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[. INTRODUCTION

I.1. Main Characteristics of the Chilean/Hong Komy, China Economy and institutional
framework

I.1A. Macroeconomic Features

A high and sustained economic growth and a markgatdvement in social development have
been the most distinctive characteristics of théde@h economy since the 90s; noteworthy was
the reduction of poverty. The governments since0189plemented growth-oriented economic
policies with focused social policies and an enkament in investment in human capital, coupled
with a liberalization of the economy. Although gtbvslowed down at the end of the 90’s due to
external factorsand the first years of the 2000s, a period of eoua recovery was experienced
since 2004 and in 2009 a slow down of the econ@rgxpected, as the international economy
has experienced a severe financial crisis sincée8dqer, 2008. This has meant a GDP growth of
5.5% in the last 17 years and an expected growthemegion of 2-3% in 2089higher than the
average of Latin America and the wdrldased on the macroeconomic fundamentals thatecrea
the sustained growth since the 90’s.

The national development strategy is based on mlsoarket economy open to international
trade, where the foreign trade sector is a maivirdyiforce of growth. At the same time, the
core elements of the economic policy over the fp&syears have been based on macroeconomic
stability, elimination of domestic market distort®band a gradual lowering of barriers to foreign
trade. In the years of high copper prices and msipa of the world economy, the
macroeconomic policy was able to save a largegfatie additional incomes, which has meant
that the country is better prepared for the intéonal crisis of 2008/2009. Under such conditions,
the Chilean economy has achieved a high level afpatitiveness and opening to the world
economy.

Chile's macroeconomic stability and its general immnomic performance have been
acknowledged by the main international risk ratiagencies. In 2008, the Economist
Intelligence Unit rated the country-risk as onetd lowest in the world, lowest than Japan, the
United States and other developed nations, anttlligigher than the risk of Germany or the
United Kingdorf, and the less risky in the whole of Latin Ameréoa in an equal standing with
many countries with high development levels. In@0MD (Geneva) ranked Chile as the"26
more competitive nation (the most competitive irtilkéAmerica), and just below Belgium(24)
and France(28) The sovereign risk of Chile is the lowest in baf\merica, and compares

1 In the late 1990s, end of 1998 and early 1999)eGheconomy experienced an impact of the Asiasiscivith
adverse effects on its terms of trade and expddmves, “sharp fluctuations in domestic interesesaexchange rate
pressures, and a serious drought (attributableeaveather phenomenon La Nifia)” in Aninat, Edug@890) “Chile
in the 1990s: Embracing Development Opportuniti€&iance & Development March 2000, Vol. 37, NumbgeiMF,
Washington, D.C

2 The Chilean Central Bank estimates a 2%-3% groWDP in 2009. Banco Central de Chile (2008) “Adizecion
del escenario reciente de proyecciones”. Bancor@late Chile, November 2008, page 5, and Bancor@leshé
Chile(2009) “Informe de Politica Monetaria”, Janpan09 in
http://www.bcentral.cl/publicaciones/politicas/gdfh012009.pdf

3 IMF(2009) “World Economic Outlook-Update”, Janu@§09 in http://www.imf.org/external/index.htm

4 Economist Intelligence Unit, May 2008, quoted ironGté de Inversiones Extranjeras (Chile) CINVER in
http://www.cinver.cl/clima/competitividad_agenciagiencias_clasif.asp

5 IMD (2008) “World Competitiveness Yearbook 200&eneva in
http://www.imd.ch/research/publications/wcy/uplcamreboard.pdf



favorably with Asia and Europe: the EMBI reache 36r Chile in November 2008, while it
was 739 for Latin America, 619 for Asia and 707Em1ropé.

a. Gross Domestic Product.

The economic activity has shown high dynamism arstlassned growth over the last two decades,
and particularly after the recession that hit thertry in the early 80s. According to the Central
Bank of Chile, in the period 1990 — 2007, the ecopgrew at an annual rate of 5.5 perceint
2009, the growth rate of GDP is expected to reaaiwvden 2% and 3%, in the middle of the
international financial crisis. As a result, tha@sgexes basically doubled in the course of the 90s
decade. At the end of the 90s, economic grow#t filowed down (3.4 percent in 1998) and
then dipped (-1.1 percent in 1999). In the yed(2@he Chilean economy began a reactivation
process and is estimated that for current 2009, @iliIRyet a rate of growth in the region of
2-39%°, while for 2010 most forecasts suggest that i Witther increase, according to the
evolution of the international financial crisis.

The fastest growing sectors in the last years (20@807) have been communications, financial
services, commerce, agriculture, construction aadsport. During 2007 the share of services
(financial, firms and personal) in the total ecomomctivity represented 34.3 percent of GDP,
commerce, hotel and restaurants 11.1 percent, metoning industry 17.1 percent; mining 7.7

percent and agriculture and fishing 5.2 percentmoAg the rest of the economic sectors,
transport and communications attained increasirmmpitance over time, reaching 10.3 percent in
2007, and construction has recovered with the asgrén investment reaching to 7.6 percent of
GDP in 2007.

b. Inflation

The endemic problem of persistently high inflatiates that characterized the Chilean economy
in the past has been reined in and is a prioriyetain the macroeconomic management. One of
the most significant bases of the inflation conpolicy has been the independence of the Central
Bank. In the early 90s, the Central Bank estabtish policy aimed at the gradual reduction of

the inflation rate, announcing the inflation goallie reached annually, which was strictly met

ever since.

As from 1994 the inflation rate fell to a one-didigure, reaching the levels exhibited by

developed economies. While in 1990 inflation stab@7.3 percent, in the period 1995-1999 it
was less than 6 percent. Although in 2007 inflasblowed an increase, reaching 7.8%, mostly
because of the international inflation in commaditand food prices in that period, by the end of
2008 inflation had been reduced (7,1%), and theetgtions for 2009 are that it will be reduced

and be in the region of 3.198.5%4° keeping within the target range of the monetaricy. The

® EMBI global spread from JP Morgan Chase in
http://www.bcentral.cl/publicaciones/estadisticaf/imacion-integrada/pdf/bm122008. pdf

" GDP Series since 2003 at 2003 constant price$ipreaeries at 1996 prices linked by Central BamkChile in
Stanger V., Michael (2007) “Empalme del PIB y de Idomponentes del Gasto: Series anuales y trirtestra
1986-2002, Base 2003”, N° 55, March, 2007, Sanfiaghile and GDP at 2003 prices series published in
http://www.bcentral.cl

8 Banco Central de Chile (2008) “Actualizacién dstenario reciente de proyecciones”. Banco CengaCHile,
November 2008, page 5

9 Banco Central de Chile(2009) “Informe de PoliticarMtaria”, January 2009 in
http://www.bcentral.cl/publicaciones/politicas/pgfh012009.pdf The forecast of inflation for 2009 by the Cehtra
Bank is 3.1%.




inflation goal has been deemed to be the nomirai@mof the economy, becoming a determinant
sign for private stakeholders. Until 2006, thelatibn goal established by the Central Bank
stood in the range 2 — 4 percent, in line withéRperience in the last 5 yedrswvhile since 2007
the target is to keep the rate of inflation in 384106) most of the tinté.

Chile: Consumer Price Index 1990-2008
(Yearly % change, December)
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Source: Calculated from Central Bank data

C. Export Sector

A driving force behind economic growth has beenekgort sector. With growth rates well above
GDP, exports multiplied by more than eight betw&880 and 2008. Considering that there is

a direct relation between economic growth and thectbpment of foreign trade (exports plus
imports), the rate of growth of foreign trade wasuad 9.4% percent per year, between 1990 and
2007, higher than the growth of the GDP which redcannually in average 5.5%. Total foreign
trade represents in 2007, 86% of GDHhe opening of the Chilean economy to internationa

19 Banco Central de Chile “Encuesta mensual de exiegsaeconOmicas”, January 2009 in
http://www.bcentral.cl/estadisticas-economicaséseindicadores/xIs/expectativas/resultado.xls

11 Central Bank of Chile “Informe de Politica Moné#érl8 de enero de 2006, Santiago de Chile. “TharBo..keeps
a projected inflation in the range of 2 to 4%, eeed in 3% in the customary policy horizon of 12#omonths”.

12°«E| Consejo reafirma su compromiso de conducipdéitica monetaria de manera que la inflacién potgda se
ubique en 3% en el horizonte de politica”, Cerahk of Chile “Informe de Politica Monetaria” 16 deyo de 2007,
Santiago de Chile, page 50

13 1n 1990 Chilean exports were US$ 8.4 billion agached in 2008 US$ 67.8 billion

14 Exports+imports of goods and services/GDP at emms003 prices, Chilean Central Bank in
http://si2.bcentral.cl/Basededatoseconomicos/95deleasp?c=CN_B03_27&i=E&f=A&I=29&crec=n&tm
=n&dec=0&sep=punto



markets has been beneficial for the growth prospé&ebm 1996 to 2008, exports of goods grew
at an annual average of 1%%reaching a peak in 2008, with an amount that edsé7 billion
dollars.

Between 1990 and 2008 Chile continued to openttrnational markets. The nominal foreign
tariff was reduced from a flat 15 percent to arpéfcent rate in 1992, with unanimous Congress
agreement. As from 1999, the flat tariff rate welsesluled to drop 1 percent each year until 2003,
remaining at 6 percent. It should be noted that flxiffs are a central aspect of the
non-discriminatory market economy that charactsri2hbile's economic policy.

d. Foreign Investment

As a result of the liberalization process, foreijrect investment has exhibited a significant
growth. In the period 1990 — 2007 foreign diraotedstment totaled 82.9 billion dollars. This
figure compares favorably with the 8.6 billion do# of FDI recorded in the period 1974 — 1689
Foreign direct investment in 1990 represented &recgnt of GDP and reached 7.6 percent in
2004". In 2007, foreign investment reached a level ofJ8340 millions.

CHILE: FOREIGN INVESTMENT 1985-2007

12,000

10,000

8,000 q

6,000 1

US $ MILLIONS

4,000 -

2,000 4

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006* 2007*
PERIOD

Source: Foreign Investment Committee (CINVER)

The increasing flows of exports and foreign investimhave been the two cornerstones of the
Chilean economic globalization in the 1990 — 20@8iqul. Reserves reached 16,910 million

dollars in 2007, an amount that represents mome haonths of imports, while net foreign debt

(foreign debt minus international reserves) intiefato Chilean exports dropped from a 3.13

ratio in the period 1984 — 1989 to 0.65 in the 2004 — 2006. In 2007, the ratio of net foreign
debt in relation to Chilean exports reached a Gdie'®.

e. Investment and Savings

5 In current US $

18 Includes investment through the Foreign InvestnS¢atute (D.L.600), Chapter XIV and Chapter XIX.
7 Includes investment through the Foreign Investratute (D.L.600), Chapter XIV and Chapter XIX.
18 Figures calculated from Central Bank data
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The great dynamism of the Chilean economy in the @@s spurred by the high investment rates
recorded during the period, which also constithehiest guarantee of future growth, although at
the end of that period there was a fall due toet@nomic slump as a result of the Asian crisis.
While in the period 1986 — 1989 investment repressk 4.8 percent of GDP, in 1990 — 2007 this
rate reached an average 20.9 peréevery important indeed was also the high rateaféstic
savings in the 90s and the first years of the néemnium, with an average of 21.6 percent over
the GDP for the period 1996-2006, one of the higled.atin America, and a record of 25.7
percent over the GDP in 2087

In 2005-2007, there was an increase in investnmeostly due to an improvement in expectations,
a sound macroeconomic policy, a recovery in theegriof Chilean exports, and the firm

expansion of the international economy. This waso asupplemented with the growth of

infrastructure investment in public transport (higlys, underground metropolitan transport of
Santiago, urban rail net in Vifia — Valparaiso atiepcities).

CHILE: INVESTMENT RATE AS % OF GDP 1986-2007 (CONSTANT 2003 PRICES)
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Source: Calculated from Central Bank data.

f. Employment and Salaries

The reduction of inflation, high GPD growth rateglaexport increases went hand-in-hand with
high investment and domestic savings rates, wtdgbred a high employment creation. While in

19 Central Bank of Chile in Stanger V., Michael (2DOEmpalme del PIB y de los Componentes del GaSasies
anuales y trimestrales 1986-2002, Base 2003”, NM&iich, 2007, Santiago, Chile and series

20 savings data in current pesos in Central Bank ,

http://si2.bcentral.cl/Basededatoseconomicos/953.a8p ?f=A&s=PPIB7&idioma=E&sep=coma&a=0.78017738653
2633&crec=n
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the period 1986 — 1989 the average unemploymeatwas 10.2 percent, in the period 1990 —
1998 it fell to 7.0 percent. However, as a restilthe Asian crisis, unemployment climbed
considerably in 1999, reaching its highest level 999 (10 percent). The unemployment rate has
been reduced since 2004 and has continued to stapding at 7.0 percent for 2007, below the
8.0 percent of 2006. Preparing to the consequeotdse international financial crisis in the
Chilean economy, economic reactivation and pro-egmpent measures fostered by the
government, together with interest rates cuts by @entral Bank since December 2008,
unemployment increase is expected to be moderabegd2009. The rate of creation of new jobs
had been of 148 thousand jobs each year on avesiage,2006.

Equally important has been the rise in real sadarder these have grown at an average 2.3
percent in the period 1994 — 2006, which translatesa 32 percent increase for that period. It
should be noted that from 1990 to 1997 real saawse at 3.1 percent annually. In 2006, real
wages had increased by 2.6%.

Chile: Rate of unemployment 1987-2007

12

10 4
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YEARS

Source: Calculated from Central Bank data.

On the other hand, average labor productivity atse significantly since the 90s. In the period
1986 — 1989 it grew at only 2.5 percent annualligilevin the period 1990 — 2007 the average
annual growth rate was 3.3 percent, with a pea& dfpercent in 1995. Productivity growth has
been a decisive factor in the competitiveness tibnal industries. As a result of this important

21 Employment reached 6.45 million people in 2007@spared to 5.41 million people in 2000 (Source
of data is National Institute of Statistics-INE-jtished in website of Chilean Central Bank)

22 Figures from National Institute of Statistics (INB

http://si2.bcentral.cl/Basededatoseconomicos/953.a8p ?f=A&s=REM_R_HORA&idioma=E&sep=coma&a=0.7508
357498669635&crec=n
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productivity growth, the rise of real salaries Inag affected the inflation goals set by economic
authorities.

The evolution of employment and productivity areotef the most positive characteristics of
recent economic performance, with an emphasis oialsprogress. These have been the main
mechanisms whereby the benefits of economic grtwatie been transferred to the poorer sectors
of the Chilean society. The population below thegsty line fell from 45 percent in 1987 to only
22 percent in 1998, a reduction that constitutesrtost significant progress among all Latin
American countries for this periofloreover, the most recent available survey shows tiis
trend has been further established, as the popualbaglow the poverty line for 2006 was reduced
to 13.7 perceft

1.1.B. Trade Policy Regime: Formulation and Implengentation
I.1.B.i Legal and Institutional Framework

The Constitution of 1980 defines Chile as a unitmg democratic republic. For administrative
purposes, the country is divided into 15 regionBhe regions consist of provinces, which are
subdivided into communesdmunas)which are administrated by municipalities.

Executive power is exercised by the President @Rkpublic who is also the Head of State and
is elected by universal suffrage for a term of fogwars. The President appoints cabinet
ministers.

Legislative power is exercised by the National GQesg, which comprises a House of
Representatives and a Senate. The House of Refatises is composed of 120 members
elected for a four-year term. The Senate is conmpos88 senators elected for an eight-year term.
Members of both chambers may be re-elected. Tkiepnesidential and congressional elections
are scheduled for December 2009.

Judicial power is vested in the Supreme Court efide, 17 regional courts of appeal, and other
courts established by law. The 21 Supreme Coulggs are appointed by the President and
confirmed by a two-thirds majority in the Senat&he Supreme Court appoints members of the
lower courts.

[.1.B.ii Trade Policy Objectives and Formulation

Chile's trade policy follows a number of objectivébe most important being: stimulating

the efficiency and competitiveness of national pamts; reducing the level of effective

protection and any existing anti-export bias in tagiff structure; and fostering regional

economic cooperation. The authorities consideurset and permanent access to foreign
markets, together with the capacity to attract ifpranvestment, essential to Chile's economic
growth. To this end, efforts towards the negatiatand administration of new preferential trade
agreements have intensified in recent years.

Trade policy formulation is under the responsipiliof the Executive, with the General
Directorate of International Economic Affairs (DIRPN), in the Ministry of Foreign Affairs,

Z CASEN 2006 survey, performed by the Ministry ofafling MIDEPLAN in MIDEPLAN (2007)
http://www.mideplan.cl/final/noticia.php?idnot=1336
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taking the lead role in trade negotiations. Ofkatistries involved in the formulation of trade
policy include the Ministries of Finance, Econoragd Agriculture. Chile's mission to the WTO
is under the competence of the Ministry of Foreifairs.

The Inter Ministerial Committee for Internationatdhomic Negotiations, advises the President
in matters regarding international economic negjotis. The Minister of Foreign Affairs chairs
the Committee; its members are the Minister of koga the Minister of the Presidency, the
Minister of Economy and the Minister of Agriculture

The government is in permanent dialogue with theape sector in various forums, being the
most important the Export Council, which was crdata April 2003. It brings together

representatives of the private and public sectonsl #s main objective is to make

recommendations on export policy formulation. Theuficil has several working groups: on
trade facilitation, international integration, soppof exporters, on promotion of exports and
tourism and transport.

I.1.B.iii Main Trade Laws and Regulations
Table I.1
Main Domestic Laws and Regulations Relating to Foign Trade, January 2009

Name or description Domestic statute Date of
issue

General legislation

Constitution of Chile n.a. 8.8.1980
Incorporation of WTO Agreements into domestic law upf&me Decree N° 16 of 17.5.1995
the Ministry of Foreign
Affairs
Law on the Importation of Goods Law N° 18,525 30986
Reduction of MFN tariffs Law N° 19,589 14.11.1998
Preferential trade agreements
Free Trade Agreement between the Government ofdaana Decree N° 1020 05.07.1997
and the Government of the Republic of Chile
Free Trade Agreement between the Republic of Ginitbthe Decree N°1.101 31.07.1999
United Mexican States
Free Trade Agreement between Chile and Central &mer Decree N° 14 14.02.2002

. Addendum to the Free Trade Agreement betwdgle @nd
Central America (Chile — Costa Rica)

. Addendum to the Free Trade Agreement betwédgie @&nd
Central America (Chile — El Salvador)

. Addendum to the Free Trade Agreement betwédgie @&nd
Central America (Chile — Honduras)

. Addendum to the Free Trade Agreement betwdgie @nd
Central America (Chile — Guatemé&i3)

Agreement Establishing an Association between #yguRlic of Decree N° 28 01.02.2003
Chile and the European Community

Chile- United States of America Free Trade Agregmen Decree N° 312 31.12.2003
Free Trade Agreement between the Republic of Ginitethe Decree N° 48 01.04.2004

Republic of Korea

24 Under domestic approval of the National Congress.
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Name or description Domestic statute Date of
issue
Free Trade Agreement between the Republic of Ginitbthe Decree N° 262 01.12.2004
EFTA States
Free Trade Agreement between the Republic of Ginlg the Decree N° 317 23.09.2006
People’s Republic of China
Trans-Pacific Strategic Economic Partnership Decree N° 354 08.11.2006
Preferential Trade Agreement Between the RepulliChile Decree N° 148 18.08.2007
and the Republic of India
Agreement Between the Republic of Chile and Japanaf Decree N° 143 03.09.2007
Strategic Economic Partnership
Free Trade Agreement between the Republic of Ciilg the Decree N° 25 07.03.2008
Republic of Panama
Chile — Australia Free Trade Agreement Decree N° 30 06.03.2009
Tariff agreements under ALADI (Latin American
Integration Association)
ACE 22 Chile-Bolivia Decree N° 402 30.06.1993
ACE 23 Chile-Venezuela Decree N° 321 30.06.1993
ACE 24 Chile-Colombi& Decree N° 1535 27.04.1994
ACE 32 Chile-Ecuadd? Decree N° 1967 18.05.1995
ACE 35 Chile-Mercosur Decree N° 1411 04.10.1996
ACE 38 Chile-Peru Decree N° 12 01.03.2009
ACE 42 Chile-Cuba Decree N° 171 28.08.2008
Customs procedures
Customs Law Decree with Force of 18.10.2004
Law N° 30/2004 of the
Ministry of Finance
Regulations on the Application of GATT Article VII Decree N° 1134 20.6.2004
Tax and tariff concessions
Simplified duty drawback system Law N° 18,480 291985
Modification of export promotion programs Law N° 389 14.11.1994
Contingency measures
Law on the Importation of Goods Law N° 18,525 30086
Intellectual property
Intellectual Property Law Law N° 17,336 2.10.1990
Law establishing Rules Applicable to IndustriaMieges and  Law N° 19,039 25.1.1991
Protection of Industrial Property Rights
Law on the rights of breeders of new varietieslahts. This Law N° 19,342 11.03.1994
regulation incorporates UPOV (78) standards

n.a. Not applicable.

% FTA (addendum to ACE 24) has been approved bitimnal Congress but domestic legal proceduresiretn
be completed by Colombia.

% A new agreement has been negotiated with Ecuabimhwill enter into force once the necessary
domestic legal procedures of each Party are coetplet
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Law N° 18,525 of 19 June 1986, establishing Rutethe Importation of Goods, is Chile's main
trade law. The Law has been amended and modifiedvaber of times since 1997 and contains
regulations on customs valuation, customs duti@stimgency measures, and a price band system
for a limited number of agricultural products. Mover, the Customs Law (Decree Law N° 2/97
of the Ministry of Finance) of 12 November 1997 iethconsolidates a number of former legal
instruments, contains provisions on export and imnpoocedures. Law No. 19.589 of 14
November 1998 provided for a reduction of Chile's-NMtariffs and revised some export
promotion programs with a view to bring them iriteelwith Chile's WTO commitments.

A law on miscellaneous WTO-related matters (Lawp192) entered into force as of November 4,
2003 with the aim to bring various individual prsigins of Chile's legislation in line with the
WTO Agreements. It contains provisions on custeaigation, technical regulations, taxation,
and intellectual property. The law provides fotification procedures for technical regulations
and conformity assessments. It also eliminate®thpatch Tax on goods imported duty-free,
and some trade-related investment measures iruthmative sector. Furthermore, it amends
Chile's intellectual property legislation by spgiify protection for computer programs, data
compilations, and textile designs.

Chile does not have any pending implementation dOMgreements.

Participation in the World Trade Organization

Chile is a founding member of the GATT, and as siichas unwaveringly maintained its
commitment to the multilateral trading system gsresented by the WTO. Thus, it actively
supported efforts to launch a new round of nedotiatin the Ministerial Conferences in Seattle
(1999) and Doha (2001). Chile welcomed the laumghif the Doha Development Round,
which represents an opportunity to settle problémsur trade relations, which have proven
impossible to solve in the context of bilateralregional agreements. This has been the case,
specially, for agricultural subsidies and the abafsanti-dumping measures.

In line with these objectives, Chile has submitteatious negotiating proposals and has
participated actively in formal and informal comlits with other Members that share its interests.
These coalitions include, in particular, the CaifBsoup and the G20 in agriculture, and the
Friends of the Anti-Dumping Negotiations (FANs). eWave also been active in other areas of
the Doha Development Round such as market acceasifieagricultural products and the reform

of the Dispute Settlement Understanding.

The importance that Chile attributes to the WT@dslimited to the gains to be achieved through
negotiation. For Chile, the WTO also derives itgportance from the ongoing work of its
different technical bodies, above all the Dispuéttl®ment Body. This is the mechanism that
ultimately ensures that multilateral trade rulee agspected and that countries of extremely
varied political and economic weight can solve tipgdblems on the basis of commonly agreed
rules, on an equal footing, and with the full ogpoity to present their arguments, rather than
being subjected to the decisions of the most pawertChile has in fact been active in using the
DSB as complainant, respondent and third party.

I.1.C. Structure and Features of the Market
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Chile has an open economy with low tariff levelsl anliberal trade and investment environment.
Domestically, competition is enforced through tipplacation of the Chilean Competition Act,
which is becoming increasingly important in maintag market efficiency and reaping the
benefits of an open economy.

Although the first Chilean Competition law was eteacin 1959, the proper legal basis of the
Chilean Competition law is Decree Law N° 211 of 39T the Ministry of Economy, as amended
by D.F.L. N° 1, 2004, published in the Chilean €iffl Gazette on the 7th March, 2005.

In 1999, law 19610ed to the institutional strengthening of the Cofitfmm enforcement agency,
the National Economic Prosecutor’s Office (FNE).

In 2003, law N° 19911 introduced important refortosthe original Decree Law N°211. It
fulfilled the need for increased independence @& tlecision-making body and for a more
technical assessment of cases. Law N° 19911 cremt€@bmpetition Tribunal and clearly
separated the functions of the enforcement ageheyi-NE, and the decision-making body, the
Court. The Tribunal is a special judicial body yulihdependent of the FNE. To ensure its
independence, the Supreme Court of Justice mayvesitomembers only on legally established
grounds. The Tribunal has its own budget and §&ffyers and economists) and its members are
remunerated and have a fixed period in office. Thiunal has the power to sanction and
provide remedies (including interim measures) amdilso responsible for merger decisions.
Likewise, law N° 19911 strengthened the enforcementers of the FNE.

Law 19911 explicitly sanctions abuse of dominansiffan such as resale price maintenance,
tying or territorial distribution by dominant firmend predatory practicés.In addition, this law
eliminated criminal sanctions with respect to amtipetitive practices but substantially increased
the amount of the fines that can be imposed. Ehi® iprevent competition cases being tried by
criminal judges with no expertise in competitioniletproviding sufficiently high fines that work as
deterrents.

Chile is involved in international cooperation iretcompetition policy arena at various levels. In
this respect, Chile has signed Cooperation Agret&sneith Canada, Mexico, Salvador and Costa
Rica, and it has included Competition Policy Chepia most of the Trade Agreements it has
negotiated. Chile participates in OECD, APEC, UN©TANnd ICN activities, and in 2003, Chile
was subject of a Peer Review by the Latin AmeriCampetition Forum organized by the OECD
and the Inter American Development Bank.

1.1.D. Banking System and Credit Policies

a. General Overview of the Banking System

The modern Chilean banking system dates from 192bhas been characterized by periods of
substantial regulation and state intervention apgédriods of deregulation. After the Chilean

27 |t should be noted that even though there was xmlicit prohibition, abuse of dominant position wabkeady
sanctioned by the Antitrust Commission prior to tefrm that took place in 2003 on the basis oéaegic reference
in Article 6 of Law DL211.
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financial crisis of 1982 and 1983, the Central Bamid the Superintendence of Banks and
Financial Institutions (SBIF is its acronym in Sfsm), established strict controls on the funding,
lending and general business matters of the barkihgstry in Chile. The SBIF regulates the
banking sector while the Central Bank, which idyfuhdependent of the government, oversees
exchange rate policy, regulates international ehpiiovements and certain bank operations, and
oversees the stability of the financial system.

A total of 25 banks were operating in Chile at @9@7; 13 were domestically-ownadd 12
foreign-owned. In terms of the total assets oflihaking system in December 2007, the former
held 59.5% of the total and the latter 40.5%. Thireonly one State-owned bank, the
BancoEstado, which is the third largest bank ingystem. The regulator for BancoEstado is the
Superintendent of Banks and Financial Institutiomsich applies the same rules to all banks. As
of December 2007, total outstanding loans in thiée@h banking system amounted to US$ 58.2
billion.

Commercial banks in Chile face growing competitfoom several sources, which has led to
consolidation in the banking industry. Competitioncredit provision has come increasingly
from department stores and foreign banks.

b. Banking Regulation

According to the Chilean Constitution, the maineajves of the Central Bank are to maintain
the stability of the Chilean peso and the ordedyctioning of Chile’s internal and external
payment systems. To this end the law gives the r@leBtank the authority to set reserve
requirements for banks, to regulate the amountarfey and credit in circulation, to operate as a
lender of last resort and to establish regulatar guidelines regarding financial institutiong th
formal exchange market and bank deposit-takingrities. These attributes provide the Central
Bank with a wide range of policy tools for contiof) monetary and exchange rate policy.

The SBIF regulates and supervises Chile’s bankditiddally, the SBIF authorizes the licensing

of new banks and has broad powers to issue, irtieamd enforce banking regulations (both legal
and regulatory). The SBIF must also approve ank’samerger, amendment to its bylaws, or
capital increase, and any acquisition of 10% orexadithe equity interest in a bank.

Chilean banks may conduct only those activitiesvedld by the General Banking Act. Banks may
lend and accept deposits and, subject to limitafigmvest and perform financial services. The
General Banking Act limits investments by bankgdal estate investments for their own use,
gold, foreign exchange and debt securities. Diyeotl through subsidiaries, banks may also
engage in certain specified activities, such asuriées brokerage services, mutual fund
management, factoring, financial leasing and insgabrokerage services (except for pension
funds insurance).

Foreign banks can perform banking business a&$vas subsidiaries (Chilean corporations) or as
branches of foreign corporations. In either cagy ttan provide the same services as Chilean
banks and their minimum capital requirements ameroprudential regulations are the same as
for Chilean-owned banks. Branches of foreign bankteffectively enter their capital into Chile
and this capital is the basis upon which theindtis are regulated (i.e. their world capital & n
taken into consideration). Foreign banks can aemamffices of representation.

C. The Chilean Insurance System
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Insurance companies are Chile’s second largesitutishal investors, based on total assets.
Although the total asset volume of insurance corgsamas grown consistently, its rate of
increase has not been as large as that of thegpefsinds during the same period. As of
December 31, 2007, the combined value of the dm#f@f insurance companies stood at US$
29.36 billion.

The Insurance Companies Act of 1979 introducedaméwork for the regulation of insurance
companies. The basic principles established includ&rket determination of rates and
commissions, equal access for foreign insurancepaaies, minimum capital and solvency
criteria and rules for setting up reserve funds.aAgeneral rule, life insurance companies can
have liabilities equal to a maximum of 15 timesitheapital and reserves, while non-life
insurance companies are permitted to take on ili@silup to a maximum of five times their
capital and reserves.

Under the Insurance Companies Act, any person titly érffering insurance, whether directly or
indirectly, must first obtain authorization frometfSuperintendencia de Valores y Seguros
(SVS, Superintendence of Securities and Insuransttutions). Neither individuals nor legal
entities may enter into insurance contracts in €Ckilth an insurer not licensed to operate in
Chile.

Of the 28 life-insurance companies operating ineCim December 2007, 12 were foreign-owned
and held 56.7% of the insurance premia. Foreignealvnon-life insurance companies also
dominate that market with 69.2% of the premia. €hame 21 non-life insurers in Chile, of which
12 are foreign-owned. Branches have been allowdd since 2007 and as of end-2008 no
foreign insurers had chosen this form of establisiim

As in the case of banks, foreign insurance compgarde operate in Chile either as subsidiaries or
as branches. In the latter case, their capitactffedy entered into Chile is used for regulatory
purposes. There are no differences in capital reménts between these forms of establishment
and those of Chilean insurance companies and teglt provide the same type of insurance.

d. Mutual Funds

Mutual funds were first created in Chile in the @86and their legal framework was
comprehensively reformed in 1976. The Chilean mutuad system faced serious difficulties
during the financial crisis of the early 1980s.

Currently, there are three types of mutual fundsitual funds investing in short-term
fixed-income securities, mutual funds investing nmedium- and long-term fixed-income
securities, and mutual funds investing in varidht@me securities, including corporate stocks
and similar investments. As of December 2008, 2hagers offered shares in 1,480 different
mutual funds in Chile, with over one million shanéders and US$ 17.9 billion in assets invested
in Chile and abroad.

The most recent industry reform was introduceddfAl2and reduced the regulations on mutual
funds, allowing them greater flexibility in investémt policy while imposing higher standards of
transparency and disclosure. Additionally, the legilaucture for a general fund management firm
was introduced, allowing mutual funds, investmamds and housing funds to be organized
under a single management structure, making usearsfomies of scale in the fund management.
The reform bill also provided tax benefits for rethent saving in mutual funds and exempted
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highly traded stocks from capital gains tax. Natwréhis has led to rapid growth in the industry:
assets under management grew by approximately 2detdeen 2000 and 2008.

e. Investment Funds

As of December 2008, a total of 60 investment fum@se based in Chile, and total assets
amounted to US$ 5.1 billion, distributed mainly amofunds specializing in real estate
investment, venture capital, securities and intgwnal investment.

Investment funds, like mutual funds, have also btk from the new legal structure created
under the first capital markets reform law: the eyahfund management firm. This development
notwithstanding, the second capital market refoam approved by Congress in 2007 provides
this industry with more incentives to grow by extamy the capital gains tax exemption to the
venture capital industry.

f. Foreign Capital Investment Funds and Foreign Inestment Venture Capital Funds

The Foreign Capital Investment Funds (Fices) amspof assets funded by investors outside
Chilean territory for the purpose of investmentpublicly offered securities in Chile, and are
managed by a Chilean corporation on behalf of dntherisk of the contributors. Most of the
relevant regulation can be found in the Law 18658d as a complementary in Decree Law 600.
The capital contributed to a Fice may not be rerddwem the country in the five years following
its initial entry into Chile. However, profits mée repatriated at any time, subject to a single tax
at a flat rate of 10%.

As of July 2008, the 10 existing funds have combbiagsets amounting to US$ 291.27 mifffon

Another category of fund is the Foreign Investméeture Capital Funds (Ficer), which allows
investors outside Chile to make venture capitalestments within Chile. In 2000, several
changes to the laws regulating Fices and Ficer& #&ffect, aimed at deregulating these
investment vehicles.

As of 2001, Fices and Ficers are exempt from chgitis tax on the sale of highly traded equity
and bonds effected in authorized stock exchangé&ile, provided that the holders of shares in
the respective funds are non-residents of Chile.

g. The Chilean Pension System

Chile began a comprehensive reform of its socialgty system in the early 1980s with the

adoption of the Private Pensions Funds Act, whighieated many of the problems associated
with the former social security system. Under thévé®e Pensions Funds Act a privately

administered system of individual pension accouefdaced the existing pay-as-you-go social
security system. Under the latter system contriimstifrom current workers were used to fund the
pension payments of current retirees, although akwelationship existed between the amount
contributed and the amount received by each wangen retirement.

% This information was obtained from:
http://www.svs.cl/sitio/estadisticas/valores_foridusrsionextranjero_evolucion.php The values are
displayed in the website in pesos, the value itadolwas obtained using the average observed pfitee
dollar for each month.
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The first capital market reform of 2001 createcea multi-fund system that allowed affiliates to

choose to invest their individual pension accountene of 5 funds, each of which caters to a
specific risk-appetite. Moreover, a tax benefit (ni@ned earlier in connection to mutual funds)
was created to stimulate retirement saving by tihas@bliged to participate in the system by law
(free-lance workers) and to increase saving beyoaddatory levels by those already in the
system (known as APV). This has also generated@apased flow of funds into the system.

The current pension system is based on individedleccounts with fully funded, vestable and
portable benefitsAs of November 2008, the pension funds had accusallapproximately US$
70 billion in assets.

h. Financial Services in Chile’'s FTAs

Chile’s financial authorities have a strong prefierfor unilateral and gradual liberalization and
deregulation of financial services. Such liberdlama has gradually eliminated the major
restrictions to foreign participation in Chile’snéincial services markets. Foreign investors
generally receive national treatment and therenarequantitative restrictions such as limited
number of licenses, limits to foreign participatiom ownership of financial institutions or
market-share quotas for foreigners.

Until the trade agreements with the US and the HElideQid not include financial services in
bilateral agreements. Its only international commeints were those scheduled in the Uruguay
Round negotiations. The negotiations with the U& thie EU established the basic precedents for
Chile’s approach in negotiating financial servicEkese have been maintained in the agreements
with Japan and Australia.

Firstly, financial services, when they are includachn agreement, are negotiated in a separate
and self-contained chapter. Particularly, they areated separately from and are subject to
different disciplines than the rest of servicesisTddlows for a more straightforward approach
that addresses the specificities of the financaliges industry and the fact that it is a heavy
regulated industry because of the economic consegseof financial crises, the risk of moral
hazard behavior and the existence implicit or eipfuarantees.

Secondly, in terms of specific provisions, greateca taken not to affect the powers of the
regulatory authorities to apply prudential measuyr@s spite of the commitments taken. The
emphasis is on establishment commitments rather timacross-border trade. Transparency of
regulation is also an important discipline that @hisupports. Finally, a separate dispute
settlement for financial services is included, martarly when it comes to the members of the
panels: they have to be experts in financial sesic

Thirdly, Chile insists that the benefits of theegment can only be granted to financial services
providers of the other Party. This excludes, foaragle, extending the benefits to branches of
banks or other financial service providers of thpdrties established in the other Party to the
agreement.

All of the above are among others and as a matftguobicy, sine qua nonconditions for
negotiating financial services bilaterally.

In addition to the above, the decision to includaricial services in a bilateral agreement is made
on the basis of the overall balance of the agregrbehalso on the characteristics of the
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counterpart’s level of liberalization and deregigliat the quality of its financial supervision and
the interest of the private sector.

1.2 Trade in goods

Chilean global trade, exports plus imports, reach@@ 667 million dollars in 2007. This figure
not only shows a record high in trade flows, buoals a clear sign that the Chilean external
sector was able to benefit from the dynamism ofink&rnational economy of the 2000’s and the
high prices of export commodities, before the fiiahcrisis (since September 2008). The figure
exhibited by external trade in 2007 represent anease of more than 3 times the trade flows
since 1999 (+266%) and to an annual average grofatii.6%.

TABLE 1.2
CHILE'S FOREIGN TRADE, 1999 - 2007

(million of dollars and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
Exports (FOB) 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.6]
Imports (CIF) 14,022.0 16,8425 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949.0
Trade Balance 18926 15825 14341 19232 29635 9,006.0 9,311.7 22,8445 23,769.9
Trade Exchange 29,936.6 35,267.5 33,902.0 33,429.5 38,290.8 53,914.3 69,192.0 92,668.6 109,667.9

Growth rate %

Exports 7.9 15.8 -4.1 0.0 16.7 52.5 24.8 47.1 15.9
Imports -17.9 20.1 -3.6 -3.0 121 27.1 33.3 16.6 234
Trade Exchange -6.0 17.8 -3.9 -1.4 14.5 40.8 28.3 33.9 18.3

Source: Studies and Informations Department, DIREQ&nuary 2009), based on data from Central B&a@hde

Exports in the past seven years have also thrslealying an average annual growth rate above
19%. This allowed that in 2006 Chilean exportsstoeed the fifty billion dollar barrier, thereof
reaching a record high of 66,719 million dollars.the past decade exports growth has been the
norm, except for 1998 where exports suffered a dfalB8%, due to a massive fall in commodity
prices as a result of the Asian crisis. Althougpais recovered quickly — in 2000 exports had
well recovered all the terrain lost in the 199&isri- in 2001 there was another fall in exports,
this time as a result of the slump in the regiom@dnomic environment, mainly caused by the
Argentinean crisis, and a slowdown in global demamthe wake of the September 11 events.
Since 2003 the latter was reversed stimulated kystihong growth of demand from Asian
markets, especially China, India and Japan thaédainternational commodity prices. By the end
of 2008, commodity prices have been substantiallipyced as a result of the world financial crisis.
Thus, it is expected a fall in Chilean exports i@alue, even if the quantum of exports is
increased.

Imports in 2007 reached 42,949 million dollars, ethimeant an annual increase of 23.3%,
marking a record high and reducing the growth ef tbcord year 2005 (33%), similar to the

% The Central Bank of Chile released an outlookHier2009 macroeconomic situation in the Monetary
Policy Report IPoM, January 14, 2009, . Accordioghte Report, the Chilean exports quantum would
increase by 2.1% in 2009
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record figure of 1987, when imports reached 18milllion dollars, after high growth rates of
Chilean GDP.

Chile’s trade balance reached in 2007 a surplug3pf70 million dollars, thereof becoming the
ninth consecutive year that the trade balance baa bositive. The latter is not only due to the
important raise in exports but also in a pictuig #hows un upsurge in imports during 2005 (that
had begun in 2004), after the huge fall in impantd999 and its weak recovery in the earlier
years of the present decade.

I.2.A. Composition of Trade in Goods

a. Exports

Table 1.3 shows the structure of exports accordimginternational Standard of Industrial
Classification (ISIC). At a first glance it is olovis that most of Chile’s exports are highly
concentrated in two sectors: Industry and Miningiclv represent 94.5% of all exports in 2007.

TABLE 1.3

CHILE'S EXPORT STRUCTURE ACCORDING TO ISIC, 1999 - 2007
(%)

1999 2000 2001 2002 2003 2004 2005 2006 Joo7
. Agnc_ulturg, Fruit, Livestock Silviculture and 10.8 88 8.8 97 95 71 6.1 45 24
Extractive Fishery
Agriculture, Fruit and Livestock 10.3 8.4 8.4 9.4 9.2 6.8 5.9 4.4 4.5
Silviculture 0.4 0.3 0.2 0.2 0.1 0.1 0.1 0.0 0.0
Extractive Fishery 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.4
1I. Mining 42.9 45.7 43.1 41.5 42.4 535 56.7 64.9 64.0¢
Copper 36.4 39.8 375 35.5 36.2 45.7 44.9 57.0 56.0¢
Other 6.5 59 5.6 6.0 6.1 7.8 11.8 7.9 8.0
11l Industry 45.6 44.9 47.4 47.6 47.2 38.8 36.6 29.9 30.5
Foodstuff and beverages 20.1 17.4 18.9 19.7 19.5 15.5 14.5 11.4 11.1
Textiles and apparel 1.0 1.0 1.0 0.8 0.7 0.6 0.5 0.3 0.4
Forestry and Furniture 5.8 5.1 5.7 6.6 6.2 55 4.6 35 3.0
Cellulose, paper and by-products 6.6 7.8 6.7 6.3 6.0 5.2 4.2 33 4.4
Proccessed and unproccessed chemicals 6.1 8.1 9.5 8.9 10.2 8.0 8.6 7.2 5.8
Glass, clay and porcelain products 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2
Basic steel and iron industry 1.5 15 15 15 1.6 1.6 1.6 2.2 3.7
Metal products, machinery and equig 4.2 3.6 3.7 34 2.6 2.1 2.2 1.9 2.0
Non specified manufactures 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0
IV. Others 0.6 0.6 0.8 1.2 1.0 0.7 0.7 0.6 0.8
V. Total Exports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0§

Source: Studies and Informations Department, DIREQ@anuary 2009), based on data from Central Ba@hide
i. Agriculture, Forestry and Extractive Fishery

In 2007, 4.6% of Chilean exports came from thist@ecscoring a currency inflow of 3,076
million dollars. Although this sector may appeabtrelatively small compared to the industrial
and mining sectors, it is of no lesser importarc€hile’s economic activity. The average annual
rate of growth over the last 7 years has been 7dftbhas accelerated in the last years stimulated
by an increase of Asian and European markets.
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TABLE 1.4
AGRICULTURE, FRUIT AND LIVESTOCK EXPORTS, 1999 - 2007

(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007

Agriculture, Fruit, Livestock Silviculture and

X ) 1,721.4 16198 15514 1,707.7 1,955.2 2,2233 23785 26228 3,075.8
Extractive Fishery

Agriculture, Fruit and Livestock 16335 1,541.6 14852 16559 1,901.2 21534 23115 2,566.9 3,014.8

Silviculture 57.7 51.7 39.9 28.0 26.8 39.0 30.5 21.9 19.0

Extractive Fishery 30.2 26.4 26.3 23.8 27.2 31.0 36.4 34.0 42.04
Structure

Agriculture, Fruit, Livestock Silviculture and

X ) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0§
Extractive Fishery
Agriculture, Fruit and Livestock 94.9 95.2 95.7 97.0 97.2 96.9 97.2 97.9 98.0
Silviculture 3.4 3.2 2.6 1.6 1.4 1.8 1.3 0.8 0.9
Extractive Fishery 1.8 1.6 1.7 1.4 1.4 1.4 1.5 1.3 1.4
Growth
Agrlcul?ure, .Frur(, Livestock Silviculture and 23 59 42 101 145 13.7 70 103 113
Extractive Fishery
Agriculture, Fruit and Livestock 0.8 -5.6 -3.7 11.5 .a4 13.3 7.3 11.0 17.4
Silviculture 82.3 -10.4 -22.9 -29.7 -4.3 45.2 -21.7 8.r -13.3]
Extractive Fishery -0.5 -12.6 -0.6 -9.4 14.1 14.0 17.7 -6.6 23.5)

Source: Studies and Informations Department, DIREGQZanuary 2009), based on data from Central Ba@hide

Exports show a very high concentration in agricaltwoods and it has grown in the last three
years, representing 98% of all exports, given #auction in exports in the other sub-sectors.
This is not surprising, specially considering thaiund 88% of this sub sector is fruit exports.

ii. Mining

In 2007, mining exports amounted to 42,730 millawilars representing 64% of all exports. It
was also a sector that experienced a rate of grimw2007 of 14,0%, favored in the last 3 years
by a greater international demand for these pradart! higher copper prices.
TABLE 1.5
MINING EXPORTS, 1999 - 2007

(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 4oo7
Mining 6,831.5 84129 7,610.8 7,342.4 8,742.2 16,819.1 22,243.4 37,479.2 42,729.7)
Copper 5793.0 73322 6,621.4 6,281.7 7,474.7 143746 17,621.2 32,903.9 37,377.3
Other 1,038.5 1,080.6 989.4 1,060.8 1,267.5 24446 4,622.1 45753 5,352.3
Structure
Mining 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0§
Copper 84.8 87.2 87.0 85.6 85.5 85.5 79.2 87.8 87.9
Other 15.2 12.8 13.0 14.4 14.5 14.5 20.8 12.2 12.5
Growth
Mining 12.1 23.1 -9.5 -35 19.1 92.4 32.3 68.5 1.0
Copper 16.7 26.6 -9.7 5.1 19.0 92.3 22.6 86.7 1B.6
Other -8.1 4.1 -8.4 7.2 19.5 92.9 89.1 -1.0 171.0

Source: Studies and Informations Department, DIREQ&anuary 2009), based on data from Central Ba@hde

This sector has been one of the most dynamic Ghéaport sectors, as well as the most volatile.
This volatility is explained by the composition tiiis sector, which is made mostly of
commaodities, and thus very sensitive to internatiqmice fluctuations.

Copper based exports account for 88% of all mimirgorts - although 5.4 billion dollars worth

of exports coming from the rest of the sector ishait minor. Although Chile has been a
traditional copper exporter, given the abundanioamdent of this mineral and its relatively low
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extraction costs, its importance had grown smalién time, especially considering that in 1960
copper represented almost 70% of all exports an2D0V it represented 56% of total exports.
Copper exports have grown by 540% in the last sgeans, much higher than industrial exports
(+180% in the same period).

iii. Industry

In 2007 industrial exports reached 20,349 milliatiats accounting for 30% of Chilean exports,
as well as showing a second year of robust growtkales (17.8%), figure that is above the
average growth rate for the 1999 — 2006 period2(%63.

The industrial sector has not only been a sectdritas shown a rapid growth in the past 7 years
(180%), but has experienced more stability, beihg only one that has exports growing
constantly for the past seven years. This can Ipdaied partly because of the diversity that
exists within the sector, where not one single seftor concentrates more than 40% of all
exports, contrary to what happens in the agricaltand mining sector.
TABLE 1.6
INDUSTRIAL EXPORTS, 1999 - 2007

(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 Joo7

Industry 7,264.6 82731 83727 84184 97319 12,1929 14,366.6 17,279.9  20,348.9
Foodstuff and beverages 3,197.9 3,2148 3,340.5 3,477.0 4,020.8 48881 5701.3 6,568.6 7,378.9
Textiles and apparel 163.6  180.7 1755 1425 149.9 186.4 192.7 200.6 266.6
Forestry and Furniture 917.8 935.0 1,013.0 1,164.6 1,272.7 1,7345 1,811.0 2,005.4 2,034.1
Cellulose, paper and by-products 1,04461,441.0 11,1831 1,116.1 11,2347 16289 16583 1,898.2 2,927.1]
Proccessed and unproccessed chemicals 965.1,494.7 16725 15753 2,108.6 2,507.3 3,387.2 4,155.3 3,857.7
Glass, clay and porcelain products 545 494 52.4 50.7 63.6 68.1 77.6 89.3 108.9
Basic steel and iron industry 235.0 282.0 258.0 271.9 329.2 512.3 642.9 1,262.8 2,439.0§
Metal products, machinery and equig 662.9 660.1 653.0 593.9 535.4 650.4 877.5 1,078.4 1,312.9
Non specified manufactures 23.1 15.5 24.7 26.3 16.9 17.0 18.1 21.3 24.0)

Structure

Industry 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0§
Foodstuff and beverages 44.0 38.9 39.9 41.3 41.3 40.1 39.7 38.0 36.3
Textiles and apparel 2.3 2.2 2.1 1.7 1.5 15 1.3 1.2 1.3
Forestry and Furniture 12.6 11.3 12.1 13.8 13.1 14.2 12.6 11.6 10.04
Cellulose, paper and by-products 14.4 17.4 14.1 13.3 12.7 13.4 11.5 11.0 14.4
Proccessed and unproccessed chemicals 13.3 18.1 20.0 18.7 21.7 20.6 23.6 24.0 19.04
Glass, clay and porcelain products 0.8 0.6 0.6 0.6 0.7 0.6 0.5 0.5 0.5
Basic steel and iron industry 3.2 3.4 3.1 3.2 3.4 4.2 4.5 7.3 12.0
Metal products, machinery and equig 9.1 8.0 7.8 7.1 5.5 5.3 6.1 6.2 6.5
Non specified manufactures 0.3 0.2 0.3 0.3 0.2 0.1 0.1 0.1 0.1

Growth

Industry 53 13.9 1.2 0.5 15.6 25.3 17.8 20.3 1r.8
Foodstuff and beverages 2.8 0.5 3.9 4.1 15.6 21.6 16.6 15.2 12.3
Textiles and apparel -11.8 10.5 -2.9 -18.8 5.2 24.3 34 41 32.9
Forestry and Furniture 255 1.9 8.3 15.0 9.3 36.3 4.4 10.7 411
Cellulose, paper and by-products 8.6 37.9 -17.9 57 061 31.9 1.8 14.5 54.p
Proccessed and unproccessed chemicals 1.7 54.9 119 8 -5 339 18.9 35.1 22.7 -7p
Glass, clay and porcelain products 11.1 -9.4 6.0 -3.2 255 7.0 14.0 15.0 22p
Basic steel and iron industry 4.5 20.0 -8.5 5.4 21.1 655. 255 96.4 93.
Metal products, machinery and equig 0.7 -0.4 -1.1 -9.1 -9.8 215 349 229 21.7
Non specified manufactures -15.8 -32.8 59.2 6.4 -35.8 05 6.6 17.6 13.

Source: Studies and Informations Department, DIREGZanuary 2009), based on data from Central Ba@hide

In terms of sub-sectors, foodstuffs represent 36@all industrial exports, followed by
processed chemicals (19.0%), cellulose and papkd¥d and basic steel and iron industry
(12.0%). This structure differs to the 1999 stroetwhere cellulose and paper came in second
place, processed chemicals in third place andtfyresfourth place. The change in order is due
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to differences in each sub-sectors growth ratepafih none have diminished their exports some
have grown faster than others, as is the caseeobdkic steel and iron industry sub-sector that
grew in 938% compared to the 122% growth rate shiowthe cellulose sub-sector in the same
period.

Although all of the industrial export sub-sectoesé expanded their sales, some sub-sectors have
seen their exports reduced for some periods. Ttideténdustry has been identified as one of the
sectors that have weakened its foreign sales (groWw63% in the last seven years). The main
reason for the reduction in the growth of saleésloss of foreign market share due to a greater
competition, mainly from China and India.

iv. Products

In 2007 Chile exported 5,258 different types of d@drom 7,915 different companies. This
contrasts favorably with the 2000 scenario whery 8749 products where exported through
5,666 companies.

Table 1.7 shows the top twenty five products thatleCexported to the world in 2007. These
twenty five products, which represent only 0.2%haf total number of products that are actually
exported, account for 75.2% of the total value xgaets. This reveals that although exports are
very diverse in number, there is still a high corication in a small number of products. Thus, the
Chilean export sector is still very vulnerable todgexternal shocks such as sharp changes in
international commodity prices.
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TABLE 1.7

CHILE'S PRINCIPAL EXPORT PRODUCTS

2007
(Millions of dollars FOB and %)
SACH Description
FOB %
7403110(Refined copper cathodes and sections of catl 19,785..1 29.7
26030001 Copper ors and its concentre 13,764..1 20.€
7402001(Unrefined copper; copper anodes for electrolytii 2,884.« 4.2
2613101(Molybdenum ores and concentrates, roe 1,707. 2.€
2613901(Molybdenum ores and concentrates, unra 1,401.° 2.1
47032100Chemical woodpulp, soda or sulfate, other than 1,223.8 1.8
4703291(|Chemical wood pulp,soda/sulphate,non-conifer 932.] 1.4
16000(|Docking and port servic 872.: 1.2
7403190(Refined copper, unwrought articles ne 851.] 1.2
7202700 Ferromolybdenul 703.t 1.1
71081201 Gold, nonmonetary, bullion and d 569.] 0.6
25000(| Services considered as exp 563. 0.8
4407101 Lumber, coniferous (softwood) 6 mm and thic 532.t 0.8
304194.|Fresh or chilled fillets and other fish meat whett 514.1 0.8
7404001{Waste and scrap, copper or copper i 471.% 0.7
2905110(Methanol (Methyl alcohol), other than imported 470.] 0.7
7408111(Wire of refined copper, with a maximum cross-4 463.¢ 0.7
7106912(Silver in unwrought forrr 401.( 0.€
2204212 |Grape wines nes,incl fort&grape must,unfermnt 327.k 0.t
28012001 lodine 323.¢ 0.t
2710112(Other gasoline's, except for aviation 305.¢ 0.t
304294:|Frozen fish fillets (excl. swordfish and toothfi 292.¢ 0.4
8061010 Fresh Grapes, Thomson seedless variety 80.20.4
303192(|Atlantic salmon and Danube salmon, frozen, ex 268.7 0.4
203293(/Swine cuts, frozen n 247.] 0.4
Total Principal Products 50,157..| 75.z
Other: 16,561..| 24.t
Total Exports 66,718.(| 100.(

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Baihde

b. Imports

Imports, according to types of goods, are basigadiycentrated in intermediate goods, in other
words goods that serve as inputs in the producifdinal goods, be it for internal consumption
or export markets. Although traditionally intermatdi goods have accounted for more than half
of all imports, in 2007 these types of imports reata record high in value, and also in their
concentration. This is not surprising if we consithat 40% of all intermediate imports are fossil
fuels or fossil fuel based products, which in tlestpfive years have experienced international
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prices above average.

TABLE 1.8
CHILE'S IMPORTS ACCORDING TO TYPE OF GOOD, 1999 - 2007

(millions of dollars CIF)

1999 2000 2001 2002 2003 2004 2005 2006 4007
I. Consumer Goods 2,630.8 3,118.0 3,016.8 2,946.8 3,230.7 3,956.4 4,810.0 5,861.2 9,301.3
Il Intermdiate Goods 8,254.9 10,186.1 9,732.1 9,421.0 10,849.1 14,048.1 18,158.3 21,776.0 26,456.0]
Petroleum 1,099.9 19937 11,7268 11,6151 21305 28746 3,779.1 4,873.2 5,018.3]
Other fuels and Lubricants 793.9 1,045.1 9939 11,0039 1,191.9 11,7848 2,7535 3,568.1 5,673.8
I1l. Capital Goods 3,136.4 3,538.5 3,4849 3,3854 3,583.8 4,449.7 16,9719 7,2749 7,191.8
IV. Total Imports 14,022.0 16,8425 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949.0]

Source: Studies and Informations Department, DIREGIanuary 2009), based on data from Central Badhde

Consumer goods imports come in at a far secondesepting a fifth of all imports (21.7%) in

2007, higher than the 16.8% it represented in 200&007 there was an increase of 59% in
consumer goods imports, higher than the averagedse in imports of 23%. Regarding capital
goods purchases, this category was also impactéidebgrop in internal demand in 1999 but has
recovered satisfactorily, reaching in 2006 impdeigels a record 7.3 billion dollars, higher than
the earlier peaks of 7.0 billion dollars in 200:eTfigure of 2007 is similar to the level reached

in 2006.

TABLE 1.9
CHILE'S IMPORT STRUCTURE ACCORDING TO TYPE OF GOOD, 1999 - 2007

(%)

1999 2000 2001 2002 2003 2004 2005 2006 Joo7
I. Consumer Goods 18.8 18.5 18.6 18.7 18.3 17.6 16.1 16.8 21.7]
Il Intermdiate Goods 58.9 60.5 59.9 59.8 61.4 62.6 60.6 62.4 61.6]
Petroleum 7.8 11.8 10.6 10.3 121 12.8 12.6 14.0 11.7]
Other fuels and Lubricants 5.7 6.2 6.1 6.4 6.7 7.9 9.2 10.2 13.2]
11l. Capital Goods 22.4 21.0 215 215 20.3 19.8 23.3 20.8 16.7]
IV. Total Imports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Batihde

Contrary to exports, imports show a lesser degfemcentration in terms of products. Table
1.10 shows the top 25 products imported by ChilgdA7. These 25 products, which represent
0.2% of the total number of imported products, actdor 39% of total import value.
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TABLE 1.10
CHILE'S PRINCIPAL IMPORT PRODUCTS
2007
(Millions of dollars FOB and %)

SACH Description
FOB %
2710194(Gas oils and diesel o 3,489.° 8.1
2709002(|Petroleum oils and oils from bituminous minera 3,205.° 7.5
2709001 Petroleum oils and oils from bituminous minera 1,812.¢ 4.2
87032391Mtr cars & o/mtr. vehicles for transport of persoy 870.3 2.0
2613901(Molybdenum ores and concentrates, unra 858.¢ 2.C
8517120( Telephones for cellular networks mobile telephd 694.t 1.€
2710112 |Gasoline for terrestrial vehicles, without Pb, @fd 495.7 1.2
2711210(Natural Ga 493.t 1.1
2711120 Liquiefied propan 423.7 1.C
8704212 |Mtr. vehicles for transport of goods, w/compresgy 408.¢ 1.C
8703229 |Automobiles for tourism with cylinder >1000cc 1 374.¢ 0.c
84713001 Digital computers, portable, weighing <= 10 kg, 355.: 0.8
10059001/ Other Maize (excl. seel 353.2 0.8
2013000 Bovine cuts boneless, fresh or chilled 345.2 0.8
8704109(|Others Dumpers designed for off-highway 329.: 0.8
3004901(Others medicines (except the ones classified & 302.¢ 0.7
2701122(Bituminous coal "ECSC" for thermal use, wheth 289.( 0.7
10019001/ Others Wheat and meslin (excl. durum wt 260.( 0.€
8702109 |Motor vehicles, w/diesel engine, for transport 0f 247.% 0.€
2710193([Light petroleum distillates n 218.7 0.t
39012001 Polyethylene with a specific gravity of >= 0,94 g 215.% 0.t
8701202(Road tractors for semi-trailers, with diesel engiq 183.¢ 0.4
8703249 |Automobiles with reciprocating piston engine di 182.( 0.4
26030000 Copper ors and its concentrates 1y4.7 0.4
8704312|Gas powered trucks with a GVW not exceeding 172.5 0.4
Total Principal Products 16,757.¢1 39.C
Other: 26,191..| 61.C
Total Imports 42,949.(| 100.(

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Baihde

1.2.B. Origin and Destination of Trade in Goods

a. Exports

In 2007, Chile exported products to 189 differerarkets. Although this might seem as very
diverse spectrum of export markets, in 2007 onlyflthese markets concentrate 79.9% of total
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exports. In the same year, China, the United SetesJapan were the main export markets for
Chilean goods, accounting for 39% of all exports.

TABLE 1.11
CHILEAN EXPORTS ACCORDING TO MARKET DESTINATION, 19 99 - 2007

(millions of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 4o07
P.R. China 359.1 907.2 1,021.8 1,240.1 1,865.4 3,227.5 4,445.7 5,104.4 10,120.9
United States 3,087.5 3,183.7 3,351.7 3,664.7 3,705.7 4,834.5 6,531.6 9,290.5 8,744.7
Japan 2,276.3 2,548.5 2,144.1 1,946.7 2,287.3 3,732.9 4,592.1 6,374.1 7,234.4
Holland 511.1 452.7 545.1 543.2 811.7 1,7125 2,341.4 3,953.8 3,972.3
South Korea 683.7 806.3 563.2 710.5 1,023.4 1,821.3 2,230.9 3,546.2 3,837.9
ltaly 636.7 825.5 812.5 862.8 924.2 1,362.7 1,679.6 2,927.8 3,484 .4
Brazil 687.6 961.6 852.6 686.2 839.6 1,422.8 1,736.6 2,831.1 3,376.7
France 495.4 633.1 610.9 640.2 743.4 1,292.9 1,402.0 2,478.7 2,397.4
Mexico 622.8 818.1 830.6 912.4 926.9 1,314.3 1,584.4 2,293.0 2,361.9
China Taipei 509.6 610.7 356.8 531.3 594.2 971.9 1,303.7 1,596.4 1,774
Germany 557.0 457.8 528.2 428.7 601.9 912.3 937.8 1,828.1 1,669.1
Spain 328.1 386.2 345.2 398.2 491.6 747.8 986.6 1,416.3 1,374 9
Canada 1735 243.7 265.6 263.7 415.0 780.3 1,071.1 1,291.7 1,203.9
Peru 354.1 439.2 479.1 465.2 426.5 524.0 726.8 931.9 1,035
England 1,085.2 1,075.9 1,232.0 808.7 714.9 898.8 658.8 697.9 722.9
I. Sub-Total 12,367.5 14,350.4 13,939.2 14,102.8 16,371.8 25,556.6 32,229.1 46,561.8 53,308.7
Others 3,547.1 4,074.6 3,728.8 3,573.5 4,255.4 5,903.5 7,022.8 11,194.8 13,409.9
II. Total Exports 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.49
1. Over Il. 77.7% 77.9% 78.9% 79.8% 79.4% 81.2% 82.1% 80.6% 79.9%

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Bahde

China was during the 90’s, on average, in the bottalf of the top ten destinations; furthermore,
in 1999 China was the twelfth largest buyer of €il products, behind France. The huge
expansion of exports to the Chinese market has n@ddea the third destination market of

Chilean exports since 2002, and the first one 720

In terms of geography, Asia has traditionally odedpthe second place among export markets;
shipments in 2001, however, declined due to fallelémand and commodity prices, seeing a
recovery in 2002 and a defiant rebound since 2fi@3ed by higher demands from China, Japan,
South Korea and India, and in 2007 it replacedAheericas as the first destination of Chilean

exports.

The Americas was the most important destinationGbilean goods, and a very stable one,
showing a constant annual growth rate except f622@hen the negative regional impact of the
regional economic turbulence in Argentina and Brahiat the growth of exports to North
America failed to compensate.

30



TABLE 1.12
CHILEAN EXPORTS ACCORDING TO GEOGRAPHIC ZONE, 1999 - 2007

(millions of dollars FOB)

1999 2000 2001 2002 2003 2004 2005 2006 4007

Africa 51.2 77.4 81.2 71.6 101.2 101.1 125.6 165.7 218.7
America 6,585.7 7,324.4 7,519.5 7,383.6 7,942.2 11,023.0 14,161.5 20,032.5 20,807.]
Asia 4,473.0 5,426.3 4,509.5 5,016.5 6,447.7 10,972.7 13,883.1 19,475.7 26,651.1
Europe 4,349.8 4,887.9 4,963.1 4,577.0 5,360.3 8,504.0 9,964.7 16,657.5 17,298.4
Oceania 56.9 64.2 57.3 75.9 128.4 1225 129.6 164.3 321.7

Others 398.1 644.8 537.4 551.7 647.4 736.7 987.4 1,260.9 1,422 .9
Total 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.49

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Baihde

Exports destined for Europe, although with modetsths and lows, like America, show a
greater degree of stability in their performancepdtts are directed mainly to Western Europe;
mostly concentrated in the Netherlands, Italy, Eeaispain, Germany and Great Britain.

Table 1.13 shows Chilean exports to all destinatieith which Chile has negotiated some form
of trade agreement. This is of great importancesiclening that in 2007 , nearly 90% of Chilean
exports receive some form of tariff preferences.

In terms of the results that Chile’s trade agreambave had, it can be said that the performances
of the Mexico and Canada FTAs, without a doubtehlaeen outstanding, thus being perceived by
the Chilean exporters as two of the most succesgfttements that Chile has signed. Also
exports to the European Union have shown impogeswth within the period that the agreement
has been in force (since 2003), an increase of 250%lar to the increase of 221% (including
the European Union) of the countries with whichI€lias agreements and for the same period
(2006 compared to 2003).

In the case of Mercosur and the Andean Communihe-agreements that have been in force for
a longer period- although these have not showrear qgdositive trend in past years, due to the
economic turbulence that has affected the whole@mneghere are signs of recovery since 2003,
reaching to an increase of 206% in the period 2Z2WB¢. The importance of these agreements
cannot be diminished, especially if it is takerpiaiccount that around 60% of exports to Latin
America are manufactured exports.
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TABLE 1.13
CHILEAN EXPORTS ACCORDING TO TRADE AGREEMENTS, 1999 - 2007

(millions of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
China 359.1 907.2 1,021.8 1,240.1 1,865.4 3,227.5 4,445.7 5,104.4 10,1209
Canada 1735 243.7 265.6 263.7 415.0 780.3 1,071.1 1,291.7 1,203.9
Central America 94.8 107.0 149.0 181.2 272.9 385.2 391.3 511.4 582.7%
Japan 2,276.3 2,548.5 2,144.1 1,946.7 2,287.3 3,732.9 4,592.1 6,374.1 7,234.4
India 99.3 124.9 115.0 184.5 225.4 413.1 495.5 1,604.9 2,248 9
Andean Community 1,059.8 1,227.9 1,381.6 1,339.5 1,293.2 1,569.2 1,986.6 2,134.7 2,418.4
South Korea 683.7 806.3 563.2 710.5 1,023.4 1,821.3 2,230.9 3,546.2 3,837.9
United Satates 3,087.5 3,183.7 3,351.7 3,664.7 3,705.7 4,834.5 6,531.6 9,290.5 8,744.7
Mercosur 1,520.2 1,709.0 1517.4 984.3 1,227.3 1,971.7 2,475.9 4,243.2 5,283.4
Mexico 622.8 818.1 830.6 912.4 926.9 1,314.3 1,584.4 2,293.0 2,361.9
European Union 15 4,121.6 4,540.9 4,594.1 4,286.0 4,990.4 7,838.1 9,177.6 15,202.9 15,636.4
I. Sub-Total 14,098.6 16,217.2 15,934.1 15,713.8 18,232.8 27,888.1 34,982.7 51,596.9 59,671.4
Others 1,816.0 2,207.8 1,733.9 1,962.5 2,394.4 3,572.1 4,269.2 6,159.7 7,046.1
II. Total Exports 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.9
1. Over Il. 88.6% 88.0% 90.2% 88.9% 88.4% 88.6% 89.1% 89.3% 89.4%

Source: Studies and Informations Department, DIREG@nuary 2009), based on data from Central Bahde

b. Imports

Traditionally and until the nineties, the Unitecatés was by far the main supplier of imports to
the Chilean economy. This started to change in 20@$h Argentinean goods started to catch up
with US imports, overtaking them in 2001 and in folowing years has extended the gap
between them, but in 2006 the United States reedvtire top position as Chile largest supplier,
and China became th&“2Supplier of imports.
TABLE 1.14
CHILEAN IMPORTS ACCORDING TO MARKET ORIGIN, 1999 - 2007

(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
United States 3,022.5 3,338.4 2,888.6 2,568.6 2,576.5 3,402.2 4,722.6 5,592.1 7,290.9
P.R. China 660.1 951.4 1,013.7 1,102.4 1,290.2 1,847.6 2,542.7 3,491.4 4,886.(
Brazil 968.3 1,335.2 1,495.3 1,619.4 2,028.4 2,781.7 3,780.7 4,243.5 4,501.4
Argentina 2,021.5 2,876.4 3,063.9 3,064.3 3,776.8 4,152.1 4,811.3 4,508.9 4,346 .9
South Korea 405.7 535.2 540.0 438.8 540.8 699.7 1,077.3 1,641.9 3,114 4
Peru 169.2 265.8 285.6 255.9 421.1 695.2 1,108.5 1,427.2 1,686.9
Japan 635.4 710.1 560.6 546.3 636.8 803.2 1,021.1 1,150.0 1,613.9
Germany 626.6 622.1 692.2 738.8 716.9 832.3 1,198.2 1,259.1 1,573.9
Mexico 578.8 615.6 532.8 475.4 480.6 620.6 764.2 1,003.2 1,349.9
Angola - 95.1 - - 64.5 430.8 1,197.1 1,317.2 962.9
Spain 406.8 428.0 466.1 417.3 452.9 516.1 622.5 710.0 846.9
France 417.4 447.8 575.3 623.3 595.8 510.3 682.4 706.5 792.4
ltaly 514.8 419.0 436.5 356.1 387.6 445.6 524.8 630.3 737.9
Sweden 270.7 284.4 182.3 152.4 202.1 264.7 451.4 353.8 391.9
Finland 71.1 88.2 84.3 106.8 252.7 197.0 514.4 263.2 250.9
I. Sub-Total 10,768.6 13,012.7 12,817.1 12,465.9 14,423.7 18,199.2 25,019.3 28,298.2 34,344 .4
Others 3,253.4 3,829.8 3,416.8 3,287.3 3,240.0 4,255.0 4,920.9 6,613.9 8,604.4
II. Total Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949 (
1. Over Il 76.8% 77.3% 79.0% 79.1% 81.7% 81.1% 83.6% 81.1% 80.0%

Source: Studies and Informations Department, DIREG@nuary 2009), based on data from Central Baihde
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TABLE 1.15
CHILEAN IMPORTS ACCORDING TO KEY SUPPLIERS, 1999 - 2007

(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
East Asia 2,330.0 2,886.3 2,786.2 2,707.6 3,141.8 4,213.4 5,691.9 7,647.6 7,647.49
Latin America 3,921.1 5,350.3 5,524.4 5,577.1 6,819.9 8,485.8 10,736.1 11,788.3 12,855.9
North America 4,009.0 4,466.0 3,848.6 3,365.4 3,390.2 4,371.3 5,893.3 7,078.2 6,711.9
European Union 15 2,848.5 2,880.0 3,064.1 3,023.4 3,260.5 3,530.0 4,948.7 5,105.2 5,876.
I. Sub-Total 13,108.6 15,582.6 15,223.2 14,673.5 16,612.4 20,600.5 27,269.9 31,619.3 33,091.7
Others 913.4 1,259.9 1,010.7 1,079.6 1,051.3 1,853.7 2,670.2 3,292.8 9,857.9
II. Total Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949 4
1. Over Il 93.5% 92.5% 93.8% 93.1% 94.0% 91.7% 91.1% 90.6% 77.0%

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Ba@hde

In a lesser degree than export destinations, irm@Etow some concentration especially if we
consider that the top four suppliers (Argentinajtéth Stated, Brazil and China) account for half
of all imports (49%) and the top fifteen account86%.

TABLE 1.16
CHILEAN IMPORTS ACCORDING TO TRADE AGREEMENTS, 1999 - 2007

(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
China 660.1 951.4 1,013.7 1,102.4 1,290.2 1,847.6 2,542.7 3,491.4 4,346.9
Canada 407.7 511.9 427.3 3215 333.1 348.5 406.4 482.9 979.]]
Central America 334 19.3 10.6 14.2 20.7 25.7 26.5 17.8 70.9
Japan 635.4 710.1 560.6 546.3 636.8 803.2 1,021.1 1,150.0 1,613.9
India 55.1 70.1 75.2 82.1 70.5 100.8 134.8 164.5 207.9
Andean Community 795.3 993.4 808.5 736.2 868.2 1,355.0 1,899.2 2,457.3 3,384.]]
South Korea 405.7 535.2 540.0 438.8 540.8 699.7 1,077.3 1,641.9 1,573.9
United States 3,022.5 3,338.4 2,888.6 2,568.6 2,576.5 3,402.2 4,722.6 5,592.1 4,886.(
Mercosur 3,092.4 4,337.6 4,705.3 4,826.6 5,931.0 7,105.2 8,810.4 9,313.2 9,401.4
Mexico 578.8 615.6 532.8 475.4 480.6 620.6 764.2 1,003.2 846.5
European Union 15 2,848.4 2,880.0 3,064.1 3,023.4 3,260.5 3,530.0 4,948.7 5,105.2 5,876.
I. Sub-Total 12,534.8 14,963.1 14,626.6 14,135.6 16,008.9 19,838.5 26,353.9 30,419.4 33,186.]
Others 1,487.2 1,879.4 1,607.3 1,617.6 1,654.7 2,615.7 3,586.2 4,492.6 9,762.9
II. Total Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949 (
1. Over Il. 89.4% 88.8% 90.1% 89.7% 90.6% 88.4% 88.0% 87.1% 77.3%

Source: Studies and Informations Department, DIREG@nuary 2009), based on data from Central Ba@hde

It is also interesting to point out that since 2Qfitost 80% of all import value has faced
preferential tariff treatment, meaning that thell pay from zero tariffs to less than the actual 6%
across the board. Table 1.16 show imports frons@lhtries or group of countries that Chile has
signed trade agreements with, that includes taliifiination.

1.3 Trade in Services

In 2007, the services sector contributed 59.9% B®Gup from 58.5% in 2008. Employment

%0 Following the UN System of National Accounts, tomstruction, electricity, and water industries jaaet of the
industrial sector.
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in the sector grew faster than in other industrles2006, 63.7% of the economically active
population worked in the services sector, up froBnl% in 1996. In 2007, Chile's services
exports amounted to US$ 8,786 millions and impam®unted to US$ 9,947 millions. According
to figures provided by the Foreign Investment Cottemj the annual inflows of foreign direct
investment in the services sector averaged USR Iniilions between 1996 and 2007, 29% of
total foreign investment.

As a consequence of Chile's long running privatrapolicy, state involvement in services is
limited. The State retains ownership of BancoEst#umpostal and railway services, and a public
television corporation. The State also owns magapsrts and airports; however, these have been
increasingly given in concession to private opegtolnvolvement of the State in any of the
sectors mentioned does not in any way precludefgiparticipation.

Chile has implemented a profound economic reforer thve last twenty years. Key aspects of such
reform are the significant changes introduced ®l#ws and regulations that govern the service
sector. As a result, transformations have takamepln its economic structure, in the dynamism
achieved by productive sectors and in the mechanigrimsertion in the global economy.

The increasing presence of foreign service progjdgserating in Chile both in terms of commercial
presence in the national market or through othendoof service marketing, have characterized
Chilean recent development in telecommunicatiares] services and administration, transport, data
processing, information technology and severalratitistries.

The four principles that regulate service liberian are the most-favored nation treatment,
absence of the requirement of local presence, madtineatment and progressive elimination of
quantitative non-discriminatory restrictions. Tédsur principles have guided the liberalization
of cross-border services in Chile in recent years.

The exchange of commercial services has expanddhdeirast 7 years, increasing from US$
8,475 millions in 2000 to a total of US$ 18,733limils in the year 2007, with a growth rate of
11.2% per annum, while trade of goods increased®%% per year in the same period. (See
table 1.17)

Table 1.17
Chile: Trends of exports and imports of goods and s ervices, 1999-2007
Million dollars and percents

1999 2000 2001 2002 2003 2004 2005 2006 2007
Exports of goods (FOB) 17,162 19,210 18,272 18,180 21,664 32,520 41,267 58,486 67,644
Exports of commercial services 3,869 4,083 4,138 4,386 5,070 6,034 7,134 7,824 8,786
% Export Ss/Export goods 23% 21% 23% 24% 23% 19% 17% 13% 13%
% Export Ss/Export goods and services 18% 18% 18% 19% 19% 16% 15% 12% 11%
Imports of goods (FOB) 14,735 17,091 16,428 15,794 17,941 22,935 30,492 35,899 43,991
Imports of commercial services 4,606 4,802 4,983 5,087 5,688 6,780 7,656 8,452 9,947
% Import Ss/Import goods 31% 28% 30% 32% 32% 30% 25% 24% 23%
% Import Ss/Import goods and services 24% 22% 23% 24% 24% 23% 20% 19% 18%
Total commerce of goods (FOB) 31,897 36,302 34,700 33,974 39,605 55,456 71,759 94,384 111,635
Total commerce of commercial services 8,475 8,885 9,121 9,473 10,757 12,813 14,790 16,277 18,733
Total commerce of goods and services 40,373 45,186 43,821 43,447 50,362 68,269 86,549 110,661 130,367
% Commerce Ss/Commerce goods 27% 24% 26% 28% 27% 23% 21% 17% 17%
% Commerce Ss/Commerce goods and servic 21% 20% 21% 22% 21% 19% 17% 15% 14%

Source: Studies Departement, DIRECON, based on data of the Central Bank, Monthly Bulletin, May 2008, page 163.
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The composition of this trade in services reflgbies importance that the flow of services has in

total trade: in 2007 it reached a share of 14%ha tbtal Chilean foreign trade in goods and

services. The evolution and composition in the 8ageéars may be appreciated in Table 1.18. The
share of trade services has declined in the lastyéars due to the large increase in the trade of
goods that increased by 250% in 2007 with resmet999.
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Table 1.18

Chile: Exports and Imports of Commercial Services 1 999-2007
Million dollars

Exports of commercial services
1999 2000 2001 2002 2003 2004 2005 2006 2007

Exports of commercial services

I. Transports 2,038.9 2,187.6 2,2940 2,2054 2,770.7 3,456.8 4,301.2 4,674.8 5,131.1
Sea transport services 1,230.3 11,2747 1,346.3 1,336.5 1,624.7 2,100.0 2,751.4 2,883.7 3,203.8
Other transports 808.7 912.9 947.7 868.9 1,146.0 1,356.9 1,549.7 1,791.1 1,927.2

1. Travel 910.8 819.4 798.5 897.6 883.4 1,095.0 1,109.1 11,2223 1,419.3

- Business travellers 85.9 78.7 98.2 256.5 205.8 166.6 150.7 172.8 251.6

- Personal travellers 824.9 740.7 700.3 641.1 677.7 928.4 958.4 11,0495 1,167.7

111. Other commercial services 919.2 11,0759 1,0459 11,2825 1,4154 14819 1,723.8 19273 22351

- Communication services 182.6 207.3 124.7 161.8 158.1 162.7 147.8 142.9 154.3

- Construction services - - - - - - - - -

- Insurance services 76.5 76.0 70.5 137.9 124.1 136.2 163.1 189.4 216.5

- Financial services 42.3 375 34.2 24.6 29.6 31.4 34.0 37.4 40.3

- Computer and information services 30.3 33.4 42.8 62.9 81.4 70.5 74.2 78.4 82.0

- Royalties and licence fees 6.0 10.0 24.9 41.1 45.5 48.5 54.0 55.2 61.3

- Other business services 469.6 601.6 652.0 745.3 829.9 889.8 1,087.4 12414 14875

- Personal, cultural and recreational services 23.0 21.7 29.0 38.6 67.6 58.3 69.2 78.4 84.5

- Government services, n.i.e. 88.9 88.4 67.7 70.3 79.3 84.5 94.2 104.2 108.8

Total exports of commercial services 3,868.9 4,0829 4,1384 4,385.5 5,069.5 6,033.7 7,1340 7,824.3 8,7855

Annual rate of growth 6% 1% 6% 16% 19% 18% 10% 12%

Imports of commercial services
1999 2000 2001 2002 2003 2004 2005 2006 2007

Imports of commercial services

I. Transports 2,059.6 2,191.2 2,259.8 2,299.9 25853 3,353.7 4,135.0 4,571.2 5,274.8
Sea transport services 1,281.9 1,385.0 14979 14559 16031 2,213.8 29148 3,202.6 3,788.7
Other transports 777.7 806.1 761.9 844.0 982.2 11,1399 1,220.2 1,368.6 1,486.1

1. Travel 752.2 619.8 708.2 672.8 850.3 977.1 1,050.5 1,239.3 1,761.7

- Business travellers 47.7 40.9 168.0 226.6 541.0 618.4 379.2 444.8 536.8

- Personal travellers 704.5 578.9 540.2 446.2 309.3 358.7 671.3 7945 1,225.0

11l. Other commercial services 1,7944 1,990.7 2,0145 21143 2,251.9 2,4488 2,570.0 26419 2,910.6

- Communication services 129.7 110.0 95.1 137.2 155.6 159.9 158.3 137.4 149.5

- Construction services - - - - - - - - -

- Insurance services 153.1 192.3 210.6 353.1 435.1 451.3 462.8 431.2 479.0

- Financial services 2415 221.7 203.4 230.4 213.9 282.9 256.2 318.8 367.7

- Computer and information services 49.8 78.3 46.5 40.7 75.4 73.7 71.2 73.3 67.5

- Royalties and licence fees 324.2 2975 268.6 250.6 257.1 307.3 347.5 383.7 434.2

- Other business services 7215 909.4 1,019.5 9245 935.4 998.5 1,037.2 1,030.7 1,124.6

- Personal, cultural and recreational services 42.1 438 36.3 44.0 47.2 48.4 52.7 55.0 59.2

- Government services, n.i.e. 132.5 137.8 134.5 133.8 132.1 126.7 184.0 211.9 228.9

Total imports of commercial services 4,606.1 4,801.7 4,9826 5,087.0 56875 6,779.6 7,7555 8,452.4 9,947.1

Annual rate of growth 4% 4% 2% 12% 19% 14% 9% 18%

Source: Studies Departement, DIRECON, based on data of the Central Bank, http://www.bcentral.cl/publicaciones/estadisticas/sector-externo/ext01

1.4 Investment

Foreign Investment in Chile

Chile has achieved widespread recognition fortitsng) track record in attracting FDI. Between
1974 and 2007, materialized foreign investmentledt&)S$ 91.4 billion, of which 90% entered
the country after 1990. The stock of FDI in Chigached almost 55% of GDP by 2007, up from
just 30% in 1995.

During the 1990's, FDI inflows represented an ahmawarage 6.1% of Chile's GDP, rising to
9.1% between 1996 and 1999. After the surge ofiRBte 1990's, and after reaching a US$ 9.9
billion record-high in 1999, foreign investmentlows have been dropping, falling to an average
of 5.7% between 2000 and 2007. These results areoifisequence of a downturn in international
economic conditions, which has affected FDI in atradl countries.
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As from 2001, the mergers and acquisitions mantetviously the driving force of FDI around
the world and in Chile- collapsed in the face afbgll economic uncertainty, a drop in share
prices, and weaker corporate earnings, while matitinal companies cut back their expansion
budgets. To some extent, this trend representetuenrto more sustainable and realistic levels of
FDI, after the so-called "investment bubble" of t@90's during which global capital flows
reached record levels.

Moreover, FDI flows into Latin America have alsoebeaffected by instability in some of the
region's countries, and the heavy losses sustdigeal number of investors. As a result, risk
aversion -accentuated by shareholder pressuranis fihat have experienced difficulties- also
helps to explain weaker FDI in the region. Whilerthhas been no scale withdrawal from Latin
America, investment is being delayed and some tovgsspecifically foreign banks, have left the
region.

In the case of Chile, FDI figures have also beestodied in recent years by a trend towards
greater use of the local capital market by forémestors. Encouraged by the high liquidity and
dynamism of the country's financial sector andhittorically low interest rates, an increasing
number of overseas companies are sidestepping myehate risk by raising finance locally,
either borrowing from local banks or placing bowdsthe local market. This trend, although very
positive for Chile's financial market, is reflecteglgatively in the figures for incoming FDI.

Foreign Direct Investment in Chile*
as % of GDP: 1995 — 2007
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*Includes investment through Foreign Investmentuiéa(D.L. 600), Chapter XIV and Chapter XIX.
Sources: Central Bank of Chile, Foreign Investn@mmnmittee.
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Investment Mechanism

Since 1974, when the Foreign Investment Statute. (@00) came into force, the vast majority of
foreign investors have chosen to use this mechanisier which an investor signs a legally
binding contract with the State for the implemeintatof an individual project and, in return,
receives a number of specific guarantees and flgBstween 1974 and 2007, investments worth
US$ 64.7 billion, representing 71.1% of the totAl hflow, used this mechanism.

However, a simpler investment mechanism, Chaptst oflthe Central Bank's Compendium of
Foreign Exchange Regulations (CFER), also existsded this mechanism, foreign investors
need only comply with registration procedures.

A third mechanism, Chapter XIX of the CFER playedirmportant role between 1985 and 1991,
when it was used for investments totaling US$ 3lkob, mainly in the manufacturing and
services sectors. However, this debt conversiorhar@sm is no longer in operation.

Foreign Direct Investment in Chile, 1974 - 2007
(US$ Million)
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Sources: Central Bank of Chile, Foreign Investn@omnmittee

Investment By Sector

Between 1990 and 2007, Mining accounted for 32%oign investment materialized via D.L.
600, followed by the Electricity, Gas and Waterustlies (22%); Services (20%); Transport and
communications (12%); Manufacturing (11%); Condfiarc (2%); and Agriculture, Forestry and

31 (set out in the Policies, Regulations and Procedseetion of thevwww.cinver.clwebsite )
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Fishing (1%). In the Services sector, the most ingud segments were Financial Services (49%),
Insurance (17%), and the Wholesale and Retail T{h2i).

Foreign Investment Statute (D.L.600), 1990-2007
Breakdown by Sector

Agriculture, forestry and
. fishing
Services 1%

20%

Mining
32%

Transport and
communications
12%
Construction

L f 2%
Electricity, gas and water Manufacturing
22% 11%

Source: Foreign Investment Committee

Until 1990, mining projects represented 47% of D@&00 investment, boosted by the
government's decision to lift restrictions on ptéevanvestment in the exploration and exploitation

of mineral deposits. Similarly, investment in ficéal services was encouraged by the
deregulation of the financial sector.

Since 1990, however, other sectors have gainatpeitance and the mining's share of D.L. 600
investment gradually diminished to an average 16%4999-2001. However, in 2002, it was
again the largest recipient sector with 59% of mialiezed FDI -due mainly to the US$ 1.1 billion
acquisition of Exxon's La Disputada mine by UK-lhgeglo-American. In 2003, represented
30% of the total FDI, and in 2004, the mining reedi FDI worth US$ 350 million, and this
figure increased in 2005 to US$ 822 million du¢hte new copper and gold projects. In 2006, the
mining sector represented 36.1% of total investmEe relative decrease in the preeminence
of mining investments was counterbalanced mainlyhigher investment in the Transport and
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Communications industries (including telecommundoet) and in the Electricity, Gas and Water
sectors.

This was mainly the result of privatizations in #mergy and telecommunications sectors and of
the intense competition that followed the deregomaibf mobile and long-distance telephone
services. In addition, an infrastructure concessiprogram, launched in 1995, opened the way
for the participation of private capital, mostlyifn abroad, in the construction and operation of
roads and airports. Water privatizations and a essions program for water treatment services
have also captured important inflows of FDI in m#cgears.

Foreign Investment Statute (D.L. 600)
Services Sector: Breakdown by Sub-sector (1990-2007
(Total Services: US$ 11.9 billion)

Engineering and business
services

Other Services Wholesale and retail trade
11% 12%
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Source: Foreign Investment Committee

From 1997 to 2001, in line with a worldwide tre@hile saw a dramatic surge in M&A (mergers
and acquisitions) activity, mainly in electricityné telecommunications sectors. In 1999, for
example, Spain's Endesa paid US$ 3.2 billion foall@lectricity company Enersis, while other
large M&A operations included the acquisition betwe2000 and 2001 of the Gener power
producer by US-based AES Corp. and, in 2001, Tetedtalia's acquisition of the Entel
telecommunications company.
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Since 2001, the trend has again changed, shiftivgrds projects that require smaller amounts of
capital but have a high impact in terms of job tiozaand the transfer of technology. In addition,
projects of this type have reinforced Chile's poritas a regional business center from which to
export goods, or provide services, to other coastrThis has, in turn, attracted new investment
in service sectors, such as the hotel and offiopgity markets.

These smaller, high-impact projects are numeroud diverse, ranging from software
development initiatives, call centers and sharedices centers to new investment in the
manufacturing and agribusiness sectors. Exampldggedatter include a US$ 25 million breakfast
cereal plant in Santiago, launched in April 200d&anf which Switzerland's Nestlé supplies
regional and international markets, and a new salfeed plant, also representing an investment
of US$ 25 million, inaugurated in southern ChileNgtherlands-based Nutreco.

Origin of Investment

Between 1990 and 2007, 25% of D.L. 600 investmantshile originated in the United States,
followed by Spain (22%), Canada (17%), the Unitédgdom (9%), Australia (4%), and Japan
(3%). During that period, the 15 pre-enlargementopean Union member states accounted for
41.6% of total FDI materialized through D.L. 600hile, as a group, the OECD countries
accounted for 92.4% of the total.

Foreign Investment Statute (D.L. 600)
Breakdown by Country of Origin (1990-2007)
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Foreign Investment Statute (D.L. 600)
Breakdown by Chilean Regions (1990-2007)
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As regards the geographic destination of FDI witGinile, 39% of materialized FDI between
1990 and 2007 was invested in multi-regional pitsjewhile 26% went to Metropolitan region,
followed by Region Il and Region | in the northtbé& country, which accounted for 14% and 6%
of total inflows, respectively.

1.5 Introduction of FTAs signed by each party

I.5.A Modalities of Negotiation
a. Asia Pacific

For years, Chile has been expanding its tradedm#ia Pacific region. For example, China is
Chile's second trading partierwhile Japan and Korea are among Chile's five mastination
markets. The FTA concluded with South Korea in Baby 2003 and entered in force in April
2004, is the first trans-Pacific agreement of itedkand places Chile in a privileged position to
strengthen its economic ties with Pacific Asia aad as a bridge between Asia and South

32 Trade=(exports+imports). China is Chile’s firstrke for its exports (2008 figures).
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America.

Chile has continued to expand its commercial presém Pacific Asia. It finished negotiations

in 2005 of a Transpacific Strategic Economic Pashi@ Agreement with New Zealand,

Singapore and Brunei Darussalam; signed a FreeeThapleement with China that begun to
operate in 2006; a Preferential Trade Agreemertt Widia that came in force in 2007, and a
Free Trade Agreement with Japan that is operatisimgle September 2007. The negotiation
with Australia ended in July 2008. Chile is curtgrih negotiations with Malaysia and beginning

a process of negotiations with Vietham

b. The Americas

During the first half of the 1990's, Chile develdpa network of agreements for economic
complementation with all the South American cowsr{Argentina, Brazil, Bolivia, Colombia,
Ecuador, Paraguay, Peru, Uruguay and Venezueldpwing the Latin American Integration
Association (LAIA). These are agreements negdtiat@der the Enabling Clause, which
regulate only trade in goods and contain limitestigilines. Later Chile negotiated free trade
agreements (FTA) with Canada, Mexico, Panama atid @&ntral American countries: Costa
Rica, El Salvador and Honduras. These agreemeuésdmnmon disciplines, but market access
was negotiated bilaterally.

Chile's most ambitious trade agreement in the Acasris the FTA with the United States, which
was concluded in June 2003 and entered into farcganuary 2004. The US is Chile's main
trading partner and largest foreign direct investdihe FTA has facilitated the increase of the
value-added content of Chilean exports, establiskess and transparent rules for settling trade
disputes, and it is expected to encourage investargh to strengthen the capital market. The
results of this FTA show that a developing countgn reach a mutually satisfactory and
comprehensive agreement with a developed coungyain agreement, which does not focus
exclusively on market access, but also includestiiosnal matters that enhance transparency
and competition which, over time, will benefit alluntries that trade with Chile.

C. Europe

Chile has consolidated its relations with Europeud, 1 February 2003 saw the entry into force
the FTA between Chile and the European Union, aeeamgent which covers not only trade issues,
but political and cooperation areas as well. Inghbéktical area, the agreement seeks to promote,
disseminate and defend democratic values, whitkdérarea of cooperation, it seeks to contribute
to the application of the objectives and principdéshe Agreement, including, in particular, the
following areas: science, technology and informasociety; culture, education and audiovisual
media; and social cooperation. In the economicteadk area, the Agreement seeks progressive
and reciprocal liberalization of market accessdoods, services and government procurement.
At the same time, as in the case of the FTA with thnited States, it establishes disciplines in
areas such as intellectual property, technicaldstals, sanitary and phytosanitary measures,
competition policy and customs procedures to eragmirthe development of trade. It also
introduces a dispute settlement mechanism.

Alongside this deepening of its relations with g, in March 2003 Chile signed an FTA with

the European Free Trade Association (EFTA) andredt@ force in December 2004. It regulates
trade in goods and services, government procureraedtvarious trade disciplines, including the
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reciprocal elimination of anti-dumping duties andigpute settlement mechanism to resolve any
disagreements between the parties.

Concerning the Main Contents of the FTAs in the@&is on Trade in Goods is included:

Standstill in customs duties.

Acceleration of customs duties elimination.

Binding the benefits of Generalized Systems ofdétefces (GSP), when the partner
has this system.

Elimination of non-tariff measures.

Elimination of bilateral export subsidies.

Elimination of exports taxes.

YVVV VVY
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. ECONOMIC RELATIONS
BETWEEN CHILE AND HONG-KONG,
CHINA
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I. ECONOMIC RELATIONS BETWEEN CHILE AND HONG KONG ,
CHINA

I.1. Bilateral Trade in Goods

In 2007, bilateral trade between Chile and Hong dsdbhina reached a level of 165.9 million
dollars. This places Hong Kong as Chile’s 0.15%bgldrading partner. This figure is well below
what was recorded a few years ago, when bilatemdetflows reached 0.31% of Chile’s total
(2000). The growth in trade between Chile and HKogg is the result of a lower than average
evolution in exports and imports, thus generatingnarease in bilateral exchange around 146 %
only since 2003, less than the growth of Chiletsbgl trade in the same period (228 %)

TABLE 2.1
TRADE BETWEEN CHILE AND HONG KONG, 1999 - 2007
(million of dollars and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
|. Hong Kong
Exports (FOB) 192.7 60.5 51.7 26.6 78.6 143.6 100.6 112.9 112.9
Imports (CIF) 49.6 48.5 39.2 40.9 69.3 72.7 89.2 1115 53.4
Trade Balance 143.1 12.0 125 -14.3 9.2 70.9 11.4 1.4 59.
Trade Exchange 242.2 108.9 90.9 67.5 147.9 216.3 189.8 224.4 165.9
1. Global
Exports (FOB) 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.9
Imports (CIF) 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,9494
Trade Balance 1,892.6 1,582.5 1,434.1 1,923.2 2,963.5 9,006.0 9,311.7 22,8445 23,769.4
Trade Exchange 29,936.6 35,267.5 33,902.0 33,429.5 38,290.8 53,914.3 69,192.0 92,668.6  109,667.4
11I. Participation
Exports 1.21% 0.33% 0.29% 0.15% 0.38% 0.46% 0.26% 0.20% 0J17%
Imports 0.35% 0.29% 0.24% 0.26% 0.39% 0.32% 0.30% 0.32% 012%
Trade Exchange 0.81% 0.31% 0.27% 0.20% 0.39% 0.40% 0.27% 0.24% 0J15%

Source: Studies and Informations Department, DIREG&anuary 2009), based on data from Central Ba@hde

The trade balance, exports minus imports, in 26@tked a surplus of 59.1 million dollars that
is far from the -14.3 million-dollar deficit of 2Q0 The traditional even or small surplus in favor
of Chile during the 1999-2006 period was replacgd bobust surplus in 2007

As in total trade exchanges, in 2007, the Hong Keognomy has reduced its share in Chilean
exports, accounting for 112.5 million dollars.

Imports coming from Hong-Kong in 2007 reached 58lion dollars, placing Hong-Kong
supplies with 0.12% of imported goods to Chile. démtp from Hong-Kong have increased at a
lower pace than exports, reaching between 2002660d a growth of 31%, much less than total
imports, which increased 173% in the same period.

I.1A.  Exports

In 2002, Hong-Kong accounted for 0.15% of Chilexpats. In 2007, given that in the past five
years Hong Kong has increased its importance asr&keandestination of Chilean exports, it
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provides 0.17% of all exports, thus marginally gasing its share in exports. This figure has not
been stable and in the period has fluctuated betwer % (1999) and 0.15% (2002).

TABLE 2.2
CHILE'S EXPORTS TO HONG KONG, 1999 - 2007
(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
1. Exports to Honk Kong 192.7 60.5 51.7 26.6 78.6 143.6 100.6 112.9 112.9
II. Global Exports 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.9
1. Over Il 1.21% 0.33% 0.29% 0.15% 0.38% 0.46% 0.26% 0.20% 0f17%
Rate of growth (%)
Exports to Hong Kong - -68.6% -14.5% -48.6% 195.3% 82.8% -29.9% 12.2% -q.4%
Global Exports - 15.8% -4.1% 0.0% 16.7% 52.5% 24.8% 47.1% 155%

Source: Studies and Informations Department, DIREG&anuary 2009), based on data from Central Ba@hde

Hong Kong has increased its standing as a buyesumed in export share, between 2002 and
2007 exports increased in a record 323%, averagimyially a rate of growth of 33%, which
compares to the 277% growth in global exports exgame period (an average of 30% annually).
On the other hand, it is interesting to point ooattthis increase in exports has not been
continuous in the whole period (1999-2007) - withelrs with a reduction in exports and 3 years
with a positive growth- without a clear trend tali@ase exports.

Hong Kong represents an expanding and high-incorken of 7.1 million people and
imports for US $ 366 billion, rapidly expanding.

TABLE 2.3
CHILE'S EXPORT TO HONG KONG ACCORDING TO ISIC, 1999 - 2007
(million of dollars FOB)

1999 2000 2001 2002 2003 2004 2005 2006 4oo7
I. Agriculture, Fruit, Livestock Silviculture and E xtractive 33.1 30.9 26.1 10.1 28.2 43.7 39.6 49.8 46.1]
Fishery
Agriculture, Fruit and Livestock 33.0 30.7 26.0 9.8 274 41.7 39.1 49.7 45.8
Silviculture 0.0 0.0 - - 0.0 0.0 0.0 - 0.2]
Extractive Fishery 0.1 0.1 0.1 0.3 0.8 2.0 0.6 0.0 0.0
II. Mining 33.7 19.6 17.3 11.9 37.2 83.3 35.1 26.2 7.8
Copper 27.8 19.6 17.3 11.9 37.2 83.3 35.1 26.2 7.8
Other 5.8 - - - - - - 0.0 0.0
111. Industry 125.6 9.7 8.2 4.6 13.2 16.6 24.3 36.2 53.7|
Foodstuff and beverages 2.8 7.6 6.3 3.2 11.8 14.9 19.1 29.5 38.7]
Textiles and apparel 0.2 0.2 0.7 0.1 0.3 0.7 25 3.7 8.4
Forestry and Furniture 0.2 0.2 0.3 0.6 0.1 0.2 0.3 0.3 0.1
Cellulose, paper and by-products 116.3 1.3 - 0.0 0.0 0.0 0.2 0.1 2.5
Proccessed and unproccessed chemicals 59 0.1 0.5 0.3 0.6 0.6 1.2 25 2.7]
Glass, clay and porcelain products - - 0.0 - 0.0 - 0.0 0.0 0.0]
Basic steel and iron industry 0.1 0.3 0.3 0.1 0.0 0.0 0.5 - 0.7]
Metal products, machinery and equipment - 0.0 0.0 0.3 0.4 0.1 0.5 0.1 0.7]
Non specified manufactures 0.1 - - 0.0 - 0.0 0.0 0.0 0.0
IV. Others 0.2 0.3 0.2 0.0 0.0 0.0 1.6 0.7 4.9
V. Total Exports 192.7 60.5 51.7 26.6 78.6 143.6  100.6  112.9 :L12.5I

Source: Studies and Informations Department, DIREGEanuary 2009), based on data from Central Ba@hie

A sample of the dynamic success of the Hong Kommmamy are the economic results of 2007,
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where exports reach&da record high of US $ 349.4 billion and GDP grovehched 5.0% in the
period 1989-2006. Imports have also increased ave heached about US $ 370.1 billion in
2007. Although Hong Kong imports are diversifi€hina is the largest supplier with 46% of
total imports. Hong Kong (2007 figures) imports 52,127 per person, but imports from Chile
only reached to 0.03% of total imports, i.e. alld8t$ 16 per person come from Chile.

i. Export Sectors

Table 2.4 allows appreciating that Chilean exptotgards Hong Kong are concentrated mainly
within two sectors (agriculture and industry), whiaccount for 88.7% of total exports to Hong

Kong. Although the mining sector had been a dontisagtor, its importance has been reduced,
due to the lesser copper exports to Hong Kongjra@007 it represented 7.0% of total exports.

TABLE 2.4
TRUCTURE OF CHILE'S EXPORTS TO HONG KONG ACCORDING TO ISIC, 1999 - 2(
(%)
1999 2000 2001 2002 2003 2004 2005 2006 4oo7
Li,;?:rr;ulture, Fruit, Livestock Silviculture and E xtractive 17.2 51.0 50.5 381 35.9 304 39.4 441 410
Agriculture, Fruit and Livestock 17.1 50.8 50.3 36.8 348 29.0 38.8 44.0 40.8
Silviculture 0.0 0.0 - - 0.0 0.0 0.0 - 0.2]
Extractive Fishery 0.1 0.2 0.2 1.3 1.1 1.4 0.6 0.0 0.0
II. Mining 175 324 334 44.8 474 58.0 34.9 23.2 7.0
Copper 14.5 32.4 33.4 44.8 474 58.0 34.9 23.2 7.0
Other 3.0 - - - - - - 0.0 0.0
1I. Industry 65.2 16.1 15.8 17.1 16.7 11.6 241 321 47.7]
Foodstuff and beverages 14 12.6 12.1 11.9 15.0 104 19.0 26.1 34.4]
Textiles and apparel 0.1 0.3 1.4 0.5 0.4 0.5 25 3.3 7.5]
Forestry and Furniture 0.1 0.4 0.6 2.3 0.2 0.2 0.3 0.3 0.1
Cellulose, paper and by-products 60.3 2.2 - 0.0 0.0 0.0 0.2 0.1 2.2]
Proccessed and unproccessed chemicals 3.1 0.2 0.9 1.0 0.7 0.4 1.2 2.2 2.4
Glass, clay and porcelain products - - 0.0 - 0.0 - 0.0 0.0 0.0]
Basic steel and iron industry 0.1 0.4 0.7 0.2 0.0 0.0 0.5 - 0.6
Metal products, machinery and equipment - 0.0 0.1 1.2 0.4 0.0 0.5 0.1 0.6}
Non specified manufactures 0.0 - - 0.1 - 0.0 0.0 0.0 0.0
IV. Others 0.1 0.5 0.4 0.0 0.0 0.0 1.6 0.6 4.3
V. Total Exports 100.0 100.0 100.0 1000 1000 100.0 100.0  100.0 100.0|

Source: Studies and Informations Department, DIREGEanuary 2009), based on data from Central Ba@hie

It is worthwhile to highlight that the industriaéctor has also shown growth (industrial exports
increased by 48% in 2007), where cellulose, papdrlg-products have reduced its importance
in total exports (2% of exports in 2007), the laigerease has come from the foodstuff and
beverages industry (34.4% of total exports), artlés and apparel (7% of total exports in 2007).
The latter is a clear example of how the growthhiea demand of the non-traditional Chilean
exports has been able to reach a market sizeghabie important than the copper industry in
those markets.

Within the industrial sector, the main exports faed products (34.4% of total exports), followed
by textiles and apparel (7.5%) and processed apboassed chemical products (2.4%)

The 25 main products concentrate 82.2% of all afe@h exports to Hong Kong (in 2007), and
agricultural and fruit products have a large pgéition in total exports: cherries, table grapes

% Including re-exports
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and fresh plums can explain 25% of total exports.

TABLE 2.5
CHILE'S MAIN EXPORTS TO HONG KONG, 2007
(millions of dollars FOB and %)
HS Description
FOB %
8092000 Cherries fresh. 11,259,503 1p.0
8061030 Grapes of the variety Red Globe 10,538,086 | 9.4
74031100 Copper Cathodes and sections of cathhodes01,881 5.7
8094010 Plums fresh 5,831,468 §.2
2071430 offal cuts and offal frozen 5,293,607 #.7
25000Q Services considered as exports 4,885,113 | 4.3
16059080 Limpet (Fissurella spp.) 4,385,p06 B.9
2071424 wings cuts and offal frozen 4,303p19 (3.8
8081020 Apples, fresh of the variety Royal Galp 4,954 3.7
511919(@O0ther; products of fish or crustacenas | 3,330,709 3.G
41044100 Full grains leather, unsplit and graintspli 3,203,048 2.4
22042121 Wines of fresh grapes,cabernet sauvignon025321 2.7

8105000 Kiwis fresh

2,930,192 2|6

8061090 Fresh grapes, other varieties 2,640,292 | 2.3
41079200 Grain splits 2,514,115 2.2
48010010 Newsprint, in rolls 2,466,458 2.2

3042942Frozen fish fillets Atlantic Salmon and [ 2,247,429 2.0
392020100ther plates, sheets , film, foil and strig 2,090,878 1.9

3079931Frozen chilean abalone (Concholepas| 1,834,89% 1.6

8081060 Apples, fresh of the variety Granny Smith 719,52€ 1.5
41041100 Full grains leather, unsplit and graintspli 1,622,729 1.4

8081040 Apples, fresh of the variety Fuiji 1,601,835 4 |1.
74031900 Refined copper, unwrought articles ngsoi 16,319 1.3

8061050Grapes, fresh, of the variety crimson s 1,392,683 1.2
16059040 Chilean abalones prepared or presered. 4,328 1.2

Total Principal Products 92,396,85p 82.2
Others 20,066,246 17
Total Exports 112,463,118 ###H{

Source: Studies and Informations Department, DIREG@anuary 2009), based on data from Central Badihie

ii. Export products
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Chile, in 2007 exported 178 products to the Hongdkmarket. This figure only represents 3.3%
of the total number of products that Chile exportedhe world in the same yéarTable 2.5
shows the twenty five main export products soldHtang Kong. These twenty five products
account for 12% of the total number of productdlgol Hong Kong and explain 82.2% of all
sales to Hong Kong.

Also it can be seen that out of the twenty fiveduats, 9 are related to the industrial sector
(including food industry) and account for 37.2%atifexports to Hong Kong. Twelve agricultural
and fishing products are responsible for 20.3%ldfean exports to Hong Kong.

I.1.B  Imports

As it has been said before, Hong Kong is the sappli 0.12% of the imported goods to Chile,
registering in 2007 imports of 53.4 million dollarEhis represents a reduction of -52.1% in
comparison with the previous year and, at the stame, represents a record low level, and an
increase over the earlier imports in 2002 of 30.6%.

TABLE 2.6
CHILE'S IMPORTS FROM HONG KONG, 1999 - 2007
(million of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 4007
|. Imports from Hong Kong 49.6 48.5 39.2 40.9 69.3 72.7 89.2 111.5 53.4
1I. Global Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949.4
1. Over Il 0.35% 0.29% 0.24% 0.26% 0.39% 0.32% 0.30% 0.32% 0J12%
Rate of growth(%)
Imports from Hong Kong - -2.3% -19.1% 4.3% 69.6% 4.8% 22.7% 25.1% -5201%
Global Imports - 20.1% -3.6% -3.0% 12.1% 27.1% 33.3% 16.6% 2310%

Source: Studies and Informations Department, DIREG&anuary 2009), based on data from Central Ba@hde

In terms of the behavior of imports coming from lgdfong between 1999 and 2007, these have
experienced irregular rates of growth along the lepriod, with a reduction in 3 years (2000,
2001 and 2007).

TABLE 2.7
STRUCTURE OF CHILE'S IMPORTS FROM HONG KONG ACCORDI NG TO TYPE OF GOOD, 199¢
(%)
1999 2000 2001 2002 2003 2004 2005 2006 Joo7
I. Consumer Goods 81.9 84.9 82.5 80.3 74.2 66.8 56.6 57.8 40.8
Il Intermediate Goods 13.9 12,5 135 14.1 195 21.0 22.9 25.9 30.7
Petroleum - - - - - - - - -
Other fuels and Lubricants 0.1 0.0 - 0.0 0.2 - 0.1 - 0.0
IIl. Capital Goods 4.2 2.6 4.0 5.6 6.3 12.0 20.3 16.3 28.6
IV. Total Imports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0]

Source: Studies and Informations Department, DIREQ&anuary 2009), based on data from Central Ba@hde

Table 2.7 shows the type of goods that are impdirmah Hong Kong. It is apparent that the
majority of imports are concentrated in consumesdgoand in intermediate goods that account
respectively for 40.8% and 30.7% of total importfginating from Hong Kong in 2007. It's
important to note that in this type of product, lgdfong accounts for a small fraction of our

34 Chile exported 5.258 products in 2007
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capital goods and of intermediate goods.

TABLE 2.8
CHILE'S IMPORTS FROM HONG KONG ACCORDING TO TYPE OF GOOD, 1999 - 200
(millions of dollars CIF)

1999 2000 2001 2002 2003 2004 2005 2006 Joo7
I. Consumer Goods 40.6 41.2 32.3 32.8 51.5 48.5 50.5 64.4 21.8
Il Intermdiate Goods 6.9 6.0 5.3 5.8 135 15.3 20.4 28.9 16.4
Petroleum - - - - - - - - -
Other fuels and Lubricants 0.0 0.0 - 0.0 0.1 - 0.1 - 0.0
IIl. Capital Goods 21 1.2 1.6 2.3 4.3 8.7 18.1 18.2 15.3
IV. Total Imports 49.6 48.5 39.2 40.9 69.3 72.7 89.2 111.5 53.4

Source: Studies and Informations Department, DIREQ&anuary 2009), based on data from Central Ba@hde

The latter, together with the fact that global imipan consumer goods have been increasing over
the years, imply that there has been a deviatiomjports where the Chilean economy prefers to
buy goods consumer goods from other traditionapkers instead of Hong Kong.

Capital goods imports are a smaller portion of ingpérom Hong Kong, but have increased in
the last 3 years, reaching to 28.6% of total ingofmdm that country in 2007.

In terms of how the import mix has evolved over 1889 — 2007 period, it can be said that there
has been a certain amount of shuffling within et of goods, showing an increase in the share
of capital goods and in intermediate goods impdsiace 2003, capital goods have increased
their presence in total imports from a 6.3% of impaoming from Hong Kong to the 29%
reached in 2007.

Table 2.9 shows imports according to productiveasecaccording to ISIC. As it can bee seen

100% of all imports come from the industrial secod are mainly metal products, machinery
and equipment and basic steel and processed anocesped chemicals.
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TABLE 2.9
IMPORTS FROM HONG KONG ACCORDING TO ISIC, 1999 - 2007
(million of dollars CIF)

1999 2000 2001 2002 2003 2004 2005 2006 4oo7
I..Agrlculture, Fruit, Livestock Silviculture and E xtractive 0.0 R 0.0 0.0 R 0.0 0.0 0.2
Fishery
Agriculture, Fruit and Livestock 0.0 - 0.0 0.0 - 0.0 0.0 0.1
Silviculture - - - 0.0 0.0 0.0 0.0 -
Extractive Fishery - - - - - 0.0 - 0.2
1. Mining - - - 0.0 0.0 0.0 0.0
Copper - - - - - - -
Other - - - 0.0 0.0 0.0 0.0
11l. Industry 495 48.4 39.2 40.9 69.3 725 89.0 111.3 53.4
Foodstuff and beverages 0.0 0.0 0.0 0.3 0.0 0.0 0.0 0.0 0.1
Textiles and apparel 21.0 26.1 20.9 19.4 24.3 18.4 24.4 29.1 9.5
Forestry and Furniture 0.3 0.2 0.3 0.5 0.4 0.6 0.9 0.6 0.7]
Cellulose, paper and by-products 03 0.2 0.3 0.2 0.2 0.3 0.4 0.9 0.6
Proccessed and unproccessed chemicals 10.2 4.8 6.1 6.7 8.7 9.4 11.0 135 4.1
Glass, clay and porcelain products 05 0.2 0.2 0.2 0.6 0.7 0.9 1.0 0.5]
Basic steel and iron industry 0.0 0.0 0.0 0.1 0.0 0.1 0.1 0.6 0.1]
Metal products, machinery and equipment 12.7 12.7 7.5 9.9 28.6 38.1 46.5 59.5 35.9
Non specified manufactures 4.6 4.2 39 3.7 6.5 4.9 4.8 6.1 2.1
IV. Others 0.0 0.0 0.0 - 0.0 0.2 0.1 0.0 0.0
V. Total Imports 49.6 48.5 39.2 40.9 69.3 727 89.2 1115 53.4

Source: Studies and Informations Department, DIREG@nuary 2009), based on data from Central Baghide

Contrarily to exports, imports show a higher degrééiversification given that in 2007, Chile

imported from Hong Kong 968 different products, erhiaccounts for 15% of the number of
products that Chile imports form the wofldTable 2.10 shows the top twenty five products tha
Chile imports from Hong Kong, which represent ogragate 58.1% of total imports that are of
Hong Kong origin, thereof giving an example of hawwre diversified imports are than exports. It
can also be seen that the majority of the prodbetenging to the top twenty five are metal
products, machinery and equipment products.

35 Chile imported 6,581 different products form therld in 2007
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TABLE 2.10

CHILE'S MAIN IMPORTS FROM HONG KONG, 2007

(millions of dollars CIF and %)

HS Description
FOB %

85176210 «switching and routing apparatus» 4,841,2021 | 9
84733000 Data processing machine parts 4,431,682 | 8.3
8528729(0ther Not designed to incorporate aviq 3,784,922 7.1
85285111 Liquid crystal displays 3,454,%22 6.5
85177000Parts of apparatus for the transmission| 3,343,708 6.3
8517629(0ther apparatus for the transmission of 1,587,92%  3.C
8205510(00ther hand tools (including glaziers' diz 762,518 1.4
95030090 Other toys 701,443 1.3
853650190ther Electrical switching for a voltage 635,96% 1.2
640399920ther shoes, for men, with in-soles of g 610,947 1.1
85271300Reception apparatus for radio combing 603,411 1.1
62046291 Trousers 582,202 1.1
62052010 Cotton mens shirts 519,37 [L.O
40151930For household use ( gloves, mittens an 488,463 0.9
39241000 Tableware and kitchenware 470{201 (0.9
94033090 Workstations 467,437 (.9
6110200(0Sweaters pullovers sweatshirts and sin 462,121 0.9
85182100Single loudspeakers mounted in their & 439,29% 0.8
61091011 «t-shirts» 428,9r3 08
84145900 Other fans 426,760 (.8
3926909(0ther articles ofplastics and articlesof ¢ 419,850 0.8
84716010 --Combined input/output units 413,644 0.8
62034210 Men's or boys' trousers denim of cottgn sy, 0.8
85423200 --Memories 384,986 07
420292100ther with outer surface of plastic shee 357,12Q0 0.7

Total Principal Products 31,024,661 58.1

Others 22,384,448 419

Total Imports 53,409,129 ####

Source: Studies and Informations Department, DIREGIanuary 2009),
based on data from Central Bank of Chile

1.2. Bilateral Trade in Services
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Unfortunately, in this area of the bilateral redatithere is no reliable data accounting the biddter
flow of services between Hong Kong and Chile. Etlemugh there is no record of Hong Kong
trade in services to Chile, we have detected somernactivity of Chilean services in Hong
Kong, as maritime transport services.

1.3 Bilateral Investments
II.3.A  Chilean Investment in Hong Kong

There are no official statistics on Chilean investimin Hong Kong, given that there is not yet
any official methodology for accounting for thiggyof investment in Chile, and no investments
by Chilean companies were identified for this study2007, the stock of Hong Kong inward

investment stood at US $ 1,184.0 bilfi§rof which 41% came from mainland China, and the
portion coming from South America is included ire tbategory “Other”, with less than 9% of

total inward investment in 2007.

I1.3.B  Hong Kong, China Investment in Chile

An increasing level of transactions in goods, tabigroducts, has marked economic relations
between Chile and Hong Kong although some sendgeesbe detected, while, in comparison,
direct investment levels have not been identifiess an example, we may indicate that there is
no registered Hong Kong investment for the peri®@d4t2007 received by Chile.

This performance pattern reflects, however, theegdrpattern of other Asian investments both
worldwide and in Latin American and the Caribbeaharacterized by a strong asymmetry
between Asian presence in international trade,henane hand, and the low profile of direct
foreign investment, on the other.

Asian investors in South America have traditionallgveloped projects aimed at ensuring the
quality, continuity and stability of raw materialiges. In Chile, there are registered investments
from 63 countries in the period 1974-2007, andelage no records of Hong Kong investments in
Chile*.

36 In
http://www.censtatd.gov.hk/freedownload.jsp?fileblication/stat_report/national_income_bop/B1040003
2007ANO07B0300.pdf&title=External+Direct+InvestmeStatistics+of+Hong+Kong&issue=2007+Edition
&lang=1&c=1

37 Information from the Chilean Foreign Investmenn@uittee in http://www.cinver.cl/archivos/estadiséNT2.xIs

54



lll. TRADE AND INVESTMENT
POLICIES AND SYSTEMS
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1. TRADE AND INVESTMENT POLICIES AND SYSTEMS
1.1. Introduction

The basic features of the trade policy of Chile &adnstitutions were presented in preceding
chapter; a detailed presentation of its policied armstruments are further developed in this
chapter and its sections.

l.2. Measures affecting Trade in Goods
ll.2.A. Tariffs
l11.2.A.1. General Tariffs

As a result of the Uruguay Round, Chile lowereditsind tariffs from 35 to 25 percent, save for
those applicable to dairy products, wheat, wheatrfl sugar and vegetable oils, which were
reduced to 31.5 percent. Today, tariffs in Chindtat 6 percent (from 1 January 2003), the result
of a five-year reduction schedule established bw Wdo. 19589, which was enacted on 14
November 1998. Chile has a flat MFN custom tasff6% for most products, which makes up
over 98% of tariff lines. However, there are someeptions for sugar, wheat and wheat flour,
which are subject to @rice band systenfand thus to a specific duty), plus some measures
specific to poultry (from heading 0207), which hagariff of 259%6°. On the other hand, some
products are duty free, including fire-fighting vebs, helicopters, aircraft, and cargo and fishing
vessels.

Chile has lowered its effectively applied tarifite® to 1.5 percent (the 2007 average), as
compared to 3.2 percéhtin 2003 through the implementation of additiondlAE and other
former trade agreements. In accordance with Chilpfsroach, in every FTA most products have
been included in immediate or short run tariff retthn lists. The products subject to special
treatment (included in long term lists or not sebj tariff elimination) are few in number and
generally the same between FTAs, reflecting théigal importance of those products to Chile.
However, certain additional products are also ptetk in some FTAs on the request of our
counterpart. Products that have received spe@atrtrent in all agreements are sugar, wheat and
wheat flour and to a lesser extent dairy produits,and others.

Imported second-hand goods are subject to tarjifdieable to new goods plus a 50 percent
surcharge, except for capital goods and goods sutgieghe exemptions established in section 0
of the Chilean Customs Tariffs (diplomats, armeatds, charities, and others). The second type
of goods can have total or partial tariff exempsioMost goods included in this Section are
duty-free, but others are subject to ad valorenedutf 6 percent, which apply only when they

%8 The only measure to which poultry is subjected MFN tariff of 12,5% (Since January 1 of 2009gHgr than the
general 6% MFN. Law No. 19914 o f January 1, 2086kdishes that the tariff will be reduced gradualich year from
25% until it reaches 6% on 1 January 2012.

% That is, including preferential tariffs grantedriAs

40 Source: Camara Nacional de Comercio (Chilean Nati6hamber of Commerce)
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are less than the duties established in custonftstfor the same goodls In addition, these
goods will have their delivery facilitated.

Additionally, imports of goods that classify as italbgoods are subject to 0% tariff established in
Law No. 20269 taken into force in June 27, 2008.

A 10 percent tariff on added value applies to nepar work done to domestic products that
temporally are abroad for these purposes. Thigstagtablished in article 116 of decree No. 175 of
the Finance Ministry published on February 5, 1974.

Chile applies the MFN tariff treatment to WTO memlStates and also to nhon-WTO countries
(subject to such treatment under bilateral agre@néare. Russia and Lebanon). Preferential
treatment is only accorded to countries with wtidtile has trade agreements. The purpose of such
bilateral trade agreements is to reduce tariffs percent.

Chile does not apply tariff quotas, except in cadaciprocity (Article 88 of the Central Bank
Law) or in the framework of free trade agreements.

l.2.A.2 Specific Tariffs

Chile imposes specific duties as a result of th@iegtion of price bands, which are mechanisms
established with the aim of stabilizing domesticegs. Such specific duties apply to sugar, wheat,
and wheat flour. Thus, the administrative authoidtyallowed to apply, at regular intervals, a
specific duty (expressed in US dollars) or a reidacbf the applied MFN tariff (currently 6
percent), according to the evolution of internatiqgorices.

1.2.B. Non-Tariff Measures
I11.2.B.1.Taxes and Duties

Most imports are subject to the 19 percent ValudeidTax (VAT), which is also applicable to
domestic products. VAT is calculated on CIF valligs gmport duty. Capital goods imported for
investment purposes may be VAT exempt when impauteder the Chilean Foreign Investment
Statute (Decree Law No. 600 of 1974), as long es#pital goods are included in a list established
by the Ministry of Econonty. For domestic investment projects, the exemptiche VAT, applies
when the goods are included in the above mentibstedhere is no local production of the capital
goods to be imported, together with other requirgmthat have to be complied all together.

Several products, including different luxury iteraggoholic beverages, gasoline and vehicles are
subject to other local taxes.

[11.2.B.2 Prohibited Imports

*1 Some second hand goods have a tariff higher thiarbging thus benefited with the 6% treatment is th
case.

42 The updated list is in Decree 370/2006. Sincdishés very exhaustive, it has only had two mimgifions to

include two capital goods. To be in the list, gineduct must be a machinery or equipment
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The Central Bank Law provides for the free impaotatof goods®. Nonetheless, there still are
some import prohibitions. For example, importatimhsecond-hand vehicles is prohibited on
sanitary and environmental grounds, i.e. pursuaniéasures established by the authorities to
combat air pollution in the main cities. Howevargls prohibition does not apply to second-hand
vehicles imported under section 0 of the Custom#fJar to those who may be imported under
total or partial duty exemptions.

Import prohibitions also apply to goods that mafed public morals or affect sanitary and
phytosanitary safety. For instance, the importatbriruit infected with fruit fly is prohibited.
Pursuant to the Convention on International Trad&ndangered Species, ratified by Chile, the
importation of endangered plants and animals idipited. However, these species may be
imported with a special permit issued by the Naiddommission for Scientific and Technological
Research.

The following items cannot be imporféd

» Used vehicles (unless covered by exceptions eshaaliwithin the existing rules)

Used motor cycles

Used tires

Asbestos in any of its forms

Pornography items

Industrial toxic wastes

= Dangerous merchandises for animal use, agricuttubeiman health (as examples; some
plague control materials for agricultural use, taysl children “s items that may contain
toxic components, other items), which are prohiblg the Ministry of Health, Ministry
of Agriculture or other Chilean public organization

= Other merchandises that according to Chilean cutesvs are with a prohibition to be
imported.

[11.2.B.3 Quantitative Restrictions-Import Licences, Quotas, etc.

Chile applies a duty free quota of 60,000 tonsstayar within the framework of WTO, as a result
of the renegotiation of its bound rate of tarifAdditionally there is a quota of 45,000 tons of
sugar that are given to specific countries dueTidsk-Quotas in the case of sugar are as follows:

Contingents:

A. Sugar HS code 1701.99.00 60,000 ton (ArgentideD@ ton, Guatemala
21,000 ton, Brazil 9,000 ton and any other origin
12,600)

B. Sugar HS code 1701.91.00 30,000 ton (ColomkszDOD and any other

origin 15,000)

C. Sugar HS code 1701.91 and 1701.99 15,000 toolivi® 6,000, Colombia 6,000,

43 Law 18525 is the main law that regulates inteoreti trade and the Central Bank has no role im ithe past the
Central Bank could establish limitations on impantsl that is why there is that provision in the ttaBank Act, but
that is not related to Law 18525

44 Original text is in Spanish. Further details iraSigh inwww.aduana.cl
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Honduras 1,000 and any other origin 2,000)

Duty out of quota for sugar:

The applied duty when imports exceed the sugaragsatstablished 12 times a year as a specific
duty or rebate, mechanism established by Law 1388¥ Finance Ministry Decree 831. The
other products that are under a quota system ahe iframework of specific concessions in trade
agreements.

On the other hand, preferential duty free quotaset@ral products are being applied within the
framework of the FTAs.

Price Band System

This system was modified in 2003, in conformancthwhe recommendations of the WTO. A

new legislative piece introduced reforms for a mamedictable, transparent and non-discretional
system. Moreover, the new law eliminates edible fsidm its application, establishes new upper
and lower borders of the band, and the way thesgeb® should decrease until 2014.

Article 1 of Law N° 19897, that replaced Article @PLaw N° 18525 on the Rules on Importation
of Goods, establishes specific duties in dollarthefUnited States of America per tariff unit and
rebates on the amounts payableadsvaloremduties established in the Customs Tariff, which
could affect the importation of wheat, flour of vattend sugar, for the period between December
of 2003 and December of 2014. In this last yearRtesident of the Republic will evaluate the
modalities and conditions of application of the heausm, considering the conditions of the
international markets, the necessities of the im@dusind productive sectors and the consumers,
as well as our commercial obligations at that datach could result in its elimination or in its
modification.

The amount of such duties and rebates is estatllisitigimes for wheat by every annual period
between the 16 of December and the 15 of Decenflibedollowing year, and twelve times for
sugar by every annual period between the 1 of Dbeerand the 30 of November of the
following year, depending on the relationship betwé¢he average price in relevant markets and
the values established in law 19897. In some casg®ecific duty may be applied, in others a
rebate and finally in others there may be no sjeediity in addition to the 6%d valoremrate.
The mechanism grants all exporters of the goodsreaiby this system an instrument that does
not affect international trade in anyway.

.2.C Import Customs Procedures

Until 2002 all imports valued at over US$ 3,000uiegd that the Central Bank approve an import
report prior to the shipment of and payment fordgd his is no longer the case.

Imports received via inland freight require theemfational Waybill/Customs Transit Declaration,
which allows goods to be cleared at border custoouses. Otherwise, goods must be transferred
to regional customs houses.

Goods imported on a temporary basis are subjeatbtina fideself-valuation and some customs
administrative functions have been transferredistans agents.
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For imports and exports originating in Tax Free &orhere is a "remote clearance" system.
Customs procedures are completed electronicallyutiir the Information Technology Center,
where all information is recorded either directigrh the free zone or from a special transmission
center. The information required is basically tame as that required for other types of imports.

l1.2.D  Measures Affecting Exports
[11.2.D.1 Export Subsidies

Chile does not provide and does not have plansavige any export subsidies. Chile notified the
WTO of three mechanisms containing export subsimyponents: i) the simplified system of

customs duty refund; ii) the deferred payment sysher customs duties, fiscal credits and other
tax-related benefits; and iii) the automobile laRRegarding the first two, the subsidy component
was eliminated by January 2003 and December 1@8Bectively. The third one was eliminated
by November 2003.

[11.2.D.2 Duties, local taxes and duty neutralizatbn measures

Customs and Fiscal Allowances

. Duty drawbacks

A general drawback system operates under Law N878&f May 13, 1988. This system is
available to all exporters who have used importgaliis. Exporters are reimbursed for import
duties paid on all imports incorporated or consuhgtng the production process.

A “simplified” duty drawback system operates untiew 18480, of 19 December 1985, which
benefits small exports. The drawback rate is 3%@B value of exports and products must have
at least 50% of imported inputs to apply for thiswback. Another requirement is that the
product (8 digit- tariff code) must not be in thstlof excluded goods. This list is updated
annually with the products that exceed the maxinexport limit the previous year, at present it
is US$ 26,244,299 and corresponds to Decree 13edffinistry of Economy that took into force
on July, 18, 2008.

Any exporter that has incorporated or consumed ftepdnputs in exportation may apply to the
general drawback system. There is no minimum déxyaue required (for efficiency reasons,
applications must cover at least a drawback of USG).

The general drawback and the simplified duty drakbsystem are self-excluded. This means
that they cannot be used simultaneously for theesaxportation.

. Deferred payment of customs duties
Under law 18634, of 5 August 1987, the deferrechpanyt of customs duties on imports of capital

goods is allowed for up to seven years, payabl¢hige installments. Also, purchasers of
Chilean made-capital goods are entitled to a taglitequivalent to 73% of the customs duty on
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the net invoice value of the goods. In both catbesdebt is subject to a market-based interest rate
established by the Central Bank. Additionally, amatording to Law 20269, that entered into
force in June, 27, 2008, those goods that qualfgapital goods according to Law 18634, are
subject to 0% import duty.

. Value Added Tax

Exports are exempt from this tax and there is segsyghrough which exporters may recover the
tax paid by the inputs.

. Interest rates for exporters

Export activities have no access to prime ratesvéder, the Chilean Economic Development
Agency (CORFO), through Chilean and foreign comiaérsanks, has two lines of financing
available for this sector: One, offers financinglarig term to foreign buyers of goods (Capital
Goods, Durable Consumption Goods and Engineerirdy @Gonsulting Services) of Chilean
origin, and the other one provides financing toozigrs enterprises, for the provision of inputs or
the establishment of a commercial infrastructureai.

CORFO provides the necessary funds for those cliedi through private financial institutions
and does not compete against the private sectarinection with fund provisions

I11.2.E Technical Barriers to Trade

STANDARDS, TECHNICAL REGULATIONS AND CONFORMITY ASS ESSMENT
PROCEDURES IN CHILE

1) DESCRIPTION

Basic Principles

Consistent with Chile’s international trade politye elaboration, adoption and application of
standards, technical regulations and conformity esssent procedures are based on
non-interference with the free operation of marketen discriminatory treatment between
domestic and foreign products and the use of iateynal standards as a basis for standards and
technical regulations.

Standards

The Chilean institution in charge of the developtradfrstandards is the National Standardization
Institute (Instituto Nacional de Normalizacion, INN'he INN is a Private non profit Foundation

and affiliate of the Chilean Economic DevelopmergeAcy (Corporacion de Fomento de la
Produccién, CORFO).

In September of 1995, the INN accepted the Codeanfd Practice for the Preparation, Adoption
and Application of Standards of the Agreement ochfiecal Barriers to Trade of the World Trade
Organization (WTO). The Chilean Standard base (N@stablishes that in all the cases that is
possible, standards must be based in the intenstistandards and keep them as similar as
possible (ISO, IEC, Codex Alimentarius, etc.), d@hthis is not possible, in regional standards
(COPANT, CEN, etc.) trying that modifications benimaal.
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Chile is member of the International Standardizatiirganization (ISO) through the INN. Also,
INN is member of The Inter-American Metrology SyatéSIM), International Organization of
Legal Metrology (OIML), the Inter-American Accrediton Cooperation (IACC), the
Pan-American Standards Commission (COPANT),Inténat Accreditation Forum (IAF), the
International Laboratory Accreditation CooperatighAC) and Asociacion Mercosur de
Normalizacién (AMN). Moreover, Chile participates the CODEX Alimentarius Commission.
In 1997, the National Committee of the Codex Alinagius was institutionalized, with the
participation of the Ministries of Health, Agricute, Economy and Foreign Affairs, as well as
representatives of the food industry, academicosesntd consumers. The INN in the General
Conference of Weights and Measures, Internationati@ittee of Weights and Measures, and the
International Bureau of Weights and Measures, iitivthe official representative is the Ministry
of Foreign Affairs, also technically representsl|€hi

Standards are adopted through a process of corssbnadding among the interested parties from
both the public and private sectors. The publicsattation process (for 60 days) is announced on
the web pagewww.inn.cl) and also in a nationwide newspaper; the textraftdstandards is
available to anyone requesting them. Once the INNNCil has approved a standard, it is given
official status by the relevant Ministry, yet thiesep being voluntary standards.

It exists a Documentation Center that depends @fltformation and Diffusion Division from
INN. This Center keeps all Chilean standards (lodficials and yet in study) and is available to
the public trough two media: Documentation Centiérdry, and the web page www.inn.cl (the
information published on the internet includes ttandard code, title, value, scope and
application field).

Currently, there are about 3,250 standards witto@mandatory compliance. The process of
study of such standards is conducted accordingidely accepted international criteria. An
important number of the standards developed inntegears, are equivalent to international
standards or present minor deviations from intésnat standards in aspects that do not affect the
technical content. However, in some cases thenatenal standards have not been taken into
account for the development of national standab#sause they have been considered as
inadequate for national application. Such is thgecof seismic designs and structures because
of local seismic conditions.

The “stock” of national standards is subject tgraient with international standards whenever
standards go through a revision process or wheabstacle to trade has been detected.

Accordingly, Chile is making important efforts imder to meet its commitments on the APEC’s
Voluntary Action Plan, through the alignment ofioaal standards with international standards in
those products identified as "priority" by the AP&CSub- Committee on Standards and
Conformance. This program began in 1996 and it eailitinue as long as new priority areas are
defined.

Technical Regulations

Technical regulations are those which compliancenandatory. They are developed by the
Ministries, and other governmental Agencies witmpetence in the specific area to be regulated.
Each Ministry develops its own regulations —mostheim refer to international standards-, which
are approved by either a decree or a resolutiory Bne published on the “Diario Oficial de la
Republica de Chile” (Official Gazette).

Among the main institutions with competence to ddephnical regulations, is worth to mention:
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The Ministries of Economy, Agriculture, Health, Meportation and Telecommunications,
Housing and Urban Development.

Chile notifies to the WTO the draft technical regjidns, pursuant to the obligations established
in the Agreement on Technical Barriers to Tradds Tiiformation is public and available on the
web site www.reglamentostecnicos.cl.

Conformity Assessment

In Chile, the conformity assessment process isaorgd in one hand by mandatory mechanisms
under the supervision of the Ministries with congmete in health, hygiene, and safety matters,
and in the other hand by non-mandatory mechanisois&s the one administrated by the INN.

Voluntary

The INN administrates the conformity assessmertt waluntary standards. For this purpose, the
Institute has developed a National Accreditatiorst&y that includes the accreditation of:
Products and Quality System Certification Bodieaditors of Quality Systems; Quality System
Certification Bodies; Inspection Bodies and Calitmra and Testing Laboratories. Since 2004 the
INN has a Regulation (INN - R401) for the accreifita of Conformity Assessment Bodies. The
objective of this regulation is to establish theqadure and requirements applied in the National
Accreditation System. This regulation is availabl¢he web site: www.inn.cl.

This system operates under international critdB®(IEC guides). The accreditation is given for
a certain period of time, during which there isaatuing evaluation of the competence of the
conformity assessment bodies.

Both domestic and foreign conformity assessmenigsquhrticipate in the process. They include:
Universities and private institutions as well angnational subsidiarieBijreau VeritasSocieté
General de Surveillancéloyd Registeretc.).

Finally, consistently with the Chilean foreign teagolicy, the INN is seeking to increase its

international credibility through the internatiomatognition of its accreditation system. The aim
behind this policy is to achieve the recognitiontted Chilean conformity assessment results by
those markets to which Chile exports its products.

For this objective, INN is in process of being sitpry of the Multilateral Recognition
Agreements (MLA) of ILAC and IAF, by being signayoof the mutual recognition agreements
of IAAC. IAAC’s MRAs have been recognized by ILA&d IAF in 2006, and since then, the
condition of signatory of the MLAs must be obtaimedionally.

INN has made important progress in obtaining thesmgnitions for testing and calibration
laboratories and certification bodies of qualitydamvironmental management systems. Once
completed this process of recognition, INN will uegt a peer evaluation for the MRA on product
certification bodies.

Mandatory

In this case, the conformity assessment procassder governmental control. The assessment of
conformity in some cases is carried out directly thg competent Agency through its own
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infrastructure, and in other cases is carried outctnformity assessment bodies, which are
authorized by the Agency for that purpose.

As a way to facilitate the mutual recognition o ttonformity assessment results, the authorities
are working on the standardization of the critécaapprove conformity assessment bodies, as
well as on the criteria for certification in spécifegulated areas. To facilitate this process, INN
has developed arrangements with some Agencies der cthat its accreditation of those
conformity assessment bodies is accepted by thexddge The regulatory authority sets the
requirements, test methods or specific proceduned, ayenerally it participates in the
accreditation process itself. This has happendiderareas such as electrical and fuel products;
fishing products; fire extinguishers; certificatiaf meat grading; testing laboratories for
residues in meat; testing laboratories for testivager; testing laboratories for construction
materials; certification of steel for constructiourposes.

Chile is committed to facilitate the internationtahde through the participation in several
recognition arrangements, both in the APEC cordext with a group of economies that includes
APEC economies; all those arrangements are for ricylar area. The priority areas are
Electricity, Food and Toys.

Chile participates in the Part | of the APEC EEMRMutual Recognition Arrangement on
Conformity Assessment of Electrical & Electronic uggment). Chile is assessing legislative
requirements with regard to participating in Parend Il of EEMRA.

Chile subscribed the APEC Arrangement for Exchasfgaformation in Toys Safety.
In addition, Chile is evaluating its participationthe Sectoral Food MRA of APEC.

The Superintendence of Electricity and Fuels (SEECdgnizes test results and certification from
a specific list of organizations from the Unitedit8s, Germany, France, Italy, the Netherlands,
Austria, Switzerland, England, Canada, Japan, Ddgn®wveden, Norway and Belgium. The
organizations interested in having this recognitizaly request to SEC to be included in that list
after compliance with some requirements.

Metrology

Between the years 1995 through 1997, Chile statiteddevelopment of a National Metrology
System, which was implemented through a Nationalrdftegy Network coordinated by INN.
The Network operates as a virtual NMI, using theepgistent capabilities in the country,
endowing them with the necessary technological supp achieve their international technical
recognition. In order to disseminate the infornmatioom the network, there is a web page
www.metrologia.cl, it is administered by the same servers as theonke. The INN as part of the
the National Metrology Network has signed sevegakaments (5 MOU, 2 MRA, 4 Adhesion
Acts and 2 Contracts/Other; 4 of them aren'’t bigdand 9 are binding, as for example the
Convention du Metre).

The system’s main characteristic is a "decentrdligteucture " in which most of the recognized
laboratories coming from Universities, private apdblic sectors perform the metrological

execution. This situation substantially differsrfravhat happens in other countries, in which the
entire operation is centralized in a single NMI.

Currently, the network is working under the recdigni of “national laboratories” in the physical
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area for the magnitude of Mass, Temperature, Fherggth, Pressure, and Electrical Magnitudes,
and in the chemical area for chemical residudsad . These “national laboratories” are already
providing services and give trace ability to thealiBration Laboratories” and "Designated
Laboratories". These laboratories have to dissemittze units to the national industry. The
process is expected to expand and include as magyitades as possible, in order to reach a
certain degree of coherency among them, so theh&am a real economic impact.

2) MAIN FEATURES OF STANDARDS AND TECHNICAL REGULATION S.

Objectives

The authority has basic legitimate objectives tooatplish on issues related to the protection of
human health or safety, animal or plant life orltigaor the environment. Then the official
policy is that what does not fall under a legitimabjective has to be left to the market to decide
on what standards a product must comply with, ¥ amd they are of a voluntary nature. This is
the reason why the number of technical regulatisfiairly limited.

Chilean technical regulations do not constitute aaribr to trade. The reduced number of
complaints made by our commercial partners, eitthering bilateral meetings or through
international publications, confirms the situation.

Indeed, the findings on technical barriers to trademined by the United Statédational Trade
Estimat¢, and the European UnioMérket Access Databasdo not show an important number
of claims regarding the Chilean standards and atiguis. In fact, they only make reference to the
strictness of some sanitary and phytosanitary mmeaswr to the differences between the
international standards and the Chilean regulationke building sector. However, this situation
has been explained before in the present document.

Alignment with International Standards

A great number of national standards and techniegililations are aligned with international
standards.

Given that a substantial portion of the domestithibécal regulations are based on domestic
technical standards, most recent technical reguistiare already aligned with international
standards. However, this does not necessarily omithirold technical regulations, since there is
no official updating procedure.

Chile, as a small and export-oriented economy,nuasupported the idea of developing neither
national or regional standards (there are justifieceptions). Chile’s official policy is to focus o
international standards. This policy is consisteith Chile’s open, multi —targeted, and export
oriented economy.

Market Surveillance

Another characteristic of the Chilean system is, ths.a general rule (excepting food, drugs and a
few others), the verification of compliance with mdatory requirements for products (national or
imported) is made effective once products haveredtéhe market. This policy was adopted a
long time ago and seeks to facilitate the flowrafle

Fulfilling the Obligations under Agreement on Techrical Barriers to Trade
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The responsibility for implementing and adminigtgrithe Agreement on Technical Barriers to
Trade lies on the General Directorate of IntermatiocEconomic Affairs, Ministry of Foreign
Affairs.

For technical regulations (Article 10.1 of TBT Agreent), the Enquiry Point is the General
Directorate of International Economic Affairs, Msiry of Foreign Affairs. The Enquiry Point
information is the following:

Teatinos 180, piso 11,

Santiago, Chile

Telephone: (+56 2) 8275447
Fax: (+56 2) 3809494
E-mail: caramirez@direcon.cl

For technical standards (Article 10.3 of TBT Agresmn), the Enquiry Point is the National
Institute of Standardization. The Enquiry Poinbimhation is the following:

Matias Cousifio 64, piso 6
Santiago-Chile

Telephone: (+56 2) 4458000
Fax: (+56 2) 4410427
E-mail: inn@inn.cl

Bilateral and Multilateral Agreements

Chile signed the Agreement on Technical Barrier§rede of the Tokyo Round in 1980. The
Agreement on Technical Barriers to Trade of theduay Round came into force as a Law in
Chile on May 1995.

Most of Chile’s bilateral agreements include a ¢bapn technical barriers to trade. This fact,
together with the commitments assumed under the Whé&ve generated a need for
“interdisciplinary team-work” between the Partiesdlved in the area of technical barriers to
trade. The agreements make reference to the ameaftitCommissions” which develop working
programs and constitute an instance to solve prubleoncerning the impact of a specific
measure on the trade relations between the Pdrtiadl. of these cases, the compromises include
disciplines that extend beyond the TBT Agreemermvigions in areas such as transparency,
equivalence, mutual recognition, and risk assessmdn addition, the Mexico-Chile FTA
includes provisions on this area in the telecomation sector.

Legal Framework

In 1997 the National Commission on Technical Basrte Trade was created. The Commission is
headed now by the General Directorate of Internaticcconomic Affairs, Ministry of Foreign
Affairs, and has played a fundamental role on dgaliith the coordination between the different
Government Agencies. By centralizing the procesd,dealing with all the agents involved in the
development of technical regulations, the Commisgimovides all the parties involved, with a
common forum to express their concerns and expectatelated to the nation’s standardization
agenda.
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Another measure oriented to improve the implememaif the Agreement on Technical Barriers
to Trade is law 19.912, published in November 2003.

To implement the above mentioned law, a regulatias jointly developed with the different

Government Agencies, which establishes basic @itéar the development, adoption and
application of technical regulations and conform@gsessment procedures, including the
notification process (Decree 77), it's a DecreeGafod Regulatory Practices. This Decree is
available in the web site: www.reglamentostecnidghere is an English version).

Finally, since 2006 it is available a web site fwihe cooperation of the EU) which contains all
the  Chilean technical regulatons and conformity seasment  procedures:
www.reglamentostecnicos.cl.

All things combined will improve Chile’s capacity meet its current international
commitments, including those assumed under the VAR other international
organizations, as well as the specific compromasissng from the negotiation of
commercial agreements.

ll.2.F Sanitary and Phytosanitary Measures
Local Corresponding Entities

In their respective fields of competence, the Mites of Agriculture, Health and Economy are
responsible for complying with the obligations amsd by Chile under the WTO Agreement on
Application of Sanitary and Phytosanitary Measuaes for exercising its rights there under.

The Ministry of Health is the competent sanitarythauty responsible for approving and
controlling the installation and operation of efisitments dedicated to the production, process,
package, store, distribution and sale of food fdernal market. In addition, the Ministry of
Health has the authority over the import and mamgetof all food intended for human
consumption.

To enforce compliance with the laws and regulationsfood safety, the Ministry of Health

inspects facilities and monitors the sanitary duabf the products. These inspection and
monitoring activities are performed throughout tbeuntry based on specific surveillance
programs.

The legal powers of the Ministry of Health are bBthed in the Sanitary Code, which is the
main statute ruling all matters related to the prtiam, protection and recovery of the health of
the people. With regards to food safety, from Semnitary Code derives the Food Health
Regulation. This is the standard that establislines danitary conditions applicable to the
production, import, process, package, store arelafdbod for human consumption.

In order to comply with its legal obligations, thénistry of Health has a network consisting of
15 Regional Ministerial Secretaries, which acthaes ganitary authority in the jurisdiction where
each of them must manage and implement the foedysafograms.

The Agriculture and Livestock Service (SAG), unttex authority of the Ministry of Agriculture,
is the competent authority responsible for regaotptand enforcing regulations on sanitary
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(animal health) and phytosanitary (plant healthXtema applied to the import and export of
animals, plants and by-products. It is responsibtethe sanitary and phytosanitary measures
applied to reduce the risk of introducing animatr®diseases and plant pests, and to prevent
their dissemination; It is also responsible foruisg the sanitary and phytosanitary export
certificates for animal and plant products, inchglithe certification of fitness for human
consumption for primary products.

The fisheries and aquaculture sector is under tileoaty of the Ministry of Economy. This
sector is regulated by the National Fisheries 8er¢{SERNAPESCA) and the Under-Secretary
for Fisheries (SUBPESCA). SERNAPESCA is the ageadg charge of enforcing the Fishing
Law and related regulations. While SUBPESCA isharge of the legislation and policies of the
sector.

SERNAPESCA is the agency responsible for implemgntiational fishery policies and for the
sanitary control and certification of all hydrolmgical products for export. It is also responsible
for establishing epidemiological surveillance syseaimed at preventing, controlling and
eradicating diseases among aquatic animals.

The Ministry of Foreign Affairs, through its Genkfairectorate for International Economic
Affairs (DIRECON), is the agency in charge of cdoading the different regulatory agencies
responsible for supervising compliance with SPS suess. It determines national positions
regarding these matters in the WTO Sanitary andd3hpitary Committee. In addition, it
supervises compliance with the commitments asswmeéér the Agreement on the Application
of Sanitary and Phytosanitary Measures of the Wdii@l other trade agreements both bilateral
and multilateral.

An Inter-Ministerial National Commission on Sanytamnd Phytosanitary Matters was established
in March 2001, headed by DIRECON. Its objectives tr asses the SPS chapters of the different
trade agreements; analyze trade concerns, follayp -Action Plans derived from the SPS
Committees of the FTAs and other agreements; disoational positions with regards to the
Codex Alimentarius, International Plant Protecti@@onvention (IPPC) and the World
Organization for Animal Health (OIE).

The regulatory framework, drafting procedures, addption of the Sanitary and Phytosanitary
Measures by Chile were reported to the Secretafrisite SPS Agreement in December 1895

Closely coinciding with the provisions establistiedhe SPS Agreement of the WTO, drafting of
new standards in Chile is based on scientific gisufollowing the principles established in the
WTO Agreement, avoiding measures that may poseehidzhrriers to trade, and promoting a
balance between sanitary and phytosanitary proteetid trade.

To apply this policy, Chile has an active partitipa in the multilateral fora for guidelines (WTO)
and regulations or standards (OIE, IPPC, Codex éditarius Committee). At the bilateral level,
Chile is constantly looking forward to achieve #&d&eimplementation of the SPS Agreement.

A chapter on SPS measures has been included preferential trade agreements subscribed by
Chile in the Free Trade Agreements (FTA) signechwiitexico, Central America, the United
States of America, Canada, Australia, European Frade Association (EFTA), India, South
Korea, P.R of China, Panama, Peru, Colombia, apdnJaand in the Association Agreements

45 Distributed as document G/SPS/W/39.
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with the European Union and P4 (New Zealand, SiaggpBrunei Darussalam). On the other
hand, the agreement signed with MERCOSUR confilmsrights and obligations of the parties
under the WTO Agreement on the Application of Samiand Phytosanitary Measures.

With the purpose of adequately implementing the WAES Agreement, efficiently solving trade
problems and facilitating trade activities, SPS G@Guttees have been established in the
agreements with Mexico, United States of American&la, South Korea, European Union,
Central America, P.R. China, P4, Panama, Peru,mlmbband Japan.

. Import Policies

All animal imports and products thereof, must beoagpanied by a sanitary certificate issued by
a competent authority from the country of origimeTcertificate confirms compliance with the
Z0o sanitary requirements that are mandatory iteChihich are based on the Zoo sanitary Code
of the OIE. A phytosanitary certificate issued the competent authority of the exporting
country is required for plant products, whethercpssed or in their natural state, that may
constitute or transmit pests, and for articles thay represent a hazard to plants (including plant
by-products, living organisms, containers, agrimat materials and soil).

Irrespective of their country of origin, animalseaslaced in quarantine. Plants and seeds are
placed in quarantine based on the phytosanitarglitons of their country of origin. The
decision is based on a risk analysis, which isquaréd in accordance with the procedures
established in the International Plant Protection¥@ntion (IPPC).

With regard to food imports, the Regional Healtffi€ak of the Ministry of Health authorize food

imports for human consumption based on the reguatin force. The import process includes
sanitary controls and laboratory analyses if nexgss Risk criteria and historical data on food
safety are applied in the analyses, in order tmdahe recurrence and impact thereof.

The Ministries of Agriculture and Health accept tifimates issued by the official sanitary
agencies of countries that comply with Chilean taons, which are based on the guidelines
established by international scientific organizasiosuch as Codex Alimentarius, International
Plant Protection Convention (IPPC) and the Worldabization for Animal Health (OIE).

A sanitary certificate indicating strict compliancgith the requirements established must
accompany imports of live aquatic resources. Spnitegulations are in agreement with the
Aquatic Animals Health Code of the OIE.

From May 1996 to December 2008, Chile has submig®8 notifications on sanitary and
phytosanitary regulations and emergency measurtfget8anitary and Phytosanitary Committee
(SPS Committee) of the WT® *'.

. Export Policies

With regards to exports, it is essential to guaranhe safety of the products and comply with all
the sanitary regulations. Chilean institutions deelicated to certifying in compliance with the
requirements set by the destination markets.

46 WTO Documents series G/SPS/N/CHL/.
47 Documents of the WTO series G/SPS/N/CHL/.
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The Regional Health Agencies of Chile (15 RegioHaalth Ministerial Secretaridfy, are
responsible for certifying the products’ complianeith local sanitary regulations, they approve
and control the installation and operation of tbedf producing establishments. The Ministry of
Health issues certificates for Authorized Industngl Free Sale Product.

The inspection and certification of the sanitaryl ghytosanitary condition of all animal and
plant products and by-products for export, andubefication of compliance with the sanitary
and phytosanitary requirements of the destinationntry is enforced by the Agriculture and
Livestock Service, for animal and plant primaryguots and the National Fisheries Service, for
fish and aquaculture products.

. Compliance with the Principles Established in the BS Agreement

Chile follows all the principles established in t8€S Agreement by the WTO in its bilateral
trade relations. In the multilateral area (SPS Citem of the WTQO) Chile has actively
participated to develop the appropriate measures.

11.2.G  Rules of Origin

Rules of origin regulations do not apply to impartade under the MFN treatment. In Chile, a
certificate of origin is only required when goode anported under preferential systems.

1.3 Trade in Services
I11.3.A. Measures Affecting Trade in Services

There are a few measures that discriminate betwe¢ional and foreign services providers,
which affect the principle of national treatmentdaa few minor exceptions to the MFN. Chile
has some quantitative non-discriminatory restrictimainly related to technical considerations,
while in certain sectors local presence is requioeietter protect consumer interests or domestic
market stability.

The Chilean legislation does not foresee any spaeiament to the foreign or local enterprises,
whether they are SME’s or Trans National Comparffes further details on the Chilean
investment regimes, refers to section 3 (d) of doisit Study). Furthermore, applicable measures
related to domestic regulation requirements (zgniegvironmental impact studies and
construction permits, among others) are generalhydiscriminatory.

a. -Telecommunication®’

48 “secretarfa Regional Ministerial de Salud” in Sighn

9 References:

-Law 18.168, Official Gazette, October 2, 1982, &ahTelecommunications Law, Titles I, 1l and Ilef
18.168, Diario Oficial, octubre 2, 1982, Ley Genata Telecomunicaciones, Titulos |, Il y III)

-Law 18.838, Official Gazette, September 30, 19&&jonal Television Council, Titles I, Il and lILéy
18.838, Diario Oficial, septiembre 30, 1989, Cowsidacional de Televisién, Titulos I, Il y III)

-Law 19.733, Official Gazette, June 4, 2001, LawLdrerties of Opinion and Information and the Exsec
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The Chilean telecommunications industry has expadndpidly in recent years. The contribution
of the communications sub sector to Chile's GDeimsed from 1.9% in 1996 to 3.2% in 2804

There are 12 fixed-net service providers, five ptexs of mobile services, and 18 companies
providing international telecommunications servicéslefonica CTC has a dominant market
position as a fixed-net provider in 10 of Chile8 fegions. Since the early 1990s, Chile's
telecommunication sector has been fully privatizbe; State is not involved in the provision of
telecommunications services.

The telecommunication sector is regulated by tHe-sacretary of Telecommunications (Subtel).
Subtel is in charge of implementing and oversedihmgapplication of the Telecommunication
Law (Law No. 18,168 of 2 October 1982).

From the legal and constitutional standpoint, thisr@o discrimination between nationals and
foreign investors, being there no restrictionstf@ir participation in Chilean companies.

Domestically, the Chilean regulatory framework aboample room for market development and
only controls possible abuses arising from a dontimaarket position. This is achieved through
the so-called "tariff-setting decree", which esti#s for a five-year period the maximum rate to
be charged for long-distance, local and Internetises. This type of regulation, in addition to

the implementation of the "calling party pays" syst (charges for calls made from cellular
phones are paid by the calling party and underimoimmstances by the receiver of the call), has
been highly effective in fostering competition ihservices provided by this sector.

- Telecommunications services licensing:

A concession granted by Supreme Decree issued byMihistry of Transportation and
Telecommunications (Ministerio de Transportes yed@hunicaciones$hall be required for the
installation, operation, and exploitation of thdldaing telecommunications services: public
telecommunication services; intermediate telecomacation services; and radio broadcasting
telecommunications services.

A concession granted by a Resolution issued byNhtonal Council of Television (Consejo
Nacional de Televisiorghall be required for television broadcasting mhemunications services.

A permit issued by the Undersecretariat of Telecomoations $ubsecretaria de
Telecomunicacioneshall be required for the installation, operatiand development of limited
telecommunications services.

An official decision referred to compliance withetkechnical standards and non-alteration of the
essential technical features of networks issuetthéyndersecretariat of Telecommunications shall
be required to render Complementary Telecommuwoitsitbervices (value added services).

- Juridical requirements

Only juridical persons duly constituted in Chiletlwdomicile in the country may be the titleholders,

of Journalism, Titles | and Ill (Ley 19.733, Diarioficial, junio 4, 2001, Ley sobre las Libertades d
Opinion e Informacion y Ejercicio del Periodismdtutos |y 111)
*0 Information from SUBTEL (Undersecreatry of Teleaatitations)
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or make use of concessions, fopublic telecommunications services, intermediate
telecommunication services, and radio broadcagtiegommunications services.

Only juridical persons duly constituted in Chiletlwidomicile in the country may be the titleholders
or make use of concessions for television broaithtattlecommunications services.

Natural persons and juridical persons duly cortstitin Chile with domicile in the country, may be
the titleholders, or make use of permits, for leditelecommunications services.

Only juridical persons duly constituted in Chiletlwidomicile in the country may be the titleholders
or make use of permits for limited television seed.

- Nationality requirements

For radio broadcasting concessions, only Chileaoralapersons may be presidents, managers,
administrators, or legal representatives of thaligal persons at stake. Also, the majority of the
members of the Board of Directors must be Chilestonal persons.

For limited television services permits and foewsion broadcasting telecommunications services
concessions, only Chilean nationals may be presideiirectors, managers, administrators, and
legal representatives of the juridical person.

Requests for radio broadcasting concessions, sidohbily a juridical person in which foreigners
hold an interest exceeding 10 percent of the dapitall be granted only if proof is previously
provided verifying that similar rights and obligais as those that an applicant will enjoy in Chile
are granted to Chilean nationals in the applicamtimtry of origin.

The National Council on Televisioif©énsejo Nacional de Televisiémay establish, as a general
requirement, that programs broadcast through pybpen) television channels include up to 40
percent of Chilean production.

Market liberalization, facilitating the entry of wenational and foreign competitors, together with
an attractive technological progress, has situ@feite in a privileged position at world level in
the area of telecommunications, and also providesingportant basis for future business
expansion into Latin America and other businestpes countries.

b. - Printed Media and News Agencies

Ownership of printed media and national news agsnis open to foreigners, who must,
nevertheless, fulfil domicile requirements and teoiporated in Chile. There are also nationality
and residency requirements for presidents, adméniss, legal representatives and managers that
apply to Chilean and foreign owned enterprisesalik
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Transportation

i. Maritime Transportation and Port Infrastructure

For Chile, building an efficient, modern and geggniaally extended port infrastructure has been
a priority task in recent years, taking into acdailnat more than 84% of trade is carried out by
maritime transport.

More than 50% of State ports are handled by privegetor through concessions. Port
Companies, successors to the now extinct EMPORGthage state-owned ports. This was
provided for in Law No. 19,542, which amended thenmistration system of State-owned ports
and established the decentralization of port assetnagement, the creation of the
above-mentioned independent companies, and theession of docks. The State continues to
exercises the regulatory function.

The government has given in concession the auxikervices provided at State-owned ports.
Authorities have stated that no more public investiis to be made in new port assets, in order
to promote private investment. Some port servisash as loading, unloading and storage, are
entrusted to private companies. The main idea fgdwide ports the necessary tools for them to
improve their efficiency and performance, as thevietion exists that the private sector will be
able to carry out this function better than anyelse.

As regards international trade, no discriminatorgasures are applied to foreign vessels in
connection with access to ports and port instaltetior their use.

- International commercial maritime transport to afifdm Chile imposes no
restrictions upon foreign commercial vessels, eé@pthe provisions contained in
the Maritime Transport Agreement between Chile Brakzil (1974) and the cargo
reservation measure established through the apiplicaf the reciprocity principle
detailed in article 3 of Decree Law No. 3059 (19Wdich regulates the National
Merchant Marine.

ii. Air Transportation

Because of its geographical situation, Chile rezgigxpeditious, low-cost routes, both within and
outside its borders. The development of a for¢éigde-based economy renders it necessary to
have means of transportation suitable for the eglsnéxportable bases; thus, the airfreight sector
grew hand in hand with the development of expgrésticularly export products such as seeds,
fresh fish, fruit, vegetables and, in general, piats that require to be rapidly delivered to
consumer markets.

The Commercial Aviation Law recognizes Chilean &metign companies alike the freedom to
offer both national and international air transysatvices. In other words, any foreign or Chilean

company may offer such services without any restric save for those related to technical and
safety considerations.

At international level, this absolute freedom hawe cexception: reciprocity, established in
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bilateral agreements or practice. Thus, foreign mamies may operate in Chile insofar as their
governments grant similar rights to Chilean aidinetheir respective territories.

Under this legal system, domestic traffic grew 0,@@&rcent over the period 1979-1999, with
more than 3.2 million passengers carried yearlythin 90s alone, domestic air traffic grew at
average annual rates of 18 percent.

This has not only permitted to develop productieaters in remote regions of the country, but
has also allowed to shorten distances in a countme than 4,000 km long, and with fares that
make air transport increasingly affordable.

On the other hand, the consolidation of two privaiténes, plus several regional airlines, reflects
the dynamism of this sector.

The Chilean experience and the development ofnidsistry have shown that the greater the
opening to foreign competition, and the fewer theribrs or restrictions, the quicker the growth
of traffic in the sector. For this reason, Chiles lzan open skies policy that is reflected in its air
transport services agreements.

International cargo traffic has grown more than08,(ercent since 1979, according to data
provided by the Santiago Chamber of Commerce. Bigintent of Chilean exports leave the
country via air, a figure that in the case of tradéh the United States climbs to 16 percent, and
to 20 percent in the case of the United Kingdom.

[11.3.B. International Commitments Related to Senices

Among the main objective of our country at inteimaal level is the establishment of clear
regulations for services and investment, with awie create a wider and stable market for our
services and goods abroad. In this sense, we agekdgressively open up our markets for service
providers and to strengthen the integration prazetsat may contribute to the expansion of trade
and foster the creation of joint ventures to pextetdifferent markets.

As a result of the Uruguay Round, commercial digegs extended beyond those related to trade
in goods to cover areas such as services, investamehintellectual property. In recent years,
our country has continued to participate in WTO kirog groups on services, and in service
negotiations in the framework of the Doha Round.

At bilateral level, some concrete results have beemeved through the subscription of legal
instruments that cover issues and disciplines imthdit and complementary to trade in goods, as a
means to achieve a better and more profound lizat&in of trade.

In this context, we should note that the Free-TrAdeeements with Canada, Mexico, Central
America, Korea, European Communities, Unites Stalapan, Peru, Colombia and Australia
include specific chapters governing cross-bordetdrin services. Some of these Agreements also
contain chapters and annexes that regulate andesogpt these disciplines, such as those dealing
with telecommunications, professional servicestantporary entry of business people.

The above-mentioned Agreements are based on pesciguch as non-discrimination and
transparency, which are applied to trade in sesvaaal investments; they set forth the restrictions
that both investors and service providers from botlintries may face when entering the
different markets; and establish the mechanismshi®progressive removal of such restrictions
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(negative list approach).

On the other hand, in pursuing its objectives, cauntry has assumed different obligations or
undertaken different initiatives that involve futunegotiations aimed at further liberalizing
services and investments with other countries ougs of countries. In this context, during
2008 Chile finalized negotiations with Mercosur &funa (positive list approach).

Even though Chile has negotiated Services Chapiiisa positive and negative list approach,
the Chilean policy is to aim for Service chapteithwegative list approach.

.4 Foreign Investment Regimes

.4.A. Treatment of Foreign Investment

Chilean economic policy has reflected the imporgagiven to foreign investment, which,
once established in the country, receives a tra#tegually favourable than the one accorded
to comparable Chilean companies. Chile’s Constituguarantees to all individuals, Chilean
and foreigners, the right to develop any econoroiividy, provided applicable legislation is
observed and such activities are not contrary tblipumorals and order, or to national
security interests. There are no economic actg/iteserved for the State, notwithstanding the
special provision established under constitutiargjulations regarding mineral resources
(mineral resources including hydrocarbon depositd ather fossil substances). Private
property rights are fully protected under the Cibatbn. Property may only be expropriated
pursuant to specific constitutional provisions: mgiations may only be executed by law
(i.e. requires legislative approval) on groundspoblic benefit or national interest and the
expropriated parties have the right to compensdtppatrimonial harm caused.

Accordingly, one of the main objectives of Chileshiaeen to ensure the establishment of
clear investment rules, with a view to creatingidew and safer environment for investors.
Furthermore, Chile has taken international commititmidn order to gradually liberalise
market access, as well as to strengthen the piamteafforded to investors.

In Chile, the foreign investment regime is one w@ef entry of capitals. Thus, subject to
domestic regulations, investors can materialize theestment freely.

The Central Bank of Chile has as its purposes awige for the stability of the currency and
the normal functioning of external and internal payts. In that regard, the Bank Act
confers to it broad legal powers to, among otb&clusively issue regulatory provisions
regarding foreign exchange matters. Therefore Buek is the exclusive entity empowered
to establish and to amend the foreign exchangemesgi components in force in Chile.
Chapter XIV of the Central Bank's Compendium of éign Exchange Regulations
establishes rules for foreign investment, capitaitigbutions, and credit. Those operations
shall be conducted through banking entities anthfmemed to the Central Bank. Currently,
there are no restrictions (i.e. prior authorisati@serve requirement) applicable to transfers
in or transfers out related to those operations.

Chile does not apply screening mechanisms of artytgsdoreign direct investment in any

sector of the economy; they are subject to the sdoneestic regulations and procedures for
approval of investments as national investors (@Bvironmental impact studies when
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required).
However, Chile has in place special investmentmegithat provide foreign investors better
treatment than their domestic counterparts.

lll. 4.B. Special Investment Regimes and/or zones

i) Decree Law 600

When investing in Chile, foreign investors have tpdion to do it through the special and
voluntary regime of DL 600. Under DL 600 investerster into a legally binding contract
with the Chilean State, which cannot be modifiedaterally by the State or by subsequent
changes in the law. However, investors may, at tamg, request the amendment of the
contract to increase the amount of the investmerange its purpose or assign its rights to
another foreign investor. The Foreign Investmenin@ittee is the Government’s agency
responsible for administering this regime. The D 6egime does not provide special access
to sectors where foreign investment is restricted.

DL 600 guarantees investors the right to repatcafgtal one year after its entry and to remit
profits at any time. In practice, the one-year t@gdock-in has not represented a restraint
since most productive projects -in areas such asnmiforestry, fishing and infrastructure-
require more than a one-year start-up period. Calteelevant taxes have been paid,
investors are assured access to freely conveftibéégn currency without any limits on the
amount, for both capital and profit remittancesatidition, they are guaranteed the right of
access to the formal exchange market. The repatriaf all capital invested is devoid of any
tax, duty or charge up to the amount of the oridynmaterialized investment. Only capital
gains over that amount are subject to the genegailations contained in the income tax law.

It should be noted that although there are no gorexchange restrictions currently in place,
the Central Bank has the authority to impose mesins to foreign exchange transactions, in
order to preserve the stability of the currencytrer financing of the balance of payments.
However, DL 600 investors are exempt from thesgictions and their right to access the
market in order to repatriate profits or capitahct affected. Notwithstanding the foregoing,
DL 600 provides a specific regulation regardingitzdg brought into the country consisting
of credits associated with foreign investment.untscase, the general rules, terms, interests
and other aspects involved in the negotiation céigm loans, as well as the surcharges on the
total cost to be borne by the borrower for the ofstoreign credits, including commissions,
taxes and all expenses shall be those currenthosréd or authorized in the future by the
Central Bank.

The DL 600 contract acknowledges as foreign investm

- Freely convertible currency that can be excharajetie most favourable rate that foreign
investors can obtain from an entity authorizedgerate in the Formal Exchange Market.

- Tangible assets, in any form or condition broumt the country according to general
import regulations, without exchange coverage. Jdlae of these goods will be determined
using general procedures applied to imports. Thasgible assets include, among others,
machinery or equipment used in productive processes
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- Technology, in any form susceptible to be cajai¢al, which will be appraised by the
Foreign Investment Committee according to its retdrnational market value, within 120
days after the foreign investment application ismitted. If the appraisal is not carried out,
the value assigned shall be that estimated bynyestor in an affidavit. In previous cases,
independent consultants have performed this task.

- Credits associated to foreign investment: Thesg@mregulations, terms, interest and other
modalities of foreign credit contracts, as welsascharges related to total costs to be paid by
the debtor, including commissions, taxes and exggnshall be those authorized by the
Central Bank of Chile.

- Capitalization of foreign loans and debts, irefyeconvertible currency, whose contract has
been duly authorized by the Central Bank. Under@DD, investors can increase the capital
of the company which received the investment thihobgth the capitalization of credits
made under Chapter XIV and the credits derived fcoment imports and pending payments.
- Capitalization of profits transferable abroadLD600 allows capital increases of the
company receiving the investment through the chpsiigon of transferable profits.

Foreign investors may request a maximum time liafithree years to materialize their
contributions. Under article 11 bis of DL 600, istents of not less than US$ 50 million for
industrial or non-mining extractive projects caguest a time limit of up to eight years. In
the case of mining projects, the time-limit is eiglears but, if previous exploration is
required, the Foreign Investment Committee mayrekieto up to twelve years. Although
Chile's Constitution is based on the principle ofaiscrimination, DL 600 offers some tax
advantages for foreign investors. These are not bi@aks" or "tax holidays", but are
intended to provide a stable tax horizon, acting &srm of "tax insurance". DL 600 offers
several different tax options, but basically allothe investor to lock into the tax regime
prevailing at the time an investment is made.

The tax provisions of DL 600 are the following:

- Invariability of Income Tax Regime. All Chileammpanies have to pay a First- Category
Tax (or Corporate tax) equivalent to 17%. Under€hiGeneral Income Tax Regime, a 35%
tax is currently levied on distributed or remitgeafits. Interest paid to non-residents is also
subject to a 35% additional withholding tax, howeveterest on loans granted by foreign
banking or other financial institutions is subjézta lower rate of 4%, provided that excess
indebtedness provisions do not apply.

Under DL 600, a foreign investor can choose to ot an effective fixed overall tax rate of
42% on taxable income for up to ten years, or -uagcle 11 bis- for up to twenty years in
the case of industrial and extractive investmeritsd 86 50 million or more. The investor,
thereby, acquires immunity from any tax increasethe General Income Tax Regime that
may occur during that period. The lock-in can beves at any time, but an investor cannot
subsequently revert to the guaranteed 42% rate FirkeCategory payment of 17% can be
set against tax returns under both the GenerahmdXnvariable Tax Regimes.

- Invariability of Indirect Taxes: D.L. 600 statéisat foreign investments brought into the
country in the form of tangible assets are subjecthe general VAT taxation regime and
customs regulations. However, foreign investors emdtled to include a clause in their
contracts giving them access to a regime that ée&alue Added Tax (currently at 19%), as
well as import tariffs on capital goods for the jpwt, at their rate at the date of the
investment. This special regime applies throughloaitperiod authorized for carrying out the
investment. Additionally, imports of some of thesapital goods such as machinery or
equipment are exempt from VAT, they are on a lshpiled, prepared and published by the
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Ministry of Economy's Foreign Trade Department. Therent list was approved by Decree
307 of the Ministry of Economy, published in thefi€ial Gazette ("Diario Oficial) on May
9, 2007, and is available at:
http://www.aduana.cl/prontus_aduana/site/artic/2204/asocfile/20070214173208
/asocfile320070903160521_1.xls

In addition, foreign investors who sign a D.L. 68ghtract are exempted from VAT on other
technology imports, provided they appear on ths Gompiled by the Foreign Trade
Department. The products currently listed includeocainting and data processing machines,
TV cameras, lasers and magnetic resonance Imagaymastic equipment (MRI), among
several others.

- Special Regime for Large Projects: Under artitdebis of D.L. 600, investments in new
industrial or extractive activities, including mng, are entitled to additional tax benefits,
provided they have a value of at least US$ 50 omlliCurrently, the Foreign Investment
Committee is revising its policy regarding artidle bis, and new contracts under this regime
are not being approved at this time. This policgubject to change in the future.

- Tax on mining projects. On 16 June 2005, Law 200386 published in the Official Gazette.
It establishes a specific tax on mining activitiediich came into force on 1 January 2006.
The Law amends Decree Law 600 by adding a new lArfit ter. The article establishes a
regime of invariability for the aforementioned tdar, those investors that sign a new foreign
investment contract related to projects with a gabfino less than US$ 50 million. In order
to opt into this special regime, investors withstixig foreign investment contracts must not
have made use of the special invariability regisetsout in articles 7 and 11 bis of DL 600,
or they must renounce those regimes at the timgpifg into the rights under article 11 ter.
The deadline for submitting a request to opt i@ tegime under 11 ter for investors with
existing foreign investment contracts was Novem®@r 2005. More information may be
found at:

http://www.cinver.cl/index/plantilla2.asp?id_seatid &id_subsecciones=140

A foreign investor who wishes to invest through thé 600 regime must submit an
application to the Executive Vice-Presidency of fareign Investment Committee. Since
June 6 of 2003, the minimum investment amount foew project is US$ 5,000,000 (five
million dollars) when investments consist of foreigurrency and associated credits. The
minimum amount is US$ 2,500,000 (two and a halfiamildollars) when the investment is in
the form of tangible assets, technology, and chatégon of profits or capitalization of
credits. The Foreign Investment Committee retamesright to modify both figures. Projects
submitted to the Committee's consideration musbliey a ratio between equity and
associated credits of up to 25/75.

In the case of foreign currency, investors can ebteetheir foreign exchange operation only
when the contract has been duly signed. Howevesnvaubmitting the application, they can
request a special authorization to exchange thenency immediately. Any other type of
capital contribution requires the Foreign Investtri@ontract to be duly signed.

i) Foreign Investment Capital Funds (FICEs in Spaish)

The investment regime of Law 18657 on Foreign Itmesit Capital Funds (FCIFs or FICEs
in Spanish) is a regime created to gain accesshitedh securities when capital controls
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where in place in Chile. Today, foreign investorlsowvish to invest in Chilean securities
issued in Chile are not required to do it throubis tregime. The regime establishes a
preferential tax treatment for foreign capital istreent funds. FCIFs are required to obtain a
favorable report issued by the Chilean Superinteoeleof Securities and Insurance
(Superitendencia de Valores y Seguros, SVS) inrameonduct business in Chile. FCIFs
may not remit capital for five years following thevestment of such capital, although
earnings may be remitted at any time. A FCIF mald o maximum of 5% of a given
company’s shares, although this can be increasedn@aximum of 10% if the shares are
first-issue shares. Furthermore, no more than 10% ECIF's assets may be invested in a
given company’s stock, unless the security is idsareguaranteed by the Republic of Chile
or the Central Bank. All together, no more than 28Rthe outstanding shares of any listed
company may be owned by FCIFs.

l1.4.C. Investment Agreements

Chile’s approach to investment protection agreemgent

Chile has pursued international investment agre&nas a means to strengthen the
investment environment by providing certainty rejag rights and obligations of
investors. Bilateral investment treaties (BITs) amkcific investment chapters in free
trade agreements (FTAs) signed by Chile containsela regarding fair and equitable
treatment, national treatment and most favoureddmadtatus. In addition, Chile has
included investor-State dispute settlement mechaia these international agreements.

Chile initiated negotiations of BITs in the 199@#%er adhering in 1991 to the 1965 Washington
Convention on the Settlement of Investment Dispittesveen States and Nationals of Other
States. Through BITs, Chile guarantees offers ptiate to investors and guarantees the free
transfer of capital, of profits or interest genethby foreign investments, and, in general any
transfer of funds related to investments, withdfeaing the regulatory powers of the Central
Bank regarding foreign exchange transactions. Thgssements establish investor—State dispute
settlement mechanisms in case of disputes, to enlsat disputes will be settled through friendly
consultations. If no agreement is reached, investog entitled to opt for international arbitration
rather than submit the case before the Chileanrtals. In most BITSs, this jurisdictional option is
final; once the investor has chosen one of theboptiit cannot turn to the other.

Chile’s current policy is to include specific inte®nt chapters in FTAs and to have these
replace existing BITs. Even though some FTAs haamtained in force previously signed BITs,

it has been Chile’s preference to have a self-aoedainvestment chapter which regulates both
investment in goods and in services in a negaisteapproach. Additionally most of the FTAs

cover investment from the pre-establishment phd$ese investment chapters provide the
protection offered by the BITs and include additibprovisions that increase the level of
protection of investors, such as more developeésroin minimum standard of treatment and
expropriation, as well as prohibition of certainfpemance requirements and of the imposition of
nationality requirements on senior management apardb members. As for investor—State
dispute settlement, many of the FTAs have, compardBlTs, additional provisions that cover

consolidation, amicus curiae, transparency, prekamyi objections and the treatment of frivolous
claims.
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Finally, Chile's investment chapters contain, usuia an annex which modifies the obligation of
free transfers in and out of the country, provisidhat reserve the right of the Central Bank to
impose restrictions on transfers and payments, deordance with the provisions of the
Constitutional Organic Law of the Central Bankaiifd when such measures were needed in order
to maintain the stability of the currency and themmal functioning of internal and external
payments.

Agreements in force

Chile has thirty-nine BIT’s currently in foréé.In addition, it has signed nine FTAs and two aisimm
agreement?? In total, Chile has FTAs and association agreeméntiorce with 47 countries. Eight of
these treaties have investment agreements, sihighvhave a self-contained chapter and two mairitain
force previously signed BITS. Furthermore, Chile recently has concluded negotiatof FTAs including
self-contained investment chapters with Peru anldr@loia, but they are still in process for Congresal
approval. Once these FTAs come into force, thee@sge BITs will cease to apply.

Chile’s association agreement with the EC, whidemd into force on 1 March 2005, is one of
the EC’s most far-reaching trade agreements witbreaEC country. It includes separate chapter
for the provisions regarding investment for delivef goods and of services. The chapter
covering establishment for production of goods ftes national treatment for a list of sectors.

I1.5. Trade Defense Measures
lII.5.A. Safeguards

Chile's legal framework for safeguard measures cim@g Article XIX of GATT 1994, the WTO
Agreement on Safeguards, Law No. 18,525 (amend&thn31, 1999, by Law 19,612), and the
Regulations on the Application of Safeguard Measussued by the Ministry of Finance in
Decree No. 909 of 17 June 1999. Law No. 19,612leGHfirst law on safeguard measures,
established the National Commission In charge wédtigating Price Distortions in Imports , the
Commission (mentioned in Law No. 18,525) as theheanitty to initiate and conduct
investigations relating to safeguard measures ancecommend the imposition of safeguard
measures.’ Recently, the text of Law 18.525 was restructutedeping the substance of its
provisions in Decree N° 31/2005 of the MinistryFifiance.

Pursuant to this Law, the President of the Repulmay applyad valoremtariff surcharges

°1 BITs are in force between Chile and Argentina, thalim, Austria, Belgium and Luxembourg, Bolivia,
China, Costa Rica, Croatia, Cuba, the Czech Repubinmark, Ecuador, El Salvador, Finland, France,
Germany, Greece, Guatemala, Honduras, Island, Kalsea, Malaysia, Nicaragua, Norway, Panama,
Paraguay, Peru, the Philippines, Poland, Portiyahania, Spain, Sweden, Switzerland, Ukraine, the
United Kingdom, Uruguay, and Venezuela.

2 FTAs have been signed between Chile and CanadiaaClapan, Korea, Mexico, Panama, United
States, the countries of Central America and theanbaes of EFTA. Chile signed an association agreémen
with the European Community and the Trans Pacifiat8&gic Economic Partnership (P4) agreement with
New Zealand, Singapore and Brunei Darussalam.isemuence, Chile has FTAs or association
agreements in force with the following OECD couwedriJapan, United States of America, Canada, Mgxico
Korea, New Zealand (P4), EFTA (Switzerland, Iceland Norway), the European Union members of
OECD and Australia (recently negotiated).

%3 |n addition, negotiations are underway with P4 rhers to add a specific chapter on investment to the
existing agreement.

54 Chile’s notification is available in WTO documeBtSG/N/1/CHL/2, 24 August 1999.
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through a Supreme Decree of the Ministry of Finarmebject to a favourable report by the
National Commission. At the written request of t@mestic industry or on its own initiative,

the National Commission may initiate investigatismsletermine serious injury to the domestic
industry or the threat thereof, due to a surgengfarts.

As established by the Regulations on the Applicatd Safeguard Measures, serious injury is
understood to mean a significant impairment in gusition of a domestic industry. In
determining the existence of injury or threat tloéréhe Commission must evaluate all relevant
objective and quantifiable factors.

Within ninety days from the initiation of the intiggmtion, the Commission must decide whether,
the available information leads to the conclustwat imports of a product have increased in such
volume and under such conditions as to cause eatidm to cause serious injury to domestic
producers of like or directly competitive productsf this is the case, it must adopt a Resolution
recommending the application of tariff surchargetsie Resolution, together with the background
information and conclusions of the investigatiore eonveyed to the President of the Republic,
who makes a final decision through a Decree ofMimastry of Finance. Where, the available
information does not permit the establishment afafeguard measure, the Commission must
dictate a resolution to end the investigation aadgmit the decision to the Minister of Finance to
be summarized and published in fficial Gazette

In critical circumstances where delay would cauamabe that would be difficult to repair, the
Commission may recommend to the President of thpuBliE to apply provisional tariff
surcharges within a period of sixty days from thgtidtion of the investigation. The
Commission's recommendation must be based on impraty determination of the existence of
clear evidence that the increase in imports hasezhar threatens to cause serious injury.

The surcharges may not be applied for more thanyeae including the period of provisional
application of the measure. This period may bereded for one further period not exceeding
one year, subject to a favourable report by the @msion. The Commission may at any time
recommend that the application of the tariff surgea in effect should be modified or abolished
before their expiry date. The Law does not provatethe imposition of quotas. Commission
decisions are by majority of the votes cast. Tp@raval of three quarters of the members of the
Commission is required if the application of a &iarge increases the tariff in place above the
WTO bound tariff rate.

Since the Safeguard Legislation has been in f@bée has imposed seven definitive safeguard
measures, out of eleven investigations.

1.5.B  Antidumping Measures and Countervailing Duties

The Agreement on Implementation of Article VI oBtlBATT 1994, the Agreement on Subsidies
and Countervailing Duties, Article VI of GATT 1994nd the WTO Agriculture Agreement, all

apply with the force of law in Chile since the emaent of the Marrakech Agreement by Supreme
Decree No. 16 of the Ministry of Foreign Affairs 8fJanuary 1995 (Chapter Il), the Decree N°
31/2005 of the Ministry of Finance, Decree No. ®f%he Ministry of Finance containing the

Regulations on Article 11 of Law No. 18,525. Withspect to bilateral agreements, in the
Chile-Canada Free-Trade Agreement and in the Ghile=TA FTA, the Parties agreed not to
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apply antidumping measures to their reciprocaldraespectively’”

The various definitions contained in the WTO Agreeits on Anti-Dumping and on Subsidies
and Countervailing Duties apply fully, as these é@nents are an integral part of the Chilean
legislation.

The National Commission In charge of Investigatiigce Distortions in Imports, created by
Article 11 of Law No. 18,525, carries out investigas related to all aspects of anti-dumping and
countervailing measures. The Commission is compoeé the National Economic
Prosecutor's Office, who chairs it; two represeviat of the Central Bank of Chile, one
representative respectively of the Ministries ohdfice, Agriculture, Foreign Affairs, and
Economy; and the National Director of Customs. Tentral Bank provides the Technical
Secretariat for the Commission.

The Commission conducts an investigation if the glamant can provide evidence of a
distortion (dumping or the existence of a subsay) the manner in which it causes or threatens
material injury to the Chilean industry. Complaican be submitted by any industry group or in
the name of any industry group. The Commission alag conduct investigations on its own
initiative when it has access to information thadtifies doing so. This was the case of the
dumping investigation of the Argentinean importswdfeat flour initiated in October 2006 and
that subsequently resulted in the application afitdumping measure.

After a complaint has been lodged the Commissiostmublish a notice of the initiation of the
investigation with information related to the sudbjef the investigation in th@fficial Gazette
Within thirty days from the date of this publicatiche Commission shall receive all information
interested parties wish to submit, and requestiafoymation it considers necessary. Before
reaching a decision, the Commission must condudilipithearings. If the Commission
considers that, on the basis of available inforomtit is possible to establish the existence of
price distortions and that these distortions canisghreaten to cause material injury to the
affected domestic industry, these findings must tstated in the Commission’s decision
recommending the application of anti-dumping orrdewvailing duties.

Any anti-dumping and countervailing duty proposedthe Commission must not exceed the
margin of distortion, which is calculated by comipgrdumped with non-dumped imports. The
Commission may also recommend to the PresideriicoRepublic the application of provisional
duties. Anti dumping and countervailing duties denimposed for a maximum of one year.
However, a new investigation can be initiated & ommission considers that there is evidence
for the duty to be maintained.

Against the background of increased worldwide u$eamti-dumping measures, Chile has
contributed to the WTO Negotiating Group with awit clarify and improve various provisions
of the Anti-Dumping Agreement at the multilateravél. . They coveiinter alia: duration of
anti-dumping measures, facts available, constructalie, zeroing, assessment of injury,
price-undertakings, lesser duty, and review of-dathping orders.

The latest anti-dumping measure to be adoptedtaffee imports of Wheat Flour from Argentina
and was imposed on January 2009. The latest awailieg duty, applied in 2000,affected
imports of powder milk from United States and thedpean Union

55 See Chile’s notification in WTO document G/ADP/KZHL/2.
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lI1.5.C. Institutional Arrangements in Place for the Implementation of Trade Defense
Measures

Included in 11l.5.A and in 111.5.B

1.6 Government Procurement

Legal Framework:
a) For goods and services:

e Law on Terms and Conditions for Administrative Slyppnd Service Contracts N°
19.886. ey N° 19.886, Ley de Bases sobre Contratos Admaitiv®s de Suministro y
Prestacion de Servicips

» Regulations for Law N° 19.886 on Terms and Conagifor Administrative Supply and
Service ContractsAprueba Reglamento de la Ley N°19.886 de Baseg sodmtratos
Administrativos de Suministro y Prestacion de Sars).

Links: English: http://www.chilecompra.cl/engliglublications.html
Spanishhttp://www.chilecompra.cl/normativa_legal.html

b) For construction services:
» Ley Organica del Ministerio de Obras Publicas, DRE 850. Public Works Law).
* Reglamento para Contratos de Obras Publicas, D.®IPMN° 75. Public Works
Regulation).

* Reglamento para Contratacion de Trabajos de Coosalt Decreto MOP N°48. (
Consultancy Regulation).
» Ley de Concesiones de Obras Publicas, (DecretoeBupiN° 900.Concessions Law)

* Reglamento de la Ley de Concesiones, D.S. N° @o6Bicessions Regulation)
e Procurement Law N° 19.886 applies for additionalmions not considered by the laws
and regulations mentioned above.

Link: http://www.mop.cl/documentacion.htm

Main objectives of the System:

Chile’s Public Procurement System is regulatedheyltaw N°19.886, enacted on July 2003. The
Procurement Law provides the contractual frameviiorkhe purchase of goods and services and
establishes “ChileCompra”, the electronic procunetmglatform, that seeks to build a more
friendly and flexible State, oriented to servingpke, businesses and public institutions.

The procurement of public works and concessionsudeel by independent regulations.

The strategic principles of the public procurensytem in Chile, which have allowed it to grow
and expand, are Free Access, Universality and Nearichination. The government procurement
measures are applied:
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- To achieve maximum transparency and efficiency ie Government Procurement
market;

- To create an institutional framework to ensure ¢haigjectives;

- To preserve principles regarding equality beforellw, competition, non discrimination
and due process;

- To cover a substantial proportion of buying enditisuch as Central Government,
Regional Governments Intendencias and Gobernaciongs Local Governments
(Municipalidade}, some public enterprises, etc.;

- To establish open tendering as the general rutk; an

- To use the electronic system for all public ergitid procurement procedures.

Government Procurement Court

The Chilean System on government procurement cqitdées a judicial authority in order to
settle legal disputes in this area namibkéunal de la Contratacién PublicdGovernment
Procurement Court). This court does not depend ftben Government or the administrative
agencies. It began to work on September 27 of 2005t is composed of three lawyers (judges)
and their corresponding alternates. This court jhesdiction to try challenge actions against
illegal or arbitrary acts or omissions occurredhia procurement administrative procedures with
public agencies governed by the Government ProcmeAct.

International Agreements regarding Government Procuement
Chile has negotiated Government Procurement clwiiéis Free Trade Agreements with:

1. Central America: Costa Rica, El Salvador and Guatem(With the latter country,
although the negotiation is concluded the agreeisartt yet in force).

2. United States

3. South Korea

4. European Union

5. European Free Trade Association (EFTA)

6. P4 (New Zealand, Brunei, Singapore and Chile)

7. Japan

8. Canada

9. Mexico

10. Colombia (not yet in force)

11. Australia (not yet in force)

12. Uruguay (This is an Agreement and is not yet iicédr

At the multilateral level Chile is an active paipiant in APEC's GPEG and an observer (not
signatory) of WTQO'’s GPA.

Main elements to be considered in a GP Chapter
For Chile, the main elements to be considered@Pahapter are:
- To ensure non discriminatory market access
- Transparency
- Procedural simplicity with open tendering as thiadik mechanism.

- Due process
- Wide scope on procurement, with significant coveragterms of entities, and thresholds
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- Challenge procedures
1.7 Transparency

Transparency is one of the basic principles in €zinil administrative law and under Free Trade
Agreements signed by Chile.

lI.7.A  Transparency in the Administrative Law

The general principle in the Chilean Constitutidmticle 8, Paragraph 2) establishes that acts and
resolutions of the State’s agencies are public,asal their rationale and the procedures that are
followed. However, a quorum-qualified law may e$istbthe secrecy or confidentiality if the
publicity affects the tasks of the State’s agendiesdamental rights, security of the nation or
national interest.

Law N° 19,880, “Basis of Administrative Proceedihgsiblished in the Official Gazette in 2003,
sets the basis of the administrative proceedings thle the acts of the agencies of the
Administration of the State. This law establishes general rules that govern the administrative
proceedings. However, in case that any specialdstablishes another special proceeding, the
latter shall prevail.

This law recognizes that Publicity and Transpareaoy the principles of the administrative
proceedings. This means that the administrativegedings shall allow and promote public
knowledge, content and basis of the decisions adopy agencies. Therefore, unless the law or
regulations establishes a special rule, the adtratiige acts of agencies are public, as well as the
documents that sustain or complement them.

Moreover, the Law N°19,880 establishes other pplesi of the administrative proceedings, such
as: writing; gratuitousness; procedural economypairtiality and refutability. One of the most

important goals of these principles is to protéet tights of the citizen in relation to agency’s
acts.

Furthermore, this law establishes a group of sjuecitizen rights that reinforce the performance
of the law: the right, in any time of the procesglito know about the stage of the act; to obtain
a legal copy of the documents that are part optieeeeding; to know the officials any offices of
the Administration that are in charge of the praliegs; to have access to the administrative acts
(hearings or written orders or decisions) accordifth the law.

From another perspective, the Law N°19,653, pubdish the Official Gazette in 1999, establish
the right to any person to require any informatioragencies of the government. Article 11 of
this law develops the right to know of the citizerpublic affairs.

Finally, on August 20, 2008 Law N° 20285 on Accesd$ublic Information was enacted. This

Law regulates the principle of transparency of finections of the State, the right to access
information dictated by the State’'s Organs, andpttezedures used in their dictation; as well as
exceptions to the publicity of this information.iFaw will enter into force on April 20, 2009.

l1.7.B  Transparency in Free Trade Agreements

The main purpose of the transparency rules in tlee frade agreements is to facilitate
communication between the Parties and to makeablailany information to the citizens about
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measures concerning to any issue covered in theefgent. From this perspective, transparency
involves that Governments should provide the nesgsseans for individuals to become
acquainted with the rules and thus allow compliamitie them.

The transparency rules of the free trade agreenasstablish that the governments have to publish
laws, regulations, procedures and administrativesrof general application without delay and
give the opportunity to another Party to make oketésns about the regulations. Additionally,
transparency seeks that, to the greatest extersibimsone Government notifies the other
Government and citizens of any actual or proposedsure that may affect the functioning of the
Agreement or the interests of any Party there under

Furthermore, these rules include provisions on bdtle process in matters concerning
administrative procedures, which may affect aspemtered in the Agreement and the creation of
information centers with a view to facilitating comnication between the Parties in matters
concerning the Agreement.

Finally, free trade agreements signed by Chile @iéimada, Mexico, Central America, Korea, the
United States, the European Union, EFTA, P4 (Newlated, Singapore and Brunei Darussalam),
China, Japan, Colombia, Ecuador, Panama, Peru asiniadia contain regulations concerning
transparency.

1.8 Movement of Business Persons

Regulations: The general “Entry” regime can be considered ghlhiconvenient for foreigners.
Legislation such as Decree Law N° 1094 of 1975forefgn citizens”, and Supreme Decree N°
597 of 1984, facilitate the “entry and stay” of dgners in Chile, either for commercial or
turistical purposes. Additionally, international giglation including international bilateral
agreements should be considered as regulatiorsntiyrenforced in Chile.

Agreements: Chile has included a specific Chapter on TempoEartry of Business Persons
(TEBP) in Free Trade Agreements with the U.S., @andexico, Korea, Japan, Colombia and
Australia. With the E.U., China and Mercosur theBPFEcommitments are reflected on the
positive list as Mode four concessions.

Chile has negotiated comprehensive Chapters onsthig, which effectively facilitates bilateral
trade on a mutually advantageous basis. Accordir@gjyle has included different categories of
businesspersons, such as:

> Business visitors

» Traders and Investors

» Intra - Company Transferees
» Professionals

Having these categories included, automaticallslithe TEBP Chapter to those regulating Cross
Border Services, Financial Services, Investmend, [dational Treatment and Market Access for

Goods, as it facilitates the supply of a serviceallowsin situ contact between the investor and

his investment; the developments of business oppities; the personal supply of a service, and
the free flow of human resources within a compaith wommercial presence in the territory of

the Parties.

Regarding specific disciplines, they are aimeddbieve greater transparency and increase the
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exchange of relevant information between the Parfiarticularly important is the Temporary
Entry Committee, which, as a general rule, sessioite a year with the purpose of reviewing
existing measures, and develop new measures aimefcllitate the temporary entry of

businesspersons.

Notwithstanding the fore coming, the benefits aisted to Chapters on TEBP do not intent to
affect “sensitive issues” of domestic policy, shthe access to the labor market or migration
issues. In sum, the TEBP Chapter should not affectParties right to regulate on the different
aspects of their immigration policy, as specificaprovided in the “Relation with Other
Chapters” article.

i) Regimes for entry and work

Chilean migration laws are contained in Decree Nav 1,094 of 1975, on foreign citizens, and
regulations there under established in D.S. No.&9P84. Furthermore, this matter is governed
by provisions contained in international treatied agreements subscribed by our Government.

These legal texts vest the power to issue visagesident permits for foreigners in the Ministry
of Interior and Foreign Affairs.

The Ministry of Interior exercises these powerstigh the Department of Migration and Alien
Affairs at central level, and through interior gowaent offices at regional and provincial levels.
In turn, the Department of Consular Affairs and ligration of the Ministry of Foreign Affairs is
responsible for foreign citizens affairs and issuessular authorizations and residence visas
through Chilean Consulates abroad.

The migration legislation contains the followinggmition categories:
Tourists

Tourist is any individual entering the country foperiod not exceeding 90 days, for recreation,
sports, health, study, business, family, religiand other similar reasons, but not for purposes of
immigration, residence or development of remuneratdivities.

In some cases, for reasons of national interelsased on the principle of international reciprqcity
individuals should obtain a consular authorizatfeisa) from the concerned Chilean Consulate
abroad prior to their entry to Chile. However, heklof the APEC Business Travel Card do not
require consular authorization.

Residence

- Residence Subject to a Labor Contract persngranted to foreigners who enter the country
under a work contract. This type of residence visaubject to the performance of the
activities agreed with the employer (who must benidiled in Chile) and is issued for a
maximum period of two years, and may be extendedifoilar periods while the contract
duration.

- Student Residengeermits are granted to foreigners who enter thattg in the capacity of
registered students in State or State-recognizedatidnal institutions or a private institution
recognized by a latter, or in a higher or speaaizducational centers or institutions
provided they can substantiate their correspondingllment. This permit only allows
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doing the relevant studies and is issued for a maxi period of one year, and may be
renewed until completion of the relevant study pang In the case of scholarships, the
permit is issued for the duration of the scholgrshi

- Temporary Residence pernigt granted to foreigners with proven family tigsimterests in
the country whose residence is deemed useful arecoent.

Generally, this type of visa allows its holder &g out any activity in Chile, to the extent that
the laws permit such activities. It is issued fonaximum period of one year, and may be
renewed for like period.

1.9 Intellectual Property Rights

[1.9.A Chilean policy regarding the main Intellectual Property Rights Treaties under the
auspices of the WTO

Maintaining an adequate and balanced intellectt@grty system is a key issue for the Chilean
economy. The Chilean legal and institutional framdwfor IPRs grants protection to all

categories of intellectual property included in thgreement on Trade Related Aspects of
Intellectual Property Rights (TRIPS Agreement) bt tWorld Trade Organization (WTO),

namely: copyright and related rights, trademarlepggaphical indications, patents, industrial
designs, layout designs (topographies) of Intedra@ércuits and Protection of Undisclosed
Information. Chile also confers protection to nelanp varieties. In addition to the standards in
the TRIPS Agreement and those in the major WIik@ties, Chile has commited to even higher
standards through bilateral trade agreements.

Chile has been a member of the World IntellectusdpBrty Organization (WIPQO) since
June 1975, and has signed a number of IPR conwentitn addition, Chile has been a WTO
member since 1 January 1995 and the WTO Agreenmeiltazle-Related Aspects of Intellectual
Property Rights (TRIPS Agreement) came into forc2d00.

Chile's participation in international IPR agreemernts

Date on which Chile became part;d

Agreement, convention or treaty (latest Act in whib Chile participates) (date it became party to the lates
Act)

Berne Convention for the Protection of Literary @mtistic Works (Paris Act) June 1970 (July 1975)

Convention Establishing the World Intellectual Rrdp Organization June 1975

WIPO Copyright Treaty March 2002

WIPO Performances and Phonograms Treaty May 2002

Paris Convention for the Protection of Industriedgerty (Stockholm Act) June 1991

Rome Convention for the Protection of PerformeredBcers of Phonograms andSeptember 1974
Broadcasting Organizations

International Convention for the Protection of N#&arieties of Plants (UPOV January 1996
1978)

The Chilean IPR regime has evolved significantlydnent times as a result of the incorporation
of TRIPS commitments into national law. Also, seveamendments have been made to comply
with international obligations derived from bilaaémagreements (mainly with the EU, the US,
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EFTA, Central America, Canada, Mexico and KoreawhNimendments will be incorporated into
the Chilean IPR legislation because of the ratifica of the WIPO Internet Treaties and the
implementation of other bilateral IPR commitments.

In late 2003, two sets of amendments were madeet@€opyright Law to implement TRIPS and
the Free Trade Agreements, and in late 2005 arlg 2807 two amendments to the industrial
property law were enacted.

The main domestic statutes for the protection & IR Chile are the Intellectual Property Law
(Copyright Law), Law No. 17.336 of 2 October 197@hnits Regulation and the Industrial
Property Law, Law No. 19.039, 25 January 1991, aittendments introduced by Law 19.996, of
1 December 2005, and Law 20.160, of 26 January ,280d its Regulation.. The protection of
new varieties of plants is regulated through thevNRéant Varieties Law, Law No. 19.342 of 3
November 1994. These statutes cover the majord&saeferred to in the TRIPS Agreement and
also by main WIPO treaties.

Industrial Property Rights

Historically, the Department of Industrial Propedfythe Ministry of Economy was in charge of
granting industrial property rights (trademarksepés, utility models, layout design of integrated
circuits, industrial design), including the regystf geographical indications and appellations of
origin. The Seeds Department of the Agriculture @attle Service is in charge of administrating
the Chilean registry of new plant varieties.

However, a new institutional framework for the isthial property administration was recently
enacted and entered into force in January 2009 (1%20.254). The reformed Industrial Property
Office (INAPI, by its Spanish acronym) replaced #xésting Chilean registry in order to improve
registration services for trade marks, geographiuditations, patents, utility models, industrial
designs and layout designs of integrated circuitg, granting more human and financial
resources. Moreover, the referred amendment pravi &Pl with authority to apply such
human and financial resources to conduct new cplagilding activities in order to promote the
use of industrial property rights.

Also, as mentiened above, during 2005, the widedtraost significant reform to the Industrial
Property Act was conducted since its enactment 9911(Law n°® 19.996). This reform
implemented pending commitments of the WTO TRIP$ea&gent and incorporated provisions
to protect undisclosed information related to phareutical and agrochemical products for 5 and
10 years, respectively. Additionally, it establidhee special registry for geographical indications
and appellations of origin, rules for assesmerttashages for infringement of industrial property
rights; and new civil actions and precautionaryasuges that provide the right holders with a
wider range of tools to address judicial enforcenaéitheir rights.

In 2007, the Industrial Property Act was amendeaw(ln® 20.160) in order to incorporate and
protect sound, collective and certification tradetaaAdditionally, it provided for a patent term
extension to compensate for unjustified delayshi@éadministrative process to obtain registration.

Thereof, currently Chilean national law provide®tpction for 10 years to trademarks right
holders, but they may be renewed indefinitely. €reme no requirements of use for registration or
renewal of trademarks. Industrial designs thanane| are protected by 10 years from the date of
filling. This period is non-extendable. Textilessams and stampings may be protected at the
same time under Copyright Law.
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In the case of patents, they patents are protanté&thile for 20 years from filing. Economic
models and business plans, discoveries, scietiifiories and mathematical methods, surgical,
therapeutic or diagnostic methods, plant varietigsmals and software are not protected by
patents or utility models. Patent system includaspulsory licenses in cases of (i) monopoly
abuse, (ii) national security, public health, amational emergencies, (iii) non-commercial
public use, or (iv) cross licensing in relationmgatented subject matters.

In regards to Plant Varieties, Chilean legislatien homologated to UPOV 1978 Act.

Nevertheless, Chile is committed to adhere to UP®91 and currently, a bill that permits the
latter is being presented to Congress for its agrand will is expected to come into force by
the year 2009. Rights related to New Varietieslah®2 must be pursued before civil courts.

Industrial property right holders have both civildacriminal remedies and can collect costs and
damages. Courts have, among others, the facutiydigr the destruction of tools and implements
used to produce the falsification or copy. The Gumst Service may also enforce some industrial
property rights at the border.

In addition, Law 19.039 establishes for internagloexhaustion of these rights. Consequently,
parallel importations are allowed.

Copyrights and Related Rights

The Copyright Department of the Library, ArchivesldMuseums Directorate is in charge of the
Copyright Register. The main Copyright statutestheeIntellectual Property (Copyright) Law,
Law No. 17,336 of 2 October 1970 with its Regulat{Supreme Decree No. 4,764 of 8 January
1985).

The term of protection for copyrights and relatights is 70 years. In conformity with the Berne
Convention, protection is automatically recognizmtte works are created, but a register is
available for publicity measures. Additionally, i&gr constitutes a legal presumption of
ownership in favor of the person who is registeagdight holder.

According to the Copyright Law right holders havath civil and criminal remedies against
infringers of rights. Once convicted, infringersyrze forced to pay damages and fines, and also
be imprisoned. The Customs Service may also enfeoocee intellectual property rights at the
border.

A new bill was introduced in Congress2irof May 2007 to amend the Copyright Law. The main
objectives of this new bill is to improve enforcamef copyright and related rights through new
civil and criminal procedures, to introduce a nesgime of exceptions and limitations to

copyright and to regulate the responsibility ofemmiet service providers for eventual copyright
infractions, in accordance with international stamd. This bill is currently being discussed at
the Chilean Senate (Upper House).

Enforcement of Intellectual Property Rights

The Department of Industrial Property, the CourtAgipeal for Industrial Property (reformed
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under the Law No. 19.996) and the Agriculture aingegtock Service for issues elated to plant
varieties are responsible for administrative actioelated to opposition or annulment of
applications or granted registries.

Criminal and Civil remedies provided for infractioim the Industrial Property and Intellectual
Property Laws must be pursued before Civil and @@iCourts.

Persons convicted for offences against right heladrintellectual or industrial property rights
may be required to pay costs and damages to rigltiers and also fines. In cases of intellectual
property violations infringers can also be imprisdn

In the year 2000 Congress passed new legislatioarfaverall modification of Chilean criminal
system. This reform, which has been implementezl/@ry Chilean Region (in Santiago has been
implemented on June 2005), has shown to incrediszerty both in criminal courts and in
action of police agencies against IPR infringers.

Aditionally in early 2008, the Chilean Civil Policecorporated a new specialized unit —
BRIDEPI — devoted to investigate and prosecute esirgpecifically related to IPR. The unit
extends its authorities over all issues relatedffenses related to industrial and intellectual
property rights. One of the purposes of BRIDEPItasidentify and disarticulate criminal
organizations dealing with piracy, counterfeit amelated offenses through intelligence
investigations. This specialized unit is expecethécome a cornerstone of the Chilean national
system for IPR enforcement that came to couple rabeu of other initiatives in the same
direction, carried out by other Chilean agencieshsas the Chilean National Customs Service
and the Chilean National Prosecutor’s Office.

Others issues

Undisclosed Information

A whole new chapter for undisclosed information wasoduced to the Industrial Property Act
(Law 19.039) in 2005 to protect both trade secet$ undisclosed data of new chemical entities
submitted to government agencies for approval driplaceutical and agricultural chemical
products. Regarding the latter, the protection lérmaceutical products extends for a 5-year
term, while agricultural chemical products are sabjo a 10-year term.

Protection of undisclosed data of pharmaceuticadipets is under the jurisdiction of the Institute
of Public Health, while protection of undisclosealtal of agro-chemical products is under the
control of the Agriculture and Livestock ServiceheBe government agencies are obliged to
protect undisclosed information submitted to thenthie process of sanitary registration against
disclosure and, additionally, are not entitled dgrithe term of protection to grant sanitary
registrations based on the protected data.

In addition to substantive provisions of the IndiastProperty Act, Decree 153 of the Ministry of
Health regulates the procedure to obtain protedtonindisclosed information of pharmaceutical
products that are new chemical entities.

Other administrative measures, such as publicétighe Institute of Public Health’s web site of

all applications for new pharmaceutical products, maintained to ensure that interested parties
have the opportunity to promptly assert their rigihtCourt.
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[11.9.B Geographical Indications

Geographical indications of Chilean wines and tpare regulated through the Law No. 18.455
and its Regulations. As mentioned earlier, the éasendment of the Industrial Property Law
creates a registry for Chilean and foreign geogcaphindications available for any kind of
product.

Most of Chile's preferential agreements contairvigions for the explicit recognition of Gls. For
instance, the Chilean geographical indication “®idtas been recognized in agreements with
Mexico, Australia, New Zealand, Singapore, Japamada, the United States, Mexico, China
and the European Union.

Evaluation of an agreement in Intellectual PropertyRights

Considering that almost every single FTA negotidigdChil€® includes provisions on IPRs, we
envisage having IPR provisions in an eventual agese, through which both countries reaffirm
its mutual international commitments on IPRs, aradesfor commitments in areas of particular
interest of both parties.

The overall objective of comprehensive initiativies this field should be to facilitate and
encourage Chilean and Hong Kong, China partneintipe pursuit of increased competitiveness,
fostering innovation and creating new opportunif@strade and joint ventures, including mutual
consultation on common IPR interest issues.

111.10 Environment and International Trade

Chile's environmental policy is based on the conoépgustainable development, which serves as
the fulcrum of a strategy aimed at reconciling emwmnental protection with economic
development in the context of social equity anddparency in the public sector.

This policy is based on seven principles that ledherence to and permeate the legal,
institutional and instrumental aspects used in glogernment's environmental management
activities: 1) The principle of gradualness whiakreowledges that environmental management
should be implemented progressively, given thatemévwy the course of environmental
deterioration and reconciling development with @retection of the environmental heritage
requires structural reforms that go beyond shoermt measures; 2) The principle of
realism, which establishes that the objectivesukhde reachable, given the magnitude of
current environmental problems, and the resourcatahle to do so; 3) The preventive principle
which implies avoiding situations of deterioratibefore they are produced; 4) The "the polluter
pays" principle; 5) The principle of responsibilitwhich holds that the party responsible for
environmental damage should pay reparations to VilkBm and restore the deteriorated
component; 6) The principle of efficiency that holdhat measures adopted to confront

56 Free Trade Agreement with: Canada, United State&nodrica, Japan, Korea, Mexico, China, Central Aozer
European Free Trade Area—EFTas well as théAssociation Agreement between the European Uniohtla@ Trans
Pacific Strategic Economic Partnership (Chile-Nes@land, Singapore, Brunei Darussalam).
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environmental deterioration should involve the lstvsocial cost and privilege instruments that
allow for optimal allocation of resources; and RAgeTprinciple of citizen participation.

The Environmental Agenda.

A set of coherent approaches guide the managenfieenewable natural resources, pollution
control programs and actions, and the protectionthef urban environment. They can be
summarized as follows: Prioritizing tasks; Assignireal costs to the use of public goods;
Minimizing social costs; Using market instrumentglaintaining the State's role in the
conservation of the environmental heritage; Red@pgcthe right to property; Envisioning

environmental quality as a comparative advantagel, RBromoting cooperation between the
public and private sectors.

These points support the establishment of enviromaheriorities that could be summarized in
five areas: public health; defining limits to sustdble resource use; equality for all people in
relation to the objective of environmental qual{tgnvironmental equity"); State intervention
when environmental quality diminishes in an extremanner; and protection of nature and
biodiversity.

Legal Context

The Chilean Constitution of 1980 grants all Chikeahe right to live in a pollution-free
environment, and notes that it is the State's mesipiity to ensure that this right is not threatdn

and to guarantee the preservation of nature. lb atkentifies the conservation of the
environmental heritage as one of its social fumgio

Law 19,300 on the General Environmental Framewoas wapproved in 1994. This normative
body established a structured environmental managesystem. The law regulates a series of
conflicting interests, beginning with the premibattno activity, however legitimate it may be,
can be carried out at the expense of the envirohnSpecifically, the law establishes a set of
legal regulations and definitions, environmentahagement instruments, areas of responsibility,
enforcement mechanisms, the environmental protediimd, and government institutions in
charge of addressing issues that are related t@erkiEzonment. The Principal Environmental
Management Instruments are: Instruments for Estaiblg Environmental Quality Standards,
Prevention Instruments, Corrective Instruments, fl@nce Instruments, Economic Instruments,
Education and Research Instruments, Citizen Paaticin Instruments, and Instruments for
Generating Information

Another issue to be considered is that Chile hadiebto become a member of the OECD and
the application process contemplates reviewingethéronmental legal and institutional frame of
the applicant. In this context, new legislatiofb&@ng proposed as explained in the last paragraph
of the following part.

Institutional Framework.
In 1994, Law 19,300 officially created the ComisNacional del Medio Ambiente *CONAMA-
(National Commission for the Environment) a puldiervice, functionally decentralized with

legal status and own patrimony.

The General Environmental Framework Law did notniigantly alter the institutional
framework neither within the central government nor decentralized government levels.
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However, the law imposes certain tasks and respititiss on municipalities and confers on
them some new authority mainly related to the Emunental Impact Assessment System
(SEIA).

After more than a decade of application of Law 09.8nd considering the need of strengthening
the environmental institutions, Law 20.173 was éssyMarch 2007), creating the post of
Minister President of CONAMX.

During 2008, the Minister proposed to Congress k &i Law to create the Ministry of
Environment and a Superintendence for Compliarids. éxpected that this bill will be enacted
during 2009.

International Cooperation.

Over the last fifteen years Chile has increasedpitfile in the international environmental

debate, in particular in the scientific verificatiof "global environmental problems,"” becoming a
signatory of several environmental conventions éample, Montreal Protocol, Kyoto Protocol,
Biodiversity Convention, Biosafety Protocol, theo&holm Convention on Persistent Organic
Pollutants, and the Rotterdam Convention on ther Rnformed Consent Procedure for Certain
Hazardous Chemicals)

Trade and the Environment.

Chile considers that a good comprehension of ggelietween trade and environment optimizes
the benefits of free trade and mitigates possiblgative impacts on sustainability of the natural
resources. It also considers that a country canrerggowth rates that help to improve the quality
of life for its people, and, at the same time, @cbthe environment.

Chile has negotiated FTAs with most of its tradetmexs, acknowledging the importance of
incorporating the environmental dimension in thisgess of economic internationalization.

Chile considers that FTAs which incorporate envinent provisions are an appropriate tool to
promote high levels of environmental protectiongether with securing an open and fair
international trading system, by presenting adeguaicentives for better environmental
management and minimizing the risk of disguisedrenment barriers to trade.

This approach could optimize the benefits derivexinffree trade and, at the same time, could
enhance potential positive effects and mitigateedl negative impacts on environmental
sustainability.

Not only is protecting the environment an importaspect of sustainable development, it is an
element of competitiveness. Markets are drivenomby around the traditional demands of price
and quality, but also according to respect foraheironment and other social issues.

Canada - Chile Agreement on Environmental Coommra{iCCAEC): This Agreement was
signed, along with the FTA, in 1997, with the aifngenerating the conditions necessary for
making the economic development of both countriesngatible with the protection and
improvement of environmental conditions. These e&gnents are the firsts of this kind that

57 On 27" March 2007, Ms. Ana Lya Uriarte Rodriguez was apfeal as the first Minister President of CONAMA.
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Chile has signed with a developed nation. The ageee privileges cooperation and emphases
the importance of the exchange of experience, kedgd and technology in this area. It allows
for ample citizen participation. Likewise, it reiafiis the right of each Party to establish its own
level of environmental protection, policies, anibgties, and, at the same time, incorporates the
commitment to maintain high levels of environmemmiatection.

Association Agreement between Chile and the Eumopédon (2003): The Preamble states that
the Agreement should be implemented consistentlth wenvironmental protection and
conservation; to promote sustainable development; to conserve, protect, and improve the
environment by efficient environmental managemend an adequate participation in the
multilateral environmental agreements. The ChapterCooperation emphasizes the need for
carrying out social development, economic growttd anvironmental protection, and states that
the purpose of environmental cooperation (arti@g ig, inter alia, to promote conservation and
improvement of the environment, to prevent pollutend the degradation of natural resources
and ecosystems.

FTA Chile-USA.-Chapter 19 “Environment” (2004) akdvironmental Cooperation Agreement
(2004): In this case environmental provisions wiemrporated into the FTA, with the aim to
minimize the risk that environment laws, regulasiopolicies and practices could be used for
trade protectionist purposes, but with the rigoroosimitment to comply with the legislation of
these matters, with a spirit of cooperation andwiethods to solve controversies according to
their specific nature. For the first time, the Fingludes a clause that will help to promote good
environmental behavior from the productive sectmnce the Parties agreed to encourage
corporations that operate in their territory to whrily include principles of corporate
responsibility in their policies.

Chapter 19, acknowledges the right of each Partystablish its own levels of environmental
protection, policies, and priorities in environmantevelopment, as well as, consequently,
adopting and modifying, its environmental legiglatiand taking into consideration ample citizen
participation in the implementation of the agreetmen

Along with the FTA, an Environment Cooperation Agmeent was signed that regulates this type
of activities between the Parties.

Trans-Pacific Strategic Economic Partnership Agesm(P4)-Agreement on Environmental
Cooperation (ACA-P4) (2006):

Chile, Brunei Darussalam, New Zealand and Singaper&e signed up to the Trans-Pacific
Strategic Economic Partnership Agreement in 2006n@side the Trans-Pacific SEP, the parties
signed a side Agreement on Environment Cooperation.

This Agreement has 2 main aspects: It establishiesiples for environmentally sustainable trade
between the Parties and encourages environmertpécation.

Chile-PRChina FTA (2006): In the Preamble of thgrdement, the Parties recognize the
importance of pursuing sustainable developmentemdronmental protection. And, its article
108 states thatttie Parties shall enhance their communication anoperation on labour, social
security and environment through both the Memoramdfi Understanding on Labour and Social
Security Cooperation, and the Environmental Coofiera Agreement between the Parties”.
Based on that, on September 20, 2007, the Nati©oaimission on the Environment of Chile
(CONAMA) and the State Environmental Protection Awistration of China (SEPA), signed a
Memorandum of Understanding on Environmental Caoatji@n that seeks to promote cooperation
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in the field of Environment protection, on the Isasi equality and mutual benefit.

Japan- Chile Agreement for Strategic Economic Rastrip - Joint Statement (signed 2007): The
environmental provisions were included in the Jdithtement, subscribed by the respective
Ministers of Foreign Affairs on the occasion of thigning on the Agreement for a Strategic
Economic Partnership.

Chile- Australia FTA (signed 2008, not yet in foxcEnvironmental provisions were included in
Chapter 18 “Cooperation”. Article 18.2 states tlatoperation on environment will reflect the
commitment of both Parties to strengthening enwirental protection and the promotion of
sustainable development, in the context of stremgtly trade and investment relations between
them”. And, “Areas of cooperation may be develogadugh existing agreements and through
appropriate implementing arrangements including tiesignation of national contact points to
facilitate activities on environment and labour pecation”.

In Latin America, Chile has signed agreements pa@ting environmental provisions, inter alia,
with Panama and Colombia. The FTA with Panama pm@tes them in an Environmental
Cooperation Agreement negotiated and signed togetttle the FTA, that entered into force on
2008. It has close similarities to the Trans-Pa@&EP Agreement on Environmental Cooperation.
The Chile—-Colombia FTAncorporates a specific Chapter on Environment Y#&&h similar
provisions. (Signed 2006, not yet in force).

APEC

Chile presented at the January 2007 meeting oEtmemittee on Trade and Investment (CTI) of
APEC, in Canberra, a Draft Chapter on the Enviramnfier RTAs/FTAs, that was adopted by

the Ministers Responsible for Trade, in ArequipadPan 2008.

The Model Measures respond to the instruction eflteaders. They built on the Best Practices
for RTAs/FTAs adopted by APEC members in 2004, whsustainable development and the

environment are important elements. They are irgérfdr economies to use as a reference tool
in the process of negotiating RTAs and FTAs, ireottd improve their quality and transparency.

Mercosur — Sub-Group #6: Environment:
Chile participates, as observer, in the Sub-Grdupnr#the Environment.
OECD

Chile has adhered to the Guidelines for MultinadidBnterprises, which include a Chapter V on
the Environment.

.11 Labor and International Trade
a. Employment Policies

Labor policies have emphasized in latest years, emuzation in order to respond to the
challenges of a more open economy and a more asibiety.
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In particular, the major governmental goals havenbe

« Firstly, to enhance the build-up of “social cagiial order to stimulate significant
progress in the relationship between employerseamployees, resulting in better
productivity, innovation and quality.

« Secondly, to create a new labor relationship, nedipg to the challenges of
globalization and accelerated technological changies essential in Chile’s
view to have powerful bilateral labor relationsdam counterpart of employers
able to respond to the challenge of a pact on eyaplitity where Trade Unions
and Employer Organizations could be major players.

b. Laws
i Constitutional Guarantees

The Chilean Constitution guarantees the fundameight for freedom of association. This
consists of the right to establish unions withortibpauthorization and the right to engage in
collective bargaining. The Constitution states that will regulate the exercise of these rights,
but that under no circumstances can legislatioablish requirements, which, in practice, render
the exercise of these fundamental rights null aid.v

ii. Trade union organization

There are different types of unions and the seedaindicato de empresfcompany union]
predominates. This is a union made up of workesmfthe same company. In addition to the
unions known as base unions, there are higherd@fairganization, which bring together several
base unions, so calleféderations and confederations which are structured based on the
association of unions from the same sector of tmm@my or unions from the same territorial
zone. There are also tleentrales sindicalegnation wide labor unions]. Legislation recognizes
the freedom to form or join a union and, converddly freedom to withdraw from a union.

The employment of no individual may be conditiompbn belonging or not to a union.

When workers decide to form a union, they must girhpld a meeting attended by a minimum

number of people as established by law. They aedagal status by the sole act of submitting
their articles of incorporation and the minutedh# meeting to the compliance agency. In other
words, they do not require prior authorization eéorbcognized as a union. Two or more unions
are allowed to exist in a company, and this dodadhoccur.

It is important to note that union leaders enjogtection under the so-callefuérd’. This is in
fact a protection measure under which a union leedenot be fired without prior authorization
from a Labor Court Judge, and such authorizatiom @waly be given where there is serious
non-compliance with the leader's labor obligationghis protection is in effect during the
leader's term and for up to six months following tend of his or her term as leader. This
protection covers also workers during the collextiargaining process.

iii. Collective Bargaining

Collective bargaining is totally decentralized dadconducted by each company, and even by
establishments within the same company. There ibargaining at the sector or branch level.
Although the law allows collective bargaining telide various companies, employers resist this
mechanism.
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With respect to collective bargaining procedure, thabor Code provides for two modalities: the
first, so calledregulated bargaining”is established in the code itself, with stagesfanualities
and in which the employer is forced to take parttie bargaining process. This bargaining
concludes in a collective agreement, which is dadleollective contract.

The other modality is a mechanism, calledn-regulated bargaining”with minimum formal
requirements. The parties bargain when they wigmebither party can force the other neither to
bargain nor to arrive at an agreement. There ameadlines, nor right to strike; however, if the
agreement is signed, compliance is fully mandasorg this modality does not avoid the other
procedures, if there is no agreement.

The latest modality has been important in busireess#h more mature and cooperation based
labor relations. However, the first type of bargagnpredominates, which is characterized by a
high degree of regulation.

Collective agreements only apply to workers whdipigate in the bargaining, and the employer
has the unilateral authority to extend this conteicagreement to other workers, although this is
not automatic.

iv. Particularities of the Public Sector

Public sector employees, i.e., those who work fmaregnment in ministries, municipalities and

other public agencies are not included in labowlagpns. Exceptionally they are applied to

workers in State-owned companies, who are abidinthe standards of the Labor Code for the
private sector. Government or public sector empdsydid not have the right to take part in a
union organization until 1994. In March 1994, law.N.9,296 was passed recognizing their right
to establish union-type organizations known asdeissions of officials".

It should be noted that in the past, governmenkersrhad their own organization and bargained
with respect to rights exercised on the marginghefLabor Code. During the military regime,
this practice was fully restricted. With the retush democracy, a process was initiated for
definitive recognition of the rights derived frome&dom of association.

As already indicated, public servants were gratitedright to organize and the ILO Convention
151, in regard to this topic, has also been ratifiy Chile. Each year, government and
organizations of these workers meet to negotiatitensaon wages and working conditions, which
afterward become the basis for draft legislation.

V. The Right to Strike

Strikes are legally limited to the extent that thegn only take place during the collective
bargaining process regulated in the Labor Codéestcannot be used in bargaining, which we
have referred to as "voluntary" or "non-regulateDuring the strike, the employer may hire
replacement workers as of the fifteenth day ofdtniée, but the law allows the employer to hire
replacement workers as of the first day of thekstyprovided that the last offer made to the
workers gives them the same benefits they hadeatithe of bargaining, adjusted for inflation
and if he gives workers a special bonus of “reptamat”, distributed between strikers once the
conflict comes to an end. The purpose of this meishais to encourage a minimum acceptable
offer for workers and to avoid a misuse of the aepment system. The replacement workers are
temporary, for as long as the strike lasts.

Vi. Penalties for Practices that Violate the Exerge of the Rights of Freedom of
Associationand Collective Bargaining
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Since 1991, Law 19,069 in the Labor Code includsdtaf standards, which penalize any action,
particularly by employers, which violates the rigbtfreedom of association or which affects
collective bargaining. A most recent Law, in 200, 19,759 has strengthened this legislation
through more severe penalties and controls. Acogrtlh these laws, now incorporated in the
Labor Code, any worker or organization which febkst these rights are being violated through
bad faith actions of the employer (for examplegnffg better benefits to workers who withdraw
from the union or refusing to bargain with repraatiwes of the workers, or other actions--the
Law lists many) may appeal to the Labor Court Judgmurts, by means of brief and simple
proceedings, must request a report from the comgiaagency (Labor Directorate, “Direccidén
del Trabajo”), institution that is also entitled &ut. Courts may determine whether there are
unfair practices on the part of the employer ahdpj order those practices be terminated. A fine
will also be applied.

Vii. Role of Government

The role of government through the Ministry of Lali® centered mainly on labor policies and
regulations. Besides the Ministry, a special ageiscyn charge of compliance legislation,
Direccién del Trabajo (Labor Directoraje which has Labor Inspection Offices distributed
throughout the national territory.

The Labor Directorate has three major respongasiit

» The first is monitoring compliance with labor stands, which includes health and safety
aspects in the workplace. To fulfill this task, tBérectorate sends officials (labor
inspectors) to workplaces to ensure compliance wWith standards. If these officials
detect violations, they apply the fines set outthe law. These actions known as
monitoring are done on the initiative of the Lalirectorate or at the request of the
worker or union affected, but the tendency is twycaut preventive monitoring.

e The other major area of action is promoting freedrassociation. To this end, a set of
policies and actions has been established to pemoion organization, enhance
collective bargaining and help in the developmetabor relations. To this end, the
Directorate has programs aimed at raising awarepfelsbor rights, carries out training
activities and develops materials such as guiddsanks.

» Technical assistance is also provided to labordesadnd to business owners, particularly
from the small - and medium-sized business se@oidance is given prior to collective
bargaining and statistical information is provided previous bargaining. During
collective bargaining and in particular during akst, assistance is offered to the parties
to re-establish the bargaining, which has beemrinéed.

» Legislation gives to the Labor Director the powerinterpret social legislation and
regulations. This legal delegation allows the adstiiative labor authority to specify the
meaning and scope of labor standards, which catetitan important source of
interpretation of law in Chile and a permanentnexfee both for workers and employers,
and even for the courts of justice themselves.

c. Salaries

Employers and employees determine and regulateéesalan individual or collective basis. The
state regulates minimum wages only, normally oncgear through legislation, and after
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consultations with national labor and employer oigations.
d. Trade and Labor

Chile has ratified all the fundamental ILO Convens concerning freedom of association and
the effective recognition of the right to colle@ibargaining, the elimination of all forms of
forced or compulsory labor, the effective abolitiofi child labor and the elimination of
discrimination in respect of employment and occigmaand respects the principles enshrined in
the ILO Declaration on Fundamental Principles argh® at Work and its Follow-up, 1998.

Chilean government has addressed labor issuesverateagreements with its trade partners
according to its different realities. The lattershiaeen reflected with different modalities and
instruments with Canada, the EU, MERCOSUR, OECD thedUSA, with Brunei Darussalam,
New Zealand and Singapore, with The People’s Répuwfl China, Peru, Panama, Japan and
Australia. Chile sees this issue as an importampetitiveness factor.

Constituencies and political world ask strongly fioe inclusion of a social dimension in FTAs,
thinking on the need to respond to their worriesualglobalization and their impact on labor, so
this issue is a need for the approval by Congmrss negotiations are over.

Accordingly, provisions about labor have been askld in our trade agreements containing
different mechanisms, such as aside agreements, ¢alapters or independent agreements, with
accent in cooperation. Through these provisionsragyuees have been given about the
enforcement of our own legislation, and about t&pect of fundamental labor principles and
decent work including also acceptable labor cood#tj especially in minimum wages, safety and
health and work hours.

More than ten years after our first agreement esehssues, with Canada, and more than
five with the US, and also after the entry intoclof the MOU with New Zealand,

Brunei Darussalam and Singapore (P4), no proceafurensultation processes have been
initiated under these agreements with Chile andhercontrary, these areas have been
covered very successfully in cooperation activjtegglier with Canada, later with the US
and more recently with our P4 partners. In thisovisfree trade agreements partners are
not supposed to harmonize their legislation, buttterate their common commitments
made within the ILO Declaration on Fundamental &pgles and Rights at Work (1998).
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IV TRADE AGREEMENTS SIGNED
BY CHILE/HONG KONG, CHINA

101



IV.1 Bilateral/Regional or Group of Countriés

%8 |n www.direcon.c) SUMMARY CHART
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FREE TRADE AGREEM

ENTS

ICOUNTRY OR GROUP
ICOUNTRIES

OF

TYPE OF AGREEMENT

SIGNATURE DATE

EFFECTIVE DATE

European Union (2)

Association Agreement

18 November 2002

1 February 2003

P4 (1) Strategic Economic Partnership 18 July 2005 8 November 2006

Canada Free Trade Agreement 5 December 1996 5 July 1997

Australia Free Trade Agreement 30 July 2008 6 March 2009

China Free Trade Agreement 18 November 2005 |1 October 2006

Colombia Free Trade Agreement 27 November 2006 rneré%ilr;?n;?aternal legal procedures
g(r)nsé?ican IEII'Za) (Chile-Central Free Trade Agreement 18 October 1999 Fl):IOtOCIZ)ei)bruary 2002 (Bilateral
EFTA (3) Free Trade Agreement 26 June 2003 1 December 2004

it’mwericszzlar:vfis:)r (Chile-Central Free Trade Agreement 18 October 1999 3 June 2002 (Bilateral Protocol)
g:qa;reigila[__m) (Chile-Central Free Trade Agreement 18 October 1999 Parliamentary pending

Er‘;”edrfcr:: ) (Chile-Centrallc, o Trade Agreement 18 October 1999 |28 August 2008

Japan Free Trade Agreement 27 March 2007 1 September 2007

Korea Free Trade Agreement 15 February 2003 1 April 2004

Mexico Free Trade Agreement 17 April 1998 1 August 1999

Rirﬁaerr?gauna FTA) (Chile-Central Free Trade Agreement 18 October 1999 Bilateral Protocol under negotiation
Panama Free Trade Agreement 27 June 2006 7 March 2008

Peru Free Trade Agreement 22 August 2006 1 March 2009

United States

Free Trade Agreement

6 June 2003

1 January 2004

Bolivia i;?ggnr:écnt \o 29 Complementationls », i 1993 7 July 1993
Ecuador i;?zgrr:iecnt NO 32 Complementation 20 December 1994 |1 January 1995
Mercosur (4) i;‘;ggn”:écnt \o 35 Complementation), 5 5,6 1996 1 October 1996
Venezuela i;‘;ggn”:écnt \o 23 Complementationl, A, 1993 1 July 1993
Cuba i;‘;ggn”:écnt \© 42 Complementation), , hecember 1999 28 August 2008
India Preferential Trade Agreement 8 March 2006 17 August 2007

(1) Pacific 4 is formed by Brunei Darussalam, Chile, New Zealand, and Singapore.

(2) The countries that participate as members of the European Union are: Austria, Belgium, Denmark, Finland, France, Germany,
Greece, Ireland, Italy, Luxembourg, Portugal, Spain, Sweden, the Netherlands, and the United Kingdom. As from May 1, 2004,
the new member countries are: Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and
Slovenia. The new members as from January 2007 are: Rumania and Bulgaria.

(3) The European Free Trade Association (EFTA) is formed by: Iceland, Liechtenstein, Norway and Switzerland.

Agreement.

(4) Mercosur is formed by Argentina, Brazil, Paraguay and Uruguay. Chile participates as an associated country to the
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IV.2. Major issues covered in the trade agreementsgned (including but not limited

to tariff reduction, rules of origin)

IV.2.A Tariff Reduction in the FTAs
Immediate Tariff elimination in the FTAsS

Chile-United States

Imports
In products: 89%

In trade:71,2%

Exports
In products: 95,2%

In trade:75,2%

Excl. None Excl. None
Chile-EU
Imports EXxports

In products: 92.8%

In trade:91.6%

Excl. in products: 1.4%
Excl. in trade: 0.2%

In products: 75.7%
In trade:85.1%

Excl. in products: 6%
Excl. in trade: 0.3%

Chile-EFTA
Imports Exports

In products: 85.6%

In trade:82%

Excl. in products: 12.8%
Excl. in trade: 11.3%

In products:85%

In trade:93%

Excl. in products: 8.5%
Excl. in trade: 11.4%

Chile-China
Imports Exports

In products: 75%

In trade:50%

Excl. in products: 2%
Excl. in trade: 3%

In products: 37%

In trade:92%

Excl. in products: 3%
Excl. in trade: 1%

Chile-Japan
Imports Exports

In products: 78.1%

In trade:94.8%

Excl. in products: 5.9%
Excl. in trade: 0.1%

In products:80%

In trade:58.8%

Excl. in products: 9.2%
Excl. in trade: 0.4%
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IV.2.B Rules of Origin

Rules of origin regulations do not apply to impartade under the MFN treatment. In Chile, a
certificate of origin is only required when goode anported under preferential systems.

The general criteria for the qualification of go@dsoriginating are the following:

1.

2.

Goods wholly obtained or produced.
Goods incorporating non-originating materials theae been sufficiently transformed.

Three main methods (which may also be combined)ised to establish whether such
substantial transformation occurred:

Change in tariff classification method

When a rule of origin is based on a change inftal#ssification, each of the
non-originating materials used in the productiorttef goods must undergo the
applicable change as a result of production ocegrentirely in the RTA region.
This means that the non-originating materials dassified less than one tariff
provision prior to processing and classified undeother upon completion of
processing.

Regional value content

The rule of origin requires that a good have a mimh regional value content,
meaning that a certain percentage of the valudh@fgpods must be from the
countries participating in the Agreement. There different formulas for
calculating the regional value content.

The technical test methoid based on manufacturing or processing operations
It prescribes certain production or sourcing regmients that may (positive test)
or may not (negative test) confer originating statu

Goods incorporating exclusively originatingtarials.
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V. ANALYSIS OF THE EFFECTS OF
TARIFF REDUCTION ON
CHILE/HONG KONG, CHINA
IMPORTS, EXPORTS AND
INVESTMENT
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V.1 Introduction

Potential Trade

When the basket of goods that a country exportanother is small relative to the

potential trade that can be set, like it is theecalsChile and Hong Kong, and one plans
to negotiate an agreement which can provide newilpdtes of trade, questions arise

respect to the group of goods which before the reefoent of the agreement are not
traded. These questions can be for example, wivatpneducts can be exported to the
trade counterpart? and which method will the mggtrepriate to value those new

products?.

To answer those questions there isn’t formal madeliherefore different techniques can
be designed for such target. However, whicheves,itthey will only be useful as
indicator of expansion of the exports, since maighe criterions that should necessarily
be used are somehow arbitrary.

For the case that concerns us, two scenarios tablisked, resulting in a range where
the estimated total of the potential Chilean ex@ptostHong Kong could be located. The
first of them, defines the group of goods that diemeously Hong Kong buys while
Chile sells from and to the rest of the world, hat to each other. The second scenario
uses like destination of the Chilean sales onlhtse markets that could be classified as
“analogous” or “similar” to Hong Kong. For this @she market chosen is ASlaln this
way, while in the first case one you could obtaiwide basket of products, in the second
one this universe will be more limited.

Once defined the potential basket of the produxp®rtable by Chile and, being known
the demand by Hong Kong imports, it should be aefiwhat fraction of that demand
would be able to be satisfied by Chile. A conseveameasure is to suppose that the
relative participation of the Hong Kong imports fraChile respect of the Hong Kong
total demand for those goods during the year 2@@yssconstant. This rate is equivalent
to 0.045% for 2007.

V. 2. Bilateral Liberalization of Trade in Goods

V.2. A Analysis

Model

Be two countriesA andB. CountryA needs to know the basket of exportable potentially
products (trade non-trade goods) to courdryFor that purpose, it requires to identify

those products that countB/imports but not from countrf, and that countnA sells to
the rest of the world but not to counBy

9 South Korea, Taiwan, China ,Japan, India, New atedl Australia, Singapur, Malaysia, Indonesia,
Philipines.
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The countryA exports to the world the goodsb, ¢ andd and to the countri3 the goods
a andb. While countryB imports from the world the goods b, d andf. Therefore, the
potentially exportable basket froAto B is composed by good since producta andb
are already traded among the partners.

The following interesting step is to face theseeptitlly traded products with the tariffs
charged by countrfd to imports from countnA. If they are located in a “high tariff’
level, then one could infer that count®y doesn’t export the identified products as
potentially exportable because it faces in the tguB an inhibiting tariff.

Then, for countnA is important to know the size of the total deméydcountryB for
the products that compose the potential basket. iheéne imported total value of goad
by B. The above-mentioned is important because theoecignvalue of the potential
basket fromA to B will be minor or equal to the imported total valueB of the good.

Clearly, it arises the question about what fracbbthe exportable potentially basket will
country A be able to capture. The answer is corapletliscretionary. Perhaps the
experience with other countries can be an usedlitator.

In spite of this restriction, this methodology piges an interesting support when the
number of traded products between two countrissiall, a situation that means that any
evaluation of the trade impact restricted only battgroup of traded goods is not
sufficient to capture the potential expansion afl&.

V.2.B Conclusions

The use of the model and of the above mentionaghgssons indicate that the potential
Chilean exports to Hong Kong would be found in age between US$ 122 millions
(Table 5.1) and US$ 160 millions FOBeteris paribuy of the Hong Kong demand for
imports of these products.

A higher diversification is achieved, arriving asnsaximum to 3,200 approximate
sub-headings at a 6-digits level of the HarmonizZ@gstem classification. The
above-mentioned represents an increase betweem24 higher and 27 times higher
than the number of sub-headings to 6-digits expaeHong Kong in the base y&ar

When we match using the Chilean export to Asia, find that the potential basket
reduces to 592 products (Table 5.2) , since thihoa®logy imposes a bigger restriction
to the non traded goods. The value of this baskeS$ 29.3 millions FOB.

For the other hand, this second basket is condedtia the industrial sector by ISIC
classification (Table 5.3) , which has a partid@atof the 99% of the basket, and
represents 92% of the products at a 6 level claatidn. This is encouraging for Chile, a
country that seeks to diversify its export basket.

% The base year is 2007.
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TABLE 5.1. Export potential from Chile to Hong-Kong. Scenaiitatching between Hong-Kong imports
from Rest of the World and Chilean Exports to thestof the World 2007,

®1 The FOB value of imports is obtained by multiplyithe CIF value of imports by 0,93. This number has
been chosen in order to represent the value aétperts from Chile to Hong Kong.
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Hong Kong Imports

Value Potential Chilean
Exports to Hong Kong

Number of

SACH Description subheading : US$ CIF US$ FOB US$ FOB (0,04%) Relative
6-level Weight (%)
Total 3.281 297.795.614.067 276.949.921.082 122.207.046 100
1 Live animals. 9 250.061.694,00 232.557.375,42 102.618,3 0,08
2 Meat and edible meat offal. 26 897.413.567,00 83468731 368.273,60 0,30
3 Fish and crustaceans, mollus 39 717.782.247,00 667.537.489,71 294.557,89 0,24
4 Dairy produce; birds' eggs; n 20 469.807.156,00 436.920.655,08 192.795,80 0,16
5 Products of animal origin, no 7 60.729.804,00 56.478.717,72 24.921,82 0,02
6 Live trees and other plants; t 9 24.036.664,00 22.354.097,52 9.863,98 0,01
7 Edible vegetables and certai 49 260.027.330,00 241.825.416,90 106.707,99 0,09
8 Edible fruit and nuts; peel of 34 686.401.686,00 638.353.567,98 281.680,18 0,23
9 Coffee, tea, maté and spices. 25 58.262.631,00 524883 23.909,37 0,02
10 Cereals. 10 202.312.005,00 188.150.164,65 83.023,23 0,07
11 Products of the milling indus 18 117.335.301,00 109.121.829,93 48.151,15 0,04
12 Oil seeds and oleaginous fru 17 89.961.227,00 83.663.941,11 36.917,59 0,03
13 Lac; gums, resins and other 6 17.046.249,00 15.853.011,57 6.995,31 0,01
14 Vegetable plaiting materials; 3 8.983.211,00 8.354.386,23 3.686,46 0,00
15 Animal or vegetable fats and 19 223.186.545,00 207.563.486,85 91.589,56 0,07
16 Preparations of meat, of fish 15 279.840.404,00 260.251.575,72 114.838,73 0,09
17 Sugars and sugar confection 12 246.395.479,00 229.147.795,47 101.113,86 0,08
18 Cocoa and cocoa preparations. 8 130.441.803,00 12874,09 53.529,69 0,04
19 Preparations of cereals, flou 17 387.052.041,00 359.958.398,13 158.835,40 0,13
20 Preparations of vegetables, 1 49 215.482.867,00 200.399.066,31 88.428,18 0,07
21 Miscellaneous edible prepar: 16 454.626.761,00 422.802.887,73 186.566,19 0,15
22 Beverages, spirits and vinegar. 16 834.829.666,00 3916589,38 342.590,90 0,28
23 Residues and waste from the 6 56.846.323,00 52.867.080,39 23.328,15 0,02
24 Tobacco and manufactured 1 6 514.675.131,00 478.647.871,83 211.208,37 0,17
25 Salt; sulphur; earths and stoi 29 130.676.138,00 121.528.808,34 53.625,86 0,04
26 Ores, slag and ash. 11 6.047.151,00 5.623.850,43 38181, 0,00
27 Mineral fuels, mineral oils an 13 10.284.589.371,00 9.564.668.115,03 4.220.509,74 3,45
28 Inorganic chemicals; organic 92 250.964.723,00 233.397.192,39 102.988,95 0,08
29 Organic chemicals. 161 2.055.491.192,00 1.911.6066808, 843.516,48 0,69
30 Pharmaceutical products. 24 1.281.223.544,00 1.19898P2 525.778,55 0,43
31 Fertilisers. 12 3.263.600,00 3.035.148,00 1.339,29 0,00
32 Tanning or dyeing extracts; t 36 1.222.368.761,00 1.136.802.947,73 501.626,18 0,41
33 Essential oils and resinoids; 26 768.788.849,00 714.973.629,57 315.489,58 0,26
34 Soap, organic surface-active 22 407.534.592,00 379.007.170,56 167.240,87 0,14
35 Albuminoidal substances; m 12 274.942.424,00 255.696.454,32 112.828,73 0,09
36 Explosives; pyrotechnic prod 5 8.609.696,00 8.007.017,28 3.533,18 0,00
37 Photographic or cinematogre 20 395.546.150,00 367.857.919,50 162.321,15 0,13
38 Miscellaneous chemical proc 40 1.222.389.036,00 1.136.821.803,48 501.634,50 0,41
39 Plastics and articles thereof. 100 10.751.974.719,00 .9999336.488,67 4.412.311,70 3,61
40 Rubber and articles thereof. 69 929.823.986,00 864308¢08 381.573,93 0,31
41 Raw hides and skins (other t 14 1.529.212.132,00 1.422.167.282,76 627.546,17 0,51
42 Articles of leather; saddlery ¢ 19 4.821.826.209,00 4.484.298.374,37 1.978.743,51 1,62
43 Furskins and artificial fur; me 5 356.405.889,00 331.457.476,77 146.259,07 0,12
44 Wood and articles of wood; v 44 421.396.047,00 391.898.323,71 172.929,23 0,14
45 Cork and articles of cork. 4 3.431.844,00 3.191.614,92 1.408,33 0,00
46 Manufactures of straw, of es 8 15.356.807,00 14.281.830,51 6.302,01 0,01
47 Pulp of wood or of other fibrc 7 9.326.444,00 8.673.592,92 3.827,31 0,00
48 Paper and paperboard; articl 82 2.066.825.207,00 1.922.147.442,51 848.167,64 0,69
49 Printed books, newspapers, 16 1.164.361.160,00 1.082.855.878,80 477.821,47 0,39
50 Silk. 3 206.109.371,00 191.681.715,03 84.581,56 0,07
51 Wool, fine or coarse animal 20 504.222.284,00 468.926.724,12 206.918,82 0,17
52 Cotton. 41 2.489.261.765,00 2.315.013.441,45 1.0218523, 0,84
53 Other vegetable textile fibres 9 195.283.077,00 181.613.261,61 80.138,75 0,07
54 Man-made filaments. 26 1.182.194.664,00 1.099.4415237, 485.139,85 0,40
55 Man-made staple fibres. 46 691.705.901,00 643.2860887, 283.856,88 0,23
56 Wadding, felt and nonwoven 25 276.903.007,00 257.519.796,51 113.633,30 0,09
57 Carpets and other textile floc 11 41.336.349,00 38.442.804,57 16.963,29 0,01
58 Special woven fabrics; tufted 17 522.779.278,00 486.184.728,54 214.534,09 0,18
59 Impregnated, coated, covere 16 648.302.286,00 602.921.125,98 266.045,25 0,22
60 Knitted or crocheted fabrics. 16 2.501.119.317,00 @.3£0.964,81 1.026.389,88 0,84

Source: DIRECON, based on official data of Hong §amd Chile.
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TABLE 5.1continuation). Export potential from Chile to Hong-Kong. Scenariatching between
Hong-Kong imports from Rest of the World and Childaxports to the Rest of the Worl@G07.

Value Potential Chilean

Hong Kong Imports Exports to Hong Kong

Number of Relative

SACH Description subheading : US$ CIF US$ FOB US$ FOB (0,04%) )
Weight (%)
6-level

Continuation
61 Articles of apparel and clothi 93 9.598.223.163,00 8.926.347.541,59 3.938.844,12 3,22
62 Articles of apparel and clothi 104 8.206.280.110,00 7.631.840.502,30 3.367.629,36 2,76
63 Other made up textile article: 44 346.092.559,00 321.866.079,87 142.026,77 0,12
64 Footwear, gaiters and the lik 22 4.966.457.859,00 4.618.805.808,87 2.038.096,32 1,67
65 Headgear and parts thereof. 6 234.147.680,00 2174543 96.087,70 0,08
66 Umbrellas, sun umbrellas, w 4 144.791.529,00 134.656.121,97 59.418,42 0,05
67 Prepared feathers and down 5 360.935.849,00 335.670.339,57 148.118,04 0,12
68 Articles of stone, plaster, cer 31 297.526.234,00 276.699.397,62 122.096,50 0,10
69 Ceramic products. 24 308.108.729,00 286.541.117,97 439626 0,10
70 Glass and glassware. 47 1.310.569.002,00 1.218.8284.71 537.821,11 0,44
71 Natural or cultured pearls, pr 27 17.393.875.373,00 16.176.304.096,89 7.137.963,20 4 58
72 Iron and steel. 87 3.336.561.460,00 3.103.002.157,80 3691232,12 1,12
73 Articles of iron or steel. 107 1.481.599.402,00 1.887.443,86 608.007,23 0,50
74 Copper and articles thereof. 31 2.209.502.395,00 280894227,35 906.718,40 0,74
75 Nickel and articles thereof. 4 745.530.766,00 693 @43 38 305.945,11 0,25
76 Aluminium and articles there 27 794.097.953,00 738.511.096,29 325.875,74 0,27
78 Lead and articles thereof. 7 59.065.136,00 54.9304876, 24.238,69 0,02
79 Zinc and articles thereof. 8 618.513.944,00 575.217 %6 253.820,94 0,21
80 Tin and articles thereof. 3 53.467.604,00 49.724.871,7 21.941,62 0,02
81 Other base metals; cermets; 9 137.732.267,00 128.091.008,31 56.521,50 0,05
82 Tools, implements, cutlery, s 63 793.049.450,00 737.535.988,50 325.445,46 0,27
83 Miscellaneous articles of bas 35 1.089.585.125,00 1.013.314.166,25 447.135,46 0,37
84 Nuclear reactors, boilers, me 389 41.415.314.438,00 38.516.242.427,34 16.995.694,41 3,911
85 Electrical machinery and eq 222 115.550.729.071,00  107.462.178.036,03 47.418.808,8 38,80
86 Railway or tramway locomoti 7 34.995.842,00 32.546.133,06 14.361,32 0,01
87 Vehicles other than railway ¢ 56 2.969.958.934,00 2.762.061.808,62 1.218.788,63 1,00
88 Aircraft, spacecraft, and part: 6 246.048.095,00 228.824.728,35 100.971,30 0,08
89 Ships, boats and floating strt 10 142.349.564,00 132.385.094,52 58.416,31 0,05
90 Optical, photographic, cinem 118 9.831.756.646,00 9.143.533.680,78 4.034.679,77 3,30
91 Clocks and watches and par 28 4.150.350.557,00 3.859.826.018,01 1.703.188,56 1,39
92 Musical instruments; parts ai 7 54.010.377,00 50.229.650,61 22.164,36 0,02
93 Arms and ammunition; parts 4 1.427.550,00 1.327.621,50 585,83 0,00
94 Furniture; bedding, mattress: 39 1.332.060.393,00 1.238.816.165,49 546.640,58 0,45
95 Toys, games and sports requ 24 9.116.814.465,00 8.478.637.452,45 3.741.287,36 3,06
96 Miscellaneous manufactured 41 930.995.545,00 865.825.856,85 382.054,71 0,31
97 Works of art, collectors' piect 5 687.958.239,00 639.801.162,27 282.318,95 0,23

Source: DIRECON, based on official data of Hong §amd Chile.
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TABLE 5.2 Potentially Exportable Products by Chile to HongnoScenario: Matching between Hong
Kong Imports from Rest of the World and Chilean &utp to Asia2007.

112



Value Potential Chilean

H K |
ong Kong Imports Exports to Hong Kong

Number of Relative
SACH Description subheading at US$ CIF US$ FOB US$ FOB (0,04%) )
Weight (%)
Total 592 71.503.780.092 66.498.515.486 29.343.165 100
1 Live animals. 3 63.826.462 59.358.610 26.193 0,09

3 Fish and crustaceans, molluscs and ot 13 359.890.300 334.697.979 147.689 0,50

5 Products of animal origin, not elsewh 3 11.225.178 10.439.416 4.607 0,02

7 Edible vegetables and certain roots at 8 20.724.419 19.273.710 8.505 0,03

9 Coffee, tea, maté and spices. 4 16.438.720 15.288.010 6.746 0,02

12 Oil seeds and oleaginous fruits; misce 7 68.518.563 63.722.264 28.118 0,10

15  Animal or vegetable fats and oils and 2 4.893.964 4.551.387 2.008 0,01

17 Sugars and sugar confectionery. 4 87.209.766 81.105.082 35.788 0,12

19 Preparations of cereals, flour, starch 3 56.627.248 52.663.341 23.238 0,08

21 Miscellancous edible preparations. 6 188.627.151 175.423.250 77.407 0,26

25 Salt; sulphur; earths and stone; plastet 2 431.660 401.444 177 0,00

28  Inorganic chemicals; organic or inorg 14 21.860.372 20.330.146 8.971 0,03

30  Pharmaceutical products. 3 19.183.428 17.840.588 7.872 0,03

32 Tanning or dyeing extracts; tannins at 4 376.157.645 349.826.610 154.365 0,53

34 Soap, organic surface-active agents, w 3 173.281.001 161.151.331 71.110 0,24

36 Explosives; pyrotechnic products; ma 273.674 254.517 112 0,00

38  Miscellaneous chemical products. 4 262.389.825 244.022.537 107.677 0,37

40 Rubber and articles thereof. 12 274.821.915 255.584.381 112.779 0,38

42 Articles of leather; saddlery and harnc

(=}

3.346.611.276  3.112.348.487 1.373.356 4,68

—_

47  Pulp of wood or of other fibrous celli 3.770.025 3.506.123 1.547 0,01

wur

49  Printed books, newspapers, pictures a 1.026.970.372  955.082.446 421.440 1,44

55  Man-made staple fibres. 9.182.029 8.539.287 3.768

—_
=
el
=

—_

57  Carpets and other textile floor coveris 2.225.760 2.069.957 913 0,00

—_

59  Impregnated, coated, covered or lami 468.789 435,974 192 0,00

62 Articles of apparel and clothing acces 19 3.171.346.903  2.949.352.620 1.301.433 4,44

Source: DIRECON, based on official data of Hong &amd Chile.
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TABLE 5.2 (continuation). Potentially Exportable Products by Chile to Hongnl§. Scenario: Matching
between Hong Kong Imports from Rest of the World &tilean Exports to Asi€2007.

Value Potential Chilean

Hong Kong Imports Exports to Hong Kong

Number of Relative
SACH Description subheading at US$ CIF US$ FOB US$ FOB (0,04%) )
Weight (%)
level
Continuation
64  Footwear, gaiters and the like; parts o 3 450.464.673 418.932.146 184.858 0,63
65  Headgear and parts thereof. 2 198.075.760 184.210.457 81.285 0,28
68  Articles of stone, plaster, cement, asb 9 52.182.757 48.529.964 21.414 0,07
69 Ceramic products. 4 61.656.863 57.340.883 25.302 0,09
70  Glass and glassware. 5 82.794.032 76.998.450 33.976 0,12
71  Natural or cultured peatls, precious o 9 4.185.363.055 3.892.387.641 1.717.557 5,85
72 Iron and steel. 6 651.807.378 606.180.862 267.484 0,91
73 Atrticles of iron or steel. 18 276.801.272 257.425.183 113.592 0,39
74 Copper and articles thereof. 8 533.392.287 496.054.827 218.889 0,75
76  Aluminium and articles thereof. 5 248.316.862 230.934.682 101.902 0,35
78  Lead and articles thereof. 2 55.874.177 51.962.985 22.929 0,08
79  Zinc and articles thereof. 1 542.595.303 504.613.632 222.666 0,76
81  Other base metals; cermets; articles tt 1 61.038.211 56.765.536 25.048 0,09
82  Tools, implements, cutlery, spoons ar 15 290.198.076 269.884.211 119.089 0,41
83  Miscellaneous articles of base metal. 3 67.238.371 62.531.685 27.593 0,09
84  Nuclear reactors, boilers, machinery ¢ 78 7.481.873.407 6.958.142.269 3.070.353 10,46
85  Electrical machinety and equipment ¢ 37 27.892.589.786 25.940.108.501 11.446.344 39,01
86  Railway or tramway locomotives, roll 1 22.748.180 21.155.807 9.335 0,03
87  Vehicles other than railway or tramw: 7 172.055.528 160.011.641 70.607 0,24
90  Optical, photographic, cinematograpl 30 1.678.805.624  1.561.289.230 688.935 2,35
91  Clocks and watches and parts thereof 1 1.263.094 1.174.677 518 0,00
92 Musical instruments; parts and access 3 20.704.058 19.254.774 8.496 0,03
94  Furniture; bedding, mattresses, matt 13 604.935.422 562.589.942 248.249 0,85
95  Toys, games and sports tequisites; pai 3 7.573.677.993  7.043.520.533 3.108.027 10,59
96  Miscellaneous manufactured articles. 6 197.104.105 183.306.818 80.886 0,28
97 Works of art, collectors' pieces and at 2 289.539.119 269.271.381 118.819 0,40

Source: DIRECON, based on official data of Hong gamd Chile.
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TABLE 5.3 Potentially Exportable Products by Chile to HongnijoScenario: Matching between Hong
Kong Imports from Rest of the World and Chilean &tp to Asia-2007. Grouping by ISIC
classification system.

Hong Kong Imports
Number of Products Values in US$ FOB
Total Potential trade
I. Agriculture, Fruit, Livestock, Silviculture and Extractive Fishery 37 689.579.874 304.284
Agriculture, fruit and livestock 33 546.811.594 241.286
Agticulture 18 112.151.934 49.488
Fruit 10 179.100.070 79.030
Livestock 5 296.717.452 130.930
Silviculture 2 4.023.122 1.775
Extractive fishering 2 138.745.158 61.223
II. Mining 5 1.270.745 561
Copper 0 0 0
Rest of mining 5 1.270.745 561
III. Manufacture Industry 548 65.497.235.624 28.901.340
Manufacuture of food, beverages and tobacco 96 1.853.443.280 817.851
Food Manufacturing 89 1.584.354.391 699.113
Beverage industries and tobacco 7 269.088.889 118.738
Textile, weating apparel and lether industries 56 9.156.809.807 4.040.538
Textile products, weating apparel 45 5.524.239.861 2.437.629
Leather and leather products 1 3.632.569.947 1.602.909
Manufacture of wood and wood products, including furniture 25 620.160.823 273.652
Cellullose, paper and printing 20 1.351.079.867 596.178
Manufacture of chemicals, chemical, pretoleum, coal, rubber and plastic 92 4.337.120.949 1.913.800
Manufacute of non-metallic mineral products, coal, rubber and plastic 20 280.712.996 123.868
Basic metal industries 20 1.708.388.445 753.844
Manufacture of fabricated metal products, machinery and equipment 198 35.051.049.690 15.466.642
Metal products, machinery 188 34.768.605.057 15.342.010
Transport equipment 10 282.444.633 124.632
Other manufacturing industries 21 11.138.469.766 4.914.966
IV.Other 2 269.271.381 118.819
Total 592 66.457.357.624 29.325.003

Source: DIRECON, based on official Data for Honghg@nd Chile.

V.3 Bilateral Liberalization of Trade in Services
V.3.A  Analysis

In 2008, services in the Chilean economy represeditel % of total GD®, and it has increased
its share from 58.3% in 2003; and also its shareniployment that comprises 64.6% of total
employment in 2008, up from 62.3% in 1996. This sector has been hnyamic as has

52 Computed from Banco Central de Chile, National dAots at 2003 constant prices. According to the UN
methodology the water, construction, electricity @as sectors are considered as part of industry.

8 Source: Instituto Nacional de Estadisticas INEpleyment figures for the January-March period offegear by
industries. According to the UN methodology theeavatonstruction, electricity and gas sectors aresiclered as part
of industry
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experienced a higher than average rate of growits afctivity, measured in GDP, employment

and investment.

Between 1974 and 2004, Services accounted by 32fitentt foreign investment, concentrated in
Transport and Communications (12% of the total) atiter Services (20%). In the Other

Services sector, the most important segments wieenéial Services, Insurance (17%), and the
Wholesale and Retail Trade (12%).

The importance of the services sector may be glsaen as a source of employment creation in
the last years (2001 — 2008). In the Chilean econsimce January 2001, as may be appreciated
from the following Table, some 1,173.5 thousandsjbhve been created; of which 874 thousand
were provided by the services sector, that is a @bfe total jobs created in the last seven years.

Table 5.4
Chile: Employment creation by industries, 2001-2008
(Thousand jobs and %)

Total | Non-serviceg Commerde Transport& Finapce idband | Services
Industries* Telecommut Commungl
nications Services
Jobs created 1,1735 299.63 261.5p 134.54 178J81 298.96 873.87
(thousands)
% share 100.0% 25.5% 22.3ph 11.5% 15.% 25|5%  74.5%

Source: Instituto Nacional de Estadisticas INE J&Chi
* Agriculture, manufacturing industry, constructjonining and electricity, gas and water

As a consequence of Chile’s long running privatirapolicies, state involvement in services is
limited. The state retains ownership of Banco Est#lte postal and railway services, and public
television. The state also owns seaports and maiqgoorts; however, these have been
increasingly given in concession to private opegtbhe authorities indicate that involvement of
the State in any of the sectors mentioned doemrasty way preclude private participation.

As is stated in other part of this document, “thare a few measures that discriminate between
national and foreign services providers, whichctftbe principle of national treatment, and a few
minor exceptions to the MFN. Chile has some qteite non-discriminatory restriction,

mainly related to technical considerations, whilecertain sectors local presence is required to

better protect consumer interests or domestic ratkbility™’.

V.3.B. Conclusions

In terms of assessing the likely impacts that atéibl FTA would have on services, unfortunately
the absence of reliable data on bilateral traderdiss border services only allows to undertake a
gualitative analysis.

There are some data that is useful to look ateelat the maritime transport and tourism. The
DIRECTEMAR-Direccion General del Territorio Maritimo y Marihercante (General
Directorate of Maritime Transport and Merchant \éssChile§® information concerning
Chilean maritime transport does not include HongdKm its classifications. On the other hand,

64 A detailed description of the services regulatiand policies is found in Chapter 1.3 “Services'this Study.

5 |1n www.directemar.cl
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in the Hong Kong port data it was not found a figure of maritime transparChilean ports,
only to South America. Concerning tourists, asseged by Servicio Nacional de Turismo
(National Tourism Servic&) tourist arrivals from Hong Kong are registeredZaf the last five
years, and Hong Kong as a destination is not degtllay the Chilean tourists.

Table 5.5
Chile: Tourist Arrivals from Hong Kong, China and W orld, 2005-2008
(Number of arrivals)

2005 2006 2007 2008
HONG KONG 75 352
CHINA 6,397 7,707 8,516 6,738
TOTAL 2,027,082 2,252,952 2,506,756 2,698,659
% HONG KONG 0.000% 0.000% 0.003% 0.013%
% CHINA 0.32% 0.34% 0.34% 0.25%

Source: Servicio Nacional de TurisfNational Tourism Service of Chile)

Table 5.6
Chilean tourists departures to Hong Kong, China, Cima and world, 2005-2008
(Number of departures)

2005 2006 2007 2008
HONG KONG
CHINA 7 47 347 595
TOTAL 2,651,135 3,005,273 3,234,426 3,060,925

% HONG KONG 0.000% 0.000% 0.000% 0.000%

% CHINA 0.000% 0.002% 0.011% 0.019%
Source: Servicio Nacional dei3imo (National Tourism Service of Chile)

On the other hand, data on services and tradectetieat there is a positive correlation between
services and trade: in the case of Chile, in thim@d 999 to 2008, total trade in goods increased
from US$ 31.9 billions to US$ 123.2 billions; armrespondingly trade in services surged from
US$ 8.5 billions to US$ 22.2 billions in the sanegipd. This is found in general, so if trade
increases, it will also experience a correspondinge in services.

Two general conclusions may be drawn from a furtifeeralization in the services sector
between Chile and Hong Kong, China:

* The participation of Hong Kong, China in Chile’ade services is small; and has, most
likely been reduced, because of the reduction afgH¢ong, China in trade in goods. In
2000, Hong Kong accounted for 0.31% of Chile serashile in 2007, it was 0.15% of
the total. With further liberalization of restrieéi practices in the services sector between
the 2 countries, the share of services might geytaicrease.

» As was calculated in the goods sector, there nigh&n increase in Chilean exports of
around US $ 29.3 millions with respect to the fegof 2007, approximately 26.0% of the

% In http://www.mardep.gov.hk/en/publication/pdf/fsiat_ast_2008.pdf
57 The registration in the exit cards filled for by purposes puts an intermediate destiny as diestiny as there
are not direct flights from Chile to Hong Kong, Gai
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exports to Hong Kong, China. As there are no rédiadburces concerning trade in
services, it is not feasible to have an accuratienate. But a rough indication may be
calculated taking into account the average figdreesvices in the Chilean balance of
payments accounts, which might mean a figure oES®® millions in the year 2007 of
additional services because of the trade libenatizabetween the two countries. The
services liberalization would mean additional peiot increase in trade services between
the two countries, beyond those estimates.

V.4, Bilateral Liberalization of Investment

V.4.A  Analysis

Both the Hong Kong, China and the Chilean econorha® experienced a dynamic economic

growth, experiencing periods of stable and lasdya@sion in the last 20 years. This, coupled

with consistent liberalization of their economiisconducive to increase investments and create
new opportunities. In the case of Chile, the rdténeestment has surged, recovering from the

reduction of the late nineties due to the Asiasis®ffect in the Chilean economy.

Foreign direct investment has been part of thdegfyato enhance further growth in the Chilean
economy (Chapter 1). This trend has continued,t@adompetitiveness of the Chilean economy
and the low country risk has improved the attragtass of investments in Chile. The Emerging
markets bond index is at low levels for Chile, léag 213 base points in 2008, while the average

for the world was 406; and for emerging countrieé\sia reached 356 and in Europe is 370 (see
following table)

Table 5.7
Emerging Markets Bond Index Global Spread
2004-2008
Gobal Chile Latin America Asia Europe
2004 243 83 527 265 275
2005 306 65 364 265 185
2006 198 80 213 180 149
2007 197 101 208 162 158
2008 406 213 427 356 370

Source: JP Morgan Chase
In Banco Central de Chile, Monthly Bulletin
(Boletin Mensual), April 2006, page 28

V.4.B Conclusions

Concerning the consequences for investment in thile&h economy, given the process of an
FTA with Hong Kong, China, it is possible to digfinsh two main impacts: better information
and an improvement of the legal certainty betweeth ltountries. The enhancement of the
judicial certainty for investors from both coungi@nd their investments in the other party’'s
country would be a result of the consideratiorhef investment aspect in the FTA.

% |n 2008, Chilean traded services accounted f@%7f trade in goods
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With the improved market access as result of th& Bfid the necessary examination of the
juridical aspects of foreign and Chilean investmentHong Kong would mean additional
investments by Chile in Hong Kong, China, in ortefacilitate trade in goods and services.

The needs of the development of the Hong Kong, &€kitonomy and its reliance on imported
inputs and raw materials, as is the case of othmarging economies, might induce additional
Hong Kong, China investments in Chile.

V.5. Effects and Influence on Specific Sectors arféroducts (as appropriate)
(Qualitative Analysis)

For the matrix of analysis of the main impact gfraspective FTA Chile — Hong Kong, China in
Chile by industries, it is possible to have a brpadure of which sectors would be influenced by
the trade increase (potential exports) startingnftbe quantitative data calculated in Chapter V.2
and V.3. In this section are presented the higtdighkey sectors:

V.5.i. Agriculture (including fruits and food indu stries)

> ltis a sector that represents a 5.2% of the GCEDO8”, it has a larger share of the GDP
in Regions VII, VIII, IX, XIV and X; and is the basof important exporting industries as
fruits, wines, juices, canned foods, meat, porklipg dairy products and other export
products that have expanded and evolved in th@tagears. Chile is (2006 data) the"17
exporter in the world food market, with exportstlie region of US$ 7 billiorf8 in that
year and currently US $ 10 billions.

» The potential impact in this case is of a modest$hl281,000 in additional exports, which
is less than 1% of the current US $ 45.8 milliomsgricultural exports, because of the
signing the FTAs with other countriés

» In this sector Hong Kong, China products would éacre its presence in the domestic
Chilean market, but imports are minimal.

V.5.ii.  Forestry

» The forest industry represents a 3% of Chilean Gadld, with exports of US $ 5,461.5
millions in 2008, 8.2% of Chilean exports

» Chilean exports of forest products might increasealise of a new potential market as a
result of the FTA with Hong Kong, China by 173% bothee level of 2007 exports.
V.5.ii  Mining
» This is a sector in which Chile has the largest petitive and natural advantages, mostly

in the copper sector, being the largest exportecaper in the world. In 2008, the
mining sector comprised 7.1% of Chilean GDP, andimgi exports are 57.5% of total

% See Chapter 1

0 Calculated from FAO figures by Chile Alimentosglindes several industries as food and beveragefisimand fish
foods. (2004 figures).

" Cases of Mexico, Canada and other experiences
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Chilean exports, both as a result of increasefénquantum and prices of copper and
other mining products. This sector, however, regmes a small Chilean export to the
Hong Kong market (7.0% of Chilean exports in 2007).

» The mining exports that Chile exports to Hong Kormrespond mostly to copper
products, which currently face a zero tariff. Aggh products are already sold to Hong
Kong there will not be potential additional expdrecause of the prospective agreement.

V.5.iv  Manufacturing industry

> The manufacturing sector represents a 16.7% oe&hiGDP, and 31.9% of Chilean
exports, reaching US$ 21.2 billions in 2008. Thpagts of this sub-sector are leaded by
the food and beverages industries (39.9% of tothufacturing exports), followed by
the forest industry (forestry and furniture andudeke, paper and by-products) reaching
26.6% of Chilean manufacturing exports processelduaprocessed chemicals (26.4% of
manufacturing exports). In a“3place are the processed and unprocessed chemicals
(18.0% of manufacturing exports)is the forest iiduysn the 4" place the metal products,
machinery and equipment (9.4% of total manufactugrports) and lastly, basic metal
industries (7.0% of total manufacturing exports).

» Concerning the gains from the FTA for Chile, thenofacturing industry might increase
its exports by US$ 28.9 million, which would mean iacrease of 53.8% of current
industrial exports to Hong Kong, China. The potahtimost benefited sector would be
the manufacture of fabricated metal products (US$ inillions of additional exports).

V.5.v Chemical and petrochemical products

» The chemical and petrochemical products are iff.apBce among the manufacturing
exports of Chile (processed and unprocessed chismigth 18.0% of manufacturing
exports), with a figure of US $ 3.8 billion in exp®in 2008.

» The chemical and petrochemical products might emxeeits exports to Hong Kong,

China by US$ 1.9 millions, which would mean an @age of 70.3% of current exports to
that market.

V.5.vi  Textiles, clothing and leather products

» This sector represents 0.7% of Chilean GDP; witile@h exports to the world of US$
266.6 millions in 2007.

» Exports to Hong Kong were US $ 8.4 million in 20@nd would increase by US $ 4.0
millions, 47.6% over the level of 2007, becauspaiential additional exports.

V.5.vii. Fabricated metal products, machinery ancequipment

2 GDP at constant prices, Banco Central de Chile
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» This sector represents 2% of Chilean GDP; with &zimil exports to the world of US$
1,312.9 millions in 2007.

» Exports to Hong Kong would increase by US $ 15.8ioni 22 times over the level of
US $ 0.7 millions in 2007.

Services

» Additional trade in services between Chile and Hé&wgng would be approximately of
US$ 5.2 millions, because of the expansion in g@kmade

» The transport services have been pointed out asmtral barrier to trade” with Hong
Kong, but as transport is a derived demand, ifette opportunities to further expand
trade to Hong Kong, the additional services willso@plied by the navigation companies
that already operate to China and Hong Kong, China.

V.6  Effects and Influences for the Respective Remis

There is a growing relationship between Chile dmltatin American countries. There are trade
agreements with Mercosur (Brazil, Argentina, Urugaad Paraguay), the Andean Community
(Venezuela, Peru, Bolivia, Colombia, Ecuador), €@dnfmerica (Costa Rica, El Salvador,
Nicaragua, Honduras, Guatemala) and Mexico. In 2Q0ilean exports to those markets reached
US$ 10.6 billion, having experienced a 15.8% yegriywth between 1999 and 2007 (following
table). Latin America has a share of 16.0% of Giiléotal exports. As has been noted earlier,
60% of exports to Latin America are of manufactuyedds.

Table 5. 8
Chile 2007: Access to Latin American markets
Tariff Tariff
Country MFN - -

Chile reduction
Argentina 10.1% 0,2% 98,0%
Brazil 10.1% 0,9% 91,1%
Paraguay 13.0% 1,4% 89,2%
Uruguay 13.2% 3,0% 77,3%
Bolivia 7.9% 5,1% 35,4%
Colombia 14.8% 0,2% 98,6%
Ecuador 12.4% 0,1% 99,2%
Peru 8.8% 1,8% 79,5%
Venezuela 19.6% 0,4% 98,0%
Mexico 25.8% 0,1% 99,6%

Source: DIRECON
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There is an opportunity for Hong Kong, China firnte establish distribution and/or
manufacturing centers for the Latin American regiginen the advantages of Chile as a reliable
and well connected regional center.

Table 5.9
Chilean exports to Latin America: 1999 and 2007

Chilean exports to Latin America, 1999 and 2007
1999 2007 Annual rate
(US $ millions) of growth (%)

Central America 94.8 582.7 25.5%
Mercosur 1,520.2 5,283.4 16.8%
Andean Community 1,059.8 2,418.4 10.9%
Mexico 622.8 2,361.5 18.1%
Total exports 15,914.6 66,718.6 19.6%
Latin America 3,297.6 10,646.0 15.8%

Source: Studies and Information Department, DIRECE#¢$ed on data from Central Bank of Chile

Another aspect of the relationship is that Chilansmportant investor in several Latin American
countries. The stock of Chilean investment abraadtlie period 1990 - 2008 is estimated at
47,462 million dollar§. Nearly 90% of it is located in Latin American cities, being Argentina
the main recipient of Chilean investment, captudngund 33%, followed by Brazil (18%), Peru
(14%) and Colombia (13%).

3 Data produced by the Department of Foreign Investsiof DIRECON, in http: //www.direcon.cl
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VI. COOPERATION AND
INFORMATION EXCHANGE ON
OTHER ISSUES
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VI.1 Science and Technology

In the area of Science and Technology, Chile’'s eapee on different Free Trade Agreements
(FTA) already signed shows that opening opportesitor cooperation and collaboration connected
with development issues, gives a strategic persgetd the relationship and creates long-term
opportunities for mutual benefit.

The Chilean Government has already signed a FTA wie European Union, New Zeeland,
Singapore, Brunei Darussalam, Canada, Mexico, Chim& Australia. In all these free trade
agreements we have special sections on Scierc@&eahnology collaboration, and mechanisms
for identifying possible joint ventures, industigoperation, educational and cultural projects.

For example, that is the case of Canada, theHirét signed by Chile, where, based on the new
commercial opportunities opened by the agreemenpd#&cion Chile (a private — public
development organization) signed agreements to irecgicenses for the application of
biotechnology to Radiata pine.

Finally in the case of the FTA with Australia, tharties agreed on a special chapter of cooperation
to create new opportunities in the areas of traut investment and promote competitiveness,
innovation and incentives for research and devedopnThe following areas of cooperation have
been identified: science, agriculture, wine indystiood industry, mining industry, energy,
environmental issues, small and medium enterprigegjsm, education, labor, human capital
development and cultural development.

At present the Chile — Hong Kong relationship iaidevelopment stage and shows promising areas
for cooperation in science and technology

The interest of the Chilean government, in theexrf a broad and comprehensive set of strategic
initiatives, is to reinforce partnerships on thexasmentioned issues, recognizing that both Parties
being with important bio-diversities, should promobllaboration for mutual benefit.

The Government of Chile is increasing Chile’s gtovotential, know how, capabilities and
products that will create the difference, theseoatg possible through technological developments.
For this object in May 2005 the Chilean governmamtated the National Innovation Council &
Competitiveness (CNIC), the Council is in chargadfising the President on the National Strategy
of Innovation.

The CNIC combines the multiples visions of thead#int components of the system of innovation,
facilitates the coordination, promotion, and depetent of this, and organizes this in line with the
national priorities. The role of this council isrtake consensus of the policies in this area.

The Inter-ministerial Committee implement the stggt of innovation & competitiveness presides
over the Ministry of Economy, Ministry of Foreignffairs, Ministry Agriculture, Ministry of
Education, Ministry of Transport and telecommunaatMinistry of Finance.

Institutional map of the National Ségy of Innovation
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There are two main government agencies in Chilaélwith Science, Technology and Innovation.
The National Commission of Investigation Sciencd@e&hnology (CONICYT), this agency which
is part of the Ministry of Education, is in chargé promoting, strengthening and expanding
research in the areas of science and technologihile. CONICYT is responsible for national
policy in the area of supporting universities aatlanal research centres,

The other institution is the government’s Econol&velopment Agency (CORFO), which is in
charge of innovation policies and support for indes to help them develop competitive advantage
in the area of research and development.

In 2005 Innova Chlie was created. This helps wittmting and facilitating private innovation in
four areas (general purpose technology, businegssvétion, technology transfer, and business
star-up) with a focus on Biotechnology, ICT andlagginess.

The Ministry of Agriculture implements it's strategfor promoting innovation to boost
competitiveness in agriculture through FIA, whichsacreated in 1981 (reactivated in 1994). And
the Institute of Agricultural Research (INIA), tingission of INIA is the creation, adaptation and
transfer of technologies to ensure that the agriallsector will contribute to the safety and dyal
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of food produce in Chile, in addition to providecampetitive and sustainable response to the
challenges of rural development.

Both CONICYT and CORFO focus on innovation in tblofwving areas:
« QOutsourcing,
» Processed food industries
» Aquaculture
* Financing services
e Fresh fruit production
* Communications
» Logistic services
» Hog poultry breeding
e Construction
» Tourism
e Copper and derivates.

The Ministry of Foreign Affairs plays a key role @onnecting international opportunities and
possible joint ventures with local partners, thiodige Coordination of Science &Technology. We
foresee that one of the most attractive agencietomy Kong for identifying possible joint projects
is through de National Science and Technology [@mEent Agency especially in areas of
common interest.

We propose collaboration with a vision that encosspa four main elements:

1. lIdentifying projects, institutions and professiafr developing a Partnership on
Innovation, Research and Development (I+R+D), fatual benefit and with a concrete
long-term vision to develop joint capacities ireimational markets. These initiatives
would require the involvement of governmental R&Ritees, private companies, social
organizations, or could combine them.

2. Technology transfer and trade in selected indscyors, as food industry and selected
manufacturing areas.

3. Collaboration in Human Capital Development, throirgtiitutional agreements for
initiatives aimed at training human resources, ligpirg professional and technical
consultancy and fostering the exchange of expegieimcselected areas: biotechnology,
mining, energy, aquaculture, information technojagyrism, agriculture, food industry,
education, and other areas of common interesedP#rties.

4. Common actions undertaken in order to implemenhg term forward looking
Partnership.

VI. 2 Others Areas of Cooperation

VI.2. 1 Small and Medium Enterprises
The small and medium enterprises are at the hé#iedChilean econom$ some 700.000 firms,
that is 99% of Chilean firms are micro, small anedinm enterprises, employing 75% of the labor

™ Universidad de Santiago de Chile (2008) “DesasrBifoductivo en Economias Globales y las
Instituciones de Garantia Reciproca” in InformeaFPropuesta “Estudio de factibilidad para favoréas
instancias de profundizacién del mercado de gammnticiprocas”, pages 117-147 in
http://www.dipres.cl/572/articles-38731_doc_pdfE.pd
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force and responsible by 22% of total sales inGh#ean econonfy. The SME are at the top of
priorities in public policies. Thus, the SME arelirded®
* in the Productive Development Agencies, creatall ithe Chilean Regions

* in the initiative to enhance the credit for the Sl other actors, through the program
“Pro Credito”, meant to mobilize more than US $ Bilion in additional credits and
financing to this sector

» as beneficiaries of the fiscal stimulus plan amued in January 2009, for a total of US $
4 billions in additional resources to generate namtévity and employment

* US $ 700 millions are included in the fiscal stimaiplan in additional infrastructure that
will create new jobs and improve productivity, Spég in the SME

e A reduction of 15% of the provisional monthly taayments by the SME announced for
2009

The SME are also part of the export enhancemeetises through Pro Chile, which aim to support
the export development of Chilean firms (See wwechile.cl). ProChile attends 4,500 SME in

all of the Chilean Regioh§ has promoted business meetings in its more thao®mercial

offices in the world, and has carried out joint@tmlevelopment projects with other public
agencies as CORFO and Innova.

VI.2. 2 Gender Issues

“The Government Program is concerned about thermti®n of a more fair society, which
includes the dimension of gender equity. The GeAdenda, which contains commitments that are
expected as the administration ends in 2010 iguiténg instrument for the implementation of
these public policies.

To make progress in this Agenda, the National WoBemwice SERNAM mission is to design,
propose and coordinate policies, plans, measurkkegal reforms conducive to equal rights and
opportunities between women and men, and dimirgshin

discriminatory practices in the process of polltisacial, economic and cultural aspects in the
country.

The strategic objectives that are operational are:

a. Incorporate the gender perspective in poliangsprograms in the public sector, through the
coordination, technical assistance and trainirgutdic officials.

b. Promote equal rights and opportunities betweamewn and men, through the development and
promotion of bills or other regulatory changes.

c. Reduce the main discrimination that affect wortheaugh the design, implementation, validation
and transfer of models integrated program.

d. Promoting a culture of equality through the iempéntation of communication campaigns to
make visible gender issues and provide prioritytpesimages of women in the media.

e. Promote the position of the Government of Chiilyugh the dissemination of the international
agenda in gender and the implementation and margtof horizontal cooperation agreements,
bilateral and multilateral.

> In SERCOTEC(2006) “La situacién de la micro y pefig empresa en Chile” in
http://www.redsercotec.cl/archivos/periodico/200114ro.pdf

® These are the measures included in the last RragtlAddress to the Congress, May, 21, 2009.taglio
in http://www.comerciointernacional.cl/2009/05/%CB®y-que-fue-de-las-pyme/

" In www.prochile.cl
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f. Contribute to the definition of public policiesmed at gender equity through
the generation and dissemination of knowledge atheudiscrimination that affects women and
gender gaps®

VI.2. 3 Other Areas of Cooperation

Education and Culture are strategic and long-temeasa that facilitate the building of a
long-standing and stable relationship between csnat an international level. Education and
culture facilitates the mutual knowledge and respmed enhance the human potential of
international partnerships.

Education

Cooperation in Education can focus, among othacgppn education quality assurance processes,
on-line and distance education at all levels, primagnd secondary education systems, higher
education, technical education and vocational itrginindustry collaboration for technical and
vocational training and teacher training and dguaient.

Some instruments for educational cooperation cdiddthe exchange of information such as
teaching and curriculum materials, teaching aid&] demonstration materials, as well as the
organization of relevant specialized exhibitionsd aseminars, the joint planning and
implementation of programs and projects, the dewetnt of collaborative training, joint research
and development, across graduate and postgradugiessand the exchange of teaching staff,
administrators, researchers and students in nelagiprograms that will be of mutual benefit.

Other area of collaboration is to gain understagndineach Parties’ education systems and policies
including information relevant to the interpretatiand evaluation of qualifications, potentially
leading to discussions between institutions of éidbarning on academic credit transfer and the
possibility of mutual recognition of qualifications

8 Taken form SERNAM program for the current Governirgeriod (2006-2010) in Mensaje de la
Presidenta de la Republica Sefiora Michelle Bachlelé en el Inicio de la Legislatura Ordinaria del
Congreso Nacional 21 de mayo de 2009, ServiciodWatide la Mujer SERNAM, pages 485-491
(informal translation)
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VII. CONCLUSIONS (BY CHILE)
VIl.1.  Why Hong Kong, China?

Today, Hong Kong, China, a market comprised of pufation of 7.1 millions, with a per capita
income (PPP) of US $ 43,800 (2008), has consoliddte position as a leading player in the
international economy (2argest economy in international trade in 269®nd is becoming an
increasingly important market for other economleeigh commerce, achieved under trade and
investment facilitation, liberalization and an ieasing relationship with Mainland China. Hong
Kong is also a large re- exporter in the Asian Begat large and is a leading partner in the
financial services sector, becoming in this way amive agent of productive and financial
integration. Exports were US $ 362.1 billion in 80€hat is, an export of US $ 51,000 per capita.
Economic and financial partnership is becoming #ualde tool to build closer economic
relations with its main business partners. Hongd<dbhina is among the more open and freest
economies in the world, according to the intermatlelassificatior.

Hong Kong has become a stable market for Chilegrorex (US $ 112.5 millions in 2007),
reaching 0.17% of Chilean exports, after a low df506 in the year 2002. This share has
fluctuated between a high 1.21% in 1999 and a Id®&% in 2002. Chilean imports from HKC
have reduced its share in total imports from tlR&% in 1999 to 0.12% in 2007.

Chile and Hong Kong, China are building new capexids hubs for their respective regions.

Both countries-Chile and Hong Kong, China- havenbaetive members in several international
organizations and initiatives, as the WTO, APEC atiter instances, in which have shared
similar points of view and tasks.

VIl.2.  Strategic Framework

An on-going goal of Chilean governments since tBe Bas been to expand and enhance trade.
The Chilean trade policy has used three instrunterggmultaneously achieve greater opening to
and better integration into the world economy: ubjlateral liberalization and facilitation of
trade and investments, 2) active participationhim mnultilateral system and negotiations, and 3)
bilateral negotiations through FTAs and other tradgeements. By implementing policies
conducive to unilateral opening, Chile has soughtimprove the allocation of productive
resources, making domestic economic activities mefficient and competitive. At the
multilateral level, Chile has actively participateddiscussions and decisions in the WTO, and
has modernized its economy to comply with the WTaBgations.

Bilateral agreements have enabled Chile to addmedsnove forward in key globalization issues,
namely services, investment, trade remedies, éueidl property, government procurement and
competition policies, and also to address new egiat issues such as labor standards,
environment, and economic, technological and devetnt partnership. In this sense, trade
exchanges have been expanded and diversifiedjrggeainditions to improve competitiveness,

attract new investment and technology, and geneeitgjobs.

9 WTO data, quoted in the Report by Hong Kong, Chifebruary 2009, page 13

80 According to the Heritage Foundation & Wall Strdetirnal, HKC is classified in the first place bét
ranking of economic freedom in the world among hd8ons for 2009. It also ranks as the top econiomy
trade freedom (an index of 95, compared to 90 fog&pore, 86.8 for the US and 85.8 for the UK fall
2009).
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Recent FTAs

Chile has followed an active policy of bilaterabaomic agreements, and today these agreements
cover 61% of World population and 84% of world GIM@&re than 90% of Chilean exports go to
countries with which Chile has trade agreements

This trend has been enhanced in the last two yasitsas been the closing of negotiations and the
actual enforcement of new trade agreements witanlap 2007, India in 2007 and Australia in
2009. Also in 2008 it began negotiations with Tyrkehich is in its final stage for approval.

In 2006 Chile and Thailand finished a Joint Studyp® on the Feasibility of an FTA, with
positive conclusions. In the same year, another ¥&& concluded with Malaysia and in 2007
was finished the study with Turkey (2008), and ently are being carried out a Joint Study with
Indonesia, Hong Kong, China and Israel; and sew#talies to enhance the trade relationship
between Chile and the Russian Federation.

Chile is determined to follow new steps to furtkehance its policy of opening new preferential
relationships including through plurilateral comueial agreements, as with P4.

VII.3.  Effects of a Free-Trade Agreement Chile/Hog Kong, China
VII.3.A. General Effects

* In the case of Chile, trade with Hong Kong haseased from US $ 108.9 millions in
2000 to a figure of US $ 165.9 millions in 2007,igthhas meant a growth of 52.3%
between 2000 and 2007, well below the growth ofle2im foreign trade in the same
period (211%). In 2007, Hong Kong, China accourited.15% of Chile” s foreign trade.
Direct investment levels have not been significard there are no registered Hong Kong
investments (through the DL 600) in the period 12798

* An FTA between Chile and Hong Kong, China wouldédawositive impact on bilateral
trade and economic welfare. It has been calculdtatthe trade effects would increase
Chilean exports by at least US $ 29.3 millions @ered to have an impact because of
potential trade gains, and this would represeriharease of 26.1% over the figure of
2007 (US $ 112.5 millions)

» This estimate takes into account the effect thathinbe created because of the several
goods that Hong Kong imports from the rest of tleelevand does not import from Chile.
This is also true in the other way round. Hong Kamgorts from the rest of the world
goods that are not imported from Chile (2007) altaf US $ 276.9 billions (FOB
values). Chile already sells those same items leratountries. Because of the better
information, development of new commercial channatsd the improvement in
administrative procedures with an FTA, it is estiadhthat this “trade of non traded
goods” would provide the additional exports presdrt this Study.

e Other benefit which is the reduction in the “trasti@ns costs” associated with the
operation of foreign trade, because of facing bedtdministrative and organizational
structures and procedures after the FTA. It mayp dhcilitate trade with Mainland
China because of the wide use of the English laggimHKC.
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The dynamic effects because of a better resoutoeasibn in Chile and Hong Kong,
China would create additional positive impacts othlzountries

Another important benefit would be the improvemanimarket access “certainty”, as
55% of the tariff lines are not bound in the WT@danly the remaining 45% have the
limit of 0% according to the WTO commitments by HK@With the FTA, Chile would be
able to negotiate the current 0% for products dnatnot listed in the WTO commitments
by HKC. For instance, a product that is not listeight —theoretically- increase its tariff
to, say a 10%. Thus, the Chilean exporter woulbdreefited vis-a-vis other trade partner
because that 10% tariff for the Chilean exportemuldobe 0%, and thus enjoy an
advantage to offer a lower final price for the HKQyer, thus being able to displace other
competitors and to increase a market for that @aetr export good.

Exports from Hong Kong, China to Chile are facommpetition in the Chilean market
of other suppliers that have already obtained BfBAus —as is the case of goods from
China and Korea- or that are already negotiatirty @hile as is the case of Australia. In
order not to lose competitiveness in the Chileamkatait would be needed, from the
Hong Kong, China point of view to have a betteresscin order to equalize conditions of
market access compared to its competitors in CRlere would also be a cost reduction
for Chilean producers as equipments and inputsatetcurrently imported from HKC
would reduce its cost as the 6% general rate iffstawould not be applied would to
those products.

Chile and HKC have Trade Agreements with the PésgRepublic of China, and thus,
may explore new joint cooperation schemes

Chile and HKC are both members of APEC and thus emdnance or develop new trade
schemes as the one already developed by the P4

VII.3.B Effects on Trade and Investment by main eonomic sectors.

The industries that could be mostly benefited beeanf the FTA with Hong Kong. China
could be the manufacture of fabricated metal prtgjunachinery and equipment; other
manufacturing products; textile, wearing apparetl deather industries, agricultural
products and potential services.

Foreign direct investment would increase as hawrgetter investment climate due to
better and more stable rules for investment prasnadind protection would be conducive
to higher levels of Chilean and Hong Kong investtaém both economies.

This would also be facilitated because of the rethpe areas of influence in the case of
Hong Kong, China in Asia, and in the case of Cimilkatin America.

An FTA would enhance cooperation in areas of mutuatest between Chile and Hong

Kong, as have been analyzed in this document,émse, innovation and technology,
gender issues, tourism, education, small and mednterprises and other issues
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Chile as a springboard

« Chile has the potential to act as a springboarddi@ign companies that, after carrying
out a productive process of transformation of tigeiods in Chile, could export the final
product to the markets where Chile has tariff peafees, due to the wide network |of
Free Trade Agreements signed during the last yedfith a total of 20 FTAs with 56
countries.

» The process involves three stages. The first srthd one that involves the import py
Chile of the foreign parts or inputs, that will pay0% tariff in the majority of cases
(depending on the Agreement between the foreigmtepand Chile), or at the most the
MFN of 6%, with the only exception of the produittdand prices. Once in Chile, these
inputs should go through the necessary transfoomgtiocess to meet the rules of origin

to apply for the tariff preference in the destinatimarket. At the end, the third stage is
the export of the final good that meets the respeatle of origin to the final market
destination.

» Following this criteria, the General Directorate lofternational Economics Affairs
(Ministry of Foreign Affairs of Chile) conductedstudy to identify potential products of
some South American countries that could use CGlsl@ springboard to the following
markets: China, South Korea, United States and &dexi The results of this study are|in
the website of DIRECOR: www.direcon.cl

« Among the products identified are: products offted industry, fabrics, manufactures |of
plastic, parts of vehicles, etc.

» There are a large number of foreign companiesdhatcarrying out projects involving
Chile as a springboard. They do it in two ways. dde side, through strategic allianges
between the foreign firm and the Chilean one. @rtlee other side, through foreign
investment in Chile.

81 Gobierno de Chile. Direccion General de Relacidbemnoémicas Internacionales. “Encadenamientos
productivos”. Santiago, Septiembre 2008. ProgranREQON-BID
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VIilIl. RECOMMENDATIONS (Joint)

134



Common Conclusions and Recommendations of the Joint Study Group on the
Feasibility of a Free Trade Agreement between Chile and Hong Kong, China

Hong Kong, China, July 15, 2009

In the framework of the bilateral relations, authorities of the Republic of Chile
headed by Ambassador Carlos Furche, Vice Minister for International Economic
Affairs and of Hong Kong, China (HKC) headed by Mrs. Rita Lau, Secretary for
Commerce and Economic Development agreed on the need to intensify the
Chile-HKC trade and economic relationship by commencing together a
feasibility study to examine a potential Chile-HKC Free Trade Agreement (FTA).
A Joint Feasibility Study Group was formed by the two economies on
November 24, 2008.

Both economies have conducted three meetings of the Joint Study Group
alternately in Santiago and Hong Kong, reaching a successful conclusion of the
work.

The Joint Study’s main conclusions on the feasibility of an FTA indicate that
enhancement of the trade and economic relationships between Chile and HKC
would have a positive impact on the economic relationship between the two
partners:

@  Chile and HKC would, as a result of tariff elimination or reduction by Chile
and of the binding of the tariff lines that HKC has not bound in the WTO,
benefit because of the trade increase between the two economies.

®  An agreement with disciplines that provide legal certainty would improve
the investment environment and would have a positive impact in the export
of services including those associated to the increase of trade in goods.

® An agreement between both partners would induce a reduction in the
transaction costs between them, due to the inclusion of trade facilitation
measures.

@  Both Chile and HKC, are members of APEC and World Trade Organisation
and work together to liberalize trade in the Asia Pacific Rim and
multilaterally. They have a strong network of economic relations in their

respective regions. Chile has commercial and economic agreements with
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all Latin American countries, with the US and Canada. HKC has a Closer
Economic Partnership Arrangement with the People’s Republic of China,
and is a major trade partner with most economies in East Asia.

4. HKC and Chile are open on the form and content of the trade agreement, such as
FTA-type of agreement, as well as the structure of negotiation.

5. Both delegations agree to advise their respective Governments on the promising
results obtained in the “Chile-Hong Kong, China Joint Study Group on the
Feasibility of a Free Trade Agreement”, so that appropriate decisions concerning
future negotiations between Chile and HKC can be taken.

s =
- b N L Wt
SergiG‘Ram“és Cordova Angela Lee
Specié‘l Advisor to the Assistant Director-General of
General Director of DIRECON Trade and Industry
Ministry of Foreign Affairs Trade and Industry Department
Chile Hong Kong, China
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APPENDIX 1 chilean answers to HKC questions

Chile-Hong Kong, China Joint Study Group on
The Feasibility of an Free Trade Agreement

ANSWERS by Chile to Questions from Hong Kong, China

Chapter |

I.1.A Macroeconomic Features

1.

On page 8 of the Chilean report, it is mentioned
that “The governments since 1990 supplemented ¢rowented
economic policies with focused social policies amdenhancement in
investment in human capital, coupled with a libeedlon of the
economy.” We would like to know more about whatctised social
policies” refer to and their implications, if argn Chile’s trade policy,
particularly with regard to the policy on FTA negwibns. ANSWER:
Social policies in health services, housing, edanaand others are
focused so as to provide a better coverage ofdbesp population with
those programmes and resources. A description @élspolicies may
be found on the website of the Ministry of Plannifigideplan),
www.mideplan.cl the Health Ministry, www.minsal.cl, the Housing
Ministry, www.minvu.cl and other specialized programmes. These
policies do not have implications for the FTA negtions.

It is also mentioned on page 8 of the Chilean mepo
that “... The core elements of the economic policy overpghst 15
years have been based on macroeconomic stabilitgination of
domestic market distortions and a gradual lowerafgbarriers to
foreign trade.” Please elaborate on the major dtimemarket
distortions and barriers to foreign trade that hdeen eliminated
and/or lowered. Please also advise the sectomshioh such trade
restrictive measures were originally maintainedh what specific ways
that the Chilean government has been doing to editai these market
distortions and barriers. ANSWER: Several reforragehbeen carried
out in the Chilean economy, concerning prices &absations,
enhancement of competition policies, tax reformsd amarket
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developments and liberalisation in the areas oftspoelectricity,

telecommunications, air transport, public works cassions, water
distribution and other areas. In the case of fordigde, part of the
reforms have been to reduce to a minimum the adimative approvals,
to eliminate prohibitions, to up-date the Custommecpdures and a
progressive reduction of tariffs (since 2003 a &b thriff rate for most
tariff lines) and a policy of trade agreements witlde partners.

On page 9 of the Chilean report, it is mentioneat tfiburing

2007, the share of services (financial, firms aedspnal) in the total
economic activity represented 34.3 percent of GDR; Please
explain the definition and coverage of “servicaadhcial, firms and
personal). ANSWER: The definition of the reportedvices is the one
used by the Chilean Central Bank in the classibcatof national
accounts. The sector classification includes: fomarservices, banking,
insurance and services to firms; real estate aopepty ownership;
education, health and other personal servicesll Adscription is found
at Central Bank websitemww.bcentral.cl

[.1.B Trade Policy Regime: Formulation and Implem&tion

4.

Page 14 of the Chilean report says that one of the
objectives of Chile’s trade policy is to reduce tlegel of effective
protection and any existing anti-export bias in taeff structure.
Please elaborate on the existing effective praiaand the key features
of the existing ant-export bias in the tariff sture that are still in place.
ANSWER. With the tariff reductions applied (a flairiff rate of 6%)
and the trade agreements in force (more than 90&Zhié¢"s trade), the
level of effective protection is very limited, aByaanti-export bias in
the tariff structure.

Please advise on the priority of the Chilean
government as far as trade and industrial poliagyorscerned in respect
of development in trade in goods (industrial, mghiand agriculture)
and trade in services. ANSWER: Chile does not applyreferential
policy to pick-up “winner” or “chosen” industriest rather applies
“horizontal” policy tools to enhance development af sectors, by
which the private sector may use these tools herdifit activities.

Page 15 of the Chilean report mentions that the
main objective of the Export Council, which Dbring®gether
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representatives of the private and public sectoss,to make
recommendations on export policy formulation. Weuld like to
know if the Export Council has any role to playnmatters regarding
Chile’s international economic negotiations (inchgd FTA
negotiations). If so, how the Chilean governmeould involve the
Export Council in the formulation of trade negabtas policy.
ANSWER: The Export Council has been an open meshably which
the private sector can advise in international enoun negotiations.
Through this mechanism, the Government aims to aonerthe
participation process of the private sector in nmiional trade
relationships, including negotiations, export proiow trade
facilitation, transport and logistics issues ankeotsubjects that may
arise so as to enhance Chilean international paosiiy

It seems that the Export Council advises on nmtter
relating to “export” only. Is there any other beslior institutions in
Chile that advises the Government on general tpadieies, e.g. trade
negotiations, regional cooperation, etc.? If ygkat are their roles?
ANSWER: Yes, there are other bodies or institutitimst advise the
Government on general trade policies. Examples: AfREC Business
Advisory Council (Chilean Representatives), the I€&in Pacific
Foundation (Fundacion Chilena del Pacifico) andesdvacademic and
industry organizations as the National Farmers éission (SNA), the
Confederation of Production and Commerce (CPC)dhdr instances
do advise the Government on trade policies (Sombearh are part of
the Export Council). Their roles are to share infation, to advise on
the negotiating priorities and issues and in spesiibjects

Page 17 of the Chilean report sets out a number of
Chile’s domestic laws on trade-related matters.e they the full list of
current laws that concern trade-related matter$?not, could you
please provide us with a full list or a hyperlimkthese laws? ANSWER:
The list contained on page 17 contains a list ef ¢hrrent laws that
concern trade related matters.

We note from page 17 of the Chilean report that
the Customs Law of Chile is Decree Law No. 2/9718f November
1997. However, we also note in Table I.1 on pa@jéhat the Customs
Law is Decree Law No. 30/2004 of 18 October 200A/ould like to
clarify whether both Customs Law are applicablefdeeign trade.
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ANSWER: Chile’s Customs Law is Decree with ForcevIN{ 30/2004
of the Ministry of Finance which consolidates previous legal
instruments (including Decree with Force of Law297) is applicable
to foreign trade

10. What is the definition of small and medium
enterprises (SMEs) in Chile? Are there any specade policies to
support SMEs in Chile? ANSWER: The most widely udetinition of
SME in Chile is according to the sales level, byiokh the micro
enterprise has annual sales betweerf?UF1 and 2,400, the small
enterprise between UF 2,400.1 and 25,000, the mrediaterprise
between UF 25,000.1 and 100,000 (roughly the memnterprise has
annual sales between US$ 0.1 and 86,538, the smtaliprise between
US$ 86,539 and 901,439, the medium enterprise leetwiS$ 901,440
and 3,605,758). There are special programmes (WdiOpatible) to
foster exports of SME through COREOand ProChil&, but not
special trade policies.

[.1.C Structure and Features of the Market

11. Page 18 of the Chilean report says that in Chile,
competition is enforced through the application thie Chilean
Competition Act. We would like to know more abdhis Act, such as
the scope of application and the key requiremebligiations under this
Act.

ANSWER: The Chilean Competition Act establishegsrfirst article the
goal: “to promote and defend free competition i tharkets”, and in
subsequent articles it defines that “the anticoitipetillicit are any deed,
act or contract that prevents, restrict or obstingst competition, or that
tends to produce these effects”.

Article 3% is an illustrative list of anticompetig arrangements. It sets out 3
specific categories of actions or agreements. iBhélnot exhaustive; there
may be other actions with the purpose of elimirggtnestraining or

82 UF=unidad de fomento=Development unit, changely eath past inflation. 1 UF= Chilean $ 20,935.39
at 9/March/2009
8 Seewww.corfo.cl

84 Seewww.prochile.cl
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hampering competition:

a) explicit or implicit agreements or collusive giiaes whose object is to fix

resale or buying prices, limit production or alltEZaones or quotas.

b) the abuse of a dominant position by an entsgpsr group of enterprises

with a common owner by fixing buying or selling g@s, tying arrangements,
allocation of markets or quotas, or other similanauct.

c) predatory practices to gain or increase a domipasition.

Concentration in markets is not considered as amipetitiveper se and
hence the law does not make pre-merger notificatmandatory nor does it
set limits to market power.

The Law’s norms also apply to anticompetitive babawrthat takes place
outside of Chile which has domestic repercussions.

There are non statutory, judicial exemptions o@sioins for the Law. It
applies to all individuals, to all enterprises @atjess of state ownership),
and in some circumstances to government ministriegher agencies. An
important feature of the Law is that it can be &apto sectoral regulators or
other parts of Government. On the national levellftw has been applied to
the Ministry of Transportation, the TelecommunicatlUndersecretary
Office, the Electricity and Fuels Superintendenie,General Waters
Directorate, and the State Procurement Directolasbso applies to
municipalities.

While statutory monopolies do exist, and some ldwsreate exclusive
rights, abuse of these rights is still subjecti €Competition Law.

The Competition Act also defines the administrahegure of sanctions to
punish anticompetitive conducts: fines, correctiveasures and injunctions.

A bill to reform the Competition Act is currently being discussedthe
Congress. If approved, this would represent an rtapb change in that it
would permit the granting of immunity or lenienay members of cartels
who have effectively collaborated in the investigatof hard core cartels.
This reform would also provide thEiscalia Nacional EconomicaFNE
(National Economic Prosecution Service), the Chileagency for
investigating matters relating to free competitiomith important new
powers such as that to intercept communicationssaagich premises with
police help. It would, moreover, increase the maximfine that can be
levied from US$15 million to approximately US$22lion.
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The Chilean Competition laws, regulations, proceduradministrative
rulings and judicial decisions of general and dpecapplication are
currently published via both the National EconorRimsecutor’'s Office’s
Website ywww.fne.cl includes an English version of the Competition baw
and the Competition Tribunal’'s website (www.tdIg.cl

12. Page 18 of the Chilean report mentions that Chale h
included Competition Policy chapters in most of titagle agreements it
has negotiated. And in some cases, cooperati@eagnts are signed.
We are interested to know the key features of thm@&tition chapters
in the relevant bilateral agreements and those hef ¢ooperation
agreements. We are also interested to know Chil@ain
considerations for choosing between a Competitibapter and a
cooperation agreement on competition.

ANSWER: Chile has signed Free Trade Agreementsagant chapters on
competition policy with MERCOSUR, Canada, Méxicen@ral America,
European Union, USA, EFTA, Korea, P4 (New Zeel&idgapore, Brunei)
Japan and Australia.

Some of these Agreements have served as the fratnéowdhe subsequent
signing of co-operation agreements or memorandaadérstanding between
the competition agencies of Chile and its tradiagmers. The FNE has to
date signed inter-agency co-operation agreemeiiiseinada, Costa Rica,
Mexico and El Salvador, and is currently evaluatimg launch of
negotiations with a number of other agencies. Aeggalar institutional
practice, the FNE maintains permanent contact exgrseas agencies when
this is required for the investigation of a parkaicase.

Competition chapters are an important element sueng that the potential
benefits of a Free Trade Agreement can be fulliised In particular,
competition provisions help to ensure that the benlgkely to flow from

the reduction of barriers to trade are not unduigarmined by
anticompetitive conduct.

Generally the provisions contained within the cheptealing with
competition can be organized around the followmmds: objectives,
principles and institutionality, scope and coveragenopolies and State
enterprises, cooperation and coordination, andutesgettiement.
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Regarding the objectives the aim is, on one handstablish that
anti-competitive practices do not undermine theefienof a Treaty or to
help obtain its objectiveen the other hand, to promote cooperation and
coordination. In very few cases is it made exptivé need to search for
efficiency and consumer welfare, such as it iscéee of the agreement
between Chile — Mercosur, which proposes to estalliles regarding
consumer defense.

In general the principles incorporated relate to-dscrimination,
transparency and due process.

Regarding specific institutions in the realm of gatition policy, some
agreements establish prerequisites for autononmyyartiality for
establishing or maintaining competition authoritesch as the case of
Chile-USA.

With respect to the scope of application, the agesgs contain substantial
general rules against anti-competitive practicéenong these practices are:
collusion abuse of dominant positipmergers and acquisitions.

The majority of the agreements contain rules raggradhonopolies and
State enterprises. It allows the countries, in edanace to their laws, to
designate monopolies or establish State enterpbsg¢shey have to notify
the establishment of these entities when they cafiédtt the welfare of the
other Party. The aim is that their functioning sloet hinder the objectives
of the agreement, that they act in accordancenmuercial considerations
and do not use their monopolistic position to cauy anti-competitive
practices.

There is diversity regarding the detail or levetommitments on
cooperation and coordination. Among the main elémare: i) notification
of the activities on the application of laws; iYohange of information to
facilitate the effective application; iii) consaftons —and prevention of
conflicts- when important interest of a country afiected in the other
territory; and iv) mutual technical cooperation.

Almost all agreements contain references to thicetion of enforcement

activities if they could affect the interest of thiner Party, or of the
designation of a monopoly or State enterprise.
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The agreements establish commitments regardingaegehof information,
mostly non-confidential, to facilitate the effeaiapplication of competition
laws. In a number of agreements there are rubgss#i out the need of
conditioning the information to national rules mnfidentiality. Few cases
foresee, subject to prerequisites, confidentianmition to be made
available to judicial bodies of the respective doyn

The mechanism for consultations is included inrgdanumber of
agreements. In some cases, the consultationsracted to the evaluation
of the chapter application or to the enforcemesesavhere important
interests of a country might be affected in thetty of another. Some
have also foreseen consultations regarding inwedsgtigs and effectiveness
of the measures of anti-competitive practices,pa&ration, execution,
application and interpretation of the chapter. Tigtothe consultation
mechanism some agreements come close to the pesmappositive and
negative comity.

The coordination in the application of the law $pecific cases appears in
some relatively recent agreements, which are tbb&dile with the UE,
EFTA and Korea. This, on the other hand, is thanroaoperation
objective between competition agencies, whichtabdished through
independent agreements or as a complement tor&@de agreements. Other
coordination areas, especially those which go beybe exchange of
information, also correspond to a great extenbtomonents of
inter-agencies agreements.

The majority of the agreements point out that thapter on competition or
the policies or laws on competition will not be mdh to the dispute
settlement mechanisms of the Agreement. In somezagents, only rules
regarding to monopolies and State Trading Ente¥prése subject to such
procedures.

[.1.D Banking System and Credit Policies

13. Page 19 of the Chilean report mentions that at2&a¥,
a total of 13 domestically-owned and 12 foreign-edirbanks were
operating in Chile. Page 20 of the Chilean repdsd mentions that
the minimum capital requirements and other prudémégulations for
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14.

15.

16.

foreign banks are the same as for Chilean-owned#sbanVe would

like to know what are the specific conditions/regments for setting
up a foreign bank in Chile. ANSWER: As stated igepa&0 of the

Chilean report there are no specific requirememtsdreign banks. The
procedures for registration and authorization arineé General Banking
act from article 27 to 39.

As set out in pages 19 and 22 of the Chilean repuost
Superintendence of Banks and Financial Instituti@BIF) authorises
the licensing of new banks. Besides, any bank’sgerg capital
increase, and any acquisition of 10% or more ofeitpaity interest in a
bank are subject to SBIF's approval. As it is asparately stated in
the Chilean report that, in terms of financial se#s, foreign investors
generally receive national treatment and there ravequantitative
restrictions, does it imply that those specifictemia that the SBIF
would take into account in deciding whether to gréme above
authorisation / approval do not constitute any dtetive or
discriminatory limitations? Should there be angafic criteria that
would constitute quantitative or discriminatory ifations, please give
an account of those criteria. ANSWER: Chile does$ apply any
guantitative or discriminative restrictions for thpproval of financial
institutions.

Page 20 of the Chilean report sets out that in

December 2007, there were 12 foreign-owned lifediasce companies
and 21 foreign-owned non-life insurers operatingGhile, and that

there are no differences in capital requirement&den foreign-owned
and Chilean insurance companies. Please adviseamndhe specific
conditions/requirements for setting up a foreigmed insurance
company in Chile. ANSWER: As stated in page 2thef€hilean report
there are no specific requirements for foreign-aivlike-insurance and
foreign non-life insurance companies. The requimare established
in paragraph 2 of Title | of the Law of Insurancesticle 4 and

following ones.

While it is stated in page 22 of the Chilean répor
that in terms of financial services, foreign inwestgenerally receive
national treatment and there are no quantitatigricions, we note
from Chile’s existing schedule of specific commititee under the
GATS that a supplier of financial services opemtithrough a
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17.

commercial presence may be subject to an econoeadsntest (ENT)
and that foreign investors who participate in thmaricial services
sector may only transfer their capital abroad twarg from the date of
its entry. We would like to know whether these ked#iraccess and
national treatment restrictions as stipulated inl€3hGATS schedule
are actually in place in Chile. In respect of ENMT requirement, if it
is being implemented in practice, we would be duhté Chile would
elaborate on the following elements of the ENT:

(@) the triggering of the ENT, specifically whetheletENT is a
standing test, or would be invoked only upon carteonditions
being met;

(b) the criteria of the ENT, specifically the criteriar assessing
“economic needs” and arriving at any quantitativeithtion to be
imposed; and

(©) type of quantitative limitation(s) that may be bgg as a result
of the application of the ENT. ANSWER: Nowadaysréhare no
economic needs test (ENT) applied to foreign inwesits that
participate in the financial services sector inl€hi

It is explained in page 22 of the Chilean reploai t
Chile did not include financial services in bilateagreements until the
trade agreements with the US and EU, and its ontgrmational
commitments were those scheduled in the Uruguayn&oegotiations.
Please advise whether Chile has, in its bilategeg@ments with the US
and EU, undertaken specific market access andhatonal treatment
commitments in the financial service sector that lgeyond its
commitments undertaken under the GATS. If yesagdegive an
account of those GATS-plus commitments for finaharvices.
ANSWER: Chile’s commitments regarding financial segs in
bilateral agreements can be found in the respechapters which are
publicly available, as are its commitments undeg BATS. Any
comparison between them can be done by the ineeresirty

18. Pages 22-23 of the Chilean report says that agtemad policy,

there are certairsine qua nonconditions for Chile in negotiating
financial services bilaterally (including negotidten a separate and
self-contained chapter and subject to differentigises than the rest
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of services, a separate dispute settlement fondiaa services, and no
extension of MFN treatment to non-Party). Woullelito know

Chile’s main considerations for including or notluding financial

services in its FTAs and how are the above mentiareas different
from the corresponding provisions governing thevises chapter in
FTAs of Chile. ANSWER: The inclusion or non inclosiof a chapter
in financial services depends on a case-by-cadgsmavhich includes,
among other things, Chile’s interest in includimgghcial services with
another Party, on an evaluation of whether the fiiZsnef doing so

exceed the costs of departing from Chile’s basiccypmf preferring

unilateral openness over trade-distorting tradeeeagents and on
previous consultations regarding acceptance ofe@Ghsine qua non
conditions.

With respect to the provisions in financial seegachapters, they can
be found in the respective agreements which aréghubhvailable.

|.3 Trade in Services

19. Page 35 of the Chilean report sets out that major
seaports in Chile are owned by the State but cemmes have
increasingly given to private operators. Furthevolvement of the
State in the sea ports does not in any way pregugdate participation.

In this regard, we would like to know -

(a)what is the current policy in granting concessio private operators
in the operation of sea port and port-related sesziand

(b) whether local and foreign services providelj®ethe same treatment
in applying for / obtaining / exercising the congiea?

ANSWER: To answer both questions, we quote the corresponding
articles of Law N° 19,542, concerning the modernisation of the
state ports sector, that rules the process of state owned docks
concessions (additional comments are in brackets []. Legal texts
are in Spanish only).
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Art. 5. La prestacion de los servicios de estilgsedtiba, transferencia de la
carga desde el puerto a la nave y viceversa, yYoge®@ en los recintos
portuarios, comprendidos dentro del objeto de tagresas [se refiere a las
empresas portuarias estatales], debera ser realizedt particulares
debidamente habilitados.

Las labores de almacenamiento y acopio que seeaadin los puertos que
administren las empresas, podran ser realizadak quarticipacion de éstas
0 por particulares. La condicién de almacenistadspiirira de conformidad
a las normas que regulan esta actividad.

No obstante lo sefialado en el inciso primero, lapresas [portuarias
estatales] estaran facultadas para prestar porsgia®s, en subsidio de los
particulares y soOlo cuando éstos no estén intevssa&a realizar tales
funciones, los servicios de transferencia y porteo.

Adicionalmente, estaran facultadas para realizarfulacion de porteo,
cuando les sea requerida expresamente por el Estadwirtud de
obligaciones contraidas por éste en conveniodauira internacionales.

Art. 7. Las empresas [portuarias estatales] podeadizar su objeto
directamente o a través de terceros. En este uttamo, lo haran por medio
del otorgamiento de concesiones portuarias, léoen de contratos de
arrendamiento o mediante la constitucion con pasoaturales o juridicas,
chilenas o extranjeras, de sociedades anonimaas Estiedades no podran
tener por objeto la administracion o explotacionfdmtes de atraque, v,
para todos los efectos legales posteriores a siitt@ion, se regiran por las
normas aplicables a las sociedades andnimas abierta

La participacion de terceros en las sociedadesfaueen las empresas, la
celebracion de contratos de arrendamiento y egjatoiento de concesiones
portuarias deberan realizarse mediante licitacidlolipa, en cuyas bases se
estableceran clara y precisamente los elementos @sencia del pacto
social, del contrato o de la respectiva concesastupria, en conformidad al
articulo 50. Durante la vigencia de la concesiéms derechos del
concesionario solo podran afectarse o limitarséaeiorma y condiciones
gue se hayan establecido en las bases respediicms bases deberan
establecer, ademas, las causales de caducidadcdadasion y determinar
la forma en que ella se administrara en el evenéosg incurra en alguna, y
hasta que se llame a una nueva licitacion.

Para el establecimiento del monto minimo de laarentanon del respectivo
arriendo o concesion portuaria, servira de refeaeelcvalor econémico del
activo objeto de los actos sefialados en el inciseriar.

149



Art. 14. Las empresas [portuarias estatales] podedren arrendamiento u
otorgar concesiones portuarias de sus bienes pastdreinta afos. Sin

embargo, cuando la finalidad del arrendamiento ad®mncesion sea ajena
a la actividad portuaria, su duracion no podra eézcde diez afios.

Tratandose de frentes de atraque, la participadénterceros solo se
efectuara a través de concesiones portuarias.gearproceda otorgarlas, en
los puertos o terminales estatales de la RegiogifiRe cada una de las
unidades administrativas en las que se subdividereorio] debera existir
otro frente de atraque capaz de atender la nawdisééo de aquel frente
objeto de la concesion portuaria; de lo contraiajirectorio debera contar
con un informe del [Tribunal de Defensa de la LiB@mpetencia]. En este
caso, las concesiones deberan realizarse en lost&r que establezca el
citado informe.

Para efectos de lo sefalado en el inciso antés®roncesionarios:

1. Deberan constituirse, dentro de los noventa sltagentes a la fecha de
adjudicacion de la concesion como sociedad anérigaquiera que sea el
ndmero de sus accionistas, de giro exclusivo, iegean por las normas de
las sociedades anonimas abiertas. Su objeto sdesa&irollo, mantencion y
explotacion del frente de atraque respectivo, y

2. Solo podran relacionarse en los términos qualaeid Titulo XV de la ley
No. 18.045, sobre Mercado de Valores, con otroscesianarios que
desarrollen, conserven o exploten frentes de agrdgquatro del mismo puerto
o terminal, asi como con aquellos concesionariogndgemisma region que
desarrollen, conserven o exploten un frente dejaér&n que pueda operar
la maxima nave de disefio en los puertos estatae®sd region, de
conformidad y con estricta sujecion a las condiesogue para dicho efecto
hayan sido previamente fijadas por el [Tribunal Riefensa de la Libre
Competencia].

El concesionario, por el solo ministerio de la leyedara obligado a
destinar los bienes concesionados a la atencidgrades y movilizacion de
carga, mantenerlos adecuadamente, dar servicitalyleser tarifas publicas
en condiciones no discriminatorias.

Art. 15. Establécese una prenda especial de cdmcpertuaria, la cual sera

sin desplazamiento de los bienes o derechos presdad prenda podra
recaer sobre el derecho de concesion portuariabitoses muebles de la
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sociedad concesionaria y los ingresos de ésta qaeermqpan de la
explotacion de la concesion y tendra por objet@maar las obligaciones
financieras que la sociedad concesionaria contrgigea financiar el
ejercicio, equipamiento y explotacion de la conmegiortuaria.

Art. 16. El remate del derecho de concesion padauaymprende todos los
derechos y obligaciones propios de la concesiénnigainente podra

adjudicarse al que reuniere las condiciones qpedsente ley requiere para
ser concesionario de una concesion portuaria.

La adjudicacion hecha en contravencion a esta nasnaula de pleno
derecho, nulidad que deberd ser declarada, poifalancidental, por el
mMismo juez que esté conociendo del juicio ejecutivo

Art. 17. El derecho de concesion portuaria es teaitbe como un solo todo
y Unicamente al que reuniere los requisitos guoedaente ley establece para
ser concesionario de una concesion portuaria. &masferencia hecha en
contravencion a esta norma es nula de pleno desesbma juez competente
para declarar la nulidad el del domicilio de la essp concesionante.

Concluida la vigencia de una concesion portuadagrpresa [portuaria

estatal] respectiva debera proceder a licitar ureva, pudiendo mantener,
disminuir o aumentar los bienes y derechos queyaclLa correspondiente

licitacion debera efectuarse con la anticipaciéceraria para que no exista
interrupcion en la prestacion de servicios entrbastoncesiones.

Art. 18. Terminada la concesion portuaria, el cera®rio tendra derecho a
retirar las mejoras que hubiese introducido enbleses concesionados de
dominio de la empresa, siempre que puedan sepasBrsgetrimento de
estos.

Ello no obstante, la empresa [portuaria estataticesionante podra optar
por quedarse con dichas mejoras, pagando su justiop Este derecho
deberd ejercerse con 30 dias de anticipacion sedhafen que deban
restituirse los bienes concesionados y, de no heherrdo entre las partes
en cuanto a su precio, éste sera determinado péanbitro designado por las
partes o, en su defecto, por el juez letrado ecivib del domicilio de la
empresa concesionante.

Las mejoras introducidas a los bienes inmueblegesionados y que no
puedan separarse sin detrimento de éstos, incluidsasconcesiones
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maritimas, perteneceran a la empresa concesiommdge el momento
mismo de su ejecucion o materializacion sin obliyaalguna de reembolso
0 indemnizacidén para ésta o el fisco, salvo quebkases de licitacion
expresamente contemplen una situacion distinta

20.

We note that there are four principles that reguthe

service liberalisation, including MFN treatment, sabce of local

presence requirement, NT and progressive eliminatioquantitative

non-discriminatory restrictions as listed out og@a&5. Please advise
which are the sectors with quantitative restricdiaurrently in place,

and in what forms are such quantitative restriche@mg implemented

(e.g. setting a ceiling on the number of licencested)?

ANSWER:

21.

In regards to the market access and specificallantpative

restrictions Chile has undertaken commitments f@ndparency
reasons (example FTA with Mexico) or on a positi& basis
(example the FTA with the USA). Some of those quaine

restrictions that are listed are:

Postal services: the decree law 10 of the Ministrylransport and
Telecommunication, 1982, indicates that one entman supply the
postal services: “Correos de Chile”.

Communications services; Radio: the number of cesioas is
limited because the radio electric spectrum istéohi

Legal services: the number of Auxiliary Services itne

Administration of Justice; Public defenderdefensores publicds
public notaries rfotarios publicoy and custodianscénservadores

Archivists (@rchiverog, process serverseceptors judiciales and

superior court attorneyspiocuradores del nume)p auctioneers
(martilleros publico¥

Page 35 of the Chilean report states that Chige ha

implemented a profound economic reform over thé tasnty years.
Key aspects of such reform are the significant geanntroduced to the
laws and regulations that govern the service sectetease advise
whether such key laws and regulations are spetcificertain services
sectors (and if so, what are the relevant sectorsjare applied
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horizontally to all services sectors. We wouldoalse grateful for
information on the major features of such laws eagllations which
have an impact on foreign supply of services on fthe modes of
supply of services.

ANSWER: In the late 80’s and early 90’s Chile’sipglshifted from a close

and protectionist economy to a liberal and openketalThis was reflected

in the service sectors and specific actions wekerntaby the Chilean

government. Relevant sectors of the economy weawatmmed and most of

the monopolies were finished (Sanitary companiedecbm companies,

etc...), and open to national and foreign capitats. other hand, the

regulations affecting all the services sectors¢esithat date, are changing
simplifying rules and procedures, being an exaropkhis the regulations in

the telecommunications and financial services

22. Page 37 of the Chilean report shows that transport

services, in particular sea transport servicestltadargest contributor

to Chile’s exports and imports of commercial sezgicand hence are
important services sector to the Chilean econonigt, we understand
Chile has not undertaken any WTO services commitsném the
transport services sector, except on air transgamtices. We would
like to know the specific difficulty for Chile tongertake commitments

in transportation services, in particular marititr@nsport services.

ANSWER: There is a lack of commitments in Maritirtransport in the
Chilean schedule in the WTO. However, in bilateradjotiations, Chile has
made commitment in this sector

[.5 Introduction of FTAs Signed by Each Party

23. Page 32 of the Chilean report states that “in $erm
of the results that Chile’s trade agreements hawk ih can be said that
the performances of the Mexico and Canada FTAdjowit a doubt,
have been outstanding”. Please elaborate on ttter$&easons that
make these two FTAs the most understanding ones?

ANSWER: The examples were given as an illustrabérhow the trade
agreements have improved Chile’s foreign tradethéabove mentioned
cases, the export base was very limited beforetréme agreements, and
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both are among the oldest agreements-and thus- bes® more time in
execution, and have been very dynamic, in termBawing been up-dated
and improved over time. A description of both cases/ be found in the
website of DIRECON (www.direcon.&

24. Page 45 of the Chilean report sets out the main
contents of Chile’s FTAs with regard to the Chapten Trade in Goods.
Please provide information on the main element€lufe’s FTAs with
regard to the Chapters on Trade in Services.

ANSWER: Chile has negotiated services Chapters mo#h positive and a
negative list approach. Most of the services agesgsmnegotiated have been
in a negative list approach and it is Chile’s prefice to negotiate with this
approach. In this regards, the Chapters regulatem), 2) and 4) (mode 3)
Is part of the investment Chapter) and includesdiseiplines of National
Treatment, Most Favoured Treatment, Local Preselicthere is a non
conforming measure with any of these commitmenes tthe Parties have
the right to list them. Finally, there are alsoesilregarding domestic
regulations and mutual recognition among others

25. After the conclusion of the FTA negotiations, what
are the necessary domestic procedures requiredhile Gefore the
actual signing the FTA (e.g. any need to seek ajbrdrom the
Congress, enactment of local legislation)?

ANSWER: In Chile no domestic legal procedures néedoe followed
before the signature of an FTA. However, once th& lras been signed it is
subject to the completion of necessary domestial lpgocedures for it to
enter into force. In this respect, in most caséss inecessary to seek
Congress approval and once approved, enactmenbcaf legislation is
needed as well as its publication in our Officiaz8tte.

8 “Evaluacion de las relaciones comerciales entitee@tMéxico” and “Evaluacion de las relaciones
comerciales entre Chile y Canad& a once afios dedergn vigencia del TLC” (In Spanish only)
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Chapter Ill
[11.2 Measures Affecting Trade in Goods

26. Page 57 of the Chilean report mentions that Chile
has a flat MFN custom tariff of 6% for most prodsjoivhich makes up
over 98% of tariff lines. Are we correct to sawtlhior those products
listed out in Table 2.10 (i.e. Chile’s main impoftem Hong Kong),
they are currently subject to the import duty of 5%f not, what is the
applicable tariff rate for these products?

ANSWER: Yes, it is correct.

27. It is mentioned in page 58 of the Chilean report
that several products, including different luxurienms, alcoholic
beverages, gasoline and vehicles, are subject lier docal taxes.
Please provide a full list of products that arejesciito other local taxes
and please elaborate what “other local taxes” are?

ANSWER: The list of taxes applicable to these puotglis the following:
1) An additional tax with a rate of 15% applied ave

Gold articles, platinum and ivory;

Jewelry, precious natural and synthetic stones

Fine fur, manufactured or not;

Fine carpets; fingapestryand any other article of that nature;
Motorhome vehicules self propelled;

Caviar and surrogates pot-tin

Air or compressed gas guns, their accessories rapectles, with the
exception of submarine hunting;

The rate of this tax is 50% in casepgfotechnicarticles, as fire fights,
petards and similar ones, except when using farstrg, mining or
agriculture or light signaling.

i) An additional tax to the alcoholic and non dlotic and similar products
with the rate indicated in each case:

Liquors, piscos, whisky, and distillated, includiligiors or aromatic wines
similar to vermouth, 27% rate;

Wines designated to consumption, including thefgasivines, champaign,
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other types of wine (generosos o asoleados, chickakas) designated for
consumption, independent of the container, beat#rer alcoholic
beverages., any type, quality or denomination, 1&84;

Non alcoholic natural or artificial beverages, pg@nd in general any other
product that substitutes or that can be used foapeesimilar beverages,
13% rate,

Mineral or thermal waters to which color, flavorsweetener has been
added, 13% rate;

lii) An additional tax to vehicles whose normal tieg is passenger or load
transport, that is determined applying to the reBpe customs value the
percentage that results from the multiplicatiothef motors cilindrage,
expressed in cubical centimeters, times a factOr@3 and subtracting to
the result of that multiplication 45. The valueuiisg from that operation is
a tax that can not exceed US$ 7.503,55.

In the case of trucks from 500 to 2000 kilos offukkad capacity, the tax
will be determined by lowering in a 75% the cor@mbing rate. In every
case the applied percentage can not be highed&tdan The vehicles
destined to passenger transport, with capacity ft6rto 15 seats, including
the driver, will pay a tax reduced in a 75% andhvatminimum rate of 5%.

This tax does not apply to the importation of mted vehicles designed to
transport passengers, with a capacity of more idaseats including the
driver, nor the importation of trucks, vans andoatdans with a useful
capacity of more than 2000 kilos.

iv) A specific tax to the use of car fuel that adtyis 6 UTMYmplus/less
a variable factor established according to thelegmums of law 20259 of
year 2008.

V) A specific tax applied to manufactured tobactbat changes depending
on the type of product, allowing the establishnardn over rate with a
maximum additional 10%:

The cigars pay a tax of 51% over the consumer&sgatice, including taxes.
The cigarettes pay a tax of 50.4% over the conssreales price, including
taxes.

Elaborated tobacco pays a tax of 47.9% over thewuar sales price,

8 Unidades Tributarias Mensuales (UTM), an inflatlimked currency but only used for tax purposes.
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including taxes

28. We note from page 60 of the Chilean report that a
Price Band System was modified in 2003. It is atsemtioned that a
mechanism grants all exporters of the goods covieyeithis System an
instrument that does not affect international tradenyway. Please
provide supplementary information on the System,particular its
relationship with international trade.

ANSWER: Law 19897 modifies Article 12 of Law 18525 the Rules on
the Importation of Goods. It was published in Chil®fficial Journal
on September 25 of 2003. The amendments enteredfante on
December 16 of 2003. Chile's PBS is regulated kyclarl2 of Law
18525 as amended by Law 19897.

In its version amended through Law 19897, Articdedf Law 18525
specifically provides for the issuance of a Suprédeeree in order to
determine: (a) the periods in which specific dutied tariff rebates are
to be established and applied; (b) the most retewarkets for each
product; (c) the procedures for calculating themfce prices; (d) the
dates for calculating the reference prices; and ofer necessary
methodological factors to implement the provisiom#rticle 12 of the
Law.

Decree 831 of the Ministry of Finance of 26 Septem®003 contains
the implementing regulations for Article 12 of LaB525, as replaced
by Article 1 of Law 19897.

Regarding the relationship with international tra@éile has bound its
tariff rates for the Price Band System (PBS). Hosvewn practice,
Chile's applied tariff rates are significantly belds bound rate.

Under the PBS, the total amount of duties imposeohnports may vary,
through the imposition of additional specific dstier through the
concession of rebates on the amounts payable.of@eatmount of duty
applied to imports of wheat and wheat flour therefoonsists of two
components: thad valoremMFN tariff and the applicable specific duty,
if any.

In other words, the total amount of duties resglfirom the application
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of the PBS may vary between: (a) less than 6 patrackvalorem when

a rebate is granted; (b) 6 per cadtvalorem when there is no rebate
granted and no additional specific duty imposedi @) more than 6
per centad valoremwhen an additional specific duty is imposed.

The sum of the applieald valoremtariff and the specific duty resulting
from the amended PBS, if any, is capped atatheraloremrate bound
at the WTO, each import transaction being consatiardividually and
using the CIF value of the goods concerned in tla@shction in
guestion as a basis for calculation. Likewise, thbates on the
amounts payable as Customs Taaiff valoremduties determined for
each import transaction, if any, may not exceed #mount
corresponding to the applicaldd valoremduty.

For the determination of the specific applicabletyduf any, the
amended PBS, like the original, consists of twanelets: a lower and
upper threshold (the band's "floor" and "ceilingiid a reference price.

The lower and upper thresholds of the band have betrmined for
the period extending from December 16 of 2003 tedbeber 15 of
2014. The PBS also involves the use of a "refergmuee". This

reference price is not the transaction price, bptiee determined by
the Chilean authorities six (wheat) an Twelve (suganes in the

course of each twelve-month period extending froetcddnber 16 to
December 15 of the following year.

According to Law 19897, the reference prices aredadyased on "the
average of the daily international prices ... rdedrin the most relevant
markets". The most relevant markets are defineDdxree 831.

Under the PBS, a specific duty is triggered whenridference price is
below the lower threshold of the band. The add#lioduty (which
cannot bring the total duty to a level higher thhaad valoremrate
bound at the WTO) is equivalent to the differenedween the lower
threshold of the band and the reference price,iphield by a factor of
one (1) plus the generald valoremtariff (6 per cent). Conversely, a
tariff rebate is triggered when the reference pigdigher than the
upper threshold of the band. The rebate (which @aba greater than
the appliedad valoremrate) is equivalent to the difference between the
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29.

30.

upper threshold of the band and the reference ,pnudtiplied by a
factor of one (1) plus the geneeal valoremtariff (6 per cent)

Pages 64 to 65 of the Chilean report set out thiafiocmity assessment
with technical regulations in some cases is caroeddirectly by the
competent Agency through its own infrastructured another cases is
carried out by conformity assessment bodies, whiehauthorized by
the Agency for that purpose. For the latter, meadvise whether
Chile would accept test reports/results carried byt conformity
assessment bodies located outside Chile and if wdmat these
conformity assessment bodies are.

ANSWER: Chilehasno mutual recognition arrangements in the area of

mandatory technical regulations, but in some cafmsexample in
electrical products, the Superintendence of El@tiriand Fuel for any
electrical product that has certificate of originexists a special system
of certification (Decree 298 of the Ministry of Huwamy, Article 5
special system number 6), with minimum tests. Taeas at this special
system of certification (Chapter VII, Articles 2hdh22 of the Decree
298) must comply with some requirements, betweenerst the
conformity assessment body in origin that emit tertificate of
conformity must be accredited by a recognized dmdiAF.

Chile participates in a number of recognition agements, including
Part | of the APEC MRA on Conformity Assessmenttéctrical and
Electronic Equipment (EEMRA) and the ArrangememtEachange of
Information in Toys Safety. Chile is assessingdigive requirements
with regard to participating in Parts Il and [IIBEMRA.

Moreover Chile is open to analyze the possibilitestablish MRA.

It is mentioned in page 67 of the Chilean repodt thisciplines that
extend beyond the TBT Agreement provisions areugtd in all

Chile’s bilateral agreements. Please elaborat¢herkey features of
such TBT-plus provisions.

ANSWER: As Chile mentioned in the last report, thsciplines that
extend beyond the TBT Agreement provisions in Chileilateral
agreements, are related to transparency, equivgleérade facilitation,
etc.
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31.

In transparency, Chile has established compromiszsed on the
progress of discussions in the TBT Committee ahergt for example,
transmit the proposal electronically to the otherty through the
inquiry point established under Article 10 of thBTT Agreement at the
same time as it notifies WTO Members of the proppsasuant to the
TBT Agreement; each Party should allow at leastdé§s from the
transmission of the notification for persons anel tther Party to make
comments in writing on the proposal; publish or makvailable its
responses to significant comments at the sameasibe publication of
the final technical regulation or conformity assesat proceduf@.

Allow persons of the other Party to participatethe development of

standards, technical regulations, and conformisgssment procedures.
Participate in the development of such measuredeoms no less

favourable than those accorded to its own persons.

In trade facilitation, intensify the joint work ithe field of standards,
technical regulations, and conformity assessmetquiures. The idea is
to identify bilateral initiatives that are apprayg for particular issues or
sectors. Such initiatives may include cooperatianr@gulatory issues,
such as convergence or equivalence of technicallatgns and
standards, alignment with international standaetts,

Analyse the possibility to accept foreign technigagulation as
equivalent to a particular technical regulation.

Establish a bilateral TBT Committee and technigabperation in the
field of TBT.

Pages 68 to 69 of the Chilean report set out tleAgriculture and
Livestock Service is responsible, among other thigr issuing the
sanitary and phytosanitary export certificates darmal and plant
products while the National Fisheries Service spomsible, among
other things, for sanitary control and certificatioof all
hydrobiological products for export. Noting thahilé’'s major
exports to Hong Kong are agricultural and fruit gurots and
foodstuff (Table 2.5), we would like to have moné&ormation on the
existing sanitary control for the exports of thpseducts.

87 We suggest analyzing Chile TBT Agreements.
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ANSWER: The Agriculture and Livestock Service (SAGhrough the

Agriculture Protection Division guarantees that alyjricultural export

products comply with the phytosanitary requiremeotsthe country of

destination, according with the obligations esti#d by international trade.
SAG is the government agency in charge of supexyisompliance with

these requirements, issuing the Phytosanitaryficate for export.

SAG performs a phytosanitary inspection in searchjuarantine pests or
applies fumigation, or cold treatment. This is datehe port, at the cold
storage facility or at the warehouse where the yocbds stored. Fumigation
treatments may only be done at authorized faalitie

Finally, the Phytosanitary certificate is issuedijr@ssed to the Phytosanitary
protection agency of the importing country accogdio what is established
in the instruction manual Directives for issuance tioe Phytosanitary
certificate for export of vegetable products.

The Livestock Protection Division of SAG ensurestthall livestock
products for export (human consumption, animal gondion and non
consumable), comply with the National Regulatiod anth the destination
country’s regulations.

For human consumption products, the Official Inéégd Inspection System
holds programs for controlling health, safety amddy practices in animal
facilities and in production and transformatioraeishments.

Animal facilities: PABCO is a tool for certifyingafms. It guarantees that
animal farms comply with sanitary requirements gadd farming practices
demanded by the official services of the destimatiountries.

In order to be certified, exporting establishmenssaughter houses,
processors, cold storage, warehouses, must bebedcrauthorized and
submitted to inspections and verifications from SAG

Through the certificate, SAG guarantees that thestock products for
human consumption exported by Chile comply with theosanitary
requirements and national regulations.
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[11.3 Trade in Services

32.

Page 71 of the Chilean report sets out that “There
are a few measures that discriminate between ratiand foreign
services providers, which affect the principle afianal treatment, and
a few minor exceptions to the MFN”. Please elateonahat these
measures are and what kind of discrimination iseruily in place? In
which specific services sectors are these meabeiag applied? Are
there any plans to eliminate such restrictions?

ANSWER:

In Services there are few restrictions in natiamehtment and MFN.

Some of these restrictions are:

. All sectors: nationality requirement (80% of loeshployers) for
enterprises with more than 25 employees.

. Communications: nationality requirement; possiilitto
requirement to include Chilean programs (40%) oblips TV
channels.

» Transport sectors: nationality requirement for tegistration on
vessels, aircrafts or motor vehicles.
 Legal services: nationality requirements.

Chile has generally listed its non conforming measuo national treatment
in conformity to its current legislation.

33.

With regard to telecommunications sector, page 72
of the Chilean report says that there exists aiffts@tting decree”,
which establishes for a five-year period the maxmuate to be
charged for long-distance, local and Internet ses/ii Please provide
further information on this decree and advise wéethis applied in the
same manner to both local and foreign servicesigeos.

ANSWER:

The “tariff-setting” decree sets the interconnattiariffs, the dominant
tariffs and the leasing tariffs, for all the telemmunication services
(long-distance, local and internet services). Tdesree is valid for all the
telecommunications operators in the Chilean tegitavithout distinguish
between nationals or foreign operators. The idethisfdecree is to fix the
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maximum tariff that one operator can demand to farobperator, in the
activities explained before. In the case of the idamt operator, the Free
Competition Defense Court (Tribunal de Defensaadkilbre Competencia)
defines a dominant operator in cases where oneatpeacts against free
competition.

34.

As set out in page 72 of the Chilean report, the

provision of the following telecommunications seesg in Chile is
subject to the issue of concession / permit / @fidecision by the
responsible authorities:

the installation, operation, and exploitation ofubfc
telecommunication services, intermediate telecomaoation
services, and radio broadcasting telecommunicaensces;

television broadcasting telecommunications sesyice

the installation, operation and development of itkoh
telecommunications services; and

complementary telecommunications services (valuElea
services).

For each of the above services, we would like tovkrthe specific
criteria that the relevant authorities would takd#oi account when
considering applications for their provision, andhether any of the
criteria would constitute limitations in terms ofarket access and
national treatment.

ANSWER:

The procedure to grant a concession may be:

Direct: In case there is no limitation for the entrance®i operators,

through a simple and administrative procedure, visanitiated by
a formal request (and its legal, technical andrfoi@ annexes),
followed by a period of eventual objections by dhinterested
parties, and finalised with the issuance of a Supr®ecree by the
Ministry of Transportation and Telecommunications.
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By a public “beauty contest”:Exceptionally, in case of spectrum
scarcity, when it is not feasible to allow an unted number of
concessions or permits, the Ministry of Transporéd
Telecommunications will publish in the official gdi®e a technical
norm to establish the need to limit the number e roperators
based on scarcity of spectrum. This is the genmaaé for radio
broadcasting services. In this case, the Undense@e of
Telecommunications (Subtel) prepares for every esina set of
terms of reference. This document defines the tgpeservice,
number of operators able to get the concessioterierito evaluate
the best proponent and all the relevant informatiboparticipate in it.
Selecting criteria are based only on coverage andlibe for the
rollout of the proposed project. In case two or enproponents
achieve equal score, then a one round bid decides will be
awarded the concession. In the case of a techriealif an
application had been presented prior to publicatibthe technical
standard, this applicant will have a preferencébéoawarded the
concession.

Table A. Telecommunications: summary of licenses a

nd procedures

Type of Services Type & length of Issued by
license
Public - Fixed Telephony
Telecommunications | - Rural Telephony
Service - Mobile Telephony . Ministry of Transportation
- Data transmission Concession and Telecommunications
30 years (MTT)
Intermediate Service | - Long distance telephony Concession MTT
- Transmission and switching 30 years
Limited - Radio-communications
Telecommunications | - Background music Permit
Services - Cable television SUBTEL
. . from 10 years or
- Satellite television indefinit
- Experimental use ndetinite
- Others
TV Broadcasting - Broadcasting television Concession National
Services services 25 years Council of
Television
Radlp Broadcasting | - Frequency modplated . Concession MTT
Services sound broadcasting service 325 years
- Amplitude modulated (AM)
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sound broadcasting service
- Short wave

- Low power FM sound
broadcasting service

35. We would be grateful for information on the
general development and the existing regulatoryinregof the
following services sectors, in particular on measuthat would have
impact on foreign supply of services in these g8cto

. Maritime transport services;
. Logistics and related services; and
. Audiovisual services, in respect of motion pictared video

tape production, distribution and projection sessgic
ANSWER:

In general there’s no discrimination in nationatattiment and most
favoured treatment, but in the below sectors tie@irrent legislation
that discriminates between nationals and foreigners

e Maritime Transport: nationality requirement to i#gr a vessel,
for shipping agents, owner and captains.

« Communications: nationality requirements; posstieiguirement
to include Chilean programs (40%) on publics TVruiels.

* Audiovisual services: Chile has some coproductgre@ments.

Unfortunately we do not have English versions ofsth laws but a
describing of the aspects of these laws that havenpact for foreign
supply may be found in Chile’s Annex | of its nagatlist approach
FTAs. At the end of this answer we attach an Esigkersion of these
reservations.

RESERVATIONS IN ANNEX 1 OF NEGATIVE LIST APPROACHTA’S

Sector: Transportation
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Obligations Concerned:

Measures:

Description:

Shipping

National Treatment (Articles 10.2, 11.2)
Most-Favored-Nation Treatment (Articles 10.3, 11.3
Local Presence (Article 11.5)

Senior Management and Boards of Directors (Artl€le)

Decreto Ley 3.05Diario Oficial, diciembre 22, 1979¢y de
Fomento a la Marina Mercantditulos 1 y II

Decreto Supremo 2®{iario Oficial, marzo 10, 198&eglamento
del Decreto Ley 3.059 itulos 1 y Il

Decreto Ley 2.22Diario Oficial, mayo 31, 197&ey de
NavegacionTitulos I, II, 1lI, IV, y V

Decreto Supremo 158Biario Oficial, marzo 11, 196@&prueba el
Reglamento General de Matricula del Personal det&da Mar,
Fluvial y Lacustre

Cddigo de Comercjd.ibro I, Titulos I, IV, y V

Ley 19.420Diario Oficial, octubre 23, 199%stablece incentivos
para el desarrollo econémico de las provincias dieay
Parinacota y modifica cuerpos legales que inditiéulo
Disposiciones varias

Investment and Cross-Border Services

Only a Chilean natural or juridical person may ségi a vessel in
Chile. Ajuridical person must be constituted wstincipal
domicile and real and effective seat in Chilés president,
manager, and majority of the directors or admiatsits must be
Chilean natural persons. In addition, more thap&@ent of its
capital must be held by Chilean natural or juritimarsons. For
these purposes, a juridical person with ownershigigpation in
another juridical person that owns a vessel hastaply with all
the aforementioned requisites.

A joint ownership ¢omunidagl may register a vessel if (1) the
majority of the joint ownership is Chilean with dmite and
residency in Chile; (2) the administrators are €nils; and (3) the
majority of the rights of the joint ownership befpto a Chilean
natural or juridical person. For these purposgstidical person
with ownership participation in a joint ownershgo(unidadl

that owns a vessel has to comply with all the afenetioned
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requisites to be considered Chilean.

Special vessels owned by foreign natural or juabpersons
domiciled in Chile may under certain conditionsrégistered in
the country. For these purposes, a special vdsgsl not include
a fishing vessel. Foreign natural or juridicalgmers must meet
the following conditions: (1) domicile in Chile2) principal
head office in the country; or (3) undertaking afpssion or
commercial activity in a permanent way in Chile.heTmaritime
authority may, for reasons of national securitypase certain
special restrictions on the operation of theseelsss

The maritime authority
may provide better
treatment based on the
principle of reciprocity.

Foreign vessels shall be required to use pilotagehoring, and
harbor pilotage services when the maritime autiesrgo require
it. In tugging activities or other maneuvers pemied in Chilean
ports, only tugboats flying the Chilean flag shmdlused.

Captains shall be required to be Chilean naticawadsto be
acknowledged as such by the pertinent authoriti€sficers on
Chilean vessels must be Chilean natural personsteegd in the
Officers’ Registry Registro de oficialgs Crewmembers of a
Chilean vessel must be Chilean, have the permittgdsby the
Maritime Authority, and be registered in the respwecReqgistry.
Professional titles and licenses granted by adoreountry shall
be considered valid for the discharge of officdrgles on
national vessels pursuant to a substantiated tesol@gesolucion
fundadi) issued by the Director.

Ship captainspatron de naveshall be Chilean nationals. The
ship captain is the natural person who, pursuatiteo
corresponding title awarded by the Director, is em@red to
exercise command on smaller vessels and on ceparial larger
vessels.

Only Chilean nationals, or foreigners with domiciteChile,
shall be authorized to act as fishing boat captgiasones de
Pescd, machinistsrfiecanicos-motoristasinachine operators
(motoristay, sea-faring fishermemarineros pescadorgs
small-scale fishermempéscadores industrial or maritime trade
technical employees or workers, and industrial gereral ship
service crews on fishing factories or fishing bosken so
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Sector:

Obligations Concerned:

Measures:

requested by ship operatoesrfadore$ in order to initiate such
work.

In order to fly the national flag, the ship captépatron de navg
its officers, and crew must be Chilean nationaldevertheless,
the DireccionGeneral del Territorio Maritimo y de Marina
Mercantea on the basis of a substantiated resolutiesajucion
fundadi), may authorize the hiring of foreign personnel,a
temporary basis if essential, with the exceptiothefcaptain,
who, at all times, must be a Chilean national.

Only a Chilean natural or juridical person shalldog¢horized to
work in Chile as a multimodal operator.

Cabotage shall be reserved for Chilean vesselsot@ge shall
include the ocean, river, or lake shipping of pagses and cargo
between different points of the national territand between such
points and naval artifacts installed in territoradters or in the
exclusive economic zone.

Foreign merchant vessels may be able to participatabotage
when cargo volumes exceed 900 tons, following dipténder
called by the user with due anticipation. Whendégo volumes
involved are equal to or less than 900 tons, angeseels flying
the Chilean flag are available, the Maritime Auttyoshall
authorize embarking such cargo on foreign merchesgels. The
reservation of coastal trade to Chilean vesselsmsbizapply in the
event of cargo coming from or destined for portated in the
Province of Arica.

In the event that Chile should adopt, for reasdrre@procity, a
cargo reservation measure applicable to internaticergo
transportation between Chile and a non-Party,dkerved cargo
shall be transported in Chilean-flag vessels aeissels
considered as such.

Transportation
Shipping

National Treatment (Articles 10.2, 11.2)

Local Presence (Article 11.5)
Senior Management and Boards of Directors (Artl€le5)

Caodigo de Comercid.ibro Ill, Titulos I, IVy V
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Description:

36.

Decreto Ley 2.222Diario Oficial, mayo 31, 197&.ey de
NavegacionTitulos I, II, y IV

Decreto 90 del Ministerio del Trabajo y Seguridaatial Diario
Oficial, enero 21, 2000

Decreto 49 del Ministerio del Trabajo y Seguridamtial, Diario
Oficial, julio 16, 1999

Cadigo del TrabajoLibro I, Titulo Il, Capitulo IlI, parrafo 2°
Investment and Cross-Border Services

Shipping agents or representatives of ship opestowners, or
captains, whether they are natural or juridical pens, shall be
required to be Chilean nationals.

Work of stowage and dockage performed by natunaques is
reserved to Chileans who are duly accredited byctireesponding
authority to carry out such work and have an ofes¢ablished in
Chile.

Whenever these activities are carried out by juwadlipersons, they
must be legally constituted in the country and hi#e# principal
domicile in Chile. The chairman, administratorsamagers, or
directors must be Chilean. At least 50 percenhefcorporate
capital must be held by Chilean natural or juridigeersons. Such
enterprises shall designate one or more empowegedta, who will
act in their representation and who shall be Chilemtionals.

Harbor workers shall pass a basic course on harkegurity in a
Organismo Técnico de Ejecucion authorized by thigoNal Service
of Training and Employment, according to the nogstblished in
the respective regulation.

Anyone unloading, transshipping, and, generalljpgisontinental
or insular Chilean ports, particularly for landinfish catches or
processing fish catches on board, shall also beired to be a
Chilean natural or juridical person.

Chile has inscribed in its GATS schedule of

commitments horizontal national treatment (NT) tation that for

services under ‘professional services’ includedCinle’s schedule, at
least 85% of the staff employed by a services seipgistablished in
Chile must be Chilean. The same requirement appbeall other
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services listed in Chile's GATS schedule excepttive case of
enterprises with fewer than 15 persons. Pleaseseadvhether the
above limitations reflect the de facto regime. ndt, what is the actual
regime being implemented in practice?

ANSWER: The legal regime is for more than 25 pessoexcluding
specialist. There is no statistics of what theadsd regime is.

37. There are also various horizontal market access
and NT limitationsin Chile’s schedule of commitments / offers under
GATS. Please advise whether such limitations cefzhile’s de facto
regime and if not, what the de facto regime is.

ANSWER: Please clarify if you are referring to thetual commitment in

WTO or for the revised offer. Notwithstanding Chgleneral approach when
listing with limitation, is to establish existingestrictions on the law on
market access or national treatment

[11.4 Foreign Investment Regimes

38. Is there any agency in Chile responsible for
attracting Foreign Direct Investment (FDI)? Wha¢ & major roles
and services being provided?

ANSWER: Not specifically, but nevertheless there arfew agencies that
execute that role. In particular, FDI attractiorligges are conducted by the
Foreign Investment Committee  w\vw.cinver.c), CORFO
(www.investchile.d and also through the Chilean commercial missions
abroad \ww.prochile.c).

39. Page 76 of the draft report states that Chile raisco
national treatment (NT) to foreign investment otloey are established
in the country. It further guarantees NT to atlinduals the right to
develop economy activity, provided applicable l&dien is observed
and such activities are not contrary to public frwi&nd order or to
national security interests. This implies that T granted in the
post-establishment phase and conditioned to domndsivs and
regulations. However, page 80 of the draft remort “Investment
Agreements” states that most of the FTAs concluogdChile cover
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investment from the “pre-establishment phase”. Wld like to
know what is the de facto policy/standard with relgtn NT accorded
by Chile to foreign investment in their bilaterdlAs.

ANSWER: Starting at the beginning of the 1990’sjl€hegotiated a series
of Bilateral Investment Treaties which granted blaél Treatment to the
foreign investor only in the post-establishment gghaHowever, in 2002

Chile changed its policy by ceasing the negotiabbBIT’'s and starting to

include investment chapters in the scope of it® Ar@ade Agreements; in
that regard, our general policy has been to inclinde pre-establishment
phase on National Treatment in our FTAS investnardpters, such as the
ones with the U.S., Japan and Peru

40. Page 76 of the draft report mentions that theee ar
no economic activities reserved for the State, jmixdbhe special
provision regarding mineral resources. Does it lymthat Chile
impose no horizontal restriction on investment? ndt, what are the
restrictions currently exist? In addition, is theany restriction on
investment at the industry or sector levels?

ANSWER: Chile does impose very few horizontal resbns on
investments, generally one in Annex I (i.e.
http://www.ustr.gov/assets/Trade _Agreements/Biddt€hile FTA/Final_Te
xts/asset_upload_file458 4022.pdfpage 1) and three in Annex Il (i.e.
http://www.ustr.gov/assets/Trade _Agreements/Bitdt€hile FTA/Final_Te
xts/asset upload file635 4025.ndbages 1, 2 and 3); also, Chile includes
some sectorial non-conforming measures in Annexd H of its FTAS
investment chapters. Their texts can be found at
http://www.direcon.cl/index.php?lang=en&accioifright side of the page:
“FTA”, click on the agreement you want to reviewdahen on “text of the
agreement” — “disaggregate versions” —* annexIl"pr

41. Under the Special Investment Regimes (page 77 of
the Chilean report), Decree Law (DL) 600 guaranteesstors the right
to repatriate capital one year after its entry mdemit profit at any
time; and DL investors are exempt from foreign exuae restrictions.
Please provide information on the investment regiaceorded to
investment falling outside DL 600.
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ANSWER: Chapter XIV of the Central Bank’s Compenmdiwf Foreign

Exchange Regulations establishes rules for foramrestment, capital
contributions, and credit. Those operations shall donducted through
banking entities and be informed to the CentrallB&urrently, there are no
restrictions (i.e. prior authorisation, reserve uiegment) applicable to
transfers in or transfers outrelated to those djpms Chile does not apply
screening mechanisms of any sort to foreign direastment in any sector
of the economy; they are subject to the same darnesgulations and
procedures for approval of investments as nationialvestors

(http://www.bcentral.cl/eng/norms-requlations/foreexchange/compendiu

m.htm)

42. Page 80 of the Chilean report says that Chile
initiated negotiations of Bilateral Investment Tiea (BITs) after
adhering to the 1965 Washington Convention (i.éSI00) governing
investor-State dispute settlement mechanism. WadMike to know
whether the United Nations Commission on Intermetiolrade Law
will be considered as an option of internationdlitaation for dispute
settlement, in addition to the ICSID.

ANSWER: It is certainly an option. As a matter atf, we have included
UNCITRAL rules in the ISDS sections of all of ouiTA&s investment
chapters (generally in our FTAs, the investor tlees choice of submitting a
claim according to the UNCITRAL, ICSID, ICSID Adainhal Facility or
Ad-Hoc rules)

[11.5.B Anti-dumping Measures and Countervailing Diies

43. Page 82 of the Chilean report sets out that under

the Chile-Canada FTA and the Chile-EFTA FTA, thetiea agreed not

to apply antidumping measures to their reciprocatlé respectively.
Does it mean that for other bilateral FTAs conctlidgy Chile, the
Parties are allowed to apply anti-dumping measuesler the
respective agreements? If so, what is Chile’s neainsideration for
deciding whether or not anti-dumping measures cbaldsed under the
bilateral FTAs?

ANSWER: Except for the Chile-Canada and the Chig4AFTA's, the
Parties of the FTAs concluded by Chile are allowtd apply
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anti-dumping measures. This has been the resulindépendent
negotiation undertaken in each agreement and teealb\equilibrium
aimed at within each of them

1.6 Government Procurement

44. Page 85 of the Chilean report mentions that Chile
has negotiated Government Procurement chaptersnander of its
FTAs. Does it mean that some bilateral FTAs cametliby Chile do
not include a Government Procurement Chapter?

ANSWER: Yes, some bilateral FTAs do not includeRaGhapter

If so, what is Chile’s main consideration for decgl whether or not to
include Government Procurement chapter in its FTAS?

ANSWER: The main reason to include a GP Chapte&runFTAs is given
by the will of the Parties. The process of a JS€huntes the discussion of the
terms of reference where the Parties decide wiuatirgy to be negotiated

45, On page 85 of the Chilean report, Chile sets et t
main elements it would like to include in a GP deamwf a FTA, which
includes amongst others, significant coverage mmgeof entities, and
thresholds. We would like to know more about tbgerage in terms of
entities (whether negative or positive listings ased) and the thresholds
setting in Chile's FTAs with other economies. Sipaily on thresholds,
whether there is a difference in the thresholds/éen its FTAs concluded
with WTO GPA parties (e.g. the US, South Korea, Bbpan, Canada)
and non-GPA parties (e.g. Australia, Mexico, Colank/ruguay).

ANSWER: Chile is interested in negotiating compreiee Government
Procurement Chapters that cover most of the prawemée made by Central,
Regional and Local Government Entities on the badisreciprocity.
Regarding the Annexes, Chile favours positive liftentities and negative
lists of goods, services and construction serviagsyell as relatively low
thresholds. Some of the thresholds negotiated hig @illow the WTO GPA
approach, as in the cases of the EU, Japan, SomthaKand EFTA. On
other occasions Chile has negotiated lower threshwith USA, Canada,
Uruguay, Mexico, Colombia, Australia and P4.
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46. We note that Chile is now an observer of the WT@QGRs there any
plan for Chile to accede to the GPA?

ANSWER: Chile has no plan during the year 2009 doede to the WTO
GPA, since Chile has signed a bilateral agreem&ht3v countries from 40
that subscribed the GPA. The exceptions are Isfaaha, and Hong Kong,
China

[1.7 Transparency

47. We note from page 87 of the Chilean report that the
transparency rules of Chile’s FTAs establish ti& governments have to
give the opportunity to another Party to make olmens about
government regulations. Please advise whetlae tis any mechanism
built in to cater for exceptional circumstanceg, @ cases of urgent need to
make regulations, and if so, what is the mechanism.

ANSWER: In general, under the transparency rule€hile’s FTAs, the

publication obligation establishes that regulatjongrocedures and
administrative rulings of general application regjygy any matter covered
by an Agreement are promptly published or otherwrsale available in

such a manner as to enable interested personsi@mdher Party to become
acquainted with them.

However, most of our FTAs establish that each yahall, to the extent
possible publish in advance any measures of the one’s destabove, that
it proposes to adopt and to provide interestedgosraind the other Party a
reasonable opportunity to comment on such propossksures

Therefore, under the scope of the transparencyatimns contained in
FTAs as described above, we see no need to inteoaluaechanism built in
to cater for exceptional circumstance

[I.7 Transparency
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[11.9 Intellectual Property Right (IPR)s

48. Page 93 of the Chilean report that Chile envisages
having IPR provisions in an eventual agreement withng Kong.
Please provide information on the key featuresefdhapter on IPR in
FTAs concluded by Chile.

49. Page 93 of the Chilean report mentions that
provisions on Geographic Indications (Gls) are udeldd in most of
Chile’s preferential agreements. We would likektmw the interface
between different FTAs on their different interptéin/ recognition on
Gls.

ANSWERS TO QUESTIONS 48 AND 49
Intellectual Property Rights

1. Chilean policy regarding the main Intellectual Foperty Rights /
Relevant treaties subscribed

Maintaining an adequate and balanced intellectumbgrty system is a key
issue for the Chilean economy. The Chilean legadl amstitutional

framework for IPRs grants protection to all catég®rof intellectual

property included in the Agreement on Trade Reldtspects of Intellectual
Property Rights (TRIPS Agreement) of the World Era@rganization

(WTO), namely: copyright and related rights, tradeks, geographical
indications, patents, industrial designs, layousiglies (topographies) of
Integrated Circuits and Protection of Undisclosatbimation. Chile also
confers protection to new plant varieties. In additto the standards in the
TRIPS Agreement and those in the major WIPO twsatiChile has
commited to even higher standards through bilatemde agreements.

Chile has been a member of the World IntellectualpBrty Organization
(WIPQO) since June 1975, and has signed a numbEtRoiconventions.. In
addition, Chile has been a WTO member since 1 Jarii®®5 and the WTO
Agreement on Trade-Related Aspects of Intellednaperty Rights (TRIPS
Agreement) came into force in 2000.
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Chile's participation in international IPR agreemerts

Date on which Chile became part;d

Agreement, convention or treaty (latest Act in whib Chile participates) (date it became party to the lates
Act)

Berne Convention for the Protection of Literary @mtistic Works (Paris Act) June 1970 (July 1975)

Convention Establishing the World Intellectual Redp Organization June 1975

WIPO Copyright Treaty March 2002

WIPO Performances and Phonograms Treaty May 2002

Paris Convention for the Protection of Industriedgerty (Stockholm Act) June 1991

Rome Convention for the Protection of PerformeregdBcers of Phonograms andSeptember 1974
Broadcasting Organizations

International Convention for the Protection of N¥arieties of Plants (UPOV January 1996
1978)

The Chilean IPR regime has evolved significantlydgoent times as a result
of the incorporation of TRIPS commitments into oatl law. Also, several
amendments have been made to comply with intematiobligations
derived from bilateral agreements (mainly with tBe, the US, EFTA,
Central America, Canada, Mexico and Korea). New raimeents will be
incorporated into the Chilean IPR legislation bessaof the ratification of
the WIPO Internet Treaties and the implementatibrotber bilateral IPR
commitments.

In late 2003, two sets of amendments were madbetdCopyright Law to
implement TRIPS and the Free Trade Agreementsiraliate 2005 and early
2007 two amendments to the industrial propertywsxe enacted.

The main domestic statutes for the protection dR iR Chile are the
Intellectual Property Act (Copyright Act), Law NAd7.336 of 2 October
1970 with its Regulation and the Industrial Propextt, Law No. 19.039,
25 January 1991, with amendments introduced by U#£a096, of 1
December 2005, and Law 20.160, of 26 January 280d .its Regulation..
The protection of new varieties of plants is retedathrough the New Plant
Varieties Act, Law No. 19.342 of 3 November 199he3e statutes cover the
major IP areas referred to in the TRIPS Agreemadtaso by main WIPO
treaties.

2. Industrial Property Rights
Historically, the Department of Industrial Property the Ministry of

Economy was in charge of granting industrial propeights (trademarks,
patents, utility models, layout design of integdateircuits, industrial
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design), including the registry of geographicalications and appellations
of origin. The Seeds Department of the Agricultanel Cattle Service is in
charge of administrating the Chilean registry ofinant varieties.

However, a new institutional framework for the igthal property
administration was recently enacted and enteredforce in January 2009
(Law n° 20.254). The reformed Industrial Propertfic@ (INAPI, by its
Spanish acronym) replaced the existing Chilearstegin order to improve
registration services for trade marks, geographiodications, patents,
utility models, industrial designs and layout desi@f integrated circuits, by
granting more human and financial resources. Maeovhe referred
amendment provided INAPI with authority to applycsuhuman and
financial resources to conduct new capacity bugdactivities in order to
promote the use of industrial property rights.

Also, as mentiened above, during 2005, the widest most significant
reform to the Industrial Property Act was conducsatte its enactment in
1991 (Law n° 19.996). This reform implemented pegdiommitments of
the WTO TRIPS Agreement and incorporated provisidos protect

undisclosed information related to pharmaceuticald aagrochemical
products for 5 and 10 years, respectively. Adddlbyn it established a
special registry for geographical indications apdeadlations of origin, rules
for assesment of damages for infringement of indalgtroperty rights; and
new civil actions and precautionary measures thatige the right holders
with a wider range of tools to address judicialoeoément of their rights.

In 2007, the Industrial Property Act was amendeaw(In°® 20.160) in order
to incorporate and protect sound, collective andifimation trademarks.
Additionally, it provided for a patent term extemsito compensate for
unjustified delays in the administrative processlitain registration.

Thereof, currently Chilean national law providestpction for 10 years to

trademarks right holders, but they may be renewddfinitely. There are no

requirements of use for registration or renewaltralemarks. Industrial

designs that are novel are protected by 10 yeans fhe date of filling. This

period is non-extendable. Textil designs and staggpimay be protected at
the same time under Copyright Law.

In the case of patents, they patents are proteéct€thile for 20 years from
filing. Economic models and business plans, disgesescientific theories
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and mathematical methods, surgical, therapeuticiagnostic methods,
plant varieties, animals and software are not ptetkby patents or utility
models. Patent system includes compulsory licensesases of (i)
monopoly abuse, (ii) national security, public hlealand national
emergencies, (iii) non-commercial public use, o) (@ross licensing in
relation with patented subject matters.

In regards to Plant Varieties, Chilean legislatisrhomologated to UPOV

1978 Act. Nevertheless, Chile is committed to adher UPOV 1991 and

currently, a bill that permits the latter is beimgesented to Congress for its
approval and will is expected to come into forcetby year 2009. Rights

related to New Varieties of Plants must be purdefdre civil courts.

Industrial property right holders have both ciuildacriminal remedies and
can collect costs and damages. Courts have, amihregsp the faculty to
order the destruction of tools and implements usedproduce the
falsification or copy. The Customs Service may @&sforce some industrial
property rights at the border.

In addition, Law 19.039 establishes for internagioexhaustion of these
rights. Consequently, parallel importations arevaéd.

3. Copyrights and Related Rights

The Copyright Department of the Library, Archivesi\da Museums
Directorate is in charge of the Copyright RegisfEne main Copyright
statutes are the Intellectual Property (Copyrigkd) (Copyright Act), Law
No. 17,336 of 2 October 1970 and its Regulationp(8me Decree No.
4,764 of 8 January 1985).

The term of protection for copyrights and relatéghts is 70 years. In
conformity with the Berne Convention, protection &sutomatically
recognized once works are created, but a registarailable for publicity
measures. Additionally, register constitutes allpgasumption of ownership
in favor of the person who is registered as rigiidér.

According to the Copyright Law right holders haah civil and criminal

remedies against infringers of rights. Once comdctinfringers may be
forced to pay damages and fines, and also be iom@ts The Customs
Service may also enforce some intellectual propagtyts at the border.
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A new bill was introduced in Congress dnof May 2007 to amend the
Copyright Law. The main objectives of this new bi to improve
enforcement of copyright and related rights throaglw civil and criminal
procedures, to introduce a new regime of exceptimd limitations to
copyright and to regulate the responsibility okemiet service providers for
eventual copyright infractions, in accordance wiiternational standards.
This bill is currently being discussed at the Clml&Senate (Upper House).

4. Enforcement of Intellectual Property Rights

The Department of Industrial Property, the CourtApipeal for Industrial

Property (reformed under the Law No. 19.996) arel Agriculture and

Livestock Service for issues related to plant waseare responsible for
administrative actions related to opposition orwdment of applications or
granted registries.

Criminal and Civil remedies provided for infract®rin the Industrial
Property and Intellectual Property Laws must besped before Civil and
Criminal Courts.

Persons convicted for offences against right heldef intellectual or
industrial property rights may be required to pagts and damages to right
holders and also fines. In cases of intellectuaperty violations infringers
can also be imprisoned.

In the year 2000 Congress passed new legislatioanf@verall modification
of Chilean criminal system. This reform, which Hamen implemented in
every Chilean Region (in Santiago has been implémdeon June 2005), has
shown to increase efficiency both in criminal ceuahd in action of police
agencies against IPR infringers.

Aditionally in early 2008, the Chilean Civil Poli¢deorce incorporated a new
specialized unit — BRIDEPI — devoted to investigabhel prosecute crimes
specifically related to IPR. The unit extends itgharities over all issues
related to offenses related to industrial and iet&lial property rights. One
of the purposes of BRIDEPI is to identify and digadate criminal

organizations dealing with piracy, counterfeit amthted offenses through
intelligence investigations. This specialized usitexpected to become a
cornerstone of the Chilean national system for #aRrcement that came to

179



couple a number of other initiatives in the samedion, carried out by
other Chilean agencies, such as the Chilean Natl©nstoms Service and
the Chilean National Prosecutor’s Office.

5. Others issues

Undisclosed Information

A whole new chapter for undisclosed information wiasoduced to the

Industrial Property Act (Law 19.039) in 2005 to @at both trade secrets
and undisclosed data of new chemical entities siibdhito government

agencies for approval of pharmaceutical and adurall chemical products.
Regarding the latter, the protection of pharmacauproducts extends for a
5-year term, while agricultural chemical producte aubject to a 10-year
term.

Protection of undisclosed data of pharmaceuticaldpcts is under the
jurisdiction of the Institute of Public Health, vidiprotection of undisclosed
data of agro-chemical products is under the comifdhe Agriculture and

Livestock Service. These government agencies at@edb to protect

undisclosed information submitted to them in thecpss of sanitary
registration against disclosure and, additionahg not entitled during the
term of protection to grant sanitary registratibased on the protected data.

In addition to substantive provisions of the IndiastProperty Act, Decree
153 of the Ministry of Health regulates the proaedio obtain protection for
undisclosed information of pharmaceutical produbtgt are new chemical
entities.

Other administrative measures, such as publicatidhe Institute of Public
Health’'s web site of all applications for new phagmutical products, are
maintained to ensure that interested parties Ha/epportunity to promptly
assert their rights in Court.

Geographical Indications

Geographical indications of Chilean wines and spaire regulated through
the Law No. 18.455 and its Regulations. As mentioearlier, the last
amendment of the Industrial Property Law createsgsstry for Chilean and
foreign geographical indications available for &md of product.
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Most of Chile's preferential agreements contairvigions for the explicit

recognition of Gls. For instance, the Chilean gapfical indication “Pisco”

has been recognized in agreements with Australgaa@a, China, Japan,
Mexico, New Zealand, Singapore, the United Statasd the European
Union.

6. Evaluation of an agreement in Intellectual Propey Rights

Considering that almost every single FTA negotiabydChilé® includes
provisions on IPRs, we envisage having IPR promsian an eventual
agreement, through which both countries reaffirsnnitutual international
commitments on IPRs, and state for commitmentsre@asa of particular
interest of both parties.

The overall objective of comprehensive initiativeghis field should be to
facilitate and encourage Chilean and Hong Kongn&lmartnership in the
pursuit of increased competitiveness, fosteringuation and creating new
opportunities for trade and joint ventures, inchgdmutual consultation on
common IPR interest issues.

[11.10 Trade and Environment

50. We note from page 95 of the Chilean report that
Chile considers that FTAs which incorporate enuinent provisions
are an appropriate tool to promote high levels afirenmental
protection. We would like to know the format oefe environmental
provisions, e.g. whether forming a chapter of thé\or as a side
agreement to the FTA. Please also advise on thddetures of the
environment provisions or the cooperation agreemenmtenvironment.

ANSWER: Chile has addressed environment issuaade thegotiations in a
very flexible way and with an approach based orodize, exchanges of
experiences and cooperation. The main format torparate environmental
provisions in these agreements has been an Enveran@hapter in the main
text of the Free Trade Agreement (FTA), a separaggeement on

88 Free Trade Agreement with: Australia, Canada, UnBéates of America, Japan, Korea, Mexico, Chireptt@l
America, European Free Trade Area—EFB&, well as theAssociation Agreement between the European Uniah an
the Trans Pacific Strategic Economic PartnershiplécNew Zealand, Singapore, Brunei Darussalam).
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environment cooperation negotiated and signed aldgtigthe FTA; or, in a
few cases, both.

Chile’s preferred approach would be, in the casethed Chile-HKC

negotiations, to incorporate the environment piows in a chapter of the
FTA. We would propose a simple scheme includingeganprinciples and
commitments, and based on dialogue, exchanges périexnces, and
cooperation and capacity building effoda mutually agreed areahere

would be no role for sanctions —neither financiai trade ones-, in relation
to environmental issues. Should any issue arise tneapplication of the
chapter, they should be resolved amicably throughlogue and

consultations. Therefore, there would be no plametiie application of
general dispute settlement procedures. Finallyardigg the institutional
framework, contact points should be sets out tiit@e communications.

Examples of key environment provisions:

“Preamble

Some general statements making reference to tha afeimproving,
protecting, enhancing, enforcing, promoting, antlestvise committing to
addressing or acting on environmental and sustdmalevelopment issues

Objectives

Some general statements regarding the promotionudfial supportiveness
of trade and environment, to encourage soundremwient policies and
practices and improve the capacities and capabsitiof the Parties,
including non-government sectors, to address enuiental matters

Principles and Commitments

Some general principles and commitments that amnncon elements
already accepted by the Parties in other instancescognition of each

Party’s sovereign right over its natural resourcesd of the sovereign right
of each of them to set, administer and enforce th&n environmental laws,
regulations and policies according to their priogei$; recognition of the
importance of each Party effectively enforcingats/ironmental laws and
regulations; not to set or use environmental lavegulations, policies
and practices for trade protectionist purposes, arad to relax, or fail to

enforce or administer environment laws and regolagi to encourage trade
and investment; procedural guarantees; promotibpublic awareness of
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environmental laws and promotion of environmergahsciousness and
education.

Cooperation:

General provisions to set out a framework to supptire Parties’
co-operation and capacity building efforts on miuipa agreed
environmental issues of common global or domesticern; while taking
into account national priorities and available ham and financial
resources.

Institutional Arrangements:
Designation of contact point to facilitate commuations; public
participation, where necessary; and consultations.”

The above scheme has close similarities, even tiaagnuch simpler, to
the Agreement on Environmental Cooperation (ACA-P4j the
Trans-Pacific Strategic Economic Partnership AgeseniP4), signed with
Brunei-Darussalam, New Zealand and Singapore; amalso reflected in
APEC Model Measure on Environment, adopted by Nngs Responsible
for Trade, in Peru, in 2008, in the framework oé tRegional Integration
Program

[11.11 Trade and labour

51. Page 101 of the Chilean report mentions that prongs about labour
have been addressed in Chile’s FTAs with diffemethanisms, such
as a side agreement, labour chapter or indeperatgerement, with
accent in cooperation. Please advise on the lawurkes of the labour
provisions or the cooperation agreements on lalfour.

ANSWER: Chile has addressed labor issues in trag@trations in a very
flexible way, with a tailor-made style, and with reon trade-sanctions
approach and instead, a cooperative one, basedalmyue and exchanges
of best experiences. The principal modalities tosdohave been Labor
Chapters and separate agreement on Labor, signegl the FTA.

In the case of our specific negotiation Chile Hafwpg, our preference
would be a Labor Chapter, with specific institusomnd cooperative
mechanisms (consultation process) and no applicatidhe general dispute
settlement procedures. Regarding the commitmentsaedhose that Parties
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have already accepted in ILO, such as the 1998 Md@laration and to
strive to achieve decent work, and some instrumentshow seriousness
such some institutional mechanisms to allow coasiolhs between Parties.

Accordingly we think that provisions could contain:

» Some general statements in the preamble;
» General objectives;

» General commitments related to those Parties hkeady accepted
in ILO; recognition of the principle of sovereigntgot to diminish
labor protections to encourage trade or investmgmgcedural
guarantees; and promotion of public awarenessbof l@aws;

Regarding the Institutional Mechanisms, we seestaldish Contacts Points;
participation of the public and/or worker and enyglorepresentatives; and
consultations between Parties.

Chapter IV
IV.2.B Rules of Origin

52. Regarding preferential rules of origin, please sewhether different
sets of preferential rules are being adopted u@kele’s individual
FTAs or a common set of preferential rules is agaplio all Chile’s
FTAs. What are the rules of origin most commonbtoged in
Chile’s FTAs?

ANSWER: Chile has different preferential rules afjon depending on
Chile’s partners and their economic characteristics

In general, the most commonly adopted rules ofimsghedule are “the
change in tariff classification” or /and “regionadllue content”
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APPENDIX 2 Chilean questions to HKC Report

Chile-Hong Kong, China Joint Study Group on
The Feasibility of a Free Trade Agreement

Questions by Chile on the Report by Hong Kong, Chia

Chapter |
I.1.A Macroeconomic Features

1. On page 6 of the Hong Kong, China report, inentioned that “...at the
fixed exchange rate of HK$ 7.80 to US$ 1”. We viblike to know more
about the fixed exchange rate policy, and how dbampact the HK$
guotation and the real exchange rates with othewrraies, say ¥ and €,
yuan? Have you taken any measures to use the yetwad of the HK$ for
the border trade with Mainland China?

[.1.B Structure of Trade Policy Formulation

2. It is also mentioned on page 8 of the Hong KdZigina report that “..it
may issue its own certificates of origin...”. Is Hokg@ng, China currently
issuing certificates of origin?

3. Understanding that Hong Kong, China is entittednegotiate trade
agreements, we would like to know if there are sopjects that are not
included under the concept of trade.

[.1.D Trade Laws and Regulations

4. On page 10 of the Hong Kong, China report, imsntioned that “the

cornerstone of ...... commercial policy is the rulesdshmultilateral trading

system under the WTO.” Could you elaborate on thesequences for the
Hong Kong, China trade policy?

5. Could Hong Kong, China please provide the tekttlee Banking
Ordinance referred in page 11, and of the Secsréied Futures Ordinance
and the Insurance Companies Ordinance referredga p2?
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[.2 Trade in Goods

6. Page 13 of the Hong Kong report says that “ jeds remained the
key driver in overall trade with the vibrant traflews of the mainland of
China”. How have these re-exports been impactethbycurrent financial
and international crisis?

|.3 Trade in Services

7. Please elaborate on the priority of the Hongd<dthina government
as far as the services industry is concerned perof trade.

1.5 Introduction of FTAs negotiated by each party

8. Regarding the Hong Kong / NZ Closer Economicrtrigaship
Agreement (HK / NZ CEP), could Hong Kong, Chinagse provide more
detailed information about the coverage intendedhie negotiation of
services and investment within the HK / NZ CEP dpkerefer to page 20, (d)
liberalization and promotion of bilateral investrtieand (e) liberalization of
trade in services)

9. Could Hong Kong, China please provide a hardyocopthe trade in

services, investment and movement of natural psrgwovisions of the
Closer Economic Partnership Arrangement (CEPA) esigrwith the

mainland of China, and of its annexes and its ®rpphts referred to the
same matters, referred in page 20?

10. Could Hong Kong, China please provide furtha&iormation about
CEPA's regulations on mutual recognition of profesal qualifications and
exchange of professional talents, referred in 2aje

2.3 Bilateral Investments

11. Page 27 of the Hong Kong, China report mentitres bilateral
investments. Do you have more information concegymiiong Kong, China
investments in South America and in Chile?

3.2.5 Technical Barriers to Trade
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12. Does Hong Kong, China have a mechanism ofduoation with the
different Government Agencies related to TBT isslike a National
Commission on TBT?

13. Does Hong Kong, China have some kind of mashanf coordination
with the industry related to TBT issues?

14. Has Hong Kong, China carried out some trairdagrses or capacity
building activities to the industry and/or to Gaverent Agencies related to
TBT issues?

15. How is the experience of Hong Kong, China regg to MRAS? Are
the MRAs costly to implement them? How does HongndgoChina
implement the “non-compliance™?

16. How is the process of notification and analysi received comments
regarding to technical regulations are establisidler Laws and, for this
reason, with the direct participation of the Corsgfe

17. Isthere any web site where you can findrétirmation about technical
regulation and conformity assessment procedures?

3. 3 Services
3.3.1 Measures Affecting Trade in Services

18. Could Hong Kong, China please provide the teft the
Telecommunications (Amendment) Ordinance 2003efsred in page 45?

19. Could Hong Kong, China please provide the tektthe Legal
Practitioners Ordinance, as referred in page 467

3.3.2 International Commitments Related to Services

20. Could Hong Kong, China please specify the camemts that it has
undertaken with mainland China in the CEPA thabggond Hong Kong'’s
services commitments under the GATS, as statedge g77?

3.4 Foreign Investment Regimes
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21. If applicable, could Hong Kong, China pleasevmle a hard copy of
the foreign investor manual or catalog edited byest Hong Kong or an
analogue institution, if such an instrument exists?

22. Could Hong Kong, China please provide furinésrmation about the
Innovation and Technology Fund and the DesignSindrative, as referred
in page 497

23. If applicable, could Hong Kong, China pleasevpge the list of the
countries with which is currently negotiating addral Investment Treaty /
Investment Promotion and Protection Agreement.?

24. With respect to investment, are there anyaratihich Chile normally
includes in its FTAs which Hong Kong, China coulat mclude in a future
FTA negotiation with Chile? If so, please indicateem as well as the
reasons for its exclusion.

3.6 Government Procurement
25. What is the size and structure of the GP mankidong Kong, China?

26. Does Hong Kong, China have special accessaiolidhd China’'s GP
market?

27. What is the Hong Kong, China evaluation of @GA so far? Have
they made use of it?

28. What is the Hong Kong, China opinion of theised text of the GPA
currently under discussion at the WTO?

3.7 Transparency

29. What is your mechanism to ensure an adeqaa& of transparency
regarding laws and regulations related to tradei® if ensured through a
web site, how often is it updated?

3.8 Movement of Business Persons

30. Could Hong Kong, China please provide furithé&rmation about the
Passenger E-Channels and its facilities, as refenrpage 537?
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31. Could Hong Kong, China please provide a deepptanation of the
Capital Investment Entrant Scheme, as referreage b3?

32. Regarding the “Entry For Employment” paragraptpage 53, could
Hong Kong, China please provide further informatiabout general
restrictions on employment of foreign nationalgsterritory?

3.9 Intellectual Property Rights

33. With respect to intellectual property, consilg that Hong Kong,
China is a member of the WTO but not an indepenawmber of
WIPO, are there any matters that Chile normal®judes in its FTAs which
Hong Kong, China could not include in a future Fh&gotiation with
Chile? If so, please indicate them as well as élasans for its exclusion.

4.2 Major Issues Covered in the Trade Agreemenignsid

34. Could Hong Kong, China please specify the rexté the enhanced
co-operation accorded with China in Trade and lmaeat Promotion in the
CEPA, as referred in page 61.

Other aspects: Cooperation

35. How do the Parties implement the cooperatigpects of CEPA on
different trade areas? What kind of cooperativievilies do you use to
carry out?
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APPENDIX 3 Certification rule 298 (in English)

REPUBLIC OF CHILE MINISTRY
OF ECONOMY, DEVELOPMENT

AND RECONSTRUCTION

APPROVES REGULATION FOR THE CERTIFICATION OF
ELECTRICAL PRODUCTS AND FUELS, AND REVOKES
THE DECREE THAT MENTIONS.

SANTIAGO, D.S.

N° PURSUANT

TO:

1°What has been informed by the
Superintendence of Electricity and Fuels in Official
Letter No. 3290, of 2005.

2°What is stated in Decree No. 77, of 2004 of the
Ministry of Economy, Development and
Reconstruction.

3°What is stated in Law No 18,410 of 1985 of
the Ministry of Economy, Development and
Reconstruction.

4°What is mentioned in article 60, of Law No.
18,681, of 1987, and

5° What is stated in article 32 No.8 of the Politi cal
Constitution of the Republic of Chile.

WHEREAS:

1° There is the need to unify, improve and update
the current certification procedures in the country
for electrical products and fuels, taking into
consideration the international experience and the
experience that has been acquired by the
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Superintendence of Electricity and Fuels on these
matters

2°lt is likewise necessary to set the requirements
and obligations of the different actors related with
the marketing and certification of these products.
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| DECREE:

FIRST ARTICLE : The following regulation has been approved for the certification of electrical
products and fuels:

CHAPTER |

SCOPE AND OBJECTIVES

Article 1. The objective of the present regulation is to establish the procedures for the
safety and quality certification of the electric products and fuels, hereon “products”, prior to its
commercialization within the country, and likewise to regulate the authorization of the
Certification Bodies, Inspection Bodies and Testing Laboratories.

Article 2nd. The dispositions in this regulation will apply to all fuel products that are
commercialized in the country and to those electric products that in accordance with the current
regulation must be submitted to a certification, prior to its commercialization, whichever its use
or field of application, likewise, to the importers, manufacturers and traders of them as well as
for the Certification Bodies, Inspection Bodies and Testing Laboratories.

Article 3 ™. The Superintendence of Electricity and Fuels, from now on, will be the
institution in charge of controlling and supervising the correct and timely fulfillment of the
present regulation.

CHAPTER I
TERMINOLOGY

Article 4 ™ For the purposes of the present regulation, the following terms have the
meaning that is indicated below:

4.1 Accreditation: Formal recognition of the technical competence of a Certification body,
Inspection Body or Testing Laboratory, to carry out specific tasks in the scope of the
present regulation. The accreditation is granted as the result of a satisfactory evaluation
and it is followed by a regular surveillaince.

4.2 Auditing: Systematic and independent documented process to obtain records, fact
declarations or any other information that is pertinent to verify the fulfillment of the policies,
procedures or legal requirements, within the scope of the product certification.

4.3 Quality: Degree up to which a set of inherent characteristics of a product fulfills the
requiirements that are established in a standard.

4.4 Certification:  Procedure by which a third party gives written assurance that a product
fulfills the requirements that are specified in a standard or any other regulatiorydocument.

4.5 Accreditation Certificate:  Document granted by an accreditation body that establishes
that the certificating body, the inspection body or the testing laboratory is accredited.

4.6 Certificate of Approval or Conformity: Document issued in accordance with the rules
of a certification system, in which it is declared that a product properly identified is in
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accordance to a specific standard or any other regulatory document.
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4.7 Follow-up Certificate: Document granted by a Certification Body, which assesses that
the production or batch of a product keeps ongoing conformity with the approved type.

4.8 Type Certification: Document granted by a Certification Body, that assessess that a
product that has been presented for testing complies with the Analysis/Testing Protocols
assigned by the Superintendence for that product.

4.9 Production Control: Exam based on the tests performed on samples taken at the
factory in the finished product stage, in order to verify that the production keeps ongoing
conformity with the approved Type.

4.10 Distinctive: ~ Acronym or mark of a Certificating Body that is used to show that a
product has been certified by this organization.

4.11 Type Testing : Conformity Testing based in one or more samples of a representative
product of the production.

4.12 Technical Specification: Document issued by the manufacturer that indicated the
characteristics of the product.

4.13 Label: Any wording, mark, image or other element, descriptive or graphics sign, written,
printed, stamped, lithograph, marked, embossed graving, photogravure, stick on or placed
in the packaging or on the product.

4.14 Manufacturer:  Natural or Juridical Person that elaborates or manufactures products.

4.15 Family of Products: Set of products of the same manufacturer, that have similar
characteristics of design, material, manufacturing, functioning, use, type of energy, that is
stored, transported, transformed or used for its functioning.

4.16 Importer: Natural or Juridical Person that introduces foreign goods into the country.
4.17 Insitu: Inthe place, in the site.

4.18 Tests Report: Document issued by a Testing Laboratory that registers the results of the
tests to which a product has been exposed to.

4.19 Inspection Report: Document issued by an Inspection Body that records the results of
the tests, measurements and verifications to which the product or family of products has
been submitted to.

4.20 Rejection Report: Document issued by a Certificating Body that establishes the
non-conformity of a product or family of products.

4.21 Inspection:  Set of measurement procedures, verification and testing performed by the
Inspection Bodieswith the purpose of corroborating that a product fulfills the specifications
that have been determined by the competent authority.

4.22 Commerce Inspection: Control performed to those that market the products, in order to
verify the fulfillment of the legal, regulatory and technical dispositions.

4.23 Testing Laboratories: Juridical person authorized by the competent authority to
measure, examine and test products in the facilities that have been authorized for this
purpose.

4.24 Lot or Batch: Determined quantity of units of a product.

4.25 Conformity Mark: Protected mark, applied or issued in accordance with the rules of a
certification system, indicating confidenceithat a product at stake is in conformance with
a standard or any other regulatory document.

4.26 Sample: Set of one or more products extracted randomly from a lot or batch, in
accordance with technical standards and current protocols.

4.27 Technical Standard: Document approved by a recognized body, that provides, for
common and repeated use , rules, guidelines, or characteristics for activities or its
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results, in order to achieve an optimal degree or order in a given context.
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4.28 Accreditation Body: Organization that manages an Accreditation System.

4.29 Certification Body: Juridical person that issues the corresponding approval or rejection
certificates, applying the third party certification systems established in the present
regulation.

4.30 Inspection Body:  Juridical person, that performs verification activities, measurements,
tests and inspection of products, in site, in accordance with the procedures that are
established by the Superintendence.

4.31 Standardization Body: Organization with national or international recognition and whose
main duty is the preparation and publishing of technical standards.

4.32 Fuel Products: Generic term that is used when referring indistinctively to artifacts,
accessories, cylinders, devices, tanks, materials, equipment, instruments and pipes, that
are used to free energy or to store, transport, expend and measure liquid or gas fuel, or
elements that are part of them. Are excluded products of aeronautics use, aerospace,
automotive, naval and equipments of electric generation over 500 KWatts.

4.33 Combined Products : Generic term used when referring to an artifact, device or
equipment that operates alternatively or simultaneously with electricity, gas or liquid fuel.

4.34 Electrical Products: Generic term used when referring to apparatus, artifacts,
accessories, equipment, instruments, devices, materials or machinery that use, store,
transport or isolate electrical energy, or elements that are part of them.

4.35 Protocol:  Technical document, through which the analysis and/or tests for products are
established, in order to verify that productscomply with the minimum safety and quality
requirements, based totally or partially, in technical specifications or in international,
regional or national standards.

4.36 Recognition: Administrative act by which the Superintendence recognizes foreign
documents in the scope of product certification.

4.37 Mutual Recognition: Bilateral or multilateral agreement between Countires, in which the
certificates, reports and in general all documents that are part of a product certification
system are recognized.

4.38 Technical Regulation: Is the provision thought which the competent authority, through an
administrative act, lays down the characteristics of a product or the processes and
production methods related with them, including the administrative provisions that are
applicable and which compliance is is mandatory. It may also include or deal exclusively
with  terminology, symbols, packing, marking or labeling requirements asthey apply to
a product, process or production method. Its elaboration, adoption and application is
responsibility ot the corresponding Ministries or institutionsduly autorhized for this
purpose..

4.39 Technical Service: Natural or Juridical person recognized by the manufacturer, importer
or traders, in order to perform maintenance and repair of the products.

4.40 Quality Control System: Techniques and activities of an operational character used to
satisfy the requirements related to the quality of the products.

4.41 Certification System: Set of established and recognized procedures, through which the
conformity of the products with the applicable standars or technical specifications is
determined..

4.42 Third Party Certification System:  System administered by a Certification Body
independent from the manufacturer, user, seller or purchaser.

4.43 Certification Request: Document through which a national manufacturer or an importer
requests the certification of a product to an organization that has been authorized for this
purpose.
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4.44 Type o prototype:  The basic unit manufactured in compliance with a standard or other
regulatory documents assigned by the Superintendence.
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4.45 Traceability: Capacity to follow the history, the application or the localization of everything

that

is under consideration.

CHAPTER 1l

CERTIFICATION SYSTEMS

5™ ARTICLE The certification of the products must be performed applying one of the

Systems layed out in the following Table I, based in the ISO/CASCO Guide

verification of conformity to standards and technical specifications”.

TABLE | -CERTIFICATION SYSTEM.

“Assessment and

Systems

Denomination

Description

Code

TYPE TESTING FOLLWED BY
THE REGULAR CONTROL OF
THE PRODUCTS

System based in the type
testing but with a certain
follow-up action, so as to
assess the ongoing
conformity of the subsequent
production.. The testing of the
factory samples implies a
regular control of the sample
models submitted to the type
testing, selected from the
production of the manufacturer,
before it is delivered to the

client.
The following cases may be
distinguished:

a) ISO/CASCO N°3 System for
products manufactured and
tested in Chile.

011

b) ISO/CASCO N°3 System for
products manufacturer abroad,
its type testing is performed in
Chile, and the subsequent
testing of the samples are
performed abroad

012

c) For products elaborated
abroad and that the type
testing and the testing of
samples of the subsequent
batches Are performed in
Chile.

013

TYPE TESTING AND
ASSESSMENT OF THE QUALITY
CONTROL OF THE PLANT AND
ITS ACCEPTANCE, FOLLOWED
BY THE SURVEILLANCE THAT
TAKES INTO CONSIDERATION
THE AUDITING OF THE
QUALITY CONTROL OF THE

System bases in the type testi
with evaluation an approval of tk
quality control measures of t
manufacturer, followed by

regular surveillance through t
inspection of the quality control
the plant and the testing

samples at the point of producti

ng,
ne
ne

ne

and at the market..
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PLANT AND THETESTING OF
SAMPLES AT THE POINT OF
PRODUCTION AND AT THE
MARKET.

The following cases can be
distinguished:
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a) ISO/CASCO N°5 System for
products manufactured and
tested in Chile

021

b) ISO/CASCO N°5 System for
products manufactured abroad,
and in which the type testing is
performed in Chile and the
testing of the subsequent plant
samples are performed for
Chile abroad

022

LOT TESTING

The lot testing is a system by
which a lotof products or of a
family of products is submitted
toa sample testing as a result
of which a verdict is issued
regarding the compliance to the
specification

(ISO/CASCO N°7 System).

031

100% TESTING

The 100% testing is a system
in which each and every one of
the products are tested,
according to the requirements
established by the
Superintendence through the
analysis and or testing
Protocols

The following cases may be
distinguished:

a) ISO/CASCO N°8 system for
products with testingl in Chile

041

b) ISO/CASCO N°8 System for
products tested “in situ” in
Chile.

042

c) ISO/CASCO N°8 System for
products manufactured and
tested abroad

043

TYPE TESTING, FOLLOWED BY
AUDITSOF THE QUALITY
SYSTEM OF THE
MANUFACTURER

System based on the type
testing , followed by annual
audits of the quality control
system used by the
manufacturer. The following
cases are distinguished:

a) ISO/CASCO N° 1 System
(Type testing) followed by
annual audits of the quality
control system used by the
manufacturer, in Chile.

051

b) ISO/CASCO N°1 System
(Type testing) in Chile, followed
by annual audits of the quality
control system, abroad.

052

SPECIAL

System based in the
recognitionof the type

061
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certificate,approval certificates,
quality seals and conformity
marks, issued by certificating
bodies with domicile abroad,
followed by a sample extraction
of the lot or batch,which is
submitted to the analysis and/or
tests established in the
corresponding Protocols

MUTUAL RECOGNITION 071

System based in the mutual
recognition regarding
certification matters of electrical
and fuel products between the
State of Chile and one country
or a group of countries, and it
will be governed followingthe

technical standards and
regulations accepted by the
Parties.

In the systems 1 case b), 2 case b), 4 case ¢) and 5 case b), the analysis and/or tests
performed abroad, must be carried out by authorized Testing Laboratories, following what it is
layed out in article 18 of the present regulation, in accordance to the respective protocols.

In system 1, the products may be commercialized, only if the have the corresponding Type
testing and Follow-up Certificate, issued by an authorized Certificating Body.

In system 2, an evaluation and approval of the quality control system of the manufacturer must
be performed at least once a year, the result of which must be reported in writing to the
Superintendence, in a term that must no exceed thirty days from when it was carried out.

System 4, case b), may only be used to certify products of a sole type, in accordance to the
testing protocols.

Those manufacturers that have previously certified their products through Certification System
2 of the previous table, for a period not less than 5 sequential years, may use system 5. The
certification body must perform at least 2 audits per year of the quality control system of the
manufacturer and the results must be informed in writing to the Superintendence, in a period of
no more that thirty days from when the audit was performed.

System 6 must follow what is stated in Articles 21 and 22 of these regulations.

201



Chapter IV

GENERAL PROCEDURE FOR THE CERTIFICATION OF PRODUCTS

Article 6 Whatever the origin of the products, these must be certified prior to their
marketing in the country, through one of the certification systems indicated in Article 5 of the
present regulation, in accordance with the testing protocols established by the Superintendence.

Article 7 - The testing protocols will be established by the Superintendence through
resolutions and will be based on standards or or technical specifications, either national or
foreign.

Article 8 -The Certificate of Approval will only be granted by an authorized Certification
Body or by one recognized by the Superintendence, for a product or for a specific family of
products.

Article 9 - In case that it is not feasible for a product to be certified in accordance with any
the certification systems indicated in Article 5 preceding, due to the absence of a Certification
Body authorized for such purposes, the Superintendence may authorize, by means of a founded
resolution, the marketing of such product, in which case the interested party must specifically
request it from the Superintendence, and comply with the following requirements.

l.- Foreign Product_

a) Identification of the petitioner: Full name or corporate name, Rut and address
in Chile. In the case of a juridical person, a certificate of validity of the
partnership, name and Rut (tax Id Code) of the legal representative and the
document in which the legal capacity is proven as part of the identification.

b) Individualization of the product

c) Entry Declaration to the country presented at the National Customs Service

d) A copy of the foreign certificate of approval, duly legalized by the Consulate of
Chile in the country in which the certificate was issued.

e) The document granted by an Accreditation Body, which accredits that the

certification body issuing the certificate indicated in letter d) preceding, is
accredited in the corresponding scope.

The Accreditation Body must be a signatory of the multilateral agreement of
recognition of the IAF: International Accreditation Forum.

f) A copy of the standard(s) or foreign technical specification (s) used for the
certification of the products.

Q) User, maintenance and installation manual, whichever one applies, in
Spanish,

h) In the case of presenting a Type Certificate only, the background information

indicating that it has undergone a process of quality control in its
manufacturing stage must be submitted, this quality control of the process
must be done by a quality certification body that has already been accredited.

Once the background information has been evaluated and whenever it is required, the
Superintendence will enact a resolution by which the marketing of the foreign product
requested is authorized. For the effects of controlling the authorization that has been
issued, the importers must on a monthly basis remit to the Superintendence the
information regarding the new batches of the imported product, as long as there have
been entries during the period.,enclosing all information requested in letters b and c of
this Article.
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The authorization to market referred to in the in the preceding Article will have a validity of
eighteen months without detriment to a request for its extension. This will be granted for a
period no longer than twelve months, in regards to the merit of its background information.

1)} National Product

a) Identification of the petitioner: Full name or legal name, Rut and address. In the
case of a juridical person, validity certificate of the partnership, name and RUT of
the legal representative and document that proves the legal capacities.

b) Individualization of the product.
C) Standards or technical specifications used in the elaboration of the
products

d) User, maintenance and installation manual, whichever one applies.

e) Background that demonstrates the existence of quality control in the manufacturing
process, which should be performed by an accreditted quality control systems
certification body

Once the background information has been evaluated and whenever it is required, the
Superintendence will enact a resolution by which the marketing of the national product requested
is authorized. For the effects of controlling the authorization that has been issued, the national
manufacturers must on a monthly basis remit to the Superintendence the information regarding
the production, as long as there have been movements during the period indicating amount,
brand and model of the product

The authorization to market referred to in the in the preceding Article will have a validity of
eighteen months without detriment to a request for its extension. This will be granted for a
period no longer than twelve months, in regards to the merit of its background information.

Article 10 -The minimum content of the request forms, certificates and other documents
referred to in the present regulation will be established upon by the Superintendence.

Article 11 -The products certified in accordance with the present regulation must contain labeling,
which will be determined by the Superintendence.
Chapter V

ABOUT THE IMPORTERS, NATIONAL MANUFACTURERS AND TRA DERS

Article 12 The importers and national manufacturers will htéhe responsibility and obligation to
comply with the following:

a) To certify the products before their marketing in the country, through a Certification body
authorized by the Superintendence, in accordance to one of the Certification Systems
indicated in Article 5 of the present regulation as appropriate, except in those cases
mentioned in Article 9 of the present regulation.

b). In the case of importers who opt to certify their products according to the Certification
Systems 1, case b), 2 case b) and 5 case b) or of national manufacturers who opt to certify
their products according to the Certification Systems 1 case a). 2 case a) and 5 case a), all
of them mentioned in Article 5, must bear the type approved by the Certification Body, for a
period no less than two years, counting this from the date of the last sale billing of the
corresponding product. The type approved must remain sealed and in optimal maintenance
condition.
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Notwithstanding the previous point, for well-founded reasons, the interested party may
request the authorization from this Superintendence to maintain the type approved for a
period that is less than that previously mentioned.

c). To provide its clients and users in general, along with the product and in accordance
with the current regulation and in Spanish, the following information:

l. Installation Instructions

I. Maintenance instructions.

IIl.  Instructions for a safe use.

IV. Label

V. Certificate of approval of the product.

d). For those products that, due to their use, require maintenance, the national
manufacturers and importers must have Technical Services to provide for this service.

e). Inform the Superintendence in writing of the final destination of the products included in
the rejection reports issued by the respective certification body, in a period that must not
exceed ten working days starting from the issue date of the mentioned report.

Article 13 -1t will be the responsibility of the final traders to comply with the following:
a). To verify that the products they are going to sell contain all that is mentioned in letter c)
of the preceding Article.
b). To guarantee that, previous to their marketing, the products are kept in good condition.
¢). To maintain to disposition of the general public, notwithstanding the sale system to be
used, the following information:

- Certificate of Approval of the product or Resolution of authorization issued by the
Superintendence.
- Identification of the Technical Service Authorized if, pertinent.

It will be understood as traders those importers and national manufacturers who carry out sales to

the end customer, client, user, in which case they must also comply with all that is specified in
the presentcurrent Article.

Chapter VI

OF THE AUTHORIZATION AND OBLIGATIONS OF THE CERTIFI CATION BODIES, THE
INSPECTION BODIES AND TESTING LABORATORIES.

Article 14. Those parties interested in developing activities as Certification BodyOrganizations,
Inspection Body or | Testing Laboratory, or in widening their scope of action, must comply with
the following requirements:

a). To have a juridical capacity

b). To have a valid Accreditation Certificate, for the corresponding scope.

c¢). To have the infrastructure, equipment, instruments, devices and technical standards which
guarantee that the activity that is being requested to be developed is in accordance with
the procedures established by the Superintendence.

d). To have the skilled personnel, in accordance with the requirements established by the
Superintendence.

e). To have the valid authorization from the Superintendence, in the case of requesting
extensions of the products.
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f). That the requesting party has not been sanctioned, prior to its petition, with the revocation
of its authorization to certify, inspect or test products.
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The request for authorization must be submitted in writing to the Superintendence and must at
least, have the following:

- ldentification of the petitioner

- Acertificate of validity of the company, if pertinent.

- Accreditation certificate.

- Legal capacity of the legal representative of the company.

- Experience in matters involved in the present regulation.

- Definition of the activity requested to be performed.

- Detall description of the equipments and instruments to be used, either owned or the
property of a third party, if pertinent.

- Detailed competence of all personnel and especially of those whom will act as technically
responsible before the Superintendence.

- Detail description of the infrastructure that will be used, in accordance with the activity
requested to be performed.

- In general, all the background information, which will prove that it complies with the
requirements established in the first paragraph of this article .

Article 15. Once the background information is evaluated and whenever pertinent, the
Superintendence will enact a resolution by which the interested party is authorized to act as a
Certification Body, Inspection Body or Testingl Laboratory, if appropriate and for the products
indicated in it.

Article 16 . Notwithstanding what has been established in other dispositions, are duties of the
Certification Body, Inspection Body or Testingl Laboratories authorized by the Superintendence
the following:

a). To issue the certificates of approval, rejection reports, inspection or test reports, if pertinent
and in accordance with the present regulation and the complementary resolutions
generated by this.

b) To inform the Superintendence of the revocation of its Certificate of Accreditation, within a time
period of no more than 10 working days from the date in which the fact was acknowledged.

c) To let the Superintendence know of the expiration of the validity of the mentioned Certificate,
thirty days before its expiration.

d) To have a permanent file of the certificates of approval, rejection reports, inspection reports or
test reports issued by them. These documents must remain in custody during a term no less than
five years from the date of their issuing.

e) Request from the Superintendence the enabling or change of competent professional,
individuals whom will sign certificates, rejection reports, inspection reports or test reports.

f). Maintain the necessary conditions for the adequate development of the activities for which it
was authorized.

g). Inform to the Superintendence, within a period not over ten working days, of any change in the
background information that served as a basis for the granting of the authorization.

h). Remit to the Superintendence, in the manner and time period it determines, the information
related to the requests for certification; certificates of approval, Inspection or Test Reports ,
and rejection reports, if pertinent.

i). Inform to the Superintendence in writing of any situation which might prevent it from
developing its activities totally or partially, within the time period of 15 working days,
counted from the moment in which it was unable to develop the activities for which it was
authorized by the Superintendence.
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j). Have a program of verifications and calibration of the equipment and instruments and keep
to this effect a log of the compliance.

k). The Certification Bodies must also send a copy of the Rejection report to the
Superintendence within a time period not over to five working days from the date of the
issue of the report.

Article 17 -The Certification body, besides from what has been established in the previous
Article, must also comply with the following obligations:

a) To abstain themselves from certifying a product in which there was an involvement in the
design process.

b). To abstain themselves from certifying products manufactured or imported by natural or
juridical persons who have bonds with any one of the partners or administrators of the
organization, their spouses and relatives (up to the second degree of affiliation, who
keeps bonds as, manager, director, representative, administrator or main holder of at
least 10% of any type of rights of the partnership. Likewise, the certification service will
not be lent to corporations with which there is a relationship with the main partnership,
affiliate or similar within the terms of law No. 18,046.

Article 18. The Superintendence may authorize that Certification Bodies that have their address
in the country, to issue certificates of approval and rejection reports, using the reports of the
Inspection Bodies or Testing Laboratories with address abroad, through the celebration of
agreements or rendering of services, for products specifically indicated in the resolution that
authorizes them to do so. The interested party must accompany its request with a Certificate
granted by an Accreditation Body that will clearly specify that the Inspection Body and/or the
Testing Laboratory is accredited.

The Accreditation Body must be signatory of thé&@: multilateral agreement of the
International Laboratory Accreditation Corporation.

Article 19 The Inspection Bodies and Testing Laboratories interested in making use of the
infrastructure, equipment and instrumentes of third parties must submit a request to the
Superintendence, along with at least the following:

a) The data and background information indicatedrticle 16 of the present regulation..

b) A duly legalized copy of the contract amongtiear

Article 20 The authorization to make use of the infrastructure, equipment and instrumentes
owned by third parties will be granted by resolution of the Superintendence.

CHAPTER VII
RECOGNITION OF FOREIGN CERTIFICATES

Article 21- Those parties interested in trading products having certificates issued abroad
may opt for the Special System of Certification, submitting to the Superintendence at least the
following background information:

a) ldentification of the petitioner: Name and Legal Name, Rut and address. In the case of a
juridical person, a certificate of the validity of the company, name and Rut of the Legal
Representative and the document accrediting its legal capacity.

b) List of the products whose certification is requested to be acknowledged.

¢). Individualization of the certification body that issues the foreign certificate.

d). Document issued by an accreditation body which proves that the mentioned body issuing
the certificates has the competence required to certify the products.
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The accreditation body must be signatory of the multilateral agreement of the IAF:
International Accreditation Forum

e). A copy of the standard or foreign technical specification used to certify each product in
particular.

Once the background information has been evaluated and having determined that the technical
standards or specifications submitted comply with those established in national protocols, the
Superintendence will issue a Resolution by which the identification of the issuing body of foreign
certificates is specified, the listing of products authorized for certification and the standards and
technical specifications applicable to each product. This resolution will be an essential
requirement for the later issuing of the certificate that establishes the conformity of the lot by the
certification body.

Article 22 - In order to issue the certificate of approval, the national certification body must
validate that the importer provides it at least with the following background information:

a). A copy of the resolution issued by the Superintendence indicated in the previous Article.
b). A copy of the certificate of the product duly authenticated by the Consulate of Chile in
the country in which the certificate was issued.
¢). Instructions manual, maintenance and installation of the product, if necessary, in Spanish.

Once the request has been submitted by the importer in the terms previously mentioned, the
certification body will verify that the certificate is valid and that it is within the scope of the
resolution issued by the Superintendence. It must also confirm that the issuing institution of the
certificate maintains the accreditation referred to in letter d) of Article 23.

Once the compliance of previous conditions has been verified, the tests of the products will be
carried out in accordance with the protocol applicable to them.

CHAPTER VIII
TESTS

Article 23 - Tests established by the Superintendence will be performed to the products. These
tests will be carried out in accordance to protocols of tests duly enforced, which must at least
contain the following:

- Reference standards

- Applicable legal disposicitons.

- Scope of the protocol.

- Tests according to the reference standards.

- The samples and tests for each one of the certification systems applied to the product.
- Marking

- Label, if it appropriate.

Article 24- The tests  established by the Superintendence can only be performed by authorized
Inspection or Testing Laboratories.

Article 25 -The regularity and size of the sample will be those established in the Testing
Protocols.

Article 26 - If a product were to be rejected by an Authorized Certification Body and the
petitioner of the certification requires a new certification to another certification body, the
petitioner will be obliged to inform in its new Certification request of the previous rejection,
attaching a copy of the rejection report to the new request.
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CHAPTER IX

PENALTIES AND FINES

Article 27 - When referring to national manufacturers, importers and traders of electric
products and fuels, and notwithstanding whatever is established in other resolutions, the following
behaviors are considered to be subject to fines:

a). Market products without their respective Certificate of Approval.
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b). Market a product with a Certificate of Approval that does not belong to the product.
c). Forge or alter a Certificate of Approval.
d). Market a product without the respective mark, label or safety warning, in
accordance to current technical regulations..
e). Market a product without its respective Instructions Manual, written in
Spanish, for all those products which, by their use and characteristics may
require it, in accordance with the current technical regulations..
f). Forge or alter the marking, labeling or safety warning of the Certification
Organization.

Article 28 -When referring to Certification Bodies, Inspection Bodies or Testing Laboratories and
notwithstanding what is established in other resolutions, the following behaviors are subject to
sanctions:

a) To certify products based on the reports of inspection bodies and/or testing
laboratories not authorized by this Superintendence

b) To certify products respect of which there has been participation in its design.

c) Issue Approval Certificates with incomplete or erroneous information.

c) Inspect, test or certify products for which no authorization has been granted
according to current regulations.

e) To not comply with the verification and calibration programs of the
measurement instruments and reference patterns.

Article 29 -The infringements to the current regulations will be punished in accordance with what
establishes Law 18,410 and in the Supreme Decree No0.119 of 1989 of the Ministry of Economy,
Development and Reconstruction

SECOND ARTICLE: The Executive Order No. 399 of 1995, of the Ministry of Economy,
Development and Reconstruction and its amendments, as well as with all other resolutions
clashing with what is established in current regulations is revoked..

TRANSITORY DISPOSITIONS

UNIQUE ARTICLE-The present regulation and the revocation ordered in the Article Second will
become effective one year after this decree has been published in the Official Gazette.

TO BE NOTED, RECORDED AND PUBLISHED IN THE OFFICIAL GAZETTE

RICARDO LAGOS ESCOBAR
President of the Republic

JORGE RODRIGUEZ GROSSI
Minister of Economy , Development and
Reconstruction
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APPENDIX 4 Decree 77 (in English)

[seal -- Chief,

For. Trade Dept.]
REGULATIONS IMPLEMENTING
TITLE | OF LAW 19,912 AND
REQUIREMENTS FOR THE
PREPARATION, ADOPTION AND
APPLICATION OF TECHNICAL
REGULATIONS AND CONFORMITY
ASSESSMENT PROCEDURES

[seal — Legal Counsel]

SANTIAGO, February 25, 2004

No. 77 1

PURSUANT TO: Article 32(8) of the Political Constitution dfie¢ Republic of
Chile; the Agreement on Technical Barriers to Trafithe World Trade Organization,
which resulted from the Uruguay Round of Multilatefrade Negotiations ratified by the
Chilean Congress and promulgated through SupreraeeB&o. 16 of 1995 of the
Ministry of Foreign Relations; and Article 5 of LaMo. 19,912 bringing said legislation
into compliance with the World Trade Organizatiogréements signed by Chile; and

WHEREAS:

The Ministry of Economy, Development and Recordion is the Chilean entity
responsible for administering the World Trade Oigation Agreement on Technical
Barriers to Trade (“TBT Agreement” of Annex IA dfea WTO Agreement), hereinafter
the TBT Agreement, and the Point of Contact ontéikd or regional agreements relating
to these subjects;

It is necessary to ensure fulfillment of the obatigns derived from this
Agreement and related bilateral or regional agredsnen the preparation, adoption and
application of technical regulations and the reipeconformity assessment procedures;

It is necessary to establish criteria for prepgradopting and applying the
technical regulations and conformity assessmertdgahares relating to those regulations
in order to ensure that they do not become unnapes=schnical barriers to trade.

T/R 03.06.04

[seal - REGISTRY [seal — Undersecretary
UNDERSECRETARIAT OF of Economy
ECONOMY, DEVELOPMENT [seal — REGISTRY w/ initials]
AND RECONSTRUCTION OFFICER w/
08 JUN 2004 initials]

PROCESSING DESK
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Chile-Hong Kong, China Joint Study Group on thedtality of a Free Trade Agreement (FTA)

DECREE
SCOPE

Article 1. These regulations shall be applied in the preparatidoption and
application of technical regulations and confornaiggessment procedures in a manner
consistent with the provisions of the TBT Agreement

The term “adoption” is used to refer to the pomtime at which the legal processing of
technical regulations and/or conformity assessmpetedures has been completed and
they are published in the Official Gazette.

The word “application” is used to refer to the gamtime as of which compliance with a
technical regulation or conformity assessment ptoce may be required.

In the event that laws establish special procedtiesdecree shall be applied on a
supplemental basis.

The following definitions shall apply for the puigeEs of this decree:

Technical regulation: A directive,compliance with which is mandatory, whereby the
competent authority, through an administrativeaxtestablishes the characteristics of a
product or the production processes or methodsnglto the product, including
applicable administrative provisions. It may alscude, or exclusively address,
requirements in the areas of terminology, symhmaskaging, branding or labeling
applicable to a product, production process or oekth Preparation, adoption and
application shall be the responsibility of the spve Ministries or agencies duly
authorized for this purpose.

Conformity assessment procedure: Any procedure used, directly or indirectly, to
determine that relevant requirements for techniegiilations are fulfilled. Conformity
assessment procedures include procedures for sagnfasting and inspection;
evaluation, verification, and assurance of conftynand registration, accreditation and
approval, whether separately or in different corabons.

PRINCIPLES

Article 2. When technical regulations and/or conformity assest procedures
are needed and relevant international standardadtrexist or their final formulation is
imminent, the Ministries or agencies duly authatize adopt them shall use those
international standards or the relevant parts eftlas the basis for their technical
regulations or procedures except in the case wheie institutions believe that those
international standards or the relevant parts tifexee not an effective or appropriate
means for achieving legitimate objectives pursudtishall be understood that the
adoption of international standards as nationdiliBithe requirements of this article.
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Article 3. Technical regulations and/or conformity assessmestedures shall
not restrict trade more than is necessary to aelagitimate objectives, taking into
account the risks that not achieving them wouléigre Such objectives include national
security requirements, protection of human healtsafety, protection of animal or plant
life or health, or protection of the environmentloe prevention of potentially deceptive
practices. Relevant elements to be considered whainating these risks includeter
alia, available scientific and technical informatioelated processing technology or the
intended end uses of products.

Article 4. Technical regulations shall be prepared, adopteldh@plied so that
imported products are accorded treatment no lessdhle than that accorded to like
products of national origin and to like productgyorating in any other country. In
addition, conformity assessment procedures shaltéeared, adopted and applied so as
to grant access to suppliers of like products nating in other countries under
conditions that are no less favorable than thoserded to the suppliers of like products
of national origin or like products originatingamy other country, under comparable
circumstances.

Article 5. Whenever appropriate, technical regulations baseoroduct
requirements shall be defined on the basis of ptiggan terms of product performance
rather than on the basis of product design or g#sae characteristics.

PROCEDURES

Article 6. The preparation, adoption and application of tezimegulations
and/or conformity assessment procedures, as walnandments thereto, shall be subject
to the following provisions:

€) Except as provided in Article 7, the Ministnyagency with regulatory powers
shall publish, through a notice placed in a commatimns medium with national
distribution or on its web site, the draft techihiegulation or conformity assessment
procedure it is proposing to adopt.

(b) The above-mentioned notice must include, atehst, an abstract of the draft
technical regulation or conformity assessment gtoceand in such case must indicate
the place where the complete text can be consulfBde abstract must indicate the
purpose of the draft regulation or procedure aedé&asons for the approach adopted.
Copies of the abstract and the draft regulationtrauthe same time be submitted to the
Ministry of Economy, Development and Reconstrucfmmthe purposes established in
Article 9.

(c) As of the date the notice indicated in (a) absvpublished, the competent
authority must keep on file for access by intergtarties a report which must contain a
succinct explanation of the purpose of the meathateit wants to implement and its
content; of the alternatives considered and theoreafor rejecting them; a description of
the advantages and disadvantages and technicddifiéasf verifying compliance with
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the measure; and the existence of applicable iatemmal standards on the subject.

(d) The notice indicated in (a) above must be @higld sufficiently in advance of the date
the measure is adopted so that anyone can subittégmecomments within a period of no
less than 60 days, attaching any background mblteriar she deems necessary.

The Ministry or agency with regulatory powers slaadblyze and take into account said
written comments. In addition, it must make aua#ao the public the responses to any
significant comments it received, at the same &aséhe final technical regulation or
conformity assessment procedure is published.

Notwithstanding the provisions of the precedingagaaph, the competent authority shall
in no way be required to provide confidential imf@tion whose disclosure could
constitute an obstacle to compliance with laws)a¢be otherwise contrary to the public
interest, or could damage the legitimate commenmatatests of public or private
companies.

(e) Technical regulations and/or conformity assesgrprocedures must allow a
reasonable time between the date of their adopmaitheir application. A reasonable
time shall be understood to mean a period of r®tlesn six months, except when this
would be an ineffective means for achieving legiienobjectives.

Article 7. In the event that duly substantiated urgent @wisl relating to safety,
health, environmental protection or national ségLatise or threaten to arise, the
Ministry or agency with regulatory powers may othi steps provided for in the
preceding article and must inform the Ministry @oBomy, Development and
Reconstruction that the regulations are being ot éffect.

Article 8. Notwithstanding the provisions of the precedinirks, once technical
regulations and/or conformity assessment procechaes been adopted in the cases
indicated in that article, the competent authamityst provide sufficient opportunities for
anyone to submit written comments, attaching thek@p@und material he or she deems
necessary.

The Ministry or agency with regulatory powers slaadblyze the comments received and
take said written comments into account. In addijtit must make available to the
public responses to any significant comments itiresd.

Article 9. The Ministry of Economy, Development and Recortiom must
comply with the relevant measures for notifyingestmembers of the World Trade
Organization of draft regulations and/or confornagsessment procedures and for
receiving comments from them, as established ircl&r2, paragraph 9; Article 3,
paragraphs 2 and 3; Article 5, paragraph 6; anitlar?, paragraphs 2 and 3 of the TBT
Agreement, as applicable.

Except in the cases indicated in Article 7, thassnhical regulations and/or conformity
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assessment procedures that are reported to thel Wade Organization in accordance
with the above-mentioned provisions may be issyetthé authorized agencies only after
at least 60 days have elapsed since they weretegjorthe WTO by the Ministry of
Economy, Development and Reconstruction, which eskeall be reported on a timely
basis by that Ministry.

Under the situations described in Article 7, thenigliry of Economy, Development and
Reconstruction must comply with the measures fponteng regulations and/or
conformity assessment procedures and receiving @msnas established in Article 2,
paragraph 10; Article 3, paragraphs 2 and 3; Axticlparagraph 7; and Article 7,
paragraphs 2 and 3 of the TBT Agreement, as afiyiica

Article 10. Technical regulations and/or conformity assessmpetedures must
include the following information, as applicable:

(a) Identification of the product, including itsaskification according to the Harmonized
Commodity Description and Coding System (HS), drdgurpose of the measure;

(b) Specifications and characteristics relatintheproduct, method or process
established in the regulations in accordance wstpurpose;

(c) Conformity assessment methods;

(d) Data and other information products must digpda if not applicable, then packaging
or packing and labeling requirements, as well assthe and characteristics of the
various labels, as appropriate;

(e) The degree of conformity with internationalrgtards and guidelines used as the
basis for preparing them;

(H Designation of the institution or institutiottsat will monitor compliance with the
regulations, with the understanding that this rezaent is also considered satisfied
when the technical regulation makes referencentedegal provision in which the
supervisory institution is identified; and

(g) Other information deemed necessary for thegropderstanding and scope of the
regulation.

The requirement of including one or more of thengeof information identified above
shall be considered to have been met when thegoatained in one or more of the
standards to which the technical regulation or conity assessment procedure makes
reference..
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Article 11. Technical regulations and/or conformity assessmpestedures that
are adopted must have the following supporting demtation, which shall be available
to anyone who requests them:

(a) Technical bases for the authority’s decisiaoluding the targeted policy objectives
and a description of how the technical regulatidiha@ntribute to their achievement;

(b) Description of the options analyzed by the oasible authority and their advantages
and disadvantages, including background informatatetting to the most relevant
international practices, as well as reasons expigitihe decision that was made;

(c) Process for receiving comments, including adpson of the stages in the process
starting with the published notice that initiatléé process, [and] a list of institutions
that participated in the preparation of the techiniegulation;

(d) A description of changes made to the origimaftdas a result of the comments
process;

(e) Adescription, at least in qualitative termisthe potential impact on the domestic
market, costs of implementation, and complianceitodng costs;

() Adescription, at least in qualitative term§ttee impact on small and medium-sized
enterprises, as applicable; and

(g9) The responses to the comments received durageriod for commenting, in
accordance with the provisions of Article 6(d) #&wtcle 8 of this Decree.

TO BE NOTED, RECORDED AND PUBLISHED IN THE OFFICIAL GAZETTE.

[seal -
Undersecretary

of Economy]
[seal — Ministry of Economy,
and Energy]
/sl Isl

RICARDO LAGOS ESCOBAR JORGE RODRIGUEZ GROSSI
PRESIDENT OF THE REPUBLIC MINISTER OF ECONOMY & EHRGY
Transcribed for your information.
Respectfully,

[seal — Ministry of Economy, /sl

Development and Reconstruction

Undersecretary] ALVARO DIAZ PEREZ

Undersecretary of Economy,
Development and Reconstruction
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APPENDIX 5 Answer concerning maritime transport
|.3 Trade in Services

Page 35 of the Chilean report sets out that nsgaports in Chile are
owned by the State but concessions have incregsyngtn to private
operators. Further, involvement of the State andba ports does not

in any way preclude private participation. In thegjard, we would
like to know -

(a)what is the current policy in granting concessio private operators
in the operation of sea port and port-related sesziand

(b) whether local and foreign services providel®ethe same treatment
in applying for / obtaining / exercising the corngiea?

ANSWER:

(a) The process of concessions is done throughhbcpendering with
specific terms of references. For granting conoessito private
operators, the acting Law requires for naturaluoidjcal persons to be
established in Chile. A specific juridical persanneeded to obtain a
concession. The concession will be granted for B@ry with the
possibility of extending to 30 year under certaonditions.

(b) For applying for /obtaining/exercising the cession, there is no
discrimination between Chilean or Foreign.
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APPENDIX 6 Chilean interpretation of the administrative
separation of HKC

Chile’s Interpretation regarding Hong Kong SpecialAdministrative Region
(HKSAR) of the People’s Republic of China

The Basic Law is the main constitutional documenvegning the HKSAR of the
People’s Republic of China.

In this respect, the Basic Law establishes thecjpia of “one country, two systems”
which considers that HKSAR is a local administratregion which comes directly under
the Central People’s Government of China, andlawal it to enjoy a high degree of
autonomy.

Consequently, the Basic Law provides that the HKSA&y on its own maintain and
develop relations and conclude and implement ageatstwith foreign states, regions
and relevant international organizations in therappate fields, including the economic,
trade, financial and monetary, shipping, commuriooat tourism, cultural and sport
fields.

However, while HKSAR enjoys a high degree of autagdo negotiate and conclude
FTAs on its own using the name Hong Kong, Chirne tact that Hong Kong is not a
sovereign state needs to be recognized. Therdfondew of its non-sovereign status,
there are areas that could not be included in ailplesChile — Hong Kong China FTA
which may carry sovereignty implications and wouetjuire a separate and formal
authorization from the Central People’s Governn@ntChina. In this respect we have
identified the following areas: any reference toitery; with respect to investment, any
reference to expropriation and compensation pronssiregarding intellectual property,
any none trade related matter.
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