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I ntroduction

1 In March 1994, the Government of Estonia requested accession to the General Agreement on
Tariffs and Trade (GATT 1947). At its meeting on 23-24 March 1994, the GATT Council of
Representatives established aWorking Party to examine the application of the Government of Estonia
to accede to the Generd Agreement under Article XXXII1, and to submit to the Council recommendations
which may include a draft Protocol of Accession. Membership of the Working Party was open to
all contracting parties indicating the wish to serve onit. In pursuance of the Ministerial Decision of
14 April 1994 on Acceptance of and Accession to the Marrakesh Agreement Establishing the World
Trade Organization (WTO) and to the decision of 31 May 1994 of the Preparatory Committee for the
WTO, the Working Party examined the application of Estoniafor membership inthe WTO and agreed
to pursue the market access negotiations for goods, including an agricultural country schedule, and
for services. TheWTO Agreement entered into force on 1 January 1995. In pursuance of the decision
adopted by the WTO Genera Council on 31 January 1995, the GATT 1947 Accession Working Party
was transformed into aWTO Accession Working Party. The terms of reference and the membership
of the Working Party are reproduced in document WT/ACC/EST/7.

2. The Working Party met on 25 November 1994; 6-7 June and 14 November 1995; 28 March
and 18 September 1996; and ............. under the Chairmanship of H.E. Mr. D. Kenyon (Austraia).

Documentation

3. The Working Party had before it, to serve as abasis for its discussions, a Memorandum on
the Foreign Trade Régime of Estonia (L/7423) and the questions submitted by Members on theforeign
trade régime of Estonia, together withtherepliesthereto, and other information provided by theEstonian
authorities (L/7529 and Addenda 1 and 2, WT/ACC/EST/2, WT/ACC/EST/4, WT/ACC/EST/9 and
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Corrigendum 1, WT/ACC/EST/11 and WT/ACC/EST/12). The Government of Estonia made available
to the Working Party the following documentation:

- The Customs Law of 24 September 1993;

- Law on Amending the Customs Law of 1 December 1993;

- Law on Foreign Relations of 16 November 1993;

- Law on Competition of 7 July 1993;

- Law on the State Border of 30 June 1994;

- Law on State Budget (amended version of 20 April 1994);

- Law on Municipal and Town Budget of 28 June 1993;

- Law on Corrdation between Municipa and Town Budgets and the State Budget (amended version
of 2 February 1994);

- Law on Privatization of 7 July 1993;

- Law on Export and Transit of Strategic Goods of 21 April 1994;

- Law on Amending the Law of the Central Bank of the Republic of Estonia of 20 April 1994;

- The Food Law of 9 February 1995;

- The Law of the Republic of Estonia on Foreign Investments;

- Statutes of the Estonian Foreign Investment Agency (9 May 1994);

- Law on Bankruptcy of the Republic of Estonia of 10 June 1992;

- Law on Taxation of 29 December 1993;

- Law on Amending the Law on Taxation of 30 March 1994;

- Income Tax Law of 21 December 1993;

- Law on Land Tax of 12 May 1993;

- Law on Loca Taxes of 10 October 1994;

- Law of the Central Bank of the Republic of Estonia of 31 May 1993;

- Law on Motor Vehicle Excise Tax of 8 February 1995;

- Law on Alcohol Excise Tax (with 1994 amendments);

- Law on Tobacco Excise Tax (new version of 13 July 1994);

- Law on Revenue Stamps of 28 March 1994;

- Law on Vaue Added Tax (amended version of 30 June 1994);

- Law on Customs Vauation of 8 February 1995;

- A draft Law on Public Procurement;

- Copyright Law of 23 November 1992;

- Patent Law of 30 March 1994;

- Utility Model Law of 30 March 1994;

- Law on Securities Market of 14 June 1993;

- Insurance Law of 18 November 1992;

- Memorandum on the Export Control System in Estonig;

- Rules of Origin in Free-Trade Agreements with the European Union, the Ukraine and the
Trilateral Free-Trade Agreement with Latvia and Lithuanig;

- Rules of Origin in Free-Trade Agreements with EFTA countries (Norway and Switzerland);

- Commerciad Code, consolidated on 12 June 1996;

- Law of Property Act, consolidated on 8 October 1996;

- Packaging Act of 3 May 1995;

- Medicinal Products Act, consolidated on 15 October 1996;

- Privatization in Estonia (summary);

- Economic bulletins.
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Introductory Statements

4, Therepresentative of Estonia noted that Estonia had been an observer to the GATT 1947 since
June 1992 and had accordingly witnessed the successful conclusion of the Uruguay Round and looked
forward toitsimplementation. Estoniahad adopted new lawsand regulations forming asolid legislative
foundation. Moreover, Estonias economy, which encouraged competition and an entrepreneurial spirit
through aliberal trade régime for agricultura and industrial products and openness regarding foreign
investment and foreign exchange, was expanding steadily. Estonids free and open market had been
underpinned by bilaterally binding and mutualy beneficia market opening commitments in trade
agreements covering more than two thirds of Estonia's trade. Bilateral free trade agreements had been
concluded with Latvia, Lithuania, EFTA countries, Ukraine, Czech Republic, Slovak Republic, the
European Union and Sovenia, and Estonia had trade agreements based on the GATT 1947 principles
with severa other countries. Having followed the code of conduct laid downby GATT 1947 principles,
full membership in the GATT 1947 and upon its entry into force in the Marrakesh Agreement
Establishing the World Trade Organization - was the one important missing aspect in Estonias trade
policy. Estoniaintended to join the multilateral trading system embodied in the WTO Agreement as
adeveloped country, fully aware of, and ready to assume, all the obligations and responsibilities this
entalled. Estonids accession to the WTO should, however, aso beviewed in the context of an overall
political objectiveto integrate with the European Union. The representative of Estonialooked forward
to the beginning of an active negotiating process which should be concluded by Estonia's accession

to the WTO in the very near future.

5. Members of the Working Party welcomed Estonid sinitid application for accession to the Generd
Agreement and, upon conclusion of the Uruguay Round, to the WTO. Therise in exports and foreign
direct investment were indicative of the relative success of Estonias liberal economic policies.
Membership in the WTO would offer Estonia the opportunity to consolidate its small, open economy
within a multilateral framework and to develop and increase trade exchanges with WTO Members
worldwide. The liberal, open market principles currently being implemented by Estonia would aso
facilitate its assumption of obligations and commitments arising from the Uruguay Round. Several
members accordingly expressed the expectation that the establishment of market access conditions for
goods and services would proceed in an expeditious manner and looked forward to the successful and

timely conclusion of the tasks of the Working Party.
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6. The Working Party reviewed the economic policies and foreign trade régime of Estonia and
the possible terms of a draft Protocol of Accession to the WTO. The views expressed in the course

of the deliberations of the Working Party are summarized below in paragraphs 7 - 115.

ECONOMIC POLICIES

Monetary and Fiscal Policy

7. Questions by some members of the Working Party focused on the tax components of government
revenue and the scope for raising revenue from taxes on trade in Estoniain the light of important free

trade agreements which covered a large share of Estonids foreign trade.

8. In response, therepresentative of Estoniarecalled that as away to improve the competitiveness
of the domestic industries at the present time Estonia did not generally apply import or export duties.
Should Estonia apply import duties in the future, he confirmed that preferential trestment would only
be accorded in the context of free trade agreements asprovided for in Article XXIV of theGATT 1994.
He said that themain sources of government revenue in 1995weretheVaueAdded Tax (46.3 per cent),
income taxes (31.8 per cent), and excise taxes (12.4 per cent). Estonia confirmed that al taxes including
the corporate income taxes were applied equally to domestic and foreign products and enterprises.
In the case of amendments to the tax régime in the future Estonia would continue to comply with the

national treatment principle.

Foreign Exchange and Payments

9. Some members of the Working Party requested up-to-date information on Estonias foreign
exchange régime, i.e. the determination of the exchange rate, convertibility, availability of foreign

exchange for trade and payments purposes, and the retention of foreign currency.

10. Therepresentative of Estoniaconfirmed that Estonia, asamember of thelnternational Monetary
Fund, followed internationally accepted monetary rules. Since June 1992, the Estonian kroon had been
pegged against the Deutsche mark at the official rate of 8 kroon to 1 DM, with atechnica fluctuation
limit of 3 per cent. The fixed exchange rate was enshrined in the Law on the Security of the Estonian
Kroon; adevauationrequired approval by Parliament. Healso said that the Bank of Estoniaguaranteed
free exchange within Estonia of the kroon at the officia rate according to current needs of customers

for convertible currencies. Non-convertible currencies were obtained at the commercia banks. The
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last restrictions on current account transactions were lifted in March 1994, when Estonia accepted the
obligationsunder Article VII1I of theArticles of Agreement of theInternational Monetary Fund. Capital
account transactions were unrestricted, but exports of cash and securities were subject to a customs

declaration.

Investment Régime

11. Some members of the Working Party sought information on Estonias strategies in attracting
foreign investment and in the application of any restrictions or conditionsattached to foreign investment
and to land ownership. The representative of Estonia replied that no specific promotion programmes
were envisaged; foreign investments were encouraged through an open, non-restrictive régime. The
Government had established aForeign Investment Agency in1994, providing various servicestoforeign
investors, and had concluded bilateral agreements on investment promotion and protection with the
following countries: Austria, Belgo-L uxembourg Economic Union, China, Czech Republic, Denmark,
Finland, France, Germany, Isradl, Latvia, Lithuania, Netherlands, Norway, Poland, Sveden, Switzerland,
Ukraine, United Kingdom, and the United States. He added that the procedures for registration of
companiesin Estonia distinguished between domestic and foreign investment in only six areas namely,
mining; power engineering, gas and water supply; administration of waterways, ports, dams and
similar structures; railways and air transport; telecommunication and communication network; and
retail trade in medicines; where foreign investors would need a"Foreign Investment Licence" from
theMinistry of Financewhilea"Licence of Activity" wasrequired for domesticinvestors. Thelicences
carried the same rights, the procedura difference being the issuing authority. The criteria for

determining whether or not to grant the two types of licence were identical.

12. The representative of Estoniaadded that when State enterprises were sold against privatization
vouchers majority stakes were offered to "core" investors, i.e. mgority shareholders (domestic or
foreign), who were selected by an open bid. In purchasing State-owned enterprises investors (domestic
or foreign) might undertake specific commitments with regard to the amount of capita to be invested
and minimum workforce ("performance guarantee"). The Estonian Privatization Agency checked the
compliancewith agreed conditions. The performance guarantee did not extend tolocal content or export

reguirements.

13. Regarding purchase of land, the representative of Estonia said that foreign commercia
undertakings would need permission from loca authorities, and permits would only be granted when

the branch of aforeign commercial undertaking had been entered in Estonids Commercial Register.
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Non-residents were not alowed to purchase land in border areas and on Estonias islands, except on
the four largest islands (Saaremaa, Hiiumaa, Vormsi and Muhu). In these areas the purchase of land
required specia permission of the Government. Non-residents would be permitted to buy land provided

the purchase was not in conflict with the interests of the State, local governments or national security.

14. The representative of Estonia confirmed that Estonia applied national treatment with respect
to taxation. The Income Tax Law allowed losses to be carried forward up to five years. Revenue

could be repatriated freely. The Working Party took note of these assurances.

State Ownership and Privatization

15. Some members of the Working Party requested details concerning progress in Estonias
privatization programme and plansto retain State ownership inenterprises or sectors. Further questions
addressed relations between the State and company management, the application of competition legidation
to State-owned enterprises, bankruptcy or enterprise dissolution provisions in Estonian legislation and
general or exclusivefundsavailablefor State-owned enterprises. A member requested adetailed report
on firms remaining in Government hands, the nature of goods they consumed, exported or distributed;

and areport onplans, asappropriate, to completethe privatization process. To ensurefull transparency,

Estonia should keep WTO Members informed about progress in privatization, and provide periodic
reports on developmentsin privatization and economic reform issues asrel evant toits obligationsunder
the WTO.

16. The representative of Estonia said that an enterprise was considered privatized when the mgjority
share holding was in private hands. According to this definition all agricultural enterprises had been
privatized by January 1995, and about 70 per cent of industrial enterprises had been privatized by
July 1995. By August 1996, privatization had been completed for morethan 90 per cent of al industrial
enterprises. Companies had been sold in eleven tender rounds with successful bidders offering guarantees
with regard to investment and employment. The public offering of shares had begun in mid-1994;
in apublic offer the mgjority stakewas sold to alocal or foreign "core" investor. 1n 1996 privatization
of magor infrastructura enterprises was under preparation (Estonian Energy, Estonian Oil-Shae, Estonian
Railway, Port of Talinn and Estonian Telecom). State ownership would be retained in railways and
power stations, whileEstonias soleoil-shalemine, theelectricity distribution companiesandtheservice
structure of railway depotswere to be privatized. These enterprises would be privatized in accordance
with a program established through Government Order No. 155-k of 20 February 1996.
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17. The representative of Estonia said that some privatization tenders had only been published in
Estonia, but foreign investment had only beenrestricted in the case of enterprises processing agricultural

commodities or offering servicesto farmers. These companies were now owned by farmers co-operdive
societies. He added that the Tallinn Stock Exchange was established on 31 May 1996.

18. In response to questions concerning the appointment and dismissal of the management of
State-owned enterprises, the representative of Estonia said that the administrative council or board and
the management of a State-owned enterprise or joint stock company was appointed in accordance with
the company' s by-laws or by theresponsible Ministry. The administrative council or board could dismiss
the general director of the enterprise; council or board members were released by the Government
or theappointing Ministry. The provisions of the Law on Competition, including its sanctions, applied
equally to private and State-owned enterprises. Since 1 September 1995, the Civil Code and the
Commercial Code contained procedures for theliquidation of enterprises. Therepresentative of Estonia
confirmed that State-owned enterprises acted on apurely commercial basisand that their directors were
not government employees. [He also stated that purchases by the State enterprises cannot be considered
asgovernment procurement.] The State-owned enterprises could not be considered to bein Statetrading
activities because they did not enjoy any exclusive or special privileges in the sense of Article XVII
of GATT 1994. They were not subject to any control by the Government, nor to Government directives
in relation to their operations. Their operations were not funded by the State budget. State-owned
and private enterprises had equal access to Government funds, i.e. the Export Credit Fund, the Fund
of Credit to Agriculture and Rural Life, the Fund of Credit to Small Enterprises and the Innovation
Fund. The representative of Estonia assured the Working Party that the national trade policy and
practices under theregular trade policy reviewsintheWTO would betransparent. Becausethestatistical
data was not compiled on the basis of the different forms of ownership of enterprises, Estonia did not

find it possible to provide periodic reports on progress in privatization.

19. The representetive of Estonia confirmed that Estoniawould ensure the transparency of its nationa
trade policies and practices under the regular trade policy reviews in the WTO. The Working Party

took note of this assurance.

Pricing Policies

20. Somemembers of theWorking Party requested information on the process of priceliberalization

in Estonia and the extent of any remaining controls on prices for goods and services. Estonia was

requested to provide a description of existing price controls; list the affected products by HS tariff
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line with reference to the legal provisions under which controls were applied; provisions, if any, for
border charges that would increase import prices; and the conditions under which the authority to

control prices was to be exercised.

21. The representative of Estonia confirmed that prices of all goods and services were determined
freely by market forces except for oil-shale and electricity. The prices set for these items, vaid as
of 1 June 1996, are reproduced in Tables 1 and 2. He added that price controls on oil-shale and
electricity were subject to gradual deregulation programs; prices would approach world market levels
with due regard to the balance between the required return on the invested capital and the interests
of consumers. He aso noted that the present producers of energy, heating and oil-shale were not
monopolies since there was no prohibition for anybody to start similar operations in Estonia or offer
a competitive solution for the entire Estonian energy system including price reform. The lega basis
for the price controls were the Price Law of 1989 and the Decree of the Ministry of Economic Affairs
No. 7 of 15 May 1996. Heating and local transport charges were regulated to some limited extent at

the level of municipalities.
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Table 1
Electricity prices (Since 1 June 1996)
Active Energy Reactive Energy
Capacity | Consumer
charge charge Time price sent/kWh* consump- | releasing to
Payment EEK/kKW EEK/A Main price tion /kvarh the
Consumer .
Variants per per month | sent/KWh* day day network
Group )
month 07.00- | 12.00- | night sent/kvarh*
12.00 | 23.00
| Consumer A voltage in
with capacity connection 31.2 29.6
400 kKW or point 110kV 51.00 - 27.6 194 38 7.6
more per one or more 304 304
substation or B voltage in
measuring connection 34.6 32.8
system unit point 56.00 - 30.8 216 43 7.6
6-35kV 337 | 337
C voltage in
connection 37.8 35.8
point less 61.00 - 335 236 5.0 7.6
than 6kv 368 | 368
Il Consumer A voltage in 1-phase
with capacity connection 2.50 42.6 40.4
400 kW or less than ) 3- phase 31.7 2A.7 =0 7.6
more per 6kV 7.50 415 415
one substation B voltage in
or distribution connection - - 48.6 535 535 33.0 5.0 7.6
unit. At the point less
choice of the than 6kV
consumer either = voltage in
A, B, or C. connection - - 432 475 | 475 | 305 43 7.6
point
6-35kV
1l Reseller C+ C+ 0.61
- 7.00 C 2.0 2.0 C 4.1 6.8
IV Households 38.1 38.1 38.1 | 18.6/
- - 45.0 45.0 45.0 220 - -
V. Consumer
without A (1-phase) - 53.00 - - - - - -
measuring
B (2-phase) - 159.00 - - - - - -
VI Night A voltage in
consumers connection
consumption point 6kV or - 3.00 - - - 193 4.3 7.6
regulators more
100kW or more | B voltage in
connection
point less - 3.00 - - - 224 5.0 7.6
than 6kV

* 1 EEK=100 sent
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Table 2
Oil-shale Prices (Since 1 June 1996)
Quadlity class Price for regular Price for clients
MJkg customer without contract
EEK/t EEK/t
1. PK over 11.51 68.93 98.43
2. 1PK over 10.97 68.07 97.21
3. 2PK 10.26 - 10.97 67.12 95.86
4, 3PK 9.59 - 10.25 66.27 94.65
5 4PK 8.54 - 9.58 65.33 93.03
6. P over 9.21 64.40 92.00
7. 1P over 8.79 63.55 90.78
8. 2P 7.79 - 8.79 62.68 89.55
9. 3P 7.29 - 7.78 61.74 88.23
10. 4P 6.28 - 7.28 60.88 87.00
11. 5P 6.07 - 6.27 59.96 85.67
22. The representative of Estonia confirmed that prices of goods and services in every sector of

Estonia were determined freely by market forces with the exception of those listed in paragraph 21
above. He added that prices for goods and services would not be subject to State control. He confirmed
that Estoniawould apply such controls, now and in thefuture, inaWTO-consistent fashion, and would
take account of the interests of exporting WTO members as provided for in Article 111.9 of the GATT
1994. Estoniawould publish any list of goods and services subject to State price controlsin theofficial
journd, Riigi Teatgja (State Gazette), including any changes regarding existing price controls on oil-shae

and electricity. The Working Party took note of these commitments.

Competition Policy

23. Some members of the Working Party requested adetailed description of Estonia's competition

policy, including the provisions in the Law on Competition which prohibits unfair trade practices and

the authority of the Competition Board to permit agreements restricting competition.
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24, In response, the representative of Estonia said that the Law on Competition of 1993 prohibited

unfair trade practices with specific reference to the following six types of practices:

) misleading advertising;

(i) incorrect use of the designation of afirm, trade mark or other attributes;

(iii)  disparaging a competitor or his goods;

(iv) abuse of business secrets;

(V) preferences or influence obtained through the use of an employee of another market
participant; and

(vi) unlawful restricting or favouring of the sale of goods and services.

Provisions concerning theabuse of adominant market position had entered intoforceon 1 October 1993
and agreements and concerted practices restricting competition on 1 January 1994. The Estonian
Competition Board was established under the Ministry of Financein December 1993. Initsprocedura
way of making decisionsthe Board gavepriority totheinterest of theconsumers. Supervision of banking
and insurance was carried out by aseparate State body. The terms of international agreements ratified
by Parliament prevailed over provisions in the Law on Competition in cases of contradiction. Upon

entry into force, the WTO Agreement would have the status of an international agreement.

FRAMEWORK FOR MAKING AND ENFORCING POLICIES

25. The representative of Estonia stated that, in accordance with the Constitution, the activities
of the Riigikogu (Parliament), the President of the Republic, the Government of the Republic, and
thejudiciary courts were based on the principle of separation and balance of powers. Legislative power
was vested in the Riigikogu and executive power in the Government of the Republic. Justice was
administered solely by the courts which acted independently as provided in the Constitution and the
laws. The main government entities responsible for the formulation and implementation of policies
affecting foreign tradewere the Ministries of Economic Affairs; Foreign Affairs;, Finance; Agriculture;
and Transport and Communications. All local issueswere resolved and managed by local governments
- municipalities and townships - operating autonomously. Therepresentative body of local government

was the council, elected in free elections for a term of three years.
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POLICIES AFFECTING TRADE IN GOODS

Trading Rights

26. The representative of Estonia said that from 1 September 1995, the Commercia Code had
replaced the Enterprise Law. The Commercial Code defined fivetypes of businessassociation (general
partnership, limited partnership, limited liability company, joint stock company and co-operative
association) and the individual private entrepreneur, and stipulated procedures for opening aforeign
company's branch office in Estonia. The Commercial Register was to be kept by local city courts.
Enterprises set up under previous legislation, not meeting the requirements of the new Code, would
need to be restructured or terminated by 1 September 1997. Stricter mandatory capital requirements
would apply from 1 September 1999. The Commercial Code did not contain any provision which

would be inconsistent with the national treatment principle.

Market Access Negotiations

27. Therepresentative of Estoniapresented aninitia offer for market access negotiations on goods
in April 1995 and submitted a Revised General Offer for Market Access Negotiations on Goods in
August 1995. An offer on domestic support and export subsidies in agriculture was circulated to
members of the Working Party in September 1995. A number of members entered into market access
negotiations with Estonia.  The concessions on imported and exported goods and the commitments
in agriculture agreed between Estonia and members of the Working Party are annexed to the Protocol
of Accession of Estonia which is reproduced in the Appendix to this Report. As indicated in the

conclusions of this Report, the Working Party took note of the market access commitments of Estonia.

1 Import Regulations

Customs Tariff

Customs Duties

28. Noting that the current absence of a customs tariff demonstrated Estonias free trade

determination, some members of the Working Party commended the successful and effective outcome

of Estonias free trade policies and hoped that Estonia would continue to pursue these same sound and

progressive policies in the future. Some members also asked Estonia to provide details about the
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imposition of customs duties and the criteria for application of zero and non-zero rates. A member
expressed concern about Estonias intentions in this area and requested further clarification, noting
that the Estonian authorities had drafted a Law on Customs Tariff although the draft law apparently
remained unadopted. This member requested that the draft law be provided to the Working Party for

review and comment.

29. The representative of Estonia said that customs duties had not been required so far since prices
of local resources had yet to reach the approximate international level. He reaffirmed the free trade
orientation of his country noting, however, that Estonia would reserve the right to impose customs
dutiesin thefuture, infull consistency with its concessions and commitments asamember of the WTO.
A ceiling tariff binding would offer Estonia the same regulatory opportunities in external trade asits
main trading partners. Therefore, Estoniawould prefer to bind its tariffs at levels comparable to the
average duty leves prevailing in WTO Membersin line with the agreements and commitments on market
access achieved in the Uruguay Round. The representative of Estonia added that, at present, the Estonian
Government had no plan to impose any more import duties than those for the imports of furs (16%),
seascooters, small vessel sand snow-scooters (10%), and theexports of vintagecars presenting acultural
value (100%) as provided for in Government Decree No. 200 of 10 July 1993. Should there be any
need for further lega instruments, Estonia took the commitment to apply these in a WTO-consistent
manner. He added that the Law on Customs Tariffs was still in the process of drafting and a specia
expert group had been established in order to finalise the drafting. Estoniawould provide atrans ated
copy of the draft law as soon as possible. However, as there were no significant tariffs in Estonia,
his Government could not take the commitment that this law would be among the country's first
priorities. 1t was not possibleto make any predictions asto when the Estonian Parliament would adopt

a Law on Customs Tariffs.

30. The representative of Estonia said that his Government undertook the commitment to ensure
that the Customs Tariff Law would comply with the provisions of the WTO. The Working Party took

note of this commitment.

Other Duties and Charges

31. The representative of Estonia stated that Estonia levied no duties and charges on imports other

than ordinary customs duties and charges for services rendered. He confirmed that Estonia would

bind all dutiesand charges, other than the ordinary customsduties, listed in its goods schedule annexed
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to its Protocol of Accession under Article 11.1(b) of the GATT 1994, at zero. The Working Party

took note of this commitment.

Fees and Charges for Services Rendered

32. Some members of the Working Party noted that Estonia had gpplied an ad valorem tax to customs
clearance operations and questioned whether the revised fee was commensurate with the approximate
costs of the services rendered as provided for in Article VIII of the GATT 1994. Estonia was aso

asked to provide details on the exemptions from the fee.

33. The representetive of Estoniainformed the Working Party that, asof 1 April 1995, a0.5 per cent
customs procedure tax had been replaced by aflat fee per customs declaration. The representative
of Estonia confirmed that a fixed fee of EEK 200 per import and export declaration was charged as
a customs declaration fee and that this was the only fee or charge for services rendered currently in
force. The fee was collected by the National Customs Board as a procedure fee covering the cost of

customs formalities.

34. The representative of Estonia said that the fee related only to the cost of customs processing,
and represented some 8.4 per cent of al revenue collected by Estonian Customs during
January-September 1996; other revenue was derived from excise taxes (91.6 per cent) and customs
duties (0.1 per cent). The fee waslevied onimports from all trading partners, but not on transit trade
or goods in customs warehouses, goods declared by physica persons, or preliminary declarations.
Also exempt were goods for official useby foreign diplomatic representations, consular representations
or international organizations; printed matter and information carriers addressed to libraries;

irrecoverable economic aid; and humanitarian aid received by the Estonian Red Cross.

35. Therepresentative of Estoniaconfirmed that thecustomsdeclaration fee described in paragraphs
33 and 34 was applied on a non-discriminatory basis to trade with all Estonias trading partners. He
further confirmed that, from the date of accession, Estoniawould not reintroduce an ad vaorem customs
fee. The customs declaration fee would be applied in conformity with WTO abligations, in particular
Articles VIII and X of the GATT 1994. The level of the applied fee would not exceed the cost of
processing individua import and export declarations, revenues from the fee would be used solely for
customs processing of imports and exports, and total annual revenue from collection of the fee would

not exceed the cost of customs processing operations for the items subject to the fees. Information
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regarding the application and level of the fee, revenues collected and their use, would be provided

to WTO members upon request. The Working Party took note of these commitments.

Application of internal taxes to imports

Excise taxes

36. Some members of the Working Party noted that the excise taxes for certain domestic and imported
tobacco products and a cohalic beverages were different. These members requested Estonia to phase
out all measures inconsistent with Article 111 of the GATT 1994. Some members also questioned the
conformity of Estonias excise tax on automobiles with Articles 111, VII and VIII of the GATT 1994
andtheWTO Agreement on Customs Va uation and requested detail sabout thenew tax régime. Estonia
was also asked to provide details on excise tax exemptions. A member held the view that excise tax
exemptions for smal domestic producers of beer (annua domestic production not exceeding
5,000 dekalitres) and of wine (annual production not exceeding 1,000 dekalitres), and the exemption
from the excise tax on second-hand motor vehiclesfor domestically-owned cars were inconsistent with
the nationa treatment provision of Article 11l of the GATT 1994. In his view, Estonia would need
to change its excise tax legidation to bring it into conformity with Article I11 of the GATT 1994.

37. The representative of Estonia described the rates of excise tax applied in 1996 on tobacco,
petroleum products, acohol and motor vehicles (Tables 3 and 4). These tax levels were considered
optimal and no reductions were foreseen upon accession to the WTO. Estonia confirmed that the Law
on Alcohol Excise Tax provided exemptions from excise tax for very small-scale producers whose
annual production of beer did not exceed 5,000 dekalitres or whose annual production of wine did
not exceed 1,000 dekalitres. These exemptions were necessary to maintain national traditions in the
rura areas of Estonia. The beer and wine produced in such small quantities were consumed locally
on avery limited area. These exemptions were considered to be measures of regiona development.
The production of such breweries and winerieswasnot significant in theframework of thetotal domestic
production of beer and wine. For tobacco products, the excise rates were equalized on 1 January 1996
by bringing taxes on domestic products up to the level applied to imports. According to anendments
to the Law on Alcohol Excise Tax, the excise rates on domestic and imported beer would be equalized
on 1 December 1996. However, small-scale producers of beer - producers with annual production not
exceeding 300,000 dekalitres - were subject to alower rate of excise duty as aregiona development
measure. The small scale producers covered only 9% of the Estonian domestic beer market. Anexcise

duty of 16 per cent on furs and fur products, levied only on domestic producers, had been eliminated.
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Table 3

Excise Taxes in Estonia

Tariff Heading, subheading

Product description

Tax rate (EEK)

2204 10 110 - 2204 21 101,

2204 21 110 - 2204 21 840,

2204 29 105, 2204 29 129, 2204 29 139,
2204 29 179, 2204 29 189, 2204 29 429,
2204 29 439, 2204 29 449, 2204 29 469,
2204 29 479, 2204 29 489, 2204 29 589,
2204 29 629, 2204 29 649, 2204 29 659,
2204 29 719, 2204 20 729, 2204 29 759,
2204 29 819, 2204 29 829, 2204 29 839,
2204 29 849, 2205 10 101, 2205 90 103.

1. Sparkling wines and
other wines of fresh
grapes with an acoholic
content by volume up to
15 %

10.40*

2208
2106 90 200
3302 10 100

2204 29 101, 2204 29 121, 2204 29 131, | - unbottled wines of 8.00*
2204 29 171, 2204 29 181, 2204 29 421, | fresh grapes
2204 29 431, 2204 29 441, 2204 29 461,
2204 29 471, 2204 29 481, 2204 29 581,
2204 29 621, 2204 29 641, 2204 29 651,
2204 29 711, 2204 29 721, 2204 29 751,
2204 29 811, 2204 29 821, 2204 29 831,
2204 29 841, 2205 90 101
2204 21 109, 2204 21 870 - 2204 21 990, | 2. Sparkling winesand | 15.60*
2204 29 109, 2204 29 879, 2204 29 889, | other wines of fresh
2204 29 899, 2204 29 919, 2204 29 929, | grapes with an acoholic
2204 29 939, 2204 29 949, 2204 29 959, | content by volume
2204 29 969, 2204 29 979, 2204 29 989, | exceeding 15%
2204 29 999, 2205 10 109 - 2205 10 900,
2205 90 109, 2205 90 902.
2204 29 103, 2204 29 871, 2204 29 881, | - unbottled wines of 12.50*
2204 29 891, 2204 29 911, 2204 29 921, | fresh grapes
2204 29 931, 2204 29 941, 2204 29 951,
2204 29 961, 2204 29 971, 2204 29 981,
2204 29 991, 2205 90 105, 2205 90 901.
2206 00 100-2206 00 510 3. Other fermented 4.90*
2206 00 591 drinks (e.g. cider,
berry, wine etc.) and
their blends:
2206 00 810 1) with an acoholic 4.90*
2206 00 891 content by volume up to
15 %voal.
2206 00 592 2) with an acoholic 6.50*
2206 00 892 content by volume
exceeding 15 %vol.
ex2207 10 000 4. Other acohol 1.15%*
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Tariff Heading, subheading

Product description

Tax rate (EEK)

ex2207 10 000 5. Rectified spirits 0.20**
ex2208 90 910 used in medicine,
ex2208 90 990 pharmaceutics,
veterinary medicine for
scientific and study
purposes, the production
of perfumery
* per litre
** per one %vol. of absolute alcohol alitre
Beer until from
1/12/96 1/12/96
(EEK) (EEK)
2203 00 019 1) with an acoholic
2203 00 099 content by volume up to
2203 00 909 4.7 % voal. in case of
annual production in
thousands of dekalitres:
up to 300 (incl.) 1.50* 2.00*
over 300 2.00* 2.50
2203 00 011 2 ) with an acoholic
2203 00 091 content by volume
2203 00 901 exceeding 4.7 % vol. in
case of annual
production in thousands
of dekalitres:
up to 300 (incl.) 2.00* 2.50*
over 300 2.50* 3.00*
5. Imported beer: After
2203 00 019 1) with an acoholic 6.00* 1/12/96
2203 00 099 content by volume up to no separate
2203 00 909 4.7 %vol. excise tax
exists on
imported
beer. Both
domestic
2203 00 001 2) with an alcoholic 9.00* and
2203 00 091 content by volume imported
2203 00 901 exceeding 4.7 % vol. beer will
be covered
by the
same
excise rate

* per litre
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Tariff Heading, subheading

Product description

Tax rate (EEK)

Motor Fue
2710 00 271, 2710 00 272 Petrol 1.20 EEK per litre
2710 00 290, 2710 00 320
2710 00 341, 2710 00 342
2710 00 343, 2710 00 344
2710 00 691 Diesdl QOil 0.75 EEK per litre
2710 00 510, 2710 00 260 Aviation petrol and 1.50 EEK per litre
2710 00 370 gasoline

2711 12 940, 2711 12 960
2711 12 980, 2711 13 910
2711 13 930, 2711 13 980

Liquid gas used as
motor fue

0.75 EEK per litre

2711 21 000 Compressed gas used as | 0.75 EEK per m?
motor fuel

2710 00 871 Motor oil 0.15 EEK per litre
Tobacco products (EEK)

2402 20 Filtered cigarettes 3*

2402 20 Unfiltered cigarettes 3*

2402 20 Russian cigarettes 3*

2402 10 001 Cigarillos 3*

2402 10 009 Cigars 3+

2403 10 Smoking tobacco Jrx*

2403 99 100 Snuff K it

2403 99 100 Chewing tobacco K it

2402 90 000, 2403 99 900 Other tobacco products | 3***

*

**

* k%

applies to up to 20 cigarettes or cigarillos; a package containing 21 - 40 cigarettes or
cigarillos is marked with two revenue stamps etc.

applies to one cigar

applies to up to 50 grams of a tobacco product; a package containing 51 - 100 grams
of atobacco product is marked with two revenue stamps etc.

38. The representative of Estoniaadded that excise taxes on a coholic beverages were not collected
on domesticaly produced a cohol exported by the manufacturer directly or through a customs warehouse,
supplies to maritime or air transport vessels engaging in foreign travel; temporary importation by
foreign juridical persons of limited amounts of alcohol for fairs and exhibitions; acohol to beincluded
in adata base on producer brands; and alcohol imported for officia functions under diplomatic status.
Theexcisetax onwinesdistingui shed between bulk and bottled imports to encourage bottling and further

processing in Estonia. However, thehigher rate applied on sal esof domestically bottled wines. Imported
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alcohol was taxed upon importation while domestic manufacturers paid the tax at the time of sae,

exchange, free transfer or own consumption.

39. Concerning thetaxation of automobiles, aMember said that the exemption of used domestically
owned automobiles from the excise tax on used automobiles was inconsistent with Article 111 of the
GATT 1994 and should be changed to bring into conformity. Inresponse, the representative of Estonia
referred tothe Law on Motor Vehicle Excise Tax, inforcesince1 April 1995, replacing a10 per cent
import tax which had been levied in accordance with original invoicesfor legal persons and avaluation
list for natural persons in order to avoid fraud. The new system taxed vehicles in fixed amounts
according to vehicle age and engine cylinder capacity. According to the Law on Motor Vehicle Excise
Tax, the excise tax wasimposed on motor vehiclesimported into Estonia and manufactured in Estonia.
There were no manufactures of motor vehiclesin Estonia except that buses were assembled in small
guantities. At present there were no sales of domestically produced new or used motor vehicles.
According to the Law, if there would be manufactures of motor vehicles, they would pay the excise
tax upon sale, exchange, gratuitous transfer or self-consumption of motor vehicles. Resae of such
motor vehicles by a buyer was not subject to the excise tax. The same treatment applied to the resale
of imported motor vehicles. Estonia considered that the Law on Motor Vehicle Excise Tax was in
conformity with Article 111 of GATT 1994 becauseimported motor vehicleswere treated asfavourably
as domestically produced motor vehicles. The tax was paid by the importer upon importation and

by domestic manufactures upon the sale of the vehicle.

40. Therepresentative of Estoniasaid that all new motor vehiclesand used motor vehiclesimported
into Estonia were subject to excisetax. The excise tax was imposed on the first ownership of a motor
vehiclein Estonia, and the tax would be reflected in the domestic market price for subsequent owners.
The excise tax was designed to encourage importation of modern vehicles. In order to explain how

excise duties on automobiles were calculated an example was included in Table 4.
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Table 4
Motor Vehicles
Tariff Heading, Product description Tax rate (EEK)
subheading

1. Excise tax based on the cylinder capacity of motor vehicles

8703 Motor cars and other motor vehicles principally
designed for the transport of persons (other than
those of heading No. 8702), including station
wagons and racing cars:

8703 10 Motor vehicles specially designed for travelling on | 1 EEK/cc
snow; golf cars and similar vehicles

Other vehicles, with spark-ignition interna
combustion reciprocating piston engine of a

cylinder capacity:
8703 21 not exceeding 1,000 cc 1 EEK/cc
8703 22 exceeding 1,000 cc but not 1,500 cc 1 EEK/cc
8703 23 exceeding 1,500 cc but not 3,000 cc 1 EEK/cc
8703 24 exceeding 3,000 cc 3 EEK/cc

Other vehicles with compression-ignition internal 1 EEK/cc
combustion piston engine (diesel or semi-diesel) of
a cylinder capacity:

8703 31 not exceeding 1,500 cc 1 EEK/cc
8703 32 exceeding 1,500 cc but not 2,500 cc 1 EEK/cc
8703 33 exceeding 2,500 cc 1 EEK/cc
8711 Motorcycles (including mopeds) and cycles fitted | 1 EEK/cc
(except under with an auxiliary motor, with or without side-cars;

subheading 8711 90) | side-cars

2. Excise tax on used motor vehicles based on the age of the motor vehicle

of up to 12 years of age 100 EEK/year
from 13 years of age 150 EEK/year
3. Excise tax on new motor vehicles 1000 EEK

Example:
A used automobile, cylinder capacity 2 000 cm3, age 10 years and price according to the
purchase documents is 10 000 EEK:

10 000 - price according to the purchase documents

2 000 - excise tax on the basis of the cylinder capacity
1 000 - excise tax on the basis of age

13 000

2 340 - VAT (18% from 13 000)

15 340 - price for importer after importation
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41. The representative of Estonia said that the Law on Stamp Duty established revenue stamps,
issued against payment of taxes by the National Tax Board at no extra charge, for goods subject to
excises. At present the Stamp Duty concerned only imported and domestically produced tobacco

products.

Value Added Tax (VAT)

42. Some members of Working Party requested information on the application of the value-added
tax, including product and user-specific exemptions and equal treatment for imported and domestic

products. Questions were also raised regarding the calculation of the VAT on motor vehicles.

43. The representative of Estonia confirmed that the value-added tax at an 18 per cent rate was
applied equally to domestic goods and to all imports regardless of country of origin. VAT on motor
vehicles imported by natural persons had been based on a standard valuation list until the excise tax
system was changed on 1 April 1995. He aso confirmed that the exemptions for certain goods and
services from the VAT were gpplied equaly to domestic and imported goods and services. The following
goods and services were exempt from VAT: education and advanced training, postal services, medical
services, banking and insurance, funeral services and materials, gambling and lotteries, rents, medical
equipment, treatment of dangerous waste and, since February 1995, reusabl e packaging and municipal
sauna services. Exports, subscriptions to periodicals published and printed in Estonia, and theatre
ticketshad zero-rate VAT. Theturnover of goodssuch asmedicines, medical goods, medical treatment
equipment and lottery ticketswastax free and importsfor non-profit purposeswere tax exempt. Imports
required for official purposes of foreign representations and dipl omatswere not subject to VAT provided

that foreign country granted the same right to Estonids representations abroad.

44, Noting that certain legal entities with a turnover below EEK 250,000 were not registered as
obligatory payers of VAT, a member questioned the rationale for this provision and its conformity
with Article Il of the GATT 1994. In hisview, this exemption would appear to constitute a subsidy
program for sales of domestic goods by small Estonian businesses since imports were assessed for
the VAT inany case upon importation. Estoniashould reviseitslegislationin the near term or propose
amethod by which thedeficienciesidentified in itsexcisetax and VAT application would be addressed.
The representative of Estonia replied that legal persons whose taxable base (except imports) exceeded
the threshold value of EEK 250,000 in a calendar year were obliged to register with the Tax Board
as persons liable to taxation. Lega persons with a taxable base below the threshold value could also

seek registration as liable to taxation at the Tax Board. In hisview, non-registration did not amount
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to asubsidy program for small Estonian companies for sales of domestic goods and services since only
registered tax payers could claim arefund for VAT paid on goods and services used as inputsin their

production.

45, The representative of Estonia confirmed that, as of the date of accession to the WTO, the only
domestic taxes applied to imports would be excise taxes and value added tax. He further stated that,
from the date of accession, any application to imports of domestic taxes or other interna charges of
any kind would be in accordance with the provisions of the WTO, including Article IlI of the
GATT 1994. The Working Party took note of these commitments.

Quantitative Import Restrictions, including Prohibitions, Quotas and Licensing Systems

46. Some members of the Working Party sought information about the scope of "Licences of
Activity" and aso criteriain the granting of licencesand related requirements; licensing arrangements
for trade in metals, spirits, tobacco and tobacco products, medicaments, weapons, anmunition, and
explosives, and the use of quantitative restrictions. Some members expressed the concern that under
certain circumstances the conditions of sae of imported products could be affected in a manner not
consistent with Article 111 of the GATT 1994, for instance, trade in acohol and tobacco required a
preliminary declaration. A member was concerned that Estonia s licensing system could be discretionary
and requested that the draft Licensing Law be provided to the Working Party.

47. The representative of Estonia said that licensing was not applied to restrict imports, the production
or the wholesale of any product. The "preliminary declaration” requirement simply implied that all

customs procedures and formalities needed to be completed before goods could cross the border.

48. In document WT/ACC/EST/9 (Annex 11), the representative of Estonia provided the information
on import licensing procedures according to the format applicable to WTO Members. He stressed
that general government policy was to maintain a liberal economic policy and to reduce the areas of
activity subjecttolicensing. Henoted that Estoniaconsidered thelicensing arrangements to beconsi stent
with the WTO Import Licensing Agreement. Inits submission, Estonia listed 41 economic activities
in which operators needed a "Licence of Activity" for production and/or trade, valid for up to five
years, and thecorresponding regulatory authority (Table 5). Among thejustificationslisted were safety
(e.g. medicaments); atechnological level adequateto comply with compulsory standards (e.g. acoholic
beverages); registration requirements to prevent threats to security and the environment (e.g. firearms

and vehicles); and registration and accounting requirements for tax purposes (alcoholic beverages,
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tobacco, metals, etc.). The criteria for the issuing of licences were published in the officia journal
"Riigi Teatgd' (State Gazette). The number of licences was not restricted. Licences were granted
to national and foreign operators under equal conditions. In each licensed sector identica criteria,
objectively neutral and systematically administered, were applied regarding importation, exportation

and domestic trade. An expired licence could be renewed or replaced by a new valid licence.

49, The representative of Estonia explained that Estoniaintended to establish agenera framework
for licensing which would ensure conformity with WTO provisions. Activity licences had so far been
established under different regulations; anew Licensing Act would be elaborated in 1997 to regulate
activity licences. No further areas would be subject to licensing while the new law was in preparation.
The licensing legislation was still subject to internal discussion between Government agencies. A

translated text would be provided to interested WTO Members as soon as possible.

50. Therepresentative of Estoniastated that theimportation of products covered by activity licences
were subject only to requirements consistent with the WTO Agreement. He confirmed that no restrictions
existed on the right of foreign and domestic individuals and enterprises to import and export goods
and serviceswithin Estonia's customsterritory, with theexception of thosespecifically listedin Table 5.
The criteria for engaging in import and export trade in the restricted sectors were consistent with
generaly applicable restrictions placed on trade in similar domestically produced goods and based on
criteria published in the officia journal. The availability of activity licences was not restricted nor

was the licensing applied to restrict imports, the production, wholesale or retail trade in any product.

51. Therepresentative of Estoniaconfirmed that Estoniaapplied no quotas, licences, prior permits
or other requirements or measures that could act as quantitative restrictions on imports or exports.
Balance of payments measures were not envisaged at the present stage. The representative of Estonia
confirmed that activity licensing relating to the trade in goods was carried out fully in line with the
WTO Agreements, including the Agreements on Import Licensing Procedures and Articles VIII and
X1 of theGATT 1994. Therepresentative of Estoniaconfirmed that, from the date of accession, Estonia
would not introduce, re-introduce or apply quantitative restrictions on imports, or other non-tariff
measures such aslicensing, quotas, bans and other restrictions having equivaent effect that could not
be justified under the provisions of the WTO Agreement. If balance-of-payment measures were ever
necessary in the future, Estonia would impose them in a manner consistent with the relevant WTO
provisions, including Article X1l of the GATT 1994 and the Understanding on Balance-of-Payments
Provisions of the GATT 1994. The Working Party took note of these commitments.
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Customs Valuation

52. Some members of the Working Party asked about the status of the Customs Valuation Law
anditscontent. Relating therequest for information to Estonias implementation of theWTO Agreement
on the Implementation of Article VII of the GATT 1994, these members enquired whether Estonids
Customs Vauation Law was fully consistent with the WTO Agreement. A member understood that
Estoniawas considering legislation which could provide for minimum prices on importation of certain
food products and questioned the conformity of suchlegislationwith GATT rules. Estoniaal so appeared

to use price lists of reference prices to verify invoices.

53. The representative of Estonia explained that the Customs Vauation Law had been adopted
on 8 February 1995 and had entered into force on 1 January 1996. The delay had been necessary
to undertake preparatory work for its implementation, including practical arrangements such as the
printing of documents, the training of customs officers, informing traders, etc. Estonia considered
theLaw tobeinfull conformity withWTO rules, including the WTO Agreement on themplementation
of Article VII of the GATT 1994.

54, Estonias response to the questionnaire on " Information on Implementation and Administration
of the Agreement” was submitted in August 1995 (WT/ACC/EST/4, annexes 1 and 6, listed in document
WT/ACC/EST/5). The representative of Estonia was asked to clarify provisions in the Customs
Valuation Law relating to theuse of transaction valuebetweenrel ated parties (Article 4(3)); verification
of transaction values between related parties based on test values (Articles 4(5)(4) and (5)); and a
reference to minimum customs values in Article 9(2)(4) of the Law. Estonia was also asked about
the implementation of Decision 4.1 of the Customs Vauation Committee concerning the valuation of

carrier media bearing software for data processing equipment (the Software Decision).

55. The representative of Estonia said that Estonia had introduced the provisions of the Software
Decision. A decree, issued by the Ministry of Finance on 11 January 1996, stipulated that only the
cost of the carrier medium itself would be accounted for in the customs value. He stated that the value
of imported merchandise was determined in conformity with GATT Article VII (2)(8) dsoin transactions
between related parties; test values were used for the verification of the declared value with the actual
value only at the request of the importer.

56. The representative of Estonia assured members of the Working Party that the Law on Customs
Valuation would be applied in full conformity with the WTO Agreement on the Implementation of
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Article VII of the GATT 1994. In addition, he confirmed that Article 9(2)(4) of the Law would be
applied consistent with Article VII (Vauation for Customs Purposes). He stressed that Article 9(2)(4)
of the Customs Valuation Law prohibited the setting up of minimum import values. The representative
of Estonia confirmed that Estonia did not use any form of reference price or fixed valuation schedule
for the valuation of imports or to apply duties and taxes, and that all methods of valuation used were
instrict conformity withthose provided for intheWTO Agreement onthelmplementation of Article VI
of the GATT 1994.

57. The representative of Estonia confirmed that Estonia would apply fully the WTO provisions
concerning customs val uation from the date of accession, including, in addition to the Agreement on
the Implementation of Article VII of theGATT 1994, the provisions for the Valuation of Carrier Media
Bearing Software for Data Processing Equipment and the provisions on the Treatment of Interest Charges
in Customs Vaue of Imported Goods. He further confirmed that, as an international agreement, the
provisions of the WTO Agreement on the Implementation of Article VII of the GATT 1994 would

supersede domestic law after accession. The Working Party took note of these commitments.

Other Customs Formalities

58. The representative of Estonia confirmed that other customs formalities were applied in accordance
with internationally accepted rules and were based on the Kyoto Convention. He added that Estonia

was a member of the World Customs Organization since June 1992.

Rules of Origin

59. Some members of the Working Party requested information about the elaboration of rules of
origin in Estonia whether in the context of free trade agreements or otherwise. A member requested
Estonia to confirm that its rules of origin for both preferential and non-preferential trade complied
fully with the WTO Agreement on Rules of Origin. Estonia was asked to describe, in particular,
measures consi stent with the disciplinesunder Article 2 of the Agreement and the Common Declaration

in Annex |l of the Agreement.

60. Therepresentative of Estoniasaid that the drafting of rules of origin was a continuous process
evolving in accordance with developmentsin the Technical Committee on Rules of Origin of the WTO.
Duetotheliberal foreign trade régime the el aboration of national rules of origin had not been considered

essential in Estonia, but agreed rules of origin were used in the framework of free trade agreements.
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Estonia applied unified rules of origin within the system of diagonal cumulative origin among the
countries of the European Economic Area, Switzerland and ten associated countries in central and eastern
Europe. The Estonian authorities envisaged the elaboration of alaw on rules of origin aong the lines
of existing rules of origin in preferentia trade agreements and the suggestions and decisions of the
Committee on Rules of Origin of the World Customs Organization and the WTO Agreement on Rules
of Origin. Members of the Working Party were supplied copies of the rules of origin of Estonids
free trade agreements with EFTA countries; the European Union, the Ukraine and the trilaterd free-trade

agreement with Latvia and Lithuania.

Anti-Dumping, Countervailing Duties, and Safeguard Régimes

61. Some members of the Working Party noted that Estonia appeared not to have any specific anti-
dumping legislation, but that an Anti-dumping Law, including countervailing duties procedures, was
in preparation. In view of the uncertainty regarding the date of entry into force of such alaw and
its content, Estonia was asked to submit draft legislation for comment to members of the Working
Party.

62. The representative of Estonia confirmed that, at this point, Estoniadid not havelega authority
to apply anti-dumping duties, countervailing duties, and safeguards, and therefore did not use these
measures to regulate trade. He also clarified that while price dumping was mentioned among abuses
of dominant position in Chapter 111, Article 17 of the Law on Competition, the listed unfair trade
practices in the Act did not overlap with any pending anti-dumping statute. He added that no text of
any Anti-dumping Law existed yet.

63. The representative of Estonia said that in the elaboration of any legislation concerning anti-
dumping duties, countervailing duties and safeguards, Estoniawould ensure their full conformity with
the relevant WTO provisions, including Articles VI and XIX of GATT 1994 and the Agreements on
the Implementation of Article VI, the Agreement on Subsidies and Countervailing Measures and the
Agreement on Safeguards. Estonia would also apply any anti-dumping duties, countervailing duties
and safeguard measures in full conformity with the WTO provisions. The Working Party took note

of these commitments.
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2. Export Regulations

CustomsTariffs, Feesand Chargesfor ServicesRendered, Application of I nternal Taxesto Exports

64. Some members of the Working Party noted that Estonia applied export taxes on metals and
objects of cultural value and asked for a description and justification of these taxes. In response, the
representative of Estoniareplied that 2100 per cent export tax was levied on abjects of cultural vaue,
i.e. dating from before 1950. Prices for objects of cultural value destined for export were determined
by the Expert Division on Exportation of Cultural Vaues of the Central Board of Antiquities. Export
taxes on metals had been abolished, but exports were strictly controlled through the licensing of exporters

and a State monopoly on scrap metal exports.

Export Restrictions

65. Noting that the Ministry of Economic Affairs had theright to impose export quotas on certain
goods, some members of the Working Party asked the representative of Estonia to clarify licensing
arrangements affecting trade in metals, spirits, tobacco products and medicaments and to justify export
quotas/licences on gravel and clay. Some members also sought clarification on Estonias intentions
regarding the use of non-tariff measures on exports for emergency purposes. The representative of
Estonia replied that the Ministry of Economic Affairs right to determine export quotas had been
eliminated. The last remaining export quota (on quartz sand) had been abolished and Estonia did not
foresee any further quantitative regulation of foreign trade. Asthe export quota/licence on gravel and
clay had been terminated on 1 January 1995, no justification would be required under GATT or WTO
provisions and Estonia would seek no transitional period for this measure. Export and import licences
as such did not exist, but he referred to the earlier response regarding "Licence of Activity" (in
paragraph 48 above). He added that Estonia would not apply regulations on exports beyond WTO
mechanisms. Export control measures (licences) on scrap metal and radioactive waste materia did
not carry any limitation of quantity. Licences were issued automatically provided the applicant could

prove that the goods had been obtained legally. Failure to do so could constitute a criminal offence.

66. The representative of Estonia confirmed that all export quotas had been abolished. He further
confirmed that the export control measures would be consistent with Article XX and Article XXI of
the GATT 1994 and the administration of such measures would beinfull conformity with thesearticles.
He also confirmed that current export control measures on scrap metal and radioactive waste materia

were of atemporary nature, in consistency with Article XX and Article XXI of the GATT 1994, and
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the administration of these measures would be in full conformity with these articles. The Working

Party took note of this commitment.

Export Subsidies

67. Some members of the Working Party sought information about subsidies, including tax incentives
related to exports, the activities of the Export Credit Fund, the consideration of wide ranging use of
export incentives, and existing or planned measures to tackle market disturbances or baance-of-payments
problems. The representative of Estonia said that no tax incentives, including tax holidays, existed
to promote exports. He confirmed that loans from the Export Credit Fund carried 12 to 16 per cent
annual interest, comparable to thecommercia interest rates of 12 to 18 per cent in effect for short-term
loansin Estoniain 1996. Plans existed to develop the Fund into an Export Credit and Guarantee Board
which would receive theinitial capital injection from the National Budget. Estoniawould not consider
wide ranging export incentives, but, due to an increasingly negative trade balance, had the intention
to introduce moderate export incentive schemes. Enterprise- or sector-specific subsidies were not
envisaged; the schemes would be of horizontal nature and allocations would be based on objective
economic criteria. The representative of Estonia added that the incentives schemes would be applied

in conformity with WTO requirements.

68. The representative of Estonia stated that Estonia did not maintain any export subsidies which
met the definition of aprohibited subsidy withinthe meaning of Article 3 of the Agreement on Subsidies
and Countervailing Measures, and would therefore not invoke the provisions in the Agreement that
provide for the progressive elimination of such measures within afixed period of time. The Working

Party took note of this commitment.

3. Internal Policies Affecting Foreign Trade in Goods

Industrial Policy, including Subsidies

69. Some members of the Working Party requested details on any subsidies to private or State-owned
enterprises and asked whether Estonia maintained any industry support to be notified in accordance
with the Agreement on Subsidies and Countervailing Measures. Some members also asked Estonia
to stateits attituderegarding future resort to subsidiesinthepursuit of industria policy and clarification
of the intention to restore historical trade links.
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70. The representative of Estonia said that the restoration of historical trade links would involve
free and balanced economic linkswith countries offering Estoniathe best possibilitiesand rea potential
for mutually beneficial economic partnership. Estonia considered financia support provided by its
Innovation Fund to bein linewith criteria established by Article 8.2 (&) of the Agreement on Subsidies
and Countervailing Measures. The Law on State Support for Entrepreneurship regulated State support
to small and medium sized enterprises. Support - loans and loan guarantees - were made available
from funds managed by an eeven-member Council. The representative of Estonia stated that his
Government would notify its Innovation Fund upon entry into force of Estonias Protocol of Accession.

The Working Party took note of this commitment.

Technical Barriers to Trade, Sanitary and Phytosanitary Measures

71. Somemembers of theWorking Party inquired about the application of international and national
standardsin Estoniaand the compliancewith various provisions of the Agreement on Technica Barriers
to Trade (TBT) and on Sanitary and Phytosanitary Measures (SPS). Regarding agriculture, some
members asked about the objectives of the Food Law and the resort to sanitary and phytosanitary

measures, with particular reference to Government Regulations 300 and 340 of 1992.

72. The representative of Estonia supplied information on technical barriers to trade in document
WT/ACC/EST/9 (Annex II1) and a notification on sanitary and phytosanitary measures. He added
that at present no legal act regulated the adoption and application of standards, and Estonia had not
concluded any agreement with other countriesinthisarea. The National Standards Board was responsible
for standardization issues. Current Estonian standards were based on ISO standards and harmonized
regulations of the European Union and were generally voluntary, except for mandatory standards on
spirits (white vodka) and construction cement. Conformity assessments were organized in accordance
with European requirements (EN 45000). Former USSR criteria, the so-caled GOST standards,
remained temporarily vaidin some areas but were no longer mandatory. All standards applied equally
to domestic and imported products. Acceptance of foreign certification was based on the principle
of mutual recognition between the relevant body in Estonia and its counterpart in another country.
The National Standards Board of Estoniawas responsible for standardization issues. Draft standards

and registration notices were published in "Standards of the Republic of Estonia’.

73. The representative of Estonia said that "high quality" and "internationally competitive food"
were key objectives cited in Estonias Food Law, which was to serve as abasis for further legislation

regulating food handling, quality, safety, control and inspection. Estonia did not envisage the use of
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minimum import prices, but non-automatic import licensing might be employed in the pursuit of food
policy objectives. A Nationa Food Board had been established to dea with all matters concerning

food and nutrition policy.

74. The representative of Estonia added that border controls on plants and plant products were
effected by the State Plant Quarantine Inspection in accordance with Government Regulation 300 (of
17 October 1992) on "Regulation of arranging phytosanitary control on the State border” and amendments
to this done on 19 October 1992 (Regulation No. 340) and 31 March 1995 (Regulation No. 147) as
well asthe Law on Plant Protection and the Temporary Regulation on the State Control, Sale, Export
and Import of the Seeds of Field Crops. Goods subject to veterinary controls, border check points,
requirements for veterinary certificates and theprocedures for settling clamswerelaid downinaDecree
of theMinister of Agriculture of 3 August 1994 and Government Regulation No. 17 of 10 April 1995.
The authorities considered the health and safety provisions of the Food Law to be consistent with the
WTO Agreement on Sanitary and Phytosanitary Measures. The Food L aw would be amendedto include
acceptance of exporters' certificates, issued in conformity with ISO 9000 and EN 45000, at the border.

75. Some members of the Working Party noted that Estonia had adopted no laws, regulations or
administrative procedures relating to the implementation and administration of the WTO obligations
on technical barriers to trade and that regulations concerning SPS were being developed. In their

view, these procedures should be enacted by the time of Estonia’s accession to the WTO.

76. Therepresentative of Estoniasaid that Estoniawould provide copies of draft |egislation related
totechnical barriers totrade and sanitary and phytosanitary measures to Members for comment. Noting
that Estonia did not yet have a specific timetable for formulating and implementing such legislation,
he confirmed that Estoniawould eventually establish suchlegislation. He confirmed that Estoniawould
establish an Enquiry Point as required in Article 10 of the WTO Agreement on Technical Barriers
to Trade, and that agencies drafting standards and conformity assessment or certification procedures
would take into account existing international standards or guidelines prior to drafting domestic
legislation. These agencies would accept the Code of Good Practice established in Annex 3 of the
TBT Agreement, notify WTO Members at the draft stage and take into account comments from WTO
Members before finalizing regulations. Estonia was preparing a notification under Article 15.3 of
the TBT Agreement.

77. The representative of Estonia confirmed that Estonia would apply al obligations under the
WTO Agreements on Sanitary and Phytosanitary Measures and Technical Barriers to Trade from the
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date of accession without recourse to any transition period. The representative of Estonia confirmed
that procedures to grant licences to import food would be finalized by the end of 1996 and would be
infull conformity with the provisions of the WTO Agreement on Import Licensing Procedures, notably
itsArticles 2, 3and 5. The representative of Estonia added that licences would not act to restrict the
quantity of imports; they would be granted automatically with the exceptions of conditions related
to phytosanitary requirements. The Working Party took note of this commitment.

Trade-Related Investment Measures (TRIMS)

78. With reference to trade related investment measures, the representative of Estonia confirmed
that his Government applied the principle of national treatment. He said that Estonia did not maintain
any measures inconsistent with the TRIM s Agreement and would not invoke provisions in the Agreement
that provide for the progressive dimination of such measures within afixed period of time. The Working

Party took note of this commitment.

State Trading

79. Some members of the Working Party noted that a significant portion of Estonia’s output and
trade remained in State hands and that tobacco and al cohol had been subject to State monopoly. Estonia
was requested to notify under Article XVII any defacto or dejure trade monopoly and trade activities

of any State-owned firm benefitting from selective support or subject to State intervention.

80. The representative of Estoniareplied that following extensive privatization State-owned firms
accounted for less than 5 per cent of domestic trade. Estonia notified under Article XVII of the
GATT 1994 inits Information on State-trading (WT/ACC/EST/9 (Annex 1V)) that a State monopoly
had been established on scrap metal to control meta trade for reasons consistent with Article XXI
(Security Exceptions). The purpose of the scrap metal monopoly (EMEX) was to prevent serious
crime; i.e. trade in meta stolen from unguarded instalations and construction sites. Such thefts had
caused extensivedamageto domesticinfrastructure, inparticular totheoperations of Estonian Railways,
Estonian Energy and Estonian Telephone. The monopoly would also be used to control trade in

radioactive scrap materias.

81. The representative of Estonia stated that, except for the monopoly on exports of metal scrap,
no enterprises carried specia or exclusiverightsin Estonia. He confirmed that the scrap metal monopoly

would be operated in accordance with the relevant provisions of the WTO Agreements, including
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Articles XVII and X1 of the GATT 1994, and that the monopoly would be abolished with the return
to norma conditions in the trade of metal scrap in Estonia. The representative of Estonia further
confirmed that, inthe application of lawsand regulations governing thetrading activities of State-owned
enterprises and other enterprises with special and exclusive rights, his Government would in all
circumstances act in full conformity with the provisions of the WTO Agreements, in particular
Article XVII of the GATT 1994, including the Understanding on that Article, and Article XI of the
GATT 1994; aswell asArticle VIII of theGATS. TheWorking Party took noteof these commitments.

Free Zones, Special Economic Areas

82. The representative of Estonia said that there were currently no free trade zones in Estonia.

Government Procurement

83. Some members of the Working Party asked whether Estonia intended to join the Agreement
on Government Procurement and requested detail sabout Estonias procurement legislation, itscoverage
and its conformity with WTO principles. The representative of Estonia said that the Law on Public
Procurement was adopted in May 1995 and entered into force on 1 January 1996. The Law wasin
linewith WTO provisions. The Government had established aPublic Procurement Board to coordinate
and administer public procurement activities. The legidlation defined five principa methods of
procurement; opentender, two-stagetendering, negotiated tendering, request for quotationsand single-
source procurement. Open tender implied that any interested supplier could submit a bid and no
negotiation woul d take place between the procuring entity and any tenderer. Two-stagetendering would
be applied when all technical and economic factors could not be assessed a priori or the procurement
carried uncertai nty regarding research and devel opment costs. Negotiated tendering would beorganized
in procurement involving State secrets or subsequent to an inconclusive round of open tender (no bids
received or al tenders rejected). The procuring entity could request quotations when a competitive
market existed for the product to be purchased and the procedure would result in offers below the going
market price. Single-source procurement could only take place in the existence of sole suppliers,
extraordinary needs or time pressure; asa continuation of previous procurement contracts, when the
supplier would carry out research and devel opment resulting in prototypes; or in procurement involving
State secrets.

84. The representative of Estonia confirmed that, upon itsaccession, his Government would notify

the Committee on Government Procurement of itsintention to accedeto the Agreement on Government
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Procurement and seek observer status in that Committee. He further confirmed that Estonia would
initiate negotiations for membership in the Agreement by tabling an entity offer. He aso confirmed
that, if the results of the negotiationswere satisfactory to theinterests of Estoniaand the other members
of the Agreement, Estoniawould compl ete negotiations for membership to the Agreement by the year

2002. The Working Party took note of these commitments.

Transit

85. The representative of Estonia said that Estonia had joined the "Convention on Customs for
GoodsinInternational Transit under the TIR Carnet” in April 1993. Departure and arrival formalities
were completed at the customs inspection stations at the border. No customs duty, customs clearance

charge, sales tax or excise tax were levied on goods in transit.

86. The representative of Estonia confirmed that his Government would apply its laws and regulations
governing trangit operations and would act in full conformity with the provisions of the WTO Agreement,
in particular Article V of the GATT 1994. The Working Party took note of this commitment.

4, Agricultural Policies

87. Some members of the Working Party requested information on Estonias current agricultural
policy, including main principles, and specific policies regarding tariffs and tariff bindings, trade
measures in the grain sector, safeguards, farm support programmes and incomes policy, price controls,

export subsidies, privatization and preferential trade arrangements.

88. The representative of Estonia said that the return of land to former owners had been a
cumbersome process but the major part of agriculture had been privatized. Remaining State enterprises
till played an important réle in the development of seeds and breeds. Foreign ownership existed in
thefood processing industry. Estoniahad notariffsor non-tariff measures affecting agricultura imports
and no subsidies or price controls on food. However, the Law on Market Arrangements would allow
the introduction of tariffs. The initia offer for the market access negotiations (WT/L/60) included
no zero-tariff bindingsin agriculture and Estonia indicated that its tariffs would be bound at a level
similar to the neighbouring countries. Estonia had the possibility, until 1996 or 1997, to regulate
agricultural imports with tariffs under the Free Trade Agreement with the European Union. The 1994
Law on Grain dlowed the Government to restrict grain imports when domestic demand was fully covered

by local production. However, quotas had not been implemented until now.
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89. The representative of Estonia confirmed Estonid s awvareness of the WTO requirement to convert
guantitative import restrictions into customs duties and said that this rule would be followed in future
policy. The representative of Estonia added that licensing arrangements for food imports would be
finalized by December 1996. Licences would not act to restrict the quantity of imports; they would
be granted automatically with the exception of conditions related to phytosanitary requirements.

0. The representative of Estonia added that the 1994 Free Trade Agreement between Estonia,
Latvia and Lithuania did not cover HS Chapters 1 to 24, but an agreement covering trade in farm

products would enter into force in 1997.

a1. The representative of Estonia added that Estonia would not exclude any future resort to specia
safeguard measures, but was not ableto indicate any specific areas where such measures might be used.
Some members of the Working Party noted that the provisions regarding specia safeguard measures
in the Agreement on Agriculture were reserved for WTO members having undertaken tariffication
of non-tariff measures in the Uruguay Round. Therefore, asanon-member of the WTO at that time,

Estonia would not be entitled to resort to specia safeguard measures.

[92.  The representative of Estonia said that the lack of financial resources had so far prevented
subsidization of agricultural exports, but Estoniawould reserve theright to introduce domestic support
programmes and export subsidies. An offer on domestic support and export subsidies for agriculture
was circulated to members of the Working Party in September 1995 (WT/SPEC/13) including export
subsidy ceilings for butter, cheese, milk powder, beef, pig meat and poultry meat; income support
measures subject to reduction commitments; and various "green box" measures. Estonia aso listed
anumber of current support programmes it considered "green box" support in WT/ACC/EST/4. Some
members of the Working Party did not agree that Estonia should be entitled to claim protection for
programs it had not yet implemented, such as export subsidy programs, or programs that had been

implemented after Estonia applied for accession to the WTO.]

[to be completed]

Trade in Civil Aircraft

93. A member of the Working Party sought a commitment that Estonia would implement the

Agreement on Trade in Civil Aircraft without exceptions or transition periods at the time of accession.
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94, The representative of Estonia confirmed that Estonia would become a signatory to the Agreement
on Trade in Civil Aircraft upon accession to the WTO. The Working Party took note of this

commitment.

TRADE-RELATED ASPECTS OF INTELLECTUAL PROPERTY RIGHTS

95. Some members of the Working Party requested details about legislation and enforcement of
intellectual property right protection in Estonia and the compatibility with requirements of the TRIPS
Agreement. Specific questionswere addressed regarding exceptionsfrom national or m.f.n. treatment,
non-patentableinventions, protection of plant varieties, patentholders' rights, extension of patent terms,
granting of compulsory licences, judicial review, semiconductors, copyright, trademarks, industrial

design and competition and anti-trust.

96. The representative of Estoniasaid that Estoniadeemed itsintellectual property right protection
compatible with the TRIPS Agreement with no exceptions to the principles of national and m.f.n.
treatment. The Patent Office had opened in March 1992. During 1992 and 1994 Estonia had enacted
aPatent Law; aUltility Model Law; aTrademark Law; and a Copyright Law. A design protection
law was in preparation. Legidlation on industrial property was said to be modelled on corresponding
laws of the Nordic countries. Estonias Copyright Law and Trademark Law allowed bilatera and
multilateral agreements to which Estonia had acceded to take precedence if provisions of national law

were inconsistent with the provisions of such agreements.

97. In 1994, Estonia had become full member of the World Intellectual Property Organization,
joined the Patent Cooperation Treaty and restored its membership to the Paris Convention for the
Protection of Industrial Property and the Berne Convention for the Protection of Literary and Artistic
Works which Estonia originally joined in 1924 and 1927, respectively. The Ministry of Culture was
preparing Estonia's accession to the 1971 Geneva Convention and the 1961 Rome Convention. The
text of the Rome Convention had been translated into Estonian and a draft Law to join the Convention
would be presented to Parliament inthefirst half of 1997. Estoniaalso planned to accedeto the Protocol
relating totheMadrid Agreement on International Registration of Marks andthe Trademark Law Treaty.
In response to further questions, the representative of Estonia said that plant varieties were protected
under the 1994 Variety Protection Law and patent protection for microorganism strains coul d be granted
following Estonias accession to the Budapest Treaty. Estonia intended to accede to the Union for
the Protection of New Plant Varieties (UPOV) and the Variety Protection Law would be harmonized
with the 1991 UPOV Convention.
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98. Certain inventions were non-patentable (inventions contrary to public order and morality,
treatment and diagnostic methods practised on humans or animals, topology of micro-circuits and
substances derived from nuclear fission). Patent protection was provided to equipment, methods,
substances or micro-organism strains, including their combination and use for novel purposes, in
accordance with Article 6 of the Estonian Patent Law; no plans existed to introduce supplementary
protection certificates for pharmaceutical and agricultural chemical products. Provisions regarding
a patentee's exclusive rights and exceptions were found in Chapter 1V (sections 15, 17, 45 and 46)
of Estonids Patent Law. There were no restrictions on a patent owner's rights to assign, transfer or
licence rights, but a licensing agreement needed to be registered with the Patent Office to be valid.
Compulsory licences could be granted by court order only (section 47). Estonia considered this provision
to fulfil entirely the requirements of Article 31(b) and (c) of the TRIPS Agreement. Patents were not
extendable under present legislation. Provisions corresponding to Article 34 of the TRIPS Agreement
(Process Patents: Burden of Proof) had not yet been established.

99. With respect to copyright and related rights, the representative of Estonia said that Estonia
applied the principle of national treatment inthe protection of works. The Copyright Law a so protected
works originating in countries where international treaties did not apply, provided that the other country
guaranteed similar protection to the works of Estonian authors or works first published in Estonia.
The representative of Estonia added that the drafting and enactment of legislation on protection of
semiconductor layout design was scheduled for 1998. The conditions governing free use and free
decompilation of computer programs were set out in Chapter 1V, Sections 24 and 25, of the Copyright
Law. The Law did not contain provisions on compulsory licensing of copyrightable works and sound
recordings; full retroactive protection was provided under Sections 38 and 74. Section 75 prescribed
the limitations on rights neighbouring on copyright. The collection of alevy to compensate for the

use of audiovisua works and sound recordings began in January 1996.

100.  With regard to trade marks, the representative of Estonia said that signs registrable as trade
marks were enumerated in Section 6 of the Trade Marks Law. The Law protected well known marks
whether or not registered in the Republic of Estonia Section 5 of the Law set out the rights (and
limitations) granted to holders of trademarks; registration satisfied notice of the exclusive right, and
no specific provisions restricted the licensing or transfer of trademarks. The registration of an assignment
was hot mandatory, but it was not considered valid without registration. Registrability of atrademark
generdly did not depend onuse. Applicationswere lodged with the Patents Office, itsrefusal to register
atrademark (contravention of sections 7 and 8) might be contested through the Board of Appeals of
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Industrial Property. Decisions of the Appeal Board could be brought before a court of law. Estonia

foresaw no changes to the Trademark Law at this stage.

101. The representative of Estonia said that Estonia was drafting new laws on industrial design,
geographical indications of origin and semiconductor layout designs. For thetime being, geographical
indicationsof origin were protected indirectly through the Trademark Law and theL aw on Competition.
Trade secrets were not protected by separate legidation, but were covered under Article 148 of the
Crimina Code. Undisclosed information was protected under the provisions governing the abuse of
business secrets in the Law on Comptition. Information submitted to government agencies was protected
under the Public Service Law. The Second Part of Estonia's Competition Law: Unfair Competition
was consistent with the Paris Convention and Article 40 of the TRIPS Agreement. The Customs Law
formed thelegal basisfor the prevention of imports of infringing goods. In accordance with Article 38
of the Customs Law, customs officers examined goods to check that their nature, origin, condition,
guantity and value corresponded to the information provided in the customs declaration. Proceedings
could be instituted in cases of forged, falsified or incomplete documentation. Amendments to the
Crimina Code and the Code of Infringement of Administrative Law to include specific provisions on

legal protection of industria property awaited approval by Parliament.

102. A member asked Estoniato become amember of the Geneva Phonograms Convention, noting
that the restoration of protection for copyrighted works was required under Article 18 of the TRIPS
Agreement. Protection of industrial designs, semiconductor chiplayout designsand new plant varieties
wasalsorequired under TRIPS. On patents, thismember asked for confirmation that acourt, indeciding
on acompulsory licence, would follow the procedures outlined in Article 8, paragraph 6 of itsbilateral

agreement with Estonia.

103.  The representative of Estonia stated that Estonia would fully apply al the provisions of the
Agreement on Trade-Related Aspects of Intellectual Property Rights by the date of its accession to
the WTO, without recourse to any transitional period. The Working Party took note of this commitment.

POLICIES AFFECTING TRADE IN SERVICES

104. Intheinterest of accel erating the process of accessiontothe WTO Agreement, therepresentative
of Estoniasubmitted Estonias draft schedul e of specific commitmentsin services (document WT/L/59),
and a Revised Draft Schedule of Specific Commitments in Trade in Services (document

WT/ACC/EST/6). Certain services activities were subject to licensing; the required licences and the
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corresponding regulatory authorities arelistedin Table 5. Estonias schedule of specific commitments
on services is reproduced in the annex to this report. Asindicated in the conclusions of this report,

the Working Party took note of the services commitments of Estonia.

105.  Some members of the Working Party commented on Estonias draft schedule of commitments
ontradeinservices. Inther view, theinitial offer was not sufficient since the documentation indicated
an open services régime and Estonia had entered unbound in severad modes of delivery. Specific
guestionscovered procedures or restrictions ontheentry of foreign labour, including lawyers, architects
and accountants and cross-border trade in such services;, market access conditions, cross-border trade,
theeffect of theeconomic stabilization programme, and recent legislationinthefinancial services sector;
licensing of operators in telecommunications and air transport; restrictions on foreign investment;

establishment of trade offices and the coverage of services in preferential trading arrangements.

106. The representative of Estonia presented a revised services schedule undertaking further
commitments. According to the representative of Estoniathe unbound entriesin thefirst draft reflected
thelack of specificregulations with regard to specific services. He added that visaregulations governed
the temporary entry of foreigners, a residence permit and a work permit was required for foreign
personnd to take up employment in Estonia  The annua immigration quota corresponded to 0.1 per cent
of Estonias population. Foreign lawyers, architects and accountantscoul d act asconsultantsto Estonian
firms and there were no legal obstacles to the purchase of such services abroad. The representative
of Estonia stated that the financial services sector was free from restrictions and that no restrictive
measures were planned for the near term. Estonia confirmed that foreign suppliers were not treated
less favourably than national providers of financial services, with the exception of some specia
requirements concerning foreign-owned insurance companiesindicated in itsdraft Schedule of Specific
Commitments (WT/L/59). Applications to establish representation offices or subsidiaries in banking
were addressed to the Bank of Estonia. Recent amendments in financial sector legislation included
further regulations on prudentia requirements and the adoption of a new Credit Institution Law with
additional instruments for the supervisory authority and provisions on money laundering. The Estonian
securities market wasin its early stages of devel opment, but growth had been substantial. The demand

for insurance had been boosted by compulsory insurance for motor vehicles.

107.  Withregard to telecommunications, the representative of Estonia said that aforeign firm would
need a foreign investment licence and register as a lega person in Estonia to do business in

telecommunications. A concession conferring monopoly rightsto"Eesti Telefon" (Estonian Telephone)
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was valid until year 2003. The Law of Broadcasting (Article 22) limited foreign ownership and

possession of broadcasting transmitters to less than 50 per cent of the shares.

108.  Withregard to transportation, therepresentative of Estonia said that only companiesregistered
in Estonia could obtain a licence for conveyance of goods and passengers;, aferry had to be owned
by a citizen of Estonia or a company with headquarters in Estonia and have a minimum 51 per cent
national ownership. The shipping company "Estline" currently had a monopoly concession, valid for
afurther three years, on the conveyance of passengers between Estoniaand Sweden. Aviation licences
were issued to permanent residents of Estonia or lega persons with minimum 51 per cent resident
or national ownership. Air carriers operating in Estonia included Estonian Air and several foreign

carriers.

109. The representative of Estonia stated that Estonia did not prohibit foreign services suppliers
from establishing trade officesin any sector and that no services sectors and activities were completely

closed to foreign companies.

110. He added that Estonias free trade agreements mainly covered goods; no current agreement

gave any country preferential status in services trade in Estonia.

TRANSPARENCY

Publication of Information on Trade

111.  Therepresentative of Estonia stated that, at the latest from the date of accession, al laws and
normative acts related to trade would be published promptly in the official journa "Riigi Teatga".
He stated further that no law or rule, etc. related to internationa trade would become effective prior

to such publication. The Working Party took note of this commitment.

Notification

112.  The representative of Estonia said that, at the latest upon entry into force of the Protocol of
Accession, Estonia would submit al notifications (other than those required to be made on an ad hoc
basis) required by any Agreement constituting part of the WTO Agreement. Any regulations

subsequently enacted by Estonia which gave effect to the laws enacted to implement any Agreement
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constituting part of the WTO Agreement would aso conform to the requirements of that Agreement.

The Working Party took note of this commitment.

TRADE AGREEMENTS

113.  Some members of the Working Party enquired about Estonias preferential agreements with
the European Union and EFTA member countries, Latvia and Lithuania, further plans to conclude
such agreements, including a possible Batic Customs Union, and the existence of countertrade agreements
with former CMEA members. Questions were aso raised concerning the consistency of Estonias
free trade agreements with the requirements of Article XXI1V of the GATT 1994, in particular the
obligation to cover substantially all the trade between the constituent territories. A member requested
information on the scope of Estonias preferential agreements with particular attention to sectors where

all measures and charges on trade had not yet been eliminated.

114.  Therepresentative of Estoniareplied that Estoniahad preferentia trade agreementswith EFTA,;
the EU; Latvia and Lithuania; Ukraine; the Czech Republic; the Slovak Republic and Sovenia
Based on the period January-March 1996, about 73 per cent of Estonids foreign trade was subject
to preferential agreements. The Free Trade Agreement with the European Union had entered into
force on 1 January 1995, also covering new members Austria, Finland and Sweden. Estonids Free
Trade Agreement with the European Union had been notified to the WTO in document WT/REG8/N/1
and was being examined in accordance with normal practice. Estonia had made proposals to conclude
free trade agreements with Poland and Hungary. He stated that Estoniahad no countertrade agreements
with countries in central and eastern Europe. The free trade agreements generaly granted duty free
importation and exportation of manufactures (HS Chapters 25-97) while trade in agricultural goods
were covered in separate agreements or protocols. Some quantitative and qualitative requirements
applied to Estonia's agricultural exports. The main aim of a possible Baltic Customs Union would
be the abolition of internal customs controls; an assessment of its effect on Estonias libera trade

policy was not possible at this stage.

115.  The representative of Estonia stated that his Government would observe the provisions of the
WTO including Article XX1V of the GATT 1994 and Article V of the GATS in its trade agreements,
and would ensure that the provisions of these WTO Agreements for notification, consultation and other
requirements concerning preferentia trading systems, free trade areas and customs unions of which

Estoniawas amember were met from the date of accession, in so far asthese provisions had not aready
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been met by one of the other Parties to such an agreement. The Working Party took note of these

commitments.

Conclusions

116.  The Working Party took note of the explanations and statements of Estonia concerning its foreign
trade régime, asreflected inthisreport. The Working Party took noteof the assurances given by Estonia
in relation to certain specific matters which are reproduced in paragraphs 14 and 19 of this report.
The Working Party took note of the commitments given by Estoniain relation to certain specific matters
which are reproduced in paragraphs 22, 30, 31, 35, 45, 51, 57, 63, 66, 68, 70, 77, 78, 81, 84, 86,
94, 103, 111, 112 and 115 of thisreport. The Working Party took note that these commitments had
been incorporated in paragraph 2 of the Protocol of Accession of Estonia to the WTO.

117. Having carried out the examination of the foreign trade régime of Estonia and in the light of
the explanations, commitments and concessions made by the representative of Estonia, the Working
Party reached the conclusion that Estoniabeinvited to accedeto the Marrakesh Agreement Establishing
the WTO under the provisions of Article XII. For this purpose, the Working Party has prepared the
draft Decision and Protocol of Accession reproduced in the Appendix to this report, and takes note
of Estonias Schedule of Specific Commitments on Services (document ....... ) and its Schedule of
Concessions and Commitments on Goods (document ........ ) that are annexed to the Protocol. It is
proposed that these texts be adopted by the General Council when it adopts the report. When the
Decision is adopted, the Protocol of Accession would be open for acceptance by Estonia which would
become aMember thirty days after it accepts the said Protocol. The Working Party agreed, therefore,
that it had completed itswork concerning the negotiationsfor the accession of Estoniato the Marrakesh
Agreement Establishing the WTO.

[TO BE COMPLETED]
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Table 5
Activities subject to licensing (Activity Licence)
Activity Issuing Authority
1. | Management of aviation and sea transport (exclude small Ministry of Transport and

private boats), international car and railway transport
(excludes intra-enterprise rail transport)

Communications

Geology-related activities, mining of natural resources

Ministry of Economic Affairs

Production and trade in objects containing precious metas
and precious stones

Ministry of Finance

Production, possession and trade in weapons, parts
thereof, ammunition, or pyrotechnic equipment; repairs of
wespons

Ministry of Internal Affairs

Production and trade in medical narcotic, highly toxic,
radioactive, and poisonous substances. Growing plants that
contain narcotic, highly toxic and poisonous substances.
Purchase and possessing of medical narcotic, highly toxic,
radioactive, and poisonous substances

Ministry of Socia Affairs

All forms of medica treatment

Ministry of Socia Affairs

Production of and trade in medicines

Ministry of Socia Affairs

Import and export, as well as production and wholesale of
tobacco and production thereof, and alcohol; and retail of
alcohol

Ministry of Economic
Affairs, Municipal
Governments

Printing and minting of money

Bank of Estonia

10.

Printing of securities

Ministry of Finance

11.

Printing of postage stamps

Ministry of Transport and
Communications

12.

Building and management of public communications
networks of any kind

Ministry of Transport and
Communications

13.

Management of an educationa institution of a higher or
genera level, both vocationa, or professional; together
with the right to issue nation wide accepted certificates of
education

Ministry of Culture and
Education

14.

Management of security services firms, installation of
security, guard, and signalization systems

Ministry of Internal Affairs

15.

Opening and management of private detective agencies

Ministry of Internal Affairs

16.

Collation of measuring instruments

Ministry of Finance

17.

Production and trade in micro-organisms, plants, and
animals created by genetic engineering

Ministry of Agriculture

18.

Insurance

Ministry of Finance

19.

Projecting, expertise and inspection of buildings,
construction contracting activities

Ministry of Environment;
Ministry of Agriculture

20.

Geodetic and cartographic activities

Ministry of Environment

21.

Ecological expertise

Ministry of Transport and
Communications
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22

Activity
Management of environmentally harmful substances

Issuing Authority

Ministry of Transport and
Communications

23.

Transmission or broadcasting of radio and television
programmes by means of the radio and television networks

Ministry of Culture and
Education

24,

Management of casinos (gambling)

Ministry of Finance

25,

Reproduction of the State symbols or their parts of the
Republic of Estonia

State Chancellery

26.

Exchange management

Ministry of Finance

27.

Tourism

Ministry of Economic Affairs

28. | Ships' agencies and organizing sea transport Ministry of Transport

29. | Lotteries Ministry of Transport and
Communications

30. [ Assessment of land property, selling and buying land Ministry of Agriculture

31.

Activities on the securities' market

Ministry of Finance

32.

Veterinary activities, veterinary practice

Ministry of Agriculture

33.

Temporary storage of commercial goods, customs-storage
procedures

Ministry of Finance

34.

Commercia trade (imports, re-exports), wholesale and
retail, and storage of imported fuels and lubricants

Ministry of Economic Affairs

35.

Production and repairs of weapons, ammunition, and
technology for nationa defence purposes

Ministry of Defence

36.

Experiments with animals

Ministry of Agriculture

37.

Management of imports and exports, as well as other
trade, services, repairs, and dissembling of motor vehicles
and trailers

Ministry of Economic Affairs

38.

Assessment of personal protective equipment types, quality
certification; assessment of machinery and equipment types

National Labour Inspection
Board

39.

Logopedica aid

Ministry of Socia Affairs

40.

Conservation, restoration, creating of repairs projects, and
carrying out the corresponding activities on the objects of
cultural importance (the objects of archaeological,
architectural, technological, and historical value, objects of
fine arts)

Ministry of Culture and
Education

41.

Classification of goods and measuring of goods for
customs' purposes

Ministry of Finance
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APPENDI X

ACCESSION OF ESTONIA

Draft Decision

The General Council,

Having regar d to theresults of the negotiations directed towards the establishment of theterms
of accession of the Republic of Estonia to the Marrakesh Agreement Establishing the World Trade

Organization and having prepared a Protocol for the Accession of Estonia,

Decides, in accordance with Article XII of the Marrakesh Agreement Establishing the World
Trade Organization, that the Republic of Estoniamay accedeto the Marrakesh Agreement Establishing
the World Trade Organization on the terms set out in the said Protocol.
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PROTOCOL OF ACCESSION OF ESTONIA
TO THE MARRAKESH AGREEMENT ESTABLISHING THE
WORLD TRADE ORGANIZATION
DRAFT

TheWorld Trade Organization (hereinafter referred to asthe"WTQ"), pursuant to the approval
of the Genera Council of the WTO accorded under Article Xl of the Marrakesh Agreement Establishing
the World Trade Organization (hereinafter referred to as "WTO Agreement"), and the Republic of

Estonia (hereinafter referred to as "Estonia'),

Taking note of the Report of the Working Party on the Accession of Estonia to the WTO in
document WT/ACC/EST/.... (hereinafter referred to as the "Working Party Report"),

Having regard to the results of the negotiations on the accession of Estonia to the WTO,

Agree as follows:

Part | - General

1 Upon entry into force of this Protocol, Estonia accedes to the WTO Agreement pursuant to
Article XII of that Agreement and thereby becomes a Member of the WTO.

2. The WTO Agreement to which Estonia accedes shall be the WTO Agreement as rectified,
amended or otherwise modified by such legal instruments as may have entered into force before the
date of entry into force of thisProtocol. ThisProtocol, which shall comprise the commitmentsreferred

to in paragraph 116 of the Working Party Report, shall be an integra part of the WTO Agreement.

3. Except as otherwise provided for inthe paragraphs referred toin paragraph 116 of theWorking
Party Report, those obligationsin the Multilateral Trade Agreements annexed to the WTO Agreement
that are to be implemented over a period of time starting with the entry into force of that Agreement

shall beimplemented by Estoniaasif it had accepted that Agreement on the date of its entry into force.
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4, Estoniamay maintain ameasure inconsistent with paragraph 1 of Article |1 of the GATS provided
that such ameasure isrecorded in thetext of Article I Exemptions annexed to this Protocol and meets

the conditions of the Annex to the GATS on Article Il Exemptions.

Part Il - Schedules

5. The Schedules annexed to this Protocol shall become the schedule of Concessions and
Commitments annexed to the Genera Agreement on Tariffs and Trade 1994 (hereinafter referred to
asthe"GATT 1994") and the Schedule of Specific Commitments annexed to the General Agreement
on Tradein Services (hereinafter referred toas"GATS") relating to Estonia. The staging of concessions
and commitments listed in the Schedules shall be implemented as specified in the relevant parts of the
respective Schedules.

6. For the purpose of the reference in paragraph 6(a) of Article Il of the GATT 1994 to the date
of that Agreement, the applicable date in respect of the Schedules of Concessions and Commitments
annexed to this Protocol shall be the date of entry into force of this Protocol.

Part 111 - Final Provisions
7. This Protocol shall be open for acceptance, by signature or otherwise, by Estonia until .........
8. This Protocol shall enter into force on the thirtieth day following the day of its acceptance.

9. This Protocol shall be deposited with the Director-General of the WTO. The Director-General
of the WTO shall promptly furnish a certified copy of this Protocol and a notification of acceptance
thereto pursuant to paragraph 7 to each member of the WTO and Estonia.

10. ThisProtocol shall beregistered in accordance with the provisions of Article 102 of the Charter
of the United Nations.

Done at Genevathis ... day of .... onethousand nine hundred and ninety seven, in asingle
copy in the English, French and Spanish languages each text being authentic, except that a Schedule

annexed hereto may specify that it is authentic in only one or more of these languages.
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ANNEX

SCHEDULE CXLII - ESTONIA

Part | - Goods
[to be completed]
Part Il - Services

[to be completed]





