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. ECONOMY, ECONOMIC POLICIES AND FOREIGN TRADE
1. Economy
(b) Current economic situation

Q 1. Please provide national income accounts data for 1994 and fiscal data (actual revenue
and expenditure) for 1995.

Reply

Saudi Arabian National Accounts Data for 1994: (preliminary estimates as percent of total
in current prices)

By Sector of Origin % GDP
Oil Sector 35.7
Non-oil Sector 64.3

of which

Private Sector 38.1

Government Sector 26.2
Total 100.0
By Expenditure % GDP
Gross Fixed Investment 22.2
Final Consumption 77.8

of which

Private Sector 48.2

Government Sector 29.6
Total GDP 100.0

Note: Total GDPis SR 441.7 hillions for 1994 and actual fiscal datafor 1995 isnot available at this
time.

Q 2. Please update the response to question 43 regarding the portion of Saudi Arabia's
governmental revenues supplied by import tariffs.

Reply

Themost recent published dataon Tariff revenuesis1993; import tariffsrepresent 6.5 per cent
of government revenues.

Q 3. Pleaseindicatetheportion of government revenuenot related to the production and export
of petroleum accounted for by import tariffs.

Reply

Themost recent published dataisfor 1993. For that year tariff revenuesrepresented 26 per cent
of non-oil government revenues.
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2. Economic Policies
(a) Main directions

Q 4. In theresponse to question 20(c) (L/7645/Add.1), it is stated that, “ One of the specific
objectives of the Fifth Development Plan was to maximize the domestic transformation of
domestically produced rawmaterialsandinter mediateproducts, particularly petroleum derivatives
and petrochemicals’ .

Annex 2A, Decree No. 142 of 19/11/1413(H), lists the Strategic Principles of the Sixth
Development Plan. Among the “ General Objectives and Strategic Bases’ for the Plan,
items 7 and 8 are, “ To reduce dependence on the production and export of crude oil as
themain sour ce of national income; and to continuer estructuring the Kingdom’ seconomy
through continuing diver sification of the economic base, particularly through laying more
emphasis on industry and agriculture.”

In thisregard, will Saudi Arabia state categorically that it will use measures consistent
with the provisons of the WTO to implement these goals and objectives and its Development
Plans?

Reply
Yes.

Q 5. Saudi Arabia notesin the responses to question 13 and 21 (L/7645/Add.1) that it is“in
thepreiminary stagesof a programmeto privatize productive or ganizationsthrough the flotation
of shares of those companies deemed to be ready for privatization” .

Annex 2A, Decree No. 142 of 19/11/1413 (H), lists the Strategic Principles of the Sixth
Development Plan. In the second section, paragraph 2(d) states that one priority for the
Plan is “ Considering the feasibility of privatizing some Government business-oriented
activities.” Paragraph 2 of the Third Basic Principle and paragraph 1(c) of the Eleventh
Basic Principle contain similar referencesto the goal of increasing therole of the private
sector in the Saudi Economy through privatization, through the issuance of shares.

What isthe status of the privatization programme? What concr ete steps have been taken
to date in the direction of operationalizing the privatization objectivesreferred to in the
responses to questions 13, 21, and 42? Please cite decrees, legislation, or other
governmental proclamations that implement the privatization programme.

Reply

The sixth Development Plan calls for consideration of possibility of privatizing selected
government owned facilities at the appropriate time provided that such privatization will be of real
benefit to the national economy. The Plan provides for the gradua sale to the private sector of
government shares in joint stock companies, following in-depth studies of each individual case, so
that the socia and economic costs and benefitscan be properly evaluated and timing can be determined
when appropriate conditions prevail. The programme of privatization isin its initial stages and the
Ministerial committee has as yet taken no specific privatization decisions.

Q 6. Please list those firms, enterprises, institutions, and sectors being considered for the
privatization process. Please indicate if the these include those listed in question 21 of
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L/7645/Add.1, i.e., thetelephone/telegraph system, thenational airline(SAUDIA) and Saudi Basic
Industries (SABIC), Build-Operate-Transfer (BOT), and Export Credit.

Reply

Inprinciple, entitiesto beconsideredfor privatizationwill includeTelecommunications, Saudia
and SABIC. Thereis no nationa export credit agency to be privatized.

Q 7. Please describe the process by which enterprises are selected for privatization, including

the Ministriesinvolved, provisonsfor transparency and general participation, and other procedural
aspects of the programme.

Reply

The process of selecting enterprises for privatization involves case by case consideration of
the relevant factors by the Ministerial Committee.

Q 8. Pleasedaborate on how firmsand enter prises selected will be valued and otherwise prepared
for public purchase?

Reply

Market assessment will betaken into consideration when valuing shares of enterprises selected
for privatization.

Q 9. Please describe how the public will be given access to this process and elaborate on the
methods established or contemplated to carry out the privatization programme.

Reply

Extent of publicity given to decisions to privatize depend on circumstances surrounding particular
sde.

Q 10. In addition to selling shares, are other methods of privatization contemplated?
Reply

Privatization may be achieved through tender, direct negotiated sale to a selected buyer, or
sale of shares.

Q 11. Will foreign firmsbe permitted to participatein the privatization programme on an equal
basis with Saudi citizens or establishments? What differences are contemplated?

Reply

Decisions on whether to include foreign firms in privatization projects are taken case-by-case
and are based on factors such as technology needs and liquidity in Saudi equity market.
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(b) Monetary and fiscal policies
Taxation régime (Paragraph 45, L/7489)

Q 12. The corporate taxation system applies a different tax régime for non-Saudi businesses.
Asthe Zakat isapplied only toliquid assetsand at a rate shar ply below that applied to theincome
of non-Saudis, it would appear that non-Saudis bear a higher tax burden than Saudi citizens.

What portion of national tax revenues are accounted for by (a) theincome tax on foreign
entities and (b) the Zakat applied to the liquid assets of Saudi citizens?

Reply

We refer to our reply to question 5 in WT/ACC/SAU/6. The tax paid from Zakat is not
comparable to incometax. The Zakat is paid from the time an asset is acquired and does not depend
on economic performance, while the income tax is paid only after atime interval of up to 10 years
and then is paid out of profits. The result may imply an advantage for either one, a company which
is not profitableis still obligated for the Zakat but not for income tax. Thelarger the ratio of capital
or assets to production, the larger the burden of the Zakat compared to income tax.

(d) Foreign and domestic investment policies

Q 13. The Investment of Foreign Capital Regulation requires “foreign technical expertise” as
a necessary condition of investment.

What constitutes foreign technical expertise? What form must this expertise take? This
condition would appear to be a technology transfer requirement. What is the manner
in which this expertise must be shared or transferred?

Reply

The condition of “ foreign technical expertise” does not necessarily mean atechnol ogy transfer
requirement. The “foreign technical expertise” term includes technical know-how and management
know-how, depending on project/sector technical needs or requirements.

. FRAMEWORK FOR MAKING AND ENFORCING POLICIES AFFECTING TRADE
3. Division of Authority

Q 14. InThereply toquestion No. 44 (L/7645/Add.1) statesthat international agreements such
are submitted to the Council of Ministers, then to the Consultative Council in the form of
resolutions. Upon approval of the King, agreements are enacted.

I's this approval enacted through a Royal Decree?
Isthis the procedure that Saudi Arabia intends to follow for approval of its accession to
the WTO? Please describe how Saudi Arabia will consider and approve the accession

package of protocol and market access schedules.

Do such approved resolutions have the force of law, and if so, to what extent to they
overrule previous laws?
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Reply

As for international agreements, when the Kingdom of Saudi Arabia signs an international
agreement it issubmitted to the Council of Ministersfor thefinal approval to be signed by the Custodian
of the Two Holly Mosques, The King, as the President of the Council of Ministers.

Article 70 of the Basic Rule of Law states that “ laws, conventions, international agreements
and privileges are issued and ratified by Royal Decree. It is clear from this article that conventions
andinternational agreementsareissued by Roya Decreeafter revision by both the Consultative Council
and thecouncil of ministers. Article 2 of theMinisters Council law affirmsthisby statingthat “ ...laws,
conventions, international agreements and privileges are issued by Royal Decrees after revision by
the Ministers Council.”. Thisprocedureisacompulsory method for al agreements and international
conventions and that is the method which would befollowed by Saudi Arabiafor itsaccessionto WTO.
Conventions and internationa agreementswhich areratified havetheforce of the law as national laws.

Article 71 of The Basic Rule of Law states that laws are published in the official gazette
(Um Al-Qura) and are implemented from the date of publishing. This means that publishing is considered
amust condition for the enforcement of thelaw and for the public knowledge. There areno exceptions
to this rule.

4, Laws and Legal Acts

Q 15. Under the Commercial Agencies Regulations, in-country commercial agents must be
registered with the Ministry of Commerce which is restricted to Saudi nationals.

What is the rationale for restricting this activity to Saudi nationals? |s Saudi Arabia
considering on relaxing this trade barrier.

In what manner are domestic goods subject to similar restrictions for their domestic
distribution?

Reply

The commercia agencies law does not make it mandatory for foreign suppliers to appoint
commercia agentsin Saudi Arabia. The Law only stipulates that if a supplier appoints a commercial
agent, it should be a Saudi national.

The Commercial Agencies Law does not distinguish between imported products and products
of national origin and thereisno discrimination against imported goods. |f domestic producers appoint
commercia agents, the agents have to be Saudi nationals.

According to our understanding of GATT, there is no violation of Article Il as there is no
departure from the principle of national treatment.

Therationalefor the system of commercia agentsisaready provided in reply 264 at page 95
of document L/7645/Add. 1.

Q 16. Concerning thereply to question 265(L/7645/Add.1), we would appreciate mor e information
on entities other than Saudi nationals and firms and commercial agents that can import goods.
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Reply

All business enterprises which are officially licensed and registered to operatein Saudi Arabia
may import goods.

Q 17. Pleaseprovidedetails and English translations of regulations requiring agent distributor
arrangements for exports to Saudi Arabia (e.g., Saudi Commercial Agency Regulations).

Reply

Please see the English text of the Commercial Agencies Law that is aready submitted to the
WTO Secretariat, Annex 14 to document L/7645/Add. 1.

Q 18. Arethereany laws, regulations, decrees, decisons, Ministerial orders, or any other measures
having similar effect concerning trade in goods and services that can become law without being
published in the Um Al-Qura? If so, please list them.

Reply

No.

V. POLICIES AFFECTING TRADE IN GOODS
1 Import regulations
(b) Characteristics of national tariff

Q 19. Approximately what portion of Saudi Arabia’s goodsimports are exempted from tariffs?

Reply

The percentage of the imports exempted from tariffs in 1994 amounted to 18.04 per cent as
indicated in the revised memo (WT/ACC/SAU/4) para. 67.

Q 20. Concerning reply No. 60 (L/7645/Add.1), is there any domestic production of tobacco
products? If so, please describe the industry, e.g., are manufacturers State-owned or privately
held, what portion of domestic consumption is supplied by imports, are these products subject
to the same charges as imports as listed in Article 63 of the Customs Regulations, etc.?

Reply
There is no domestic production of tobacco products.

Tariff preferences
Arab League

Q 21. Saudi Arabia notes in its response to question 74 (L/7645/Add.1) that all Arab League
members grant and receive trade preferences from Saudi Arabia for products in a number of
HS chapters, and that the preferences are confined to tariff relief.
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Please provideacompletelist from Saudi Arabia’ stariff scheduleof thetariff linescovered
by the Arab League tariff preferences. Pleaselist these items by tariff lineitem, not HS
tariff chapter.

Reply

Article 6 of the Agreement on Facilitation and Development of Trade Exchange among the
Arab League Members provided, asapreliminary phasetoward establishing aduty-free Arab Market,
that Arab products shall be exempted from customs duties and taxes and non-customs restrictions on
imports to be gradualy applied to:

@ agricultural and anima products in their primary form or after effecting changes to them to
render them suitable for human consumption;

(b) raw metallic and non-metallic materialsin primary form or in appropriate form for processing;

(© semi-manufactured goods listed in the list approved by the Council to be incorporated in the
production of industria articles;

(d) agreed manufactured goods.

List of the commaodities included in Article 6.1 and 6.2 of the Agreement on facilitation and
Development of Trade Exchange among Arab League Members:

l. Commodities covered under Article 6.1:

Agricultural and animal products in primary form or after effecting changes thereon to render them
suitable for human consumption:

Chapter 1 (excluding heading 01.03, swine);

Chapter 2 (excluding heading 02.05, meant of swine);
Chapter 3;

Chapter 4 (heading 04.01-04.06);

Chapter 5;

Chapter 6;

Chapter 7,

Chapter 8 (headings 08.01-08.013);

Chapter 9 Coffee and husks, unroasted (heading 09.01);
10. Chapter 10;

11. Chapter 11 (headings 11.01, 11.07, 11.9);

12. Chapter 12;

13. Chapter 13 (heading 13.02);

14. Chapter 14;

15. Chapter 15 (heading 15.02 fats, raw; heading 15.07 raw vegetable oils).

©CoNoA®DNE

. Commodities covered under Article 6.2:
Mineral and non-mineral raw substances in primary form or in a form appropriate for processing:

1 Chapter 23 (headings 23.01-23.07 excluding prepared food for dogs, cats and ornamental fish
and birds);
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2. Chapter 25 sdt (heading 25.01), crude sulphur (heading 25.03), graphite (heading 25.04), natura
sands (heading 25.05), products of headings 25.06, 25.07, 25.08, 25.10, 25.11, 25.13, 25.14,
25.15 (raw marble, inblocks), 25.16, 25.17, 25.18, 25.19, 25.20, 25.21, 25.22, 25.27, 25.28;

3 Chapter 26;

4, Chapter 27 (products of headings 27.01, 27.02, 27.03, 27.04);

5. Chapter 40 (products of headings 40,01, 40.04);

6 Chapter 41 (products of headings 41.01, 41.09);

7 Chapter 43 (products of heading 43.03);

8. Chapter 44 (products of headings 44.01, 44.02, 44.03, 44.04, 44.05, 44.12);

9. Chapter 45 (products of heading 45.01);

10. Chapter 47,

11. Chapter 50 (products of headings 50.01, 50.02, 50.03);

12. Chapter 53 (products of headings 53.01, 53.02, 53.04);

13. Chapter 54 (products of headings 54.01, 54.02);

14. Chapter 55 (products of headings 55.02, 55.03 55.44);

15. Chapter 57 (products of headings 57.01, 57.02 (grape), 57.03 (jute));

16. Chapter 73 (products of headings 73.01-73.05);

17. Chapter 74 (products of headings 74.01, 74.02);

18. Chapter 75 (heading 75.01);

19. Chapter 76 (heading 76.01 “ Aluminum, crude”);

20. Chapter 77 (heading 77.01 “ Magnesium, crude”);

21. Chapter 78 (heading 78.01 “ Lead, crude’);

22. Chapter 79 (heading 79.01 “ Zinc, crude”);

23. Chapter 80 (heading 80.01 “Tin, crude”);

24, Chapter 81 (crude products of the chapter).

Q 22. The response to question 74 (L/7645/Add.1) states that the preference excludes
“ manufactured and semi-manufactured products.” Doesit mean that noimportsof manufactures
or semi-manufactures are covered, other than those processed to makethem “ suitable for human
consumption” ? Isthe tariff preference granted on these items a full exemption from the tariff,
or something less?

Isthelist of products covered by the preferences granted by Saudi Arabia applied by all
Arab Leaguemembers, i.e., mandated under theagreement, or arethespecific preferences
granted negotiated bilaterally?

Reply

The preferentia treatment among the Arab countries under the Agreement on the Facilitation
and Development of Trade Exchange (AFDTE) includes manufactured and semi-manufactured, but
is subject to bilateral negotiations. Preferences take the form of full exemptions.

In addition to that, Article 3 of the“ AFDTE” provides asfollows: “...every member country
has the right to grant further benefits and preferences to any Arab country(s) through bilateral or
multilateral agreements.”

Therefore, thebilateral agreementsamongthe Arab countriesareanextensiontothe* AFDTE”
and the schedules annexed to those agreements include manufactured and semi-manufactured goods.

Q 23. Pleaseindicate how these limited preferences meet the* substantially all trade’ requirements
in Article XXIV?
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Reply
In Saudi Arabia's view, these preferences would be covered by the Enabling Clause.

Q 24. In addition to manufactures and semi-manufactures, are there any types or categories
of products specifically excluded from inclusion in the preference system at the present time?
For the tariff items included, are there any limitations on the scope of the preferential access
offered, e.g., amount of trade or level of tariff preference?

Reply

Thereareno typesor categories of products specifically excluded from the preference system.
For the tariff items included, there are no limitations on the scope of preferentia access by way of
guantitative limits or leve of tariff preference.

Q 25. Does Saudi Arabia maintain any tariff rate quotas on the preferential trade conducted
with other Arab League members?

Reply
No.

Q 26. What concrete steps have been taken within the last five years to move towards the Arab
Common Market contemplated by this preferential system, e.g., hasthelist of items cover ed been
expanded, has a date been set for construction of a plan to move towards a free trade agreement
as an interim step? Does a plan exist with specific time limits to establish the Arab Common
Market?

Reply

During the last five years there has been no expansion of thelist covered by the Arab Common
Market, but there is a plan (without a specific time limit) to move towards a free trade agreement.

Q 27. What connection is there, institutionally or otherwise, between the GCC establishment
of a free trade area and efforts to establish a common external tariff and the Arab League
prefer ences?

Reply

Thereis no connection institutionally between the GCC free trade area and efforts to establish
the Arab Common Market.

GCC Customs Union

Q 28. Pleasereport on the steps taken during the last two years within the GCC to establish
a common external tariff and elaborate on any timetables or schedules for achieving this?

Reply
Please refer to reply 184 of WT/ACC/SAU/6.
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Q 29. Concerning reply No. 62 (L/7645/Add.1), it would greatly facilitate thework of the Working
Party if Saudi Arabia could provide direct responses to the questions, rather than referring the
Member to information in the Annexes.

Reply

According to the Customs L aw, the following warehouse dues shall be collected (per kilogram
gross or part of a kilogram, regardiess of packing, wrapping or filling in method):

- 1 halalla for every day during the first month.

- 2 halallas per day during the second month.

- 4 haallas per day for third and following months.

- 50 per cent of the above shall be levied on transit goods.

- Containers and trolleys containing goods will be treated in the same way as those in transit,
in respect of the period from the date of completion of unloading the goods until the re-export
of the containers and trolleys, in as much as regards warehouse dues (charges).

Regarding porterage charges or dues:

- a package weighing 1 to 5 kgs will not be liable to pay porterage dues,

- a package weighing 5 to 25 kgs will be charged two piastres (10 haldlas);

- a package weighing 25 to 50 kgs will be charged four piastres (20 halalas);

- a package weighing more than 50 kgs will be charged 8 piastres (40 halallas);
- a part of akilo is considered a kilo.

Supervision charges:

Every operation which is requested to be carried out by an interested party and approved by
the Customs Authority shall be chargeableto supervision duesfor the account of thetreasury asfollows:

- specia supervision of the opening of crates containing motor cars and readying them for
operation with the Customs area: SR 4 per motor vehicle;

- change of containers, cladding sacks or other such goods incoming in bulk or in sacks with
the Customs area: SR 4 per day or part;

- other operations, such as weighing inspection or otherwise: SR 2 per hour.

Upon written application filed by an interested party, the Customs authority will allow, in
consideration of the charge hereinafter prescribed, approval of shipping or unshipping or both such
operations or any other operations to be carried out outside the formal hours of work:

- ships which are moored at the draft of the shamadoura which work at night outside business
hours will not be subject to levying overtime work;

- dhows and barges which are moored on quays for unshipping the cargo of a ship outside the
business hours; charges will be levied with respect to al such craft which will be deemed to
be one unit: SR 25 per hour per ship;

- ships per hour or part which load or unload or carry out both loading and unloading operations
on quays. a charge of SR 30 per hour;

- ships carrying cattle and animals: SR 5 per ship per hour or art;
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for sail ships and other means of land and maritime transportation ere is a charge for every
onehour or part with respect to every sail ship Maritime means of transportation, motor vehicle
or other means transportation, which has not been mentioned in any other place which carries
out an operation of loading or unloading; or both such operations: a charge of SR 5;

for providing ship with fuel and otherwise, there isa charge per one hour or part with respect
to every ship being provided with liquid and other fuel. Thisconsideration shall not be exacted
if the operation of such provisioning is carried out during the shipping or unloading of goods
with respect to which overtime charges of SR 15 have been extracted for every hour;

SR 30 shall be levied in respect of the entire operation of shipping petroleum during other
than the formal hours of business;

the opening of stores per hour or part in consideration of opening every store for clearing or
shipping goods on railway wagons or motor vehicles, inclusive of the opening of the door:
SR 30;

the opening of stores par hour or part in consideration of opening every store for completion
of formalities of goods in respect of which no dues have been paid and for withdrawing them
either on railway wagons or on motor vehicles: SR 30;

the opening of stores per hour or part, for receiving the income or outgoing goods: SR 20
per store;

opening the cashier’s office for payment of dues after the prescribed time limit: SR 10;

completion of formalities in respect to goods the dues of which have not been paid, inclusive
of the withdrawal or export operation of the various kinds of vegetables, fruit, meat and such
other perishable items, and animals: SR 30 per hour or part;

embarking and disembarking of ship’s passengers and effects before or after business hours:
SR 50 per hour per ship;

embarking and disembarking of passengers and their effects outside of official hours: SR 25
per sail boat or other maritime means of transport other than ships:

inspection of goods exported from the depot of Aramco. Dhahran, after normal hours: SR
30 per employeg;

inspection of the company’s goods in carriages destined to carry frozen goods, in the depots
of the company in Dhahran, outside business hours: SR 20 per employes;

disembarkation and travel of passengersfrom aircraft or the passing of and travel of passengers
in motor vehicles and other land means of transport with their effects, outside business hours
will be exempt from overtime charges;

clearing of goods which arrive on aircraft or which are intended to be shipped on aircraft
departing outside business hours: SR 30;

ships, aircraft’s, and other means of transport which move the pilgrims during the pilgrimage
season shall be exempt from paying overtime charges.



WT/ACC/SAU/8
Page 12

(e Quantitative import restrictions

Q 30. Please provide a comprehensive list of all charges, fees, tariffs, taxes, and other border
charges on imports.

Reply

The only border charges are customs tariffs. The tariff levels are O per cent, 7 per cent,
12 per cent, 20 per cent, 50 per cent. Asfor fees and charges for services rendered, please seereply
29 above.

Q 31. In thisregard, Article 57 of the Customs Regulations indicate that all imports pay a
wharfage fee of 3 per cent of customs duties, with certain exemptions. Neither the wharfage fee
nor the exemptions appear to be related to the cost of landing imports. The fee appears to be
based on the value of the duties collected, not on any criteria related to import processing.

Isthiscorrect? Isit also correct that wharfage fees are not collected on exports?

Are these fees used for any particular budgetary purpose related to customs processing
or storage at the port of entry, or do the revenues go to general revenue?

If, as it appears, this fee is not consistent with the provisions of Article VIII of the
GATT 1994 that require that it be related to the approximate cost of services rendered,
how does Saudi Arabia amend its law to bring the fee into WTO confor mity?

Reply

Article 57 of the Implementation Rules of the Customs Law (IRCL) has been cancelled. Now
there is no wharfage fee.

Q 32. Articles60 and 61 of the Customs Regulationsindicate that a Municipal Feeof 6 per cent
and a Special Contribution for al-Falah Schools of 1 per cent, respectively, of the total Customs
duties is collected on all imported goods.

What are the purposes of these import fees?
Are they both applied to domestic goods as well? If so, at what point of sale? If not,

will Saudi Arabia explain how they are consistent with the national treatment provisions
of Article 111 of the GATT 1994?

Reply

These customs regulations were cancelled. Now there is no municipa fee and no specia
contributions for Al-Falah Schools, as mentioned in reply 27 of WT/ACC/SAU/6.

Q 33. Regarding the duties on licensing and certification for automabilesin Article 62, Isthere
any production or assembly of automobiles in the Kingdom?

Arethese charges at all related to import tariffs on automobiles. Are they applied only
to imports of new automabiles, or to used ones as well?
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Are used automobiles resold within the Kingdom after importation subject to these fees
when they are registered with their new owner?

Reply

There are no production or assembly plants for automobiles currently in the Kingdom, there
do exist truck and bus assembly plants, however.

Thereareno chargesrelated to the import of new or used automobiles except regular customs
duty. Article 62 has been cancelled.

Non-Tariff Measures

Q 34. SaudiArabiastatesintheresponsetoquestions78and 91 of L/7645/Add.1that it maintains
no non-tariff import restrictions. Information supplied by Saudi Arabia elsewhere in its
documentation indicates, however, that non-tariff measures, including import bans, arein effect
for a variety of products.

It islikely that some of these restrictions can bejustified under specific WTO provisions,
e.g., theimport ban on alcoholic bever agesand pork productsonreligiousgrounds. These
itemsarelisted in Annex 7D. Weneed, however, amore preciseidea of the scope of other
non-tariff import restrictionsand requirementsand the WTO provisionsthat cover them.

Please provide a comprehensive list of non-tariff measures not listed in Annex 7D, by HS
line item, with a description of the specific measure in place, and indicating the specific
WTO provision which permitstherestriction/requirement. Inthisregard, pleaseinclude
on thelist all items that require standar ds inspection, sanitary registration, or any other
form of prior authorization or certification by the Government of Saudi Arabia prior to
importation. (Note: theresponseto this question should be coordinated with additional
information provided in an expanded submission of Annex 16, as requested below.)

Reply
Non-tariff measures can be divided into five groups as follows:

- there aretherestrictions on dates (HS 08041010-08041090) and long-validity pasteurized milk
in containersof morethanonelitre. Thereisno specific HSeight-digit number for thisproduct,
but it would fall into one of thelineitems HS 04011010-0429920. It should be noted, however,
that there is no quantitative restriction on long-validity pasteurized liquid milk in containers
of one litre or less, nor is there any restriction on imports of other types of milk, such as
powdered milk. Imports of dates are banned except for squ’i dates which are permitted to
be imported from 22 November to 21 June. Saudi Arabia would consider converting the
guantitative restrictions on the two agricultura items, dates and liquid milk, into tariffs, in
accordance with the principle of “tariffication”;

- therearethe specificitemswhich arebanned for reasons of health, security, and public morality
which are presented in the Saudi Arabian harmonized code system at the eight-digit level.
These are presented in the Annex on Non-tariff Requirements which includes prohibited and
restricted or licensed goods,
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- there are items that are prohibited due to the intended illegal use of the product, and which
cannot be distinguished at the eight digit level aone. These include the following:

- equipment intended to be used for distillation of liquors and substances solely used
for liquor distillation. Such equipment and substances could be in any variety of
eight-digit line items but primarily those in Chapters 39-40 (plastics/rubber), 44-46
(wood products), 70 (glass), 73-83 (meta's), 84-85 (equipment), and 90 (instruments).
The appropriate WTO justification is GATT 1994 Article XX(a);

- publicity material for all kinds of cigarettes. Such equipment and substances could
bein any variety of eight-digit line items but primarily those in Chapters 47-49 (paper
products). The appropriate WTO justification is GATT 1994 Article XX(b);

- night binocularswhich enablevisionin the dark and binocul arswhich take photographs
in the dark. These would beincluded in HS 90051000 - 90059000. The appropriate
WTO justification is GATT 1994 Article XXI;

- tools and machines designed for gambling excluding those for innocent amusement.
These would be included in Chapter 95. The appropriate WTO justification is
GATT 1994 Article XX(a);

- three-dimensional pictures which contradict Shariah and public morality imported for
the purpose of sade in commercia quantities. These would aso be included in
Chapter 95. The appropriate WTO justification is GATT 1994 Article XX(a).

- articles designed for floor covering or for clothing bearing the wording of Allah or
Quranicversesor prophet’ssayings. Such articlescould bein any variety of eight-digit
lineitems but primarily those in Chapters 50-63 (textiles and textile products), 64-67
(clothing accessories), and 68-70 (stone and glass products). The appropriate WTO
judtification is GATT 1994 Article XX(a);

- crosses and commodities bearing the cross and any pictures, inscriptions, drawings,
guotations, expressions, or publications of books and other printed matters, films and
tapes violating the Islamic Shariah or Islamic morality or the printed matter regulation.
Such articles could be in any variety of eight digit line items but primarily those in
Chapters 47-49 (paper products). The appropriate WTO justification is GATT 1994
Article XX(a);

- items that fail to meet the appropriate Saudi standards are excluded in accordance with
GATT Article XX (b);

There are items subject to licensing covered el sewhere.

Q 35. In L/7489 and in response to question 86 in L/7645/Add.1, Saudi Arabia indicates that
the import bans on dates and long-validity pasteurized milk can be justified under GATT 1994
Article XX(b) and (d). The explanation given in the response, however, would appear to indicate
that the bans are provided for the sole purpose of protecting domestic production, inconsistent
with WTO provisions.

Please demonstrate precisely how Article XX(b) and (d) apply.
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Please describe the measures and methods Saudi Arabia intends to use to bring these
measures and others of a similar nature into conformity with WTO provisions.

Reply
Please see reply 28 in WT/ACC/SAU/6.

Q 36. Artide7 of TheLaw for the Protection and Encouragement of National Industry (Annex 3A)
requiresthat the Ministry of Tradeand I ndustry makerecommendationsto protect local industry
by, inter alia, “restricting or banning [of] foreign imports which are similar to the local
production.” This provision does not seem entirely consistent with the response to question 145
in L/7645/Add.1 which states that the policy in this Law “is consistent with the GATT.”

Does the protection contemplated under Article 7 go beyond the concessions involved in
mar ket access negotiations (tariff and NTM)? If so, then how isthis provision consistent
with WTO obligations (e.g., imposition of import bansto protect local industry from import
competition)?

Will Saudi Arabiaalter the provisionsof thislaw to ensureconfor mity with the provisions
of the WTQO?

Reply

TheLaw for the Protection and Encouragement of National Industry will bereviewed to ensure
its consistency with WTO commitments of Saudi Arabia.

Q 37. Article9of TheLaw for the Protection and Encouragement of National I ndustry (Annex
3A) restricts the coverage of this Law from industrial firms that have “ privileges and special
conditions’ except under certain circumstances.

Please explain the meaning of Article9, and what arethe“ privileges and special conditions’
referred to?

Reply

Industria firms established under other laws are excluded from the coverage of Article 9 of
the Law for the Protection and Encouragement of National Industry. Examples are firms operating
in the petroleum and mining sectors. The “privileges and specia conditions’ referred to are those
itemized in the above article.

()] Import licensing procedur es

Q 38. (Qu. 5, L/7489) Can Saudi Arabia provide a translated copy of Decree No.77 dated
28/1/1395 AH, and No.50 dated 17/3/1410, issued by the Council of Ministers?

Reply
The unofficia trandation is as follows:

@ Decision No: 50 dated 17/3/1410 A.H.



WT/ACC/SAU/8
Page 16

The Council of Ministers decides:

First: The Ministry of Agriculture (Agricultural and Veterinary Quarantine Branch) is fully
responsiblefor examining and then authorizing Customsto permit entry of those agricultural and animal
shipments described below. The Branch has the authority to decide what certificates and other documents
are to be provided with shipment, and to review, classify and accept those documents according to
the Saudi standards.

Unless it coordinates in advance with the Ministry of Finance and National Economy, where
thereisno Saudi standard, the Ministry of Agriculture shall not impose any restrictions upon imported
agricultural and animal products or shipments.

A) Anima products and shipments:

All kinds of live animals (all edible kinds) that are considered legally eatable.

All ferocious and undomesticated animals.

All kinds of live poultry and rabbits.

All kinds of decorative birds.

All kinds of decorative fish.

Hatching eggs.

Sperms.

Unprocessed leather, hair, and wool of animal origin.

Concentrates of animal feeds and vitamins (animal feeds concentrates would be tasted for
hormone residuals).

Veterinary vaccine.

Veterinary medicine: shal not be permitted unlessit is approved the by the authorized committee
at the Ministry of Health according to the Royal Decree No: M/18 dated 18/3/1398.

B) Agricultural shipments:

Organic and bitmus fertilizers.

Agricultura plants.

Decorative plants.

Bees packages.

Fresh fruit, vegetable and dates.

Grainand other material sthat are used asfeed for animalssuch asbarley, corn, millet, soybean,
etc.

Seeds and seedlings.

Agricultural pesticides and dry or liquid fertilizers.

The Ministry of Agriculture will undertake its functions after establishing laboratories with
equipment needed to perform radiation examinations upon materiaslisted in (A, B) aboveand informs
the Ministry of Commerce and the Ministry of Finance (represented by the Customs Department) of
the starting date.

Second: The Ministry of Finance shdl alocate funds to establish The Agriculturd and Veterinary
Quarantines Branch as soon as possible in order to enable The Ministry of Agriculture to carry out
functions stated in this decision.

Third: As to other products or shipments not listed in provision (A & B), the authority of
examination belongs to the Ministry of Commerce (Quality Control Laboratory).
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With respect to all kinds of cold and frozen meat:

- meat shall not be imported from countries inflected with animal diseases according to Saudi
standards.

- the Ministry of Agriculture shal inform the Ministry of Commerce of such countries and provide
information and reportsissued by international organizations specializing in such matters, for
example, International Epidemic Office in Paris, World Health Organization, and Food and
Agricultural Organization.

- the Ministry of Commerce shall thoroughly inspect meat in order to ensurethat itisnot infected
with diseasescommunicableto humansand animals. TheMinistry of Agricultureshall provide
The Ministry of Commerce with alist of such diseases and countries in which they are present
and from which Saudi Arabia import.

Fourth: Asto nutrientstreated with hormones, growth inducers, antibiotics, and any cancerous
substances, the following measures shall be taken into consideration:

- all necessary support should be provided to the Ministry of Commerce and the Ministry of
Agriculture to detect any traces of hormones and growth inducers.

- the Saudi Arabian Standards Organization shall includein Saudi standards necessary conditions
to monitor these products to ensure that they are free from these substances and prepare Saudi
standards to detect it.

Fifth: This regulation shall invalidate other regulations that contradict with it.
(b) Council of Minister's Decision No: 77 dated 28/1/1395 A. H.

Thisregulation supersedesdecisionsNo. 85 dated 20/10/1373 A. H. and decision No. 85 dated
23/7/1374 A.H., and replace them with the following regulation:

Article-1 Itisnot allowedtoimport Agricultura machinesincluding water pumpsor their engines
which are used in agriculture unless they are of the kinds authorized by the Minister of Agriculture.
The Ministry of Agriculture shall review requests for import licences within a month of submitting
the date of request.

Article-2 Thefollowing is considered amerchant: producer of the agriculture machine, itsimporter,
their representatives, and any individual considersselling the machinefor profit on hisown or another’s
account.

Article-3 Any attachments to the agricultura machine mentioned in the factory invoice shall
be considered part of the machine and the price shall be inclusive even if the sale contract does not
so indicate. Additionaly, any agreement in the contrary of that shal be held invaid.

Article-4 All persons mentioned in ArticleNo. 2 shall be held responsiblein providing all spare
parts needed to repair the machines. The purchaser has the right of recourse against any one of them
for damages caused by non availability of spare parts. TheMinister of Agriculture outlinesthe quantity
(or proportion) of spare parts that should be imported with the machine or the quantity of such parts
that should be always available in the market.
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Article-5 Both the importer of the machine and his agent in the area nearest where the machine
is located shall be held responsible for providing maintenance regardless whether the machine was
bought from them or not. TheMinister of Agriculture shouldissueadecisiontoimplement thisarticle.

Article-6 The direct sdller is under the abligation to install the machine for the purchaser and
run it for at least 20 hours continuously to ensure its performance, in return for 5 per cent of the
machine price. The purchaser hasto pay for any installation materials and he has the right to exempt,
in writing, the direct seller from any obligations from the installation.

Article-7 Any manufacturing defect or defect dueto theinstallation or after receiving themachine
by the purchaser, is the responsibility of the seller and he has to repair it free of charge or replace
the machine, or return its price, if repair or replacement is not possible. This purchaser’s right will
be abated unless he reports the defect within 15 days to both the dealer and the Ministry of Agriculture
(nearest office) and the Ministry of Agriculture hasthe authority to redress, investigate and settle cases
related to these matters.

Article-8 In addition to amaximum profit of 20 per cent of c.i.f. of the machineprice, thedealer
has the right to charge the purchaser for delivering and handling. The expenses for delivering and
handling shall be determined by a committee consisting of the Ministry of Agriculture, Ministry of
Finance and National Economy and Ministry of Commerce. Ministry of Agriculture supervises and
ensures this process. Asto the spare parts, the dealer is entitled to a maximum profit of 25 per cent
of thepartsprice. All document relatedto origin price of themachine, itssparepart, and other expenses
mentioned previously shall be under the supervision and the approva of the Ministry of Agriculture.

Article-9 Taking into consideration other valid laws, if the dealer raises the price of either the
machineor itssparepartscontrary to ArticleNo. 8, heshall becompelled by theMinister of Agriculture
and Water, or his agent, to return the difference to the purchaser. In addition, the dealer is levied
afine that equals twice the difference which shall be considered as a governmenta revenue. In the
case of repetition, theMinister of Agriculture hastheright to ban thedealer from trading in agricultura
machines and their spare parts. This ban shall not exempt the dealer of any obligation toward the
purchaser of the machine or the spare parts sold previously.

Article-10 TheMinistry of Agriculturehasthe absoluteand direct supervision over storesinwhich
agricultural machines are sold or fixed. In addition, it has the right to issue regulations related to
organizing the work in these stores.

Article-11 This decision shall invalidate any other previous decisions that contradict with it.

Article-12 The Ministry of Agriculture shall implement this decision, and this decision shall be
effective from the date of its publication in the official gazette.

Q 39. We seek an expanded submission from Saudi Arabia addressing the additional products
listed at the end of Annex 16 and, to the extent applicable, the issues raised by these questions.
I n expanding on theinformation on Saudi Arabia’ slicensing system provided in Annex 16, response
to the questionnaire on import licensing procedures, G/LIC/2, please address the following:

For each licensing purpose, e.g., seeds and the other products listed at the end of the
Annex, list all products by HS tariff line number in Saudi Arabia’simport schedule (or
category or sub-category if all lines areincluded, that are subject to any form of import
licensing, permit, or authorization.
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Reply
Please see reply 34 above.
Q 40. Pleaseinclude an quantitative restrictions maintained through licensing requirements on
any product. For all such products, please list the products and the level of import permitted

or the nature of the discretionary limitation, e.g., when domestic production has been fully
consumed.

Reply

Thereareno quantitativerestrictionsonimportsinto theKingdom, maintainedthroughlicensing
requirements.

Q 41. Pleaselist separately any licencesgranted on an automatic basis, thecriteriaused to grant
the licence, and the reasons for the measure.

Reply
There is no automatic licensing.

Q 42. Pleasedescribein somedetail theapproval processrequired for licensed imports, including
seeds, food products, livestock, books, periodicals, movies, chemicals, pharmaceuticals, etc.

Reply

Different ministries and agencies dealing with different subjects have different procedures for
approval.

Q 43. Please provide information on the time limitsinvolved (a) to apply for alicence prior to
export; (b) to receive approval; and (c) to receive the licence.

Reply
There is no export licensing system in Saudi Arabia.

Q 44. Pleaseindicatethecriteriaused by therelevant Ministry or institution to grant thelicence
for each category listed. Arethese criteria published and available to traders?

Reply

Different ministries and agencies dealing with different subjects have different criteria
Q 45. Please supply WTO justification for each form of non-automatic licensing.
Reply

Please seereply 31 of document WT/ACC/SAU/6, and Annex 16 to document L/7645/Add. 1.
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Q 46. For example, Saudi Arabiaindicatesin Annex 16 that the pur poseof itslicensing for seeds
isto ensure the quality of imported seeds and ensure that the “ quantity must be proportionate
to the quantity required for cultivation” .

This rationale appears to effectively restrict the quantity of imported seeds. Yet Saudi
Arabiaindicatesthat the quantitiesof imported productsarenot restricted by itslicensing
requirements. Please explain the apparent inconsistency.

How is it determined that the quantity of seed imports is proportionate to the quantity
required for cultivation, who makes this decision, and how are quantities above this level
restricted?

Reply

Thereis no restriction in the quantity of imported seed, but to ensure the quality of imported
seed and to meet the grain requirement.

Q 47. With reference to the response to question 77 (L/7645/Add.1), Saudi Arabia notes that
certain goods require an examination by government ministries.

Please provide a more detailed description of the process and legal and regulatory
framework for obtaining import authorizations or import licences for chemicals,
pharmaceutical products, films, livestock, and books and periodicals.

Pleaseexplainthereason for thereview of theseitems. What constitutesan“ examination” .
I's this examination procedure different from the procedures used for obtaining import
licence approval? Are there published procedures for these examinations?

Reply

Different ministries and agencies dealing with different subjects have different examination
procedures for approval.

(h) Customs valuation

Q 48. Thedocumentation presented appear stoindicatethat Saudi customsvaluation procedures
are not fully in line with the Agreement on Implementation of Article VII of the GATT 1994
(Customs Valuation Agreement).

It isessential that Saudi Arabia submit comprehensiveinformation to the Working Party
on itscustoms valuation practices. Theinformation requested in section B.2 of G/VAL/5
includesnotification under Article 22 of the Agreement and the Checklist of | ssuesannexed
to the document. We seek Saudi Arabia’s response to these questions prior to the next
meeting of the Working Party.

Reply

Saudi Arabia’s existing laws, regulations and procedures on customs valuation are not in full
conformity with the provisions of the Agreement on Customs Valuation. These will be brought into
conformity at the appropriate time after the Kingdom becomes aWTO member. Please see Annex 4
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(Information on Implementation and Administration of Customs Vauation Agreement) to document
WT/ACC/SAU/A4.

Q 49. How aretheminimum pricesfor carsand yeast determined? Pleaseexplain with reference
to specific WTO provisions how these minimum prices are consistent with, e.g., the Valuation
Agreement.

Reply
There are no minimum prices for vehicles.

As to yeast, the customs authority has set af.o.b. value (SR 10 per kilo) for the calculation
of customs duties. In Saudi Arabia s view, thisisjustified with reference to para. 2 of Annex 11l to
the Customs Vauation Agreement.

Q 50. Does Saudi Arabia intend to eiminate this practice, asit has for other products? If so,
please indicate within what time period.

Reply
Please see reply 44 of WT/ACC/SAU/6.
() Rules of origin (paragraph 54, L/7489)

Q 51. Article 5 (c) of the Saudi Arabia-Jordan bilateral agreement and Article 4 of the Saudi
Arabia-Tunisia bilateral agreement state that certificates of origin “ should beissued by aresponsible
authority in the exporting country.”

Please explain, along with examples, what is a considered to be “ responsible authority.”

Reply

The responsible authority would be the rdevant Ministry or Department of the exporting country
or the Chamber of Commerce and Industry in the exporting country.

Q 52. Annex I1.3 (d) of the WTO Agreement on Rule of Origin requires that Members are to
ensurethat exporters, importers, or any per son with justifiablecausewill be provided upon request
assessments of preferential origin as soon as possible but no later than 150 days after a request
for such an assessmentismade. A similar requirement existsin Article2(h) of theWTO Agreement
for rules of origin applicable to non-preferential trade régimes.

Please describe in detail the process by which Saudi Arabia provides such assessments
in compliance with the WTO Agreement on Rules of Origin.

Please describe how such assessments are publicly available, as also required under
Article 2(h) of the WTO Agreement.

Reply

These procedures are not available at present. The Kingdom of Saudi Arabiawould fulfil its
obligations under these provisions upon joining the WTO.
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Q 53. Inresponse to Q 104, it is stated that “ as the Kingdom extends MFN treatment to all
imports, there are no specific rules of origin for MFN trade.” However, in responseto Q 102,
it isstated that “ Saudi Arabia requiresthat goods sold or otherwise placed in commercein Saudi
Arabia be marked with respect to country of origin.” According to Article 1.2 of the WTO
Agreement on Rulesof Origin, non-preferential rulesof origin includesthoserulesused for origin
marking requirements. Inthisregard, Saudi Arabia doesenforcerulesof origin for MFN trade.

What rules of origin are used by Saudi Arabia to determineif a good is marked with the
correct country of origin? Aretherulesapplicabletoimported goodsdifferent from those
used for determining if goods placed in commer ce can be marked with “ Saudi Arabia” ?

Reply

There are no rules of origin for origin marking requirements. An origin certificate issued by
a responsible agency of the exporting country is accepted.

Q 54. Inresponse 104, it is stated that in all cases “the method for determining the origin of
the good is examination of the certificate of origin.”

If so, how does Saudi Arabia ensure compliancewith Article2 (d) of the WTO Agreement
on Rules of Origin, which states that rules of origin applied to imports and exports are
not more stringent than the rules of origin applied for determining whether a good is
domestic?

If so, therearenorulesof origin applicableto MFEN tradeother than review of a certificate
of origin, how does Saudi Arabia ensure compliance with Article 2 (e) of the WTO
Agreement, which requires that rules of origin are administered in a uniform manner,
such asin a situation whereby countries are issuing certificates of origin using different
standards?

Reply

The Kingdom of Saudi Arabia would review its rules of origin to ensure consistency with the
Agreement on Rules of Origin.

Q 55. Please describe in detail the procedures that provide prompt independent review of
administrative actions taken by Saudi Arabiain relation to determinations of origin, asrequired
under Annex I1.3 (f) and Article 2(j) of the WTO Agreement on Rules of Origin

Reply

The first avenue for seeking review is to approach a speciad committee of the Customs
Department. The Committee, consisting of experts, would review the administrative action. If the
importer is not satisfied with the decision of the Committee, he can go in appeal to the Board of
Grievances.
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2. Export Regulation
()] Export financing, subsidy and promotion policies

Q 56. Saudi Arabianotesthat it preventstheexport of goods benefiting from domestic subsidies.

Please indicate specifically what products have exports restricted in this manner. How
aresuch productsrestricted? What products are prohibited from export? What products
require governmental approval or special permit for export?

How is this statement that the government prevents the export of subsidized products
consistent with the government’s export of subsidized grain through GSFMO?

Reply

The Saudi Arabian government exercises some restrictions on exports to prevent goods that
are benefiting from domestic subsidies from leaving the Kingdom, thereby protecting the National
Treasury. Prohibited exportsinclude female livestock, baby formula, medicines, and animal fodder.

Firms that export goods which have received a subsidy must obtain in a certificate from the
Ministry of Finance confirming that they have repaid the amount of the subsidy contained in their exports.

Q 57. Pleaseconfirm that all theincentives discussed in this section are generally available and
that none is contingent upon export.

Reply

We confirm that al incentives discussed under Section 2(f) are generaly available and that
none is contingent upon export.

Q 58. Are any of the supports and privileges granted under the Law for the Protection and
Encouragement of National Industry restricted to specific industries or sectors of the economy?

Reply

No, al supports and privileges granted under the Law for the Protection and Encouragement
of National Industry are generaly available for all sectors of the industry.

Q 59. Article5 of the Law for the Protection and Encouragement of National Industry states
that raw materials, semi-manufactures, and packagingimported by eigiblefirmsmay beexempted
from customsdutiesif “ unavailablein the Kingdom in sufficient quantities.” Thiswould appear
to mean that firms wishing to use the benefits provided must first seek and use local materials.

How is Article 5 administered? What is the role of the Ministry of Trade and Industry
and the Industrial Technical Office in enforcing this provision?

Reply

The purpose of Article 5 is to provide for suspension of import duties on industrial inputsin
circumstancesin which thereis an inadequate supply of domestically produced inputs. It isunderstood
that thisis acommon international practice and does not conflict with the Subsidies Agreement or any
other WTO instrument.
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3. Internal Policies Affecting Foreign Trade in Goods
(a) Industrial policies

Q 60. Pleasesupply export statistics for Saudi Arabia’sinternational sales of (a) petroleum, (b)
refined petroleum and (c) downstream petrochemical products, by HS line-item, by country of
destination for the last 5 years.

Reply

Below is the latest available statistics:

N. S W. Middle | Africa Asia& Oceania | Bunkers
America| America | Europe East Far East
1991

crude 663,885| 72,351 623,095 78,796| 61,446| 861,780 20,752
product 36,374 8,021| 67,822| 46,390 16,077| 255,133| 15,716 2,701
1992

crude 614,844 67,668 636,236 78,195| 35,484| 958,196 18,357
product 46,015| 18,206 65,048| 44,077] 18,919 264,538| 13,473 2,610
1993

crude 487,753| 61,507| 628,368 74,686| 33,962| 986,397 24,246
product 47,540 45,516 76,277| 60,142| 17,369 246,875| 12,070| 10,257
1994

crude 521,408| 60,356 601,769| 81,518 35,153 957,365| 17,695
product 36,645 35,100 64,223| 56,634 18,415| 281,418 3,960 1,785
1995

crude 504,017] 53,300 598,370 80,540| 34,967| 1,006,308 18,631
product 24,105 17,294| 33,537| 53,186 14,877| 323,922 15,461

* Note: Oil product includes LPG/LNG.

Q 61. Please supply additional information on current and proposed programmes designed to
stimulate exports of downstream petrochemical products.

Reply

There are no specific current or proposed plansto stimulate exports of downstream petrochemica
products.

Q 62. Please indicate the level of refined and petrochemical capacity proposed in the Sixth
Development Plan.

Reply

There are no specific capacity targets in the Plan.
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Q 63. Please provide information on the level of productive capacity that has actually been
approved, built, or isin the process of approval or construction.

Reply

Actual crude petroleum capacity in Saudi Arabia stands at 10.00 mbd and refined capacity
isat 1.7 mbd, at the end of 1995.

Q 64. What specific means of support (subsidies, dual energy pricing, etc.) have been
approved/sanctioned for actual projectsinvolving the creation of production capacity for refined
petroleum and petrochemical products.

Reply

There are no particular means of support available to refined products whether in terms of
subsidies or dual pricing.

Q 65. Response 144(b) (L/7645/Add.1) indicates that “ feed stock pricing, particularly propane,
butane, and naphtha is based on international prices with necessary adjustments for domestic
users’.

Pleaseexplain thepoalicy rationalefor thissystem of pricediscrimination. Pleaseelaborate
on theusersof theselower-pricefeedstocks. Arethesefeedstocksavailableto all domestic
industries and sectors?

Reply

Kindly see paragraph 5 of the statement by Deputy Minister of Petroleum and Minerd Resources
at the first Working Party contained in page 4 of WT/ACC/SAU/3.

Q 66. Reply 144(b) (L/7645/Add.1) also states that “ foreign partners have access to feed stocks
and energy resources as well as other facilities and advantages.”

Doforeign partnersoperatingin Saudi Arabia haveaccessto feed stocksat the sameprices
as “ domestic users’ ?

Reply

Yes, foreign partners operating in Saudi Arabia have access to feedstock at the same prices
as “domestic users’.

(b) Technical regulations and standards (paragraphs 57-59, L/7489)

Q 67. Saudi Arabia notes that SASO develops standards that take -into account the “ harsh
environment” of the nation. Wewould appreciate a mor e detailed description of Saudi standards
systems.

I's compliance with SASO standards voluntary or mandatory? Which Ministries (other
than the Ministry of Health) have authority to regulate products; or isthe protection of
human, animal and plant lifeand health, and theenvironment exclusively ther esponsibility
of SASO and the Ministry of Health?
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Reply

In regards to compliance, some of SASO’s standards are voluntary and others are mandatory.
The Ministry of Finance (Customs), Ministry of Commerce, Ministry of Municipality, and Ministry
of Agriculture& Water Resources areinvolvedin enforcement asarethe Ministry of Health and SASO.

Q 68. How do the standards for safety and suitability that Saudi Arabia has implemented for
autos and auto parts reflect the environmental conditions?.

Reply

Reflecting Saudi Arabia sharsh desert climate, exhaust emission standards, radiator standards,
cooling efficiency standards, and other test methods for autos and auto have been established at
appropriate high levels, e.g., with respect to evaporative emission standards and requirement for large
size radiators. For this reason some Saudi standards differ from international standards.

Q 69. Wenotethat in many cases, Saudi Arabiahasadopted standardswhich differ from existing
international standards, and continues to develop new national standards.

To what extent does Saudi Arabia use international standards? Isit a matter of policy
or practicefor SASO and other Ministries(e.g., Health) to routinely identify and consider
international standards when developing new, or changes to, standards and technical
regulations?

Reply

Saudi Arabia’ s SASO makesuseof international standardsvery extensively. Someinternational
standards are adopted as they are without any modification. Some of them are used as main references
and some are not used if found unsuitable for Saudi environment due to the special reguirements such
as religion, climate, culture, etc.

Q 70. How does Saudi Arabia determine that international standards are insufficient to meet
Saudi needs?

Reply

Please see reply 69 above.
Q 71. Are domestic goods subject to the same standards and inspection procedur es?
Reply

Domestic goods are subject to the same standards and domestic ingpection procedures as imports.
Preshipment inspection applies to imports regulated by the ICCP.

Q 72. Replies108 and 112 (L/7645/Add.1) indicate that SASO standards are circulated in draft
to other standards organizations (presumably 1SO/IEC member bodies) for comment prior to
finalization.

Are SASO standards published in draft? Where? Are technical regulations proposed
by the Ministry of Health or other Ministries also published in draft for comment by
interested partiesin the world market? (Reply 112 indicates information on regulations
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can befound in Um Al-Qura, but it isnot clear if thisinformation includesthat on draft
technical regulations, or changes to existing ones).

Reply

For standards developed by SASO staff, there are two drafts (first draft and second draft).
Thefirst draft iscirculated internaly and internationally to concerned parties. In the Kingdom, they
are circulated to embassies, manufacturers, importers, government bodies for comments within three
months. The second draft is circulated for comments within one month. When accepted, suggestion
received are incorporated in the fina standard.

For standards developed by atechnical committee, which include private sector experts, one
draft is circulated for comment.

Q 73. Saudi Arabia requires inspection and prior approval for a variety of products.

Are the Saudi conformity assessment procedures based on international standards? If
30, which ones?

Are certification and other conformity assessment procedures published in draft form
and an opportunity for comment by interested parties (whether based in the Kingdom
or not) and publicly available in advance of their implementation?

Reply

The Saudi conformity assessment proceduresaremostly based ontheinternationally recognized
ISO/IEC Guides and other 1SO guidelines. The Saudi 1SO 9000 series of standards, the procedures
too, therefore, are based on the requirements of these standards.

Yes, certification and conformity assessment procedures are published in draft form and an
opportunity is given to all concerned to submit comments, which are duly taken into account before
findizing and implementing the procedures. These are publicly available in advance of their
implementation.

Q 74. To what extent does Saudi Arabia recognize certification, testing, inspection or other
conformity assessment procedures performed by entities located in other countries? How isthis
done?

Reply

Saudi Arabiarecognizes many international quality ‘marks on imported products when such
marks are approved by the recognized foreign authority. Products bearing such marks enjoy areduced
level of testing that may be required under the Saudi standards.

SASO accreditation requirements are based on 1SO regulations and guides such as 1SO Guide 25.
Recognition of testing laboratories and their certification is based either on SASO’s own assessment
or accreditation by recognized body with which SASO has a bilateral mutual recognition agreement.

Q 75. Reply no. 40 states that the “Saudi Meteorology and Environmental Protection
Administration has used some general standards’ in discouraging import of “highly polluting
capital equipment” and encouraging “ imports of non-polluting equipment.”
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I's this system administered through import licensing? If so, please include information
on this point in the revised Annex 16.

Please specify the criteria applied to imports to meet the objective, if these criteria are
published and availableto tradersand how similar normsare enfor ced on sale of domestic
goods.

Reply
Answer will be provided later.

Q 76. Concerningreply 108(L/7645/Add.1): Saudi Arabiastatesthat itisitspracticetodistribute
draft standards to all interested countries prior to finalization.

By what procedurewould a country receive the documentation? Istherea set time-frame
between the opening of the comment period and issuance of the final standard?

If a comment is rejected, what is the process of notifying a country of that reection?
Isit policy or practicetorespond in writing to commentsreceived, or to publish aresponse
to them with the final rule?

Reply
For procedure, please see reply 72 above.

Accepted suggestions are incorporated in the final standard. There is no forma procedure
for advising countries when suggestions are rejected.

Q 77. Concerningreply 111 (L/7645/Add.1): TheU.S. would appreciateclarification astowhich
agencies within the Government of Saudi Arabia have standards and certification regulatory
responsibility for both imported and domestic goods, including but not limited to agricultural
products. What is the authority and function of each regulating agency?

Reply

In addition to SASO and MOC, the Ministry of Municipality is responsible for regulating
perishablefoodsinthe market and the Ministry of Health isresponsiblefor regulating drugsand medical
devices, etc. and follows up in the market. The Ministry of Finance (Customs) enforces standards
compliance at the border.

Q 78. Concerning reply 112 (L/7645/Add.1): By what procedure and how often does Saudi Arabia
disseminate updateson thelist of standar dsand certification procedures? Isthisacomprehensive
listing of current standar dsand confor mity assessment procedur es, which supplementspublication
of individual proposals and notices of final rules?

Reply

The SASO Information Centre prepares acomprehensive listing of approved standards (SASO
Standards Catalogue) and distributes it to al 1SO members and to any interested parties periodically
depending on the need and the amendments.
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Q 79. Inreply 113 (L/7645/Add.1), Saudi Arabia states that should there be a problem with
an existing standard, there is a process by which to appeal the standard.

Please explain the process by which a trading partner requests a revision/amendment to
an existing standard?

Reply

The process by which atrading partner may request arevision or anendment to an existing
standard starts by the trading partner sending a request accompanied by comments, latest evidences,
references, etc. to SASO’ sGenera Directorateof Standardsor totheMinistry of Commercefor review.
After internal examination and where appropriate consultation with other interested parties, SASO
approves any modification to a standard.

Q 80. What is the mechanism for dispute settlement relating to standards in Saudi Arabia?
How is it determined which regulatory agency is in charge of the dispute settlement process?
What is the time-frame for the resolution of disputes?

Reply

Appedls against particular conformity assessments may be raised either with SASO or the Ministry
of Commerce. Appelants should write giving the fullest details, reasoning, etc. An appropriate technica
committeewithin SASO will review the appeal and ensurethat an appropriateresponseis communicated
to the party that appeaed within a reasonable time frame depending upon complexity of the appeal.

Q 81 Concerningreply 116(b) (L/7645/Add.1): Wenotethat Saudi Arabia sshelf-lifestandards
for some processed food products(e.g., eggs, baby food) arefor shorter timeperiodsthan adopted
in international standards.

(a) What is the scientific basis for these shorter Saudi shelf-life standards? How does Saudi
Arabia determine that an international standard is not sufficient to ensure an adequate
level of protection?

(b) Please provide detailed information regarding how the shelf-life of food products is
evaluated by the Saudi Government, in particular baby food, processed cheese, and canned
fruits and vegetables.

(© Have scientifically-based shelf-life studies been conducted that support the shelf-life
standardsSASO hasestablished? | f so, can copiesbemadeavailabletotheWorking Party?

Reply
(@& b) Thescientific basisfor shorter of Saudi shelf-life standard depends upon thefollowing:

- climatic conditions in the Kingdom;

- storage, handling, and transportation conditions;

- type of packaging;

- composition of the product;

- methods of preservation used, if any;

- scientific dataonthe subject, including international standardsand comments of food and health
authorities in Saudi Arabia
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(© Scientifically-based shelf-life studies have been conducted that support the shelf-life SASO
standards such as:

- product - life of Domestic and Imported Chilled Shipments in Saudi Arabig;
- shelf-life of Labna.

Yes, copies are available from SASO.

Q 82. Please explain the process by which SASO revises its shelf-life standards.

Reply

SASO revisesits shelf-life standards by receiving new technical comments and in light of any
problemsarising duringimplementation. All commentsreceived arereviewed by atechnical committee
in addition to some research or studies carried out on the subject.

Q 83. In its evaluations establishing shef-life standards, how does the SASO take into
consideration changes in technology, packaging, etc., which could impact the selling life of a
product?

Reply
By updating the technical information and carrying out research work.
International Conformity Certification Programme (ICCP)

Q 84. We understand that the implementing regulations for the International Conformity
Certification Programme (ICCP), which requires pre-shipment inspection of many of Saudi Arabia’s
imports, are currently under review, and have undergone at least seven revisionsto date. Based
on available information, we have a number of questions about the programme, and concerns
aboutitsconsistency withanumber of WTO provisions, e.g., regardingtranspar ency, due-process,
and WTO Agreements on TBT, SPS, Import Licensing, and Preshipment | nspection.

When does Saudi Arabia anticipatereleasing thefinal text of thel CCP? Will Saudi Arabia
provideaperiod for commentsand review prior tofinal release of the Programme? What
istheunderlying rationalefor the programme? Doesit havearedationship tointernational
standards, if so, please identify.

Reply

The SASO’ sICCP Programme has beenimplemented since8 November 1995. TheProgramme
has undergone major re-structuring sinceitsintroduction. These changes have been adopted asaresult
of comments and inputs from various parties.

The current version is number 7 and at present we do not anticipate any major changes to the
Programme.

The ICCP was introduced to ensure proper enforcement of SASO’s standards in accordance
with 1ISO/IEC Guides.
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Under the previous system of self-certification, with SASO issuing certificates of conformity
valid for one or two years, many abuses occurred and the and the system failed to provide adequate
protection of local consumers.

It was determined that to insure proper enforcement of standards for products found to be
particularly susceptibleto sub-standard imports, it would benecessary to obtain certification of standards
compliance for every shipment.

However, Saudi Arabia’s domestic laboratory testing capacity was, and remains, inadequate
to deal with this enhanced level of standards conformity assessment. Accordingly, it was decided to
move, with respect toimports, toasystem of pre- shipment certifications by SASO approved enterprises
in country of export/manufacture.

Q 85. Would Saudi please explain the system for assessing fees to imported shipments under
the proposed |CCP? Please describe the rationale for assessing fees based on the fob value of
the shipment, as opposed to establishing fixed prices which is the international practice? This
does not appear to be consistent with Article VII1 of the GATT 1994.

Reply

For reasons of equity and adminigtrative efficiency, the ICCP fee structureis based on ad vaorem
percentage of declared f.o0.b. value. Feescharged under the ICCP programme are equitablein relation
to fees charged for conformity assessments of products of nationa origin. 1CCP fees are low by
international standards, and are transparent, predictable, and non-discriminatory.

Ontheother hand, theinternationa practicefor laboratory testing isfixed prices. Under ICCP,
when testing is applicable, fixed prices apply at standard competitive rates.

In the view of Saudi Arabiathe ICCP fee structure conformsto GATT Article VIII:1. The
ICCP rate of 0.5 per cent ad valorem compares well with the 1 per cent normally charged for PSI,
it approximates the cost of services rendered, does not afford indirect protection to domestic products,
and does not constitute taxation of imports.

Q 86. According to the proposed ICCP, the Programme is designed to benefit both exporters
and importers by ensuring a “ streamlined customs process which allows goodsto clear more quickly
and without risk of reection.”

Since regulated products are subject to pre-inspection procedures, will such shipments
be subject to additional inspections upon entry into a Saudi port?

Reply

No. However, from time to time, a few random samples may be taken so as to insure that
products match relevant certificates.

Q 87. Will inspection and certification conducted by foreign-based entities in lieu of the body
designated by Saudi be accepted? Please explain.

Reply

SA SO will accept inspection and certification by foreign inspection and certification agencies
approved by SASO, please aso see reply 74 above.
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(© Sanitary and phytosanitary measures

Q 88. Pleaseoutlinefor the Working Party the provisons of Saudi Arabia’s existing laws, decrees,
and regulations governing policy and implementation of sanitary and phytosanitary measures,
comparing them with the provisions of the SPS agreement, and indicating what measures Saudi
Arabia intends to take to ensure conformity of its régime with the SPS Agreement.

Reply

Saudi Arabia applies the Implementation Code for Anima and Plant Quarantine which was
issued by the Council of Ministers Resolutions No. 207 and 208 of 1396 A.H. This code has now
been amended in accordance with the requirements of the International Agreement for Plant Protection,
the new Quarantine Principlesissued by the FAO and the OI E code, in addition tothe TBT Agreement.
The new system for Animal and Plant Quarantine would appear to comply with the SPS Agreement.

This code is under review by the concerned bodies. Thefina version will be made available
after approval by the Council of Ministers.

Q 89. Inthisregard, it would be helpful if Saudi Arabia provided information on its SPSrégime
similar to that required under the TBT Agreement, i.e., asoutlined in G/TBT/1/Rev.2 for basic
transparency, notification procedures, enquiry points, etc.
Reply

Please see reply 88 above.

(e State-trading practices

Q 90. Saudi Arabianotesthat Aramco and the Grain Silosand Flour Mills Organization (GSFMO)
are examples of State-trading enterprises directly involved in trade.

Werequest that Saudi Arabia supply the basicinformation required by the questionnaire
on State-trading under Article XVII of the GATT 1994 for Saudi Aramco and GSFMO.

Reply

Annex 6 (Information on State Trading) of the Memorandum on Foreign Trade Regime
(WT/ACC/SAU/4) contains the needed information.

Q 91. Reply 215 states that imports of grains are controlled by State-trading mechanisms.
I's Saudi Arabia prepared to liberalize its import régime for wheat and other grains?

Explain how Saudi Arabiaintendsto maketheoper ationsof the GSFM O mor etranspar ent
and consistent with GATT Article XVII.

Reply

Whest and other grain imports are liberalized in Saudi Arabia
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Q 92. Saudi Arabia notes State-trading enterprises that are wholly-owned by the gover nment.

Arethere any entities that are not wholly-owned by the government which benefit from
special rightsor privileges? Doesthe Saudi import licensing and inspection system oper ate
in a way that confers special rights or State-trading arrangements upon select Saudi
enterprises?

Reply
No, there are no other entities which benefit from special rights or privileges.
Q 93. Paragraph 90 of L/7489 implies that other State-trading enterprises exist.

Please describe the activities of other such State-owned enterprises and those not
wholly-owned referred to in the previous question. Please review GATT Article XVII with the
aim of providing information in theformat of therequired questionnaire/notification on thetrade
of these additional enterprises as well.

Reply
Please see reply 92 above.

Q 94. With regard to reply 216, besides the GSFMO, are there any other wholly or
partially-owned State enterprises engaged in the trade of agricultural commodities/products?

Reply
None.

Q 95. Doesreply 220(a) mean the only products that fall under the control of the GSFMO are
grains, wheat flour and fodder?

Reply

Our answer to 220(a) can be read as follows: There are no products exclusively controlled
by GSFMO. In addition to its international trading activities, GSFMO is involved in the domestic
storage, purchase and sale of wheat and barley.

Q 96. Isthe GSFMO the sole marketer of grains, wheat flour and fodder in Saudi Arabia?
Are producers of these products required to sell directly to the GSFMO?

Reply

No. But GSFMO isthe only government entity that markets wheat and barley. The producers
of these products are not required to sae directly to GSFMO.

Q 97. Pleaserespond to question 218(b) concerning how State-traded products are distributed
domestically and internationally. Please indicate in what way Aramco and GSFMO should not
be considered State-trading entitieswithin the meaning of Article XVII. Pleaselist by HSnumber
the products traded by State-trading enterprises. Please give information on State-trading firms
and products in the format of the questionnaire on State-trading.
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Reply

Annex 6 (State Trading) of the Memorandum on Foreign Trade Regime (WT/ACC/SAU/4)
contains the needed information.

Q 98. Inresponse 219, Saudi Arabia statesthat it sells surpluswheat on the world market, and
that domestic prices for wheat and barley are generally higher than world prices.

If thisis the case, how is Saudi Arabia able to sell on the world market, i.e., how is the
difference between the domestic price and the international price maintained and who
absorbs the cost of international sales made below the cost of production?

Reply
Saudi Arabia has no wheat surplus to export.
) Government procurement

Q 99. Theresponseto question 87 statesthat qualified Saudi nationals and wholly Saudi-owned
firmsaregivenpriority for contracts, followed by mixed Saudi-foreign establishments, and finally,
wholly foreign-owned firms. In addition, products produced within the Kingdom are given
preference over foreign goods in supply contracts.

What precisely does "priority" mean in this context? Does it mean all other firms are
excluded if onewholly Saudi owned firm placesa bid, or isthere somefixed scoring value
or level of preferencegiven to Saudi suppliers? What ismeant by theterm qualified Saudi
nationals?

Reply

Bidsare evaluated by the Bid Examination Committee for consistency with relevant conditions
and specifications, for reasonablenessand for qudifications. Thesethingsbeing equal, then preference
will be given to Saudi bidders; however, no bidder is precluded automatically. Any bidder must be
licensed, classified and registered with Zakat and Income Tax Department and with the Chamber of
Commerce. These criteria and procedures apply to bidders in the case where bids are advertised in
the officia gazette.

Q 100. The documentation supplied on gover nment procurement by Saudi Arabia seems
to apply only to goods contracts and construction.

What procurement rules apply to other kindsof service, i.e., telecommunications services
or consulting services etc.?

Reply
Please see paragraphs 46 to 48 of WT/ACC/SAU/S.

Q 101 Please provide a detailed description of the services procurement market.
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Reply

The market of the services rendered to government bodies has been progressively growing.
After the dominance of the market of construction works since 1393 A.H., the period of starting the
construction of theinfrastructures, and after thissignificant period, someneed hasemergedfor rendering
various services to maintain infrastructure projects such as contracts of maintenance and cleaning services,
and those required according to the economic and social advancement in the Kingdom such as
administration and operation of government hospitas, catering services, and various constructive services
together with other services whereas the market of services is now representing a significant centre
in the domestic economic activity. The contracts of services with government bodies represent abig
proportion if compared to the contracts of procurement of goods or those of construction.

Q 102. The Government Purchases Law providesfor the advertisement of tender notices
except when letters inviting tender bids are sent out.

In what types of instances are specific firms invited to submit a bid on a tender? In
general, are awards of tender published in the Official Gazette? |stherea bid-challenge
system in the Saudi procurement régime? | f so, pleasedescribethe proceduresto challenge
a tender award.

Reply

Royal Directive No. 9751 dated 26.4.1403 A.H. superseded Article Il of the Government
Purchases Law, and provides for the advertisement of public tender notices for al works, purchases
and services in local newspapers including the officia Um-Al-Qura.

If abid is excluded on grounds of non responsiveness which are not accepted by the bidders,
the bidder shall be entitled to resort to the relevant Minister to challenge exclusion decision. If a
resolution of the dispute issue is not made, the bidder shall have the right to resort to the Board of
Grievances, which adjudicates dispute to which the government is a party.

Q 103. What arethelicensing requirements mentioned in Article 1(d) of the Gover nment
Purchases Law?

Reply

All firms whether wholly owned by nationals or joint venture companies must be registered
or licensed to operate in the Kingdom.

Q 104. Please provide any statistics collected by the Saudi gover nment on its gover nment
procurement market.

Reply

No statistics are available on government procurement.
Q 105. (Reply 179, L/7645/Add.1) Please describe in detail the practice and need for
production subsidies, in particular payments for poultry and dairy farm equipment, and inputs

such as animal feed and potato seed. When were these policies implemented?

Does Saudi Arabia intend to complete this review in light of its efforts to conclude
negotiations on an agricultural country schedule for accession to the WTO?
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Reply
Answer will be provided later.

Q 106. Regarding Saudi Arabia’'s system of guaranteed prices: Are wheat and barley
the only commadities for which such prices are established? Please describe how the price
guarantee system operates?

Reply

Please see Annex 6 (Information on State Trading) of the Memorandum on Foreign Trade Regime
(WT/ACC/SAU/4).

Q 107. What is GSFMO’s rationale for establishing different purchase prices based on
the size of the seller, such asin the case of wheat purchases? Please describein detail the policies
and practice of fixed guaranteed prices.

Reply
No different purchase price is based on the size of the sdller.

Q 108. Regarding reply 184 (L/7645/Add.1), |s Saudi Arabia prepared to liberalize the
GSFMO upon accession to the WTO? How can GSFMO’s system of fixed guaranteed prices be
consistent with GATT Article XVII, which states that State-trading enter prises must make sales
and purchases “ in accordance with commercial considerations’ ?

Reply
GSFMO makes sales and purchases in accordance with commercial consideration.

Q 109. Reply 188 states that loans made by the Saudi Agricultural Bank are not subject
to interest payments. This method of granting loans appears to constitute a domestic subsidy.

Reply

Islamic Law prohibitscharging of interest. Service charges may a so be construed as disguised
interest payments and therefore are avoided by the Saudi Arabian Agriculture Bank.

Q 110. Please describein detail the system of fees charged to loan recipients, and explain

how the SAG intendsto includethe cost of providing loans, including foregoneinterest payments,
in its calculation of total domestic support?

Reply

The capital loans of the SAAB are designated for lending. SAAB finances its loans from the
instalments due which are collected from former loans. Therefore, the bank capital is tuned over by
re-lending what has been collected from borrowers.

Q 111 Please provide information on the payback history of these loans.
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Reply
Answer will be provided later.
V. TRADE-RELATED INTELLECTUAL PROPERTY REGIME
Patents
Q 112. It appearsthat Saudi Arabian patent law does not presently grant a patent owner

the right to prevent others from using the invention.

What changeswill Saudi Arabia makein its patent law to meet TRIPS obligationsin this
regard?

What other exceptionsand limitationsarethereon therightsconferred on a patent owner
under current law?

Reply

No, Saudi Arabian Patent Law (Article 22) does grant apatent owner theright to prevent others
from “using” the invention. There are no other exemptions and limitations

Q 113. What is the term of patent protection granted under the Saudi patent law?
Reply

Termof patent protection grantedisfifteenyearsfrom grant; itisextendablefor another 5 years.
Please refer to Article 27 of the Patent Law.

Q 114. Doesan invention haveto bewor ked or maintenancefeespaid for patent protection
to extend for the entire term of protection?

Reply

Yes, the invention must be industrially worked in Saudi Arabia and maintenance fees must
be paid to enjoy the protection.

Q 115. Isthere a provision for reversal of the burden of proof in patent cases where the
patent infringed is a patented process? If so, how does this process work?

Reply
Thereis no provision in the Patents Law for reversal of the burden of proof.

Q 116. If an assignment or transfer of a patent isnot registered or thefeeisnot paid what
is the penalty? In this circumstance, is the assignment or transfer void?

Reply

Assignments of patents are considered valid without registration in the Patent Register. There
is no penalty for non-registration of the assignment and it does not become void.
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However, if theassignee later approaches the King Abdulaziz City for Science and Technology
(KACST), e.g., for extension of the term or for any other purpose, then KACST will require the
assignment to be registered, and fee to be paid, before the case of the assignee is entertained.

Q 117. What subject matter is considered to be not patentable under the current Saudi
patent law?

Reply
Articles8and 9 of the Patent L aw cover the subject matterswhich are considered not patentabl e.
Copyright and related rights

Q 118. Arethere any formalities that must be met before a person is granted copyright
protection in Saudi Arabia? For instance, does a person have to deposit thework with a national
library or register the work with a government agency before copyright protection is granted
to that work?

Reply

Before granting the copyright protection, a person must prove the property of his work and
that he did not assign his rights related to his work to others.

Saudi authors or those wishing to publish their works in Saudi Arabia are required to deposit
one copy of thewritten classified works at King Fahad National Library in Riyadh. Non-Saudi authors
publishing their works outside the Kingdom are not required to do so.

Q 119. What isthe term of protection for copyright works and sound recordingsin Saudi
Arabia?

Reply

The term of protection granted to an author for the classified works shall continue during his
lifetime and for a period of fifty years after his death.

In regard to sound recording, the period shall be for twenty-five years from the date of
publication (Article 24 of the Copyrights Law).

Q 120. L/7645/Add.1 stated that it takes an average of three to six months to litigate a
copyright infringement case.

Isthis time period measured from the time the action is filed with a court to the time a
decision isrendered by a court? If not, what is the time period?

Can you explain how the procedure for bringing a copyright infringement case and how
long each step in the process takes?

Reply

The time period to litigate a copyright infringement case would not necessarily take three to
six months. Some cases take a shorter period of time. More complicated cases which require
documentation and clarification take six months or more. Such cases are infrequent in Saudi Arabia.
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The procedure for bringing a copyright infringement case is as follows. It is difficult to give
time frame for each step, as it varies from case to case.

The rightholder should present an allegation of infringement stating the name of infringer.
He should aso prove the ownership of the infringed work.

Thecompetent authority review andfollow-up theallegation and takeal | the necessary measures
to verify the aleged infringement and submit a report in this regard.

If infringement is proved, the infringer states his defense and presents his documents, then,
the infringed work could be seized by the head of the committee.

The Department of Copyrights offers conciliation to partiesinvolved. If they fail to do that,
the allegation goes on the committee i ssues a decision of punishment and remedy besides confiscating,
destroying or sdlling the infringing work for the benefit of the rightholder. After the ratification of
the Minister of Information, these decisions become effective.

The two disputed parties have the right to appeal at Board of Grievances within 60 days. The
seizure measures taken by the Ministry remain in effect until afina decision is reached by the Board
of Grievances, either confirming, refusing, or modifying the decision of the Ministry.

Q 121. Please indicate what subject matter is not protectable under the Saudi Arabia’s
copyright law. Are computer programs protected as literary works or as separate works?

Reply

The works not covered by the Copyrights Law are all the intellectual works that lost their
protection due to the expiration of the period of protection, in addition to the unpublished works as
the protection is basicaly provided for the published works. Computer programs are protected as
intellectual works.

Q 122. Weunderstand that Saudi Arabiaisnot currently amember of the Berne convention.
Does Saudi Arabia intend to join the Berne Convention? If so, when will Saudi Arabia join?
If not, what are Saudi Arabia’s objections to doing so?

If Saudi Arabia does not join the Berne Convention, how will Saudi Arabia meet the
obligations of Articles 1-21 of the Berne Convention as required by TRIPS?

Without member ship in the Berne Convention, how does Saudi Arabia extend protection
for foreign works of non-GCC Member nationals?

Reply

All foreign works of the Universal Copyrights Convention member nationals are granted the
protection required by the Convention which means that Saudi Arabia provides now the same degree
of protection to foreign authors as to Saudi authors. However, the accession of Saudi Arabiato the
TRIPS Agreement will engage Saudi Arabiato meet the requirements of this Agreement.

Q 123. Saudi Arabia doesnot currently provide protection for performersand producers
of phonograms.
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Reply

Saudi Arabia applies the protection for performers and producers of phonograms according
to the provisions of the Universa Copyright Convention. Saudi Arabiawill meet the obligations required
by the TRIPS Agreement.

Q 124. How will Saudi Arabia meet these obligations, which arerequired by the TRIPS
Agreement?

Reply
By reviewing its laws and ensuring their conformity with the TRIPS Agreement.
Database protection
Q 125. What isrequired for a data base to be protected under the Saudi copyright law?
Reply
Applicant has to show that the data base is an original one.

Q 126. Aredata bases protectablewhen they are based on information that isin the public
domain or otherwise not protectable?

Reply
Data bases and information included are protected.

Q 127. What rights are the copyright owners granted? What are the exceptions and
limitations on these rights?

Reply

The rights of the copyright owners are stipulated under Article 7 of Copyrights Law. Asfor
the limitations, there are no exceptions or limitations resulted from the author’ s responsibility towards
others.

Q 128. I sthe copyright owner granted aright to prevent othersfrom renting the copyright

work? If so, for what works does this rental right apply (e.g., to computer programs? sound
recordings? audiovisual works?)

Reply

Yes, for al categoriesfalling under copyright protection. Pleaseseepara 10 of Saudi Arabia's
Memorandum, WTO/ACC/SAU/S.
VI. TRADE-RELATED SERVICES REGIME

Q 129. Please indicate in detail the justification for a mandatory import agent system in
light of the provisions of Articlelll of the GATT.
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Is Saudi Arabia prepared to allow foreign individuals and firms this ability on a
non-discriminatory basis in the context of its accession to the WTO?

Reply
Please see reply 15 above.

Non-financial services and insurance

Q 130. Regarding restrictions on the cross-border provision of services (reply 26,
L/7645/Add.1), we note Saudi Arabia’s statements that it does not place any restrictions on
cross-border delivery of services, except for callback services, and that foreign service suppliers
are allowed to sell servicesto State-trading enterprisesin the same manner that they are allowed
to sell services to non-State-trading enterprises.

(@) Does Saudi Arabia recognize Foreign Legal Consultants, who are permitted to practice
the law of their home country, and in some cases, international law?

(b) Does Saudi Arabia apply an “ economic needstest” to the approval of foreign investment
applications? If thisisthe case, arethe standards for applying the needs test published
or arethey left to the discretion of an investment review agency?

Reply
@ Reply 25 to the document WT/ACC/SAU/6/Add.3 states:

Council of Ministers decision No. 116 dated 12/7/1400 A.H. states that “ licence to practice
law and legal consultation is restricted to those who are Saudi nationals.”

Article (2) of the Ministeria decison No. 1190 dated 16/2/1402 A.H. states that “ The conditions
to grant alicenceto offer legal consultationsare asfollows: The applicant must be (1) A Saudi national,
... (4) Resides in the Kingdom continuously.

Article (6) of the same decision states that it is prohibited for non-Saudis, individuals or
companiesto offer legal consultation in the Kingdom either individually or in association with a Saudi
individua or office.

It is clear from these articles that offering legal consultation is restricted to Saudi nationals
and is prohibited for non-Saudis to offer such consultation.

However, Saudi legal consultants may themselves procure the services of foreign lega consultants
to obtain advice on matters pertaining to foreign country or international law.

(b) All foreign projects have to satisfy the conditions of being a development” project as defined
in Reply (313), and of having foreign technica expertise.

With respect to cross-border services, the “ economic needs test” may or may not be applied,
depending on the service sector concerned. The standards are sector-specific, and therefore vary from
one sector to another.

Q 131 The Law on Certified Accountants stipulates that only Saudi nationals can be
registered as certified accountantswithin Saudi Arabia. Atthesametime, many foreign investors
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areinterestedinaccountantsfamiliar with accountingfor inter national transactions, both inter-and
intra-firm. The number of Saudi accountants with this kind of experience, however, may be
limited.

Can foreign accounting firms establish partner ships/cor porations to provide accounting
services if they hire Saudi CPAS?

Saudi law permits the issuance of work permits for foreign personnel that fill positions
for which no Saudi worker is available. Does Saudi Arabia plan to liberalize the
implementing regulations for the Accounting Law to allow employment of foreign
accountants under these conditions?

Reply

Certified Saudi professionals are allowed to enter into partnership with foreign professional
companies according to the terms and conditions set forth by the Ministry of Commerce (Professiona
CompaniesLaw). Theseconditionsarespecifiedin Article2 of thelmplementing Rulesfor Professiona
Companies.

Thelicencefor establishing a professional company between a Saudi national and a non-Saudi
is obtained by aresolution from the Minster of Commerce and is as follows:

- the foreign company should be reputable and well recognized in the field of its profession.

- the foreign company should be established and registered for at least ten years and practising
in the field successfully.

- the foreign company should participate in training and building Saudi nationals' experience
as well as introducing its technical technology.

ThisArticlehasbeen amended by Ministeria Resolution No. 929 of 29.8.1416 A.H. to become
as follows:

- the foreign company should employ or have at least one prominent representative in the
Kingdom, this representative should:

- stay in the Kingdom for a period not less than 9 months per year;
- have at least a university degree in the field of the company speciaization;
- have an experience not less than 10 years successfully.

- in order to practice its profession in the Kingdom, the foreign company should adjust itself
withtheseconditions, maximally, within oneyear fromthedateof implementing thisresolution;

- the foreign company should provide an attested and translated copy of itsregistration contract;

- the transference of a Saudi share to non-Saudi share should not result in reducing the shares
of Saudi shareholders, less than 25 per cent of the total capital.

Q 132 Saudi law and regulation concerning legal services appears to mirror that for
accounting.

Does Saudi Arabia plan to liberalize the implementing regulations for the Legal Consultancy
Law to allow limited foreign investment in law partnerships and practice by foreign law
partnerships and practice by foreign lawyers?
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Reply
No. Please aso refer to reply 130(a) above.

Q 133. Concerning the supply of servicesfor environmental protection and conservation,
the response to question 40 indicates that these are “ subject to the Procurement of Gover nment
Purchases Law...or the Standard Rules for Government Purchases.”

Does this mean that there is no possibility for the private purchase of environmental
services? Please explain.

Reply

Trade-related environmental policiesareof threetypes. First, theimport and export of wildlife
islicensed by the National Commission for Wildlife Conservation and Development. Second, the Saudi
M eteorology and Environmental Protection Administration hasused some general standardsto provide
appropriate bases for the evaluation and regulation of industrial and urban activitiesthat currently exist
in the Kingdom in order to, among other things, help protect the Kingdom'’s environment. Asaresult
of these standards, imports of highly polluting capital equipment are implicitly discouraged while imports
of more benign equipment areencouraged. Third, the Saudi Arabian Standards Organization considers
environmental issues when formulating standards which may subsequently be enforced at the border.

Within the context of these observations, thereis no outright prohibition of private purchases
of environmental services.

Q 134. Please supply additional information on services preferencesin thefollowing bilateral
and regional agreements:

Jordan and Egypt - trucking and public transportation

Tunisia and Egypt - transport

Syria, Turkey, and Lebanon - transport

Moraocco - air transport

GCC - unspecified preferences, including movement of capital and labour

Arab League - bilateral agreements with unspecified countries offering unspecified
preferences

Reply

Land and Marine Transportation Agreements between the Kingdom of Saudi Arabia and Egypt.

These agreements aim at organizing and coordinating Land and Marine transport activities
between the Kingdom of Saudi Arabiaand Egypt. Thetwo Agreementswereratified by Royal Decrees
Nos. M/10 dated 19/8/1411 H. and M/11 dated 19/8/1411 H. These Agreementswereinitiated within
the context of the Economic Cooperation Agreement between the two countries which was ratified
by Roya Decree No. M/4 dated 9/4/1411H.

Regarding Land Transport, the Agreement took into consideration the protection of National
Carriers, the designation of loading, unloading and access points in both countries based on public
interest. The Agreement also abligated the carriers of each country to abide by the rules, regulations
and vehicle specifications in force in each country regarding alowable truck weights and sizes and
to refrain from engaging in domestic transport activitiesin each other’ sterritory or transport to athird
country.
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Regarding Marine Transport, the Agreement aims at strengthening the cooperation between
the two countriesin the merchant marinefield according to mutual sovereignty, benefit and principles
of marine safety onthehigh seas. This Agreement also aims at increasing the market share of nationa
merchant marine fleetsin transporting goods among the ports of both countries such that each country’s
share would not be less than 40 per cent of all trade volumes transported by sea between the two
countries. Each party reserved the right to transport its exports to the other country on its nationa
fleet, and to provide necessary facilities and assistance to the ships of the other side.

Economic Agreement between the Kingdom of Saudi Arabia and Jordan

This Agreement aims at improving and strengthening Economic cooperation between The
Kingdom of Saudi Arabiaand Jordan. The Economic Agreement was signed in 1382 H. and ratified
by Royal Decree No. 42 dated 11/9/1382H. Article 9 organized transport operations by trucks and
common passenger carriersfor each country and thereciprocal exemption from fees and customs duty
for carriers operating between the two countries.

Transport Agreements with Turkey, Lebanon, Tunisia and Syria

Thereisno ratified transport agreement between the Kingdom of Saudi Arabiaon the one hand
and Turkey, Lebanon and Tunisiaon the other. But there exists a proposed draft for two Agreements
for Land and Marine transport between the Kingdom of Saudi Arabia and Turkey. These are the
subject of continuing study and review.

Concerning Syria, cooperation in the field of transport is governed by the Commercia and
Economic Agreement between the two countries which wasratified in 1392H., and within the context
of the Arab Transit Agreement. Article (7) of the Commercia and Economic Agreement obligates
the two parties to work towards facilitating Transit operations through their respective countries and
exempting carriers crossing each other’ sterritories, whether full or partially full, from al restrictions,
transit fees and customs duty.

Transport Between the Kingdom of Saudi Arabia and the GCC Countries.

Article (18) of the Economic Agreement among the GCC countries which has been ratified
by Royal Decree M/12 dated 21/3/1402H states in effect that member States shall treat passenger and
freight transportati on vehi cles owned by citizensof onemember State and passing throughtheterritories
of another or destined to it, the same treatment as passenger and freight transportation vehicles owned
by its own citizens, including exemption from all fees and taxes, provided that such vehicles do not
engage in domestic passenger or freight transport in the other State.

Transport Within the Context of the Arab League Agreements.

The Transit Agreement, which regulates transit operations among the Arab L eague member
States and which was rétified by the Kingdom of Saudi Arabia, includes many articles concerned with
transport among the member States which facilitates the transit movement of transport vehicles over
the roads of these countries.

Financial services (excluding insurance)
Q 135. Weappreciate Saudi Arabia’ srepliesto questionsregardingitsrégimein services.

While many of the issues raised in the following questions have been addressed to some extent,
we seek confirmation of the measures that apply to financial services (excluding insurance) and
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an elaboration of licensing conditions that may beinconsistent with the obligations of the GATS,
including the Under standing on Commitments in Financial Services.

For example, where licensing of a bank branch or joint venture is determined by the
Council of Ministers upon the recommendation of the Minister of Finance and National
Economy, we seek an elaboration of the criteria that apply to those deter minations and
the scopefor discretion that isavailableto the Minister or Council to deny alicence (i.e.,
where criteria for approval are broad, non-prudential in nature or undefined).

Reply

The Council of Ministers has not had the occasion to consider approva of a new licence for
thelast many yearsas no recommendation was made by SAMA and theMinster of Finance and National
Economy. In the past, the main factor in deciding on such applications were the recommendations
of the Minister of Finance and National Economy which in turn were based on recommendations of
SAMA.

Q 136. With respect to banking, securities and other financial services, are there any
measur es of a horizontal natur e (affecting all or many sector s) that limit mar ket access or national
treatment in the financial services sector, such as for investment authorizations, reciprocity
measures, or other discriminatory practices, including thoseinvolved in privatization of State-owned
enterprises? If so, please describe the content of any horizontal measures that currently would
[imit, or that you anticipatewould limit, foreign participation in Saudi Arabiainfinancial services
(as defined in para. 5(a)(v) through (xvi) of the Annex on Financial Services).

Reply

There is a limitation on the type of lega entity: only joint stock companies incorporated in
Saudi Arabiacan belicensed as financial entities. Thereisalso alimitation on participation of foreign
capital: theshareof foreign nationalsandforeignjuridical personsislimited to40 per cent of theequity.

However, in Saudi Arabia, the authorities have encouraged banks to use the universal banking
model under which they provide various financia services to their customers. Consequently, most
financial services as defined in para. (a8)(v) to (xvi) of the Annex are provided only by licensed banks
or money changers in the Kingdom. This policy protects the interest of investors and depositors and
takes into consideration the fact that banks have high levels of capita, reputable directors and officers,
large pools of financia expertise, and the ability to invest in technology to support and control operations.
The government aso did not wish to encourage proliferation of week, inefficient, inadequately capitalized
institutions without sufficient human and technical resources. This prudent policy has ensured that
while the market has been well-served, no financia disaster has occurred.

Q 137.(a) Are there any financial services as defined in para. 5(a)(v) through (xvi) of the
Annex on Financial Servicesthat arenot currently provided by theprivate sector in Saudi Arabia?

(b) Are any such services provided by State-owned institutions alone or in competition with
privately-owned financial institutions in Saudi Arabia?

(© Are there any monopoly suppliers of financial services?

(d) In addition to securities underwriting and currency exchange operations are there any
other financial services in which foreign investment is prohibited?
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Reply

€) The private sector isalowed to provideall serviceslisted in 5(a)(v) through (xvi) of the Annex
on Financia Services. The Saudi authorities encourage the private sector to develop new financial
products and services for their customers.

(b) Under the law, private sector can provide al financial services. However, due to practical
reasonsrelatedtolargeinitia investment, risk management, credibility of thefinancial system, equitable
treatment, etc., the clearing and settlement services for checks, securities and ATMs are currently
provided by the Saudi Arabian Monetary Agency.

(© There are no monopoly suppliers of financia services.

(d) Foreign investment in thefinancial servicesindustry are not prohibited including underwriting
and currency exchange operations. However, aforeign entity, wishing to provide such services, must
obtain permission from the authorities.

Q 138. Please describe the specific content of any laws, regulations, or practices which
limit in any way:

(a) the ability of a non-resident financial service provider to provide cross-border into the
territory of your country advisory and other auxiliary financial services, the provision
and transfer of financial information, and financial data processing (as defined in para.
5 of the Annex on Financial Services);

(b) the ability of residents of your country to purchase financial services in theterritory of
another party.

Reply

€) Financia advisory and auxiliary financial services are considered as banking businessand are
covered under the provisions of the Banking Control Law.

Consequently, such services may only be provided by abanking institution licensed to provide
such services in the Kingdom. Asfar as provision of transfer of financial information and financial
data processing, there are no specific laws or regulations preventing supply of these services on a
cross-border basis, and currently foreign companies do provide such services.

(b) There are no laws, regulations and practices preventing residents of Saudi Arabiato purchase
such services in other jurisdictions. Saudi resident and corporations are free to access such services
in the international markets.

Q 139. With respect to financial services (as defined in para. 5(a)(v) through (xvi) of the
Annex on Financial Services), pleasedescribethecriteriafor licensing or approvalsor the specific
content of any measures that would limit in any way:

(a) theability of anon-resident financial serviceprovider toestablish and expand acommercial
presence in your country as a branch, an agency, a representative office, and as a
wholly-owned subsidiary, either through de novo investment or through acquisition of
existing enterprises;
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(b) or deny national treatment to foreign financial institutionsthat seek to establish, expand
or acquire an existing financial institution in Saudi Arabia; or

(© the ability of a foreign-owned financial service provider established in your country to
compete to supply financial services on terms and conditions that are no less favourable
than those applied to financial service providers of your country in like circumstances
(including the opportunity to participatein any self-regulatory body, securitiesor futures
exchange or market, clearing agency or other organization or association).

Reply

@ Under Article 3 of the Banking Control Law, licences are granted by Minister of Finance and
National Economy on therecommendation of SAMA. Nationa banksarerequired to be Saudi
Arabian joint stock companies and their directors must be of good reputation. The licensing
of foreign bank branches by the Minister must be approved by the Council of Ministers. Since
1976, SAMA policy has been not to issue new bank licences as the Agency considered the
local market to be well served by 11 banks. However, in 1988, aloca money changer was
given banking licence to convert his businessinto abank. Sincethen, the l[imit on the number
of banks at 12 has been maintained.

(b) There are no discriminatory laws, rules or regulations aimed at foreign participants, except
for limitations mentioned in reply 136 above.

(© Following the licensing of abank with foreign participant by Saudi authority, thereisno limit
on competition by such bank with other financial service providers. Thetermsand conditions
under which they operate are no | ess favourabl e than those applied to other banks and financial
institutions.

Q 140. Are any of the financial services as defined in para. 5(a)(v) through (xvi) of the

Annex on Financial Services not considered “ development enterprises’ for the purposes of the
Investment of Foreign Capital Regulation?

Reply
All financia services are considered as “ development enterprises’.

Q 141 What must a foreign investor in financial services do to satisfy the criterion that
the investment is accompanied by foreign technical expertise?

Reply

The criterion would be satisfied if the foreign investor provides technical know-how and
management know-how.

Q 142. Please describe the content of any restrictions on the temporary entry of the

personnel, particularly managers executives or specialists, of a financial services provider that
is establishing or has established a commercial presencein your country.

Reply

There are no specia rules for financia services. As for general regulations, please see
paragraphs 54 to 56 of Saudi Arabia's Supplementary Memorandum, WT/ACC/SAU/S5.





