2001 SPECIAL 301 REPORT

United States Trade Representative Robert B. Zoellick today announced the results of the 2001
“Specid 301" annua review, which examined in detall the adequacy and effectiveness of intellectud
property protection in gpproximately 80 countries, the largest number of countries ever reviewed. In
announcing the results of this year’s review, Ambassador Zodllick stressed Ukraine s persistent failure
to take effective action againg sgnificant levels of opticd media piracy and to implement adequate and
effective intellectua property laws. Ukraine was identified as a Priority Foreign Country on March 12,
2001, and an investigation was initiated under Section 301 of the Trade Act of 1974. Failure by
Ukraine to adequately address the problem of pirated optica media production within three months of
theinitiation of the 301 investigation could lead to the impaosition of trade sanctions. In addition, falure
to adequately protect intellectua property rights could jeopardize Ukraine s efforts to join the World
Trade Organization (WTO) and serioudy undermineits efforts to attract trade and investment. The
U.S. Government will remain actively engaged with Ukraine during the course of the investigation to
encourage the nation to combat piracy and to enact the necessary intellectud property rights legidation.

Ambassador Zodllick announced that the focus of this year’ s report is highlighting the progress thet has
been made over the past year toward resolving outstanding bilatera concerns identified through
previous Specid 301 determinations or previoudy announced WTO dispute settlement cases, elther
through full utilization of the dispute settlement process or through consultations. Specific progress has
occurred in anumber of countries over the past year, including Itay, Turkey, Spain, Peru, Moldova,
Guatemala, Macau, Hong Kong, and Ecuador. In addition, the report highlights the resolution of WTO
dispute settlement procedures with Denmark, Greece and Ireland. A tota of 14 intellectud property
complaints have been filed by the United Statesin the WTO since 1996.

The Specid 301 report addresses significant concerns in such trading partners as India, Hungary,
Tawan, the Dominican Republic, Korea, Lithuania, the Philippines, Costa Rica, Russia, Egypt, Isradl,
Saudi Arabia, UAE and Uruguay. In addition the report notes that the United States will consider all
options, including but not limited to initiation of digoute settlement consultations with countries that do
not gppear to have implemented fully their obligations under the WTO Agreement on Trade-Related
Aspects of Intdlectud Property Rights (TRIPS Agreement). Such countriesinclude Hungary, the
Andean Community, the Dominican Republic, India, Isragl and the Philippines.

Inthisyear’ sreview, USTR devoted specid attention to reducing production of unauthorized copies of
“optica medid’ products such as CDs, VCDs, DVDs, and CD-ROMSs, in Ukraine, Maaysiaand
Tawan in particular. 1n addition, USTR continued to focus on other criticaly important issues including
proper implementation of the TRIPS Agreement by developing country WTO Members, as required
by January 1, 2000, and full implementation of TRIPS standards by new WTO Members at the time of
their accesson. USTR aso continued to encourage countries to ensure that government ministries use
only authorized software.

Over the past year, considerable progress was made by many developing countries and by newly
acceding WTO Members toward implementing TRIPS obligations. Nevertheless, full implementation



of TRIPS obligations has yet to be achieved in many countries, particularly with respect to the
Agreement’ s enforcement provisions. Asaresult, piracy and counterfeiting of U.S. intellectud property
remain unacceptably high in too many countries.

The United States is committed to a policy of promoting intellectud property protection, in this regard
we are al'so making progress in advancing the protection of these rights through the negotiation of free
trade agreements. As part of the negotiations with Jordan, Chile and Singapore, aswell asin the
hemispheric Free Trade Area of the Americas, we have sought ahigher level of intellectud property
protection in a number of areas covered by the TRIPS Agreement. The negotiation of these new
agreements gives us the opportunity to reflect in the intellectua property provisons the technologica
changes that have occurred since the TRIPS Agreement was negotiated in the late 1980s and early
1990s.

USTR will continue to use al statutory tools, as appropriete, to improve intellectua property protection
in such countries as Ukraine, Russia, Braxzil, the Dominican Republic, including through implementation
of the Generadlized System of Preferences and other trade preference programs.

2001 Special 301 Decisions

Under the Specia 301 provisions of the Trade Act of 1974, as amended, Ambassador Zodllick today
identified 51 trading partners that deny adequate and effective protection of intellectud property or
deny fair and equitable market access to United States artists and industries that rely upon intellectua

property protection.

The United States Trade Representative stated that for more than two years, the U.S. Government has
been urging the Ukrainian Government to close down the pirates CD production facilities currently
exporting throughout Europe and enact legidation to adequately protect copyrighted works and sound
recordings. Despite many promises, including high-level commitments made in June 2000, the
Ukrainian Government has been unwilling or unable to curtail the activities of these pirates. Because of
thislack of progress, Ukraine was identified as a Priority Foreign Country and a Section 301
investigation was initisted. Regrettably, according to estimates from our copyright indusiry, Ukraine
remains the single largest source of pirated optica media productsin centra and eastern Europe.
Within weeks of identifying Ukraine as a Priority Foreign Country, the U.S. Government engaged with
the Government of Ukrainein an intense effort to resolve this problem but no meaningful progress has
yet been made.

Copyright piracy in Ukraineis extensve and enforcement is severdy lacking, resulting in increasing
unauthorized production and export of CDs and CD-ROMs. U.S. industry estimates that losses to the
music industry aone are $200 million. The United States urges the Government of Ukraine to take
stronger measures on an expedited basis to address this problem through the implementation of
effective optica media production controls, enforcement of copyright law, and other available means.



The U.S. Government will remain actively engaged with Ukraine, to help and encourage the nation to
combat piracy and to enact the intellectua property rights legidation required by both the 1992 bilatera
Trade Relaions Agreement and the WTO TRIPS Agreement.

The U.S. Government has been consulting with the European Union and other countries about the
serious piracy problem in Ukraine. We are pleased to see the European Union actively engaged in
trying to resolve this problem and in upgrading Ukraine's intellectua property regime.

Ambassador Zodllick again designated Paraguay and Chinafor “ Section 306 monitoring” to ensure
both countries comply with the commitments made to the United States under bilaterd intellectud

property agreements.

Although lack of enforcement of intellectud property rights remains asignificant problem in Ching,
particularly for trademarked products and copyrighted works, China s officias recognize the need for
more effective action to address this continuing problem. Ambassador Zodlick welcomed the initial
progress they have made through such actions as the new anti-counterfeiting “campaigns’ initiated in
late 2000 and continued into 2001. Neverthdess, piracy and counterfeiting remain rampant in China.
The United States will continue to monitor China s actions to address these problems through an active
program of bilateral consultations to ensure that the laws as enacted are consstent with China sWTO
obligations and that China gppliesitslaws in amanner that provides more effective protection of
intellectud property rights.

Specid concern was expressed that Paraguay’ s efforts to implement the bilateral agreement with the
United States over the past year, especially regarding enforcement and enactment of a TRIPS-
conggtent patent law, have not been sufficient and further consultations will be scheduled. If no
progress is made in the coming yeear, the U.S. Government may have no choice but to reactivate the
Section 301 investigation.

Ambassador Zodllick aso announced placement of 16 trading partners on the Specia 301 Priority
Watch Ligt: Argentina, Costa Rica, Dominican Republic, EU, Egypt, Hungary, India, Indonesia, Israd,
Koreg, Lebanon, Maaysia, the Philippines, Russia, Taiwan, and Uruguay. Additiondly, there will be
an “out-of-cycle” review (OCR) scheduled for Costa Ricaand Maaysia. He aso placed 32 trading
partners on the Watch Lig.

Findly, Ambassador Zodlick noted that, while not listing Mexico, enforcement effortsin Mexico
continue to need improvement. Also, while not listing Japan, the Bahamas, Georgia and the Kyrgyz
Republic, USTR will conduct OCRs of Georgia and the Kyrgyz Republic later in the year and OCRs of
Japan and the Bahamas as warranted.

Should areview of Japan be necessary, it will focus on ng the Japanese Government’ s efforts to
address the mgjor concerns of the United States which are: the need for Japan to enact clear-cut



internet service provider (I1SP) liability laws that properly balance the interests and rights of carriers and
right-holders; the need for explicit protection of temporary copies as required by the TRIPS
Agreement; and expeditious ratification of the WIPO Performances and Phonograms Treaty (WPPT).
Asafirgs step, we urge Japan to agree to expert-led consultations to achieve mutua understanding of
our respective concerns with regard to the current draft legidation for ISP liahility rules, aswell asto
provide an opportunity for U.S. experts to explain how the United States dedlt with the complex issues
involved with 1SP liahility rules under our Digitd Millennium Copyright Act legidation. Thereview
would aso examine the Government of Japan’s implementation of recent assurances to address
concerns over lax border enforcement with regard to the processing of counterfeit imports and the re-
export of counterfeit goods from Japan’s ports so as to ensure effective implementation of TRIPS
border enforcement obligations.

Likewise, should the review of the Bahamas be warranted, it will focus on the Bahamian Government's
effortsto meet its bilatera commitment to amend its copyright law to iminate provisons that create a
compulsory license for unauthorized re-transmissons by cable tlevison systems of any copyrighted
work trangmitted over its territory, including encrypted transmissions. Such provisons violate the
Bahamas obligations under the Berne Convention. In addition, the Bahamas also agreed to revise its
copyright law to make clear that internet transmissons are smilarly not subject to compulsory licenses.

The reviews of Georgia and the Kyrgyz Republic will assess the progress made by these governments
toward the enactment of necessary dlaificationsin their intellectua property regimes to ensure full
compliance with their obligations under bilaterd trade agreements with the United States and the TRIPS
Agreement, including full protection for pre-existing works and sound recordings. In addition, we look
to these governments to take steps toward improving their enforcement regimes, and in particular, to
guard againg the establishment of pirate opticad media production facilities within their borders. Out-
of-cycle reviews of both countries will be conducted in December 2001.

Intellectual Property and Health Policy

In announcing the results of the 2001 Specia 301 review, Ambassador Zoellick reiterated that USTR is
not congdering a change in the present flexible approach to hedth-related intellectua property issues.
Consgtent with Americas protection of intellectua property, we remain committed to working with
countries that develop serious programs to prevent and trest HIV/AIDS.

We are informing countries that, as they take steps to address amgor hedth criss, like the HIV/AIDS
crisisin sub-Saharan Africa, they should be able to avail themsdves of the flexibilities afforded by the
TRIPS Agreement, provided that any steps they take comply with the provisons of the Agreement.

The United States is committed to a policy of promoting intellectua property protection, including for
pharmaceutical patents, because of intellectud property rights critica role in the rapid innovation,
development, and commercidization of effective and safe drug therapies.  Financid incentives are



needed to develop new medications. No one benefits if research on such products is discouraged.

A comprehensive approach is needed to deal with any serious hedth emergencies, such asthe AIDS
crigs. In deding with such serious threats to public hedth, like AIDS, countries need to stress
education and prevention. The cost of drugsis but one of many important issues that must be
addressed.  Effective drug trestment necessitates urgent action to strengthen health management
systems — especialy with regard to the means and methods of drug distribution. Other needed
measuresinclude: the development of appropriate drug sdlection policies and standard treatment
guiddines, the training of care providers a dl levels, an increase in the availability of adequate
laboratory support to diagnose and monitor these complex thergpies, and ensuring that the right drugs
are used for theright purpose and in the right amount.

Certain countries have done an excdlent job addressing the AIDS criss, especidly given their limited
means. Such countries include Uganda, Senegd, and Thailand. However, some interested parties
blame only the pharmaceutica companies without fully examining the many issues involved in addressing
the AIDS crisis.

Certain countriestry to jugtify use of protectionist measures by associating these measures with the
AIDS criss when no such linkage exists. This behavior diverts countries, and other interested parties,
from focusing on areas of rea concern. Indeed, local production requirements can aso cost the jobs of
American workers,

In sum, the HIV/AIDS scourge is devastating — but there are ways to counter it. Drug therapies must
be part of an integrated approach. Solutions must be found to encourage the discovery and production
of other effective treetments in the future — for this disease and others.

I mplementation of the WTO TRIPS Agreement

One of the most Sgnificant achievements of the Uruguay Round was the negotiation of the TRIPS
Agreement, which reguires dl WTO Membersto provide certain minimum standards of protection for
patents, copyrights, trademarks, trade secrets, and other forms of intellectual property. The Agreement
aso requires countries to provide effective enforcement of theserights. The TRIPS Agreement isthe
first broadly-subscribed multilatera intellectua property agreement that is enforceable between
governments, alowing them to resolve disputes through the WTO' s disoute settlement mechaniam.

Developed countries were required to fully implement TRIPS as of January 1, 1996, while developing
countries were given atrangtion period — until January 1, 2000 — to implement the Agreement’s
provisons. Ensuring that developing countries are in full compliance with the Agreement now that this
trangtion period has come to an end is one of this Adminigtration’s highest priorities with respect to
intellectua property rights. With respect to least developed countries, and with respect to the
protection of pharmaceuticals and agriculture chemicalsin certain developing countries, even longer



trangtions are provided.

Progress continues to be made by developing countries toward full implementation of their TRIPS
obligations. Neverthdess, anumber of countries are dill in the process of findizing implementing
legidation and establishing adequate enforcement mechanisms. The United States will continue to work
with such countries and expects further progressin the very near future to complete the TRIPS
implementation process. However, in those instances where additiona progress is not achieved in the
near term the United States will pursue our rights through WTO dispute settlement proceedings.

Contralling Optical Media Production and Internet Piracy

To address exigting and prevent future piratica activity, over the past year severd of our trading
partners, including Maaysia, have taken important steps toward implementing, or have committed to
adopt, much needed controls on optica media production. However, othersthat are in urgent need of
such controls, including Ukraine and Taiwan, have made insufficient progress in this regard.

Governments such as those of Bulgaria, China, Hong Kong and Macau that implemented optica media
controls in previous years have clearly demondtrated their commitment to continue to enforce these
measures. The effectiveness of such measures is underscored by the direct experience of these
governments in successfully reducing pirate production of optica media. We continue to urge our
trading partners facing the challenge of pirate optica media production within their borders, or the
threat of such production developing, to adopt smilar controls in the coming year. Ambassador
Zodlick took note of the pogtive initid steps taken by Madaysato implement its optical medialaw and
urged Russia, Thailand, Indonesia, the Philippines and Taiwan to follow suit.

As sarious as the problem of optical media piracy is, the internet is even more problematic in that it has
provided an efficient globa distribution network for pirate products. Severa approaches must be taken
by governments to address this problem, including full implementation of the TRIPS Agreement’s
enforcement obligation to provide effective action and adequate deterrence against commercia piracy
whether it occurs in the on-line environment or in the physica world. In addition, governments should
ratify and implement the two WIPO “internet” tresties, which darify exclusverightsin the on-line
environment and specificaly prohibit the circumvention of technologica protection measures for
copyrighted works.

Government Use of Software

In October 1998, the Vice Presdent of the United States announced a new Executive Order directing
U.S. Government agencies to maintain appropriate, effective procedures to ensure legitimate use of
software. The Presdent aso directed USTR to undertake an initiative over the following 12 months to
work with other governments, particularly those in need of modernizing their software management
systems or about which concerns have been expressed, regarding inappropriate government use of



illegd software.

The United States has achieved considerable progress under thisinitiative since October of 1998.
Countries that have issued decrees mandating the use of only authorized software by government
minigtries include China, Colombia, Ireland, Jordan, Paraguay, Thailand, France, the U.K., Greece,
Hungary, Hong Kong, Macau, Lebanon, Taiwan and the Philippines. This year the Governments of
Isradl and Spain reported that they have dso issued similar decrees. Ambassador Zodlick noted his
pleasure that these governments have recognized the importance of setting an exampleinthisarea. The
United States looks forward to the adoption of smilar decrees, with effective and transparent
procedures that ensure legitimate use of software, by additional governments prior to the conclusion of
the Specia 301 review in April 2002.

WTO Dispute Settlement

In past years, USTR has used the annua Specia 301 report as a vehicle to announce the launch of
WTO dispute settlement proceedings againgt countries that have not met their TRIPS obligations. The
focus of this year’ s report, however, is on resolving the WTO cases that were announced through
previous Specid 301 determinations, either through full utilization of the dispute settlement process
(e.g., panel proceedings, Appellate Body review, and reasonable period of time arbitration), or through
consultations, which are more efficient and are therefore the preferred manner of reaching mutualy
satisfactory solutions. The following section provides updates of previoudy announced WTO cases,
highlighting the progress made in the past year.

CANADA

Theinitiation of this dispute, in which the United States prevailed, was announced in the 1999 Specid
301 report. The United States argued successfully that the Canadian Patent Act violated the TRIPS
Agreement. TRIPS obligates WTO Membersto grant aterm of protection for patents that runs a least
20 years from the filing date of the underlying application, and requires each Member to grant this
minimum term to al patents existing as of the date of gpplication of the Agreement to that Member.
Under the Canadian Patent Act, the term granted to patents issued on the basis of applications filed
before October 1, 1989, isonly 17 years from the date on which the patent isissued. A WTO panel
was established on September 22, 1999, and in its report, circulated on May 5, 2000, the pand agreed
with the United States that Canada s law fails to provide the patent term guaranteed by TRIPS. On
September 18, 2000, the Appellate Body affirmed the pand’ s rulings. The WTO Dispute Settlement
Body (DSB) adopted the reports of the panel and Appellate Body on October 12, 2000.

Subsequently a WTO arbitrator determined that Canada must comply with the DSB’s
recommendations and rulings by August 12, 2001. We understand that, in response to the decision in
this case, Canada tabled legidation that will extend patent term protection from 17 to 20 years. We
look forward to the Canadian Parliament’ s passage of this legidation before the August implementation
deedline.



IRELAND

USTR announced in its 1997 Specia 301 report that it would launch aWTO dispute settlement case
againg Irdland because of Irdand s failure to implement afully TRIPS-consistent copyright law.
Deficiencies included the absence of rental rights for sound recordings, inadequate protection for pre-
existing works, absence of clear civil “anti-bootlegging” remedies, and crimind pendties so low that
they failed to deter piracy. After numerous consultations with the United States, Irdland committed in
February 1998 to accderate its implementation of copyright reform legidation by initidly passng a bill
on an expedited basis to address two particularly pressing enforcement issues, which included the need
to raise crimina pendtiesfor copyright infringement. Thislegidation — the Intellectua Property
(Miscdllaneous Provisions) Act 1998 { 28 of 1998} —was enacted in July 1998. Subsequently, on July
10, 2000, Ireland passed the comprehensive Copyright and Related Rights Act 2000 {28 of 2000},
thus resolving the remainder of the U.S. concerns. This new Irish copyright law, among other things,
amplifies the procedure necessary to bring a copyright lawsuit, and alows courts to order infringersto
pay punitive aswell as compensatory damages to copyright owners. The new law provides maximum
pendties of afive-year prison sentence and fines of up to IR”100,000 for infringing copyrights. It dso
makes bootlegging an offense. The United States and Irdland formaly notified the settlement of the
WTO dispute on November 6, 2000, and the new law became effective on January 1, 2001.

GREECE

In 1998, USTR announced in its Specia 301 report the initiation of WTO dispute settlement
proceedings against Greece concerning the Greek Government’ s failure to enforce its intellectua
property laws effectively againgt television stations that broadcast U.S. copyrighted works without
authorization. Prior to the initiation of this case, the high rate of television piracy in Greece had been a
contentious bilaterd issue between the United States and Greece for a number of years.
Notwithstanding the existence of Greek laws prohibiting broadcast piracy, alarge number of local and
regiond televison gtations in Greece had regularly broadcast U.S. copyrighted motion pictures and
televison programs without authorization of the U.S. copyright owners. No television station had ever
been held crimindly liable for copyright infringement, no station had ever been closed by regulatory
authorities for copyright violations, and TV piracy cases languished in the Greek courts for years
without resolution. The TRIPS Agreement, however, requires WTO Members to provide effective
enforcement remedies that “ condtitute a deterrent to further infringement.”  After initiating thisWTO
case, the United States and Greece held severa rounds of consultations in both Geneva and Athens.
On March 22, 2001, the United States and Greece formally notified the WTO of the resolution of this
dispute. This resolution was possible due to the improved stuation in Greece, specificdly: the sharp
declinein theleve of televison piracy in Greece over the past years, the passage of new legidation
providing for the immediate closure of tlevison dations that infringe upon intellectua property rights;
the actud closure, based on complaints by U.S. right holders, of severd stations that had pirated U.S.
films, the issuance of the firgt crimina convictions for televison piracy in Greece; the Greek
Government’ s formal instructions to public prosecutors to ensure the timely prosecution of televison
piracy cases, and — most importantly — the commitment by Greece to continue these enforcement
efforts.



DENMARK

In the 1997 Specia 301 report, the United States announced that it was invoking WTO dispute
Settlement procedures against Denmark for failure to make available ex parte search remediesin
intellectua property enforcement actions, as required by Article 50 of the TRIPS Agreement. Thistype
of enforcement remedy is needed to ensure that relevant evidence with respect to aleged intellectud
property infringementsis preserved, especidly given the ease and speed with which infringing software
can be deleted from a suspected infringer’ s computer. After the United States and Denmark held
severd rounds of formd and informa consultations, the Danish Government agreed to implement its
TRIPS obligations, and formed a Legd Preparatory Committee to draft the gppropriate legidation to
amend Denmark’ s intellectud property regime. The United States did not move forward with a pand
request given this commitment by Denmark. However, after two yearsin which minima progress was
made in the Committee, USTR announced in last year's Specia 301 report that it would take the next
gep in this dispute and request the establishment of aWTO pand “ unless progress [was| made
imminently.” In June 2000, the Legd Preparatory Committee issued its report recommending an
amendment to Danish intellectud property legidation to include an ex parte search provison, and
introduced the requisite legidation into the Danish Parliament for consideration and passage. On March
20, 2001, the Danish Parliament gpproved the legidation, which was then signed into law on March 28,
2001. The United States welcomes the passage and implementation of this legidation, and is now in the
process of formally settling this dispute with Denmark in the WTO.

ARGENTINA

On May 6, 1999, as aresult of the 1999 Specia 301 determinations, the United States filed aWTO
dispute settlement case challenging Argentina s failure to provide a system of exclusive marketing rights
for pharmaceutica products, and to ensure that changes in its laws and regulations during its trangition
period do not result in alesser degree of consstency with the TRIPS Agreement. Subsequently, as
announced in the 2000 Specia 301 Report, the United States expanded its claims to include new
concernsthat arose due to Argentina s failure to fully implement its remaining TRIPS obligations that
came into effect on January 1, 2000. These concernsinclude Argentina s failure to protect confidentia
test data submitted to government regulatory authorities for marketing gpprova for pharmaceuticas and
agriculturd chemicds,  denid of certain exclusive rights for patents; failure to provide such
provisona measures as praiminary injunctions to address patent infringement; and excluson of certain
subject matter from patentability. In al, the United States raised nine digtinct clams with Argentinain
this dispute. We are pleased that recent consultations with the Government of Argentina have been
congtructive and are encouraged by the dialogue that has developed to possibly resolve certain claims
inthe case. However, there are still some outstanding issues that must be addressed before the dispute
settlement case can be fully concluded.

EurROPEAN UNION

At the conclusion of the 1999 Specid 301 review, the United Statesinitiated a WTO dispute settlement
case againg the EU, based on the apparent TRIPS deficienciesin EU Regulation 2081/92, which
governs the protection of geographica indications (Gls) for agriculturd products and foodstuffsin the



EU. The Regulation denies nationa trestment to foreign Gls. According to the plain language of the
Regulation, only domestic GIs may be protected in the EU. Foreign Gls cannot be registered in the
EU, and thus are not digible for protection, in the EU. In addition, dthough the Regulation permits EU
nationals to oppose or cancel Gls, non-EU nationas are prohibited from raising any objections. With
respect to trademarks, the Regulation permits dilution and even cancellation of trademarkswhen a Gl is
created later intime. The United States requested consultations regarding this matter on June 1, 1999,
and numerous consultations have been held snce then. At the most recent consultations, held in
February 2001, the EU indicated that it would consider amending certain articles of Regulation
2081/92 by May 2001, in order to bring those articles into compliance with the requirements of the
TRIPS Agreement. The United States |ooks forward to reviewing the adequacy of these amendments,
and will congder the next steps of this dispute accordingly.

BRrazIL

The 2000 Specia 301 report announced U.S. initiation of aWTO dispute againgt Brazil over a
longstanding issue between the two countries regarding Article 68 of Brazil’ s patent law, which requires
al patent owners to manufacture their patented products in Brazil or €lse be subject to the compulsory
licensing of their patents. This appearsto bein violation of TRIPS Article 27.1, which prohibits
Members of the WTO from requiring the loca production of the patented invention as a condition for
enjoying exclusve patent rights. This issue has been unresolved for more than five years, therefore, the
United States decided to resort to WTO dispute settlement procedures. Despite numerous
consultations, a mutually acceptable resolution could not be reached. On February 1, 2001, aWTO
pand was established. Since the establishment of this panel, however, Brazil has asserted that the U.S.
case will thregten Brazil’ swiddly-praised anti-AlDS program, and will prevent Brazil from addressing
its nationa hedlth crisis. Nothing could be further from the truth. For example, should Brazil choose to
compulsory license anti-retrovira AIDS drugs, it could do so under Article 71 of its patent law, which
authorizes compulsory licensing to address a nationd hedth emergency, consastent with TRIPS, and
which the United Statesis not challenging. In contrast, Article 68 -- the provision under dispute -- may
require the compulsory licensing of any patented product, from bicycles to automobile components to
golf clubs. Article 68 is unrelated to hedlth or access to drugs, but instead is discriminating againg all
imported products in favor of localy produced products. In short, Article 68 is a protectionist measure
intended to create jobs for Brazilian nationals.

Potential Dispute Settlement Cases
No new digpute settlement proceedings are being announced at thistime. However, the United States
is actively consdering the initiation of new WTO casesfor later this year or early next year againgt
certain WTO Members that gppear not to be in compliance with their TRIPS obligations.
One country especidly worth nating in this regard is Hungary, which is on the Priority Watch Lig this

year. USTR is currently congdering initiating a WTO dispute settlement case againgt Hungary for its
falure to adequately protect confidential test data submitted by pharmaceutical companies associated
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with applications for marketing approva, in apparent violation of Article 39.3 of the TRIPS Agreemen.
Specificaly, Hungary does not provide protection againgt the unfair commercia use of test or other
data submitted to its regulatory authoritiesin order to obtain marketing gpprova. Asaresult, generic
pharmaceutical companies have been permitted to rely on data generated and submitted at greet cost
and effort by innovator companies -- without their consent -- amost immediately after the origina
applications for marketing approva have been filed. U.S. industry estimates that it loses between $50
million and $100 million annudly due to the TRIPS Article 39.3 problem and other wesknessesin
Hungary’s patent protection regime.

Other countries that do not appear to meet their TRIPS obligations include the Andean Community, the
Dominican Republic, India, Isragl and the Philippines. The United States will consider dl options,
including but not limited to, possible initiation of new WTO dispute settlement cases, in working with
these countries toward full TRIPS implementation. The United States will continue to consult in the
coming monthswith al these countries in an effort to encourage them to resolve outstanding TRIPS
compliance concerns as soon as possible.

Examples of Progressduring the Past Year

While ongoing piracy and counterfeiting problems persist in many countries, progress has occurred in a
number of countries. An attachment to this release, entitled Developmentsin Intellectual Property
Protection, identifies the improvements made by arange of countries. Significant developments are
highlighted below.

. China s Vice Premier Wu Bangguo initiated a campaign againgt counterfeiting to be
implemented at the nationd, provincia and municipa levelsin October and the State Council
issued Document No. 18 earlier on June 27, 2000 which made clear that no entity (public or
private) may make unauthorized use of software.

. Italy’ s long-awaited anti-piracy legidation, which significantly increased pendties, became
effective in September 2000. We anticipate immediate resolution of the legidation’s stickering
requirement.

. Malaysid s Opticd Disc Act 2000 was enacted September 15, 2000. It gives the Government
of Maaysa greater enforcement powers and alows for gtiffer pendties (including jail time) for
the production and export of pirated optica media products.

. Argentina began to issue pharmaceutica patents for the first time on October 24, 2000.

. In abilaterad exchange of letters following consultations, the Bahamas committed to amend its
Copyright Act and regulations to narrow the scope of its compulsory licensing regimein
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accordance with itsinternationa obligations.

. Jordan signed a Free Trade Agreement with the United States, which incorporates sgnificantly
enhanced levels of intellectual property protection in areas covered by the TRIPS Agreement.

. Indonesia passed legidation on the protection of plant varieties, trade secrets, industrial design
and the lay-out of integrated circuits, which are designed to comply with TRIPS requirements.

. Peru established CONTRACOPIA, a public-private commission to address counterfeiting and
piracy, and aso crested a new office of specidized intellectua property prosecutors.

. Turkey enacted long-awaited amendmentsto its Copyright Law, with the god of bringing
Turkey into compliance with the TRIPS Agreement.

. Presdent Kim of Koreaissued public orders to the Minigtries of Information and
Communications and the Ministry of Justice designed to strengthen their copyright enforcement
efforts.

World Intellectual Property Organization (WIPO) “Internet” Treaties

The United States Government has continued to work at dl levels to encourage countries to ratify and
implement the WIPO Copyright Treaty and the WIPO Performances and Phonograms Treaty. These
tregties provide the essentid legd framework for the continued spectacular growth of e-commercein
coming years by ensuring that valuable content is fully protected from piracy on the Internet. As of
April 30, 2001, of the 159 members of WIPO, 51 have signed and 24 have ratified the Copyright
Treaty, and 50 have sgned and 22 have ratified the Performances and Phonograms Treaty. Thirty
ratifications are necessary to bring each treaty into effect. We are optimigtic that these treeties will
comeinto effect by thisfal or earlier.
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FACT SHEET

"SPECIAL 301" ON INTELLECTUAL PROPERTY RIGHTS

United States Trade Representative Robert B. Zoellick today announced the Administration's decison
with respect to this year's review under the so-called "Specid 301" provisions of the Trade Act of
1974, as amended.

This decision reflects the Adminigtration’ s continued commitment to aggressive enforcement of
intellectual property rights. Intellectua property protection standards and enforcement have improved
in part as aresult of implementation of the WTO Agreement on Trade-Related Aspects of Intellectua
Property Rights (TRIPS Agreement). In addition, actions announced today reflect progress made since
April 2000 in resolving many long-standing problems.

The decisons and progress announced by Ambassador Zodllick include the following:

. the designation on March 12, 2001 of Ukraine as a Priority Foreign Country dueto its
persgtent failure to take effective action againgt sgnificant levels of opticd mediapiracy and to
implement intellectuad property laws that provide adequate and effective protection.

. progressin anumber of trading partners over the past year, including Italy, Turkey, Spain,
Peru, M oldova, Guatemala, Ecuador, China, Hong Kong, M acau, Malaysia, and
Taiwan.

. the resolution of WTO dispute settlement procedures with Denmar k, Greece and Ireland
and progress toward resolution of the case againgt Argentina.

. monitoring China and Paraguay under Section 306 of the Trade Act of 1974, as amended.
Thismeansthat USTR will be in a postion to move directly to trade sanctions if thereis
dippage in either country’ s enforcement of bilatera intellectud property rights agreements.

. placing 16 trading partners on the Specia 301 Priority Weatch List: Argentina, Costa Rica,
Dominican Republic, European Union, Egypt, Hungary, India, Indonesia, |srad,
Korea, Lebanon, Malaysia, Philippines, Russia, Taiwan, and Uruguay. Additiondly,
there will be an “out-of-cycle’ review (OCR) scheduled for Costa Rica, and Malaysia.

C placing 32 trading partners on the Watch List. There will be an OCR scheduled for Lithuania

. scheduling OCRs of Geor gia, the Kyrgyz Republic, and, as warranted for Japan and the
Bahamas.

Other WTO dispute settlement proceedings and out-of-cycle reviews will beinitiated if necessary.
STATUTORY AUTHORITY

The "Specid 301" provisons of the Trade Act of 1974, as amended, require USTR to identify foreign
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countries that deny adequate and effective protection of intellectua property rights or fair and equitable
market access for U.S. personsthat rely on intellectua property protection. Specia 301 was amended
in the Uruguay Round Agreements Act to clarify that a country can be found to deny adequate and
effective intdlectua property protection even if it isin compliance with its obligations under the TRIPS
Agreement. It was aso amended to direct USTR to take into account a country's prior status under
"Specid 301," the history of U.S. efforts to achieve stronger intellectua property protection, and the
country’ s response to such efforts.

Once this poal of countries has been determined, the USTR is required to decide which, if any, of these
countries should be designated Priority Foreign Countries. Priority Foreign Countries are those
countries that:

@ have the most onerous and egregious acts, policies and practices which have the grestest
adverse impact (actual or potentia) on the relevant U.S. products; and,

2 are not engaged in good faith negotiations or making significant progress in negotigtions to
address these problems.

If atrading partner isidentified as a Priority Foreign Country, USTR must decide within 30 days
whether to initiate an investigation of those acts, policies and practices that were the basis for identifying
the country as a Priority Foreign Country. A Specid 301 investigation issSmilar to an investigation
initiated in response to an industry Section 301 petition, except that the maximum time for an
investigation under Specid 301 is shorter in some circumstances.

Today's Specid 301 announcement follows a lengthy information gathering and negotiation process.
The interagency Trade Policy Staff Committee that advises USTR on implementation of Specia 301
obtains information from the private sector, American embasses, the United States trading partners,
and the National Trade Estimates report.

This Adminigration is determined to ensure the adequate and effective protection of intellectud
property and fair and equitable market access for U.S. products. The measures announced today
result from close consultations with affected industry groups, other private sector representatives, and
Congressond |leaders, and demondrate the Adminigtration's commitment to utilize al available avenues
to pursue resolution of intellectua property rightsissues. In issuing the announcement, Ambassador
Zodlick is expressing the Adminigtration's resolve to take congstently strong actions under the Specid
301 provisions of the Trade Act.
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DESCRIPTION BY COUNTRY OF EXISTING SITUATION AND MEASURES TAKEN

PRIORITY FOREIGN COUNTRY

UKRAINE

On March 12, 2001, Ukraine was designated as a"Priority Foreign Country” (PFC) for persistent
failure to take effective action againg sgnificant levels of optical media piracy and to implement
intellectual property laws that provide adequate and effective protection. According to industry,
Ukraineisthe largest producer and exporter of pirated optical disksin Europe. Ukraine s exports of
pirated compact discs (CDs) are disrupting markets throughout the region and beyond. For more than
two years, the U.S. Government has been urging the Ukrainian Government to close down the pirates
CD production facilities and enact legidation to adequately protect copyrights. Despite many promises,
indluding high-level commitments made in June 2000, the Ukrainian Government has been unwilling or
unable to curtail the activities of these pirates. Asareault of the PFC designation, USTR aso initiated
an investigation of Ukraing' s practices under Section 301 of the Trade Act of 1974. As part of this
process, USTR conducted consultations with the Government of Ukraine in early April to discussthe
above concerns. Failure by the Government to address these concerns within three months of initiating
the investigation could lead to the imposition of trade sanctions. Further, this failure to protect
intellectua property rights could jeopardize Ukraine s efforts to join the WTO and undermine its efforts
to attract trade and investment. The U.S. Government will remain actively engaged with Ukraine, to
help and encourage the nation to combat piracy and to enact theintellectuad property rights legidation
required by both the 1992 bilaterd Trade Relations Agreement and the TRIPS Agreement.

SECTION 306 MONITORING

CHINA

Although lack of enforcement of intellectud property rights remains asignificant problem in Ching,
particularly for trademarked products and copyrighted works, China s officia's recognize the need for
more effective action to address this continuing problem. Nevertheless, despite intensve enforcement
campaigns and senior leve attention to the problem, trademark counterfeiting remains widespread, with
large-scae production of fake products running the gamut from pharmaceuticas to shampoo to
batteries. Unauthorized production and sale of copyrighted products remain widespread. A new and
disturbing phenomenon is the increased production of pirated optica media products by licensed plants
that had previoudy only manufactured legitimate products. In addition, piracy of U.S. books continues
unabated. The effectiveness of enforcement efforts varies from region to region, and is hobbled by lack
of trangparency and poor coordination among responsible police and government agencies. Crimind
actions are rarely filed, the legd thresholds for prosecutions are too high, and adminigrative pendties
aretoo low to deter further piracy.

Chinais now undertaking a comprehensive review and revision of itsintellectud property rightslawsin
preparation for accesson to WTO. In that connection, China has agreed to implement its obligations
under the TRIPS Agreement as of the date of its accession to the WTO. China s revised patent law
will take affect in July 2001 and amendmentsto its copyright law and trademark law are currently under
find review. Current drafts take steps to improve enforcement authority, including providing for more
effective provisond relief.
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China s courts have issued some significant decisions on enforcement of copyright, in particular rightsin
works transmitted over the internet. That said, the underlying problem of obtaining effective
enforcement remains. We will be monitoring China s actions to address these problems to ensure that
the laws as enacted are consistent with China’s WTO obligations and that China gppliesits lavsto
provide more effective protection of intellectud property rights. We will continue our active program of
bilateral consultations and work through the WTO and WIPO as well.

PARAGUAY

Both internally and at its borders, Paraguay denies adequate and effective protection for copyrights,
and trademarks and patents. Paraguay was identified as a Priority Foreign Country in January 1998.
The subsequent Section 301 investigation terminated with the signing of a comprehensve Memorandum
of Understlanding (MOU) on the protection of intellectua property. Unfortunately, the implementation
of the MOU has been inadequate, and Paraguay continues to be aregiona center for piracy and
counterfeiting and a transshipment point to the larger markets bordering Paraguay, particularly Brazil,
where the sales of pirated copyright productsin optical mediaand other formats have been of particular
concern. Notable examples of Paraguay’ s mixed record on honoring its MOU commitments include
the passage of anew copyright law that addressed most of the U.S. concerns, but nevertheless
designates copyright piracy as a private rather than a public action, thus requiring lega action by the
offended party to seek redress. A subsequent law remedied the Situation by gppointing three
specidized intdlectud property prosecutors in Paraguay with the ability to pursue copyright
infringement cases as “public” actions, but subsequently the government ordered the prosecutors to
devote their time to other cases. Also, despite issuing a decree on December 31, 1998, requiring
government use of |egitimate software, in compliance with the MOU, the government nevertheless
missed the decree’ s deadline to legdize software and dso faled to inventory ingtalled software. To
date, the U.S. Government has had no indication that the Government of Paraguay provides TRIPS-
consstent protection for industrial designs, the layout-designs of integrated circuits, or undisclosed
information (trade secrets and test data). The United Statesis concerned with these lapsesin the
implementation of the MOU and will seek consultations with Paraguay in the near future to review these
concerns. If no progress is made on these issues in the coming year, the U.S. Government may have
no choice but to reectivate the Section 301 investigation.

PRIORITY WATCH LIST

ARGENTINA

Argentina has fulfilled some, but not dl, of itslong-standing commitments to the United States on
intellectua property. Most notably, in October 2000, Argentina began issuing pharmaceutica patents.
However, other parts of its patent, as well asits copyright, and trade secrets regimes are till not up to
international standards. Its lax enforcement againgt piracy, counterfeiting and unauthorized use of
protected seed varieties remains a problem. Argentinas lack of patent protection for pharmaceutical
products has been a very contentious bilateral issue snce 1987, and resulted in the suspension in 1997
of 50% of Argentina s benefits under the Generdized System of Preferences. In 1999, the United
Saesfiled aWTO dispute settlement case chdlenging, among other things, Argentina sfallure to
provide an exclusve marketing rights system for pharmaceutical products. On May 30, 2000, the
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United States expanded its clamsin this dispute to include new concerns that have arisen as aresult of
Argentina sfalure to fully implement its remaining TRIPS obligations that came due on January 1,

2000, such as Argentind s failure to provide preliminary injunctions to prevent infringements of patent
rights and its exclusion of certain subject matter from patentability. Recent consultations with the
Government of Argentina have been congtructive and a number of claimsin the case may be resolvable.
However, there are till some outstanding issues that must be addressed before the dispute settlement
case can be fully concluded.

On the copyright front, while 21998 law crimindizing software piracy has not been effectively
implemented, Argentina has improved its copyright laws by retifying the latest act of the Berne
Convention. We remain concerned about a 1999 tax reform law that imposes customs duties on all
forms of intellectua property, as well as the possble imposition of duties on ectronic commerce,
despite Argentina s support of the 1998 WTO Minigteria declaration on keeping cyberspace duty-
free.

CostARiICA

Despite pogitive steps taken by Costa Ricain 2000, including amending its 1982 copyright law to
comply with the TRIPS Agreement, there is growing concern regarding the lack of effective
enforcement activity by the Government of Costa Rica. Thislack of effective enforcement has been
exacerbated by weaknessesin anew law on crimina procedures and pendlties for intellectual property
crimes passed last year. The law, among other things, provides lesser pendties for intellectud property
crimes than for non-IP crimes, and de-crimindizes infringement deemed of “inggnificant character” or
that is committed “without intention of profit.” Egtimates of the level of optical media piracy remain
roughly congtant from last year, but the Government of Costa Rica' s willingness and ability to address
this problem through existing legad mechanismsisin seriousdoubt. The United States urges Costa Rica
to improve coordination of enforcement activities between public prosecutors and investigators, appoint
gpecial prosecutors to take on intellectua property cases; creete a coordinated nationwide plan for
defending and enforcing IP rights; and improve enforcement-related training at dl levels of government.
The United States will conduct an OCR in the fdl to assess Codta Rica s legidative and enforcement
efforts.

DomiINICAN REPUBLIC

Serious deficiencies in the patent law enacted in May 2000 have not been corrected, athough the
Dominican Republic recently established a commisson to review the law’ s implementing regulations, as
well as a separate commission to coordinate the “nationd policy of struggle againg the violation of
intellectud property rights” The Government’s commitment to correct deficiencies that can only be
addressed through legidative changes, however, remains less certain. Among the problems with the
law are: overly-broad exclusons of subject matter from patentability, protectionist local working
requirements, and an inadequate patent term. 1n September 2000, the U.S. Government urged the
newly-inaugurated Mgjia Adminisiration to take steps to correct the patent law, and received the
President’ s assurances that the Dominican Republic would abide by itsinternationa obligations. We
urge the Dominican Republic to build on the momentum that it has created through the gppointment of
the two new commissions, and work expeditioudy to correct the remaining patent law deficiencies by
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the end of the year. There have been subgtantia improvements in the copyright area, especidly with the
passage of a TRIPS-conforming law and the impressive enforcement efforts on the part of the Nationa
Copyright Office (ONDA). Nonetheless, there continues to be concern with respect to the
enforcement of the new copyright law, and enforcement coordination between ONDA and the police
remains poor.

EcypT

Egypt's copyright law gppears inconsstent with its obligations under the TRIPS Agreement, and
pending amendments may not sufficiently address dl of the lawv' s wesknesses. The current draft of the
pending bill does not make clear that sound recordings are protectable works, nor doesit provide
express retroactive protection for such works till under copyright in the country of origin. The bill dso
does not provide for civil ex parte search orders. Moreover, we were concerned by Egypt’s approval
of fraudulent licenses to didtributers of pirated copyright works, which facilitated pirate operations while
hampering legitimate producers. We are heartened that the Egyptian Government has recently begun
taking stepsto prevent approva of such licenses and has, in fact, terminated some licenses that were
approved in error; we hope this trend continues. Egypt’s patent law aso does not appear to comply
with TRIPS. It provides for only a 15-year patent term, excludes from patentability substances
produced by chemica processesintended for usein food or medicine, and has overly-broad
compulsory licensing provisons. Egypt has tabled a new draft patent law, but this new law aso
appearsinadequate. For example, it requires that patent applications for medicines be adjudicated by
the Ministry of Hedlth rather than the Patent Office, thus treating medica patent applications differently
than gpplications from other fields of technology, in seeming contravention of TRIPS. The United
Statesis very concerned by recent reports that the Egyptian Government has granted marketing
approval for generic copies of patent-protected drugs based on the confidential test data submitted by
the innovator firms. This gppearsto violate both the TRIPS Agreement and Egypt's own Prime
Minigterial Decree 2211, which is meant to protect such test data. On enforcement, the Egyptian
Government took strong steps during 2000 againgt software piracy, including police raids and
convictions. Nonetheless, piracy of audio and video CDs and other products remains widespread and
virtudly al entertainment software on the market are pirated. We will continue to aid the Egyptian
Government in complying with its TRIPS obligations through our SIPRE (Strengthening Intellectua

Property Rightsin Egypt) program.

EurROPEAN UNION

At the conclusion of the 1999 Specia 301 review, the United States initiated a WTO dispute settlement
case againg the EU, based on the gpparent TRIPS deficienciesin EU Regulation 2081/92, which
governs the protection of geographica indications (Gls) for agriculturd products and foodstuffsin the
EU. In addition, the Regulation permits dilution and cancellation of trademarks, even when aGl is
created later intime. The United States requested consultations regarding this matter on June 1, 1999,
and numerous consultations have been held since then. At the most recent consultations, held in
February 2001, the EU indicated that it would consider amending certain articles of Regulation
2081/92 by May 2001. The United States looks forward to reviewing the adequacy of these
amendments with respect to the EU’s TRIPS obligations, and will consider the next steps of this dispute
accordingly.
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HUNGARY

Hungary does not adequately protect confidentid test data submitted by pharmaceutical companies
seeking marketing approval, which raises concerns about its compliance with itsinternational
obligations. Specificaly, Hungary does not have an express requirement that governmentd authorities
must protect undisclosed test data submitted as a condition for obtaining marketing gpprova from unfair
commercid use. Infact, riva pharmaceutica firms have sometimes been dlowed to rely on data
generated and filed by the origina applicant without its consent shortly after the origind filing. Despite
extengve negotiations, Hungary till has not fixed this mgor shortcoming, which has left U.S.
pharmaceutical products vulnerable to exploitation by aggressive Hungarian generic pharmaceutical
producers. Hungary recently introduced a decree that would protect test data starting on January 1,
2003. However, such a decree would till not provide protection for the test data submitted prior to
that date. We look to Hungary to address this deficiency immediately. On the enforcement front,
Hungary has made only modest progress in reducing the substantid levels of piracy. Infact,
prosecutors and judicid authorities have thus far not demonstrated much vigor in protecting intellectua

property rights.

INDIA

Indid s patent system and protection of exclusive test dataare far from compliant with its obligations
under the TRIPS Agreement. The term of protection for pharmaceutical process patents is only seven
years. Indiafailsto provide patent protection for pharmaceutical and agricultural chemical products
and the compulsory licensing system seems overly broad. Also, pending legidation meant to rectify
India s TRIPS deficiencies may fdl short of that god. To make matters worse, the inadequate patent
protection currently available is difficult for innovators to obtain: Indid s patent office suffersfrom a
backlog of 30,000 patent applications and a severe shortage of patent examiners. Moreover, India's
overly-generous opposition procedures often allow competitors to delay patent issuance until the patent
has expired, resulting in ade facto remova of patent protection. India s copyright legidationis
generdly strong, but poor enforcement alows rampant piracy. Indeed, piracy of motion pictures,
music, software, books and video games is widespread; videos and VCDs are often available on the
dreet before titles even open in cinemas. We will continue to consult with the Indian Government to
resolve outstanding TRIPS compliance concerns, but if these consultations do not prove constructive,
we will consider al other options available, including WTO dispute settlement, to resolve these
concerns.

INDONESIA

Indonesia has yet to pass TRIPS-consistent copyright, trademark, and patent lawvs. We look forward
to prompt legidative action to bring Indonesainto full compliance with its TRIPS obligations. Piracy
levelsin Indonesia s enormous market for copyright and trademark goods are among the highest in the
world. Industry estimates the levels of music and business software piracy a 87%, motion picture
piracy a 90%, and game software piracy at 99%. Optical media production capacity expanded
adarmingly during the past year, from fewer than adozen illicit production lines ayear ago to at least 70
today. This capacity isfar in excess of Indonesia s domestic demand. It is becoming increasingly
goparent that, as other countries in the region intensify their fight againgt copyright infringement, audio
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and video pirates are finding refuge in Indonesa. Trademark infringement is a growing problem, with
famous U.S. trademarks gppearing on products ranging from televisons to blue jeans, which is
detrimental to U.S. mark owners. The Indonesan judicid system remains an ineffective mechaniam for
enforcing intellectua property rights. The United States presented the Indonesian Government in
January 2001 with an action plan for intellectua property protection on which we expect to work with
Government of Indonesiain the coming months.

| SRAEL

While the United States is gratified by reportsthat illicit commercia-scae production of optica mediain
Israel may have fdlen substantially, Isragl’ s domestic market for copyright goods remains dominated by
pirated music, video and software CDs. Further, Isradl is part of an enormous transshipment network
for pirated versons of Russian-language software, aswell as audio and video CDs and cassettes.
While enforcement of copyright has improved in the public sector, enforcement againg piracy in the
private sector needs to be strengthened further. Isragl has demonsirated thet it is serious about
addressing piracy and has trandated this commitment into action by increasing its specia police
intellectud property rights enforcement units, but these units remain too smal and underfunded to be
effective. Even when they do act, convictions are rare and do not result in deterrent pendties. Patent
protection in Isradl isinadequate. In May 2000, the Minister of Health approved regulations permitting
the pardle import of pharmaceuticas protected by patents. Further, Isradl dlows generic
pharmaceutical manufacturers to obtain marketing approva based on confidential test data submitted
by innovator pharmaceutica firms. Isragl’ sfailure to protect this data, generated at great expense by
the innovators, gppearsto be aviolation of its obligations under Article 39.3 of TRIPS. We have
continuing consultations with the Isragli Government on intellectud property issues, and we hope these
will soon bear fruit. If thereis no progressin the data protection area, the United States will need to
consder other options for encouraging Israel to remedy this Situation.

KOREA

In February, Korean President Kim announced a stepped-up copyright enforcement program, with
gpecia enforcement periods set for March-April and September-October, including investigations of
government agencies, universities, and corporations for unauthorized use of copyrighted software. The
Korean Government aso announced that it will establish a standing organization to enforce intellectua
property rights, particularly copyright piracy, on an on-going bass. The United States welcomes these
positive developments. Unfortunatdly, it is too soon to judge their effectiveness. The first specid
enforcement period is till underway and questions remain about whether the enforcement program is
transparent and non-discriminatory, as well as whether the stepped-up enforcement effort will be
sugtained. We aso look to the Government of Koreato effectively address the widespread piracy of
U.S. trade and educational books.

In January 2001, the Korean Government enacted amendments to strengthen its patent and trademark
laws. While thisis encouraging, there remain anumber of wesknesses in Korea' s intellectud property
legidation, particularly in the copyright area. For example, Korea dtill gpparently failsto provide full
protection to works created after 1950, as required by the TRIPS Agreement. In December 2000, the
Korean Nationa Assembly passed welcome amendments to the Computer Programs Protection Act
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(CPPA), but thesefail to provide explicit protection for temporary copies, as required by the TRIPS
Agreement. We look to the Korean Government to make the necessary improvements to its copyright
regimein the coming year. 1t dso remains unclear whether Korean law protects againg the unfair
commercia use of confidential test data as mandated by TRIPS.

The United States will continue its detailed dialogue with the Korean Government on intellectua
property issues and will periodicaly review Korea s progress on both legidative and enforcement
issues. The U.S. Government hopes that continued progressin these areas will result in a substantia
reduction in software piracy and other tangible improvements, which would lead to afavorable review
of Korea s Specid 301 status later this year.

LEBANON

Cable piracy isaparticular problem in Lebanon. There are over 1,000 cable operators in the country,
many of whom retransmit domestic and foreign programming without authorization from right-holders.
Piracy of video and audio cassettes is common, and virtudly the entire market for video gamesis
illegitimate. Software and book piracy is equaly widespread. Unauthorized software is used not only
by smal companies, but aso by mgor banks, trading companies and much of the government.

L ebanese censorship authorities have seized some inbound pirated videotapes at the border and police
areraiding video shops. Other dements in the Lebanese Government, however, are not as diligent
about intellectuad property protection. Police enforcement efforts are thwarted by a clogged judicia
system apparently incapable of handling intellectud property cases. Further, thereisvery little
enforcement againgt software piracy, even though the industry makes the effort to inform the
government about particular companies that use unauthorized software. Protection of patentsin
Lebanon isstronger. The Lebanese Government passed anew industrid property law that is more
thorough than the law it replaced and, with some amendments, will be able to bring Lebanon into
compliance with its patent obligationsin TRIPS. We will continue to press Lebanon to addressits
severe copyright protection problems.

MALAYSIA

During the past year, Maaysia passed a number of new laws meant to strengthen the protection of
intellectud property and bring the country into compliance with its obligations under the TRIPS
Agreement. These include amendments to the copyright, patent, and trademarks laws as well as new
laws on protection of integrated circuits and geographicd indications. A particularly positive
development over the past year was the enactment of the Optica Disc Act, which when fully
implemented should prove to be an effective toal to fight copyright piracy. However, so far Maaysa
has only begun to take the steps necessary to enforce these new laws, particularly the optical media
licensng law. While the Maaysan Government has launched thousands of raids and plant inspections
over the past two years, virtualy no crimina prosecutions for piracy have yet been completed.
Nonetheless, we remain encouraged by the enactment of these new laws and the important first steps
that have been taken since March 15, 2001, to implement the Optica Disc Act. The United States will
conduct an out-of-cycle review in the fal to assess Mdaysia s enforcement efforts, particularly its full
implementation of the Optica Disc Act by September 15, 2001.
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THE PHILIPPINES

The Philippines’ copyright enforcement iswesk and we are concerned that the Philippines has the
potentia of becoming a center of pirate optica media productionin Asa. The number of production
lines for compact discs and other optical media has doubled during the past year. Like Indonesia, the
Philippinesis apparently becoming a destination for pirate producers forced out of Asian countries that
have more vigorous enforcement regimes. Legidation to control pirated optica media production is
urgently needed. Cable piracy isaso widespread. A large number of cable systems retransmit new
and recent films without authorization from right- holders. Despite the Government’ s recent imination
of its reprint licensing scheme, we are concerned that piracy of U.S. textbooks remains rampant in the
Philippines. Resources for enforcement are inadequate, customs efforts at the border are sporadic and
the judicid processis so dow that it isvirtualy ineffective. While the Philippines has designated dozens
of Specid Intellectud Property Rights Courts, such designation has not improved the handling of 1P
cases. Moreover, arecent court decision suggests that the Philippines does not provide for civil ex-
parte search remedies, in gpparent violation of the TRIPS Agreement. We are, however, heartened by
comments suggesting that the new government of President Macapaga -Arroyo will take the
Philippines’ IP problems more serioudy. We look forward to a productive dialogue and concrete
progress on intellectua property issues with the new Philippines Government.

RussiA

Certain provisonsin Russia s copyright law, trademark law, other intellectua property lawsand in its
enforcement regime are not consistent with the intellectua property provisons of the 1991 U.S--
Russan Federation bilaterd trade agreement, nor do we believe that are they in compliance with the
TRIPS Agreement. Among the deficienciesare: the lack of full retroactive protection for works and
sound recordings, the lack of civil ex parte search procedures and other enforcement-related
deficiencies. We are aso concerned about the lack of legidation to control pirated optica media
production, which is urgently needed. Lack of enforcement against unauthorized production and export
of CDs and CD-ROMSs, and concerns about the inadequate protection of well-known trademarks,
remain growing problems that cause U.S. industry substantia losses annudly. Trademark counterfeiting
is aso widespread; the local market is full of counterfeit clothing, footwear, household chemicas and
pharmaceuticals. Given Russa s ongoing WTO accession negotiations, we urge that Russato bring its
lawsin line with internationa standards before joining the WTO.

TAIWAN

The U.S. copyright industries contend that Taiwan is one of the largest producers of pirated optical
media products in theworld. Dozens of optica media plants operate in Taiwan, with atota production
capacity that far exceeds Taiwan's domestic demand. Despite this problem, Taiwan has declined to
enact the kind of strong optical medialicenang legidation that has been effective in countering piracy
elsawherein theregion. It hasdso faled to shut down known pirate operations.

Some aspects of Taiwan's copyright and patent laws appear out of compliance with the TRIPS
Agreement, which Taiwan has agreed to implement fully as of the date of its accesson to the WTO.
Although Taiwan's current patent law provides a 20-year term of protection from the date of
gpplication, this TRIPS-congstent term is only provided to patents that were gpplied for after January
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23, 1994. Patents with gpplications prior to this date receive only a 15-year term of protection from
the date of publication of the application, with a maximum of 18 years from the date of actud
goplication. The copyright law aso needs strengthening in a number of areasincluding protection for
temporary copies. Trademark owners dso experience sgnificant levels of counterfaiting in Tawan,
particularly of auto spare parts.

Enforcement of intellectua property rights improved somewhat over the past year, with increased raids
againgt and prosecutions of IPR infringers, as well as efforts to ensure the use of only licensed software
in government offices. However, without adequate legidation and sustained enforcement efforts,
Tawan remains a haven for piraes. U.S. trade officids have visted Taiwan twice in recent monthsto
discuss with Taiwan authorities about how Taiwan can strengthen its IPR protection, and we
understand that legidation that is intended to address our concerns regarding patent term was
introduced in April. Specificaly, we look to Taiwan to enact an effective optica medialicensng law
and complete the process of amending its copyright law in the coming months, and to enact a TRIPS-
consigtent patent law that would be effective upon accession to the WTO.

URUGUAY

We have been pressing Uruguay to reform its outdated patent and copyright legidation since 1997, and
despite repeated engagement and consultations on the necessary amendments, serious deficiencies
remaninitsintelectud property rightsregime. Uruguay’s draft copyright legidation has become
entangled in legidative wrangling and currently contains numerous shortcomings even in its draft form,
most notably the separation from the comprehengve copyright bill of software protection into a stand-
donehill. Enforcement of both crimina and civil copyright casesis wesk and sporadic. While new
patent legidation was recently passed, it also contains mgor flaws, including the lack of provisonsfor
exclusve marketing rights for pharmaceutica products, gpparent non-TRIPS compliant exclusve
licensing provisons, overly-broad compulsory license provisons, and the omission of data protection
requirements. The United States urges Uruguay to fix these and other flawsin itsintellectua property
legidation as soon as possible.

WATCH LIST

ARMENIA

Armenia has severd remaining stepsto take in order to fulfill itsintellectud property commitments under
the 1992 U.S.-Armenia Trade Agreement and to become TRIPS consistent in preparation for
ontothe WTO. Armeniaisnot yet aparty to the Geneva Phonograms Convention as required
by the bilaterd trade agreement; nor does it provide any protection for U.S. and other foreign sound
recordings, or clear protection for pre-existing works or sound recordings under its copyright law. In
addition, enforcement of intdllectud property lawsin Armeniaiswesk, and while new crimind pendties
for intellectua property rights violations have been adopted, there have been no known convictions
under the new law. Moreover, it is unclear whether the government has ex officio authority to
commence crimina prosecution againg copyright infringement.

AZERBAIJAN
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Azerbaijan has yet to fulfill itsintellectud property commitments under the 1995 U.S.-Azerbaijan Trade
Agreement. Azerbajan isnot yet a party to the Geneva Phonograms Convention, as required by the
bilaterd trade agreement, does not clearly provide protection for pre-existing works or sound
recording, and does not clearly provide nationd trestment for sound recordings under its copyright law.
In addition, there is weak enforcement of intellectua property rightsin Azerbajan. New crimina
pendtiesfor intellectua property rights violations have been adopted. However, the intellectud
property rights provisons under the Crimina Code are weak and are limited to copyright and patent
violaions, completdy excluding neighboring rights violations. In addition, the Customs Code does not
provide the proper authority to seize infringing products at the border as required by the TRIPS
Agreement.

BELARUS

Bdarus has saverd remaining sepsto take to fulfill itsintellectud property commitments under the
1993 U.S.-Bdarus Trade Agreement. Like Armeniaand Azerbaijan, Belarusis not yet a party to the
Geneva Phonograms Convention, and thus does not provide protection for U.S. and other foreign
sound recordings. It also does not clearly provide protection for pre-existing works or sound
recordings. In addition, there is weak enforcement of intellectua property rightsin Bearus and piracy
levels remain extremdy high. Belarus has amended its Criminal Codein order to provide higher
pendties for intellectud property rights violations, but the Crimina Code gtill does not contain the
proper authority for relevant government agenciesto initiate criminal cases concerning copyright
infringement on their own initiative.

BoLivia

Balivia has made margind progress over the past year in its protection of intellectud property rights.
However, Balivia gppears to remain non-compliant both in terms of itslegd requirements and
enforcement capabiilities. Although Balivia has made some progress with indtitutiond reformsin the
Nationa Intellectud Property Service (SENAPI), enforcement of intellectua property rights remains
week and, as areault, the levels of copyright piracy continue to be among the highest in Latin America
The Government of Bolivia submitted a comprehensive intellectua property rights reform law to
Congressin February 2001, but a preliminary overview of the proposed legidation has revealed some
flaws that suggests that it might not be TRIPS compliant. Enforcement of existing lawsto protect
patented pharmaceutical productsin Boliviais aso inadequate. Although the Andean Community
Decision 486 has brought the country closer to TRIPS compliance, the Decision fails to protect data
confidentidity adequately and to provide for second-use patents. Findly, the use of pirated softwareis
dtill widespread among Bolivian Government inditutions.

BRAZIL

While we were pleased to note that during 2000, the Government of Brazil processed a good number
of patent gpplications, including some pipeine applications, more needs to be done to reduce the
growing backlog of patent. After the failure of extensive efforts to work with Brazil to resolve U.S.
concerns regarding Brazil’ s “loca manufacturing requirement” for patents, the United Statesinitiated
WTO dispute settlement proceedings to resolve the dispute. A pand was then established on February
1, 2001. In addition, we are concerned about the codification of aprevioudy provisond ruling
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requiring that Brazil’ s hedth authority gpprove dl patent gpplications for pharmaceutica products prior
to the granting of the patent. Such arequirement has apparently prevented Brazil from granting pipeline
patents as of October 2000, and appears to undermine the implementation of the TRIPS Agreement in
Brazil by sngling out pharmaceutical patents for discriminetory trestment.

The serious copyright piracy problem shows little Sign of abatement and no significant enforcement
actions were taken in the past year to combat this alarming situation. We are, however, pleased to see
the establishment of an Inter-Ministerial Committee To Fight Piracy pursuant to the Presidentia Decree
of March 2001. We look to the Government of Brazil to develop and implement an effective action
plan to dlow this Committee to take concrete, Sgnificant action to reduce and deter piracy in Brazil.

CANADA

The WTO determined that Canada s patent law fails to comply with TRIPS asiit does not provide a
20-year term of protection for patents that were applied for prior to October 1, 1989. New legidation
to rectify thisincompetibility has been introduced in the Canadian Senate, and the United States hopes
for itsearly passage. We are concerned, however, that Canada fails to protect from unfair commercia
use confidentid test data submitted to hedth authorities for marketing approva. While the Canadian
Food and Drug Regulations appear on their face to provide for such data protection, Canadian courts
have interpreted these provisons so narrowly as to render them meaningless, thus permitting second-
comersto unfairly rely on test data generated and submitted by innovator companies to obtain
marketing gpprova for themsdves dmost immediately after the innovator companies own marketing
approva gpplications are filed.

CHILE

Chile sintdlectud property laws are not fully consstent with itsinternationa obligations. Aswe
mentioned in last year’ s report, the Government of Chile introduced legidation in 1999 intended to
make Chile sintdlectud property regime TRIPS-compliant. Thislegidation has gill not been enacted
and reportedly is not TRIPS-consgtent, even in its draft form. Among other issues, we are concerned
that the draft law may not provide adequate protection for confidentia test data. Inadequate
enforcement againgt piracy and counterfeiting also remains a serious problem, as does the large backlog
of pending patent gpplications. We are now engaged in negotiations on the U.S.-Chile Free Trade
Agreement. We expect the Government of Chileto bring itslegd regime into compliance with TRIPS
before we conclude these negotiations.

CoLOoMBIA

Colombia has made limited progress over the past year to improve itsintellectua property regime.
Colombia lacks effective enforcement of its existing copyright laws and, as aresult, piracy levelsfor
most copyright sectors remain high. Cable piracy in particular continues to be rampant despite
increased licensing and ingpection efforts, and this Situation exemplifies the case for most other sectors.
In short, current enforcement efforts and pendties have not proven to be a sgnificant deterrent.
Government use of unauthorized software gppears to be on the decline, however, thanks to the efforts
of the Colombian Government. With regard to patents, Andean Community Decision 486 has brought
the country closer to TRIPS compliance, dthough the Decision fails to adequately protect test data
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submitted for marketing approval purposes or to provide for second-use patents. Deficienciesin
Colombian Government data protection for pharmaceutical products have dso led to high pirecy levels
inthisarea

GREECE

On March 22, 2001, the U.S. and Greece formally resolved their WTO dispute, first announced in the
1998 Specid 301 Report, over televison piracy. Sincethe initiation of this case, Greece has passed
new legidation providing for the immediate closure of tdlevison gations thet infringe upon intellectua
property rights, and estimated levels of television piracy in Greece have fdlen sgnificantly as aresult.
Piracy rates for audio-visua works, video games and business software, however, remain high.
Counterfeiting of trademarked apparel is aso an ongoing problem.

GUATEMALA

In mid-2000 the Guatemalan Congress passed new patent and trademark legidation aswell as
amendmentsto its 1998 Copyright Law. The new legidation appears to meet most TRIPS
requirements. The legidation reingtated the government’ s legd authority to prosecute anti-piracy cases
even in the absence of privately-filed complaints. On aless positive note, the amendments decreased
crimina pendtiesin cases of infringement of intellectud property, and the provision providing for
gtatutory damages was removed. The United States will be looking to the Government of Guatemaato
ensure a vigorous and effective enforcement of the country’ simproved legd framework. The United
States will be particularly interested in seeing the prompt appointment of a specid prosecutor for
intellectual property matters, as provided for under the new law.

ITALY

After five years of engagement with the U.S. government, the Government of Italy in July 2000 passed
the long-awaited Anti-Firacy Bill (APB), which sgnificantly increases minimum crimina penalties for
intellectua property rights violations, including increased minimum fines and duration of incarceration.
Passage of the bill is alaudable development toward improving Itay’ sintellectud property environment,
epecidly given that 1ty had some of the lowest crimina pendties and one of the highest rates of
pirecy in Europe. We remain concerned however, about full implementation of this law and about the
APB’s“dickering” requirement; the bill does not clearly set out whether the software industry would be
exempt from a provison requiring that copyright owners pay for and gpply government-gpproved
gtickers on genuine copyrighted works, based on previous representations by the Italian Government.
Indeed, without this exemption, Italy could bein violation of the Berne Convention and its TRIPS
obligations for conditioning protection of foreign software on compliance with a mere formdity.
Moreover, despite the passage of thislandmark legidation, piracy of U.S. intdlectua property in Italy
continues to be relatively widespread practice, particularly with regard to pirating video products,
sound recordings, computer software, books, and video games. Counterfeiting of trademarked apparel
isaso aproblem: Itdy isasgnificant supplier of counterfeit clothing and leather goods to the European
market. Findly, expeditious enforcement of crimind and civil remediesin Italy againgt intellectud
property rights violators remains insufficient and cumbersome.

JAMAICA
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Jamaica sintellectua property regime does not yet meet internationd standards. It gppears that
Jamaica lacks patent, indudtrid design, geographical indication and plant variety legidation consstent
with its obligations under the TRIPS Agreement. This Stuation condtitutes the primary obgtacle to
Jamaicd s remova from the Watch List, and we urge the Jamaican Government to complete the
process of enacting TRIPS-conforming legidation. On the other hand, Jamaica has made continua
progress in the enforcement of existing intellectua property laws, including with respect to the misuse of
well-known marks and unlicenced cable tdlevison re-transmissons.

KAZAKHSTAN

Kazakhgtan has severa remaining steps to take to fulfill itsintellectud property commitments under the
1992 U.S.-Kazakhstan Trade Agreement. In particular, Kazakhstan does not clearly provide
retroactive protection for works or sound recordings under its copyright law. In addition, there is weak
enforcement of intellectua property rights in Kazakhstan. However, we are encouraged that the
Government of Kazakhstan has recently taken messures to educate law enforcement professonals on
enforcing intellectuad property laws, and it just raided and closed down avideo pirating operation.
New crimina pendties for intellectua property rights violations have been adopted. We question the
effectiveness of the new Crimind Code provisonsin deterring piracy, however, due to the high burden
of proof threshold. Thislack of effectivenessis evidenced by the dearth of intellectua property cases
commenced under the new crimind laws.

KuwAlTt

Although the Government of Kuwait successfully passed a copyright law in December 1999 that comes
close to complying with the provisons of the TRIPS Agreement, it has yet to introduce amendments
necessary to make the law fully consstent with its obligations under the Agreement. Kuwait has also
failed to pursue sustained and deterrent enforcement actions againgt copyright infringement, and no
cases have yet resulted in a conviction and imprisonment. Piracy levels remain high, and the use of
unauthorized computer software continues in private enterprises. We will continue to consult with the
Government of Kuwait on passage of the necessary amendments to the 1999 Copyright Law and
ensure its compliance with the TRIPS Agreement. We look to Kuwait to provide effective
enforcement of itsintellectud property lega regime and to ensure that the judicid system reinforces
these actions with serious and congstent sentencing, including deterrent fines and pendties. We call
upon Kuwait to aso develop a strategy to ensure the use of only authorized computer software in
private enterprises.

LATVIA

Large volumes of pirated products are transshipped through Latvia from Russa and Ukraine and many
pirated materias also end up in the domestic market. Unfortunately, Latvia has poor on-the-ground
enforcement to combat this piracy, but efforts are underway, with the assistance of the United States
Customs Service, to enhance their border control enforcement. Legidation is needed to improve the
ability of law enforcement and judicid authorities to combat this piracy, such as providing for adequate
avil ex parte search remedies. These serious enforcement and crimina law deficiencies mar the
progress Latvia has made in improving its intellectud property rights laws and regulations. We urge
Latviato increase its efforts to combat piracy.
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LITHUANIA

Lithuaniaiis awash with pirated copyrighted materias, including large volumes of opticd media
products. It has become amagjor transshipment country in between pirate producers in Russia and
Ukraine and consumersin the West. Lithuania s domestic markets are themselves aso flooded with
pirated products. Lithuaniacould potentialy become amagjor producer of pirated optica media
productsif it does not introduce and enforce adtrict licensing regime. Also of concern is the fact that
Lithuania does not appeer likdly to ratify the 1994 bilateral Trade Relations and Intellectua Property
Rights Agreement, nor provide the trangitiona “ pipeling’ protection agreed to in that agreement.
Further, Lithuania does not appear to provide protection for confidentia test data submitted by
pharmaceutica firms, which isrequired by the TRIPS Agreement. We encourage Lithuaniato bring its
intellectud property rights regime into conformity with the TRIPS Agreement and to greetly step up its
anti-pirecy efforts. The United States will conduct an OCR in thefdl to assess Lithuania s enforcement
efforts.

M AcAu

In December 2000, USTR conducted an out-of-cycle review of Macau and decided to keep Macau
on the Watch Ligt. Since that time, Macau has made some progress in enhancing its intellectua
property regime, but Macau' s falure to convict and sentence manufacturers of infringing intellectua
property products remains a serious concern. Macau has demonstrated its willingness to improve
intellectua property protections by signing a contract for the implementation of Source Identification
(SID) codes to be embossed on dl optical disks produced in Macau. Also, anew licensing
requirement for the raw materids used in opticad media production led to the reduction of manufacturing
linesfrom 38 in mid-1999 to 10 in early 2001. Despite these improvements, a mgjor manufacturer of
pirated CDs, who was eventualy convicted by Macau's Court of Final Appedl, received only an eight
month suspended sentence and afine of $15,000 as pendty for hiscrime. This caseis sgnificant
because it was the first intellectua property case to exhaust appeals, and yet the courts ordered the
forfeiture of production equipment without sentencing the accused to any jail time. As such, we
continue to urge Macau to improve intellectua property protection and to vigorously prosecute and
punish those responsible for piracy.

NEW ZEALAND

In 1999, the Government of New Zedand pledged to introduce legidation imposing bans on pardlé
imports of newly-released copyrighted products (e.g., music, films, software and books) for up to two
years. By the end of 2000, however, the government had not introduced thislegidation. The
continuation of New Zedand's policy regarding parald imports erodes the vaue of copyright
protection and threstens to stimulate black market trade in copyrighted goods throughout the region.
We urge the Government of New Zealand to introduce this promised legidation as soon as possible
and to follow through on separate plans to strengthen other laws on copyrights and trademark
protection.

PaKISTAN

In 2000, Pakistan attempted to address most of its mgjor TRIPS-related deficiencies through
enactment of severd new intdlectua property laws, thus expressing political will a the highest levelsto
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tackle these issues. The sharp growth in optica media piracy, however, offsets the promising
developmentsin lega infrastructure. Pakistan now hosts up to seven illegal optical media production
plants with a reported capacity of 100 million units. Pirated goods account for 90% of the domestic
marketplace, and are exported throughout the region. In addition, book piracy remains a sgnificant
issue, accounting for $45 million in lossesfor U.S. publishers. 1llegd reprinting of scientific, technical
and medical texts plague legitimate sdes. Also, the refusa of Pakistani courts to issue ex parte search
orders continues to hamper enforcement efforts, particularly in the area of business software. Delayed
court proceedings and non-deterrent fines smilarly reduce the effectiveness of a government positively
disposed toward intellectua property protection.

PERU

In the last year, the Government of Peru took severd positive steps in cooperating with U.S. industry
on intellectua property protection. For example, Peruformed a public-private entity
(CONTRACOPIA), which has shared intelligence to help Peruvian Government enforcement agencies
conduct raids, and has conducted advertisng campaigns againg piracy. The government intellectud
property agency (INDECOPI) has aso conducted two joint publicity campaigns with the Business
Software Alliance. Peru has attempted to strengthen enforcement by training speciaized prosecutors.
Despite these efforts, however, crimina enforcement remains a problem. The Government of Peru has
negotiated the text of a software legdization agreement with U.S. industry, but has not yet put it into
effect. With respect to patents, Peru (unlike other members of the Andean Community) has been
issuing second-use patents over the objection of the Andean Tribuna, and is appedling the Tribuna’s
prohibition of such patents to the Andean Supreme Court. Concerns, however, remain regarding
Andean Community Decision 486, which is not sufficiently explicit with repect to the protection of test
or other data submitted with marketing approval applications, thereby opening the way to the possble
eroson of the protection of such information.

PoLAND

Poland amended its Copyright Law in June 2000 to provide copyright protection for pre-1974 sound
recordings. This closed amgor deficiency in Poland’ sintellectud property regime and brought it
generdly into conformity with the TRIPS Agreement. Nonetheless, Poland il has a subgtantid piracy
problem. Prosecutors and judicid authorities have not vigoroudy protected intellectua property rights
and, in fact, law enforcement authorities continue to alow the open-air Warsaw Stadium to operate as
amgor center for the digtribution of pirated products. Further, the three-year period of exclusve
protection for test data now in place in Poland, coupled with weak protection of process patents,
leaves research-based pharmaceutica companies vulnerable to riva firms agppropriating vauable
products that are still under protection by process patents. Poland has not yet increased the term of
protection for a process patent from 15 yearsto 20 years, as required by the TRIPS Agreement. We
look to Poland to improve its enforcement efforts, especidly at the Warsaw Stadium, and to correct the
deficiencies in its patent and data protection laws.

RomaNiA

Piracy of sound recordings, audiovisua products (videos, broadcast televison and cable television),
and business and entertainment software continues at very high rates despite reforms to the legd
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regime. In addition, Romania has not established civil ex parte search procedures, as required by the
TRIPS Agreement. These procedures would significantly help in combating piracy of computer
software. Incongstent enforcement of intellectud property rights legidation, the low level of priority
given piracy by regiond and local authorities, and the lack of resources dedicated to combating piracy
combine to make intellectua property protection amgor chalenge for Romania. We encourage
Romaniato increaseits efforts to combat piracy and to findly provide civil ex parte search procedures
congstent with its obligations under the TRIPS Agreement.

SAuDI ARABIA

As part of its effort to accede to the WTO, Saudi Arabiais currently working with WTO Membersto
reviseitsintellectua property laws. Saudi Arabia has apparently drafted revised legidation, which is
under review in the Bureau of Experts a the Council of Ministers, but has not provided an opportunity
for WTO Membersto review the legidation to ensure compliance with the TRIPS Agreement. In
practice, Saudi Arabia has respected U.S. patents, and there have not yet been any mgjor incidences of
patent infringement. However, U.S. pharmaceutica companies report that alocal Saudi company has
recently attempted to register unauthorized copies of patented U.S. pharmaceutical products with the
Saudi Minigtry of Hedlth. Enforcement actions againgt copyright infringement are not carried out with
sufficient regularity and are not accompanied by the appropriate level of publicity and sentencesto
reduce the level of piracy, thus piracy ratesin Saudi Arabiaremain high. We look to Saudi Arabiato
pursue sustained and deterrent enforcement actions againgt copyright infringement and continue the
process of legalizing software used by government entities. We urge Saudi Arabiato dso reviseits
intellectud property laws to bring them into conformity with the TRIPS Agreement in the near term.

SLOVAKIA

Sovakia s protection of confidential pharmaceutical test data submitted to obtain marketing approvd is
serioudy undercut by a provision that shortens the term of protection in certain cases. Soovakia
currently reducesiits Six-year period of dataexclusivity to the extent the data was submitted earlier in an
European Union member state. This shortcoming greetly diminishes, or eiminates dtogether, the
protection of confidential test data. Moreover, Slovakias patent protection regime has some important
deficiencies: it fails to extend process patent terms from 15 to 20 yearsfor dl subsisting patents, as
required by the TRIPS Agreement; it lacks clarity about the availability of preliminary injunctionsin
infringements actions; and it has no explicit provison for rdief againgt contributory infringement in patent
cases. In the copyright area, Slovakia il lacks civil ex parte search procedures and there is doubt as
to whether the amended Copyright Act provides protection for pre-existing works and sound
recordings. Findly, border enforcement measures are needed to alow customs and border officiasto
seize pirated and counterfeit goods. We urge Slovakia to provide adequate protection for confidential
test data, introduce clear civil ex parte search procedures, and to increase the term for process patents
to 20 years.

TAJIKISTAN

Tgikistan has yet to fulfill dl of itsintellectuad property commitments under the 1993 U.S-Tgjikistan
Trade Agreement. Specificdly, Tgikistan is not yet aparty to the Geneva Phonograms Convention; it
does not provide any protection or rightsto U.S. and other foreign sound recordings; nor doesit clearly
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provide protection for pre-existing works or sound recordings under its copyright law. In addition,
there iswesk enforcement of intellectua property rights, and crimina pendlties for intellectua property
rights violations have not yet been adopted as required by the bilatera trade agreement.

THAILAND

Despite the passage of ggnificant intellectud property rights legidation, substantia improvementsin the
court systemn, and a good working relationship between foreign business entities and Tha enforcement
authorities, copyright piracy rates continue to be high. Thailand’s remaining two pieces of TRIPS-
related legidation —a Trade Secrets Act and a Geographic Indications Act — were introduced into the
legidature in 2000 but have yet to be passed. Thailand has dso indicated it plans to address significant
concerns regarding data protection.  We remain concerned over the increasing in the illicit use of
business software and rate of opticd media piracy. In particular, we look to the new Thai Government
to move draft optical media legidation forward that will enhance the authority and capabilities of the
police to act againgt the unauthorized producers of optical media products.

TURKEY

In February 2001, the Turkish Parliament passed amendments to the Copyright Law designed to bring
Turkey into compliance with its TRIPS obligations. The amendments enhance the protections under
Turkey's copyright regime and add deterrent pendties and jail terms to improve the effectiveness of
enforcement efforts. This represents a Sgnificant step forward in improving Turkey’sintellectud
property regime. However, more work must be done to take effective action againg piracy — including
growing optica media piracy —and counterfeiting. In fact, counterfeiting of trademarked apparel dso
remains aproblem. With itslegd system upgraded and deterrent pendties available, Turkey should
focus its efforts on sustained and thorough enforcement of intellectud property laws. We aso remain
concerned about false licensing of banderoles under the copyright law.

TURKMENISTAN

Turkmenistan has severa remaining steps to take to fulfill itsintelectud property rights commitments
under the 1993 U.S.-Turkmenistan Trade Agreement. Turkmenistan is ill not a party to the Berne
Convention or the Geneva Phonograms Convention. Thus, Turkmenistan is not providing any
protection for U.S. and other foreign sound recordings, nor does it provide protection for pre-existing
works or sound recordings under its copyright law. Criminad pendtiesfor intellectua property rights
violations have not yet been adopted as required by the 1993 Agreement, and the Customs Code does
not provide the proper authority for government officids to seize infringing materid at the border, asis
necessary to conduct effective border enforcement.

UNITED ARAB EMIRATES

The United Arab Emirates (UAE) was removed from the Watch List last year in recognition of its
commitment to not provide marketing approva to unauthorized copies of patented pharmaceutical
products. However, the UAE subsequently granted marketing approva for anumber of unauthorized
copies of patented pharmaceuticals. Asaresult, the U.S. Government conducted a Special 301 out-
of-cycle review in December 2000 to examine the adequacy and effectiveness of intellectud property
protection in the UAE. In light of assurances from the Government of the UAE that it would reverse
any marketing approvas for unauthorized copies of patented productsand prevent any further such
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regigrations, the UAE was not listed in the out-of-cycle review. However, to date the UAE had not
reversed any of the relevant marketing approvas. Thus, the UAE is now being placed on the Watch
Lig. Wewill continue to monitor the UAE s fulfillment of its commitments and look to the UAE to
resolve concerns regarding marketing approvas for unauthorized copies of patented U.S.
pharmaceutical products. The United States would look favorably on arapid and satisfactory
resolution to this problem.

UZBEKISTAN

Uzbekigtan has severd remaining steps to take to fulfill its intellectud property commitments under the
1994 U.S.-Uzbekistan Trade Agreement. Specificaly, Uzbekistan is not yet a party to the Berne
Convention or the Geneva Phonograms Convention. Thus, Uzbekistan does not provide any
protection or rightsto U.S. and other foreign sound recordings, nor does it clearly provide protection
for pre-existing works or sound recordings under its copyright law. In addition, there is weak
enforcement of intellectud property rightsin Uzbekistan.

VENEZUELA

Venezuela continues to present a mixed record of success with respect to its protection of intellectua
property rights, although in some respectsit is gradualy moving in the right direction. The Venezudan
trademark office (SAP!) and the anti-piracy command of the judicid police (COMANPI) continue to
make positive efforts, but operate under severe personnel and resource congtraints, which have
sgnificantly hampered their effectiveness. Delaysin the judicid system have aso presented a significant
hurdle in efforts against copyright piracy. Venezuda s enforcement of copyright lawsis severdy
lacking, and as areault there is little deterrence. Only afew government agencies have legdized their
software and no negotiations are underway to legdize the rest. Although overdl pirecy levels have
declined dightly, thereis till much room for improvement. With regard to patents, Andean Community
Decision 486 has brought the country closer to TRIPS compliance, athough the Decision gpparently
fail to protect confidential test data adequately and omits protection for second-use patents.

VIETNAM

Riracy rates for dl forms of intellectua property, in particular copyright, remain very high in Vietnam.
Vietnam has pledged to improve this Situation, most importantly by agreeing to provide comprehensve
intellectual property protection congstent with internationa standardsin the U.S.-Vietnam bilateral
trade agreement, concluded in July 2000. The agreement needs to be approved by the legidatures of
both countriesin order for it to enter into force. Vietnam's efforts to modernize its legal regime for all
forms of intellectua property represent an important step forward. Effective implementation and
enforcement of new laws and regulations will be critica for reducing the pervasive piracy that now
exigs.

Developmentsin Intellectual Property Rights
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2000

May

June

July

August

Croatia passed legidation to ratify the WIPO Copyright Treaty and the WIPO Performances
and Phonograms Tregty.

Estonia became a party to the Geneva Phonograms Convention, effective May 28",

Russa's“Rulesfor Recognizing a Trademark as a Well-Known Trademark in the Russian
Federation” was registered with its Ministry of Jugtice.

Nicaragua became a party to the Geneva Phonograms Convention.

China s State Council issued Document No. 18 on June 27, which makes clear that no entity
(public or private) may make unauthorized use of software.

On June 14, Georgia became a Member of the WTO and obligated itself on that date to fully
comply with the TRIPS Agreement.

Poland amended its Copyright Law to provide copyright protection for pre-1974 sound
recordings.

On June 16, Hong Kong published proposed amendments to its Trademarks Ordinance. The
new law should provide enhanced protection for well-known trademarks.

Nicaragua joins the Berne Convention for the Protection of Literary and Artistic Works.

The United States and Vietnam signed alandmark bilatera trade agreement, which included
provisons on comprehensive intellectua property protection.

Koreaimplemented a revised copyright law.
Bdarus s new crimind code went into effect on July 1, 2000.
Moldova became a member of the Geneva Phonograms Convention.

Qatar joined the Berne Convention for the Protection of Literary and Artistic Works on July 5.
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On August 17, the Audrdian parliament took find action on the Copyright Amendment (Digitd
Agenda) Bill 1999, designed to implement Augtrdias obligations under the WIPO Copyright
Treaty and the WIPO Performances and Phonograms Tregty.

Venezudaintroduced hills to ratify the WIPO Copyright Treety and the WIPO Performances
and Phonograms Treaty on August 21.

Bhutan and Greece became parties to the Madrid Protocol, effective August 4 and 10,
respectively.

September

Guatemda passed new patent, copyright and trademark legidation designed to meet TRIPS
requirements.

Italy’ s anti-piracy legidation with TRIPS-consistent pendties became effective.

Albania acceded to the WTO, and as part of this process, Albaniarevised itsintellectua
property laws to comply with the provisons of the TRIPS Agreemen.

Malaysa s Optical Disc Act 2000 became effective September 15. It gives the Government of
Maaysa greater enforcement powers and alows for siffer pendties (including jail time) for the
production and export of pirated optica media

The “ Joint Recommendation Concerning Trademark Licenses’ was adopted by the 35"
Session of the WIPO Genera Assembly and the Assembly of the Paris Union during the
September 25 - October 3, 2000 meeting in Geneva.

Sudan joins the Berne Convention for the Protection of Literary and Artistic Works.

October

Chind s Vice Premier Wu Bangguo initiated a campaign againgt counterfeiting to be
implemented a the nationd, provincid and municipd levels.

Argentina began to issue pharmaceutica patents, for the first time, on October 24.
Dominican Republic adopted a new copyright law designed to meet TRIPS requirements.
In abilaterd exchange of letters following consultations, the Bahamas committed to amend its

Copyright Act and regulations to narrow the scope of its compulsory licensing regimein
accordance with itsinternationd obligations.
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Armenid s accession to the Berne Convention for the Protection of Literary and Artistic Works
became effective on October 19.

Jordan signed a Free Trade Agreement with the United States, which builds on Jordan’s
implementation of the TRIPS Agreement.

Armenia became a party to the Madrid Protocol, effective October 19.

Singapore became a party to the Madrid Protocol, effective October 31.

November

China s State Council approved anew draft copyright law designed to meet TRIPS
requirements on November 22. It has been tranamitted to the National People' s Congress for
itSreview.

Ireland adopted new copyright legidation that provides deterrent penaties in accordance with
the TRIPS Agreement. Asaresult of thislegidation, Irdland and the United States notified the
WTO that amutually satisfactory solution to their copyright case has been reached.

Oman acceded to the WTO, and as part of this process, Oman revised its intellectua property
laws to comply with the provisons of the TRIPS Agreemernt.

Croatia acceded to the WTO, and as part of this process, Croatia revised its intellectual
property laws to comply with the provisons of the TRIPS Agreemen.

Colombia joins the Patent Cooperation Tregty.

December

China s Supreme Peoplée' s Court issued its “Interpretation of Laws on Solving Online
Copyright Dispute,” which became effective December 20".  The interpretations are designed
to protect the on-line environment from rampant piracy.

Andean Community Decision 486, designed to meet TRIPS requirements related to patents
and protection of test data, took effect on December 1.

Asan ad in anti-piracy efforts, Macau's Economic Services agency signed a contract for
implementation of Source Identification (SID) codes to be embossed on dl optical discs
produced in Macaul.

Korea passed revisonsto its Computer Programs Protection Act.
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2001

The Czech Republic’'s new Copyright Law went into effect on December 1.

Ukraine became a party to the Madrid Protocol, effective December 29.

January

Indonesia passed |egidation on the protection of plant varieties, trade secrets, industria desgn
and the lay-out of integrated circuits, which are designed to comply with TRIPS requirements.

Korea passed amendments to the patent, trademark and utility mode laws, which increased
monetary pendties for infringement cases.

Lithuanid s new Law on Trade and Service Marks took effect on January 1, and isdesigned to
provide better protection for well-known marks.

Armenia amended its Customs Code, effective on January 1, to provide the proper authority to
seize infringing materia at the border as required by the TRIPS Agreement.

Peru established CONTRACORPIA, a public-private commission to address counterfeiting and
piracy.

Panama s Executive Decree directing government agencies to ensure legitimate use of software
became effective January 1.

. Lucia becomes a party the Geneva Phonograms Convention.

February

Argentina s accesson to the Paris text of the Berne Convention for Literary and Artistic Works
became effective February 19.

Peru crested a new office of pecidized intellectud property rights prosecutors.

The Czech Republic gpproved the drafting of a decree requiring al government entities to use
only legitimate software,

Georgia adopted a new Criminal Code, which came into force on February 15" and which
provides for crimind pendties for copyright and neighboring right violations.

Kyrgyz Republic adopted a new Crimina Code, which came into force on February 15" and
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March

April

WIPO

which providesfor crimind pendties for copyright and neighboring right violations.

Turkey passed amendments to its Copyright Law, which is designed to bring Turkey into
compliance with the TRIPS Agreement.

Ecuador acceded to the Patent Cooperation Tregaty.

Presdent Kim of Koreaissued public orders to the Ministries of Information and
Communications and the Minigtry of Judtice to strengthen their copyright enforcement efforts.

Brazil established an interagency intellectua property rights committee, coordinated by the
Minigtry of Judtice, to improve anti-piracy enforcement.

The United States, Greece and the European Union notified the WTO Dispute Settlement Body
that a mutually satisfactory solution to their copyright enforcement case had been reached.

On March 16, Mongolia natified its ratification of the Madrid Protocol, which will come into
effect for Mongolia on June 16.

On March 28, the Danish Parliament passed a bill that was signed into law to make available
ex parte search remediesin intellectua property enforcement actions. Asaresult of this
legidation, Denmark and the United States intend to notify the WTO that a

mutualy satisfactory solution has been reached in this case on this matter.

Nepa joins the Paris Convention.

Hong Kong's amendments to its Copyright Ordinance, clarifying that end-user software piracy
isacrimind offense, became effective April 1.

The European Union’s Council of Ministers gpproved amendments to the Copyright Directive
on April 9. The Copyright Directive should provide significant lega protection for technologica
measures and spur development of the Information Society.

Sloveniagpproved legidation enacting data exclusivity protection.

Copyright Treaty and Perfor mances and Phonoarams Tr eaty

The following countries deposited their instruments of accession to the World Intellectual Property
Organization (WIPO) Copyright and Performances and Phonograms Treaties (WCT and WPPT)
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during the May 2000 - April 2001 timeframe:

Bulgaria

Colombia

CogtaRica

Chile

Croatia

Ecuador

Mexico (deposited WCT; WPPT deposited in 1999)
Paraguay

Romania

Japan (deposited only the WCT)

The current number of countries that have deposited their instruments of accesson with WIPO is.
WCT- 24; WPPT- 22. Thirty countries are needed to put each treaty into effect.
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