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Overall Outcomes
First FTA China has concluded with an OECD country.

Comprehensive ‘single undertaking’ covering:
» (Goods — market access and rules;
« Electrical Equipment MRA,;
e Services;
* Investment;
» Intellectual Property;
 [nstitutional Provisions — including dispute resolution.

In addition to FTA, China and NZ have also concluded legally binding
agreements on labour and environment.
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Why the FTA Is important for NZ?

Increased access to China for NZ trade and investment, which will
contribute to growth, jobs and higher living standards.

Framework for resolving trade and investment issues.
Platform for future cooperation and development.
Better commercial profile for our companies in China

Supports our objectives of broadening relations with China and, more
broadly, economic integration with the Asia-Pacific.



Benefits to New Zealand

Expected to have a strong overall positive effect on the NZ economy, with gains
to GDP, trade and welfare;

Economic benefits through the removal of tariffs and reduction of other barriers
to trade and investment;

Modelling undertaking as part of the Joint Study Report suggested that between
2007 and 2027:

* NZ exports to China are expected to be between approx NZ$225-
350m higher per year,

» Chinese exports to NZ are expected to increase by an annual average
of between approx NZ$50-89m.

In due course a reduction in tariff payments of approximately $115m a year.



Goods (Market Access)

New Zealand exports to China

For other than specified ‘sensitive’ products:

On entry into force (objective 1 October 2008), 35% of NZ exports
(currently facing tariffs of 5% or less) will be duty free;

Duties (in the range of 6-20 percent) on a further 31% of NZ
exports will be phased out over five years (2012);

Tariffs greater than 20% will be reduced to 20% on entry into force
and then phased out over six years (2013).



Goods (Market Access cont)

New Zealand exports to China (cont)

Wool — country specific quota; covers initially 75% of NZ wool exports
and grows at 5% per year over 8 years to 2017.

Meat (beef, sheep meat) and kiwifruit — tariffs phased out over 9 years
(2016).

Dairy (non powders) — tariffs phased out over 10 years (2017).
Dairy (powders) — tariffs phased out over 12 years (2019).

By 2019 tariffs on 96% of NZ’s current exports eliminated.



Goods (Market Access cont)

New Zealand exports to China: Forestry

Current applied zero duties bound at zero at entry into force:

* logs, sawn timber, wood pulp;
* 80% of wood exports ($377m).

Tariff elimination over 5 years (2012) on some wood and fibreboard products.

No tariff preference on paper and certain processed wood products (roughly 4
percent of total exports):

e China's MFN commitment in WTO.









Goods (Market Access cont)

For Chinese exports to New Zealand

On entry into force approximately 39 percent of China’s exports to NZ (on which
tariffs are 5% or less) will be duty free.

Tariffs on most highly traded clothing and footwear products and some textile
products phased out over 9 years (2016).

Tariffs on other clothing, footwear products and certain highly traded textile
products phased out over 7 years (2014).

Tariffs on all other products will be phased out over 5 or 6 years (2012 or 2013)
with the majority of such tariffs (12.5% or below) being eliminated by 2012.

All NZ tariffs on originating products from China will be phased out by 2016.






Goods (Rules)

Rules of Origin (ROQ)

ROOQ ensure that only products originating in NZ or China benefit
under the FTA.

ROO (for products with materials from a 3" country) based
primarily on a change of tariff classification (CTC) approach.

ROQ are designed to facilitate trade and minimise compliance
costs for exporters.



Goods (Rules cont)

Customs Procedures

Exports to China will require a Certificate of Origin.
These Certificates ensure that products:

» Qualify as originating from NZ;

» Benefit from tariff cuts; and

* Benefit from improved customs procedures.

Customs procedures required to be predictable, consistent and transparent.

In the normal course of events, Customs will be required to release
originating products within 48 hours of arrival.



Goods (Rules cont)

Trade Remedies

WTO rules for antidumping, countervailing duties and global
safeguard action (with provision for non-injury exception).

Prohibition on export subsidies in bilateral trade.

Bilateral transitional safeguard mechanism — provides for
remedy subject to demonstration of injury/causation, and
compensation.

Product specific safeguard measures on dairy exports to China.



Goods (Rules cont)

Technical Barriers to Trade (TBT)

The FTA aims to reduce the use of standards, regulations and conformity
assessment procedures that act as unnecessary barriers to trade.

Both countries encouraged to accept each others’ regulations as equivalent
and accept results of each others’ conformity assessment procedures.

Sanitary and Phytosanitary Measures (SPS)

Measures to protect human, animal and plant health.

Mechanisms to encourage recognition of equivalence of SPS measures and
regionalisation.



Electrical Equipment MRA

Agreement on the mutual recognition of conformity assessment for
electrical and electronic equipment:

« NZ exporters can meet China’s testing, inspection and certification
requirements through undertaking conformity assessment in NZ;

« For Chinese exports, NZ regulators can manage risks relating to electrical
safety and electromagnetic compatibility through use of Chinese
requirements adjusted as necessary for NZ conditions;

» Cooperation between regulators in enforcement;

« Products covered include low voltage electrical products; electric tools;
household and similar use appliances; and electrical lighting appliances.

Platform: expand coverage; apply approach to other product areas.



Services

Positive list approach to scheduling commitments similar to WTO
General Agreement on Trade in Services (GATS).

In specified services sectors & subject to specified limitations:

« Service suppliers will be treated no less favourably than domestic suppliers
in like circumstances (national treatment);

» Service suppliers can operate without quotas or restrictions on juridical
form (market access).

FTA incorporates both countries existing WTO commitments and both
countries have also made new commitments.

Provision for expansion of commitments over time.



Services (cont)

For New Zealand service suppliers to China

China has made GATS-plus commitments in the following sectors:

« Computer and related services (including software implementation, data
processing, and input preparation services);

e Services related to management consulting;

» Education (a commitment to keep key NZ educational institutions on China’s
“Study Abroad” website and to initiate joint work on quality assistance criteria
for qualifications with a distance delivery component);

« Environmental services (improved commitment permitting wholly foreign-
owned enterprises);

e Sporting and recreational services;

 Air transport services (aircraft repair and maintenance and air travel computer
reservation systems);

* Road transportation services (including freight transportation, storage and
warehousing, and freight forwarding agency services).



Services (cont)

For Chinese service suppliers to New Zealand

New Zealand has made GATS-plus commitments including in the following sectors:

» Education (‘other education’ services including specialist language
institutions);

 Environmental services;

« Computer services (maintenance and repair of office machinery and
equipment including computers, ‘other computer’ services);

* Photographic services;
» Duplicating services;

« Construction services (consultancy related to construction services).



Services (cont)

Most Favoured Nation (MFEN) treatment

In seven sectors each country’s services exporters will receive the
benefit of commitments that the other country makes in future FTAs that
are more liberal than those in the NZ - China FTA:

« Environmental services;

» Construction (for specified sub-sectors);

Agriculture and forestry (China commitment only re OECD);
Engineering;

Integrated engineering;

Computer and related services;

Tourism.

Provision for expansion of sectors over time.



Temporary Entry

For NZ business visitors to China:

Facilitated and more transparent visa processing — applications
for temporary employment visas processed within ten working
days of being received.

Extended maximum stay for business visitors in specified sectors.

For Chinese business visitors to NZ

Extended maximum stay for business visitors in specified sectors.



Temporary employment in NZ

Skilled workers

Subject to skill-level requirements and a bona fide job offer, entry for up to 3
years for:

« Up to 800 in occupations with Chinese characteristics (traditional
Chinese medicine practitioners, Chinese chefs, Mandarin teaching
aides, Chinese “Wushu” martial arts coaches or Chinese tour guides);

 Up to 1,000 in 20 specified occupations included on NZ’s long term
skills shortage list.

Working Holiday Scheme

For a maximum of 1000 young skilled Chinese per year to enter New Zealand for
tourism purposes and to engage in incidental employment.



Investment

National Treatment - established investments will be treated no less favourably than
domestic investors in like circumstances (subject to existing non-conforming
measures).

MFEN - benefits of commitments made in future FTAs will automatically be extended
except in respect of agreements on fisheries and maritime matters.

Additional protections for investments:
* compensation for losses arising from war, armed conflict and similar situations;
e protection against expropriation and guarantee of fair and equitable treatment;

» subject to specific limitations, free transfer of all payments relating to an investment.

Access to binding third-party arbitration procedures with safeguards to preserve
governments ‘right to regulate’.



Intellectual Property

Each country agrees to establish and maintain
transparent laws and systems that provide certainty over
protection and enforcement of intellectual property rights.

Rights and obligation under the WTO Trade Related
Intellectual Property Rights Agreement (TRIPS)
enforceable under the FTA.

Bilateral cooperation and consultation mechanisms
covering implementation and enforcement.



Other Provisions

Exceptions

Exceptions for measures taken in pursuit of government policy objectives consistent with
those in the WTO (including for protection of animal or plant life or health, conservation
of natural resources, security, balance of payments, prudential measures and taxation).

Exceptions also for supporting creative arts of national value and for NZ government
provision of favourable treatment to Maori, including under Treaty of Waitangi
obligations.

Dispute settlement

Robust dispute settlement mechanism to resolve any disputes that arise regarding the
interpretation or implementation of the FTA.

Provision for the establishment of an arbitral tribunal should consultations fail to settle
the dispute.



Other Provisions (cont)

Government Procurement

China currently negotiating accession to the WTO
Government Procurement Agreement (GPA) to which
New Zealand is not a member.

Joint understanding concluded in association with the
FTA provides for bilateral government procurement
negotiations with New Zealand as soon as possible
following the completion of China’s accession to the GPA.



Labour and Environment OQutcomes

Labour Cooperation MOU

Aims to improve understanding of labour matters, encouraging dialogue
and cooperation, and promote sound labour policies and practices.

Environment Cooperation Agreement (ECA)

Aims to encourage sound environmental practices and improve the
capacity of each country to address environmental matters through
cooperation and dialogue.

Both agreements identify specific areas for cooperation and establish
bilateral mechanisms to oversee implementation and address any
iIssues that might arise.



Next Steps

Text of agreements (FTA, MOU, ECA) and explanatory material
available on (www.ChinaFTA.govt.nz).

FTA, MOU and ECA tabled in House of Representatives and
referred to Select Committee.

Enabling legislation required for NZ obligations (including tariff
changes) under FTA.

Obijective for FTA to enter into force on 1 October 2008.

Implementation — monitoring/enforcement; development/reviews.



FTA Outreach

Dedicated website (www.ChinaFTA.govt.nz):

» text of agreements and explanation of outcomes;
* material on doing business in China, including case studies;
o ‘tariff finder’ tool.

FTA ‘roadshow’ in Auckland, Hamilton, Wellington, Christchurch,
Dunedin:

* negotiators explain FTA outcomes;

. NZTkE workshops on building business capability and navigating Chinese
market.

Range of NZTE activities in China.



