Background Conferencewith U.S. Trade Officials
On the conclusion of free trade negotiations between the United States and Costa Rica
Sunday, January 25, 2004

U.S. Trade Official: Thank you very much for joining us on relaively short notice. We are very
pleased that this afternoon we have concluded our free trade area negotiations with Costa Ricaand
achieved the conclusion of the CAFTA for the five Centrd American countries. The integration of this
region has been an important objective for dl of the countries, and it=s one of the objectivesin the
Caribbean Basin Trade Partnership Act, and were very happy that we have redlized that partnership
this afternoon.

We look forward to working with Congress to implement this agreement, and of course Congress has
been involved at dl stages as we have consulted with them dong theway. Thisis avery important
additiona step in the President=s agenda for free trade throughout the hemisphere. Like our other free
trade agreements the CAFTA is a comprehensive agreement, it isagold-plated, very high ambition,
modern-oriented agreement. The Cogta Ricans of course will be adhering to the full set of rules and
disciplines that we negotiated with the four CAFTA countries in December. Over the last week and
actudly the last few weeks we have worked with the Costa Ricans to complete their market access
commitments and our market access commitments to them.

In addition, for Cogta Rica, this agreement includes some very important reform measures, epecidly in
the areas of tdecommunications and insurance where they currently have monopolies, they will, as part
of this agreement, be fully opening their insurance market over time. And they will be liberdizing their
telecommunications market in anumber of key areas. This obvioudy isimportant for us, the commercid
benefits that it offers, but it=s dso going to help Cogta Rica continue to diversfy its economy and
increase its competitiveness in the globa economy.

As pleasad as we are with completing this negotiation, our work with CAFTA isnot complete. Asyou
know, we are negotiating with the Dominican Republic. Those negotiations were launched by
Ambassador Zodlick when he visited the Dominican Republic when he visited on January 12, and our
intention is to integrate the Dominican Republic into the CAFTA. Wewill be putting out the text of the
CAFTA shortly, we hope to do that by the end of thismonth. And | think that isall that | would say at
this point. I=1l be happy to answer your questions or to have either [second U.S. trade officid] or [third
U.S. trade officid] answer your questions.

Question: Thisis Sam Gilston [Washington Tariff and Trade]. Can you expand alittle bit on what you
mean by opening up the insurance market and the liberdization of the telecom areas?

U.S. Trade Official: YesSam, I=d be glad to. In both of these areas, basically what=s happening
there will be a combination of opening up the market to commercia opportunities and putting in place a



regulatory framework. Obvioudy you have to have aregulatory framework both for telecom and for
insurance. And the way thiswill work is asfollows. In tedlecom they will have until the beginning of
2006 to put the regulatory framework into place. At that point they will be opening the market for two
important services, private network services and Internet service. And then ayear later they will open
up to mobile wireless, another important service.

In the case of insurance, there dso, they will be putting in place aregulatory regime. But they will be
opening up some lines of insurance immediately upon entry into force of the agreement. And then there
will be astaged opening, gradudly going through cross-border services and then establishment, by
2008, for dmogt dl lines of insurance. And then the remaining lines shortly thereafter. So in insurance,
ultimately it will be atota opening of their market to competition.

Question: Thisis Marty Crutsinger with the Associated Press. Could you tell us the timing now, will
you wait until the Dominican Republic is added before you send this agreement to Congress? And how
long do you expect that to take?

U.S. Trade Official: Well, youve got to take this one thing a a step - one step at atime. We have just
finished, two hours ago, this negotiation with Costa Rica. So obvioudy, we will have to take stock of
that, in consultation with Congress. Well review with them, of course, the whole dimension of the
Dominican Republic. So it=s premature to speculate on that sort of timing question.

Question: Its sounds like were taking about months, in terms of negatiating with the Dominican
Republic, isthet right?

U.S. Trade Official: We are hoping to have ardatively quick negotiation with the Dominican Republic
because again, the framework of rulesistherein the CAFTA itsdf, and it=s the market access dimension
that we would be, or are negotiating with the Dominican Republic.

Question: Thisis Corey Henry, I-m wondering if you or perhaps one of your colleagues can eaborate
on how you resolved the difficulties over textiles, specificaly the TPL requests from Costa Rica; as well
as agriculture, with respect to Costa Ricars demands on rice potatoes and onions.

U.S. Trade Official: Well | will leave the agriculturd part of that question to [second U.S. trade
officd].

On textiles, obvioudy, Costa Rica has to fit within that overal textile framework that we negotiated in
December with the four Cafta countries, and we are not giving, there are no TPLs for Costa Rica

[microphone interference]

That was not [second U.S. trade officid]=s response.



[laughter]

Reporter: That was Howard Dearrs response.

[laughter]

US Trade Official: Wesre going to CostaRical Were going to the Dominican Republic...!
[laughter]

U.S. Trade Official: That was Rich Mills line, I:m sorry. Weve got dl the copyright coverage here we
need.

Second U.S. Trade Official: And this now [second U.S. trade official] Not nearly as humorous as the
rest of the guys on the phone obvioudy.

| think the question was, how did we ded with the sengitivities related to agriculture in generd, and
specificaly potatoes, onions, and rice.

Obvioudy, like the other Centrd American countries, Costa Rica had some very sendtive products.
Agriculturein generd is senditive issue. So what we tried to do was work through an agreement that
was meaningful for U.S. agriculture. While a the same time, manage the trangtion in away that was
sengtiveto thelr needs.

Asit relates to those specific products, basicaly what we did on onions and potatoes is something
smilar to what we did on white corn with the other countries, which is, we established, for the fresh
product, we established a TRQ that has a growth rate. On the processed products, there are different
gtaging. And the main point from our point of view, particularly for potatoes was that we got equa
treatment, or equity treatment with Candaes provisons were and | think our industry will be comfortable
with thet.

Onrice, that=s obvioudy something that=s very important to us, very senstive to them. So we worked
out atrangtion process that insured that they had time to adjust while we had some meaningful
opportunities both for rough and milled rice. And that over the time, the tariff was eiminated - over a 20
year time the tariff was diminated.

Question: Did the agreement on rice, did that include a gradua increase in a TRQ matched by the
corresponding reduction in the over-quota tariff?



Second U.S. Trade Official: No, it=sjust a congtant growth. For the milled, it=s about a5 percent
growth rate and for the rough it=s a 2 percent growth rate. And then actualy, the tariff saging isnot a
linear gaging, it isaformulatha weve used to try to ded with country sengtivities.

Question: Thisis Ted Alden from the Financid Times. Along the same lines, can you explain how
Costa Ricas going to fit into te sugar arrangement that was negotiated with the other four?

Second U.S. Trade Official: Well basicdly, Costa Ricais, the number=s we were talking about for
CogtaRicais right around one tenth of 1 percent of U.S. consumption. So, therers sort of two
categories for Cogta Rica unlike the others. They were interested in organic a sugar which obvioudy isa
niche market in the United States. Doesvt directly compete in the raw, refined area like the other sugar
guota does. So what we did, we offered them 11 thousand as it related to the raw, refined and two
thousand as it related to organic.

So basically, after this agreement, before this agreement the tota TRQ increase we are talking about for
the Central American four was just under 1 percent. After the agreement it=s just over 1 percent. So
wer=re dill right around 1 percent of U.S. consumption included in the CAFTA.

M oder ator: If we have any journadists on the line from Costa Rica or other parts of Latin America, I-d
like to give them a chance to ask a question.

Question: Thisis Hage Feizenblait for the newspaper ALa Nacion( in Costa Rica. | wanted to know if
after the negotiations with Costa Rica were concluded, would you say thereisared difference between
what was negotiated with the country, in contrast with what was negotiated with the other Central
American countries?

US Trade Official: Wdl, going back to what the framework is here. Remember there is a common
framework of rules of the text of the the agreement, the Cafta agreement, which was negotiated in
December, and of course Costa Rica was there for dmost al of that. They would be taking on those
obligetions.

And then for each of the countries we have somewhat individualized market-access schedules both in
goods and commitments on services, and in government procurement. And so it=sthis latter part that we
negotiated with Costa Rica these last few weeks. And it is specific to Costa Ricabut it certainly is
comparable within the bounds, within the generd parameters that we negotiated with the other

countries. | would leave it to Costa Ricato define what they fed are their principa benefits from this.

Question: [unintelligible] decided to wait afew weeks for the agreement, because they thought they
would get a bit more than what the other countries got, in different aspects. So wasthe U.S. more
flexible than it was in December?



U.S. Trade Official: | dorrt know how to define degrees of flexibility. Basicaly we worked with each
of the five countries to ded with their particular sengtivities, to ded with our particular prioritiesvisavis
those countries. And we bagicdly tried to treat people more or less equally but sengtive to their unique
gtuations, and | think that=s the most important thing, to work with countries on their unique Stuations.

Question: Thisis Corey Henry again with Ingde U.S. Trade. I:m just curiousif a some point Minister
Tregos and Ambassador Zoellick had a chance to meet today or did they meet yesterday? I-m just
curious asto how significant their level of involvement wasin the last few hours of the talks.

U.S. Trade Official: Well they are meeting today, they will be meeting shortly to have akind of
concluson ceremony. And let me say that both Ministers have been deeply involved in the CAFTA
throughout the negotiations and have continued to have been up until the end.

Question: Thisis Elizabeth Becker with the New Y ork Times. How did you resolve the question over
developing tourism, particularly the beach area and their green tourism concerns?

U.S. Trade Official: | dorrt think that those were part of the negotiations.
Question: There were no negotiations on opening up the beaches or anything else on tourism?

U.S. Trade Official: Well, | dorrt know if there were commitments on tourism. We certainly wererrt
talking about the beach today, Il tel you that.

Question: Ok.
U.S. Trade Official: That=s not part of the trade agreement.

Question: Canyoutel us, thisis Corey Henry again with Insgde U.S. Trade, are there any nor+
conforming measures that still need to be hashed out between the U.S. and Costa Rica?

Third U.S. Trade Official: With al of the Centrd Americans, not just Costa Rica, on our non-priority
sectors, we have given them, | believe until the end of March, akind of aAlist or loss) exercise for
market access commitments. Which are basicaly quantitative, non-discriminatory, quantitative
redrictions. So thereisalittle piece of work to be done. We have often in trade agreements used a
kind of aAlist or losel) approach at the end on things that dorrt matter as much to us, and we did in this
case too.

Question: Thisisgiving up something you have and they want, that they didrrt get to before, or...?

Third U.S. Trade Official: No, Sam, it=s just a matter of, we did it in the NAFTA, | think we gave a
year back then because we hadrrt addressed this area ever before. We, in the agreement, if you have



non-discriminatory, quantitetive restrictions, like an economic needs tet, you need to expliatly ligt it.
On priority sectors for us, we negotiated those exceptions that they had. On sectors that are non
prioritiesto us, we set up a scheduling provision so that they can, they need to schedule them by a
cetantime

Question: Can you send...

Third U.S. Trade Official: And thisisa pretty trivid point.
[Crosstalk]

U.S. Trade Official: Pardon me?

Question: Can you send the implementing legidation to Congress before those non-conforming
messures are worked out or listed?

Third U.S. Trade Official: Well they-re due to be listed by the end of March and the first step under
TPA isa90 day notice to the Congress, so they:Il be done well before then.

Question: Can | ask on telecom, you talk about the opening in three key aress...
U.S. Trade Official: Can you speak up it=s hard to hear you.

Question: Yes, on telecom you talk about opening in three key areasin the newsrelease, on
[unintelligible ] network services, Internet and wirdess. |sthat comparable to what was achieved with
other countries? In other words, I1:m reading thisas al of telecom is not opened up, but | assume the
other countries are not opening up al of telecom with repect to their agreements elther.

U.S. Trade Official: No, the other countries are opening up their telecom sectors. Of course they did
not have this decades old monopoly Stuation that Costa Rica has, so that=s the approach we took with
CogtaRica. It=s somewhat different, it focuses on what the priority interests are for our industry, and
we thought it was most important to get that part of the telecom monopoly opened up. Were confident
that as becomes evident the benefits of competition in telecom that Costa Rica will go ahead with further
reform, but that=s not part of the agreement.

Question: Can you put a percentage number on how much of the telecom market these three sectors
will actudly represent when they:re fully opened up.

U.S. Trade Official: | dorrt...

Third U.S. Trade Official: Sam, I=-m not sure that that=s a meaningful question...



Question: 1:m sorry [laughter]
U.S. Trade Official: That=s[third U.S. Trade Officid] by the way that=s dismissng you Sam!
[laughter]

Third U.S. Trade Official: Thereason | say that is, you know, we have an opening in the wirdess
areawhich is of the mogt interest to our companies. With the changes that are going onin
telecommunications over time, there redly is¥t aU.S. investor that wants to go in and compete with
[unintdligible] on fixed lines. So we have alimited opening in the wireless area that=s of interest to us,
and over time, you know with the technology changes and the Costa Ricarrs adopt reforms...

U.S. Trade Official: Yes, but these were the areas that our companies said they want to participate in
the future.

Moderator: If there are any journdigts on the line that haveryt had a chance to ask a question, I=d like
to give them a chance to ask aquestion, I=d like to give them achance. And I=d like to remind everyone
that this call has been on background asAU.S. Trade Officidsg If not, we have time for one or two
more questions.

Question: It=s Elizabeth again. On the textile and apparel agreement. Are you now satisfied with the
incluson of Costa Rica you have created that region that you had talked about at the very beginning of
this process whereby you have now an integrated region with the United States that will help when the
textile quotas are lifted in 2005?

U.S. Trade Official: Yes, avery important orientation that we took into these negotiations and that we
believe we have achieved within the negatiationsis to strengthen the partnership between American
companies, textile manufacturers and appard makersin Central America, and we bdlieve that, also
taking the benefit of the NAFTA to integrate that further. And so we believe that the cumulation fegture
in the textiles chapter here does do that, or at least puts us on the road to that. And we think that will

be extremely helpful to al of the participants as the competition in this area heats up with the remova of
quotas globaly next year.

Moder ator: Wesll take one last question here. And | just found out that we may have a problem with
our email here, so if everyone will just be patient, if you haverrt received it, check on the website about
five minutes after the phone cal is over, well definitely have it posted then.

Question: Thisis[uninteligibile] from Cogta Ricaagain. Can you go over how it isgoing to be the
schedule of Congress, again, when will this be going to Congress and how will that work?



U.S. Trade Official: No, | said we haverrt decided that. Weve just finished the negotiation today.
Well have to St down with Congress and consult with them about it. And so for us the next step isto
get the text together, to get that public, so that everybody can see it and people can, and move forward
from there.

Question: You sad by the end of the month, that means by the end of this week.

U.S. Trade Official: That:sthe way we caculateit. Yes, that=s what were aming, and again Sam,
remember wesre working with that text from CAFTA and so it=s a question of integrating the market
access commitments of CogtaRica. So we think we can do it by that time.

Question: But when you talk about 90 days of time, can you, 90 to...?

U.S. Trade Officials. One of the TPA reguirementsis that we have to give Congress 90 days notice
of intention to Sgn the agreement. In other words, we couldrrt Sgn an agreement any fagter than that.
It doesrrt mean we have to Sign it on the 90" day. But this is part of the procedures for Congress to
have sufficient time to reflect on what weve done.

Moderator: Thank you for joining usthis afternoon. Again this call was on background as U.S. trade
officids, or | should say senior U.S. trade officids.
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