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Wendy Cutler: We just came out of our plenary session so we've officially kicked off the first
round of the negotiations. The individual negotiating groups are now meeting. We'real very
excited here to get this negotiation started. 1t's been afew months since the February 2™ launch
and we' re looking forward to getting to work.

Prior to this round we exchanged texts and negotiation proposals for the FTA. Our initial review
of the Korean text and comparing them to US text indicates there are areas of similarities and
areas of differences. Our challenge over the coming months will be to focus on the differences
and try and bridge our gaps.

We still have alot of work ahead of us, particularly with respect to coming to terms with and
resolving a number of longstanding issues in sectors that will certainly present challenges, and as
the Chief Negotiator I’m going to work very closely with my counterpart, Ambassador Kim, to
figure out away to overcome these challenges so we can complete a successful agreement.

| think this week we will focus on trying to reach consensus on as many issues as possible and
what we call kind of clearing out the low hanging fruit, the easier issues, and also identify the
major areas that will require attention in future rounds.

We' ve set up anegotiating structure with 17 negotiating groups and two working groups.
Fifteen of these groups and the two working groups are meeting this week here in Washington.
Two other groups have both already met, government procurement and technical barriersto
trade, and that’s mainly due to the schedule of those individual negotiators.

As acustomary practice, we're not focusing on text and we we' re not exchanging tariff offers at
thisround. That goes the same for services, financial services and investment. We'll be
focusing on text and rules and then we'll be exchanging information on what we call these list of
non-conforming measures in the future.

Our second round of negotiations is scheduled about five weeks from now, July 10" in Seoul,
and then we basically plan to meet about every six to eight weeks after that throughout the end of
the year.

Aswe move into the negotiations we' Il have a better sense of where things stand, but | remain
optimistic about our ability to conclude a high quality comprehensive agreement. Thisisfor a
number of reasons.

First, we had an extensive preparatory process with Koreain 2005 so both sides are entering into
the negotiations with their eyes wide open. Two, we' ve been able to resolve a number of



outstanding issuesin the lead-up to the talks. We've also in the past few months quickly agreed
on alot of the organizational issues aswell to put usin a position to focus on substance this
week.

The political will is clearly there on both sides and there’ s bipartisan support in both countries
for the FTA. | think based on just seeing the teams and looking at their backgrounds, | think it's
safe to say both sides have very, very strong negotiating teams and are putting alot of resources
into this negotiation.

In sum, we hope that substantive progressis made at this first round of negotiations which starts
today and will conclude on Friday, and we hope this first round will set the stage and direction
for future rounds and for our ultimate success.

Thanks.

Question: You exchanged text already. Can you give us some idea at this early stage of the
number of issues, the actual number of issues that may be problematical ?

Wendy Cutler: It'shard to say at this point given that we're starting negotiations today, but |
think it's safe to say, for example, agriculture is going to be a difficult issue in these
negotiations, and | also think at least based from our perspective, | think the automotive issue,
and achieving increased access for US car companiesin Koreais going to present challenges as
well. There are other areas as well that will become more apparent | think during this week and
the weeks ahead.

Question: What about regulatory transparency and regulatory reform? Does that present the
issue today that it did maybe a decade ago?

Wendy Cutler: That'san extremely important issue, and in fact we had a whole process
whereby we had a public hearing, we invited comments from the private sector in response to a
Federal Register notice, and | think one of the key issues that so many submissions flagged was
the need for increased regulatory transparency in Korea. So we have put forward our ideasin
thisareato really strengthen transparency in the Korean system. We know this is something that
the Koreans on their own have been working on, so we're hoping that there will be some synergy
here and thisis an areathat we' |l have very strong provisions on in the FTA.

Question: South Korea requests that the United States allow exports from Kaesong Industrial
Complex to be considered as made in Korea. What is your position on thisissue? What kind of
conditions should be met for the United States to accept the South Korean request with regard to
thisissue?

Wendy Cutler: | don't have alot to say on the Kaesong issue, I'll just refer you to what
Ambassador Portman said at the launch of the FTA, February 2™. That isin our view the FTA
covers the Republic of Korea and the United States.

Question: The Korean Health Ministry came out with new regulations on pharmaceuticals a
month ago. | wonder if that’s an issue that’s coming up in these talks this week.



Wendy Cutler: Absolutely. | mentioned we had 17 negotiating groups and two working
groups. The working groups are really unique to this negotiation. Just one of them ison the
automotive issue and | think thisisthefirst timeinan FTA where we' ve actualy had, or at let a
recent set of FTAswhere we've had a special group focusing on automotive issues. The same
on the other working group is going to cover pharmaceutical and medical deviceissues. And
we're viewing, let’ sjust say that group will focus on the pharmaceutical and medical device
issues. We're hoping to have avery candid discussion and negotiation in that group, particularly
in light of this very unhelpful announcement made by the Ministry of Health and Welfare afew
weeks ago about its plans to move to what’ s called a positive list of reimbursement pricing for
pharmaceuticals.

Question: Do you expect textiles to be an issue thisweek? And have you made a proposal on
rule of origin?

Wendy Cutler: On textiles, the group is meeting this week so it’stoo early to say what the
issues might bein this group.

Question: You mentioned agriculture immediately as a challengein these talks. Rice may be
one of the sensitive products. Do you have a sense for what other areas in agriculture might be a
challenge. Could you expand on that?

Wendy Cutler: Interms of specific products?
Question: Specific products or even specific issues.

Wendy Cutler: Obviously the rice issue' s going to be extremely sensitive. There are other
specific products that will also present achallenge. Beef comesto mind aswell. There are other
what | would call, ahost of what we call SPS issues, Sanitary and Phyto-Sanitary issues.

So we have one negotiating group on agriculture and a separate group looking just at the SPS
issues. Once again, underscoring the focus we' re putting on these issues in the negotiations.

Question: If | may just follow up quickly, isthere any linkage between these talks and Korea's
decision to reopen the market to US beef? And if that doesn’t happen will that throw a monkey
wrench into the talks?

Wendy Cutler: Clearly we' re expecting, hopefully shortly, areopening of the Korean beef
market to boneless beef, and we' ve made it very clear to the Koreans that even once the market’s
open to boneless we are going to be urging them without skipping a beat to further open their
market to cover what’s called the bone-in market as well as variety meats and offals.

Question: Isit your goal to wrap up the negotiations, what is the timeframe for the goal to wrap
up negotiations? 1I'm thinking specifically of expiration of Trade Promotion Authority. Do you
want to get it in under the wire for that?

Wendy Cutler: Yes. We are determined to conclude this negotiation under the current TPA
procedures which really call for a conclusion of the talks by the end of thisyear.



Question: What are you looking for in terms of expanded market adccess for US rice exports
into South Korea?

Wendy Cutler: Once again we' re not putting our offers or requests with respect to specific
products on the table yet. That’s something we' re working through internally. |1 could not
comment on that at this point.

Question: | had a quick question about the pharmaceutical issue. Was your understanding that
there would be a standstill on any changes to pharmaceutical rules prior to the FTA? And now is
that kind of a backwards step in your opinon?

Wendy Cutler: We've madeit clear to the Koreans that in the FTA negotiations we' re not
interested in getting back to the status quo. We're looking for improvements and that really
holds for the pharmaceutical sector. So we' re hoping through the FTA talksto get at alot of the
issues, address alot of the issues affecting the sectors or companies who are able to have afair
shot at competing in the market, particularly against the thousands of generic companiesin
Korea

Question: Have you had any assurances that they won't put this new positive list in place? |
think they’ re in the comment period right now.

Wendy Cutler: The pharmaceutical group has not met yet.
Question: Do you know what day they’ re meeting?
Wendy Cutler: Not offhand. | think mid or late week.

Question: | waswondering if any efforts have been made for talks this week on intellectual
property or blocking piracy?

Wendy Cutler: Yes. TheIPR negotiating group is meeting as we speak. And thisisan area
where Korea has made significant progress over the past couple of years. In alot of respectsthe
progress they’ ve made isreally due to their own internal needs, particularly the piracy they’'re
facing in other parts of Asia.

So based on the progress we' ve made to date or the progress we' ve seen in Koreato date on the
IPR issue, we're hoping that thisis an area of the FTA which will be areal win/win for both
Sides.

Question: | wanted to ask a quick question about beef if we could go back to that briefly. The
Agriculture Minister in Seoul said this morning that South Koreais going to push back its plan
to receive exports saying that US beef processing facilities didn’t meet standards suggested by

the South Korean government. | wanted to ask you first of all what your reaction to that is and
whether that’ s going to cause problems as the talks start today.

Wendy Cutler: 1'd prefer if you would just direct that question to USDA.



Question: That was going to be my second question. How much of thisis going to be dealt
with by them and how much of it by you?

Wendy Cutler: We're al working together, but with respect to the issues surrounding the
whole BSE and aftermath, USDA has had the lead on that, but we' re working very closely with
them.

Question: Do you mind quickly going over the 15 negotiating groups that are meeting this
week? We're getting little glimpses, but a comprehensive list would be helpful.

Wendy Cutler: The 15 negotiating groups that are meeting this week?
Question: Yes.
Wendy Cutler: Hang on. I'm just counting to make sure | have all 15.

It'skind of confusing to get the -- Is there a specific group that you’ re interested in or do you
want the whole list?

Question: You' ve mentioned textiles. Are there any subgroups to that? Y ou mentioned one of
the subgroups was SPSissues. Are there any other subgroups?

Wendy Cutler: Yeah, hang on.

Thisisin no order of importance and it’s not even alphabetical. I’'m just kind of going through
my briefing book.

Institutional issues, and that deals with issues like dispute settlement and transparency; next,
market access and national treatment for goods; next, agriculture; SPS, Sanitary and Phyto-
Sanitary; five, textiles; six, customs administration rules of origin; seven, services; eight,
financial services; nine, investment; ten, IPR; 11, labor; 12, environment; 13, telecom/e-
Commerce; 14, competition; 15, trade remedies. Then the two working groups would be once
again the automotive and then pharmaceutical/medical devices. Then once again government
procurement and technical barriersto trade have already met.

Question: What was the outcome of those meetings? How far did they get?

Wendy Cutler: | just have no -- First of all the technical barriesr to trade, they just met today in
Genevaso | don't have aread out of that meeting; the Government Procurement Group met last
week in Geneva and | think there the meetings went relatively well.

Question: 1I'mwondering if you could talk alittle bit about the Korean response. Korean
officials have said the US has published an aggressive draft. That seems alittle bit different
from your [inaudible] in the area of difference. What are the main concessions that they want
from you?



Wendy Cutler: First of al my counterpart is not using the word aggressive so | don’t know
where you' re getting that from, but if it’s from the Korean press, I’ ve seen no Korean official
that I’ m negotiating with call our text aggressive.

But second -- What was the rest of your question?
Question: What are the big things the Koreans want out of this?

Wendy Cutler: | understand Ambassador Kim is going to be briefing the press every night, so
you'll probably have lots of opportunities and can hear it directly from him.

Question: Can you just broadly talk about the issues, and presumably you’'re willing to
negotiate on them, so can you just sort of lay out for us a summary of what the main US things
are going to be? You’ ve talked about them.

Wendy Cutler: | think a couple of them have been already mentioned on the phone. The
Kaesong issue is something that they’ re going to raise. | think clearly for them the agriculture
issue is going to be sensitive. | think it’s safe to say they’ re going to be looking to us to reform
our trade remedy laws.

Question: Dumping?
Wendy Cutler: Yeah.

Question: Areyou going to deal with the US visawaiver program for the South Korean as an
agenda of the FTA negotiations?

Wendy Cutler: The USwaiver program discussions are going on in parallel with the FTA
negotiations, so they’re not part of the FTA negotiations, but based on a meeting between the
leaders of both countries last year on the APEC meeting they did agree on aroad map for the
visawaiver program and | understand, led by the State Department, that these talks are
progressing well.

Question: | heard you mention trade remedies. Does the US have any intention of negotiation
on trade remedies in these talks?

Wendy Cutler: What we have told the Koreans is that with respect to trade remedies we're
going to be focusing on safeguard provisions as we do in other FTAS, and we' ve also made it
very clear to them that under the TPA we'rein n position and we're not allowed to negotiate any
weakening of our trade remedy laws.

Question: Other than safeguards you' re not going to be talking about anything like the issues
that got raised at NAFTA which isthelast timel think in abilateral sort of deal thiswas on the
table.

Wendy Cutler: | suspect the Koreans will be putting forward requestsin this area.

Question: But you're saying you'll follow the TPA rules of --



Wendy Cutler: Yes, wewill follow the TPA rules. [Laughter]. | think that’s probably a good
idea, right?

Question: Always.

Question: | know you said that you feel as though there’ s broad support on both sides for this
agreement. You're probably aware that there’s a number of Korean protesters that are in town
this week and they’ re saying that this agreement would be devastating for farmers and workers
in the country. They liken it to the impact of | guess the IMF assistance package and the
liberalization requirements that were put on the country. They said it hurt many people there. |
just wondered if you could respond to that.

Wendy Cutler: First of al, yeah, we are aware of the protestors, in fact | can hear the drums
outside -- [Laughter] -- as we' re speaking, as we did during the plenary session.

I’m focusing on the substance of the talks thisweek. Clearly there are people in the United
States and in Korea that are concerned about this agreement, concerned that this agreement may
not benefit their sectors, but that’ s kind of the nature of trade talks. But | think none of us can
lose sight that even though there are vocal opponents out there, that overall there’ s support in
both countries for this undertaking. | think on the Korean side it’s safe to say that they’re fully
aware that particularly in the agriculture and services sector they do have, they face challenges
domestically. But | think one of their reasons for launching the FTA isto really bring their
economy into the 21% century so they can compete in the region. For example in the services
sector, by opening up their services sector and deregulating their services sector, that’s a key
way to frankly become more competitive.

Question: One sector I’m not sure you did mention was media and film. Would you be
pressing for any deeper cuts to the reductions already announced by South Koreato its screen
guota system to allow more screening of Hollywood movies?

Wendy Cutler: The Korean government did announce on its own that it’s planning to -- They
made an announcement they’ re cutting in half their screen quota and that will go into effect on
July 1. In this negotiation we are not going to be asking for afurther reduction of the screen
quota.

Question: Can just ask aquick question on automotive? How receptive is the Administration
to the private sector suggestion that no concessions should be given on the US side until they see
actual numerical improvements in market access on the Korean side?

Wendy Cutler: That's part of their position. The other part of their position is asking usto
work with them to address the tariff and non-tariff measures that they’ re facing in the automotive
sector in Korea. There we' ve been working very closely with the industry to address these types
of barriers and have put forward our ideas in a draft text we' ve provided to the Koreans.

With respect to, | think you're referring to their other ideawhich iskind of called amore
performance-based approach. We're looking at it.



Question: What kind of ideas have you put forward for clearing out the non-tariff and tariff
areas?

Wendy Cutler: Inanumber of areas we' ve put forward proposals to eliminate the engine
displacement tax. We've put forward provisions to address a number of the regulatory, the
standards, regulatory issues in the sector. We've put forward a proposal in the anti-import bias
issue. And we've put forward more general proposalsin kind of dealing with the transparency
iSsues.

Question: Could you give the full name of your counterpart? Also can you give us a sense of
the size of the negotiating teams that are involved in this?

Wendy Cutler: My counterpart, Ambassador Kim, first name is Jong-Hoon. Interms of the
size of each negotiating team, | don’t know the exact numbers. Y ou can ask the Koreans. But |
think they’ re both in the range of about 150. That includes alot of interagency people,
representation from all the different ministries and agencies involved.

Question: Arethere plans till to start the Malaysian Free Trade negotiations next week?
Wendy Cutler: Next week in KL.

Question: Areyou leading those discussions?

Wendy Cutler: No. Nope.

Question: Who leads those discussions?

Wendy Cutler: That will be Barbara Weisel, my counterpart, who'sthe AUSTR for the
Southeast Asia office.

Question: | know that as well as the duration, the period that you allow these tariffsto be
eliminated over the period, what is the US position? How long can that take?

Wendy Cutler: Once again, the tariff offers, they’ re not on the table now so we have not put
forward our proposals. So at this point | just can’t answer that question.

Question: You would expect approximately aten year phase-out, phase-in?
Wendy Cutler: Yeah. Inlinewith other FTAS, yes.

Voice: Okay, folks. Thank you for thisand we'll be in touch again.
Question: Thanks.
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