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I'd liketo start by introducing our team. Gene Sperling whom you al know headsthe President's economic
policy team, both domestic and internationd. Bill McCahill, our Charge daffaires here in Chinawho has
done such an extraordinary job for us, truly extraordinary. Bob Cassidy who has been our lead negotiator,
and | want to thank him mogt particularly for hiswork. Chrigtina Lund, our chief service negotiator who
has done an exemplary job. Catherine Field who hasbeen our lawyer on thismatter for 13 yearsat USTR.

She doesn't look it but she has been. Bob Novick my General Counsel who negotiated the protocol issues
with the Chinese. Meg Lundsager of the Treasury Department who has taken care of banking securities
and many, many other issues. Bernard Carreau of the Commerce Department who has taken care of a
number of important issues including dumping. Theresa Howes, who with Ambassador Peter Scher in
Washington negotiated with the Chinese on agriculturd issues.  Of course, Dan Glickman our agriculture
Secretary and his fabulous team, and we did that together. Susan Shirk of the State Department, who is
one of the Adminigtration's Chinaexperts. Ken Liebertha our other great Chinaexpert |eft yesterday. He
is, asyou know, with the Nationa Security Council. | think | have covered the waterfront with respect to
those people.

Let me just make a couple of genera comments: | think this is a profoundly important agreement for a
number of reasons. As a trade agreement it obvioudy protects American Commercia interests and
enhances sgnificantly Americas commercid interests. The agreement itself is absolutely comprehensive.
It coversal goods, dl services, al of agriculture. 1t coversavariety of ruleswith respect to import surges,



technology transfers, state trading enterprises, and high dumping, investing, subsidies and other issues.

Second, however, thisis an agreement that is fully congstent with Chinas own policy of economic reform
and economic development. And inthat regard it will exert apostive effect on the very reforms Chinaitsalf
istrying to make, and of course on the very economic process a which China has been quite successful.
Thiswill open markets here. It will improve the efficiency of Chinese companies. It will make them ever
more competitive. | think that isacriticd point.

Third, this agreement will strengthen the Rule of Law inChina. And | think actudly, thisisthe most import
aspect of thisagreement. The WTO isarules-based trading regime. 1t encompasses dmost 140 nations.
And the rules, the base rules on trangparency, no discrimination, judicid review, adminidtrative
independence are absolutdly critica to the functioning of the modern economy.

And the nation that Chinawill become amember of this rules-based regimeis of extraordinary long term
importance, not only on the commercia sde, but with respect to the development of amore full body and
robugt legd system within China

And of course, it goes without saying that this agreement will help to strengthen Chinds relations with its
neighbors, will help to further sabilize the economic Stuation in the region here, and of course will
contribute to globa prosperity. The ultimate aim of the globd trading sysem. And ladt, as| sad in my
remarksat MOFTEC, thisagreement isan anchoring agreement, and in that regard in particular it isof both
profound and higtorical importance.

The United States and Chinahave had arather tumultuous rel ationship as you know -- upsand downsand
lots of swings. But an agreement of this sort —with its breadth, with its scope, with it emphasis on Rule of
Law, in its conggtency with China's own interna reform process -- can help to anchor the reationship
between the United States and Chinain a most a fundamental way. And from that anchor, | think other
good things will emerge, and greater sability in the overdl relationship between the two countries will
likewise emerge. | am happy to take questions on the details of the agreement. | would only say that we
are grateful to the government of China for having the forthrightness to enter into an agreement of this
magnitude and comprehensiveness. Most particularly, most particularly, both Gene and | praise the
Presdent of the United States and the President of Chinawho, beginning in 1993 when they met at the met
at thefirst APEC meeting, began discussing the parameters of Chinese entry into what wasthenthe GATT
System and is now the WTO. Presdent Clinton hasbeen sointimatdly involved with thisissue-- including
the detals, including the strategy, the concepts and issues. And that leadership, that knowledge, the
brilliancethat he has, and hisrelationship with President Jiang who pursued this agreement with equa vigor,
iswhat made dl of the difference in findly achieving it. And with that, | know Gene wants to make a
couple of remarks, and then | think we will have afew minutes to take questions.

Gene Sperling: As Ambassador Barshefsky said thisis bigger than atrade agreement; it's about the U.S -
Chinareationship. It's about the future of the globa economy. It's about an increasing trend of countries
that have been outside of the globd, rule-based trading system coming within it and becoming part of atruly
open, free flowing, international economy that we believe will lead to grester freedom and greater global



prosperity. We truly praise the President and leadership in China, Presdent Jang and Premier Zhu for
putting the long-term U.S.-China relationship above short-term politica expediency. Thiswill be difficult
paliticdly for everyone involved, but it is the right thing for the U.S. economy. It is the right thing for
Chinese economic reform, and it'stheright thing for the future of the globa economy. | want to make clear
that this has been one of the highest priorities of both the Presdents national economic team and his
nationa security team. | want to, in addition to the people who are here, dl the people that Charlene
mentioned, Macolm Lee, from my staff, and | dso wanted to redly thank our nationa security advisors,
Sandy Berger, who has made the relationship with China at the top of his priority list, and the rest of our
economic and security team, including Secretary Daey, Secretary Summers, Secretary Albright, Leon
Feurth, the Vice President'stop international advisor, Jm Steinberg, Lyle Brainard, Ken Lieberthal, Karen
Tramantano, and very much John Podesta, our Chief of Staff, who with Sandy and | had to coordinate very
much the difficult, but important and positive meetings. We have an excdlent drategic and substantive
Chief of Staff who has helped enormoudy. Theothersin the State Department, Susan Shirk, and | am sure
I've forgotten some.

Let me just make one more comment before opening up to questions. We know that now we will have
to make the case in the United States that this is a strong and good agreement. It resolves many of the
unresolved issuesfrom the past in apositiveway. Wefed that it will bevery strong for U.S. export-related
jobs and for some of the most important export industries in the United States, as well as being awin for
Chinese economic reform and Chinese consumers. However, we will throughout the Adminigiration put
out an al out effort to work with the Congressond leadership of both parties to pass permanent normal
trading relations status through the Congress. We don't expect it to be easy but we expect that when
people seethisded, seethe agreement and understand theimportance of thisfor the US-Chinardationship
and the future of the globa economy, they will understand that thisisin our nation's interest. Thank you.

Q: It seemsthat we only have about seven minutes for questions. We are writing the lead stories from
here but we haven't recelved any details and it's very hard to write from the press releases which are
extremdy vague. I'm wondering if there's some way tha you can leave behind or give us tonight more
detals? My question now isif Ms. Barshefsky could describe what were the main points of negotiation
during the last Six days and some

details about how they were resolved?

BARSHEFSKY: Let megiveyou just some generd detall on the overal agreement and thentalk about
the resolution of some of the unresolved issues from last Spring. These are just afew quick-hit facts.

Withrespect to overdl tariffs. Overdl tariff levelson averagewill declineto about seventeen percent. This
isan extremely good figure. With respect to agriculture, tariffswill decline sharply to roughly fourteen and-
ahdf or fifteen percent. In that range, there will be very sgnificant liberdization in the agriculture sector
including, most importantly, with respect to the bulk commodities: corn, whest, cotton, soy beans. What
we view asthe big-ticket items. Chinawill also not provide export subsidies. Thisisvery important inthe
fields of cotton, rice, and some other areas. There will be what's cdlled a tariff rate quota system set up
inagriculture. Thisisasort of the WTO mode of doing things. Thiswill significantly enhance market access
across the board, not only for bulk commodities but al the specidty agriculturd products.



Onindugtria goods, Chinawill grant essentidly full trading rights and digtribution rights; the right to import
and export directly without Chinese middlemen and to market through distribution, wholesde and retall,
after sde service, repair, maintenance, trangport -- the entire range of distribution related services.

Withrespect to non-tariff barriers, Chinawill diminated| quotasand al quantitativerestrictions. Everything
I'm talking about is generdly done well within five years, except in avery few cases, and in many of these
areas we complete the phase-outs in two to three years. So thisis an extremely strong agreement.

With respect to services. Weve covered the full range of services: banking, securities, telecom, as| said,
digribution, the professons, tourism, travel, trangport and so on and so forth. Thisis just an extremely
comprehengve and avery, very strong agreement.

Let metak alittle bit about the resolution of some of the unresolved issues aswell asacouple of changes
inthe agreement. We havetried to be sengtiveto concernsthat Chinahad onissuesthat werevery difficult
for Chinalagt soring in particular, while a the same time maintaining the fundamentd interests of the United
States. | think we have achieved an overdl srengthening of thisagreement. | will say inthat regard weve
aways taken the pogtion, very consgtently for dmost seven years, that the only bass on which we could
do an agreement would be acommercidly sound one. Weve never departed from that. This agreement
will pass any such test that could possibly be applied.

Two of the most important unresolved issuesfrom last Spring had to do with specid rules onimport surges
and on the application of a particular anti-dumping methodology caled the "non-market economy”
methodology. Last spring, China took the view that there must be a very redtrictive phase-out of these
provisons. We certainly agreed with Chinaat that time, that these provisions should not exist in perpetuity,
but we believed that they did need to exist for a reasonable period of time. With respect to what was
cdled the "specid safeguard rule” which is an anti-import surge rule into the United States, that provison
will exist for 12 years. With respect to the application of the "specid anti-dumping’ methodology, that
provison will exist for 15 years. With respect to the anti-dumping ethodology, our laws and regulations
do provide for the graduation of sectors or aneconomy asawhole, from theserulesif it can demondtrate
that it has become market-oriented. And as we've indicated to the Chinese of course, to the extent that
they request review of individua sectors, or the economy as awhole, wewill do that under the bounds of
our law.

Additiond issues outstanding last Spring included, for example, audio-visua issues, most epecialy motion
pictures, and that issue has been resolved by the agreement by Chinato alow for theimportation of motion
pictureson arevenue-sharing basis. Thisisextremely important, not only to our industry but to the industry
in Europe, Canada and esewhere. Thisis quite unprecedented.

With respect to tdlecom, we dso clarified distribution issues on audio-visud, which were undarified last
spring, and that isthe right to form joint ventures for distribution for videos and sound recordings and that
has now been secured.

With respect to a critical banking issue, and that was the issue of auto finance. China has now agreed to



dlow non-bank, and it's the non-bank hat's most critica. Foreign financid indtitutions can provide auto-
financing from the date of accession.

What we've done here -- because the auto sector is very important, and we have learned from many
mistakes in the way which autos have been handled in Japan, over the course of many decades -- isthat
we have put together avery substantia auto package. To do that we agreed with Chinato extend to 2006
rather than 2005, the phase-down of auto tariffsin Chinafrom 80-100 percent to 25 percent. Inexchange
for thelonger phase-out, which wasimportant to China, we have cut tariffsmorerapidly inthe earlier years
thanunder our previous understanding, becauise now that we have auto-finance from the date of accession,
we want to insure the maximum market access — which means lower tariffsup front, the auto finance from
the date of accession, and of course, we have full distribution rights as well as trade rights in that sector.
Thisisvery, very important to the United States with respect to autos.

On the question of securities, our main goa had beento insure that the Treasury Department in particular
would have aforum in which to consult with China on the development of its securities market, which, as
youknow, isvery underdeveloped. While Chinatypicaly turned to Hong Kong regul atorsfor advice, and
of course they are excdllent regulators, we and particularly the Treasury Department, were very anxious
to be able to participate in this kind of formulation of regulations and the development of capita markets
generdly in China, including with respect to market accessin the future. Y ou know from Larry Summers
trip here that a capita markets dia ogue has now been established to cover the totality of banking issues
aswell as securities and regulatory issues.

With respect to tedlecommunications. There was some ambiguity as to coverage of the internet from last
soring. This has now been fully covered. Thisis terribly important for the development of the Chinese
economy as well as for basic access for foreign telecommunications suppliers. In addition, we have
clarified further commitments on satellites and were pleased that we now have full coverage for satellites
in the context of telecommunications.

Ladt, textiles. Chinahasagreed to theincorporationinfull of our bilaterd textilesagreement. Thisisanine-
year, pre-existing agreement. Textile quotas would expire in 2005, congstent with WTO rules, but there
would be an additional four years after that of a specid anti-surge safeguard mechanism to insure amore
orderly trangtion to open trade in textiles with respect to China.

Last, with respect to telecom. Originally, our conception on telecom had been quite limited. Inward
invesment in telecom culminating in 51 percent four or five yearsdown theroad. The 51 percent issuewas
a very sgnificant issue for China. What we have done instead is to dlow for 49 percent investment by
foreign telecom providers in China from date of accesson. Thisis very sgnificant and unprecedented.
Movingto 50 percent in the second year after accession. And asyou know under Chineselaw, contractual
management and operationd participation is possiblein a50/50 dtuation. Here again, wetried to baance
aparticular sengtivity of Chinawith the absolute commercid interests of the United States, leading to an
overdl strengthening of the commitments particularly in terms of earlier accessa amuch greater level than
previous contemplated.



Indl of these ingances, we have, | think, affected very much awin/win for the United States and China.
For example, on autos where alonger phase-in wasimportant to China because somewhat greater earlier
access became important to us, in getting auto finance, we baanced our interests, and Chinawas able to
secure longer phase-in and we were able to secure tariff cuts much more consistent with the auto financing
package. Weve done the same in telecom and in afew other areas. We are extremely pleased with the
outcome, not just because it favorsthe United States, but because of the way we were ableto balance the
interests between the United States and China in a way tha strengthened both of us with respect to the
overdl package. Basicdly, the rest of the package is asyou know it to be. Asl said, thetest for us has
adways and cong stently been avery strong commercid agreement consistent with Chinasexport capability
and its gatus as one of the world's largest economies and by any measure we have achieved that god.

Q: I need two quick clarifications. Internet, did you specifically talk about ICP investment, whether
internet content providers, whether they can invest in China?

BARSHEFSKY: Yes. Yes Yes No longer anissue. We have rights of investment. We clearly
considered that internet accessissues, considering what will bethe dramatic growth not only of theinternet
worldwide but as you can imagine in China, to be one of the big economic issues for our country. So
securing that and making the internet issues clear and secure were atop priority for us.

Q: Andretall banking, U.S. or foreign participation and the percentages.

BARSHEFSKY: Yes andlet megiveyou, let mego through the bankingif I can.. Hangon.. Inaddition
to the auto finance commitments, which would cover of course, dso non-bank inditutions, for example
Ford Credit. It also covers the banking ingtitutions as well.

Let me just go through the general commitments. Foreign banks will be able to conduct local currency
business with Chinese enterprises two years after accession. Foreign banks will be able to conduct loca
currency business with Chinese individuds five years from accesson. Foreign banks will have the same
rights as Chinese banks within the various geographic areas, in other words nationa trestment. Thiswas
absolutely critica. Both geographic and customer restrictions will be completely removed in five years.

Branching of course will be permitted. | think those are the mgjor commitments, dong with securing the
auto finance. With respect to securities, where China has a very underdeveloped market, thisis. The
capital market dial ogue was absolutdly critical because of the under-devel oped and under-regul ated nature
of Chinese securities markets. What we have done in securities is to, at the present time, have minority,
foreign-owned joint ventures able to engage in fund management on the sametermsas Chinesefirms. As
the scope of business expandsfor Chinesefirms, foreign joint ventureswill enjoy the same expansoninthe
scope of business. Again, thisnationd trestment issue is very, very important. Minority joint ventures will
a so be able to underwrite domestic securitiesissues and underwrite trade in forelgn currency denominated
securities, both debt and equity. That, coupled with the Summers capitd markets diad ogue as necessary
regulation as developed and expanded will go hand in hand within further expanson and market access
both for Chinese securities firms as well as US securities firms.



Q: What'sthe minority stake?

BARSHEFSKY': For thefund management companiesit will beinitidly 33percent going up to 49 percent
inthree years. For the securities companies that engage in underwriting it is 33 percent.

Q: (inaudible)

GENE SPERLING: We had two meetingswith Premier Zhu Rongji. Therewasamesting thismorning
with him that was very helpful in resolving the findl issues We met with him. He cameto MOFTEC and
Charlene and I met with him and that was certainly a pivota meeting resolving the last few issues.

BARSHEFSKY: Thank you
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