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Revised Trans-Pacific Partnership Agreement: Negotiating
Mandate

Proposal

1 The new coalition government has expressed concern ab‘eLTt mvestment protocols

in trade agreements unduly undermining the soverelgn \Qghts of New ZE?a!and
governments in the future to govern in the interests of Neyv Zealand Cab\met appréval is
accordingly sought for a changed negotiating marﬁétq\m partlquQr’fbr\? keylsed Trans-

L o i o T
Pacific Partnership (TPP) Agreement. “"\\\i \\ \)v e \ \
Executive summary AL\ =, b \E»
\ N / J \ —\

2 The two most mportantﬂchaﬂges proposed\are\\t\b\ \\J
) \\\,)
a) the overseas rr?vé\trrﬁnt }ule pr \ \‘{ @v@ investments by overseas investors

into New Zealand;
W ?a a \ )\\/

b) mvestor/s*tatg d Ispute\§qtt@r%egt (ISDS) provisions.

3 @ep&ﬁte Cabinet baper addresses overseas investment rules. It focuses on

¢ everéeas)purchasérs bf ‘New Zealand homes and proposes solutions outside of the TPP
negetratlng p%g 5. \Further papers are expected on other aspects of overseas
mvestmarﬁt(n t > €ar future.

,,4 '\/Thls paper proposes resetting New Zealand’s approach to ISDS clauses, both
¥ \under TPP and other future negotiations.

’ *5‘ In the wake of the US withdrawal from TPP, New Zealand is engaged in free trade
agreement negotiations with Australia, Brunei Darussalam, Canada, Chile, Japan,
Malaysia, Mexico, Peru, Singapore, and Viet Nam. These 10 economies collectively
account for almost 31 percent of New Zealand’s total goods exports by value which
amounted to NZ$15.2 billion in the year to the end of June. They also account for 31
percent of New Zealand’s total service exports by value or approximately NZ$6.8 billion
during the same period.? Approximately two-thirds (66 percent) of the foreign direct
investment in New Zealand was from these economies, and more than half (55 percent)

of New Zealand overseas direct investment was in the grouping.?

1 Legal privilege is asserted for paragraphs 12 and 26-31 of this paper.

2 Likely to be an underestimate because the figures exclude Chile and Peru where services data is not
available.

3 Likely to be an underestimate because the figures exclude Malaysia, Chile, and Mexico where investment
data is not available.
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6 Based on current trade, a concluded agreement will reduce tariffs for New Zealand
exporters by an estimated NZ$92 million in the first year of an agreement coming into
force rising to NZ$222 million per year once tariffs have been fully eliminated or reduced.
Further detail on New Zealand's interests in the Agreement is provided in Annex I.

F Negotiations for a revised TPP Agreement may be substantively concluded in time
for an announcement by Leaders at the Asia Pacific Economic Cooperation (APEC)
Summit in Viet Nam on 10 November.

8 The new Agreement will incorporate much of the- orlgmal TPP text ( 9(2)( -

), but there- wun/b%s;g nlftca/nt dl(féfences* Wwith a
limited number of provisions suspended, some\\r%vis}d/technlcal proylgéns, and the
Agreement may have a different name. \\ X /;‘ <‘ X _7_,/

\////

9 Consensus has already been reathec] a}nong the fl Partles to suspend several
obligations that attracted dome?c criticism in Ne\(v Zeg]an@,and/or were among the main
quantifiable costs to New(Zea Qd),rn the TR ATbE\ includes requirements related to
Pharmac, intellectual pnﬁpenty provus:Qnwaa Reg%rd to biologic medicines, and one of
the two patent };erm\exl;enslon obllgatmng_\ :

10 SR 2 AR

B // N A NN
S LR X N _\\/

g

— \1”1 4% \In addition, negotiators will seek to make ISDS a voluntary mechanism for
y\iew Zealand. This is expected to be very difficult to achieve. As a fall-back position,

=5 negotiators will seek to narrow the scope of investment provisions that are subject to
ISDS, though this too is expected to be difficult to secure,

sﬁ@aj

12 Policy options to ban overseas buyers from purchasing existing New Zealand
homes are addressed in a separate Cabinet paper. h

13  Retaining the Treaty of Waitangi exception is non-negotiable as is sustaining the
emstmg Pharmac model. In addition, protecting market access outcomes is essential, s9(2)(j)

$9(2)())
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Background

14 New Zealand has signed (February 2016) and ratified (May 2017) the TPP
Agreement concluded in November 2015 among 12 economies. Despite Japan also
having completed its steps to ratify, the decision by the new US Administration in
January that the US would not become a Party to the Agreement means the TPP cannot
enter into force. In the absence of US participation, it is not possible to meet the required
entry-into-force threshold - that is ratification by original su_:;natones that together e
account for at least 85 percent of their combined gross domestic produt;t In 2\0]:3 _;ij_- t \
15 Following the withdrawal of the US, the remaining- 1\1 51gnator|es hav& beén
negotiating a revised TPP in order to secure its reglonal stra@e/glc\and economlc beneﬁts
Negotiators are meeting in Tokyo, Japan, from 30 Octciber = LNovembe(\and then again

in Da Nang, Viet Nam, from 6 November, \\ (\) )\ J

16 Trade Ministers from Austray@ Ruha \Darussalam> \C\anada Chile, Japan,
Malaysia, Mexico, Peru, Singapore, Vlet\Nam and New/Z\eEa ¢ are due to meet on 8 and
9 November in the margins of\tk(a jﬂx ia- Frale'C/E\GOU\\OﬁniQ ﬂ:éoperatlon (APEC) meeting in
Da Nang to review ofﬂc: 55 ork Depend\r@ en pr gress, Leaders may be able to
announce the substantw \cb’nclusmq K}a ions at a TPP11 Leaders’ Summit
scheduled for :LQ ngeng[be’r)though’tn‘sy /necessarlly assured.

( \/ /\
17 I\Sew Zezﬂar\d may Qge\ épp?vo \éwed to co-chair the TPP Ministerial meeting and
potti tially \/th\ef Leaders’ um rjut This recognises our role as TPP Depositary.?
,_,,\ )vsi Zealg ‘s Trade Mrmst\er co -chaired an equivalent meeting in May.

.\
(\

C\ommen'; S\ u A

13\ Eyéq\\fj)chout the US a TPP11 Agreement would provide us with preferential

- (at;eess “for the first time into Japan, the world’s third-largest economy and our fifth-

I,r( % Largest export market in the year to June 2017, as well as Canada (our 13" largest
‘ xport market), Mexico (21%), and Peru (46™).

19  The Agreement would also provide some of the best access of any New Zealand
free trade agreement in respect of services, investment and government procurement
delivering benefits for businesses over and above some of the commitments in our
existing free trade agreements with Chile, Singapore, Malaysia, Viet Nam and Brunei.

20 TPP's labour and environment outcomes are the most comprehensive New
Zealand has achieved in a free trade agreement. Both of these are legally enforceable,
for the first time. This will help raise labour and environment standards in the region
and reduce the impact of unfair practices. The Agreement is also a world first in
including a prohibition on granting or maintaining subsidies that contribute to illegal,

4 As Depositary, New Zealand is responsible for receiving and circulating specified notifications and requests
made under TPP, as well as other responsibilities in helping to administer the Agreement.
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unreported or unregulated (IUU) fishing or that negatively affect stocks that are in an
overfished condition as part of a number of other obligations to help deter IUU fishing.

Controversial rules suspended

21  The revised TPP11 Agreement will be a standalone treaty that incorporates most
of the original TPP, but with some significant differences. These changes include:
¢ suspension of a limited number of rules
* a simplified entry into force provision so the revised Agreement will not be reliant
on every Party ratifying it as is the case with the existing Agreement;
*  an accession provision to allow membership to expand over tlme and
¢ an as yet undecided new name. §

2 A0 ASANVSY B

5 \

23 Several provisions that attracted d mes{{}c}\rl%t2:|sm in Néw (Zeeﬂand during the
previous TPP process have already been ag éd for suspehé\oh Tl'us includes removing
an obligation for Pharmac to make éd\mlhf ratlve chan\ges l‘orB greater transparency,
including a new review rngc\h@msm, at an— ;xrqnt \H)st of NZ$4.5 million and
NZ$2.2 million per year,tg r‘e/éﬁter/lf is a|Sd\I o(tvn’c to note that Pharmac’s structure
has been protecteq\PGQL)m cs bul)( ReS pr}o ttﬁe “and decide what pharmaceuticals are
funded in New/;éa@nd’,:and the~ r\eétmah model it uses to achieve the best health
outcomes fror\ﬁtﬁe\fu ndlng avatlab\e(\glll not be affected by the revised Agreement.

24 < ée,théwls'.;ues that will al\a be suspended at this stage are requirements for:
{ \"-l\ h;fw biologica \armaceutrcals to be afforded either eight years’ data protection,
% \ \/ or five. \e\aﬁr}/alo g with other measures to provide additional effective market
_pr t%t
g\ the termj})f a patent to be extended to compensate for any unreasonable delays in

X T

_/‘ % the patent examination process.

|\ 25 Consensus may also be reached among the 11 Parties to suspend a number of

other provisions at the next negotiating meeting on 30 October.s9(2)(j)

s6(a)
Investor State Dispute Settlement

6 Biologics are medicines made from the protein-producing cells of living organisms. They can face
competition from their generic biosimilars.
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26 Officials advise that there are two main impediments to carving out ISDS from the
new Agreement:

e Explicit opposition because ISDS is a
commercial priority for them; and

An unwillingness from others to engage in these discussions because time is
limited.

27 Notwithstanding these challenges, and if Ministers agree, New Zealand’s
negotiators will seek to make ISDS a voluntary mechanism for New Zealand in the
revised Agreement during the forthcoming meetings on 30 October. s9(2)(3)

N\ 3 )
28 At the same time; _962)6 __;2’

R NS P (/" % T negotlators will also work to build a
coalition of TPP patt\e(rs i‘o narm‘withé\ scope of the ISDS mechanism in the revised

Agreemeqt l:f\( rgmovmg coye\agg of investment agreements and investment

author (IS t\ic{/ﬁ ,@ \ O

(\v/) ' \\\/,\ &

\29\3{59(2) (})L »>/

L \i/\

:\\’ \’/)\ — It is also possible that if we insist on a

/_,.,\\ Iuhtary ISDS approach, other partners will move on with the Agreement without
( ( )N)v Zealand’s participation.

Officials  will, however, strive to sécure an improved ISDS outcome for
New Zealand.

Screening overseas investors in residential land

30 59(2)(h)

s9(2

9 In general terms, an investment authorisation is an authorisation granted by an authority to an investor of
another Party, and an investment agreement is an agreement between a central government authority and an

investor or covered investment of another Party, but there are a range of qualifications to this. These terms are
specifically defined in Article 9.1 of the TPP.
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s9(2)(h)

31 [9(2)(h)

oA
Al P
SN2
3 NS
o NN QW o~ ( o >
ey A\ \ v\\;\\\:f /
PALEL T i T T e
N , \ \ \ /‘ <4
\\ N\ \’\ < \\\\ \I\. )
B

“ AN\ .\\ -
AN N k@ et
= f\ \ \\U\)\/ /\i’\’\\(\ \\\/\
\S), AL DOV
Q) A ™

/3\ y
%) Oﬁ‘mals a Forekg t) fence and Trade Select Committee with
respect to n \n\f/r cate Qr f)con rol for overseas investment in residential land
under KoY ZeaI s: “[iln respect of the KNZFTA, the consistency of
me\&\s rﬁé see altet: rules in respect of foreign investment would hinge on

Bbﬁiép tfific fact Weasure and their application. The current operation of the

&e eas In EE» Ct is not impacted by the FTA, including the requirement for
conse;g{:‘f th sition of sensitive land.”*°

<\ A\

~34 @0

10 see MFAT Advice to FADTC “Supplementary Information on the Free Trade Agreement between
New Zealand and the Republic of Korea” p 5, provided on 8 May 2015,
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Other changes to overseas investment regime

35 [s9(2)(h)

36 59(2)(h)

P .
e\ ///\/ AL
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Retaf @ comes
/

R )\ < z;Treaty of Waitangi exception in New Zealand’s free trade agreements will be
//(ﬂ\ LQ)ame’d in this new Agreement. This exception is a strong and unique provision which
\\ / rotects Maori interests by providing flexibility for the Government to implement

domestic policies in relation to Maori, including in fulfilment of the Crown’s obligations
under the Treaty, without being obliged to offer equivalent treatment to persons of other
countries. The clause is self-judging; it is for New Zealand to determine what measures it
deems necessary to accord more favourable treatment to M3ori. The Waitangi Tribunal,
in its consideration of the same clause in the context of TPP in WAI 2522, considered that
the clause protects Maori interests

39 s6(a), s9(2)(j)
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s6§aj;‘ The concern is that reopening the market access outcomes to
renegotiation would unravel the agreement altogether. [s6(a), s9(2)(j)

Outlook for Da Nang

40 s6()

D D

Q /\i\ ZEIPRN

N o LY

/_\\\ Y \\/\' - [\( ‘///) \\‘,\
s ST A Y )
B ~ \‘\ \3 b 5 \ '.C\ \\\\__' e
A\ o v R b
\ ‘

41 [s6(a) //N(\C(;“) . fr\\\\é‘/\
\ ! ) N

\/-(O \(b’xé@ B \\ﬁ%

o&

42~ w@xp ould \ﬁe significantly disadvantaged should a new Agreement go
<\ hou In that situation some of our closest competitors would
enfoy sus e entlal access over New Zealand in key Asia-Pacific markets. We
are nob e any negotiations that would provide an alternative pathway to a free

tré\di gﬂeement with Canada. r9(2)(J

(( O >5\>

s9(2)(3)
s9(2)()

Substantive conclusion of negotiations

43 500

ECON-34-7513



Page 9 of 16

e After signing, several domestic steps, including Parliamentary treaty examination
in New Zealand, would be needed to ratify the new Agreement. Signalling that joining a
consensus on substantive conclusion is not the same as agreeing to ratify!56§a§

45 A separate Cabinet Paper will be prepared that canvasses options to \add value to \\

any outcome including on progressive and inclusive trade element§ ‘sugh ajs “trade and‘x
gender; trade and indigenous issues; trade and climate change /and trade “and reglonal )

economic development.(s9(2)(g)(i)

Consultation

% d
46 The Treasury, Ministry of Business, I\nnov\a}tgn,and Emplayment,ﬂmnstry for Primary
Industries, Ministry for the Enwronment) rhlstry Qf Hea\th Pﬁarmac, New Zealand

Customs Service, and Te Pum KDKII‘I were consu@ed TQ the preparation of this paper.
£ o \ /)

Financial |mpI|cattor15“\‘\ ‘,/>\f' c \\ < AN >

47 Costs assoql\te{wﬁh Ne eﬁla cks)paftic1patlon in these negotiations are being
met through ex‘stmg basel RES; \;\Ertly the existing interagency Trade Negotiations
Fund _a ?m(nstek/'ed by the er\% Foreign Affairs and Trade. The Ministry of Foreign
Aff; lrs an@ “Trade r‘Q eived' nding through Budget 2017 to progress free trade
\ag’pee>ment negotlgyoﬂs\aﬁd implementation.

,—.\

48) _J'Q e w3ll\bé future implications for departmental resources and implementation
costspﬁ\a\n “Agreement among the 11, but these are currently uncertain. We expect
costs to be lower under a new Agreement compared to the original TPP because of the
{ikely suspensmns Ministers will be kept informed of likely fiscal implications of the final
N agreement Agencies will manage the costs associated with implementation through
existing baselines or through cross-agency reprioritisation. Ministers will have the
opportunity to consider any residual funding requirements through the annual Budget
process.

Human rights

49 The proposals contained in this Cabinet paper relating to screening of overseas
investors in residential land have implications concerning consistency with the
New Zealand Bill of Rights Act 1990, and the Human Rights Act 1993. As noted in the
separate Cabinet Paper on this topic, a final view as to whether the proposals appear to
be consistent with the Bill of Rights Act will be possible once the legislation has been
drafted. Officials from the Ministry of Justice and The Treasury will work together on this

issuesQ(Zjﬁhj
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Legislative implications

50 There are no legislative implications arising from this paper. However, legislative
changes will be required before New Zealand can ratify a new agreement. Ministers will
be updated as these become apparent, but it is anticipated these will be in line with the
changes already undertaken to ratify the original Agreement.

Regulatory impact analysis

51 A Regulatory Impact Statement is not required at this stage as there are no
legislative or regulatory implications arising from this paper. If and wh\en further

decisions are sought from Ministers that require consideration of Ieglslatlve Qr regulatory -~
options for implementation, assessments of regulatory impact wﬂ[ be \prewded An
extended National Interest Analysis (incorporating a Regulatory Impact Analysrs) wull‘ h\e AV

presented to Cabinet when negotiations have conclutjed'fand the: text of an\;( new-'f?"
agreement is submitted for approval for signature. ¢ ' o

Gender implications (\
< \ \ ‘ ~\ \
nZ No gender implications statemem\ls ﬁeqLQred

Disability perspectlve / \\ ) ‘ ;‘i.'\‘;-\\.‘\ NS

\\/

53  No disability pe;spéc v\e/st‘ateme(nt is Qeqmrvedz .
)

( \_\\;\Q_\_f/ /\i \'::}\E‘:_‘j/
EEPRCNN\M
54 /‘ﬂ\e Prirﬁe»Mlmster a\ld\\Mmrs’cer for Trade and Export Growth will be the primary
,spokesée bﬁe for any new Agpéement The Ministry of Foreign Affairs and Trade would
\Iead \Hemesth \eR?QEge\m,ent to ensure that all interested New Zealanders have the
o\pportunl Y to‘d\: qgss issues of interest. In the wake of WAI 2522, and assurances given
to Maorj {natﬁa): fnrocess, active engagement with Maori including iwi and claimants is
env sa’géd VVe will keep relevant Ministers updated, as appropriate, on these plans.

Publicity

4 K/\ \ ol
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Recommendations
55  The Minister for Trade and Export Growth recommend(s) that the Committee:

1 Note that separate advice is being provided to Cabinet on banning overseas
buyers from purchasing existing New Zealand homes;

2 Agree that New Zealand’s negotiating approach to the inclusion of investor
state dispute settlement (ISDS) clauses be essentially reversed in the TPP
negotiations and future negotiations for other trade agreements;

3 Note officials assess that it will be very difficult to change QI’\'
already agreed outcomes on ISDS under the TPP Agreement, N

\‘-\

renegotiate‘_, >

4 Agree that negotiators should nevertheless seek- t;e make \ISDS voluntary for
New Zealand through a series of recnprocal bllgteral \side ag(eements where

possible; FONE 2 \\‘\:\-T__,,,\
A \\\\\\)\/ m-\"\&\\ ')‘,\;‘
5 Agree that negotiators should smu[tgm\e\ously see:kr to narmw the scope of
ISDS in the new Agreement; <\\ \) ‘-.'\_"‘) A \\ ‘\:> W
—_— //’ K= e ;\- L™
659(2)() _AO) OV
e <;’/:> \\\,\,/"/ — R\ <\‘:’\} L\j\\ \‘5\‘/\
(Con e Ao O
R — )N /;x\ ) .
N \ Y>l\<L'// ./\(\ SN = 74
D> AN\
_/7< oteCtbat Annex. I\\io ntains an outline of New Zealand’s interests in the

- \Ag{-: ment \\\
\ K)/)\ \ ,-/ A >
\> 8 Not ‘chat‘vweﬁre entering into the final phase of negotiations toward a revised

rﬁémg JLVTPP Agreement;

o~ o /J/
& _}‘.\/B\N)ote that, with the withdrawal of the United States from TPP, negotiators are
‘revising the original Agreement,

1039(2)()

11 Note that the approach by all Parties to date has been not to renegotiate
provisions or market access, but only suspend specific rules provisionss9(2)(j)

12 Note that the Treaty of Waitangi exception in New Zealand’s free trade
agreements is a non-negotiable provision that will be retained in this new
Agreement;

13 Note that this exception is a strong and unique provision which protects Maori
interests by providing flexibility for the Government to implement domestic

ECON-34-7513
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policies in relation to Maori, including in fulfilment of the Crown’s obligations under
the Treaty, without being obliged to offer equivalent treatment to persons of other
countries;

14 Note that the Ilabour and environment outcomes will be the most
comprehensive New Zealand has achieved in a free trade agreement with both of
these legally enforceable for the first time;

15 Note that the Agreement will also be a world first in including a prohibition
granting or maintaining subsidies that contribute to illegal, unreported or

unregulated (IUU) fishing or that negatively affect stocks that are ln an overfished
condition; N\

16 Note that Pharmac’s ability to prioritise and decide what\pharmaceutu:als \are
funded in New Zealand, and the negotiating model (It uses to achleve the b&st
health outcomes from the funding avallable W|H not be affected” by the té:wsed
Agreement; e \ </’\ = ,/( ~O\ \
A \ \ ije \ ), A

17 Note that progress is belng (rna‘d\e\m\suspen\mg\ sevéral provisions that
attracted domestic controversy\ mc\ﬁdmg pravn§|005 that imposed costs on
New Zealand, including:. f‘,’f—-\ L \\" e "

e an obllgatlon fdl; \Pb,a mac to/make\\%in‘nhtstratwe changes for greater
transparp@ \mcm\dmg a ne \\\r vé,w mechanism, which has an upfront
T} 4’/5 million-an ;\!\e}ﬁ 2 million per year thereafter;

irérnent to\prb\wde> new blologlcal pharmaceuticals with either eight
A0\ X ygar  data p@@\?on\\ﬂ\' five years along with other measures to provide
/\ A\ M /a ditional effect\z market protection;

//\ l.jjx.\‘ ¢ 2 re Qrem@t to extend the term of a patent to compensate for any

A

20 Authorise the Prime Minister, Minister for Trade and Export Growth, Minister
of Finance, and the relevant portfolio Minister(s) to have delegated authority to

make final decisions about substantively concluding negotiations for the
Agreement;

2159(2)0)
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22 Note that agencies, led by the Ministry of Foreign Affairs and Trade, will
conduct extensive consultation with Maori and wider civil society prior to signature
and ratification of the agreement;

23 Note that if a new Agreement among the 11 economies is concluded, Cabinet
approval will be sought to sign this treaty;

24 Note that the new Agreement and the accompanying National Interest
Analysis will be examined by the House of Representatives in accordance with
Standing Orders;

o

25 Note that the cost of the negotiating process is being met from departmental /
baselines, and implementation costs are expected to be - madést \and wherE\
possible, met from baselines or through cross- agency repruorltlsation and [ ‘y")

) \,~ N
26 Note that Ministers will be informed of devgioﬁﬁﬂe s in negotlatiqns thgt are

likely to result in fiscal implications, and will b é invi e:%l to ceﬁsrd k> ahy: residual
W ‘%
; \

funding requirements through the Budg\eﬁq‘roces N2 \(\
AR NS
A\ %1 S~ = \\ \ \‘, \
% Y \\ X V\\ «\\”
) P |\ =
P () \ j/ _ﬁ\(Oj\\\b S
Hon David Parké( )\ K&))\) g
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K AN \>
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Annex I - Summary of New Zealand interests in TPP11

56 [s9(2)(9)(i)

b7 In the meantime, independent and publicly available results from economic
modelling by Japan’s National Graduate Institute of Policy Studies’ suggest that the 11-
member FTA would boost New Zealand’s gross domestic product 4.3 percent after 10
years compared to a baseline projection.*? This research found that GDP autcomes for
New Zealand would not be significantly different between the two- Agreements This- 15> %)
primarily because the loss of access for New Zealand exporters- mto tﬁe Us mgrket g;, ) N
offset by gains in having less US competition in other TPP. markets Taklng a consenvatlve
approach, and applying this finding to MFAT’s earller quellmg, mdlcates an mcre;ase of
NZ$2.5 billion 10 years after entry into force. i‘ \ </> //\ SR

& "\ \ \ ]

58 Tariffs on all products of New Zeagamd’s\ tra\qe rntere§t wlll\he ellmlnated except
certain dairy products in Japan, Canad and MexTCO and ‘bgef mt:o Japan where the tariff
will be substantially reduced. Based ‘on /currer’Q \trade,( thrs will reduce tariffs for
New Zealand exporters by an)egt a}ed NZ$92 mi l\o\h tn/the first year of an agreement
coming into force rlsmg)‘to//ﬂ}! 222 |I{|o\\n fbér\year once tariffs have been fully
eliminated or redueeQ\El‘hns)t:ommges*t an‘e\;nmated NZ$4.2 million of foregone annual
tariff revenue/oncé} Ngw Zea!arr \ﬁaé\ehm’lnated all its duties required under the

AgreemF{-nt ‘ \‘ f\/\‘\f /\\ N
EEN N:ém} Zeélan‘d dairy e,gp}art\e V_9(2)(g)(|
< e N \;}» 2 g with an estimated
f

NZ§83 mllj;on)\h ff}eductlons through preferential access to new quotas into Japan
alone, AL L \

\\ \_//

60‘\ Tarlffs on beef exports to Japan will reduce from 38.5 percent to 9 percent, the
( 7 allowing New Zealand
}:xﬁorters to immediately correct the advantage Australia currently enjoys through its
“ bilateral Japan-Australia FTA. This has been exacerbated recently as New Zealand frozen
beef exports face a snapback duty of 50 percent as WTO safeguard levels have been
triggered, while Australian exporters continue to trade with a preferential tariff as its
trade sits outside the WTO volumes.** Japan’s recently concluded Economic Partnership
Agreement with the EU would increase the pressure on a range of New Zealand exporters
in that market should it enter into force before an Agreement including New Zealand can
be realised.**

12 Emergent Uncertainty in Regional Integration — Economic Impacts of Alternative RTA Scenarios, GRIPS
Discussion Paper 16-28, January 2017, author: Kenichi Kawasaki:

https://ideas.repec.org/p/nqgi/dpaper/16-28.html; https://ideas.repec.org/p/ngi/dpaper/16-27,html.
13 Under the original Agreement, if total beef imports to Japan from all TPP Parties reach more than 590,000

tonnes in the first year then the applied tariff will go from the preferential rate to 50 percent. The safeguard”
volume will rise and “snapback” duty rate decrease gradually over 24 years.

14 The EU-Japan FTA has been politically concluded and is not yet in force.

ECON-34-7513



Page 15 of 16

61 In other examples, all tariffs for New Zealand kiwifruit will be eliminated at entry
into force, including duty free access to Japan - Zespri's largest market - representing
tariff reductions of more than NZ$25 million. All tariffs on New Zealand wine will be
eliminated, including immediate duty free access to Canada - New Zealand's 4th-largest
wine market. While all tariffs on New Zealand apples will be eliminated within 11 years
levelling the playing field with Australian apple exporters which currently enjoy

preferential access into Japan. Full tariff outcomes by sector are summarised in Table 1.

Table 1: Estimated Tariff Savings by Sector under TPP-11

Sector

Annual NZ exports

(2012-14 average)

Estimated TPP-11
duties paid

Estimated tariff savings
per year (once fully

: "6\2
“establish a platform of high quality rules and standards to encourage trade and
investment in the Asia-Pacific at a time when the global trading system is under
pressure. The Agreement’s rules will help harmonise rules across a group of Asia-Pacific
economies providing greater certainty and reducing compliance costs for New Zealand
businesses trading in the region. For example, the prohibition on the use of agricultural
export subsidies; rules of origin procedures that allow for trans-shipment and
streamlined procedures for traders to claim tariff preferences; and new regulatory
coherence disciplines should, over time, lead to more consistent and transparent
approaches to regulation.

63 Realisation of the Agreement would signal a continued political commitment to
regional economic integrations6(a

annually lmplemented)
Dairy $1,273 million $117 million $86 }n||||on ~\(Up VP
Meat $554 million $82 million - i\;> $65 mllllon /r !
Horticulture $557 million §33million) )| J. $33 million
AR NN T /: i N
OthEl' . - g ‘\.\‘\ ",\‘ \\-r\_‘."’/': = (_," *t: \_‘. \ : U. —
Aarleltire $186 million B \A‘-\V_‘;$}L8,,mlll|0|j\1,\-\\ \-‘IY.%,;“;.\"' $10 million
R N P \‘. “.\‘ \\'\ i
Forestry $594 1 mmjéh _\_ ‘] ) $g.1"ﬁ1;i\u‘roh‘ |\ $11 million
( ,/\L =T \k e
Fisheries $20% )len A ((\i;?\rhlll[on $9 million
5 / N j »,,:,/'
Wine O \ \$112 mjl{loni \ Y $4 million $4 million
\ X N o <
InglList‘rlg s\ ,$1\116 mnuén $3 million $3 million
N & e ’\ \\ \ «) \ =
Te)kti[es‘ (O .\ $44 million $1 million $1 million
‘(\‘. 1\ l | \
‘4_1 //H .\\\"\L_F /,'
Total >\ V[ $4,642 million $278 million $222 million
) Beyond the individual economic gains, proceeding with the Agreement will
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64 It is envisaged that longer term membership would expand to include other
economies and, in so doing, further increase the value of the Agreement for New Zealand
exporters, and better align regional rules and trading standards.
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CAB-17-MIN-0488

Cabinet

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Revised Trans-Pacific Partnership Agreement: Negotiating Mandate

</A‘

Portfolio Trade and Export Growth

On 31 October 2017, Cabinet: FC R M “

1 noted that agreement is sought to an amended,négot;a}n'fg/rhaudate[fpr a\I?eVJSBd Trans-

Pacific Partnership (TPP) Agreement; . \\ \// \\
2 noted that Cabinet has taken separat; demSmns on banm:\n‘gxoverseas buyers from purchasing
existing New Zealand homcs GAB 19= MIN 0489]“ \
/ "; N\ ‘\ " P 2
3 agreed that New ZeaLand e ot1at1ngf rbac ‘to\he inclusion of investor state dispute

settlement (ISDS lausés\be esse:?a@ v Sed in the TPP negotiations and future
negotmtmn@for\b ér frade agreé ents;
/'\\ L \\
4 (nojéd\thai\ ofﬁcxals have' aﬁse\ss\cdfthat it will be very difficult to change or renegotiate
: '-Tj'alrgadxageed ou‘thmes on’ i‘S}DS under the TPP Agreement;
rJ \ N \v £
g agreed'thg \n\eé? ots should nevertheless seek to make ISDS voluntary for New Zealand
thrqug\ a )senb of reciprocal bilateral side agreements where possible;
AN
6 agreed that negotiators should simultaneously seek to narrow the scope of ISDS in the new
O\ Agreement;

7 "59(2)0)

8 noted that Annex I attached to the submission under CAB-17-SUB-0488 contains an outline
of New Zealand’s interests in the Agreement;

9 noted that New Zealand is entering into the final phase of negotiations toward a revised 11-
member TPP Agreement;

10 noted that, with the withdrawal of the United States from TPP, negotiators are revising the
original Agreement-

11 59(2)0)
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12 noted that the approach by all Parties to date has been not to renegotiate provisions or
market access, but only suspend specific rules provisions559(2)(j)

13 noted that the Treaty of Waitangi exception in New Zealand’s free trade agreements is a
non-negotiable provision that will be retained in this new Agreement;

14 noted that the Treaty of Waitangi exception is a strong and unique provision which protects
Maori interests by providing flexibility for the government to implement domestic policies
in relation to Méori, including in fulfilment of the Crown’s obligations under the Treaty,
without being obliged to offer equivalent treatment to persons of other countries;

15 noted that the labour and environment outcomes will be the most comprehensive New
Zealand has achieved in a free trade agreement with both of these legally enforceable for the
first time; L4

('
A\
N

) \.‘-. ; ""‘: ; XN
16 noted that the Agreement will also be a world first in mcludmg a prohrbltloﬁ grantmg or\j :

maintaining subsidies that contribute to illegal, unreported or’ unregulated (IU'U) fi slnng,or
that negatively affect stocks that are in an overfished cqnditmn

\ \\*i\‘ ‘/‘
,-»'—" \ ‘\ /

17 noted that Pharmac’s ability to prioritise and egldc,w/hat phal;macédtlcéls are funded in
New Zealand, and the negotiating model'it usesta\achleve the 6e§t\lf(ealth outcomes from the
funding available, will not be affected\by ﬁ;e\ rev1sed Agfqemerxt“

18 noted that progress is bgmg m: dé }n suspendm sqvéral provwwns that attracted domestic
controversy mcludmgprovg/\ /ons/that 1mpos§1)/db ts on New Zealand, including:
: el
18.1 an obhharﬁbq\ ,p%’harmac\to/éiéke aJdmmlstratwe changes for greater transparency,
mcludl ganew re rqw hanism, which has an upfront cost of NZ$4.5 million
\an d\NZ 2 2 mllllﬁl‘p\eryear thereafter;

£ / A &
< &7 J\S \2 e requu er{i\to/“prowde new biological pharmaceuticals with either eight years’
\ n or five years along with other measures to provide additional
- S\ \ qzaf't}efﬂ;l\}eY market protection;
( ( g5 \\ \

183 a reqmrement to extend the term of a patent to compensate for any unreasonable
¢ delays in the patent examination process;

(( “-\“ ] \‘\‘:,:
19 agreed that negotiators will not accept any reduction to our market access outcomes;

20  59(2)(4)

21 authorised the Prime Minister, Minister of Foreign Affairs, Minister for Trade and Export
Growth, Minister of Finance, and relevant portfolio Minister(s) to have delegated authority
to make final decisions about substantively concluding negotiations for the Agreement;

22 89(2)()

23 noted that agencies, led by the Ministry of Foreign Affairs and Trade, will conduct
extensive consultation with Maori and wider civil society prior to signature and ratification
of the agreement;

24 noted that if a new Agreement among the 11 economies is concluded, Cabinet approval will
be sought to sign the treaty;
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25 noted that the new Agreement and the accompanying National Interest Analysis will be
examined by the House of Representatives in accordance with Standing Orders;

26 noted that the cost of the negotiating process is being met from departmental baselines, and
implementation costs are expected to be modest and, where possible, met from baselines or
through cross-agency reprioritisation;

2 noted that Ministers will be informed of developments in negotiations that are likely to
result in fiscal implications, and will be invited to consider any residual funding
requirements through the Budget process;

28 invited the Minister of Trade and Export Growth to report back to Cabinet with further
advice on the following matters:

28.1 the proposed work on a new progressive and inclusive trade agen”d@, o e

/'\\- \/ \ \ /‘

28.2  the process following the conclusion of negotlatlons ona I'B\’ISE\& TPP Agreen{cht, ¥
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