ARTICLE 5: ENVIRONMENT

1. The Parties recognize that it is inappropriate to encourage trade by relaxing
domestic environmental laws. Accordingly, each Party shall strive to ensure that it does
not waive or otherwise derogate from, or offer to waive or otherwise derogate from, such
laws as an encouragement for trade with the other Party.

2. Recognizing the right of each Party to establish its own levels of domestic
environmental protection and environmental development policies and priorities, and to
adopt or modify accordingly its environmental laws, each Party shall strive to ensure that
its laws provide for high levels of environmental protection and shall strive to continue to
improve those laws.

3. (a) A Party shall not fail to effectively enforce its environmental laws
through a sustained or recurring course of action or inaction, in a manner affecting
trade between the Parties, after the date of entry into force of this Agreement.

(b) The Parties recognize that each Party retains the right to exercise discretion
with respect to investigatory, prosecutorial, regulatory, and compliance matters
and to make decisions regarding the allocation of resources to enforcement with
respect to other environmental matters determined to have higher priorities.
Accordingly, the Parties understand that a Party is in compliance with
subparagraph (a) where a course of action or inaction reflects a reasonable
exercise of such discretion, or results from a bona fide decision regarding the
allocation of resources.

4. For purposes of this Article, “environmental laws” mean any statutes or
regulations of a Party, or provision thereof, the primary purpose of which is the
protection of the environment, or the prevention of a danger to human, animal, or plant
life or health, through: (a) the prevention, abatement or control of the release, discharge,
or emission of pollutants or environmental contaminants; (b) the control of
environmentally hazardous or toxic chemicals, substances, materials and wastes, and the
dissemination of information related thereto; or (¢) the protection or conservation of wild
flora or fauna, including endangered species, their habitat, and specially protected natural
areas in the Party's territory, but does not include any statutes or regulations, or provision
thereof, directly related to worker safety or health.



