XIX MERCOSUR - EUROPEAN UNION
BI-REGIONAL NEGOTIATIONSCOMMITTEE

November / December, 2010
Brasilia, Brazil

FINAL CONCLUSIONS

In the context of the XIX MERCOSUR - European UniBnregional Negotiations
Committee, delegates from MERCOSUR and the EU met Brasilia in
November/December 2010 for a round of negotiationsthe future Association
Agreement between the MERCOSUR and the EuropeaonUni

Between 2% November and i December, 2010, the following MERCOSUR-EU
Working Groups held meetings:

- Market Access in Goods

- Rules of Origin

- Technical Barriers to Trade

- Sanitary and Phytosanitary Measures

- Intellectual Property Rights/Geographical Indicas/\Wines

- Dispute Settlement

- Trade Defense

- Competition Policy

- Customs [Trade facilitation and related matters]

- Services / Investment

- Public Procurement
The respective conclusions of the Working Groupes ampiled in the Annex. Focal
points for Institutions also met on November"24n addition, a meeting of the

MERCOSUR - European Union Working Group on Coopemnatook place in 23-24
November, 2010.

On December 6 and 7, the MERCOSUR-EU Chief Negwsdteld a meeting to assess
the Working Group’s progress and consider the rseps for the negotiations.
Delegations were welcomed by Ambassador Evandroori2t] Director of the
International Negotiations Department of the Minjistf External Relations of Brazil,



on behalf of the Pro Tempore Presidency of MERCOSURe European Union
Delegation was headed by Mr. Jodo Aguiar Machadepuly Director-General for
Trade of the European Commission.

The MERCOSUR and the EU Chief Negotiators reiterabeir commitment to reach a
comprehensive, ambitious and balanced agreement.

Both delegations assessed the work carried outdglbovementioned Working Groups
and noted the overall progress reached at thisee sthghe negotations, including in

important areas such as the draft texts on the t€sjpn Market Access, Rules of
Origin, Technical Barriers to Trade, Services amgestment, and Dispute Settlement,
among others. They also recognized that furthekvweeds to be done in several key
areas.

In addition, the MERCOSUR and the European Unideghions also proceeded to an
exchange of impressions and clarifications regartheir respective expectations in the
negotiations, covering areas such as trade in goselvices and investment and
government procurement. This exchange allowed rlaréy on both sides on the level
of ambition in order to prepare for the exchangargfroved offers.

Concerning the next steps in the negotiations, patties agreed to work to exchange
improved offers in March.

Finally, MERCOSUR and the EU agreed that the nexhd of negotiations would be
held in 14-18 March, 2011 in Brussels. Another wbohnegotiations will take place in
May, 2011, in Asuncion with the exact dates to bednined.



ANNEX

REPORTSOF THE XIX BI-REGIONAL NEGOTIATIONSCOMMITTEE

1. Market Access in Goods

On the basis of the draft consolidated text frora XVIll Bi-regional Negotiations

Committee (XVIII BNC/MC-EU/13.10.2010), further pyeess was achieved in
convergence on a number of technical issues andnstractive debate allowed for
clarification of the position of both parties ontstanding issues.

The EU presented a new proposal on import licensomgshich MERCOSUR will react
at the next meeting.

A substantial debate was held on the different comepts that make up the customs
duty and on how they could be addressed in thesotisp offers, and it was agreed that
offers should be fully transparent in this respdidie EU raised the possibility of

achieving convergence on the liberalization categoand timetables. MERCOSUR

informed that it was considering the rationalizataf its liberalization categories and

timetables within the context of asymmetry.

Both Parties acknowledged that a further comprahien®vision of the text will be
necessary in order to ensure coherence with itistital issues as well as with other
matters included in other sections of this title.

Both sides committed to further reflect on the éssaf automatic adjustment of the base
rates in case of reduction of MFN applied dutiég proposed exclusion of non-new
products and the scope of non-tariff measures.

Both Parties recognized that a few core topics wijuire deliberation at a higher level,
among which are: export duties; export subsidiesitnalization of domestic support
measures; a proposal for setting a maximum taalfie; an infant industry clause; and
the use of GSP applied rates as the starting pmitiberalization.

2. Rules of Origin

MERCOSUR and EU held a review of the original teft the Protocol to the
Agreement. In this work, some issues remained unelew of the delegations of
MERCOSUR and the EU, including: vessels conditiand requirements for wholly
obtained fish, accounting segregation, prohibittdrdrawback of, or exemption from,
customs duties and special conditions applicablédota and Melilla as well the Joint
Declarations on Andorra and San Marino. For the téxarticles on fishery products



and accounting segregation, MERCOSUR submitted teoymmoposals to the EU
assessment and pledged to send a proposal fohéneetdrawback. For TITLE V —
PROOF OF ORIGIN, the EU presented a new propossgédan self-certification of
origin.

Regarding the specific requirements of origin, MEPELIR and the EU reviewed the
proposals for Chapters 1 to 23 of Harmonized Sysisesposed by both Parties. Some
requirements agreed in 2004 were confirmed, somepneposal were also agreed and
for others both parties agreed to submit new praigasuch as for products of Chapters
17, 18, 20 and 23. This work resulted in the doaunEECHNICAL TALKS MS-
EU_TG-1_SROO_301110. Concerning the specific requénts of origin for Chapters
25 to 97 of Harmonized System, MERCOSUR is evatgatthe EU proposal.
MtERCOSUR committed itself to present counter-prapdsr these Chapters by March
1% 2011.

3. Technical Barriers to Trade

The BNC Negotiating Group for the Section on StadslaTechnical Regulations and
Conformity Assessment of the Chapter on Goodselrterregional Agreement met in
Rio de Janeiro, Brazil, on November 29 and 30, 2010

The Delegation of MERCOSUR presented its propasatife Section, which is based
on the text of the XII CNB/MS-UE/TG-1/25/12-03-0d4aiment (final version) and was
developed taking into consideration the EU propésathe above mentioned Section.
MERCOSUR proposal covers matters related to StasdaFechnical Regulations,
Conformity Assessment and Transparency. Furtherniorecalls the need to agree on
provisions related to Special and Differential Tmeent (S&D) and Technical

Cooperation.

The delegations discussed both EU and MERCOSURopadp, trying to identify
converging positions and areas of common inteceagtee on.

For the next BNC, the Parties agreed to exchangemamts and text suggestions that
would be incorporated into the MERCOSUR proposabrackets, in order to have a

single negotiating text for the Section. The EUlw@énd a review of the MERCOSUR

proposal, with its comments and suggestions inketac by January 31, 2011. In reply,
MERCOSUR will send its comments and suggestiortsraickets on the EU review by

February 28, 2011.

The Parties agreed to indicate, by January 31,,484des of interest to be presented by
the other Party at the next BNC.



4. Sanitary and Phytosanitary Measures

A new round of negotiations on SPS issues betweBRGOSUR and the EU took
place on 23th and 24th November 2010.

MERCOSUR made a slide presentation of the papeegional harmonization criteria
sent previously to the EU. The EU addressed sorastigms, which were answered by
MERCOSUR. The MERCOSUR will provide (i) a copy eflslation on animal health
and food safety submitted after the presentatiah(enthe PowerPoint slides.

The EU presented the content of its paper on SR&ssto be addressed through bi-
regional trade conditions, sent in advance of theetmg. MERCOSUR asked for
clarifications on some aspects of the documengrder to answer the EU document
properly. MERCOSUR statetthat it will provide a paper containing its mailsugs to

be addressed. A preliminary presentation of susiheis was made and the EU passed its
initial comments on them. The MERCOSUR will provitie above mentioned paper by
the end of 2010.

The EU presented its document on trade facilitatrieasures to be addressed in the
EU-MERCOSUR SPS Chapter. MERCOSUR pointed outgbate of these measures
have already been referred to in the MERCOSUR malpaf June 2010 and that other
measures could be incorporated to it. The EU censdlthat those measures should be
addressed in a more ambitious way than only refgrrio the international
recommendations.

The Delegations agreed on exchanging answers onistues requested by parts
included in the papers mentioned in the third praaalg.

The Delegations agreed that the exchange of anshergd be done simultaneously on
a date to be fixed by the Chief negotiators.

5. Intellectual Property Rights/Geographical Intdimas/Wines

MERCOSUR and the EU met in the context of the IRRK&hes Group. Discussions
evolved starting from a concept paper on MERCOSWMissNn on IPRs submitted by
MERCOSUR on 29 November 2010 as well as the posipaper on IPR and Gls
submitted by the EU on 10 September 2010.

MERCOSUR made a presentation on its concept paperting out key elements of its
approach on intellectual property rights, stresshgyimportance of not restricting the
discussion on IP issues to trade concerns alsaaking into account development,
public health, food security, among others.



The European Union raised a number of issues nmadiin the MERCOSUR paper.
Through concrete examples, the EU highlighted a bmrmof topics related to
trademarks, patents and enforcement in the MERCOG&Rtries that would deserve
further consideration. Moreover, the EU made a tsipoesentation of its customs
system of enforcement of IPRs and answered queastiom MERCOSUR.

The European Union submitted on 25 november 20li@dicative list of 250 names of
geographical indications protected at EU level. dda®n this list, MERCOSUR
presented its general views on its approach torgebg indication in the context of its
historical, cultural and legal traditions. MERCOSWRI come back with preliminary
observations on the EU indicative list by the nesdeting. In addition, MERCOSUR
raised several points of clarification in connectivith different aspects of Gl
protection in light of the EU applicable legislatio

In response to questions by the European Uniorgdeten, MERCOSUR also clarified
a number of questions related to the protectiong@dgraphic indications in their
respective national legislation. The EU expressélingness to get more information
on co-existence between pre-existing trademarksGadn the MERCOSUR countries
as well as level of protection of Gls and waysdasider and treat generic names.

Finally, MERCOSUR informed that, while it is curtgn carrying out an internal
discussion on the topic of Wines, it expressedinderstanding that the issue remains
on the table in the MERCOSUR-EU negotiations. Asnsas MERCOSUR develops
proposals on this topic, the group will transmirthto the European Commission, if
possible before the next meeting of the Bi-regidwedotiations Committee.

MERCOSUR expressed its intention to continue disicus on its conceptual paper in
the future meetings. MERCOSUR called attentiorh fact that important conceptual
differences exist between the respective approashdbe intellectual property rights,
taking into account the document recently tabletdty parties.

The EU observed that discussions would need tarbetsred in order to make progress

and indicated that it will explore the possibildf submitting for the next round a draft
legal text with a view to enabling both sides tedanore focused discussions.

6. Dispute Settlement

The Delegations examined the comments presentedMBRCOSUR on the EU
proposals on Rules of Procedure and Code of Corahattworked on the outstanding
issues in the text of the Title resulting from K€Ill BNC, including new proposals
presented by both sides. The Delegations achiesedensus on some articles and
explored alternatives in others. The texts resgltirom this meeting are annexed
hereto.



Pending issues in these documents will be discubsedg the next BNC.

7. Trade Defense

Following the discussions held in previous rounBsgnos Aires and Brussels), the
Parties had fruitful discussions on the three textder negotiation regarding Trade
Defense Instruments.

GLOBAL SAFEGUARDS

The whole text of the Section on Global Safeguafpi®posed by the EU) was
discussed. It was the first time that the text diagsussed, due to lack of time to debate
the matter in the last round, in Brussels.

MERCOSUR will further analyze the proposal of therépean Union in light of the
explanations provided during the discussions.

PREFERENTIAL/BILATERAL SAFEGUARDS

The discussions held on this occasion were based cmunterproposal sent by the EU
after the last round of negotiations. Due to laékime, only Articles 1 to 12 were
discussed. Both Parties agreed on certain prodedisaes (Articles 2.6, 7.1, 10).
MERCOSUR indicated its intention to reflect on targuage proposed on Articles 2.5,
4 and the EU on the Article regarding the outmegians. However, further discussions
will be necessary on substantial issues, such e<dahditions to take measures, the
form of the measures, whether the instrument ofepeatial safeguards should be
available indefinitely or just during a transitigreriod as well as the extent of any
asymmetrical treatment to be granted in favour &RCOSUR.

Both Parties agreed that the discussions on tlssses should be seen in the context of
the development of different chapters under netiotiaspecifically the Chapters on
Market Access and Rules of Origin.

ANTIDUMPING AND ANTISUBSIDIES

Regarding the instrument of AD/AS, the discussionsre also based on a
counterproposal sent by the EU, following the dsstons held in the previous round in
Brussels. Due to lack of time, discussions coverdg Articles 1 to 2.9. Regarding the
discussion of the proposal that a public interestyssis should be carried out before the
imposition of AD/AS measures, the EU indicated ibatill circulate a new proposal in
light of the discussions held. On the issue of keser duty rule, MERCOSUR
indicated that it will make a new proposal to fetltlarify the text, without changing
the nature of the agreement reached on the isgbe ateeting in Brussels.



On Article 2.4.2, regarding the mandatory provision a non confidential basis, of key
elements of the investigation, MERCOSUR indicatedvill redraft and clarify its
proposal.

8. Competition Policy

Initially, MERCOSUR explained the latest developiisem relation to the technical
discussions on the Fortaleza Protocol held on teekwof 22-26 November, 2010 in
Brasilia during the meeting of the Technical Comeaton Competition Defense (CT-
5). The Protocol has been revised so that, instéadsupranational body as originally
foreseen in the Protocol, CT-5 will be the bodypressible for exchange of public
technical information and coordination. CT-5 does Imave decision making authority,
which remains in the realm of the national competiauthorities of each MERCOSUR
member state. The resulting revised text is noweetqul to be considered in the next
meeting of the MERCOSUR Trade Committee to be hel@razil in the week of
December 13, 2010 where it might be adopted i iumanimously accepted by the
MERCOSUR Member States. After adoption within tMERCOSUR Trade
Committee, the new Protocol will enter into fordeerit is adopted by the legislative
powers of at least two of the MERCOSUR Member State

In light of these developments, the EU requestaetain the brackets in Article 3, Para
2 and Article 7 “For the Cooperation Chapter of &ssociation Agreement”. The EU

reserves its position and will re-consider thesgchss internally in light of the latest

developments regarding the Fortaleza Protocol withew to discussing it again in the
next round of negotiations.

The negotiating group on competition then proceddetthe revision of the text under
negotiation. The whole text was revised and comalile progress was achieved. Only a
few paragraphs now remain with language betweerkbtsa.

On Article 4, regarding the EU proposal on Publiaeprises, the Parties agreed upon
the language of Articles 4.1 and 4.2. Regardingagraphs 3 and 4, the EU agreed to
delete them from the Competition Chapter. The EU mvake a proposal outside the
Competition Chapter for a new text where thesechasi might be integrated.

The following issues, however, remain open, pendipgn further reflection to be
carried out by the EU.

ARTICLE 3

As regards the EU proposal of a deadline for thepadn of competition laws and a
competition authority at both regional level andha level of the MERCOSUR states
(Article 3, paragraphs 2 and 3), MERCOSUR reitetdleat it cannot legally commit to
a specific deadline due to the fact that these raatters pending before certain
MERCOSUR Parliaments. MERCOSUR indicated thatmams ready to explore the



possibility of including a ‘best effort’ commitmemind urged the EU to consider this
alternative.

The EU reserved its position.

ARTICLE 6

The EU takes note of the new proposal by MERCOSWéBanding Article 6
(consultations with the EU member states) but n&iés its concerns that such a
proposal will be difficult for the EU to accept fgarious, in particular legal reasons.
The EU reserves its position and will reflect oa MERCOSUR proposal.

ARTICLE 7

As regards technical assistance under Article & Bb indicated that it will reflect on
the language proposed by the EU that remains itkbts.

9. Customs [Trade facilitation and related matters]

As part of the XIX meeting of the Bi-Regional Neigtions Committee (BNC) between
MERCOSUR and the EU, a new round of negotiationghef Working Group on
Customs took place from 22 to 23 November, in Bigasi

The parties focused on the text on Mutual Admiatsie Assistance. Both sides made
comments and moved closer to a consolidated teeded on the version of the
document received with comments from the Europeaioron 18 October.

The meeting began with a general discussion on CR A&nctions regarding the

exchange of information on Customs Matters. MERCBSUWlelegates demonstrated
concern regarding the sharing of information witbupra-national entity and promised
to continue with internal consultations on thisjsagb The question of the availability
of information to all EU Member States was alsocdssed. Doubt remains over
whether MERCOSUR Member States’ legislation woudlovafor this.

Concern was also raised on the question of theesobpformation that can be shared
by the EU with third parties. EU delegates poinbedl that this agreement would only
cover Customs matters under Union Competence, anadwnot cover other areas
under Member State competence. MERCOSUR delegagesstheless, consulted the
EU on the possibility of receiving a clear listibms division of subjects.

The Document on Temporary Withdrawal of Prefereneess also discussed.
MERCOSUR raised the issue of the competent negaiagjroup. MERCOSUR
delegates were interested in obtaining furtherrmétgion on how the aforementioned

! To be considered by the coordinators in the plenar



clause would be implemented and vowed to contintexrnal coordination on the text,
S0 as to be able to formally react in the future.

10. Services/ Investment

The three days meeting on services and establishmas held in a constructive
atmosphere which allowed the negotiations to pgom a number of issues.

The Parties discussed the general provisions mglato trade in services and
establishment and reached agreement on some of fhleen Parties also discussed
language regarding Sectoral provisions on telecomeations and financial services
and an exchange of views took place as regardsotimer regulatory and sectoral
provisions, including on postal and courier sersiaad international maritime transport
services. This allowed both Parties to increas# tnederstanding of the respective
proposals and positions.

As for the next steps, the Parties agreed to coatisiscussions on the text at the
occasion of the next round. Parties also agreedrtinue exchanging views on specific
commitments.

The draft text under negotiation is annexed todlwsclusions.

11. Public Procurement

The MERCOSUR — European Union Working Group on @Gowvent Procurement met
in the context of the XIX Bi-regional NegotiatiorGommittee. The parties had a
constructive discussion to follow up on the objeetof establishing a common ground
for drafting a joint text.

In this sense, MERCOSUR presented a document basguocedural aspects of the
Government Procurement chapter which identifiess(ipjects on which both parties
appear to have a common ground; and (ii) subjentsvbich MERCOSUR needs
further clarification from the EU.

Regarding item (i) of the abovementioned documBtERCOSUR and the EU have
identified the following initial areas of commonogind:

» Use of electronic means

* Publication of procurement information

» Conditions for Participation

* Treatment of Tenders and Award of Contracts

* Transparency of Procurement Information
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* Government Procurement Working Group; and
* Domestic Review Procedures

Without prejudice to the presentation of possibleeraative drafting proposals,
MERCOSUR considers that the EU text provides auliseference for a common text.

Regarding item (ii) of the MERCOSUR document, bdd¢egations engaged in a useful
dialogue with a view to clarify the following tofsc

* Publication of Notices

* Qualification or Registration of Suppliers

» Technical Specifications

* Tender Documentation

* Negotiation

» Electronic Auctions

» Disclosure of Information

While MERCOSUR considers that some level of conercg may also exist in a
number of the topics above, further discussions ateinative drafting proposals will
be necessary.

For the next meeting, MERCOSUR expressed its iento present a text with
proposals on draft provisions for a Government ér@ment Chapter.

The EU expressed its satisfaction concerning thek warried out by MERCOSUR to
identify the areas of common ground and areas fbichv more clarification and
discussion are required. According to the EU, thisrcise should pave the way to a
joint text, taking into account proposals to bemiited by MERCOSUR.

MERCOSUR and the EU agree that the preparationhef next meeting imply

intersessional work by both parties and will coesido this purpose, the possibility of
holding a video-conference, if possible by Febru2dgl. MERCOSUR and EU will

exchange a list of relevant topics for draft tektttee next round. MERCOSUR will

communicate to the EU the outcome of the revisibthe MERCOSUR Protocol on

Government Procurement. On its side, the EU wilvmle MERCOSUR with relevant
piece of information relating to the issues disedssuring the round.

12. Focal Points - Institutions

The EU tabled draft texts on Initial Provisions,n@eal Exceptions and Specific Tasks
in Trade Matters of the Bodies Established under Agreement. MERCOSUR will
analyze these texts. The EU committed to sendfatdsd on Transparency
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