Annex3

Draft Proposal of the Free Trade Agreement 

Between

 Egypt and  MERCOSUR, March 11th,2010
Proposed Consolidated Text (black if coincident; red = MCS; blue =Egypt

The Arab Republic of Egypt (hereinafter referred to as Egypt), on the one part, and the Argentine Republic, The Federative Republic of Brazil, The Republic of Paraguay, and the Oriental Republic of Uruguay (hereinafter- referred to as "Member States of MERCOSUR"),
RECALLING the membership of Egypt and the MERCOSUR States in the World Trade Organization (hereinafter referred to as “the WTO”) and their commitment to comply with the rights and obligations arising from the Marrakech Agreement establishing the WTO,

CONSIDERING the Framework Agreement signed by Egypt and by MERCOSUR on July 7, 2004;

DESIRING to create favourable conditions for the sustainable development, new employment opportunities and diversification of trade between them and for the promotion of commercial and economic co-operation in areas of common interest on the basis of equality, mutual benefit, non-discrimination and international law,

CONSIDERING to contribute to the strengthening of the multilateral trading system

DECLARING their readiness to examine the possibility of developing and deepening their economic relations by extending the fields covered by this Agreement,

EXPRESSING their willingness: 
a) to increase and enhance the economic co-operation between the Parties to raise the living standards of the population of the two countries;

b) to eliminate difficulties and restrictions on trade in goods, including the agricultural products;

c) to promote, through the expansion of reciprocal trade, the harmonious development of the economic relations between the Parties;

d) to provide fair conditions of competition in trade between the Parties;

e) to create conditions for further encouragement of investments particularly for the development of joint investments in both countries;

f) to promote trade and co-operation between the Parties in third country markets.

RESOLVED TO:
CHAPTER I
GENERAL PROVISIONS
Article 1 - Contracting and Signatory Parties

For the purposes of this Agreement, the “Contracting Parties”, hereinafter referred to as “Parties” are MERCOSUR and the Arab Republic of Egypt, hereinafter referred to as “Egypt”. The “Signatory Parties” are the Argentine Republic, the Federative Republic of Brazil, the Republic of Paraguay, and the Oriental Republic of Uruguay, Member States of MERCOSUR, and Egypt.

Article 2 - Establishment of the Free Trade Area

The Parties to this Agreement, consistent with Article XXIV of the General Agreement on Tariffs and Trade (GATT) 1994, hereby establish a free trade area.

Article 3 – Relations to Multilateral Agreements

The Parties and Signatory Parties affirm their rights and obligations with respect to each other in accordance with the WTO Agreement.

Article 4 - Trade relations governed by other agreements

This Agreement shall not prevent the maintenance or establishment of customs unions, free trade areas or any other arrangements for cross-border trade of the Parties with third countries. 

Article 5 - General Exceptions

Nothing in this Agreement shall prevent any Signatory Party from taking actions and adopting measures consistent with Articles XX and XXI of the GATT 1994.

Article 6: Internal Taxation and measures having equivalent effects to quantitative restrictions on imports 

1. The Parties commit themselves to apply any internal taxes and other charges and regulations in accordance with Article III and measures having equivalent effects to quantitative restrictions on imports in accordance with Article XI of the GATT 1994 and other relevant WTO Agreements.

(2. Nothing in this Agreement shall affect the rights and obligations of any Party or (Signatory Party) under any tax (convention)(agreement) to avoid double taxation which they are a party. In the event of any inconsistency between this Agreement and that (convention)(agreement), that (convention) (agreement)  shall prevail to the extent of the inconsistency.)

Article 7 – Definitions (order) 

1. “Customs duty” includes any duty and charge of any kind imposed in connection with the importation of a good, including any form of surtax or surcharge in connection with such importation, but does not include any:

a) charge equivalent to an internal tax imposed consistently with Article III:2 of the GATT 1994 and its interpretative notes in respect of like, directly competitive or substitutable goods of the Party, or in respect of goods from which the imported good has been manufactured or produced in whole or in part;

b) anti-dumping or countervailing duty, in accordance with Articles VI and XVI of GATT 1994, the WTO Agreement on Implementation of Article VI of GATT 1994 and the WTO Agreement on Subsidies and Countervailing Measures;

c) safeguard duty or levy imposed in accordance with Article XIX of GATT 1994, the WTO Agreement on Safeguards and Article 6 of Chapter IV (Safeguards) of this Agreement; and

d) Other fees or charges imposed consistently with Article VIII of GATT 1994.

2. “Charges having equivalent effect” are charges imposed on imported goods,  and not imposed on the signatory party’s goods, and does not include any internal tax, any fees, or the tariffs specified in the tariff schedule and in the Annex I, II. 

3. “Fee” means any payment for a service supplied by a governmental authority, or by any other body with delegated functions.

2. “GATT 1994” means the General Agreement on Tariffs and Trade of 1994, which is part of the WTO Agreement.

3. “WTO Agreement” means the Marrakesh Agreement Establishing the World Trade Organization, including GATT 1994.

4. “Good” means a domestic good as this is understood in GATT 1994 or such a good as the Parties may agree, and includes an originating good of that Party;

5. “Harmonized System” means the Harmonized Commodity Description and Coding System, and its General Rules of Interpretation, Section notes and Chapter notes, as adopted and implemented by the Parties in their respective tariff laws; 

6. “Measure” includes any law, regulation, procedure, requirement or practice;

7. “Originating goods or material” means a good or material that qualifies as originating under the provisions of Chapter III; 

8. “Tariff schedule” the tariff schedules applied by signatory parties as of …………………….,

9. “Territory” means for a Signatory Party the territory of that Signatory Party.

CHAPTER II
TRADE IN GOODS

Article 1 - Trade liberalization

The provisions of this Chapter shall apply to goods originating in MERCOSUR and in Egypt except as otherwise provided in this Agreement.

Article 2 – Basic duties and classification of Goods

1. For the purpose of this Agreement, the Parties shall apply their respective customs classification of goods for imports based on the Harmonized Goods Description and Coding System in its 2007 version or any subsequent amendment thereto approved by the Parties. 
2. A Party may introduce new tariff splits, provided that the preferential conditions applied in the new tariff splits are not worse than those applied originally. 

Article 3 - (Customs Duties on Imports and Charges Having Equivalent Effect )

(Customs Duties and Tariff Elimination)

1. Customs duties (and charges having equivalent effect) on imports applied by each Party on goods originating in the other Party specified in Annexes I (for goods originating in Egypt imported to MERCOSUR) and II (for goods originating in MERCOSUR imported to Egypt) shall be treated according to the following categories (Annexes shall specify one category for each tariff item):

Category A – Customs duties shall be eliminated upon entry into force of this Agreement.

Category B – Customs duties shall be eliminated in [four] equal stages, the first one taking place on the date of entry into force of this Agreement. The other [three] stages will take place after 12 months from the elimination of the previous stage.

Category C – Customs duties shall be eliminated in [eight] equal stages, the first one taking place on the date of entry into force of this Agreement. The other [seven] stages will take place after 12 months from the elimination of the previous stage.

Category D – Customs duties shall be eliminated in [ten] equal stages, the first one taking place on the date of entry into force of this Agreement. The other [nine] stages will take place  after 12 months from the elimination of the previous stage.

(2. No new customs duties on imports or charges having equivalent effect shall be introduced in trade between Egypt and the MERCOSUR as of the entry into force of this Agreement.)  

2. (Except as otherwise provided in this Agreement, no Party or Signatory Party may adopt or increase any customs duty (or charges having equivalent effect), on an originating good of the other Party referred to in paragraph 1).
3. Used goods, identified or not identified as such in the Harmonized Goods Description and Coding System, shall not benefit from the trade liberalization schedule of this Agreement 

4. The categories mentioned in paragraph 1 shall be applied on MFN tariffs in force (in January 2010) (in January 2009) and listed in annexes I and II.  After the entry into force of this agreement, any tariff reductions applied by a signatory party on MFN basis will serve as the new base of tariff reduction in this agreement. 

Article 4 - National Treatment
On matters relating to taxes, fees or any other domestic charges/duties, the products originating from the territory of any of the Signatory Parties shall receive in the territory of the other Signatory Parties the same treatment as applied to the national products, in accordance with Article III of GATT 1994, including its interpretative notes.
Article 5 - Rules of Origin

The products included in Annexes I and II of this Agreement shall meet the requirements of rules of origin, including the requirements and procedures of issuing a certificate of origin as provided in chapter III of this Agreement in order to qualify for tariff preferences. 

Article 6 - Technical Barriers to Trade

 1. The rights and obligations of the Parties (or Signatory Parties) in respect of technical regulations, standards and conformity assessment shall be governed by the WTO Agreement on Technical Barriers to Trade.

2. The (Signatory) Parties shall cooperate in the fields of technical regulations, standardization, and conformity assessment procedures, with the aim of facilitating trade.

Article 7 - Sanitary and Phytosanitary Measures

1. The Parties and (Signatory Parties) shall apply sanitary and phytosanitary measures in accordance with the provisions of the WTO Agreement on the Application of Sanitary and Phytosanitary Measures 

2. The Parties and (Signatory Parties) shall cooperate in the field of sanitary and phytosanitary measures.

Article 8 – Safeguards 

(1. (the parties) or (The signatory parties) agree to apply a preferential safeguards mechanism as set out in Chapter 4 )

1. (The preferential safeguards mechanism)

2. The Signatory Parties shall maintain their rights and obligations to apply safeguard measures consistent with Article XIX of GATT 1994 and the WTO Agreement on Safeguards. 

Article 9 - Anti-dumping and Countervailing Measures

The rights and obligations of the parties with respect to anti-dumping and countervailing measures shall be governed by their respective legislation, which shall be consistent with Article VI and XVI of GATT 1994, and The WTO Agreements on Subsidies and Countervailing measures.

Article 10 - Restrictions to Safeguard the Balance of Payments

1. Nothing in this Chapter shall be construed to prevent (a Signatory Party) from taking any measure for balance-of-payments purposes. Any such measures adopted by a (Signatory Party) shall be in accordance with Article XII of GATT 1994 and the Understanding on the Balance-of-Payments provisions and Article XIV of GATT 1994.

2. The (Signatory Party) concerned shall promptly notify the other Party of the measures applied pursuant to paragraph 1.

3. In applying temporary trade measures as described in paragraph 1, the (Signatory Party) in question will accord treatment no less favourable to imports originating in the other Party than to imports originating in any other country.

Article 11 - Customs Cooperation

The Signatory Parties commit themselves to developing customs cooperation to ensure that the provisions on trade are observed. For this purpose they shall establish a dialogue on customs matters and provide mutual assistance.

Article 12- Customs Valuation:

On matters related to customs valuation, the Signatory Parties shall be governed by Article VII of GATT 1994 and the WTO Agreement on the Implementation of Article VII of GATT 1994.

Article 13
Quantitative restrictions on imports and measures having equivalent effect.

On matters related to quantitative restrictions the (parties) shall be governed by Article XI of GATT 1994, including its interpretative notes.

CHAPTER VIII
INSTITUTIONAL PROVISIONS

Article 1 - Joint Committee

1. A Joint Committee is hereby established, in which each Party shall be represented.

2. The Joint Committee shall be responsible for:

a) Administering the Agreement and ensuring its proper implementation;

b) Reviewing and Monitoring the implementation of the Agreement; and, 

c) Determining means of deepening cooperation between the Parties to the Agreement.

Article 2 – Procedures of the Joint Committee 

1. The Joint Committee shall meet at an appropriate level whenever necessary and, in any case,  at least once a year. Special meetings may also be convened at the request of either party.

2. The Joint Committee shall hold its first meeting within sixty days of the entry into force of this Agreement, when it shall establish its working procedures

3. The Joint Committee shall be co-chaired by the Parties and be chaired by two co-chair persons: a representative appointed by the Egyptian authority and a representative appointed by the MERCOSUR. 

4. The Joint Committee shall take decisions. These decisions shall be taken by consensus. The Joint Committee may also make recommendations to matters related to this Agreement.

5. The decisions of the Joint Committee's shall be binding.

6. In the case of a decision taken by the Joint Committee which is subject to the fulfilment of internal legal requirements of either of (the Parties) or (Signatory Parties), this decision shall enter into force, if no later date is contained therein, on the date of the receipt of the last diplomatic note confirming that all internal procedures have been fulfilled.

7. The Joint Committee may decide to set up sub-committees and working groups as it considers necessary to assist in accomplishing tasks.

8. The Joint Committee shall establish its own rules of procedure.

Article 4: Functions of the Joint Committee

The Joint Committee shall have the following functions, inter alia:

1) To ensure the proper functioning and implementation of this Agreement, its Annexes and additional Protocols, and continuation of the dialogue between the Parties.

2) To consider and submit to the Parties any modifications and amendments to this Agreement.

3) To examine the process of trade liberalization established under this Agreement, study the development of trade between the Parties and recommend further steps to create a Free Trade Area in accordance with Article 3 of Chapter II of this Agreement.

4) To perform other functions that may arise from the implementation of the provisions of this Agreement, its Annexes and any additional Protocols.

5) To establish mechanisms to encourage the active participation of the private sectors in areas covered by this Agreement between the Parties.

6) To exchange opinions and make suggestions on any issue of mutual interest relating to areas covered by this Agreement, including future actions.

CHAPTER XI
FINAL PROVISIONS

Article 1 - Evolutionary Clause 

Where a Party considers that it would be useful in the interests of the economies of the Parties to develop and deepen the relations established by the Agreement by extending them to fields not covered thereby, it shall submit a reasoned request to the Joint Committee. The Joint Committee shall examine such a request and, where appropriate, make recommendations by consensus, particularly with a view to opening negotiations. 

Article 2 – Amendments

1. Amendments to this Agreement, which are decided upon by the Joint Committee, shall be submitted to the (Signatory Parties) for ratification and shall enter into force after confirming that all internal legal procedures required by each (Signatory Party) for their entry into force have been completed. 

2.The amendments or modifications to the present Agreement shall be adopted by means of additional Protocols thereto

Article 3 - Application of the Agreement

The Agreement shall apply to the territories where the customs laws of the (Signatory Parties) are applied, (as well as to free-zones).

Article 4 - Entry into Force

(Until all Signatory Parties have completed their ratification processes, this Agreement shall enter into force, bilaterally, thirty (30) days after the Depositary has informed the reception of the two first instruments of ratification, provided that Egypt is among the Signatory Parties that have deposited the instrument of ratification.
Concerning the other Signatory Parties, this Agreement shall enter into force thirty (30) days after the Depositary has notified the reception of each of the instruments of ratification.)

(This Agreement shall enter into force thirty days after all Signatory Parties have formally notified, through diplomatic channels, the completion of the internal procedures necessary to that effect.)

Article 5 - Depositary 

The Government of the Republic of Paraguay shall act as Depositary of this Agreement and shall notify all Parties that have signed or acceded to this Agreement of the deposit of any instrument of ratification, acceptance or accession, the entry into force of this Agreement, of its expiry or of any withdrawal therefrom.

Article 6 - Accession

1. If MERCOSUR incorporates one or more new Member States, it shall notify the other Party and afford adequate opportunity for negotiations concerning the participation in this Agreement.
1. The incorporation into this Agreement of new members to MERCOSUR, as (Signatory Parties), shall be formalised through an Accession Protocol reflecting the results of the negotiations held pursuant to paragraph 1.

Article 7 - Withdrawal 

1.This Agreement shall be valid indefinitely.

2.Each Party may withdraw from this Agreement by means of a written notification to the Depositary. The withdrawal shall take effect six (6) months after the date on which the notification through diplomatic channels is received by the Depositary unless a different period is agreed by the Parties.

3. If Egypt withdraws from the Agreement, it shall expire at the end of the notice period, and if all Member States of MERCOSUR withdraw it shall expire at the end of the latest notice period.

2. (In case any of the Member States of MERCOSUR withdraws from MERCOSUR, it shall notify the Depositary through diplomatic channels. The Depositary shall notify all Parties of the deposit. The present Agreement will no longer be valid for that Member State of MERCOSUR. The withdrawal shall take effect six (6) months after the date on which the notification of its withdrawal from MERCOSUR is received by the Depositary (unless the Parties agree on a different period).

(In case any of the Member states of MERCOSUR withdraws from MERCOSUR, it shall notify the Depositary through diplomatic channels, the Depositary shall notify all parties of the deposit. In such case, the remaining parties to the Agreement shall consider the termination of the Agreement.)
Article 5- Authentic text

Done in the city of ......., on this the ..... day of ....... 2010, in two originals each in the Arabic, Spanish, Portuguese and English languages, all texts being equally authentic. In case of doubt or divergence of interpretation, however, the English text shall prevail.

IN WITNESS WHEREOF the undersigned being duly authorized thereto by their respective Governments have signed this Agreement. 
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