RESTRICTED

WORLD TRADE WT/COMTD/U/Add.4/Rev.1

11 April 1997

ORGANIZATION

(97-1558)

Origina: Spanish

SOUTHERN COMMON MARKET (MERCOSUR) AGREEMENT

Questions and Replies

Revision

The present document, which contains the updated replies from MERCOSUR appearing in
document WT/COMTD/1/Add.4 and replies to the new questions raised in the context of the review
undertaken in the Committee on Regional Trade Agreements, has been received from the delegation
of Paraguay in its capacity as Pro-Tempore Chairman of MERCOSUR.



WT/COMTD/1T/Add.4/Rev.1
Page 2

REFORMULATION OF ANSWERS TO THE QUESTIONNAIRE WT/COMTD/1/Add.4

l. ELIMINATION OF DUTIES, CHARGESAND OTHER RESTRICTIONS APPLIED IN THE
STATES PARTIES TRADE

1 Could thePartiesexplain thecriteriafor selecting productsfor inclusion in the Adaptation
Regime?

The fina Adaptation Regime of the Southern Common Market (MERCOSUR) (Decisions
Nos. 5/94 and 23/94), consists of alist of productsfor each country. Productswere selected according
to criteriaof eigibility established for those products which were included in the Lists of Exceptions
of the Economic Complementarity Agreement (ECA) No. 18 (Treaty of Asuncion), or as products
to which safeguard clauses applied as provided for in Annex Ill of the Treaty of Asuncion. The
Adaptation Regime, which applies to a fixed and limited group of products, aims to facilitate the
processes of reorganization and structural change for specific sectors of production.

2. Was the ceiling foreseen for the national exceptions of 300 products each for Argentina,
Brazil and Uruguay and 399 products for Paraguay reached? Can this ceiling be changed?

The list of exceptions applying to trade with third countries was set out in Decision 7/94 by
the Council of the Common Market (CMC). Since MERCOSUR has had to adapt its nomenclature
based on the Spanish and Portuguese versions adjusted to the amendments to the Harmonized Commodity
Description and Coding System, and to the single version in Spanish, which the prescribed limits have
currently been exceeded, in no way has the range of exempted products in question been changed.
Itisnot foreseenthat the ceiling of exceptions, established by Decision 7/94 of the CM C will bechanged.

3. Could the Parties provide a complete list of the headings of the Harmonized System that
are still not duty free? Could they indicate the trade volume involved for each of these products?

See document WT/COMTD/1/Corr.1 (Decision 24/94).
Any changes arising in the list will be submitted by MERCOSUR in due course.
The trade volume affected by the Adaptation Regime will be submitted as soon as possible.

The States Parties have submitted to the Secretariat of the WTO total import figures for 1995
in their national nomenclature in effect in 1994. They hope to submit information using statistica
data based on the MERCOSUR Common Nomenclature (MCN) as soon as possible.

4, Please provide a description of the extent to which the duties, charges and other measures
have already been eliminated on theParties reciprocal trade. Pleaselist sectorsor productswhich
are still protected, either by tariffs or by non-tariff barriers, and the current schedule for the
removal of the remaining barriers.

Duties and charges on trade within MERCOSUR have been eliminated for al products with
the exception of those included in the adaptation list for each country and in the lists of products of
the automotive and sugar sectors. In order to harmonize or remove non-tariff barriers, MERCOSUR
has created aspecia Technica Committee. Thelist of non-tariff measures has aready been submitted
and appearsin document WT/COMTD/1/Add.2 of 9 October 1995. Thelist of measuresto beremoved
was included as Annex |l to document WT/COMTD/1.
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5. The Parties explained that in the automotive sector, an ad hoc technical committee was
set up to draft a proposal for a common MERCOSUR regime. Can the Parties clarify whether
the MERCOSUR regime leads to the elimination of duties and other restrictive regulations of
commer cewith regar dtotheautomotivetradebetween constituent territoriesof thecustomsunion?

The basic guidelines of the Common Automotive Regime, which will come into force asfrom
1 January 2000, cover the following points:

1. Free trade within the common market;
2. Common External Tariff;
3. Harmonization of national incentives which distort competition in the region.
6. As stipulated in GATT Article XXI1V.8, a customs union is required to eliminate duties

and other restrictive regulations of commerce with respect to substantially all the trade between
the constituent territories of the union.

(a) Concerning the exceptionsto the elimination of dutieson reciprocal trade between
the States Parties:

() Could MERCOSUR providea list of thosetariff linesto be exempted, the
trade data of those productsindicating their sharein the wholereciprocal
trade?

Seereply No. 3. MERCOSUR does not envisage any permanent exception.
(i) Could MERCOSUR explain the criteria for exempting those products?
Reply in previous item (i).
(b) With respect to the exceptions to the elimination of other restrictive regulations
of commerce, could the States Parties to the MERCOSUR provide a list of the

exemptive restrictive regulations?

) With respect to restrictions subject to a harmonization process, could the
States Parties to the MERCOSUR provide a list of those restrictions?

The non-tariff barriers which will not be eiminated will be harmonized. MERCOSUR has
already submitted the list in Annex Il to WT/COMTD/1.

(i) Please explain the criteria for exempting those regulations.

The criteria which will be used are in accordance with Article 50 of the 1980 Treaty of
Montevideo and with Articles XX and XXI of the GATT/94. For further clarification see WT/COMTD/1

(Spanish), page 5.

(iii)  Could States Parties to the MERCOSUR indicate the time-frame of the
elimination/harmonization of the relevant regulations?

At its XXV Meeting in Fortaleza, Brazil (December 1996), the Common Market Group of
MERCOSUR agreed to establish a time-frame for the elimination or harmonization so as to set, by
31 July 1997, dates at which the measures and restrictions could be eliminated and harmonized.
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7. Annex |l (restrictions for limitation and/or harmonization by Subgroups) lists literally
hundreds of measures that are either slated for elimination or harmonization.

(a) At what stageisthisprocess? Haveimport restrictions identified in Annex |1 by
the Common Market Subgroups been eliminated or harmonized by all the
MERCOSUR Parties?

See reply 6(b)(iii).

(b) What precisedly does the citation of a regulation in Annex Il mean? Will a
regulation cited for eimination ssimply be eliminated without promulgation of
additional legislation?

Any elimination and/or harmonization of restrictions will be the subject of a decision by the
CMC or resolution by the GMC and in accordance with Article 42 of the Ouro Preto Protocol, where
necessary will beincorporated in or removed from, as appropriate, the domestic legal systemsthrough
the procedures laid down by the legislation of each country.

8. The representative of MERCOSUR mentioned in his opening statement to the Working
Party that somenon-tariff restrictions are being eliminated among the membersof MERCOSUR.
Is there any time limit for the complete phasing out of existing non-tariff restrictions? If not,
how can the residual restrictions be justified in terms of the obligation of a customs union to
eliminate duties and "other restrictive regulations of commerce" with respect to substantially all
the trade between the constituent territories of the union, as set forth in paragraph 8(a)(i) of
Article XX1V of GATT 1994?

See reply 6(b)(iii).

Another related question concerns any non-tariff restrictions which may be introduced
following theimplementation of thetrade liberalization programme, such asBrazil's 1995 import
guota on automotive products. Aresuch restrictions equally applicable to member and non-member
countriesof MERCOSUR, or arethey applicableto the membersof MERCOSUR on ar eciprocal
basis?

Restrictions applied by Brazil in 1995 were withdrawn in the same year.

9. Please specify the existing non-tariff restrictions currently applicable among the member
countries of MERCOSUR.

Seereply 4.

10. Does MERCOSUR contemplate theretention of any barriersto trade after the phase out
period is complete?

See replies 6(a)(i) and 6(b)(ii).
11. What will result from restrictions listed for harmonization?

(a) Isthere a timetable for decisions by the Common Market Group, and are there
consequences in trade terms if that timetable is not adhered to?

See reply 6(b)(iii).
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The definition of the timetable presupposes the commitment of the States Parties to meet it.
If the timetable is not adhered to, this does not entail per se any consequences in terms of trade.

(b) What is the process for determining how a restriction is harmonized? At what
level will restrictions be applied? The most restrictive, least restrictive? Will
harmonization of an import standard result in identical import requirements for
all MERCOSUR Parties?

Toharmonizeameasure, first of all thelegal regimeswhich areto beharmonized areidentified,
after which a harmonization formulais agreed at the most appropriate level to meet the objectives of
the Treaty of Asuncion. Themeasuresto be harmonized must beidentica for all partsof MERCOSUR.

(© How do MERCOSUR harmonization objectives comply with the requirement of
the World Trade Organization Agreement on the Application of Sanitary and
Phytosanitary Measures, in particular provisions requiring measuresto be based
on risk assessment, as appropriate to the circumstance (Article 5.7), and that
measures are adapted to the characteristics of the area to which the product is
destined (Article 6.1)?

Under Decision 6/96 of the Common Market Council, the WTO Agreement on the Application
of Sanitary and Phytosanitary Measures was adopted as the regulatory framework for the application
of sanitary and phytosanitary measures by the States Parties of MERCOSUR. In order to implement
the Decision, the new structure created under the auspices of Technical Subgroup No. 8 (Agriculture)
of MERCOSUR, will consist of:

- Anima Health Committee;

- Plant Health Committee;

- Committee for Products of Animal Origin; and
- Committee for Products of Plant Origin.

The work on harmonizing sanitary and phytosanitary measures and the work undertaken in
different spheres of the Common Market Group will have to be in line with the disciplines set down
in the WTO Agreement on the Application of Sanitary and Phytosanitary Measures.

(d) How do theobjectives of har monizing sanitary and phytosanitary measureswithin
political borderscoincide with theinternational trend towar ds application of such
measur es based on regionalization?

See reply 11(c).

(e Does harmonization of an import standard for a given product imply that product
will move without restrictions among MERCOSUR Parties?

Products will move in accordance with the requirements set out in the harmonized standard.

() What are the objectives of MERCOSUR's harmonization efforts for non-tariff
import restrictionsfor: plant health, animal health, food safety, technical standards
(including processed foods), and environmental protection. (Please address each
area individually.)

With regard to animal and plant health, the objectives of the harmonization of non-tariff import
measures are based on the need to avoid the spread of certain diseases and/or illnesses and to preserve
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the health of plants and animals, in order not only to safeguard the interests of the region, but also
to adapt to internationa standards in these areas, such as the Rome International Plant Protection
Convention and the Internationa Office of Epizootics. For technical standards, the application of
harmonized internal standards or regulations on classification, quality control or marketing of products
destined for international trade are designed to make it easier for minimum levels for the four States
Parties to be met.

The harmonization objective of environmental provisions in MERCOSUR is to promote
sustainable development, so as to satisfy the economic and social needs of the existing population,
without compromising the needs of future generations, that isto say, that environmental measures do
not become barriers to free trade in the region and likewise that free trade does not become a factor
which damages the environment.

(9) Specifically, what arethe expected results regar ding har monization of each of the
following restrictions listed in Annex I1:

The guidelines on restrictions and non-tariff measures are determined by Decision 3/94 of the
CMC and by Resolution 123/94 of the GMC which provide that the Technical Committee of the CMC
must: consolidate and update the list of restrictions and measures to be eiminated and subject to
harmonization, respectively; identify unnotified restrictions and measures and propose the timetable
for their elimination and harmonization; and draft harmonization proposals.

The listed measures subject to this programme do not correspond to the "other restrictive
regulations of commerce" concept referred toin Article X1V.8(a)(i) and are compatible with the WTO
rules. MERCOSUR has put together a preliminary list of non-tariff measures and as a result these
have been classified in three groups: harmonized, eliminated or justified. Work is progressing on
these measures in the harmonization process.

) Technical standards, page 23, Uruguay, to be harmonized, Measure 63:
pre-inspection for importation of food products;

This measure is being studied by " Technical Subgroup No. 3"; specific results regarding its
harmonization have not been achieved to-date.

(i) Technical standards, page 26, Argentina, to be harmonized, Measure 70:
pre-inspection of fresh, dried and dehydrated fruit;

This measure is being studied by "Technical Subgroup No. 3"; specific results regarding its
harmonization have been achieved to-date.

(iii)  Agricultural policy, page 41, Brazil, to be harmonized, Measure 116:
wines: prohibition on imports in containers larger than one litre;

Under the MERCOSUR Grape and Wine Growing Regulations, Resolution 45/96 of the GMC,
this prohibition is being eliminated.

(iv) Agricultural policy, page 49, Paraguay, to be harmonized, Measure 172:
establish sanitary regulations for imported meat destined for internal
consumption.

The outcome envisaged by the harmonization of this measure is to allow free movement of
this product in the region, whilst protecting human and animal health.
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(h) How arethird countriesinformed of new import policiesand procedur es devel oped
through the harmonization process?

The Pro-Tempore Chairman of MERCOSUR undertakesto notify the decisionsand resol utions
to the WTO, where appropriate.

) How will third parties be assured that the harmonization will not create new
barriers to current trade with MERCOSUR Parties?  Specifically, will
harmonizationresult in new market accessrestrictionsfor third countriesexporting
to any of the individual countriesin MERCOSUR?

Harmonizations achieved upon by the States Parties of MERCOSUR seek to facilitate trade.
With regard to trade with third countries, MERCOSUR will scrupulously meet its WTO obligations.

() What isthe relationship between the plant quarantine activitiesin MERCOSUR
and the plant health activities of COSAVE? How arethese two activities linked?
Do they have separate missions?

COSAVE is a purely technical regional organization, that is, its assessments and standards
are considered as options for implementation by the member countries. As regards MERCOSUR,
the resolutions adopted are binding: the States Parties have a binding obligation to implement agreements
whichthey havesigned. However, itisimportant to point out that, asageneral rule, COSAVE technical
regul ationsareendorsed by MERCOSUR and prepared for adopti on and i mplementati on by themember
countries.

(k) What is the regional body for animal health matters (i.e., the counterpart of
COSAVE in theanimal health area)? To what extent have har monization efforts
been carried out in the area of animal health?

The Ministries and Ministers of Agriculture of the CONASUR member countries (Argentina,
Brazil, Paraguay, Uruguay and Chile) constitutethe Regional Committeefor Animal Health (CORESA)
with the main objective of coordinating and increasing regional capacity to prevent, lessen and avoid
impact and risks of problems affecting the production and marketing of live animals, and anima products,
sub-products and by-products, taking into account the animal health situation, sustainable economic
development, human health and environmenta protection.

Harmonizations agreed upon under CORESA were mostly endorsed by MERCOSUR in the
animal health area.

12. What non-tariff measuresarestill in forceontechnical standards, plant and animal health,
environmental protection and safety? Could the Parties provide more details on how these measures
will be harmonized?

Seereply 4.

13. Could the Parties provide specific information on the type and cover age of the resolutions
so far adopted regarding the harmonization of standards?
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Thelist of harmonized technical standards and their implementati on status has been transmitted
to the Secretariat for consultation by interested delegations.*

14. Could thePartiesclarify themeaning of "asawhol€e" in "thedutiescovered by Article VII|I
of the General Agreement are fixed as a whole in accordance with the provisions of that Article
and the obligations assumed by the States Parties to MERCOSUR in the Uruguay Round", in
the reply to question 1.10 of WT/COMTD/1?

The meaning of "as awhole" is that thisis in accordance with the provisions of Article VIlII
of the Genera Agreement of GATT.

15. Could the Partiesmention every measurein for cein each country adopted in thesituations
envisaged in Article 50 of the 1980 Treaty of Montevideo?

It is understood that the non-tariff measures which the States Parties have adopted and which
are being examined by the Technica Committee (CT 8 - Non-Tariff Restrictions and Measures) of
the Trade Commission respond to thesituationsforeseenin Article50 of the 1980 Treaty of M ontevideo.
The Technica Committee (CT 8) has classified these measures of the States Parties as follows:
harmonizable, justifiable, or to be eliminated. See replies 4 and 11.

. THE COORDINATION OF MACROECONOMIC POLICIES

16. Please update the information provided in WT/COMTD/1 on the plans MERCOSUR
members have in the area of economic harmonization, whether in fiscal, monetary, or financial
policy areas, and indicate what progress has been made in this area.

The document "MERCOSUR Action Programme to the year 2000" has defined the courses
of action, based on macroeconomic coordination as defined in Article 1 of the Treaty of Asuncion,
placing emphasis on the overall assessment of the economic problems of the region as an initia stage
for future coordination. In this context, and with regard in particular to financia policy, there have
been discussions about procedures for harmonizing accounting standards, consolidated supervision of
financial institutions, among other aspects, and it has already been agreed to issue financia standards
based on the Basel Agreements.

Likewise, agreements have been reached in theinsurance market relating to particular services
(multimoda transport and civil liahility) and there have been periodical assessments of the regional
monetary and exchange situation, and of trendsin capital marketsand of the standardsregulating them,
with a view to future harmonization.

17. The tax burdensimposed by the four MERCOSUR membersdiffer substantially. Brazil
in particular has a complicated tax structure with a greater variety of indirect taxes on business
operationsthan theother countries. Thenet effect of differinglevelsof tax burden isto potentially
concentrate capital and economic activity in a country with morefavourabletax treatment. What
are MERCOSUR's plans for addressing such tax and fiscal issues?

Studies have begun on aspects of fiscal policy which distort regiona trade flows.

18. Could the Parties provide an updated version of all the Decisions or Resolutions adopted
by the high-level bodies of MERCOSUR on the coordination of sectoral policies?

This documentation is available in the Secretariat (Office 3006) for consultation by interested delegations.
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Decision No. 8/93 of the CMC "Minimum Regulations of the Capital Market"; No. 10/93
of the CMC "Adoption of Principles and Standards set down by the Basel Committee”; No. 12/94
of the CMC "Adoption of the Principles of Consolidated Banking Supervision"; and Resolution
No. 120/94 of the GMC "Civil Liability Insurance".

These decisions and resolutions have aready been submitted to the WTO.
. THE ESTABLISHMENT OF A COMMON EXTERNAL TARIFF AND THE ADOPTION

OF A COMMON TRADE POLICY IN RELATION TO THIRD STATES OR GROUPS OF
STATES

19. A number of changes in tariff rates by individual members of MERCOSUR since
1 January 1995 have created substantial uncertainty as to what the current rates are. Please
provide a complete tariff schedule for both intra-MERCOSUR and third country trade.

TheCET (Common External Tariff), the Listsof Exceptions, Adaptation, Exceptionsresulting
from Adaptation, Capital Goods, Information Technology and Telecommunications, and special import
regimes of the States Parties are available in document COMTD/1 Annexes| and Il. See lists of the
four countries.

20. In document WT/COMTD/1, the reply to question 3.6 gives the information that the
common external tariff (CET) is constructed as "a weighted average whose level will be lower
than thetariffsapplied by the States Partiesprior to signature of the Treaty of Asuncién". While
the reply to question 3.7 states that the weighted average is lower than that applied individually
by the member countries prior to the conclusion of the Treaty of Asuncion. We would like to
know whether this principle has already been respected since 1 January 1995 or is scheduled for
next year? Isthisrule applicable for all tariff items (item-by-item) or for the average rate of
incidence?

Inthe CET effective asfrom 1 January 1995, the weighted average (the average rate of incidence)
of the tariffs is lower than the national tariffs which were applied previously by each State Party of
MERCOSUR. In order to compare the average rates of incidence in accordance with Article XXIV:5
and therelevant Understanding of the Uruguay Round, it would be necessary to carry out the cal culation
on the basis of import data from the period 1988-90 (prior to the Treaty of Asuncion) and to make
a comparison with the data for 1995.

The problem which arisesin carrying out this comparison derives from the different nationa
tariff nomenclatures used by each country in the period 1988-90 and the great difficulty in developing
atable of correlation or equivalence between these nomenclatures and the Common Nomenclature of
MERCOSUR.

Given this technical difficulty, and despite having evidence that average rates of incidence of
national tariffsfrom 1988-90 are higher than those of the CET 1995, the States Parties of MERCOSUR
consider it appropriate to carry out the comparison using the period 1992-94. This could speed up
the examination of the consistency of MERCOSUR with Article XXIV. For this purpose, we have
already submitted to the Secretariat of the WTO the import data for this period and, we will shortly
provide acorrelation between each nationa nomenclaturein forcein 1994 and the common MERCOSUR
nomenclature.

We hope that the Secretariat of the WTO would be able to carry out a comparative analysis
of the average rates of incidence for the information of all the member countries.
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21. Certain temporary exemptions were made to the MERCOSUR common external tariff
following themeeting of the Common Market Group held in April 1995. Could thePartiesconfirm
that the 20 per cent duty which was originally foreseen for footwear products will be returned
to as from 1 April 19967

The States Parties are applying the appropriate rates in accordance with the Common External
Tariff.

22. Weunder stand that at the Asuncién meetingin August 1995, themembersof MERCOSUR
considered requests for an expansion of the list of exempted products, or, at a minimum, the
right to add items to replace other items already on national "exemptions lists' every 90 days.

(a) Please describe the outcome of this decision.

Through Resol ution 69/96 M ERCOSUR allowstemporary exceptionsto the Common External
Tariffs of up to 20 products per year per State Party due to supply shortages in the region. This
Resolution will be in force until July 1998. The applications by each country must be agreed by
consensus in the MERCOSUR Trade Commission.

The Trade Commission's guidelines relating to the implementation of Resolution 69/96 are
available in the Secretariat for consultation by interested delegations.

The ceilings of the national "lists of exceptions' have not been changed. (Seereply 2.)

(b) Does a final list of exceptions now exist?

See reply 22(a).

(© Do you envision additional changes to the lists?

See reply 22(a).

(d) Please summarize the exceptions each of the MERCOSUR Parties is entitled to
and the list each has adopted. Please also provide the full, final exceptions list
to the members of this Working Party.

See reply 19.

(e What process will MERCOSUR useto ensurethat itsWTO partners are notified
of changes that are made to the CET and individual country tariff schedules?

The Pro-Tempore Chairman of MERCOSUR regularly notifies the WTO Secretariat of the
Decisions and Resolutions approved by MERCOSUR.

23. Please describe MERCOSUR's plans with regard to a common sugar regime.

In accordance with Decision 16/96, the Ad Hoc Sugar Group has until May 1997 to submit
a proposal to the GMC for atariff reduction scheme for the sugar sector.

24, We understand some products were exempted from the application of the CET as of
1 January 1995. What isthe specified time schedule for the gradual inclusion of such exempted
productsinto its CET schedule?
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For the 300 exceptions of Argentina, Brazil and Uruguay, the time-limit is the year 2001,
Paraguay can exempt its 399 products from itslist to the CET until the year 2006. For capital goods,
the time-limits for Argentina and Brazil last until the year 2001 and for Paraguay and Uruguay, until
the year 2006. In the case of the information technology sector, al the countries have until 2006 for
its gradual inclusion into the CET. Seereply 2.

25. Could the Parties specify the products for which the convergence period is expected to
last until 20067
See reply 24.

26. There is a wide range of exceptions to the CET and the convergence of the exceptions
tothe CET will in some casestake 11 years. Inthisrespect, wethink that this CET isexceptional
and that thor ough examination is needed to secur ethe compliance of the CET of the MERCOSUR
with Article XX1V.8(a)(ii), which reads "substantially the same duties".

(@) From thispoint of view, can the MERCOSUR memberselaborate on therationale
or criteriafor settingdown such exceptionsand thereason for the11-year transition
period?

The CET is designed to encompass dl tariff items. The CET convergence guidelines for existing
exceptions have already been established (see reply 24). Exceptions still existing after 2001 have a
defined convergence and account for a low volume of trade. MERCOSUR considers this procedure
preferable to simply excluding these products, with no fixed timetable for their inclusion in the CET.
Moreover, Mercosur considersthat thetimetabl esindicated above comply with thecriterion established
in Article XXI1V:5(c).

(b) Could the MERCOSUR provide us with trade data on those exceptions and also
data indicating their shares in the whole trade?

Mercosur will provide this information as soon as possible.

27. MERCOSUR envisages five categories of exceptionsto the application of aCET. Isthere
an estimate available of the magnitude of MERCOSUR's trade affected by these exceptions?
In other words, what amount of total imports from member countries would have been subject
to such exceptions on the basis of import statistics for, say, 19947

Mercosur will provide this information as soon as possible.

28. Inorder toestablish a customsunion, asstated in Article XX1V.5(a), "the dutiesand other
regulations of commerce... shall not be higher or more restrictive than the general incidence of
the duties and regulations of commerce applicable in the constituent territories prior to the
formation of such union...".

See reply 20.
(@) Could MERCOSUR provide a comparison of the overall level of tariff rates between
the CET and each State Party's applied rate on the basis of the trade-weighted

average of applied rates?

See reply 20.
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(b) Could MERCOSUR explain thesituation concer ning the establishment of common
regulations of commerce, and could MERCOSUR confirm that the common
regulations are not more restrictive than the previous regulations of each State
Party?

In neither of the cases, beit in the common regulations effective as from 1 January 1995, or
in the regulations which are being drafted, have provisions and obligations been established which
could be considered more restrictive than the regulations previously applied by each State Party of
MERCOSUR.

Likewise, the standards that have been or are being prepared, which affect trade with third
countries, have been developed in accordance with the WTO Agreement and the commitments of the
States Parties of Mercosur as members of the WTO.

29. In the case where the level of tariffs of the CET goes beyond that of the Uruguay Round
schedule of each member country, this would constitute a breach of the obligation provided in
Article Il of the GATT. In such a case, in accordance with Article XX1V.6 of GATT and the
Understanding on the Interpretation of Article XX1V of GATT 1994, the procedure set forth in
Article XXVIII must be commenced before tariff concessions are modified or withdrawn upon
theformation of a customsunion. However, the CET was enforced as of 1 January 1995 without
respecting this procedure and, as a result, the interests of a third country have been adversely
affected.

(@) For thisreason, could the States Parties to the MERCOSUR provide a list of the
CET lineswhich exceed the leve of the bound tariff rates of the Uruguay Round?

MERCOSUR has aready provided the WTO with the list of CET lines of which the duties
exceed the bound tariff rates of the Uruguay Round. Document WT/COMTD/1/Add.5/Rev.1.

(b) Could the States Parties to the MERCOSUR also submit the relevant data necessary
for Article XXVIII negotiations:

() Statisticsof importsof therelevant productsinvolved, by country of origin,
for the last three years (i.e. from 1992 to 1994 and their average); and

MERCOSUR will provide this information as soon as possible.

(i) anindication of which countriesareaffected by order of principal supplying
countries and countries with a substantial interest?

MERCOSUR will provide this information as soon as possible.

30. Whileit isenvisoned in Article XXIV that countries may break tariff bindingsin the process
of forming a customs union, there are specific procedures that must be followed to notify the
breach of a binding, to negotiate compensation with affected countries and to replace the tariff
schedules of individual countries with a schedule for the new customs union. It is our analysis
that one MERCOSUR Party - Brazil - has broken a number of its tariff bindings in the process
of adopting the MERCOSUR CET. WTO rules clearly specify that negotiations with affected
countries areto begin PRIOR to the breach of tariff bindings. When does Brazil intend to notify
these modifications to its bound tariffs properly, provide the required trade and tariff data and
begin compensation negotiations?
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Brazil fulfilsall itsobligationsunder theWTO. Together withthe other MERCOSUR partners,
Brazil has notified the tariff items which will be subject to a change in the bound duty. MERCOSUR
has aready shown itswillingness to engage in joint consultation with the aim of ng the changes
which the States Parties are seeking to make in their individual schedules of concessions.

31. The MERCOSUR Parties currently maintain their WTO schedules as individual
governments. A WTO tariff and services schedule for MERCOSUR does not exist, but the
individual schedules of Argentina, Brazil, Paraguay and Uruguay exist. What intentions do the
Partieshavetowithdraw their individual schedulesand replacethem withaM ERCOSUR schedule
in the WTO?

See document L/7615 of 23/12/94.

32. In accordance with Article XX1V.5 and the associated Uruguay Round Under standing,
the WTO Secretariat is charged with producing an assessment of the general incidence of the
duties and other regulations of commerce before and after the formation of the MERCOSUR
customs union. This assessment isto be made on the basis of the weighted aver age applied tariff
rates. This information is vital for the Working Party's assessment of the consistency of the
MERCOSUR Agreement with Article XX1V. To date, the MERCOSUR countries have supplied
only part of theinformation requested and required for thisanalysis. When dothe MERCOSUR
Parties plan to supply this information?

See reply 20.

33. In the United States, specific Congressional authorization isrequired to alter tariff levels.
Do any or all of the four MERCOSUR countries require legislative approval to make changes
tothe CET or totherates charged on productscurrently excluded from the CET? Please provide
copies of the relevant pieces of national legislation.

Argentina is sending a copy of Article 75 and Article 76 of the 1994 National Constitution
and a copy of Law on Ministries, Article 19, which provides for the power to set tariffs.?

The Brazilian Government is empowered by the legislature, to ater tariffs (Law 3244, of
14.08.37).

In Paraguay nolegislativeapproval isrequiredtoalter theCET. Law No. 1095/84 isapplicable,
Article 10 of which provides: "The Executive Branchis empoweredto: (a) Establish and dter levels
of customs duties and charges on imported goods."

In Uruguay no legidlative approval is required to ater tariff levels: Laws Nos. 14629 of
5 May 1977 and 12670 of 1959 are applicable. These laws empower the Government to set and alter
tariff levels.

34. Please specify through which legal instruments MERCOSUR has implemented, or plans
to implement, the zero internal tariff and the CET.

MERCOSUR has provided for the zero tariff for trade among its members through Common
Market Council Decisions Nos. 5/94 and 24/94. The Common Externd Tariff (CET) is applied pursuant
to Common Market Council Decisions Nos. 7/94 and 22/94.

2This documentation is available in the Secretariat (Office 3006) for consultation by interested delegations.
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Argentina applies the CET pursuant to Decree 2.275/94 and 998/95 as amended.

Brazil applies the CET pursuant to Decree No. 1767, of 28 December 1995 and No. 1840,
of 29 April 1996.

Paraguay applies the CET and the zero interna tariff, with its particular exceptions, pursuant
to Decrees Nos. 12.056 and 15.512/96.

Uruguay applies the CET and the zero internal tariff with its exceptions pursuant to Decrees
564/94 and 568/94, as amended.

35. Could the Parties explain the features of the institutional functioning of MERCOSUR
which required theadaptation of theprovisionsof theSafeguard Clauseaslaid downin Article XIX
of GATT? Could the Parties provide a copy of this legisation?

Decision 17/96 of the Council of the Common Market, which approvesthe” Regulation relating
to the application of measures of safeguards for imports originating from non-member countries of
the Common Market of the South (MERCOSUR)", isin accordance with Article XIX of the GATT 94
and with the WTO Agreement on Safeguards.

36. What kind of trade policy instruments do the Parties envisage adopting? What trade
measur es have already been adopted? Under what criteria are they implemented? Arethey in
conformity with the Uruguay Round provisions? If so, please explain how.

The common trade standards which have been drawn up so far in MERCOSUR cover aspects
related to Common Trade Policy and the Common Externa Tariff, such as customs administration,
non-tariff restrictions, standardsof origin, technical standards, anti-trust measures, consumer protection
and safeguards.

Common regulations on unfair trade practices (dumping and subsidies) are being drawn up.

Standards which have been drawn up or are being drawn up, which affect trade with third
countries, have been developed in accordance with the WTO Agreement and the commitments of each
State Party to MERCOSUR as a member of the WTO.

The document "MERCOSUR Programme of Action to the Year 2000" approved by the
Council of the Common Market in Decision 9/95 outlines the objectives and the actions/guidelines
which will guide the MERCOSUR negotiations in order to develop and strengthen the framework for
integration.

All the trade policy provisions adopted by the States Parties to MERCOSUR will be notified
to the WTO in due course.

V. RULES OF ORIGIN

37. MERCOSUR's Rules of Origin appear to provide for the following:

- The tariff heading of the product in question must be different from that of the
third country inputs used during production;
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- if the tariff change did not occur in production, or if the change in tariff heading
happened only through "simple assembly” or other non-substantial means, then
the imported product is examined to seeif it meets a "reverse content” test (i.e.
the c.i.f. value of imported inputs/parts cannot be greater than 50 per cent for
the product to be digible for the preferential tariff rate).

General questions:

(@) How do the Rules of Origin for MERCOSUR products adhere to principles set
out in Annex I, paragraph 3(a), of the Agreement on Rules of Origin in the
GATT 1994, which require that rules be clearly defined?

It isconsidered that the rules of origin which apply to intraaMERCOSUR trade are compatible
with the Agreement on Rules of Origin in the GATT 1994 and that they are defined clearly.

(b) IsMERCOSUR currently considering making any changes to the rules of origin
agreed to at thetimethe Treaty of Asuncion wassigned? |If so, what istheimpetus
for those changes and what process will be used for renegotiating the rules of
origin?

The Treaty of Asuncién of March 1991 set out inits Annex |l the rules of origin to be applied
during transition period 1991-94. Asfrom 1 January 1995, it was agreed that a new set of rules of
origin would come into force, to be applied only for products included in the list of exceptions of the
States Parties.

(© Nocentralized authority regulatescertificatesof origintodeter minewhich products
should enjoy the MERCOSUR preferential tariff rates. Currently, ether
gover nmental bodiesor privatesector designatesareauthorized toissuecertificates
for specific sectors. Attachment Il to the Agreement containsrulesand guidelines
governing the decisions of these organizations, but what mechanism existsto address
guestions either about individual decisions or about the consistency of practices
among the different groups?

Each State Party has abody responsible for the issuing and application of rules of origin. The
body in question is empowered to delegate the issuing of certificates of origin to other public
organizations or higher leve entities at the national, state or provincial level. An official department
is responsible for the supervision of the issuing of certificates of origin.

The Common Market Group, the Trade Commission and the Technica Committee No. 3" Trade
Rulesand Disciplines' of thiscommission, arethebodiesof MERCOSUR with the powers and capacity
to adopt decisions of any kind in thisarea. Directive 12/96 of the Council of the Common Market
ensures compatibility of procedures between the different certifying bodies and entities.

38. MERCOSUR's opening statement to the Working Party indicated that eigibility for
intra-regional trade will be granted to products with a minimum regional content of 60 per cent
or which undergo a change in tariff heading within the region. This statement contradicts the
50 per cent regional content requirement stated in MERCOSUR's original response to questions
posed by contracting parties, as contained in document L/7540 of 26 October 1994. Has there
been any changein theregulationsand policiesof MERCOSUR membersleading to an agreement
on a higher regional content requirement? If so, what wastherationalefor introducing a stricter
requirement?
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The Rules of Origin in force during the transition period 1991-1994 were applicable until
31 December 1994 and set down a 50 per cent national content requirement for each State Party of
MERCOSUR. The Rules of Origin in force from 1 January 1995 were approved by Decisions 6/94
and 23/94 of the CMC. The national content requirement has risen to 60 per cent, but alows for
regional accumulation by considering goods of aMERCOSUR State Party as national products of the
other MERCOSUR States Parties for the purposes of this requirement. See reply 37(b).

39. Will MERCOSUR adopt common non-preferential rules of origin and in which sectors
will they be applicable? Could a copy be provided?

At the moment MERCOSUR does not have common non-preferential rulesof origin. 1n some
countries non-preferential rules of origin are applicable for some sectors.

40. With respect to rules of origin, the work programme concerning harmonizing rules of
origin will be completed within three years of initiation of the work as stipulated in Article 9 of
the Agreement on Rules of Origin. Can it be taken for granted that the results of the work
programme will bereflected in therulesof origin of MERCOSUR? Until such atime, what kind
of rules of origin will be applied?

Concerning the possible adoption of non-preferentia rules of origin the results of the WTO's
Working Party in this area will be taken into account.

The preferential rules of origin are applicable in intraaMERCOSUR trade in accordance with
Additional Protocol VIII of the Latin American Integration Association (LAIA) Economic
Complementarity Agreement on rules of origin, equivalent to Decisions Nos. 694 and 2394 of the
CMC.

41. At thefirst meeting of the Working Group, thePartiesinformed that the goodsoriginating
from free zones, processing zones, etc. will be subject to the CET with some exceptions. Could
the parties specify what these exceptions are?

Goodsoriginating from free zones or export-processing zonesare considered to befrom outside
the area and as such are subject to the payment of the Common External Tariff (CET), except for
products exempted from the CET, to which the duty provided for in the lists of exceptionswill apply.

42. What will be the rule or origin applicable to goods coming from free zones, processing
zones etc.?

Insofar as the Common Externa Tariff (CET) islevied on the goods, a certificate of origin
is not required.

43. Please describe the treatment afforded to products of free-trade zonesin MERCOSUR.
See replies 41 and 42.

44, In Articles 3 and 4 of Annex |l to the MERCOSUR Agreement, specific requirements

of origin arementioned. Could MERCOSUR explain the developments among member countries

on this point?

Seereply 38. See Decisions Nos. 6/94 and 23/94. (Annex |Il Doc. WT/COMTD/1)



WT/COMTD/1/Add.4/Rev.1
Page 17

45, Articles 3 and 4 of Annex Il indicate that State Parties to MERCOSUR may
establish/determine "mor e specific requirements of origin”.

(a) Are these published rules?

Yes.

(b) Arethey developed by MERCOSUR countries as a comprehensive exercise or are
they are the result of ad hoc individual cases which evolve into rules?

MERCOSUR develops rules as a comprehensive exercise, which must be gpproved by consensus
in all cases.

(© Were these specific requirements notified to WTO?

The list of products with specific requirements of origin currently in effect appears in
Decision 23/94, communicated to the WTO (WTO/COMTD/1) which was submitted in December 1994.

46. Isacertificateof origin requested for the importation of all productsfrom third countries
or just for certain products? What information, apart from the country of origin, isrequired?
Could a copy be provided?

In cases where an importing country grants a preference on a product, a certificate of origin
must be requested for the preference to be obtained. The relevant text has aready been submitted
in Document WT/COMTD/1, Annex lIl.

47. The sequence appears to be that the certificate/declaration of origin has to be issued by
a producer or exporter, after which it is "certified" by an official department or authorized
association. According to Article 13, it isvalid for 180 days "from the date of their issue".

(a) Does this mean that the date of certification is not relevant to how long a period
it isvalid?

The period of 180 days runs from the date on which the certificate of origin is issued by the
authorized association. The producer is not authorized to issue this certificate.

(b) If an association delayscertification for 179 daysafter theproducer issued it, would
that mean that the certificate is only good for one day, the 180th after it was
"issued" by the producer?

See replies 47(a) and 47(c).

(© Articles 11 and 12: is a "declaration" the same thing as a "certification"?

They are not equivalent. The "declaration” is carried out by the producer in order to obtain
the certificate and the "certification” is the act of issuing the certificate.

(d) Article 13: does this mean that a certificate of origin can be a "blanket" for all
imports of such goods for 180 days? Or doesit mean that the certificate is good
only for a particular shipment for 180 days?

The certificate of origin is only good for a particular shipment.
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48. Rulings/appeals:

(a) How will importers and exporters obtain binding advice or guidance in the form
of ruling, asWTO Parties agreed to ensurein Annex Il to the WTO Agreement
on Rules of Origin?

(b) Isadvice from an importer to one country "binding" on another country? if not,
isthererdief for an importer who hasrelied on the advice from one MERCOSUR
country asto origin when, in the opinion of another MERCOSUR country, it was
incorrect?

(© What avenue is available to importers and exporters to obtain an independent
review of an origin determination (e.g. a situation under Article 16), as WTO
Parties agree to ensurein Annex Il to the WTO Agreement on Rules of Origin?

SinceMERCOSUR isanintergovernmental body, both questionsand complaintsby individuals
must be addressed to thejoint bodies through national organizations. Thefour States Parties also have
their ownlegal provisionsfor challenging administrativeactions, which provideasatisfactory guarantee
of compliance with the law.

One of the functions of the MERCOSUR Trade Commission is to take decisions on the
administration and application of trade policy instruments agreed upon by the States Parties. It can
also consider the applications made by individualsto their respective national sectionsand either settles
them directly or transmits them to the Common Market Group for a decision.

V. MEASURES RELATED TO IMPORTS FROM THIRD COUNTRIES

49.  Could the Parties explain the situation as regards regulations concerning unfair trade
practices? What is their specific coverage? Has any piece of legisation been adopted? If so,
please provide copies. If not, when are these expected?

The States Parties of MERCOSUR have ratified the Uruguay Round Agreement on
Implementation of ArticleV1 and the Agreement on Subsidiesand Countervailing Measures. Common
rules are aso being developed in the area of unfair trade practices (dumping and subsidies).

50. Could thePartiesexplainin detail thecommon set of rulesgover ning unfair trade practices
they are working on?

Seereply 49. Technical Committee 6 isaddressing the issue and has not yet reached thislevel
of definition in its work.

51. Can it beunderstood that if a State Party invokes safeguard measur es, the safeguard will
be invoked without excluding trade with other States Parties?

The "Regulations Concerning the Application of Safeguard Measures for Imports Originating
from non-member countriesof MERCOSUR" was approved through Decision 17/96. Guidelineshave
been drafted concerning the application and/or improvement of this regulation.
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52. Isit correct to understand that one common safeguard will be applied by MERCOSUR?
If thisisthe case, could a copy of thelegal instrument and mor einformation on how the safeguard
instrument will function, for instance which authority will apply the instrument, how will the
injury be determined, etc. be provided? Will a single MERCOSUR instrument also be created
for anti-dumping and anti-subsidies proceedings? Could thePartiesprovide acopy of thecommon
regulations on safeguards in relation to third countries?

See replies 35, 49 and 51.
53. Anti-dumping and countervailing duties:

€)) Could the States Partiesto M ERCOSUR providea synopsisof thethreedocuments
(mentioned in theresponseto question 5.3 of document WT/COM TD/1) approved
pursuant to Article 4 of the MERCOSUR Agreement? What sort of consultations
and exchanges of information on unfair trade practices are envisioned among the
Member States?

The documents to which the reply to question 5.3 of document WT/COMTD/1 refers are:

- Decision 3/92: "Procedure for complaints and consultations on unfair trade practices
applicable during the transition period". Thisis an anti-dumping system which was
in effect in the MERCOSUR region in the transition period.

- Decision 33/92: Extension of time-limits to meet objectives set out in the Treaty of
Asuncién for the transition period.

- Decision 63/93: Procedure for the exchange of information in connection with
anti-dumping investigations relating to imports from one of the MERCOSUR States
Parties. Information is exchanged between MERCOSUR members before or when
commencing an investigation. The objective of this exchange is transparency among
the partners of MERCOSUR in anti-dumping investigations.

(b) The purpose of anti-dumping and countervailing duty measuresis not to prevent
or even restrict importsbut rather to offset themargin of unfair tradeor theinjury
caused by it. ThePartieshavestated that common regulations have been approved
by MERCOSUR torestrict importswhich arethe subject of dumping or subsidies
by non-Member countries, yet the Partieshavealso stated that they will only apply
domestic legidation to restrict imports resulting from unfair trade practices.

) Isit the Parties intent to harmonize the administration of their domestic
legislation in the context of MERCOSUR or to administer a common law?
If the latter is the case, when do the Parties foresee the adoption of a
common law?

In 1993 the Council of Ministers of MERCOSUR approved Common Regul ations on Subsidies
and Countervailing M easures which was duly submitted to the GATT Working Party. When the Uruguay
Round negotiations were concluded, the common set of rules had to be adapted to the agreements
stemming from the Uruguay Round negotiations. For thisreason, anew common set of MERCOSUR
ruleson subsidiesis currently being drawn up, which will comeinto force as soon asthey are approved.

MERCOSUR has never had common anti-dumping regulations, but is currently drawing them
up. For the moment, each State Party maintains and applies its domestic legislation in the area of
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anti-dumping. Subsidiesand countervailing measureshavebeenduly notified totherel evant committees
of the WTO.

(i) Inthefuture, dothePartiesenvision aunified approachtoregulatingunfair
trade from non-Member nations, perhaps administered by a central
institution? If so, what might be the central institution?

See reply 49.

(iii)  Will dumped or subsidized importsfrom other MERCOSUR countries be
treated any differently from such imports from non-Member countries?
Within the context of creating a common market, isit the Parties intent
to abolish unfair trade regulations between Member States?

In accordance with the Protocol for the defence of competition approved by Decision 18/96
of the CMC, MERCOSUR States Parties will continue applying domestic legislation until 2000 in the
areaof dumping. Asfrom this date, MERCOSUR will have to decide on the application of acommon
set of rules for the defence of competition.

54, Please make available the relevant anti-dumping and countervailing duties legislation.
Please explain also how an anti-dumping proceeding which is carrying out the anti-dumping or
countervailing duty investigation and the injury investigation would work? Will a product imported
into one MERCOSUR country be subject to an anti-dumping or countervailing duty covering
the total territory of the MERCOSUR countries? Will future measures be equally applicable
to importsin every MERCOSUR country? In what respect is the situation different during and
after the transition period? Does this also imply that existing national anti-dumping and
countervailingduty legislation will disappear ? If so, by what date? What will happen with national
anti-dumping and countervailing measures that are in force?

See replies 49, 50 and 53(b).
55. Can it be understood that, if a State Party invokes anti-dumping or countervailing duty
measur es, these will be invoked without excluding trade with other States Parties? If thisis not

the case, can MERCOSUR explain the legal grounds for this?

To date, national provisions are applied which also apply to other countries of MERCOSUR.
Anti-dumping and countervailing duties will beapplied to the country under investigation in accordance
with international usage.

56. Can it be understood that if a State Party invokes balance-of-payments measures, these
will be invoked without excluding trade with other States Parties? If this is not the case, can
MERCOSUR explain the legal grounds for this?

GATT Article XVIII and the Uruguay Round Understanding will be respected in this regard.

VI. NATIONAL TREATMENT

57. Please confirm that Article 7 has no detrimental effect on the rights of WTO Members.

Article 7 of the Treaty of Asuncién has no detrimental effect on the rights of other WTO
Members.
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VII. MERCOSUR'S EXTERNAL RELATIONS®

58. Please confirm that Article 8 does not impair the rights of WTO Members.

Article 8 of the Treaty of Asuncion does not impair the rights of other WTO Members.
59. Please describe MERCOSUR's plans regarding the accession of new countries to the
Agreement, as well as MERCOSUR plans for other types of association with other countries,

short of accession.

Commitments under the LAIA

The purpose of negotiations between MERCOSUR and other member countries of LAIA,
including those referred to in Article 25 of the 1980 Treaty of Montevideo, is to replace bilatera
agreements in force prior to the formation of the Customs Union with new agreements between
MERCOSUR and each country. The progress made towards the conclusion of these new agreements
currently varies.

Resolution GM C 9/95 wasapprovedin 1995, authorizingthead hoc MERCOSUR-LAIA group
to pursue negotiations on the extension and renegotiation of both bilateral agreementswith other LAIA
countries as well as those referred to in Article 25 of the 1980 Treaty of Montevideo.

Sinceit was not possi bl e to conclude negotiationsto enabl e these agreementsto comeinto effect
on 1 January 1996, it was decided to extend the hilateral agreements previously in force until
31 December 1996.

Agreements for free-trade areas have been signed with Chile and Bolivia, with effect from
1 October 1996 for Chile and from 1 March 1997 for Bolivia

With the other countries of the Andean Group, agreements continue to be negotiated for the
creation of free-trade areas. Bilatera agreements which were previously in force have been extended
until 30 September 1997.

In the case of Mexico an agreement is being negotiated which will fix tariff preferences.

European Union

In December 1995, MERCOSUR signed with the European Union a Framework Agreement
on Interregional Cooperation laying down the basis for the gradual reciprocal liberalization of trade
between the two regions in the medium term.

The cooperation agreement underlined both Parties' political will to establish, as an ultimate
objective, an interregiona association and a gradual reciprocal liberadization of al trade, taking into
account the sensitivity of certain products and in accordance with WTO rules. In addition, both Parties
initiated regular political dia ogueto supplement and reinforcetherapprochement between the European
Union and MERCOSUR.

3Includes questions under sections 7 (Commitments under LAIA), 8 (Accession) and 12 (MERCOSUR and
integration efforts in the western hemisphere) in document WT/COMTD/ 1.



WT/COMTD/1T/Add.4/Rev.1
Page 22

Free-Trade Area for the Americas

The decision to conclude the negotiations on a Free-Trade Areafor the Americas (FTAA) at
thelatest by theyear 2005 was adopted by the Presidents and Heads of State of the Americasat ameeting
held in Miami, United States, in December 1994.

Seven Working Groups were set up in June 1995. On 21 March 1996 the second meeting
of Ministersfor tradetook placein Cartagena, Colombia, during which reportsfromthevariousgroups
werereceived, and the Deputy-Ministerswereinstructed to direct and eval uatethework of thesegroups.

The following Working Groups have been set up:

Market Access;

Customs Procedures and Rules of Origin;
Investments;

Technica Standards and Barriers to Trade;
Sanitary and Phytosanitary Measures,
Subsidies, Anti-Dumping and Countervailing Measures,
Small Enterprises;

Government Procurement;

. Intellectual Property;

0. Services, and

1. Competition Policy.

RRhooo~NooukrwdE

Group 12 on the Settlement of Disputes will be established at the meeting of Trade Ministers
a Bello Horizonte as agreed in the Ministers Declaration of Cartagena of 21 March 1996.

MERCOSUR - United States Framework Agreement on Trade and Investment

In June 1991 aframework agreement was signed between the MERCOSUR States Parties and
theUnited States (" Rose Garden Agreement”) for tradeand investment promotion. Numerousmeetings
have taken place pursuant to this agreement.

MERCOSUR/JAPAN

A first meeting took place on 1 October 1996 in San Pablo, Brazil. Discussions are under
way with a view to arranging a second meeting during the second half of 1997.

MERCOSUR/CIS - RUSSIA

A first meeting with the Commonwealth of Independent States took place in Brasilia on
25 November 1996. The second meeting is planned for the first week in July 1997, in Moscow
(2 to 3 July 1997) and St. Petersburg (4 to 5 July 1997).

MERCOSUR/INDIA

A first meeting between the Foreign Ministersof MERCOSUR and Indiatook placein New York
during the Fifty-First Genera Assembly of the United Nations.
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MERCOSUR - ANZCERTA ("AustraliasNew Zealand Closer Economic Relations Trade Agreement”)
Taks

MERCOSUR is developing closer links with Australia and New Zealand, the ANZCERTA
member countries. A further meeting isschedul ed to consider waysof strengthening economicrelations
between the two regions.

MERCOSUR/PANAMA

A first meeting is planned during the XXV meeting of the Common Market Group dueto take
place in Asuncion on 23 April 1997.

VIIl. SETTLEMENT OF DISPUTES!

60. Please provide a complete description of the MERCOSUR dispute settlement system. Please
explain the relationship of the Brasilia Protocol to the dispute settlement system.

The MERCOSUR Dispute Settlement System isset out in Annex |11 of the Treaty of Asuncion;
the Protocol for the Settlement of Disputes in the Common Market of the South: Brasilia Protocol
(document WT/COMTD/1); and the Additional Protocol to the Treaty of Asuncion ontheInstitutional
Structure of MERCOSUR: Ouro Preto Protocol, which refers to the systems of dispute settlement
intheBrasiliaProtocol, effectiveinthisarea. These documentswere submitted to the WTO Secretariat
in due course.

61. Isinternational arbitration an integral part of the dispute settlement process?
No, however the Protocol of Brasilia provides for the establishment of an ad hoc arbitration
tribunal for the settlement of disputes between States Parties when direct negotiation and mediation

by the GMC and its experts have failed.

62. Is MERCOSUR giving any consideration to the creation of a panel process, similar to
that used in the WTQO?

Seereply 60. Arbitrationisprovided for inthe BrasiliaProtocol, but the possibility of creating
a panel process is not.

IX. TRADE CREATION/TRADE DIVERSION®

63. Now that MERCOSUR has been in operation for nearly a year, can the States Parties
please providepreliminary data on thetradecreation and tradediversion effectsof MERCOSUR?

Sttistical data show that the implementation of MERCOSUR was an integrd part of the unilatera
processes of trade liberaization carried out by the States Parties. In the period between 1990, the
year when the Treaty of Asuncion was signed, and 1995, together with a considerable increase in
intraregional trade there was also a significant growth in imports by countries of MERCOSUR from
third country suppliers, which grew by 120 per cent (from US$25 billion to US$55.1 billion). That

4Section 9 of document WT/COMTD/1.

5Section 11 in document WT/COMTD/1.
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is an annua average rate of over 20 per cent, more than double the average growth of world trade
during that period.

At the same time, the participation of the economically more dynamic regions as markets for
imports from MERCOSUR increased, which is evidence of the increasing economic efficiency of the
regiona grouping. In 1995, for example, theitem "machinery and tools" accounted for alarger share
of Brazilian exports to NAFTA than to MERCOSUR (21 per cent against 18 per cent). The same
was aso true with respect to iron and steel products (13.2 per cent against 7.3 per cent).

X. SERVICES

64. In Article | of the Treaty establishing MERCOSUR, the Parties state that their goal is
the "free movement of goods, services and factors of production...". However, the Agreement
does not address liberalization in services trade.

(@) How do the MERCOSUR States Parties plan to addressthe question of freetrade
in services?

The MERCOSUR States Parties have decided to address the question of trade in services through
the study of a specia protocol which will form part of the textsinstituting the common market among
thefour StatesParties. Inorder to maintain political andlegal consistency, MERCOSUR hasconsidered
it appropriate to use as amodel the General Agreement on Trade in Services (GATS) adopted by the
WTO. However the MERCOSUR Agreement Project isadjusting itsarticlesin linewith itsown ends,
which is the formation of a regional common market.

(b) Will coverage be universal; if not, which sectors will be excepted?

The MERCOSUR draft agreement in the area of trade in services has universa coverage and
does not exclude any services sector in principle.

(© Will the same rules apply whether services providers are established or
cross-border? If not, please list the difference.

The MERCOSUR draft agreement includes the four modes of delivery of services envisaged
in the GATS, thus including services which are already established (commercial presence) and
cross-border provision.

(d) Will thisliberalization provide for the dimination of substantially all discrimination?

Yes. TheMERCOSUR draft agreement proposesthe elimination of all formsof discrimination
in tradein services among the States Parties within a 10 year time-limit envisaged in the liberalization
programme.

(e What is the planned timetable for liberalization in services?

See reply 64(d).

6Section 13 in document WT/COMTD/1.
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() Can MERCOSUR member States indicate whether such liberalization will raise
the overall leve of barriersfor contracting Parties not members of the MERCOSUR
Agreement?

The Agreement Project will not raisethe overdl level of regulations (barriers) for WTO Members
which are not part of MERCOSUR.

(9) Do the MERCOSUR countries provide national treatment in some or all services
sectors to services providers of other MERCOSUR countries? If so, what isthe
provision or decision by which thistreatment isoffered? | ssuch national treatment
extended to service providers from third countries?

The draft agreement provides for national treatment in accordance with the GATS model.
For the rest, see reply 64(f).

(h) Do the MERCOSUR States Parties have any plans to harmonize professional
standards, for example, in the accounting, legal, engineering and medical fields?

The harmonization of professional standardswithin MERCOSUR is currently being examined
at ministerial level, and in working groups and specialized meetings with contributions from different
professiona associations. The complexity of rules, educational systems, special sets of rules for
exercising aprofession and othersmeansthat extensive and in-depth negotiationsarerequired toidentify
areas of agreement and to agree on their implementation in the territories of the MERCOSUR States
Parties.

XI. OTHER AREAS’

65. Articles 38 and 42 of the Protocol of Ouro Preto indicatethat all MERCOSUR decisions
and findings are binding on all four Parties to the Agreement.

(a) Isthiscorrect? If so, how is this provision enforced?

Thisiscorrect. When rules areincorporated into domestic law in accordance with Article 42
of the Protocol of Ouro Preto, the domestic legislation is enforced through the courts of each State
Party.

(b) Please provide an update on the 11 working groups that have been established
by MERCOSUR. What progress has been made in each of the groups?

The information requested is available in the Secretariat for consultation by interested
delegations.®

66. Since Argentina has exempted MERCOSUR membersfrom the statistical tax on imports,
we would appreciate an explanation of the new cost calculations for assessing this tax on
non-M ERCOSUR imports.

"Section 14 in document WT/COMTD/1.

8T his documentation is available in the Secretariat (Office 3006) for consultation by interested delegations.
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For reasons of transparency, since the question refers to one of the member States, MERCOSUR
reiterates that the statistical tax applied by Argentinais totally consistent with the GATT 1994.

67. Could the Parties provide a complete listing of the export duties (or measures having
equivalent effect) presently in force on raw hidesand skinson "wet-blue products" and on finished
leather? Isthereaproposal for theeimination of these chargesand if so could the Partiesprovide
details?

Through Resolution 154/96 an Ad Hoc Leather Group was created under Working Group 7
"Industrial Policy”, in order to assess the situation of the chain of production of leather and footwear
in MERCOSUR. Working Group 7 will submit aproposal to the GMC for the treatment of the sector
of leather and footwear manufacture, from the standpoint of the development of trade within and outside
MERCOSUR. The proposa will encompass what is laid down in Resolution GMC 154/96.

Argentina has export duties on leather in accordance with Resolution ME 722/95, which is
available in the Secretariat for consultation by interested delegations.

Paraguay does not have export duties on any product.

Under Decree 456/84, Uruguay currently has export duties on the leather products mentioned
in Decree 432/83, which is available in the Secretariat for consultation by interested delegations.®

68. Weunder stand that MERCOSUR hasdesignated specific pointsof entry into each country
to facilitate the movement of goods, particularly agricultural products. Could you explain how
this designated port system operates? Isit open toimportsfrom third countries? What approval
documentsareused in thissystem, if any, and can you provide a copy of that approval document?

Thereisno port selection system in the sense of directing trade. Resolution 8/94 of the GMC
specifiesthe border pointsthat arethe most important operationally, wheretherewould bean integrated
control mechanism.

69. Please describe MERCOSUR's plans with regard to creation of a common automotive
regime?
Seereply 5.

70. Several MERCOSUR countrieshaveinstituted or areconsideringinstituting trade-related
investment measures, primarily in theautomotive area. Argentina’sinvestment regime requires
a specified amount of local content, Uruguay provides an import duty preference on finished
vehicles to local car assemblers and spare parts producers that export their own products. The
effect of such distortionary measures was emphasized by the recent appeal of Brazil to the
Committee on Balance-of-Payments Restrictions to justify new TRIMs in response to existing
MERCOSUR TRIMs.

(@) Since all inconsistent TRIMs properly notified to the TRIMs Committee by
developing countries must be eiminated within five years, is MERCOSUR
considering the earlier removal of TRIMs to eiminate the problems caused by
such distortionary measures?

9This documentation is available in the Secretariat (Office 3006) for consultation by interested delegations.
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Decision 29/94 of the CMC provides for the establishment of a common regime as from
1 January 2000, which will be compatible with WTO rules.

(b) In addition to the automotive sector, do the MERCOSUR Parties have other
inconsistent measures notified to the TRIMs Committee under the transitional
arrangements? What aretheir intentions with respect to the elimination of such
measur es?

No.

71. Concerning the recently adopted MERCOSUR Agreement on promotion and protection
of investment, how are bilateral agreements previously signed by a MERCOSUR member with
a third country affected?

Bilateral agreements previously signed by a State Party of MERCOSUR with third countries
will not be affected.

72. What kind of competence doesM ERCOSUR as such havein the area of intellectual property
rights?

MERCOSUR does not have supranational bodies and therefore all its decisions are taken at
intergovernmental level, for which the formula of additiona protocols to the Treaty of Asuncién is
adopted. Issuesrelated to intellectua property rights are handled by Working Group No. 7. Working
Group No. 7 submits its results for examination by the GMC, for approval by the Council of the
Common Market.

73. Which precise action has been taken in this area up to date (please provide copies of any
relevant documents such as proposals for regional treatment of intellectual property rights.)

A "Protocol of Harmonization of Rules on Intellectua Property in MERCOSUR in the Area
of Trade Marks, Indications of Source and Appellations of Origin" has been agreed. It was rétified
by the Republic of Paraguay, as Law No. 912, on 1 August 1996.

In order for this Protocol to enter into force, ratification is required by two States Parties of
MERCOSUR.

In the case of Brazil, the protocol is at the legislative stage. It is anticipated that the Protocol
will be approved in the next six months.

Questions applicable to both the Trade Mark and Copyright Agreements

74. What is the status of this Agreement?
Seereply 73.
(a) Have its form and content been finalized?

The Protocol on "Trade Marks, Indications of Source and Appellations of Origin" has been
finalized in terms of its form and content, but for the most part refers to national legislations.
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(b) Which MERCOSUR countries have accepted it to date?

The Protocol was approved by the Council of the Common Market of the member countries
of MERCOSUR, and has been submitted for ratification to the different parliaments. To dateit has
been legdlly ratified in the Republic of Paraguay.

(© If it has not yet been signed by member States, what is the schedule for doing so?

Thereisno timetable. It depends on the time taken by proceduresin each of the parliaments.

75. Onceit has been signed by member States, what statuswill it have in their domestic legal
systems?

In accordance with their particular legal systems, once theinternational agreements are signed
by the State Parties, the procedure of Article 42 of the Protocol of Ouro Perto will be followed. A
text explaining the integration of MERCOSUR rules into the legal systems of the States Parties is
available in the Secretariat for consultation by interested delegations.®

(a) Will it have to be ratified by their legislatures?

Yes.

See reply 74(c).

(b) Will additional legislation be required to bring it into force on a national level?
If so, what is the likely schedule, form and content of that legislation?

See reply 75.

(© Will this system have retroactive effect?

None of the legislation provides that the laws will have retroactive effect.
76. Why has an Agreement of this type been pursued?

(a) What perceived deficiencies in the legal regimes of the member States are being
addressed by this Agreement?

(b) What perceived inconsistenciesin thelegal regimesof themember Statesarebeing
addressed by this Agreement?

As a customs union MERCOSUR has perceived the need to have harmonized legislation on
intellectual property. It has chosen to approach the issue using a step-by-step methodol ogy.

The "Protocol on Trade Marks, Indications of Source and Appellations of Origin” isthefirst
step in these negotiations.

Intheir attemptsto harmonize, the States Parties aretaking into account prevailing international
agreements in the area.

19T hisdocumentation isavailable in the Secretariat (Office 3006) for consultation by interested delegations.
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77. What treatment will foreign nationals be granted under this regime?
(a) Will national treatment or most-favoured-nation treatment be provided?
(b) If not, what must foreign nationals do to get this type of protection?

The member countries of the Paris Union and the WTO are covered by nationa treatment
(Article I1) under the Paris Convention and of Articlelll of the TRIPS Agreement. As aconsequence,
the " Protocol on Trade Marks, Indications of Source and Appellations of Origin” lays down this principle
inits Article I11.

78. Will any administrative mechanism be established to carry out these Agreementsand any
other future arrangements contemplated by them?

MERCOSUR does not have an administrative body which enforces its decisions. When
individual sfind that the rights conferred by agreements reached within the framework of MERCOSUR
have beenimpaired, they must submit their complaint to the National Section of the Trade Commission,
and the dispute will be settled in accordance with the provisions of Article 25 of the Protocol.

79. When must the provisions of these Agreements be fulfilled?

Article 26 provides as follows: "the present Protocol, which forms part of the Treaty of
Asuncion, will come into force for the first two States which ratify it 30 days after the deposit of the
second instrument of ratification. For the other signatories it will come into force 30 days after the
deposit of their instruments of ratification in the order in which they were deposited”.

Questions concerning the Agreement on Trade Marks

80. Why does Article 6 not specifically provide that personal names, numbersand lettersare
within thescopeof trademark subject matter, asrequired by Article15.1of theTRIPSAgreement?

Seereply 77.

81. On what grounds will an application for a trade mark be denied if it "affects the rights
of third parties’, as set forth in Article 9.3? Would this preclude the registration of a mark in
oneMERCOSUR country if someone had made someminor amount of useof themark in another
MERCOSUR country? What if the mark was well known and the prior use was in bad faith?
In any event, what purpose is this provision intended to promote?

The provisions of Article 9 of the "Protocol on Trade Marks, Indications of Source and
Appellations of Origin" seek to safeguard the rights of persons who, in good faith, are using a trade
mark within the member countries of MERCOSUR peacefully and in an uninterrupted manner. This
does not prevent the nullity of a trade mark applied for in bad faith which demonstrably affects the
rights of third parties, and is in keeping with Article 17 of the TRIPS Agreement.

82. Why does Article 9.4 provide that an application will be denied if the mark is likely to
cause confusion with an existing mark and requirethat the applicant must know or ought to know
that hismark issimilar to the existing mark? Should it not be enough that thereis a likelihood
of confusion to deny registration? Additionally, why does this provision only relate to marks
belonging to owners that are "established or living in any of the signatory States'? Is this not
a clear violation of national treatment as required by Article 3 of the TRIPS Agreement?
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Article 9.4 provides that the States Parties will in particular ban the registration of a symbol
which imitates or reproduces as a whole or in part a mark which the applicant could clearly not be
unaware of as belonging to an owner established or living in any of the States Parties and which could
create confusion or association. This Article only concerns a mark which could be considered
well-known within each State Party.

Protection given to well-known marks as such was not addressed in the Agreement: for this
purpose reference was made to what is set out in the respective domestic legidlations.

83. What "market" isreferredtoin Article13? Doesthismean that aslong asthegood bearing
thetrade mark is produced in the "market”, however defined, it can beimported in parallel into
a MERCOSUR country?

Article 13 provides that "the registration of a trade mark cannot prevent the free movement
of trade marked products lawfully introduced, leaving it to national legislations to decide the scope
with respect to the exhaustion of intellectual property rights, sothat themarket will betakeninto account
in accordance with what is provided for in each legislation”.

84. By what time are all MERCOSUR countries expected to adhere to the Nice Agreement,
pursuant to Article 18?

Article 18 provides that: "the States Parties which do not use the international classification
of products and services for the registration of marks established by the 1957 Nice Agreement, or its
current revisions and updates, undertake to adopt the necessary measures for the purposes of its
application”.

Seereply 77.

85. What type of plant-related protection is contemplated under Article 21, and what is the
deadline for the establishment of such protection?

86. What type of "effective measures' are contemplated under Article 22, and what is the
deadline for the establishment of such measures?

87. What other Agreements are contemplated under Articles 23 and 24? When would such
arrangements or agreements be developed/concluded?

Meetings of Working Group No. 7 to deal with these issues have not yet begun.

Questions concerning the Copyright Agreement

88. Under what grounds will full national treatment and most-favour ed-nation treatment be
granted to nationals of non-M ERCOSUR countries? Doesthe answer tothisquestion differ based
on thetypeof protection at issue(i.e. TRIPS-level protection versus TRIPS-plus-level protection)?
How does this relate to the national treatment and most-favour ed-nation treatment required by
Articles 3 and 4 of the TRIPS Agreement?

89. What level of proof will registrations from non-MERCOSUR countries be granted, in
light of Article 6?
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0. What is the intended purpose of Article 7? Would this permit under any circumstances
the grant of compulsory licences? If so, would that not conflict with Article 13 of the
TRIPS Agreement?

1. Does Article 8 permit the parallel importation of works from one MERCOSUR country
to another? What treatment will legitimate works created outside MERCOSUR be granted?
What is the relationship of this provision with Article 18? What is covered by the concept of
"commercializing"? For example, can people show videosto paying customer sif they legitimately
pur chase the videos?

92. What is the meaning of the last provision in Article 13? How will collaborators be able
to"disposefredy" of thepart of theaudiovisual work that constitutestheir personal collaboration?
Does this supersede contractual obligations with the producer or employers?

93. How will MERCOSUR countries be able to assure employers that works produced by
their employees can be used in the normal course of commerce, which in the area of software
involves the regular modification of works created by employees, usually without their consent?
Would establishing inalienable and unwaivable model rights per Article 14 not run counter to
this goal?

94, Does Article 16 not inherently conflict with the language of Article 14? What variations
could be placed on total inalienability and waivability?

95. Will placing a copy of a work on the market exhaust the rental right established in
Article 17(e)?

96. Under what circumstances would a person be permitted to make personal-use copies of
works per Article 19. The United States believes that personal use exceptions inherently conflict
with the normal exploitation of copyright and cause unjustified harm to the legitimate interests
of the right holder, in the absence of significant clarification of what acts are at issue.

97. How will the equitable remuneration established by Article 21 be collected? Will it be
granted to nationals of non-M ERCOSUR countries on a national treatment basis? If not, what
criteria will be applied?

98. In Article 22, what does "maintaining essential features' mean?

99. What istheterm of protection for computer programs? For works created in the course
of an employment relationship?

100.  Will neighbouringand related rightsbegranted to nationalsof non-M ERCOSUR countries
on the basis of national treatment, including rights to equitable remuneration?

101.  Will collecting societies be optional? Will right holders be able to choose the society they
want to join?

102. What measures are contemplated by Article 43 and when must they be implemented?

103. What other measures are contemplated by Article 44?
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GENERAL COMMENT TO QUESTIONS 88 TO 103:

The Agreement on Copyright and Related Rights was not approved by the Council of the
Common Market, and as a consequence was returned to Working Group No. 7 for further study; al
the Articles of the Agreement are thus subject to review.

Xll.  TRANSPARENCY IN IMPLEMENTING THE AGREEMENT"

104. Are MERCOSUR rules and legal documents available from a single source such as the
MERCOSUR Secretariat in Montevideo, Uruguay? Do MERCOSUR decisionsgenerally require
authorization by the respective legislatures of the four countries? What types of decision can
be implemented without legislative approval? What mechanisms exist to enforce the full
implementation of MERCOSUR decisions?

All the rules and lega documents of MERCOSUR are available from the Administrative
Secretariat of MERCOSUR. They will be available on the Internet very shortly. See reply 75.

105. What central institutions exist to handle the day-to-day operations of MERCOSUR, for
example, the issuance of certificates of origin?

Thereevant ministries and other bodies of the different countries play their part in accordance
with their responsibilities.

106. Aswasagreed in paragraph 11 of theUnder standing on the I nter pretation of ArticleXX1V
of the GATT 1994, customs unions and constituents of free-trade areas shall report periodically
on the operation of the relevant agreement. How does the MERCOSUR comply with this
agreement?

All theDecisionsand Resol utionsrel ated to the operation of MERCOSUR areregularly notified
through the Pro-Tempore Chairman.

USection 15 in document WT/COMTD/1.



WT/COMTD/1/Add.4/Rev.1
Page 33

ADDITIONAL QUESTIONS RAISED BY MEMBERS

The following questions are submitted to MERCOSUR as agreed in the meeting of the Committee
on Regional Trade Agreements on 20 September 1996. The headings refer to document
WT/COMTD/1/Add.4.

The European Communities reserve the right to put forward additional questions.

l. ELIMINATION OF DUTIES, CHARGES AND OTHER RESTRICTIONS APPLIED IN
INTRA-MERCOSUR TRADE

107. Can the States Parties to the MERCOSUR identify the products that are subject to the
procedures for the adaptation to the trade liberalization programme (i.e. products for which
intra-M ERCOSUR tradehasnot yet been liberalized) and indicate the schedulefor liberalization?
Which is the intra-M ERCOSUR trade volume for these products?

Seereply 3.

108.  According to Article 12 of Annex | on the Agreement on MERCOSUR concerning the
trade liberalization programme, the provisions of this Annex do not apply to the agreements on
agricultureconcluded in theframework of the 1980 Treaty of Montevideo. Can the StatesParties
to the MERCOSUR indicate what this means in concrete terms?

The precise meaning of this provision was to safeguard pre-existing agreements between the
MERCOSUR States Parties during the transition period (21 March 1991 to 31 December 1994).

109. The MERCOSUR decision in order to harmonize the Technical Standards among their
members must be compatible with the WTO Agreements, in particular the TBT Agreement.
HasMERCOSUR envisaged to adopt this harmonized technical standards based on international
standar ds and recommendations as far as possible?

Yes, MERCOSUR intends as far as possible to adopt harmonized measures on the basis of
international standards and recommendations.

110.  The harmonization process of Technical Standards foreseen by MERCOSUR does not
talk about the acceptance of conformity assessment of products among its members. Have the
member states of MERCOSUR foreseen any mechanism for the mutual recognition of confor mity
assessment of products in order to avoid duplication?

In the negotiating guidelines for Working Group No. 3 "Technical Regulations', a period of
18 months as from 1 December 1995 is envisaged for finishing work relating to this subject.

. THE ESTABLISHMENT OF A COMMON EXTERNAL TARIFF AND THE ADOPTION
OF A COMMON TRADE POLICY IN RELATION TO THIRD STATES OR GROUPS OF
STATES

111.  Can the States Parties to the MERCOSUR identify the products not yet covered by the
(CET) and indicate the regime(s) in force for these products?

See answer 22(a).
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112. What is the time-schedule for the elimination of the exceptions to the CET?
See replies 2 and 24.

113. Whileitisenvisagedin Article XXIV that countriesmay break tariff bindingsin theprocess
of forming a customs union, there are specific procedures that must be followed to notify the
breach of a binding, to negotiate compensation with affected countries and to replace the tariffs
schedules of individual countries with a schedule for the new customs union. In the event that
any MERCOSUR Party hasbroken itstariff bindingsin the process of adoptingthe MERCOSUR
CET, when isitsintention to notify these modifications to bound tariffs properly, provide the
required trade and tariff data and begin compensation negotiations?

See document WT/COMTD/1/Add.5/Rev.1 and reply 29(b).

V. RULES OF ORIGIN

114. What isthetariff treatment programmefor third country goodstransiting one MERCOSUR
member and entering another during the present transition period until full convergence on the
CET is achieved in 2006?

Productsfromthird countriesintransit throughoneM ERCOSUR member country and destined
for another will pay the duty in the destination country of final consumption.

V. MEASURES AFFECTING IMPORTS FROM THIRD COUNTRIES

115. Pleaseindicate the state of progressin the establishment of a common safeguard instrument,
and, when possible, supply a copy of the legal instrument as well as information on how the
safeguard instrument will function, for instance which authority will apply the instrument, how
will the injury be determined etc.?

See reply 51 and Decision 17/96.

116. Dothe MERCOSUR States Parties presently exclude other MERCOSUR membersin the
application of safeguard measures under Article XIX of GATT 1994, or isit theintention of the
MERCOSUR State Parties to exclude the application of safeguard measures within the
MERCOSUR?

See reply 51 and Decision 17/96.

117. Please indicate the state of progress in the establishment of legislation on anti-dumping
and countervailing duties and explain how an anti-dumping proceeding would work: which
authority is carrying out the AD/CVD investigation and theinjury investigation? Will a product
imported in on MERCOSUR country be subject to an AD/CVD investigation covering the total
territory of the MERCOSUR countries? Will future measures equally be applicable to imports
in every MERCOSUR country? In what respects is the situation different during the transition
period and after the transition period? Does this also imply that the existing national AD/CVD
legislation will disappear? If so, by what date? What will happen with national AD/CVD measures
in force?

See replies 49, 50 and 53(b).
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X. SERVICES
118. The Ad Hoc Services Group is to prepare a Services Framework Agreement under
Decision 20/95. What arethe state of play, expectations and likely timetable of the MERCOSUR

Services Framework Agreement?

Seereply 64. The Ad Hoc Services Group intends to submit the trademark agreement on services
to the CMC before 30 September 1997.

XI. OTHER AREAS

119. Could the States Parties to the MERCOSUR inform of the situation and any possible
developments with respect to export duty on leather (by Argentina, Brazil and Uruguay)?

See reply 67.
Agriculture

120. TheMERCOSUR Sates Parties have stated (in document WT/COMTD/1/Add.2 question 3)
that each country isresponsible for implementing its commitments under the WTO Agreement
on Agriculture. Given that the MERCOSUR is a customs union, could the States Partiesto the
MERCOSUR indicate if the market access concessions contained in each individual Schedule of
the Partiesand agreed upon under the Uruguay Round negotiationson Agriculturewill bemerged
into one Schedule common to the States Parties to the MERCOSUR?

Yes, as acustoms union MERCOSUR intends, at the appropriate time, to substitute the four
national lists with a common MERCOSUR list.

121.  Under the Agreement on Agriculture, Brazil and Uruguay have the possibilities to grant
direct export subsidies. Will thetradewith other partiesof MERCOSUR be considered an export
for that purpose?

Decision 10/94 of the CMC establishes the form of application and use of incentives in
international trade.

While Uruguay has the option to grant direct export subsidies under the WTO Agreement on
Agriculture, it is not making use of this option.

122.  Export taxes are applied by some parties of MERCOSUR, e.g. for soybeans. Are such
taxes to be eliminated or to be harmonized?

MERCOSUR heas still not determined a policy on this matter.

Trade Mark and Copyright Agreement

Other than questions 74 to 103 of WT/COMTD/1/Add.4, the MERCOSUR States Partiesare
requested to reply to the following questions:
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123.  What kind of protection of geogr aphical indicationsiscontemplated by MERCOSUR under
the Decision on Trademarks and Geographical Indications (CMC 8/95)? Please supply a copy
of CMC 8/95. Isthe protection of geographical indications subject to national treatment and
MFEN clause, asprovided for in Articles3 and 4 of TRIPS? How doesit relate with the protection
granted under national legislation of each MERCOSUR Member State?

See replies 77 to 80.

124. IsCMC 8/95 directly applicable in each of the MERCOSUR States, or isimplementing
or amending legislation necessary? |If such implementing or amending legislation is necessary,
please supply information on the state of advancement of such legislation or a time schedule for
such legidation.

See replies 77 to 80.

125. DotheMERCOSUR StatesPartiesenvisagetheadoption of asimilar agreement concerning
copyright? If yes, please supply a copy of the draft agreement and indicate the time frame for
the adoption of thisdecision. Isthisdrafting of this decision undertaken in light of the relevant
provisions of the TRIPS Agreement, and in particular those of Section 1 of Part Il on Copyright
and Related Rights?

See reply 88.

126. Dothe MERCOSUR States Parties envisage the extension of thistype of decision to other
areas of intelectual property rights?

See reply 76.

127. DotheMERCOSUR StatesPartieshave, or dothey intend to adopt, measuresto effectively
combat counterfeit and imitation copyrights?

In accordance with Article 22 of the Protocol, the States Parties shall implement effective
measures to curb commercia production of pirated or fasified products.

128. CouldtheMERCOSUR representative please providea brief history of the harmonization
of SPS measures in MERCOSUR and an overview of the current harmonization process. For
example, have committees been established and if yes, what are these committees and how often
do they meet? Once a standard is harmonized, isimplementation mandatory or are derogations
permitted and under what circumstances? How many standards have been harmonized?

See replies 11(c) and 13. The rules harmonized and approved by MERCOSUR must be
implemented by the States Parties.

129.  Does the harmonization process apply to all commadities (plant, animal and food) and
for all typesof SPSmeasures(human, animal and plant health and safety)? If not, what standards
are being harmonized and why?

Inthereview carried out by Working Group 8 " Agriculture”, sanitary and phytosanitary rules
which could be harmonized have been identified both for plant products as for animal products. In
the harmonization process carried out by Working Group 8, the following rules have so far been
harmonized:
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130. Does the harmonization process include only those standards which apply to imports or
aredomestic standar dsbeinghar monized aswell? How doesthehar monization of measur esimpact
on trade between Member States? Are products being traded intra-MERCOSUR subject to controls
or is there free movement of product between Member States? How are products from third
countries being treated?

Harmonized rules are applied to imports from within and outside MERCOSUR. The criteria
established in these rules facilitate the movement of products.

131. Theconcept of appropriate level of sanitary and phytosanitary protection isfound in the
SPS Agreement of the WTO. The Agreement recognizesthat a country has theright to establish
its appropriate level of protection. How is this concept being applied in MERCOSUR?

See reply 11(c).

132.  When countries establish SPS measures to provide their appropriate level of protection
the Agreement encourages the adoption of international standards. What consideration does
MERCOSUR give to the standards developed by the international organizations identified by
the WTO SPS Agreement?

See replies 11(c) and 11(f).

133. When a SPSmeasureisnot based on ainternational standard, guideline or recommendation,
a risk assessment must be completed? Who completes the risk assessments for harmonized
standards? Does each country complete a risk assessment?

Sanitary and phytosanitary measures are adapted to rules and guidelines set out by international
organizations (Rome Plant Protection Convention and the International Office of Epizootics).

134. Arethestandardsharmonized by MERCOSUR detailed in nature or arethey guidelines?
AreMERCOSUR Member States permitted to develop equivalent measures? Doeseach Member
State have the latitude to formulate their own import requirements which would reflect the
characteristics of its own agriculture situation (inspection system, pest and disease status etc.)?

Rules harmonized in MERCOSUR are of a specific nature and of mandatory application in
each one of the member countries. With regard to the competencies of these States Parties, they have
the latitude to formulate their own import requirements, through consultation.

135. Weunderstand that for existing harmonized commodities MERCOSUR approval of changes
to import requirementsis necessary. Does this approval lead to delaysin the establishment of
import requirements?

Any changein the harmonized rules must be approved by the executive organ of MERCOSUR
(CMC). Imports will have to comply with the requirements in force at the time of the operation.
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136. How does the harmonization process impact on the existing SPS measures for imports
from third countries? Arethesebilateral agreementsamended, whererequired, when standards
areharmonized? If yes, could MERCOSUR explain theamendment process? Could thesituation
ariseswhere MERCOSUR isunableto establish a harmonized import requirement? If yes, would
the import regquirement be established by the Member States? If no, how Member States would
be able to fulfil their WTO commitments as specified in the SPS Agreement, Article 2(3), and
justify that their SPSmeasureisnot used asabarrier totradein such way that constituteabarrier

to trade?
See reply 11(c).

137.  During the harmonization process does MERCOSUR or individual countries notify the
WTO, wererequired, of changes to SPS measures as required by the SPS Agreement?

Seereply 11(h). Inthe case of non-harmonized rules, it will bethe responsibility of each State
Party to notify them to the WTO.





