FREE TRADE AGREEMENT
COLOMBIA, ECUADOR, VENEZUELA – MERCOSUR (ACE-59)
 
ACE-59 is composed, among others, of the following issues:
 
a)     Program of Commercial Clearance
 
-     The Signatory Parties have established the elimination of custom tariffs by means of a gradual and automatic process in a 15-year term. 

-     The group of products included in the Program of Commercial Clearance belongs to the tariff universe of Naladisa 96, that is, 6524 items.

-     The Agreement includes the preferences previously negotiated by the Signatory Parties in ALADI.

-     As far as non-tariff restrictions, the Parties may not keep or introduce new trade restrictions. 

-     A taxation system different from the custom tariffs may not be adopted.

 

b) Origin Regime
 
A General Origin Regime and some Specific Requirements apply.

 

-     The General Regime establishes the general criteria of origin qualification for goods such as:

·        Goods entirely obtained in the Signatory Parties’ territories.

·        Goods produced with Signatory Parties’ non-originating materials.

·        Goods entirely produced from Signatory Parties’ originating materials.

 

-     The Regime also establishes the origin accumulation among the Signatory Parties, including Peru and Bolivia, which enables to enhance the production possibilities between the Andean countries and MERCOSUR.

-     Some dispositions are included in order to guarantee the certification security and origin control of goods through mechanisms of consultation, verification and sanction, where applicable.

 

Specific Requirements (REOs):

 

-     REOs have been established for certain agricultural products (dairy and oil products), and products from sectors such as car, textile, agro-chemical and iron and steel industries.

-     The REOs objective is to promote the productive complementation through the usage of regional materials and inputs in sectors where it is possible to do it or there is a joint productive potential.

 
c) National Agreement
 
The Parties agreed to act in accordance to GATT’s Article III (1994) and Treaty of Montevideo‘s Article 46 (1980).

 

d) Antidumping and Compensatory Measures
 

Regarding this issue, the Parties will be subject to their own legislations, which should be consistent with the WTO’s regulations.

 

e) Restrictive Practices of Free Competition
 
It was agreed to promote actions that enable the identification and sanction of eventual restrictive practices of free competition.

 

f) Application and Utilization of Subsidies
 
- Any disloyal commercial practice is condemned. Thus, there is a commitment for eliminating any measure that may cause some distortion to the bilateral trade in accordance with the WTO.

- It was agreed not to apply subsidies on reciprocal agricultural trade exports.

- As far as internal aid, some criteria were established so they may not have distorting effects on the reciprocal trade.

- Products not fulfilling with the above will not benefit from the Program of Commercial Clearance.

 

g) Safeguards and Special Measures
 
Safeguards
 

-   Some safeguards have been established for products benefiting from the Program of Commercial Clearance. It could be done individually as a country, or jointly, as a group of countries.

-   The safeguard measures will be in force during the term of the tax relief process. At the end of such term, the Parties will evaluate their continuity.

-    The measures have a tariff character and may be referred to the suspension of the preference margin increase established by the Agreement or the partial or total reduction of the in force preference margin. 

-    The measures will have a term of 2 years at the most and may be extended only once for 1 additional year.

-     A regime of provisional measures has also been established in case of any delay resulting in a situation difficult to be repaired.

 

Special Measures
 
- Colombia, Ecuador and Venezuela may apply Special Measures to agricultural imports coming from Argentina and Brazil.

-   Paraguay and Uruguay fail to participate in this mechanism and are not subject to Ecuador’s application of this mechanism, and may not apply it to the imports of this country. 

-    The term of the mechanism is the term of the transition period up to the total elimination of tariffs, plus an additional 4-year period. After such term, the mechanism will be evaluated to decide over its continuity.

-    The grounds on which these Special Measures are to be applied are two. 1) Activation due to Volume: the average imports are higher than 20%, and 2) Activation due to Price: the average price of imports is lower than the activation price by at least 15%.

-   In the second case, the percentage will be increased by Colombia and Venezuela in order to reach a 20% level in a 5-year term.

-     These measures, as well as the safeguards, have a tariff character.

-     They have a term of 2 years, which can be extended for 1 additional year.

 

h) Settlement of Disputes
 
The Agreement counts with a Transitory Regime of Settlement of Disputes, and a Definitive one.

 

Transitory Regime
 

-  The term of this regime goes from the Agreement enforcement up to the ratification of the Definitive Regime, which will be incorporated to the Agreement by means of an Additional Protocol.

 

-  This mechanism is composed of three resorts having well-established terms and procedures:

1.      Reciprocal consultation and direct negotiations.

2.      Participation of the Administrative Commission, which will issue recommendations to be adopted by consensus.

3.      Group of Experts: when the Administrative Commission’s recommendations are not observed, any Signatory Party involved may request the formation of a Group of Experts, whose recommendations will be totally or partially adopted by the Commission.

 

Definitive Regime 
 

-  The Definitive Regime will be enforced once all the Signatory Parties have ratified it.

 

- This Regime is composed of three resorts:

1.      Direct negotiations.

2.      Participation of the Administrative Commission.

3.      Arbitration Procedure: an Arbitration Court is composed of 3 arbitrators, whose decision will be unappealable and mandatory for any and all Parties.

i) Elimination of obstacles to trade
 
Rules, Technical Regulations and Evaluation
 
-    The Agreement includes an Annex whose objective is to prevent the Rules, Technical Regulations and Evaluation adopted by the Signatory Parties from hindering the reciprocal commerce.

-  The Signatory Parties reassert their rights and duties on the WTO’s Agreement on Technical Obstacles to Trade.

-    It has been established a framework of cooperation and technical assistance among the Signatory Parties to be applied by pertinent international or regional organizations.

-   A mechanism of transparency by which the Parties will notify new technical regulations, evaluation procedures and any other mandatory measure that may be adopted has also been defined.

 

Sanitary and Phytosanitary Measures
 
-  The Parties agreed to be ruled by the WTO’s Application of Sanitary and Phytosanitary Measures, and the Agreement subscribed by them.

-  The sanitary and phytosanitary measures will not be applied in such a way they may be considered a hidden restriction to commerce.

- The Agreement promotes the subscription of equivalence recognition agreements for sanitary and phytosanitary measures, and promotes the mutual confidence among pertinent authorities.

-  There are clauses regarding the recognition of free zones as well as control, inspection and approval mechanisms.

-  Dispositions on Technical Cooperation are also included.

-  The Signatory Parties are committed to notify the projects of their sanitary and phytosanitary measures.

 

j) Copyright
 
-  The Parties agreed to be ruled by the WTO’s Agreement on Copyright Aspects Related to Commerce, and the rights and duties established by the Agreement on Biological Diversity, 1992.

-  The Parties will intend to develop rules and disciplines for the protection of traditional knowledge.

 

* The Agreement also includes aspects referring to:

1.      Custom Valuation
2.      Promotion and Exchange of Commercial Information
3.      Services, Investment and Double Taxation
4.      Transportation
5.      Infrastructure
6.      Scientific and Technological Cooperation
7.      Free zones
 
