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Introduction

1. SACU and MERCOSUR held the sixth round of negotiations for a Preferential Trade Agreement (PTA) in Pretoria from 9 to 12 November 2004. The SACU Delegation (Annex I) was led by Mr Xavier Carim, Chief Director: Trade Policy and Negotiations, Department of Trade and Industry of the Republic of South Africa. Counsellor Ronaldo Costa Filho, Head of the Division of the European Union and Extra Regional Negotiations of the Ministry of External Relations of Brazil, led MERCOSUR’s delegation (Annex II). 

2. SACU welcomed the MERCOSUR delegation, and both sides committed themselves to constructively advancing the negotiations. Both sides reiterated their commitment to concluding the negotiations by the December 2004 deadline. Counsellor Costa reported that preparations for the signing ceremony to coincide with the XVII MERCOSUR Council Meeting scheduled for 16 December 2004 in Brazil have already begun and invitations were being forwarded to SACU Trade Ministers. 

3. The opening discussions reviewed the status of the negotiations on each of its main parts and expressed satisfaction at the progress made both at the previous meeting in Brasilia and in the lead up to the Sixth Meeting of the Negotiating Committee in Pretoria. In particular, all were encouraged at the results that have been achieved with respect to the Main Text and Safeguards Text. While more work needed to be done on the Dispute Settlement and Rules of Origin texts, as well as on the exchange of product offers, both sides were confident that outstanding matters could be resolved in time to meet the December deadline. 

4. SACU provided MERCOSUR with a non-paper entitled “Infant Industry Protection as Contained in Article 26 of the 2002 SACU Agreement”. SACU also provided to MERCOSUR its legislation on the administration of rules of origin. MERCOSUR committed to forward to SACU a publication on the application of Brazil`s Industrial Products Tax (IPI).
5. This Report outlines the status of the negotiations and is set out in terms of the agenda (Annex III) as follows:

Main Text of the Preferential Trade Agreement (PTA)

6. The progress made on the Main Text of the PTA is reflected in the text dated 12 November 2004, and is attached as Annex IV.

7. Both delegations were pleased at the progress achieved on the main text. The only outstanding issue is the SACU proposal for the development of infant industries. MERCOSUR committed to reflect further on the additional information provided by SACU.

Annexes to the PTA

Rules of Origin

8. Parties agreed on the need to develop a common negotiating text on the basis of proposals put forward by SACU and MERCOSUR. The result of this exercise shall be used in further negotiations. To facilitate the process, MERCOSUR submitted a draft consolidated text (Annex V). SACU will respond to this consolidated text by 19 November 2004. Other operational conclusions are:

· SACU will respond to the written questions received from MERCOSUR recently, during the week of 15 November; 

· SACU will submit, in writing, its questions to MERCOSUR on its origin certification system and control, before 24 November;  

· MERCOSUR will forward to SACU a document explaining how its chambers of commerce operate; 

· MERCOSUR and SACU will exchange information on their Economic Free Zones and Industrial Development Zones, respectively; 

· It was agreed that it should be left to the Joint Committee to decide whether a sub-committee on customs co-operation will be required; 

· SACU will finalize Article 4 and revisit Articles 11 and 32 of its text proposal; 

· MERCOSUR will indicate sectors to be considered for product-specific rules not later than 26 November 2004. SACU will send list rules on the basis of the product offers not later than 22 November 2004;

· Focal points for these exchanges were designated on both sides.

Safeguards

9. The delegations expressed their satisfaction at having concluded the Safeguards Annex (Annex VI).

Dispute Settlement

10. MERCOSUR presented a new text that formed the basis for discussions on dispute settlement.  The progress made on dispute settlement is reflected in the text dated 12 November 2004, and is attached as Annex VII.

11. The only outstanding issues in the Dispute Settlement Text relate to the roles of the Group of Experts and of the Joint Administration Committee.

Product Offers

12. With the aim of achieving a balanced agreement, the parties agreed to the following guiding principles for preparing and evaluating the offers:

· A political dimension which will include special and differential treatment for products that are of particular interest to the smaller economies;

· The number of lines: approximately equal, not necessarily identical; balanced in the total number and at broad sectoral level;

· A target of 1000 lines was set, with a total difference between the respective offers of not more than 25 lines;

· For agriculture, the target is 150 tariff lines. For fisheries and aquaculture products MERCOSUR will first finalise its offer before a target can be agreed upon;

· The valuation of concessions must be undertaken individually by each delegation. In this process, the following factors may be considered: trade flows, level of concessions and customs income foregone;

· Reciprocity will be considered at macro level, at the level of certain products and at sectoral level. The point of departure is that full or partial reciprocity cannot be guaranteed for all product lines.

Work Program

13. MERCOSUR will endeavor to submit its revised offer by 23 November 2004, but not later than 26 November 2004.

14. SACU will send its revised offer during the week of 15 November 2004.

Common External Tariffs (CET)

15. The delegations exchanged information on their common external tariffs as well as exceptions to the CET. 

Sanitary and Phytosanitary Measures (SPS)

16. SACU expressed concern that the trade benefits of the tariff preferences may not materialize if SPS approval is not addressed. It was agreed to commence SPS discussions as soon as the product lists have been concluded.

Automotives

17. The auto industry would be encouraged to continue its discussions to prepare the ground for a protocol that could be brought under the umbrella of this agreement. This matter would form part of the list of issues (SPS and customs cooperation) that need to be negotiated in the period between the signing of the main agreement and the implementation thereof. 

Conclusions

18. The delegations underlined the importance of using the intervening period until the seventh round, to be held in Brazil, in December 2004, prior to the signing ceremony, to follow up on the work programme as set out in this Report in order to conclude negotiations on the PTA.

Done in Pretoria, on 12 November 2004
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