	[image: image1.png]



	EUROPEAN COMMISSION

Directorate-General for Trade




Brussels, 
TRADE/B-4/ D(2010) 5281
"EU LIMITED" 
Note for the attention of the Trade Policy Committee


SUBJECT:
EU-Central America Association Agreement negotiations – Summary of the results of the negotiations of the Association Agreement
ORIGIN:
Matthias JORGENSEN DG Trade, Deputy Head of Unit B.4.

Tel: +32-2-29 88567
e-mail: matthias.jorgensen@ec.europa.eu
Céline IDIL, Unit B.4

Tel: +32-2-29 66900

e-mail: celine.idil@ec.europa.eu
This document is limited and should not be distributed outside the EU institutions.
Note for the attention of the Trade policy Committee
Subject: 
EU-Central America Association Agreement negotiations – Summary of the results of the negotiations of the Association Agreement
The trade pillar of the EU-Central America Association Agreement fully meets the criteria for a high quality FTA as set out in the Communication "Global Europe: competing in the world".

The outcome of the negotiations are an ambitious and comprehensive, yet balanced agreement resulting in far reaching liberalisation of trade and investment which takes into account the various defensive and offensive interests of the Parties as well as their different levels of development.

Below follows a resume of the results achieved in the various areas of the trade pillar of the agreement.  
AGRICULTURE 
Exports to Central America of agricultural products of high importance to the EU will be fully liberalised, over time, with the exception of milk-powder and cheese, for which the EU obtained duty-free quotas more than covering existing trade. The products included cover export interests for a wide range of Member States.

Highlights:
· Spirits and notably whisky: 

- immediate liberalisation with Panama – to whom the EU exports about 70% of its whiskey to Central America); Liberalisation after 6 years for the remaining Central American countries; 

- 10 years for vodka - parity with US

- all other spirits liberalised immediately (except rum) - parity with US

- 15 years for beers – parity with US

· Dairy: Full liberalisation of whey (0404) in maximum 3 years). On milk powder and cheeses (except fresh cheeses) we got duty-free tariff Rate Quotas of 1,900 tonnes and 3,000, respectively, at entry into force of the agreement. This covers more than existing trade (substantially more for cheese) and growing 5% each year

· Wines: immediate tariff dismantling – parity with US 

· Olive oil: immediate liberalisation – CAFTA +

· Hams (lines of 0210 and of 1602): tariff quota of 1800t growing 5% each year, covering more than existing trade + full out-of-quota linear liberalisation in 15 years. 

· As regards bananas, the EU will cut its tariff to 75 €/t, by 1 January 2020. 75 €/t corresponds to the MFN in-quota rate existing during the previous importing regime on bananas before the move to the tariff-only regime in 2006. This should be compared to the MFN level of 114 €/t agreed in Geneva in last December that will apply as of 2017. 

· The EU offer on bananas offer also foresees a special safeguard which will trigger a suspension of preferential treatment in case of a surge in imports from those countries beyond a certain threshold: 

· 1,025,000 t for Costa Rica in year 2010, growing 5% each year. 

· 375,000 t for Panama growing 5% each year.

· 50,000 t for each HON and GUA growing 5% each year.

· 10,000 t for NIC and 2,000 t for El Salvador, growing 5% each year.

· Sugar: duty-free quotas on sugar and products with high sugar content will be opened to Central America (five countries) (150 000 t) and Panama (12 000t), as indicated in Geneva last year, with a small annual growth rate (3%). 

· Rice: Central America will be given a duty-free TRQ of 20,000t with an annual growth of 1,000 t (5%).

· Beef: the EU will open a duty-free TRQ of 10,000 Carcass Weight Equivalent tonnes (about 7,000 t metric tonnes of boneless cuts), with an annual growth of 500 t (5%).

· Rum: the sensitive bulk rum tariff lines will not be liberalised (TRQ of 7 000 hl and 1 000 hl of pure alcohol equivalent respectively will apply to Central America (five countries) and Panama, with an annual growth of 300 hl and 50 hl, respectively. The less sensitive duties on bottled rum will be dismantled over 3 years.
MANUFACTURED GOODS AND FISHERIES  
· Total EU exports to Central America amount to some €4.5 billion of which 94% is accounted for by non-agricultural products (industrial and fishery).  The final offer provides for complete liberalisation of all these non-agricultural products without exception.  
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· Half the NAMA tariff lines covering 69% of existing trade will be liberalised by CA at entry into force of the agreement increasing to 95% of trade and tariff lines after 10 years and 100% after 15 years.  Most tariff lines will be phased out on a linear basis, i.e. in equal annual steps.  Motor vehicle tariffs will be phased out over a period of 10 years in a non-linear pattern identical to provisions agreed between Central America and the US in the context of the CAFTA agreements.  In these provisions preferential treatment is foreseen from entry into force of the agreement.

· Central America will phase-out its tariffs from the harmonised base rates currently applied on some 95% of the tariff lines.  For the non-harmonised lines the starting point for liberalisation is the highest tariff applied in any of the Central American countries.

· Reductions to phase-out periods were obtained in the last rounds on a number of heavily traded products where EU industry is already facing negative consequences from up-front liberalisation in the context of the CAFTA agreements.  

· The EU offered complete liberalisation, most of which (99% of trade, 100% of lines) at entry into force.

· For fish and fishery products, the agreement provides for full coverage. The EU has granted immediate liberalisation for all fish products. Central America (CA) will immediately liberalise the majority of the EU's fish exports (78% in value), the remaining 22% being liberalised after 10 years. Only 14 lines will remain within the 13-year liberalisation category with negligible effect on EU exports to the region. 
· In recent years, EU's exports of fish and fishery products to Central America were worth around € 6,5 million euro on average. Fish exports to the EU from these countries totalled € 225 million in 2009. The Agreement goes beyond the consolidation of the duty free quota free market access already granted to the region via the GSP+ preferences. The EU has important investments in the fisheries sector in Central American countries, which will benefit from the Agreement by providing greater stability and a more solid legal framework for expanded opportunities. 

TECHNICAL BARRIERS TO TRADE 

· The Chapter on Technical Barriers to Trade (TBT) reaffirms the Parties' commitments to the principles of the WTO TBT Agreement and contains a number of provisions which go beyond the TBT agreement, such as co-operation on market surveillance, on transparency and on marking and labelling. It also includes provisions for enhanced communication and cooperation between the Parties in the area of technical regulations, standards and conformity assessment.

· The Parties subscribe to a number of commitments on transparency which go beyond TBT obligations. In this sense, the Parties have agreed to provide each other a period of at least 60 days for comments on proposal for draft technical regulation or conformity assessment procedures. They have also agreed that when a Party identifies a particular problem related to an actual or proposed technical regulation, standard or conformity assessment procedure that may affect trade between the Parties the exporting Party may seek clarification and guidance on how to comply with the measure.
· Regarding regulatory practices, the Parties have agreed to promote the development of regional technical regulations in order to facilitate trade with and between both Parties. This is in particular important in the case of Central America as it will bring benefits to operators working both within and outside the region by reducing cost of compliance and facilitate the movement of goods within the whole of Central America. The Parties have also agreed to explore convergence of their regulatory requirements in areas of common interest to facilitate access to their respective markets. To this end, they may establish regulatory dialogues on the horizontal or sectoral levels
· The Parties have agreed to exchange information on their standardisation processes, how standards are used in support of regulation and to which extent international or regional standards are used as the basis of their national standards. Importantly, the Parties have agreed to promote the development of regional standards. This is quite an innovative development for Central America as to date they do not have any regional or harmonized standards among themselves. 
· In terms of conformity assessment procedures, the Parties have also agreed to promote the recognition of the results issued by bodies which have been recognised under a multilateral accreditation agreement as well as the conclusion of private agreements between certifiers in both parties. 

· A new element of the TBT chapter is that the Parties agree to exchange information on their market surveillance authorities and to ensure that there is no conflict of interest between the bodies which are responsible for such verifications and the economic agents which are subject to a given inspection or control.

· Equally innovative is the inclusion, in the TBT chapter, of an article on labelling and marking. In this section the Parties agree to limit permanent labelling to the information which is of relevance to consumers, eliminating therefore the possibility of imposing requirements which are overly burdensome and unnecessary. They also agree not to require the prior approval or registration of labels, unless it is necessary to protect human, animal or plant health (e.g. pharmaceuticals). The Parties will also allow the use of international pictograms and nomenclature of product labels. There are also important commitments on labelling of textiles and footwear. For these products, the parties have agreed to limit the information which has to be provided on labels and additional information may be required but only by means of non-permanent labels.

· There are also provisions on technical assistance and capacity building, whereby the Parties identify a number of areas of common interest which could benefit from such cooperation.

SANITARY AND PHYTOSANITARY MEASURES 

· The objective of the Chapter on Sanitary and Phytosanitary Measures (SPS) was to agree on conditions intended to facilitate trade of goods subject to SPS measures whilst safeguarding public, animal and plant health.

· The Chapter reaffirms the Parties' obligations under the WTO SPS Agreement and go beyond this Agreement, on issues such as collaboration on animal welfare, procedures for carrying out verifications and for approval of establishments, transparency or regionalization. 
· The Parties agree on a procedure for the approval of establishments, providing that for those categories of products for which trade takes place, the importing Party will authorise new establishments upon request and on the basis of the guarantees provided by the exporting Party. The Agreement establishes a procedure to be followed when verifications take place, and stipulates who bears the costs.   

· Regarding "Regionalization", the Parties agreed to cooperate closely on the determination of the sanitary and phytosanitary status. Among other things, they agree that, when determining the status, the Importing Party will take into consideration the determination made by the Exporting Party.

· The agreement results in a mechanism for rapid notification of serious or significant risks to health/life (human, animal, plant) and provides for the possibility for the Parties to take emergency measures.  

· There are also provisions on cooperation and technical assistance, whereby the Parties identify a number of areas of common interest which could benefit from such cooperation. The Parties also agreed to collaborate on Animal Welfare.

· In order to monitor the implementation of the SPS Agreement and to discuss specific issues arising from its application, the Parties agree to establish a sub-committee on SPS matters which should meet yearly.

· Finally, a new element of the Agreement is the inclusion of provisions on Dispute settlement, enabling that consultations taking place under the SPS Sub-Committee replace the consultations foreseen in the Dispute Settlement Chapter.  

SERVICES AND ESTABLISHMENT
· The services and establishment commitments obtained from Central American countries match key EU interests in this negotiation. The Title on services and establishment title is based on the EU’s services and investment template, both in terms of structure and coverage. 

· On top of obtaining significant commitments on trade in services and investment, the future agreement will also liberalise current payments and capital movements between the parties by means of the separate Title on Capital Movement. 

· With regard to certain sectors, the commitments offered by Central American countries’ reach effective parity with the CAFTA and the Panama-USA FTA.  The commitments obtained actually go beyond those agreements in areas such as market access in non-services sectors (with specific commitments by Panama and Honduras, and a unilateral MFN clause granting the EU any market access which Costa Rica, El Salvador, Guatemala and Nicaragua might grant to third countries in future agreements). Commitments in telecom services, environmental services and maritime services as well as in other transport services are very good.

· In addition, the agreement covers market access commitments for key personnel and graduate trainees (except for Nicaragua and El Salvador) as well as in Business Service Sellers (except for Nicaragua and El Salvador). This is an important interest for the EU, as it complements the market access and national treatment commitments obtained on market access and national treatment for EU investments in services and non-services sectors.  Central America has not undertaken market access commitments in this area in agreements with third countries and this is a useful CAFTA + element. 
· Finally the deal ca be considered "DDA-proof". The commitments obtained from Central American countries reach significantly beyond their multilateral commitments offered so far, so the bilateral preferences would remain of interest even when the DDA is concluded. 
· There is also a separate cultural cooperation protocol. In the absence of any trade related issue therein, this protocol will not be a part of the Title on Establishment, trade in services and e-commerce, but will take the form of an  Annex to the Association Agreement.  
PUBLIC PROCUREMENT
· With regard to Public Procurement, the deals concluded with Central America broadly, but with some differences, reflect the coverage provided by Central America to the US in the CAFTA and the US-Panama Agreement and it includes the Panama Canal. The EU commitments reflect the coverage offered by each Central America country. Given that the level of ambition varies between different CA partners, the coverage granted by the EU reflects these differences of ambition: it is broadest for Costa Rica and most restrictive for Nicaragua. 

· For all countries except Costa Rica, there is a transition period of 3 years during which the Central American countries will use higher value thresholds.
SUSTAINABLE DEVELOPMENT
· Overall the EU has reached a good outcome and the agreement is GSP+ equivalent or above, depending on the specific issue, as regards labour and environment substantive commitments. There are strong institutional provisions, including civil society involvement and recourse to an independent group of experts to settle differences. 

· On labour, the Agreement's substantive commitments are in line with GSP+, i.e. the effective implementation in law and practice of core ILO labour standards, as contained in the fundamental ILO Conventions. The Chapter actually goes beyond GSP+ in some regards, e.g.: (a) obligations on the effective enforcement of, and non-derogation from, domestic labour laws, (b) recognition of the ILO decent work principles and their relevance in the context of the trade part of the Association Agreement. In conjunction with other provisions, particularly those on the participation of social actors, this creates a good platform for enhanced efforts on labour standards and cooperation.

· On environment, the agreement's substantive commitments are an improvement if compared with GSP+ in so far as (i) the reference to Multilateral Environmental Conventions is an open one, thus encompassing relevant conventions beyond those that are specifically mentioned;  (ii) one important convention (Rotterdam Convention on the Prior Informed Consent Procedure for certain hazardous Chemicals and Pesticides in international trade on international trade in chemicals and pesticides) is explicitly added, as not all Central American countries are yet parties; (iii) there are obligations on the effective enforcement of, and non-derogation from, domestic environmental laws; and (iv) there are specific provisions on trade in forestry or fishery products. 

· On trade in fisheries, Central America has committed to adhere to certain internationally recognised principles and actions on fisheries good governance and to adopt implementation measures such as control and inspection schemes.  The provisions included will encourage cooperation in Regional Fisheries Management Organisations and in the fight against IUU fishing. 
· Importantly, as part of our cooperation on environmental matters, Central American countries commit to approve the Gaborone amendment to the Convention on International Trade on Endangered Species (CITES) in order for the EU to become a member on its own right in that organisation.

· Public participation and the Parties' engagement with civil society are important elements in the Chapter. There are several relevant provisions, including the follwong:

- Consultation of civil society stakeholders (employers and workers organisations, business associations, non-governmental organisations etc.) at the domestic level: domestic advisory committees are tasked with expressing views and making recommendations and advising the Parties on how to better achieve the objectives of the Trade & Sustainable Development chapter. 

- A bi-regional Civil Society Dialogue Forum for open dialogue, with a balanced representation of environmental, economic and social stakeholders. The Parties commit to set up and facilitate such Forum, which shall meet regularly to discuss sustainable development aspects of the Parties' trade relations.

· As far as the institutional mechanisms are concerned, the provisions are satisfactory and comparable to those in the EU-Korea agreement. Differences regarding the fulfilment of the central obligations of the chapter can be settled through recourse to an independent and impartial group of experts that will issue public reports on matters brought to its attention.

INTELLECTUAL PROPERTY RIGHTS
· The Agreement with CA contains an IPR chapter offering a high level of protection to all IPRs including GIs and will ensure an adequate and effective level of protection of intellectual, industrial and commercial property rights and other rights covered by TRIPS, with a view to reducing distortions and impediments to bilateral trade and fostering investment and economic development. 
· As regards International Agreements, it should be noted that TRIPS achievements are safeguarded and complemented. Obligations already undertaken by all Parties under other international Agreements are reaffirmed (especially WIPO Internet Treaties, other Treaties in the area of copyrights, patents, trademarks, designs and plant varieties). 
· For well-established IPRs like copyright, trademarks, or patents, there is a reference to the adherence/compliance to the main international conventions (e.g. Madrid Protocol). The negotiated text respects the EU acquis, as well as the specificities of certain national laws in these areas.
· The Agreement underlines the importance of promoting access to medicines. Direct reference is made to the Doha Declaration on the TRIPs Agreement and Public Health and the 2003 WTO Decision on compulsory licensing.

· Protection of data of regulated products (pharmaceuticals, pesticides), is already satisfactory addressed in the national legislation of all CA countries. There is no specific provision with reference to data protection to the agreement but an EU declaration is added to confirm that level of data protection in Central America is satisfactory for the EU.  
· The provisions on enforcement of IPRs, are in line with the EU legislation while allowing CA to maintain their own protection level, which, due to CAFTA, very often goes beyond the EU acquis. There are also rules on ordinary and ex-officio border measures that go beyond TRIPs covering copyrights, trademarks. 

· The IPR Title contains provisions on technology transfer and scientific cooperation, and rules for cooperation in the area of IPR enforcement. The specific Committee on IPR will be a privileged means for an effective dialogue in this area.
Geographical Indications
· By entry into force of the Agreement, Central American countries will have adopted or amended their legislation in order to establish GIs as sui generis rights, similar to the system in the EU. 

· With respect to individual GIs, the Agreement provides for the possible protection of a first list of 224 EU GIs following the completion of opposition procedures. Central America will only perform a formal examination of the EU names and publish them for opposition before entry into force of the agreement (those GIs for which no objections have been lodged will be protected by entry into force). It is possible for both sides to add more names to the GIs list in the future.
· CA countries have undertaken to protect our GIs against filing of future trademarks even before the adoption of the new legislation. However, , the EU had to accept the grandfathering of good faith prior uses, but it is limited to foodstuffs names. 

· As regards the protection granted, all EU GIs that will be protected in Central America countries will enjoy a high level of protection equivalent to the level of TRIPS art.23. 

· Like COL-PERU and Korea, Central America countries had signed an agreement with the US preventing co-existence between prior trademarks and GIs. Like with COL-PER and Korea, ad hoc coexistence solutions have been found for the vast majority of the EU GIs and the list of remaining conflicts that could be an obstacle for the protection of our GIs has been reduced to +/- 10 cases per CA country, predominantly due to prior trademarks. 

· The reservations raised by Central America countries regarding most of the names that could be considered generics (e.g. Irish cream, Champagne, Cognac, Scotch whisky, Feta, Gorgonzola, Roquefort, Manchego) have finally been lifted (with the exception of Citricos Valencianos, Mortadella Bologna as in COL-PER) and those names do not appear in the list of identified conflicts unless there is a conflict with a prior trademark.
Customs and trade facilitation

· Overall, the Customs and Trade Facilitation Chapter is one with balanced obligations on both sides, which takes into account the differences between the parties, and aims at improving conditions for European traders.

· The Parties have agreed to align their customs legislation with international standards and to simplify customs procedures, to facilitate trade while fulfilling the objectives of effective customs control. Besides, the parties have made specific commitments related to transit, customs valuation and risk management as well as to maintaining relations with the business community.

REGIONAL INTEGRATION

The regional integration chapter aims at facilitating the free movement of EU goods in Central America and to strengthen regional economic integration in the region. This objective is promoted by setting out specific rules with a regional dimension that Central America undertakes as a block rather than as six individual parties. In order to ensure effective implementation of the Title, it includes a specific section on implementation which provides for clear obligations by Central America on work programmes, reporting and linkages to cooperation activities.

Regional integration/TF and customs procedures 

· It is important to note the real commitment to regional integration which provides the basis for the free circulation of goods originating in the EU within Central America.
· No later than 2 years after entry into force, the customs authorities of CA countries commit to reimbursing the duty paid on EU goods when such goods are exported into another Signatory CA State. Such goods shall only be subject to the customs duty in the Signatory CA State of import.

· Central America also commits to use of a single administrative document or electronic equivalent for the purposes of establishing customs declarations at import and export at the latest three years after the entry into force of the Agreement. 
· Central America commits to harmonise customs legislation, procedures and customs related requirements at regional level at the latest five years after the entry into force of the Agreement. 
Regional Integration/SPS

· This Title provides SPS mechanisms in favour of the free circulation of EU products inside Central America. It includes a transit facilitation mechanism to avoid stop/checking the EU products at the internal Central America borders. This transit facilitation will be applied from the entry into force of the Agreement but will be progressively lose relevance following the progress of Central America integration in the SPS area. To ensure implementation of the provisions Central America  will present every year a work plan and progress report to advance in the harmonization of the SPS import requirements and procedures (including single certificates, single list of establishments and single import checks) and mutual recognition of the inspections. 

· It also includes a general safeguard provision which provides that an importing Party (the EU) should not be required to grant a more favourable treatment in SPS terms to the exporting Party (a Central America country) than the treatment received in intra-regional Central American trade.
Regional integration/TBT
· Central America has agreed to adopt within a timeframe of five years a number of harmonised technical regulations which are currently under discussion. These draft proposals cover, among others, products such as textiles and alcoholic beverages.

· For products which are currently not covered by harmonised legislation, Central America has agreed to continue working towards this objective and to promote the development of regional standards
· Central America has agreed to extend to EU goods a fast track procedure they have in place for the recognition of registrations, whenever a product is subject to a prior approval procedure (high risk products) and to accept the registration of products by group of families rather than registering each product individually. 
COMPETITION, SUBSIDIES AND STATE TRADING ENTERPRISES
· The Parties are required to ban through their national and regional legislation the most harmful anticompetitive practices including restrictive agreements, cartels and abuse of dominance. They will also prohibit concentrations which significantly impede competition. These commitments will lock in good practices in the countries concerned thereby providing EU companies operating in these countries with a level playing field. 
· Public enterprises and enterprises entrusted with special or exclusive rights including designated monopolies will be submitted to competition law without exception of any sector. At the same time, also bearing in mind the situation in the EU Member States, the necessary room for manoeuvre has been preserved in order to allow these entities to perform the specific public tasks assigned to them by governments. The Parties will therefore subject such entities to competition rules insofar as the application of these rules does not obstruct the performance of the particular tasks assigned to them by a signatory State. In any event, the principle of non-discrimination shall always be exercised by such entities. In virtue of these provisions neither side will be able to stand in the way of an effective enforcement of competition rules via the actions of state-controlled entities or by adopting legislative or individual measures.  

· The Agreement contains provisions to allow the exchange of non-confidential information and to facilitate enforcement cooperation as well as the provision of technical assistance related to competition policy and law enforcement activities. 
· The Agreement also contains a separate provision on transparency for subsidies according to which the Parties will regularly report on the legal basis, form, amount or budget and where possible, the recipient of subsidies to trade in goods. The Parties have further agreed to exchange information upon request of either Party on matters related to subsidies in services. This section of the agreement is a solid basis for assessing potential anti-competitive effects of subsidies (including domestic aid) and the possibility of having a regular dialogue on subsidies, including on subsidies in services, an area not yet captured by WTO rules. 

TRADE DEFENCE INSTRUMENTS
· Overall provisions on trade defence are similar to those of EU's agreement with Korea. The Agreement confirms the rights and obligations of the parties under WTO anti-dumping, anti-subsidy and safeguards agreements as well as strengthens the discipline in the use of these instruments by re-affirming the provisions on transparency of proceedings. The Agreement also includes references to the public interest test and lesser-duty rule.

· The Agreement also includes a bilateral safeguard clause that allows a party to suspend preferences where rise in imports of a product from the other party is causing or threatening to cause serious injury to its domestic industry. Taking into account the interests of the EU's outermost regions, the Agreement provides for a special safeguard for the outermost regions allowing the suspension of preferences for direct imports of a certain product into a given outermost region in a case where such imports are causing or threatening to cause serious deterioration of the economic situation of that outermost region.

RULES OF ORIGIN
· The rules of the Annex on origin follow the EU standard Protocol without practically any modification in the general provision part, including proofs of origin, except from removing prohibition of Duty Drawback in accordance with policy lines agreed for Colombia and Peru. 
· Some relaxation has been introduced in the products specific rules (GSP) for certain products but respecting in most cases the limits of the reform. 
· Cumulation has been introduced according to the provisions of the current GSP RoO, which implies the possibility for Central American countries to continue using materials originating in Andean countries, and Venezuela. In addition, there is also the possibility to discuss, in the future, cumulation with other Latin American countries with which the EU has concluded or will conclude FTAs (Mexico, Chile, CARIFORUM and possibly MERCOSUR). For fishery products, the cumulation with Mexico and Chile will be authorized immediately. Finally, a possibility of applying derogation from agreed rules of origin in cases justified by economic circumstances was added in the form of a Joint Declaration attached to the Agreement which will allow tackling development-related needs of Central America on the basis of joint decisions. 
· The most difficult part of the negotiations referred to the product specific rules  for coffee, sugar limits, plastics, footwear, clothing of HS chapters 61 and 62, some non-ferrous metals and fisheries. In the case of sugar limits, the EU interests were preserved. The same apply for coffee preparations, although for coffee the EU accepted a more restrictive rule, taking into account the minimal or reduced impact on the EU industry.  In the case of footwear, the EU standard rule was agreed for shoes with prices above certain levels. It is in fact a solution similar to the one agreed in the Agreements with Mexico and Colombia and Peru, but improved as no quotas will apply for EU exports as in the case of Mexico, and with lower threshold values than with Colombia and Peru. In case of clothing of HS chapters 61 and 62 the EU rule was also agreed, though some relaxation is permitted within twofold limitation by quotas further limited by caps applicable to each tariff line in order to avoid concentration on particular products.  

· In relation to rules of origin for fish and fishery products, the Central American countries have agreed with the EU standard rules of origin. The EU has granted a limited derogation to the rules of origin as regards tuna loins. This will address the problem of insufficient originating raw material in the region and thereby safeguarding EU investment in fish processing in Central America. Furthermore, the EU will allow cumulation with Mexico and Chile for tuna products on entry into force of the Agreement in addition to the cumulation possibilities offered with Andean Community countries. Finally, it will also align the tolerance values with those in the new rules of origin for the GSP.

GENERAL, INSTITUTIONAL ISSUES AND DISPUTE SETTLEMENT
· The Agreement sets out an effective and streamlined Dispute Settlement system which includes key elements that the EU considers important, such as transparency (open hearings and possibility of amicus curiae briefs), no exclusion of WTO and FTA dispute settlement unless identical matters, and sequencing (no right to impose retaliation until such time as non-compliance is verified). Furthermore, the Title on dispute settlement is innovative in the sense that it allows for consolidation of procedures, e.g. where the EU is bringing identical claims against more than one Republic of Central America.

· In addition, negotiators have agreed to a Mediation Mechanism for non-tariff barriers to trade in goods. In view of the preferential trading relations established, the mechanism is binding as regards the initiation of and participation in the procedure, but not as regards the proposed solution from the mediator.
· The trade provisions are embedded in an Association Agreement which includes also a political dialogue and a cooperation pillars. The general institutional provisions of the Agreement foresee the establishment of an Association Council, where Parties will be represented at Ministerial level, as well as an Association Committee.

· The Agreement also establishes various Sub-Committees in trade areas such as customs, TBT, SPS or intellectual property. A specific Sub-Committee is also created on market access issues. The Association Committee has the right to set-up new Sub-Committees or dissolve existing ones if appropriate.
