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INntroduction

The European Automotive Suppliers’ In-
dustry represented by CLEPA is closely
following the ongoing developments in
the United Kingdom (UK) and between
the UK government and the European
Union (EU) on the UK's withdrawal from
the EU.

Given the importance of trade in goods
(and services) within the Single Market
and specifically the relevance of UK im-
ports and exports for the Automotive
Suppliers Industry, we would like to make
some recommendations on a future trade
relationship between the EU and the UK
for the consideration of policy makers.

Uncertainty
IS a key concern

Two years after the Brexit referendum, and
after more than a year of negotiations be-
tween the United Kingdom and the Euro-
pean Union, significant uncertainty remains
for the industry. While the two partners
have agreed in principle on a transition pe-
riod from the UK's formal exit date until
December 2020, there is still no clearly
defined, jointly approved vision for the fu-
ture EU-UK economic and trade relation-
ship beyond that date. A survey of our

for business

membership identifies this uncertainty as a
key concern for business.

The automotive suppliers' industry relies
on frictionless trade between the UK and
the rest of the EU and is therefore in ur-
gent need of clarity with regards to poten-
tial changes to the current framework to
implement strategic business decisions.
We are concerned that there is only a
short window of opportunity to negotiate
and implement any agreement on trade.




Main requests

A stable and predictable overall framework like to the following requests and priorities
is crucial for investment and trade, specifi- for the European automotive industry to be
cally for a highly trade intensive industry like  considered by the British government and
ours. In light of the most recent develop- the EU:

ments in the Brexit negotiations, we would

o Engage in meaningful and constructive negotiations to find workable solutions to
the outstanding issues in the context of Brexit to, amongst others secure an agree-
ment and a transition period and to avoid a “no-deal Brexit";

o During the transition period following the UK's formal withdrawal from the EU and
until the conclusion of a new EU-UK relationship, maintain access and/or member-
ship for the UK within the EU Customs Union and the Single Market;

o Ensure provisions are agreed that allow for a free-flow of automotive goods at the
border, with tariff-free exchange of goods and provisions against non-tariff barriers
through regulatory divergence;

o Safeguard continuity in the trading relationship between the EU and the UK, and
with third countries;

o Maintain shared regulatory environment through harmonisation;

o Continue collaboration on automotive priorities;

o Ensure transparency of negotiations between the EU and the UK, timely disclosure
of developments, and consultation of the industry to properly assess the impact of
the arrangements under negotiation.




Priorities

Frictionless trade

The combination of customs union and the
single market allows for full and unrestricted
trade in goods and services for the EU and
the UK automotive industry with no formal
customs procedures or unnecessary stops
or checks at the border. Automotive busi-
nesses benefit from tariff-free access to the
UK market and this should continue without
disruption in the transition to a new relation-

We recommend:

ship between the EU and the UK It is vital
that both partners work with the industry to
assess how single market and customs un-
ion arrangements could maintain these ben-
efits and ensure a total absence of tariff and
non-tariff barriers, as well as a frictionless
and easy flow of goods across borders.

o Ensuring provision for continued access to the Single Market, with arrangements
preventing the establishment of tariffs, indirect taxes, or any non-tariff barriers or
regulatory divergence that would affect the trade of goods and services;

o Ensuring that the UK remains within the Customs Union, or setting up a EU-UK
customs union with common customs clearance procedures, and with the UK
continuing to fully implement the Union Customs Code;

o Taking steps to maintain and support integrated supply chains in both the UK and

across Europe.

Market access

The customs union allows content to be
cumulated for the purposes of rules of
origin, which, in turn, gives UK automotive
access to preferential tariff rates with nu-
merous countries with whom the EU has a
free trade agreement. Therefore, the Euro-

We recommend:

pean automotive industry calls upon the EU
institutions and the UK government to pro-
vide continuity of market access to third
countries and to maintain trading benefits
from existing and potential future agree-
ments across Europe.

o Ensuring continuity in the trading relationship with the UK;

(¢]

Alignment of trade priorities between the EU and the UK for free trade agree-
ments with third countries, ideally in a way that would secure continued UK ac-
cess to preferential trading terms already agreed, and would allow existing rules
of origin to remain in place;

Maintaining the freedom of establishment, including the “single passport” system:;

Maintaining the freedom of cross-border investment, with adequate investor pro-
tection.



Harmonisation

The EU and the UK benefit from a system of
harmonised and shared regulation concern-
ing the automotive industry. Therefore, the
establishment of regulatory continuity to
avoid a divergence of EU standards is crucial
under the European type approval system.

There are a number of important areas in
which the EU and the UK should prioritise
continuity in a shared regulatory framework:

We recommend:

o Type approval and market surveillance.
o Active and passive safety.

o Emissions and fuel consumption includ-
ing Euro standards and COz2 legislation.

o End of Life Vehicles (ELV), recycling,
REACH, and conflict minerals.

o Connected and automated driving and
data protection.

o Intellectual property rights, patents, de-
signs, and brands.

o ldeally maintaining a single regulatory area, in which automotive regulations are
fully harmonised with a mechanism for ongoing alignment;

o At the very least, ensuring the consistency of regulations and standards between

the EU and the UK, including;

o Continuity of the established regulatory framework and where necessary mutual

recognition of certifications.

Continued collaboration
on automotive iInnovation priorities

Collaboration between the UK, EU, and
Member States on shared priorities includ-
ing emissions, renewable energy, and con-
nected and automated driving should con-
tinue, with the UK seen as a strategic part-

We recommend:

ner. Continued collaboration on these pro-
jects should be supported by UK funding in
addition to the existing EU funding frame-
work.

o Continued collaboration on automotive priorities, including digital, connectivity, and

ultra-low emission vehicles;

o Shared ambition on key environmental goals including CO2 performance and vehi-
cle emission standards, both in the short-term actions and long-term roadmaps;

o Maintenance of the UK access to and financing of EU programmes for research and
innovation.




Access to talent

There is a wealth of talent in our industry
and automotive companies must continue to
access the pool of talent in the EU to main-
tain competitiveness, meet their skills needs

We recommend:

and foster economic growth and innovation.
Therefore, we encourage efforts to maintain
the free mobility of labour between the EU
and UK

o Guaranteed access to labour across the EU and the UK and safeguarding the sta-
tus of EU employees already in the UK and vice versa;

o Employment opportunities across the European automotive industry should be

promoted.

The automotive industry
and the Single Market

Today, European automotive suppliers lead
the world in the design, engineering and
manufacturing of key vehicle components
and systems technologies. A crucial factor
behind this has been the success of the Sin-
gle Market and the positive benefits of Euro-
pean Union membership.

The European automotive sector employs
more than 12 million people, produces a
quarter of the world's vehicles each year and
represents more than 6% of the EU's GDP.

The UK is one of Europe's top automotive
manufacturing countries, and plays an im-
portant role for this sector, with manufactur-
ers and suppliers highly integrated across
Europe. Between 2010 and 2016, UK car pro-
duction increased by 5.9% per year on aver-
age, up to 1.7 million cars in 2016. However,
in 2017, production decreased by 3%, cer-
tainly linked to the economic uncertainties
created by Brexit.

In 2017, 80% of UK car production was ex-
ported, with the majority (54%) to the EU, way
ahead of any other market (the US came
second with 16%). The UK is also the EU's
second largest car market. In 2016, the UK
imported more than 2.4 million cars, 82% of
which came from other EU Member States.
Taking these figures into account, it is clear
that the automotive sector will be highly
affected by the outcome of the Brexit nego-
tiations.

Our goal is to build upon the success story of
recent years and minimise the impact on our
industry of the UK leaving the European Un-
ion. The Single Market is fundamental to the
growth of the European automotive industry
and it will remain a key priority for CLEPA to
maintain and strengthen it to the benefit of
all its members.




<. CLEPA

European Association of Automotive Suppliers

CLEPA, the European Association of Automotive Suppliers, represents over 3.000 compa-
nies supplying state-of-the-art components and innovative technology for safe, smart and
sustainable mobility, investing over 22 billion euros yearly in research and development.
Automotive suppliers in Europe employ nearly five million people across the continent.

o Some 12 million people are employed in the European automotive industry

o European automotive suppliers directly employ 5 million people

o European automotive suppliers invest over €22bn in RDI per year. They are
the biggest private investor into research and innovation

o Per year, 18 million vehicles are manufactured in Europe, contributing to the
stability and growth of the European economy
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