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1. Introduction

At the 2015 WTO Ministerial Conference held in Nairobi, WTO Members adopted a Ministerial
Decision on Preferential Rules of Origin for Least Developed Countries (LDCs)’, to ensure that
the rules are simple and transparent and contribute to facilitating market access for LDCs. The
Decision encourages preference-granting WTO Members to draw upon the elements contained
in the Decision when they develop, build on or review their individual rules of origin
arrangements applicable to LDCs.

This Guide provides practical information on how to qualify for preferential treatment, and
detailed explanations of the elements in the Decision. It includes guidance material comprising
professional input from a Customs perspective, in order to ensure that the LDCs benefit to the
maximum extent possible from the Decision.

The Guide is predominantly meant for the use of WCO Member Customs administrations which
also play the role of “competent issuing authority” in exporting LDCs. However, it is also useful
for exporters or producers who wish to utilize the LDC trade preferences in respect of products
manufactured in LDCs.

Under non-reciprocal trade arrangements, preferential rules of origin are autonomously
determined by each country granting trade preferences. This Guide does not relate to how
preference-granting countries develop or modify their rules of origin; it simply aims to help LDCs
achieve better utilization of the market access opportunities available to them through
preference schemes.

This Guide is set out in five sections, including the Introduction (Section 1). Section 2 looks at
the basic important principles for utilization of preferential schemes.

Section 3 deals with the elements of the Nairobi Ministerial Decision on Preferential Rules of
Origin for LDCs and provides practical examples linked to the Decision’s requirements.

Section 4 gives practical case studies on how individual rules of origin affect origin
determination, and how compliance is demonstrated to Customs administrations.

Section 5 contains information on the WCO tools and instruments that provide further guidance
related to origin.

Annex | provides the list of Least Developed Countries designated by the United Nations (UN).
Annex Il provides information from the UN Conference on Trade and Development (UNCTAD)
on the current application of the Nairobi Decision in preference-giving countries.

1Background and development of the Nairobi Decision can be found on the WTO website at:
https://www.wto.org/english/thewto _e/minist e/mc9 e/brief Idc e.htm
https://www.wto.org/english/thewto _e/minist e/mc10 e/briefing _notes e/brief Idcs e.htm.




2. Steps for Utilization of Preferential Schemes for LDCs

LDC schemes are provided by developed countries and some developing countries under non-
reciprocal trade arrangements.

Preference-granting countries determine the preferential rules of origin applicable to imports
from LDCs. Products that are deemed to be “originating” in LDCs under these rules qualify for
preferential market access schemes for LDCs. In other words, rules of origin are used to
ensure that only products originating in LDCs benefit from the trade preferences that have been
afforded to them. Preferential rules of origin are always inextricably linked with the market
access scheme. It is therefore necessary for LDCs to examine the particular requirements of
the market to which they are exporting.

It should be noted that Customs administrations which are the “competent issuing authority” in
exporting LDCs are responsible for issuing certificates of origin and verifying the origin in
response to requests from preference-granting countries.

Steps to applying preferential treatment

The following steps have to be taken in strict sequential order when ascertaining whether
products manufactured in LDCs may be eligible for a preferential treatment:

» Step 1 - Are the goods and the LDC concerned covered under the scope of the
preferential schemes?

Though LDCs are granted duty-free and quota-free market access to developed countries and
some developing countries?, the goods produced in an LDC, and the LDC itself, need to be
covered within the scope of the preferential schemes of the importing country to obtain
preferential treatment.

The WTO receives notifications of the preferential rules of origin for LDCs from
preference-granting Members. These are published on the WTO website® to enhance
transparency and promote a better understanding of the rules of origin. LDC producers of
goods for export are encouraged to check if there is a relevant preference given in the country
of import so that they can enjoy preferential treatment.

It is recommended that the competent issuing authorities and/or trade-related administrations
provide appropriate information to exporters and producers to promote better utilization of
preferential schemes.

> Step 2 - Does the production of the goods in LDCs satisfy the origin criteria in the
preferential schemes for these goods?

As mentioned in the preface to this section, to gain preferential treatment, it is essential that the
products from LDCs are deemed to be originating by satisfying the origin criteria and, in
particular, the product-specific rules of origin. LDC exporters and producers need to consider

2Developed countries shall provide preferences on at least 97% of tariff lines, and developing countries declaring
themselves in a position to do so should introduce schemes (2005 Hong Kong Decision).

3All notifications related to preferential rules of origin for LDCs can be found on “WTO Documents Online” and start
with document code “G/RO/LDC/N/”.



the impact of the following on fulfilment of the applicable rule of origin: the supplier of the inputs
used for the final goods, the production process, the value of inputs used, and the final goods.

Importers may find it helpful to obtain an advance ruling on origin* for their final goods from the
Customs administrations in the importing countries, prior to the first export to those countries.
Utilization of advance rulings facilitates international trade by reducing delays at entry (as the
origin is determined prior to arrival) and allowing businesses to assess the financial impact of
their transaction. It also helps Customs improve compliance through risk assessment.

» Step 3 - Are the consignment criteria fulfilled for the transport of the goods?

Consignment criteria aim to ensure that the goods imported into the preference-granting country
are the same as the goods exported from the beneficiary country. The objective of this rule is to
reduce the risk of goods eligible for preferences being manipulated or mixed with non-eligible
goods during transportation and to ensure that only products originating in LDCs benefit from
the trade preferences. If documentary evidence is requested by the Customs authority of the
importing country to satisfy the consignment criteria, then, depending on the requirements of the
relevant preference scheme, such evidence could include the transport documents covering the
entire transport, a certificate/declaration from transit countries, or a certificate of non-
manipulation for products originating in an LDC.

> Step 4 - Are all of the procedural requirements stipulated in the scheme fulfilled?

In order to be eligible for the preferential tariff treatment, final products manufactured in LDCs
must not only satisfy the applicable origin criteria and consignment criteria, but also the
procedural requirements to certify the originating status stipulated in the respective LDC
scheme. There are various approaches for procedural requirements related to origin, as the
method of certification and controls at the time of clearance could vary from one country to
another. Documentary evidence that all these requirements are fulfilled needs to be presented
to the Customs authority of the importing country upon request of the claim for preferential
treatment.

Goods
produced Be covered by LDC scheme

Satisfy origin criteria

ELIGIBLE FOR
PREFERENTIAL
TREATMENT

Satisfy consignment criteria

Procedural requirements
fulfilled

4The WCO Technical Guidelines on Advance Rulings for Classification, Origin and Valuation, containing detailed
procedures, can be found at: http://www.wcoomd.org/en/topics/origin/instrument-and-tools.aspx.




3. Overview of the Nairobi Decision on Preferential Rules of
Origin for LDCs

3.1. Requirements for the assessment of sufficient or substantial
transformation

The Decision contains requirements to make it easier for LDCs to comply with origin conditions
(to be set by the preference-granting Members) under non-reciprocal preferential trade
arrangements. The Decision refers to goods which are not wholly obtained in the LDCs, i.e.
where inputs from more than one country are used in the production of a product.

Under “substantial transformation” requirements, goods are deemed to be originating when they
satisfy the product-specific rules guaranteeing that a meaningful manufacturing process has
taken place in the LDCs. There are three criteria to express substantial transformation: an ad
valorem percentage criterion; a criterion based on a change in tariff classification; and a criterion
based on manufacturing and processing operations®.

Ad valorem Maximum allowance for non-originating materials

percentage >

criterion

Minimum requirement of domestic/local content

. . CC - change from any other chapter (2-digit change)
Change in tariff

classification é CTH - change from any other heading (4-digit change)
criterion CTSH - change from any other subheading (6-digit change)

Manufacturin
. g 9 Criterion based on manufacturing and processing operations
and processing

operations

5The WCO Origin Compendium contains a detailed explanation of preferential rules of origin, including substantial
transformation, and can be found at: http://www.wcoomd.org/en/topics/origin/instrument-and-tools.aspx.




3.1.1. Ad valorem percentage criterion

3.1.1.1. The provision in the Nairobi Decision

1.1. When applying an ad valorem percentage criterion to determine substantial transformation,
Preference-granting Members shall:

(a) Adopt a method of calculation based on the value of non-originating materials.
However, Preference-granting Members applying another method may continue to use it.
It is recognized that the LDCs seek consideration of use of value of non-originating
materials by such Preference-granting Members when reviewing their preference
programmes;

(b) Consider, as the Preference-granting Members develop or build on their individual rules of
origin arrangements applicable to imports from LDCs, allowing the use of non-originating
materials up to 75% of the final value of the product, or an equivalent threshold in case
another calculation method is used, to the extent it is appropriate and the benefits of
preferential treatment are limited to LDCs’;

(c) Consider the deduction of any costs associated with the transportation and insurance of
inputs from other countries to LDCs.

"This provision shall not apply to Preference-granting Members who do not use the ad valorem percentage criterion
as their main method for the determination of substantial transformation.

When an ad valorem percentage criterion (also called a value added criterion) is used, a
product is considered substantially transformed when the value added to itin an LDC
represents or exceeds a specified percentage of the overall value of the good. This criterion
can be expressed in two ways: a maximum allowance for the non-originating materials, or a
minimum requirement for the domestic/local content.

The Decision encourages preference-granting Members to:
e adopt a calculation method based on the value of non-originating materials;
e allow the use of non-originating inputs up to 75% of the final value of the product; and
e consider deducting transportation and insurance costs of the non-originating materials

from the calculation of the non-originating value part.

The use of up to 75% of non-originating materials is equivalent® to a 25% requirement for
domestic content, e.g. the value of originating materials, labour costs, profits and general costs.
The value of the non-originating materials is usually simpler to calculate. The higher the
allowed percentage for the use of non-originating material, and hence the smaller the required
percentage of domestic content, the more liberal the rules of origin are.

In general, the value of non-originating materials used in the production of the goods includes
the cost of transportation and insurance from the source countries to the preference-receiving

6This might vary depending on which price is the denominator and which costs are added to the domestic contents.



country. Deducting transportation and insurance from the value of non-originating materials will
make the rules more liberal and will especially benefit landlocked LDCs where transport costs
are generally very high. Allowing the deduction and calculating the value addition based on the
value of the inputs only will help ensure a level playing field among all LDCs.

The value added criterion is suitable for dealing with certain goods which have been further
refined or processed without a change in tariff classification. This criterion is relatively easy to
understand and to apply in practice, and allows simple and flexible adjustments for different
stages of development of developing countries. Economic operators are familiar with the cost
components of their inputs, as the values are known for commercial and Customs purposes.
However, the value added rule can entail a lack of predictability and consistency, due to
currency fluctuations and possible exposure to transfer pricing. In practice, it can also be
difficult to calculate the real value of the inputs and goods, due to the complexity of global value
chains.

3.1.1.2. Practical example

Example 1(a) — value of non-originating materials up to 75% of the ex-works price

Cigarettes of heading 24.02, manufactured from the following non-originating materials
(including transport and insurance):

e Tobacco leaves: value €4.20
¢ Other ingredients, such as processing aids, humectants, preservatives: value €3.10
¢ Value added in country (labour cost and manufacturer’s profit margin, etc.): value €2.70

o Ex-works price of the cigarette: €10 per package

Given a product-specific rule for heading 24.02 that allows the use of non-originating materials
up to 75% of the ex-works price of the product, the value of the non-originating materials
incorporated in the cigarettes (tobacco leaves, processing aids, humectants and preservatives,
with a value of €7.30) does not exceed 75% of their ex-works price (in fact, it represents 73%)
and the cigarettes qualify as originating products.

PSR for”cigérettes of 24.02 : use of non-'origvinavti'ng ‘materials up to 75%
of the ex-works price

v

Tobacco leaves ‘/
(CIF value €4.20) i e

~l Cigarettes: 24.02

e Weiee. | (Ex-works price €10.00)
Processing aids, B At the fact

P RS For export
humectants, m

preservatives, etc.

(CIF value €3.10) Value added in country
(value €2.70)

Value of non-originating materials (4.20+3.10)
Ex-works price (10.00)

X100=73%=75%




Example 1(b) — value of non-originating materials up to 70% of the ex-works price

Given a product-specific rule for heading 24.02 that allows the use of non-originating materials
up to 70% of the ex-works price of the product, the value of the non-originating materials
incorporated in the cigarettes (tobacco leaves, processing aids, humectants and preservatives,
with a value of €7.30) exceeds 70% of their ex-works price and the cigarettes do not qualify as
originating products.

Example 1(c) — value of non-originating materials, minus transport and insurance costs, up to
70% of the ex-works price

However, if the deduction of transportation and insurance costs of the non-originating materials
is applied, then the value of the non-originating materials is adjusted. If the new value for the
inputs (tobacco leaves, processing aids, humectants, preservatives, etc.) is €6.50, then the non-
originating value is 65% of the ex-works price and the cigarettes qualify as originating.

The deduction of transportation and insurance for inputs to the LDC makes it easier to satisfy
the applicable rule, and at the same time expands the allowable extent of use of non-originating
materials.

PSR for cigarettes of 24.02 : use of non-originating materials up to 70%
of the ex-works price

| LDC
Tobacco leaves "
(CIF value €4.20) /
Processing aids, Cigarettes: 24.02 For export
humectants, ~+~—,__ | (Ex-works price €10.00)
preservatives, etc. | ! g
(CIF value €3.10) Value added in country

{value €2.70)

if the deduction of transportation and Insurance

costs of non-originating materials is applied...

Value of non-originating materials (3.80+2.70)
Ex-works price (10.00)

X100=65% = 70 %



3.1.2. Change in tariff classification criterion

3.1.2.1. The provision in the Nairobi Decision

1.2. When applying a change of tariff classification criterion to determine substantial
transformation, Preference-granting Members shall:

(a) As a general principle, allow for a simple change of tariff heading or change of tariff
sub-heading;

(b) Eliminate all exclusions or restrictions to change of tariff classification rules, except where
the Preference-granting Member deems that such exclusions or restrictions are needed,
including to ensure that a substantial transformation occurs;

(c) Introduce, where appropriate, a tolerance allowance so that inputs from the same heading
or sub-heading may be used.

The change in tariff classification (CTC) criterion is used widely’” and found in virtually all origin
systems. Under this type of criterion, a product is considered substantially transformed when it
is classified under a heading or subheading (depending on the exact rule) which is different from
all non-originating materials used.

These rules are based on the Harmonized System (HS). The HS Nomenclature is a structured
nomenclature comprising a series of 4-digit headings, most of which are further subdivided into
5- and 6-digit subheadings.

Several terms are relevant to understand the different CTC rules used in preferential trade
arrangements. The terms linked to the HS nomenclature are:

Chapter — the first two digits of the classification in the HS nomenclature
(for example, 7616.10 — 76 is the chapter number).

Heading — the first four digits of the classification in the HS nomenclature
(in the case of 7616.10 — 76.16 is the heading number).

Subheading — the six digits of classification in the HS nomenclature
(in the case of 7616.10 — 7616.10 is the subheading number).
The Decision encourages preference-granting Members to:
e allow a simple change of tariff heading (CTH) or tariff subheading (CTSH);
¢ eliminate exclusions or restrictions to the rule as much as possible; and

¢ introduce a tolerance allowance for the CTC criterion.

"According to the WCO “Study on the use of “Change of Tariff Classification-based rules” in Preferential Rules of
Origin”, the average proportion of “CTC-based rules” in the 20 largest FTAs selected according to trade volume is
73%. The Study can be found at:

http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/origin/instruments-and-tools/comparative-study/related-
documents/study-on-the-use-of-change-of-tariff-classification_based-rules-en.pdf?db=web.

10



Change of chapter (CC) rules are the most stringent, as all of the non-originating materials of
the product should be classifiable in chapters other than that in which the final product is
classified. Change of tariff heading (CTH) is less stringent, and change of tariff subheading
(CTSH) is the least stringent.

Change of chapter Change of tariff subheading
Whole HS Whole HS
Chapter Chapter
Heading Heading
Subheading ya ) Q Subheading
@ é @ o
@ Non-originating input P> Final good

Rules based on a change in tariff classification criterion are predictable, unambiguous and
simple to apply and control once the correct classifications of the non-originating input materials
and of the final product have been established.

These rules also have the advantage of being independent of the variations that can occur in
input costs and currency fluctuations.

The HS has been established as a common Customs language, and both traders and Customs
are familiar with the HS. However, not all goods are simple to classify, and extensive
knowledge of the goods and the HS may be needed to classify them correctly.

Whilst it is a multi-purpose nomenclature, the HS was not designed for origin purposes and is
therefore not always a suitable or easy way to undertake origin determination. It is also
important to note that the HS is amended every five years (when a new ‘edition’ is issued),
which requires a transposition of the rules of origin®. Understanding which HS edition is the one
to which the rules of origin refer is essential for a correct origin determination.

Tolerance/de minimis allowance

The tolerance/de minimis rule softens the origin criteria in some cases by offering the possibility
to use “prohibited” non-originating materials to a certain extent (e.g. a certain percentage of the
value or weight of the product). In other words, a product that contains non-originating materials
that do not satisfy the applicable origin criterion for the product is considered originating if the
amount of the non-originating materials is within a specified limit. The tolerance/de minimis rule

8The WCO Guide for Technical Update of Preferential Rules of Origin can be found at:
http://www.wcoomd.org/en/topics/origin/instrument-and-tools.aspx.

11



applies only to rules of origin based on a change in tariff classification criterion, as well as rules
based on a manufacturing or processing operation criterion.

The allowance/threshold may differ from one scheme to another, and may also differ with regard
to the basis for calculation (e.g. ex-works price or FOB price). Sometimes, the rule does not
apply to specific product categories, or applies only with certain restrictions, or with the use of a
different percentage.

3.1.2.2. Practical example

Example 2(a) — CTH with no tolerance/de minimis allowance

Precious metal jewellery of heading 7113.19, manufactured from the following materials:
e Precious stone (non-originating materials): 71.03

o Hooks and clasps made of silver plated with gold (non-originating materials): 7113.11

e Gold chains (originating materials): 7113.19
Given a product-specific rule for heading 7113.19 based on a change of tariff heading (CTH),
the non-originating hooks and clasps do not satisfy the product-specific rule for substantial

transformation. As they are classifiable under the same heading as the finished product, the
jewellery does not qualify as originating.

Example 2(b) — CTH with a 5% by value tolerance/de minimis allowance

If a tolerance of up to 5% of the value of the final product is allowed, then the hooks and clasps
can be disregarded, as they do not exceed the threshold, and the jewellery can qualify as
originating.

PSR fo Jewelry of 7113.19  change of i headig (CTH)

LDC |

Precious stone
(Heading 71.03) \\"“\; K

Jewellery: 7113.19

Hooks and clasps il i (Ex-works price €120.00) | Forexport
(Subheading 7113.11,
CIF value €5) Gold chains:7113.19

If a tolerance of up to 5% of the value of the final product is allowed, the hooks and clasps

of non-originating materials which do not satisfy the rule (CTH) can be disregarded

12



3.1.3. Manufacturing or processing operation criterion

3.1.3.1. The provision in the Nairobi Decision

1.3. When applying a manufacturing or processing operation criterion to determine substantial
transformation, Preference-granting Members shall, to the extent provided for in their respective
non-reciprocal preferential trade arrangements, allow as follows:

(a) if applied to clothing of chapters 61 and 62 of the Harmonised System nomenclature, the rule
shall allow assembling of fabrics into finished products;

(b) if applied to chemical products, the rule shall allow chemical reactions that form a new
chemical identity;

(c) if applied to processed agricultural products, the rule shall allow transforming of raw
agricultural products into processed agricultural products;

(d) if applied to machinery and electronics, the rule shall allow assembling of parts into finished
products, provided that the assembly of parts goes beyond simple assembly.

Under this type of rule, a product is considered substantially transformed when it has undergone
specific manufacturing or processing operations, regardless of any change in its classification or
the extent of value added. This manufacturing or processing operation criterion is widely used
in most legislation on origin, especially in the textile and apparel sector.

The Decision encourages preference-granting Members to allow:
e assembling of fabrics into finished apparel and clothing products;
e chemical reactions that create new chemical products;
¢ transformation of raw agricultural products into processed agricultural products; and
e complex assembly of parts into finished machinery and electronics.

Specific manufacturing operations are objective and unambiguous. Rules can be drafted in an
easily understandable manner. But frequent modifications may be needed to keep pace with
technical developments, and the rules vary from product to product. For the sake of precision,
longer and more detailed texts are often needed.

3.1.3.2. Practical example

Example 3(a) — fabric forward rule (single transformation rule)

Woven polyester shirts of heading 62.05, manufactured from the following materials:

e Polyester fabric (non-originating materials): 5407.61

e Buttons (non-originating materials): 9606.21

e Sewing thread (non-originating materials): 5401.10
Given a product-specific rule for heading 62.05 based on “manufacture from fabric”, polyester
fabric of non-originating materials is allowed to be used for the production of the shirts in an

LDC. Provided that the buttons and sewing thread can be disregarded under the product-
specific rule and that there are no other specific requirements, the shirts qualify as originating

13



through the process of manufacturing the shirt from the fabric (including cutting, sewing and
making up).

’ LDC i
Polyester fabric
(Subheading 5407.61) ~ '

Buttons .
Woven polyester shirts:
(Subheading 9606.21) = a4 EoeXpor:
62.05
Sewing thread
(Subheading 5407.10)

Manufacturing process including cutting, sewing and making up is done in the LDC
The PSR requires single transformation from fabrics to garments.

Example 3(b) — chemical reaction
Ethyl acrylic acid of subheading 2916.12, manufactured from the following materials:
e Acrylic acid (non-originating materials): 2916.11

¢ Ethanol (non-originating materials): 2207.10

If the product-specific rule for subheading 2916.12 is “undergo a chemical reaction”, the

production process in the LDC must lead to a change in the rational formula of the product (i.e.

chemical reaction). If ethyl acrylic acid is produced by a chemical reaction of non-originating
materials, then the ethyl acrylic acid qualifies as an originating product.

PSR for ethyl acrylic acid of 2916.12 : non-originating materials used
: undergo a chemical reaction

Acrylic acid
Rational formula: CH.CHCOOH i e
Ethyl acrylic

(Subheading 2916.11) 4
acid
/ For export

Ethanol CH:CHCOOGC:Hs
Rational formula: C:HsOH (Subheading 2916.12)
(Subheading 2207.10)

If ethyl acrylic acid is produced by a chemical reaction of non-originating materials in
the LDC, the ethyl acrylic acid qualifies as an originating product.

14



3.1.4. General points for substantial transformation requirements

3.1.4.1. The provision in the Nairobi Decision

1.4. Preference-granting Members shall, to the extent possible, avoid requirements which impose
a combination of two or more criteria for the same product. If a Preference-granting Member still
requires maintaining a combination of two or more criteria for the same product, that Preference-
granting Member remains open to consider relaxing such requirements for that specific product
upon due request by an LDC.

1.5. Preference-granting Members are encouraged to offer alternative rules for the same product.
In such cases, the above-mentioned provisions will be applicable to only one of the alternative
rules.

The Decision encourages preference-granting Members not to use a compulsory combination of
two or more criteria for the same product (for example, a value criterion and a change in tariff
classification criterion that must be met). Such combinations make it harder for LDC exports to
qualify for preferences.

Furthermore, the Decision encourages preference-granting Members to offer alternative rules
which can be used to achieve originating status for a given product. As described regarding the
three criteria for substantial transformation, each criterion has its specific features, so offering a
choice of rules makes it simpler to establish origin in an LDC.

3.1.4.2. Practical example
Example 4(a) — combination rule of value added and change in tariff classification criteria

Waffles of subheading 1905.32, manufactured from the following materials:

e Flour (non-originating materials):11.01, €1.50

¢ Butter (non-originating materials): 04.05, €1.80

e Value added in country (originating materials and labour cost, etc.): €1.70

o Ex-works price of the waffles: €5 per package
Given a product-specific rule for subheading 1905.32 based on “the use of non-originating
materials up to 60% of the ex-works price and a change of chapter (CC)”, the non-originating
flour and butter satisfy the change in tariff classification rule as they are classifiable in chapters
other than that in which the waffles are classified. However, the value of the non-originating

materials incorporated in the waffles (flour and butter with a total value of €3.30) exceeds 60%
of the ex-works price and the waffles do not qualify as originating.

15




(a) use of non-originating materials up to 60% of the ex-works price and
(b) change of chapter (CC)

LDC

Flour 2.
(Heading 11.01,  —— |,  “wge"
CIF value €1.50) Waffles: 1905.32

s _ ; For export

Butter i 7 (Ex-works price €5.00)
(Heading 04‘05' Valueadded in country
CIF value €1.80) {Value € 1.70)

Even though the non-originating flour and butter satisfy the CC rule, the value of the
non-originating materials incorporated in the waffles exceeds 60% of its ex-works price
and then the waffles do not qualify as originating

Example 4(b) — alternative rules of value added or change in tariff classification criteria

Plastic tableware of subheading 3924.10, manufactured from the following materials:
e Talc (non-originating materials): 25.26, €1.80

e Polypropylene (non-originating materials): 39.02, €2.00
¢ Value added in country (originating materials and labour cost, etc.): €2.20

o Ex-works price of the plastic tableware: €6.00 per piece

Where a product-specific rule for heading 3924.10 provides a choice of rules, “the use of non-
originating materials up to 60% of the ex-works price or change of tariff heading (CTH)”, each
producer can decide which rule to use in determining whether the good qualifies as an
originating good.

The non-originating talc and polypropylene satisfy the CTH rule, and then the plastic tableware

qualifies as originating. On the other hand, the value of the non-originating materials
incorporated in the plastic tableware (talc and polypropylene with a total value of €3.80)
exceeds 60% of the ex-works price, and the plastic tableware does not qualify as an

originating product according to the value added criterion. Therefore, the producer selects the

CTH rule to obtain originating status for the plastic tableware.
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PSR for plastic tableware of 3924.10 : v
(a) use of non-originating materials up to 60% of the ex-works price, or :
(b) change of tariff heading (CTH)
[ Loc |

Talc . :

(Heading 25.26,
CIF value €1.80)

—~

Plastic tableware: 3924.10

Polypropylene 17 (Ex-works price €6.00) | Forexport
(Heading 39.02, [ A
CIF value €2.00) Valueadded in country
(Value € 2.20)

The producer selects the CTH rule to obtain originating status for the plastic tableware.

3.2. Cumulation

3.2.1. The provision in the Nairobi Decision

2.1. Recognizing that the development of cumulation possibilities should be considered in relation
to the rules applied to determine sufficient or substantial transformation, Preference-granting
Members are encouraged to expand cumulation to facilitate compliance with origin requirements
by LDC producers using the following possibilities:

(a) cumulation with the respective Preference-granting Member;

(b) cumulation with other LDCs;

(c) cumulation with GSP beneficiaries of the respective Preference-granting Member; and

(d) cumulation with developing countries forming part of a regional group to which the LDC is a
party, as defined by the Preference-granting Member.

2.2. Preference-granting Members remain open to consider requests from LDCs for particular
cumulation possibilities in the case of specific products or sectors.

The concept of cumulation or cumulative rules of origin allows countries which are part of a
preferential trade area to share production and jointly comply with the relevant rules of origin
provisions. In other words, it allows products of one country in a preferential trade area to be
further processed or added to products in another country in that preferential trade area, as if
they had originated in the same country. In this way, production may be aggregated with other
countries’ inputs, thus offering additional opportunities to source originating input materials.
This essentially widens the definition of originating products and provides flexibility to develop
economic relations between countries within a preferential trade area.

In order to facilitate LDCs’ export of goods to preference-granting Members, the WTO
encourages these Members to expand cumulation with:

¢ the respective preference-granting Member;
e other LDCs;
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o GSP beneficiaries of the respective preference-granting Member; and/or
¢ developing countries forming part of a regional group to which the LDC is a party.

The greater the number of potential trading countries whose inputs can count towards satisfying
the origin rules — i.e. the greater the possibility for cumulation — the easier it is to satisfy them.
LDC producers can therefore more easily obtain originating status for their goods if they can
apply broad cumulation. Broad cumulation rules can also make countries more competitive in
manufacturing processes, and thus more attractive for foreign direct investment.

When countries graduate out of the LDC status, or from the preference schemes of a Member,
this can affect the ability of other LDCs to cumulate the input of these countries and alter the
existing originating status. The Decision encourages preference-granting Members to remain
open to consider requests from LDCs for particular cumulation possibilities in the case of
specific products or sectors.

3.2.2. Practical example

Example 5 — cumulation: an expansion of the scope of originating inputs

Leather shoes of heading 64.03, manufactured from the following non-originating materials:
e Leather: 41.07

e Rubber sheet: 40.05

e Ethylene-vinyl acetate (EVA): 39.20

e Thread: 54.01

e Sole: 64.06
If a product-specific rule for heading 64.03 is “a change of tariff heading except 64.06”, then the
non-originating sole would stop the shoe from being considered originating. However, if the
sole is sourced from and originates in a country which is counted for cumulation purposes by

the preference-granting Member, then the sole is considered originating and the leather shoes
can qualify as originating goods.

PSR for leather shoes of 64.03 : chéhg‘é‘of tariff“heédiﬁg iéixcept 64.06

Leather:41.07 LDC
Rubber sheet:40.05
q “t:/
Ethylene-vinyl acetate ‘ For export
:39.20 iy Leather shoes: 64.03

Thead:54.01 _r

Sole: 64.06

If the sole originates in a country counted for cumulation purposes under the

preferential scheme, the sole is considered originating in the LDC.
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3.3. Documentary requirements

3.3.1. The provision in the Nairobi Decision

3.1. With a view to reducing the administrative burden related to documentary and procedural
requirements related to origin, Preference-granting Members shall:

(a) As a general principle, refrain from requiring a certificate of non-manipulation for products
originating in a LDC but shipped across other countries unless there are concerns regarding
transhipment, manipulation, or fraudulent documentation;

(b) Consider other measures to further streamline Customs procedures, such as minimizing
documentation requirements for small consignments or allowing for self-certification.

3.3.2. Understanding documentary requirements

Documentary evidence related to origin must be presented to the Customs authority of the
importing country upon request.

Chapter 2 of Annex K to the Revised Kyoto Convention provides recommended practices
regarding the use of documentary evidence of origin. Customs is encouraged to refrain from
requiring unnecessary documents.

The Revised Kyoto Convention, Specific Annex K, Chapter 2
Requirement of documentary evidence of origin

2. Recommended Practice
Documentary evidence of origin should be required only when it is necessary for the
application of preferential Customs duties, of economic or trade measures adopted
unilaterally or under bilateral or multilateral agreements or of measures adopted for reasons
of health or public order.

5. Recommended Practice
Documentary evidence from the competent authorities of the country of origin should be
required only in cases where the Customs of the country of importation have reason to
suspect fraud.

Documentary requirements for consignment criteria

In many preferential schemes, consignment criteria are used to ensure that the goods arriving in
the country of importation are identical to those that left the country of exportation. The direct
transport rule is an administrative requirement designed to prevent circumvention and abusive
manipulation of originating goods during transportation. Almost all rules allow transportation
through the territories of other countries, with conditions prohibiting operations during transit and
warehousing, other than unloading, reloading or any operation designed to preserve the
consignment in good condition, and with a requirement stipulating that the goods be under
Customs control during transit.
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The type of documentary evidence proving that the consignment criteria are satisfied could take
the form of transport documents covering the entire transport, such as a through bill of lading, or
a declaration/certificate of non-manipulation from transit countries.

In particular, the Nairobi Decision encourages the preference-granting Members to refrain from
requiring a certificate of non-manipulation for products originating in an LDC unless there are
concerns regarding the transhipment. Additionally, many transit countries do not issue such
certificates for transhipped products. Given this, discussions may be required between
preference-receiving and preference-granting Members about the need and requirement for
such documentation.

Preferential tariff treatment is in principle accorded to originating goods
which satisfy consignment criteria:

* Direct transport
* Trans-shipment through third countries without losing the originating status

Bill

(Direct transport)  ©f
lading

e — _ Preference-
granting country

\\ 4
. il Conificate
%\g\‘ / of non

A Third coun try Through manipulation
bill of
lading

(Transit, temporary storage, etc.)

Documentary requirements for certification of origin

All preferential origin legislation contains provisions on how the origin of a product can be
proven and certified. There are different approaches legislation may take in regard to the
certification of preferential origin.

A certificate of origin issued by the competent authority of the exporting country has traditionally
been the most commonly utilized type of proof of origin. Government authorities or delegated
bodies issue the certificate of origin in a prescribed form.

The Decision encourages the preference-granting Members to introduce self-certification, which
does not involve an issuing authority for proof of origin. Self-certification leads to facilitation of
LDC exports and reduced costs through the streamlining and simplification of Customs
procedures.

In order to certify the origin of the goods, particular care must be taken if, after import into the
LDC, the inputs are further processed in the LDC before being supplied to the manufacturer of
the export goods. It is important that clear records of the non-originating inputs be held by the
manufacturer to prove that the goods are originating.
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The WCO has elaborated non-binding Guidelines on Certification of Origin®. These provide
useful guidance for Customs in designing, developing and achieving robust management of
origin-related procedures, and give a detailed explanation of each certification system. The
WCO Guidelines also foster the use of self-certification of origin:

“Self-certification of origin” means a type of certification of origin which utilizes a declaration
of origin or a self-issued certificate of origin as a means to declare or affirm the originating
status of goods. [...] Considering the increasing volume of preferential trade and
recognizing the need for the facilitation of origin-related procedures, self-certification of
origin by a producer, manufacturer, exporter and/or importer should be utilized to the
maximum extent possible while recognizing the specificities of domestic business
environment.

Types of preferential origin certification systems

1. Authority issued certification, Government authorities or delegated bodies
incl. e-certificates issue the certificate of origin in a prescribed
form
™ 2. Approved Exporter system Exporters with prior approval may make

origin declaration on commercial documents

3. Fully exporter-based certification ~ Any exporters can sigh and issue a certificate
of origin of a prescribed form

4. Importer-based certification Importers certify the origin of goods
-

Self-certification = issuing authorities not involved in every single issuance of proof of origin

Exemptions for small consignments

Most rules of origin include exemptions from providing a proof of origin in specific cases when
the submission of such a proof is deemed to create a disproportionate burden. Exemptions are
often provided for imports — whether private or commercial — which are less than a certain
amount, for products sent from private persons to private persons, or for goods forming part of
travellers’ personal luggage under a certain amount. Goods imported by means of such
consignments are admitted as originating goods, without requiring the submission of a proof of
origin when there is no doubt as to the originating status of the goods.

9The WCO Guidelines on Certification of Origin can be found at: http://www.wcoomd.org/en/topics/origin/instrument-
and-tools.aspx.
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It should be noted that small consignments are exempted only from the submission of a proof of
origin for the claim for a preferential treatment according to the preference schemes. The
consignments should satisfy the origin criteria and other origin provisions in the applicable
scheme.

3.4. Implementation, flexibilities and transparency

3.4.1. The provision in the Nairobi Decision

4.1. Developing country Members declaring themselves in a position to do so should, with
appropriate flexibility, undertake the commitments set out in the above provisions.

4.2. No later than 31 December 2016 each developed Preference-granting Member, and each
developing Preference-granting Member undertaking the commitments in accordance with
paragraph 4.1 up to that date or thereafter, shall inform the Committee on Rules of Origin
(CRO) of the measures being taken to implement the above provisions.

4.3. Preferential rules of origin shall be notified as per the established procedures.? In this
regard, Members reaffirm their commitment to annually provide import data to the Secretariat
as referred to Annex 1 of the PTA Transparency Mechanism, on the basis of which the
Secretariat can calculate utilization rates, in accordance with modalities to be agreed upon by
the CRO. Furthermore, the CRO shall develop a template for the notification of preferential
rules of origin, to enhance transparency and promote a better understanding of the rules of
origin applicable to imports from LDCs.

4.4. The CRO shall annually review the implementation of this Decision in accordance with the
Transparency provisions contained in the Ministerial Decision on Preferential Rules of Origin
for Least Developed Countries adopted at the Bali Ministerial Conference.

°These notifications are made pursuant to the Transparency Mechanism for Preferential Trade Agreements (PTAs).
It is also noted that the Agreement on Rules of Origin stipulates that Members provide to their preferential rules of
origin to the Secretariat.

3.4.2. Way forward for the implementation of the Decision

Although the Nairobi Decision might not automatically trigger reforms in preferential rules of
origin under the non-reciprocal preference schemes, the WTO process can keep pressure on
preference-granting Members and generate momentum for reform.

The WTO is informed by Members of the latest developments in implementing the Decision.
Members also provide import data from which the WTO can calculate utilization rates.
Furthermore, the WTO has developed a new template'" for the notification of preferential rules
of origin to enhance transparency and promote a better understanding of the rules of origin

0See WTO documents G/RO/W/161 and G/RO/W/168 on utilization rates.

""WTO document G/RO/W/160/Rev.3 contains a template for notification for LDCs. All notifications related to
preferential rules of origin for LDCs can be found on the WTO database and start with document code
“G/RO/LDC/N/".
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applicable to imports from LDCs. All information circulated by Members can be found on the
WTO online document database'?. LDCs are encouraged to examine each preferential origin
scheme and comply with it to receive preferential tariff treatment from preference-granting
Members.

In addition to this, as in the past, WTO Members are required to promptly notify their preferential
rules of origin to the WTO. For rules which apply under non-reciprocal trade preferences, the
obligation is reiterated and set out in detail in the Transparency Mechanism for Preferential
Trade Arrangements'. Notifications can be retrieved from the WTO Database on Preferential
Trade Arrangements™, which contains information on the preferential trade arrangements
(PTAs) that are being implemented by WTO Members. The WTO will regularly take stock of
implementation and uphold a high degree of transparency in the rules and procedures for the
LDCs.

The preference-granting Members are encouraged to follow the elements contained in the
Decision when developing or reviewing their individual rules of origin arrangements in response
to an LDC request.

12V TO Documents Online” can be found at: https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S005.aspx.
13See WTO document WT/L/806 on the Transparency Mechanism for Preferential Trade Arrangements.
14The WTO PTA database can be found at: http://ptadb.wto.org/.
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4. Practical Case Studies

4.1. Ad valorem criteria

Where the numerator and denominator of the calculation formula differ in different preference-
granting countries, it is necessary to check for each market whether or not the final products can
be considered as originating goods under the stipulated calculation method.

Ad valorem case study: Different numerator and denominator

Bath salts of subheading 3307.30, produced in an LDC of South Asia, are exported to
preference-granting countries, each utilizing a different LDC scheme and different rules.

Country 1 has a product-specific rule for bath salts, which allows the use of non-originating
materials up to 70% of the ex-works price of the product.

Country 2 allows the use of non-originating materials up to 60% of the FOB price of the
product.

It is assumed that there are no alternative rules which can be used to confer originating status
for the bath salts.

The product is bath salts of subheading 3307.30, manufactured from the following materials:
e Sodium chloride salts: 25.01(value €3.00), originating as extracted in the LDC
e Essential oils: 33.01(value €5.10), non-originating material
e Colouring matters: 32.03 (value €1.10), non-originating material
o Plastic bottle: 39.24 (value €1.30), non-originating material
o Ex-works price of the bath salts: €12 per bottle
e FOB price of the bath salts: €13 per bottle

e Value added in the LDC: labour cost and manufacturer’s profit margin, etc. (value €1.50)

Are the goods originating?

Country 1

The value of the non-originating materials incorporated in the bath salts (essential oils, colouring
matters and plastic bottle, with a value of €7.50) represents 63% of the ex-works price.
Therefore, non-originating content does not exceed 70% of the ex-works price of the final good
and the bath salts qualify as originating products into country 1.

Country 2

The value of the non-originating materials incorporated in the bath salts (essential oils, colouring
matters and plastic bottle, with a value of €7.50) represents 57% of the FOB price. Therefore,
non-originating content does not exceed 60% of the FOB price of the final good and the bath
salts qualify as originating products into country 2 as well.
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In this case, the threshold values allowed for the use of non-originating materials are different in
the different schemes, but the prices used as the denominator are also different. The end result
is therefore that, in both schemes, the final products qualify as originating, even with different
calculation methods.

PSR for bath salts of 3307.30 :
1. use of non-originating materials up to 70% of the ex-works price
2. use of non-originating materials up to 60% of the FOB price

LDC

Essential oils: 33.01 [ =

(value €5.10) ~ )

Bath salts: 3307.30
Colouring matters: (E¥'W0fk5 price €12-00) For export
32.03 (value €1.10) ! '
Sodium chloride salts: m ﬂ
T / 25.01(value €3.00) (FOB price €13.00)
: Value added in country
1. Value of non-originating materials (7.50) 2. Value of non-originating materials (7.50)
- 100= 63% - X 100=57%
Ex-works price (12.00) FOB price (13.00)
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4.2. Consignment criteria

Consignment criteria case study: Proving non-manipulation when transiting through third
countries which do not issue certificates/declarations of non-manipulation

¢ An originating good produced in an LDC is exported to a preference-granting country via
a third country.

e The importer could not obtain the transport documents covering the entire transport,
such as a through bill of lading or a certificate of non-manipulation issued in the transit
country, confirming that the good was loaded into another container and transhipped to
the country of import.

o However, the operator's documents confirm that the goods were loaded into the new
container within a bonded area, i.e. under Customs control. Also, the name of the
operator was mentioned in the first bill of lading covering the transport from the LDC to
the transit country.

o Customs legislation in the transit country does not provide for the issuance of non-
manipulation certificates.

In cases where there is no competent authority in a transit country and the importer has difficulty
in obtaining a certificate of non-manipulation, the question is whether the Customs authority of
the importing country can accept alternative evidence. For example, could it admit, as evidence
to satisfy the consignment criteria, documents submitted by the importer certifying that the
goods are identical to the goods exported?

In this case study, there is no single answer, as this will depend on the rules under which the
Customs authority of the importing country operates.

However, the Customs authority of the importing country is encouraged to handle the issue
depending on individual circumstances. It is recommended that Customs provide appropriate
guidance to importers, including advance rulings where requested, detailing which documents
should be prepared for proving non-manipulation in this specific situation.

In practice, many countries do not issue a certificate of non-manipulation for goods in transit.
Therefore, when there are doubts regarding the transhipment, the Customs authority in the
importing country may initiate a verification process under national legislation. Where Customs
in the importing country has concluded a mutual administrative agreement with the transit
country, Customs cooperation may be conducted to verify whether or not the goods have been
manipulated. Such information is provided in the context of detecting and preventing Customs
fraud.
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4.3. Certification and verification

Certification and verification case study: Obligations on LDC administrations to verify origin

e An originating product produced in an LDC is exported to a preference-granting country.

e The Customs authority of the importing country has doubts concerning the origin of the
goods and decides to conduct a verification.

e The importing country has introduced an importer- and exporter-based self-certification
system.

As no competent authorities in the exporting country are involved in the issuance of certificates
or in approval/registration of the exporter, Customs in the importing country requests information
directly from the certifier of the goods, i.e. the importer and/or exporter. If Customs does not
receive any response from the certifier, the preference will be denied in accordance with the
laws and regulations in the importing country.

Verification methods are closely related to the certification systems in the preferential scheme.
In cases where the authorities in the exporting country are involved in the issuance of proofs of
origin, the LDC administrations are obliged to conduct verification of the origin of the exported
goods. In addition to this, if the competent authority in the exporting country is Customs,
Customs cooperation may be used to ensure the accuracy of the origin of the goods.

Verification methods

1. Admin. Coop. Competent authority
in the exporting

Customs in the
importing country
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5. WCO Sources of Information on Origin

The WCO has created a number of instruments and tools related to rules of origin. All the origin
information published by the WCO in its tools and instruments has been compiled in the WCO
Origin Compendium. This facilitates immediate access on such topics, both for national
governments and the business community. There are also other WCO tools that provide further
guidance on the assessment of sufficient or substantial transformation, cumulation and
documentary requirements, etc.

The following reference documents are available on the WCO website:

Rules of Origin - Handbook

Comparative Study on Preferential Rules of Origin

Comparative Study on Certification of Origin

World Trends in Preferential Origin Certification and Verification

Origin Irregularity Typology Study

Technical Guidelines on Advance Rulings for Classification, Origin and Valuation

Study on the use of “Change of Tariff Classification-based rules” in Preferential Rules of
Origin

Guide for Technical Update of Preferential Rules of Origin

The following reference documents are available on the WCO Members’ website:

Guidelines on Preferential Origin Verification
E-learning
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Annex |

United Nations

Committee for Development Policy
Development Policy and Analysis Division
Department of Economic and Social Affairs

List of Least Developed Countries (as of June 2017)*, **

Afghanistan (1971) Malawi (1971)

Angola' (1994) Mali (1971)
Bangladesh (1975) Mauritania (1986)
Benin (1971) Mozambique (1988)
Bhutan (1971) Myanmar (1987)
Burkina Faso (1971) Nepal (1971)

Burundi (1971) Niger (1971)
Cambodia (1991) Rwanda (1971)
Central African Republic (1975) Sao Tome and Principe (1982)
Chad (1971) Senegal (2000)
Comoros (1977) Sierra Leone (1982)
Democratic Republic of the Congo (1991) Solomon Islands (1991)
Dijibouti (1982) Somalia (1971)

Eritrea (1994) South Sudan (2012)
Ethiopia (1971) Sudan (1971)

Gambia (1975) Timor-Leste (2003)
Guinea (1971) Togo (1982)
Guinea-Bissau (1981) Tuvalu (1986)

Haiti (1971) Uganda (1971)

Kiribati (1986) United Republic of Tanzania (1971)
Lao People's Democratic Republic (1971) Vanuatu? (1985)
Lesotho (1971) Yemen (1971)

Liberia (1990) Zambia (1991)
Madagascar (1991)

* The list will be updated when new decisions become available.

** Year of inclusion on the list in brackets.

'General Assembly resolution A/RES/70/253 adopted on 12 February 2016, decided that Angola will graduate five years after the adop-
tion of the resolution, i.e. on 12 February 2021.

2General Assembly resolution A/RES/68/18 adopted on 4 December 2013, decided that Vanuatu will graduate four years after the
adoption of the resolution on 4 December 2017. General Assembly resolution A/RES/70/78 adopted on § December 2015, decided to
extend the preparatory period before graduation for Vanuatu by three years, until 4 December 2020, due to the unique disruption
caused to the economic and social progress of Vanuatu by Cyclone Pam.
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Annex |l

Current Application of the Nairobi Decision

in Preference-Granting Countries
(October 2017)

Annex Il contains comparison tables provided by UNCTAD, which examine and compile relevant
information from the notification of rules of origin to the WTO. The WCO is not responsible for
the completeness, accuracy or suitability of the tables or the information therein. Any questions
on the information should be addressed to UNCTAD and/or the preference-granting Members.

1. WTO Members using ad valorem percentage

Country Methodology Numerator Denominator Percentage Distance from
level the LDC
proposal level
Australia Value added by | Allowable factory | Ex-factory cost 50% 25% + issue of
addition cost freight and
insurance
Canada Maximum value | Value of non- Ex-factory price | Maximum Comply but
of non- originating 60% for LDCs, | 15% + issue of
originating materials (NOM) 80% with freight and
materials (NOM) cumulation insurance
China Calculation of FOB price minus FOB price Minimum 15% + issue of
subtraction by value of NOM 40% freight and
NOM insurance
Eurasian Maximum value | Value of NOM Ex-works price Maximum 25% + issue of
Customs of NOM 50% freight and
Union (CU) insurance
European Maximum value | Value of NOM Ex-works price Maximum 5% + issue of
Union (EBA: | of NOM 70% freight and
Everything insurance
But Arms)
India Calculation of FOB price minus FOB price Minimum 5% + issue of
subtraction by value of NOM 30% freight and
NOM insurance
Japan Maximum value | Value of NOM FOB price Maximum 35% + issue of
of NOM 40% freight and
insurance
New Zealand | Value added by | Cost of materials + | Ex-factory cost 50% 25% + issue of
addition expenditure in freight and
other items of insurance

factory or work
cost in NZ or LDCs
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Country Methodology Numerator Denominator Percentage Distance from
level the LDC
proposal level
Norway Maximum value | Value of NOM Ex-works price Maximum 5% + issue of
of NOM 70% freight and
insurance
South Korea | Maximum value | Value of NOM FOB price Maximum 15% + issue of
of NOM 60% freight and
insurance
Switzerland Maximum value | Value of NOM Ex-works price 70% 5% + issue of
of NOM freight and
insurance
Thailand Calculation by FOB price minus FOB price 50% 25% + issue of
subtraction of value of NOM freight and
NOM insurance
TPKM* Value added by | Production FOB price 50% 25% + issue of
addition process freight and
insurance
United States | Value added by | Cost of materials Appraised value | Minimum 10% + issue of
(GSP) addition: direct | produced in of the article at | 35% freight and
costs of preference- the time of insurance and
processing + receiving country | entry into the methodology of
value of plus the direct us calculation
originating cost of processing
material carried out there
United States | Same as above, | Same as above Same as above Minimum 10% + issue of
(AGOA: with the 35% freight and
African exclusion of insurance and
Growth and | textiles and methodology of
Opportunity | clothing calculation
Act)

*The Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu (TPKM)
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2. WTO Members using CTC requirements

Country/group of countries

Using CTC requirements

Comments

China

Yes, as alternative rules to
percentage criterion

¢ Simple CTH is the criterion
e No exceptions

European Union (EBA)

Yes, for some products

¢ Simple CTH and CTSH are used for some
products but, for a large number of products,
there are various kinds of exception, such as
CTH with single or multiple exceptions.

e CTH with HS headings exceptions

e CTC with HS chapter exceptions

e CTC or percentage criterion

India Yes, CTC used in addition to | eSimple CTH is the criterion
percentage criterion *No exceptions
(30% value addition using
the subtraction method)
Japan Yes, for some products ¢CTH is main criterion
elist rules:
- CTH with single or multiple exceptions
- CTC with single or multiple HS chapter
exclusions
- CTC and percentage criterion
Norway As in the case of the EU
Switzerland As in the case of the EU

Australia/Canada/New
Zealand/South Korea/United
States (GSP and AGOA)

No

In FTAs, CTC is used extensively as the main
origin criterion for product-specific rules of
origin

Eurasian CU/Thailand/TPKM

No

Not applicable
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3. WTO Members introducing tolerance allowance

Country/group of Application of tolerance allowance
countries

Canada Not applicable

China No reference

European Union Yes

(EBA) e 15% of the weight of the product for products falling within chapters 2 and 4 to
24 of the Harmonized System, other than processed fishery products of chapter 16;
e 15% of the ex-works price of the product for other products, except for products
falling within chapters 50 to 63 of the Harmonized System, for which the tolerances
mentioned in Notes 6 and 7 of Part | of Annex 13a shall apply.

India No reference

Japan Yes
Non-originating materials used in the production of a good classified under
chapters 50 through 63 of the Harmonized System that do not satisfy an applicable
rule for the good shall be disregarded, provided that the totality of such non-
originating materials does not exceed 10% in weight of the good.

Norway As in the case of the EU

Switzerland As in the case of the EU

Australia/Eurasian CU/
New Zealand/South
Korea/Thailand/TPKM

Not applicable

United States (GSP)

Not applicable

United States (AGOA)

Not applicable
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4. WTO Members using specific manufacturing processing operations

Country/group of Use of specific Sectors where RoO on Compliance with ND/additional
countries working or processing | working and processing comments
operations apply
Canada Yes Textile and clothing Cumulation with all beneficiaries
makes de facto basis single stage
possible
European Union Yes Textile and clothing, some | Single stage in textile and
(EBA) chemical and metals clothing HS chapters 61-62
Japan Yes Textile and clothing Single stage in textile and
clothing HS chapters 61-62
Norway Yes Textile and clothing, some | Single stage in textile and
chemical and metals clothing HS chapters 61-62
Switzerland Yes Textile and clothing, some | Single stage in textile and
chemical and metals clothing HS chapters 61-62
United States Yes Apparel Single stage in clothing under the

(AGOA)

"Special Rule for Apparel"
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5. WTO Members’ compliance with the cumulation provisions of the Decision

Country/ Respect- | Other GSP Developing | Document- Additional Other
group of ive pref. | LDCs | benefi- | countries of ation requirements conditions
countries granting ciaries a regional information
Member of the group to
respec- which the
tive LDC is a
scheme party
Australia Yes Yes Yes No
Canada Yes Yes Yes No Not Not applicable
specified
China Yes No Yes Yes
European Yes No No Yes Certificate Coordinating a) Regional groups
Union needed to body of regional | must make
(EBA) indicate use | grouping application and
of regional undertakes to possess central
cumulation comply with organization capable
rules. At present | of ensuring
SAARC, administrative
ASEAN, cooperation
ANDEAN and b) Graduation issue
CACM. c¢) Cumulation with
Norway, Switzerland
and Turkey
India Yes No No No
Japan Yes No No Yes Not Only 5 ASEAN Regional groups
specified countries can must make an
cumulate, no application
ASEAN LDCs.
Norway Yes Yes No Yes
New Zealand | Yes Yes No No
Russia Yes Yes Yes No
South Korea | Yes No No No
Switzerland Yes No No Yes
Thailand No No No No
TPKM Yes No No No
United States | Yes No No Yes Not Not applicable
(AGOA) specified
United States | No No No Yes Not At present, Regional cumulation
(GSP) specified ASEAN, granted to free trade
CARICOM, areas and Customs
SADC and unions
WAEMU are
granted regional
cumulation.
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6. WTO Members providing cumulation

Country/group
of countries

Kind of cumulation

Full or diagonal

Donor country
content

Comments/additional
requirements

Australia All beneficiaries Full 25% from LDC, Forum
Island and PNG + 25 from
other beneficiaries

Canada All beneficiaries Full Yes

China Regional cumulation ASEAN and ECOWAS

Eurasian CU All beneficiaries Full None

European Union | Regional cumulation Partial/Diagonal | Yes

(EBA)

India Bilateral cumulation None

Japan Regional cumulation Full

New Zealand All LDCs Full

Norway Regional cumulation Diagonal In addition, cumulation
among LDCs and
Switzerland

South Korea Bilateral cumulation None

Switzerland Regional cumulation Diagonal Cumulation with Norway,
Turkey and EU

Thailand No cumulation No cumulation None

TPKM Bilateral cumulation None

United States All sub-Saharan Full Yes Not applicable

(AGOA) beneficiaries and 15%

US content
United States Regional cumulation Full No

(GSP)
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7. WTO Members refraining from requiring a certificate of non-manipulation

Country/ Administrative requirements Other Compliance
group of requirements
countries
Australia There are no direct shipment requirements for LDC Yes
preferences
Canada e The goods must be shipped directly on a TBL to a | Special rules exist | No, evidence
consignee in Canada from the beneficiary or LDC in | for Haiti and is required
which the goods were certified; China
e Evidence in the form of a TBL (or a copy) showing that
the goods have been shipped directly to a consignee in
Canada must be presented to the CBSA upon request.
China o As regards imported goods transiting a third country No, evidence
(region), relevant documents that, according to the is required
Customs of China, are necessary to certify that the
goods remain under Customs control.
Eurasian CU | e Goods must be directly purchased by the importer; No, direct
e Goods must be delivered directly; purchase is a
e Not clear if documentary evidence of direct delivery is uniql‘Je
required. requirement
European No proof of manipulation required In event of Yes, most
Union (EBA) doubt, EC liberal since
Customs reform of EBA
authorities may RoO in 2011
request evidence
India e Requirement of direct shipment No, evidence
e The following shall be presented to the Customs is required
authority of India at the time of importation:
a) a through bill of lading issued in the exporting
country;
b) a certificate of origin issued by the issuing authority
of the exporting beneficiary country;
c) acopy of the original commercial invoice in respect of
the product; and
d) supporting documents as evidence of compliance
with other requirements of rule 7 (direct shipment).
Japan e A through bill of lading; No, evidence
o A certification by the Customs authorities or other is required
government authorities of the transit countries; or
e Any other substantiating document deemed sufficient.
New Not required at point of import. Any normal Yes
Zealand transaction/commercial documents on request.
Norway Customs may require documentary evidence (needs to be

further clarified)
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Country/
group of
countries

Administrative requirements

Other
requirements

Compliance

South Korea

Not specified in available legislation

Switzerland

Customs may require documentary evidence

Thailand

e An air wayhbill, a through air wayhbill, a bill of lading, a
through bill of lading, or a multimodal or combined
transportation document, that certifies the transport
from the exporting DFQF beneficiary country to the
Kingdom of Thailand, as the case may be. If there is no
through air waybill or through bill of lading, supporting
documents are required which have been issued by the
Customs authority or other competent entity of
(an)other DFQF beneficiary country/countries or non-
beneficiary country/countries that authorized this
operation, according to the respective domestic
legislation;

e An original certificate of origin (Form DFQF) issued by
the issuing authorities of the exporting DFQF
beneficiary country; and

e A commercial invoice in respect of the goods.

No, evidence
is required

TPKM

Unclear in the notified text

United
States
(AGOA)

e Remained under Customs control in the country of
transit;

e The US Port Director is satisfied that the importation
results from the original commercial transaction; and

e Was not subjected to operations other than loading and
unloading.

Unless shipping
documents show
US as final
destination

No, evidence
is required

United
States (GSP)

Same as above

Same as above

Same as
above
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8. WTO Members minimizing documentation requirements
for small consignments

Country/group of countries Yes/No Comments
Australia Yes Certificate of origin not required
Canada Yes Exemption from proof of origin
China No N/A
Eurasian CU Yes Up to 5,000 USD, no certificate of origin required
European Union (EBA) Yes Up to 6,000 euros, exporter declaration
India No N/A
Japan Yes Up to 200,000 JPY, no CO required
New Zealand Yes Certificate of origin not required
Norway Similar to EU
South Korea No N/A
Switzerland Similar to EU
Thailand No N/A
TPKM No N/A
United States (AGOA) Yes Certificate of origin not required
United States (GSP) Yes Certificate of origin not required
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9. WTO Members providing for self-certification of origin

Country/group of Administrative requirements Compliance
countries
Australia Yes Yes
Canada o Self-certification allowed with specification of the rules | Yes
of origin criteria used
China e No provision for self-certification No
e No small consignment provision
Eurasian CU e No, only for shipments less than 5,000 USD No

European Union
(EBA)

e Form A required

o Self-certification allowed for shipments up to 6,000
euros

o Self-certification allowed in FTAs

In process of compliance,
introduction of a new
system in 2017

India e No provision for self-certification No
o No small consignment provision

Japan e Form A required Partially
e No documentary evidence for a number of products
o Self-declaration up to 200,000 JPY (estimate 1,600 USD)

New Zealand Yes Yes

Norway

e Form A required

o Self-certification allowed for shipments up to 6,000
euros

o Self-certification allowed in FTAs

In process of compliance,
introduction of a new
systemin 2017

South Korea Information not available Unclear
Switzerland e Form A required Yes

o Self-certification allowed for shipments up to 6,000

euros

o Self-certification allowed in FTAs
Thailand e No provision for self-certification No
TPKM e No provision for self-certification No
United States e Not applicable since the declaration is made by the Not applicable
(AGOA) importer

United States (GSP)

Same as above

Same as above
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