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I. Overall Architecture

1. The Chairman of the Committee on Rules of Origin (CRO) informed Members that his intention was to foster a substantive discussion about the Rules in Appendix 2 of the Consolidated Text with a view to finalizing the language of that Appendix as soon as possible. To that end, the Chairman had made the following proposal for Appendix 2:

APPENDIX 2 - Product Specific Rules of Origin
Residual Rules

(d) The country of origin of a good is the country where a residual rule at the chapter level is satisfied; 

(e) When a good is produced by further processing of a material which is classified in the same subdivision
 as the good, the country of origin of the good shall be the single country in which the material originated;
(f) When a good is produced by further processing a material that does not satisfy the primary rule for the good, the country of origin of the good shall be the single country in which the material originated. For the purposes of this rule, account shall be taken of both originating and non-originating material;
(g) The country of origin of a good shall be the country of origin of material or materials incorporated in the good by further processing, provided the origin of material or materials is a single country;
(h) When a good is produced from materials of more than one country, whether originating or non-originating, the country of origin of the good shall be the country in which the major portion of those materials originated, as determined by the criterion specified in the Chapter where the good is classified;
(i) where the criterion specified for the application of Rule 1(h) is weight or volume, and the application of neither of these criteria can determine the country of origin, the criterion of value shall be used; where the criterion specified for the application of Rule 1(h) is value and the application of this criterion cannot determine the country of origin, the criterion of weight or volume, as appropriate, shall be used.
2. The Chairman also recalled that one delegation had submitted alternative language for Rules 1 and 2 of Appendix 2 (RD/RO/2). The Secretariat, at the Chairman's request, made a brief presentation about how Rule 1 in Appendix 2 would work, using examples.
3. The representative of the EU expressed doubts about the overall direction Members had taken with respect to Rules 1 and 2 of Appendix 2. The EU's preference would have been to combine clear primary rules (including Chapter residual rules), covering most cases, with a major portion rule, covering residual cases. In between, Rules 1(e) could be maintained, as it allowed for a quick determination of origin. Instead, the current multiplication of residual rules had resulted in a complex and impracticable framework for customs officers. In addition, the representative of the EU questioned the relevance of referring to both originating and non-originating materials in Residual Rules. She proposed to maintain the principle that only non-originating materials should be considered in a residual environment, except for the major portion rule (for which both originating and non-originating materials were relevant). Finally, the representative of the EU said they could agree with the language proposed by the Chairman for Rule 1(i) or with the language contained in the room document.

4. The representative of Chinese Taipei supported the EU's statement that the Rules should be as simple as possible to implement. On Rule 1(i), he reaffirmed that the intention of his delegation was simply to make the Rule more readable and that they were flexible about other drafting options.

5. The representative of the United States stated that Rule 1(f) was an important rule because it provided a clear determination of origin in the case where materials did not satisfy the primary rule for the good. Moreover, Rule 1(f) should apply to all materials that do not satisfy the primary rule for the good, both originating and non-originating. Hence, the second sentence should be kept to make a clear determination of origin under all circumstances where further processing takes place. Finally, the representative of the US stated Rule 1(f) should appear as the first Residual Rule to take precedence over other residual rules in order to ensure the outcomes that primary rules contemplate.

6. The representative of the US further clarified that the Chair's proposal for Rule 1(h) usefully clarified that Rule. He also added that the Chair's proposal for Rule 1(i) could be accepted as long as the value criterion was not part of that Rule. He proposed replacing the term “value” with the term “essential character” in the first part of the sentence.

7. The representative of China affirmed his preference to delete Rule 1(f). According to the representative, this Rule could lead to unreasonable origin outcomes, conferring origin, for instance, to countries that might be responsible for only a small percentage of the value of a product. 

8. The representative of Egypt agreed that the last sentence of Rule 1(f) was problematic. The representative also questioned the need to refer to originating materials in Rules 1(f) and 1(h) and mentioned that his delegation would welcome additional illustrations of cases in which Rules 1(g) and 1(h) would be useful.

9. The representative of Japan mentioned that Japan preferred the original order of the Residual Rules, but could show flexibility. On Rule 1(f), the representative was still not convinced about the cases in which the Rule would prove useful.
10. In conclusion, the Chairman proposed to revise his proposal and to revert back to these Rules at the next meeting of the CRO.

II. Technical Issues raised previously by Members at informal consultations

A. CHAPTERS 28-32 Residual Rules

11. The Chairman recalled that the issue pending with respect to the Residual Rules for Chapters 28-32 was that these Rules had been deemed to be similar to the "criterion to apply Appendix 2, Rule 1(h)".  Some delegations had expressed a preference for Rule 1 (h) and others for the value criterion.
12. In response, the representative of the EU stated that the issue actually concerned the results of applying Residual Rules. According to the representative, a major portion rule would yield the most reasonable result, irrespective of the fact of whether that rule should be based on value, weight or volume. As a result, the EU concluded that the Chapter residual rule would not be needed.

13. The representative of the US stated that the Residual Rules of Chapters 28-32 were necessary and useful. In fact, even if they were while similar to General Rule 1(g), they were more narrow in scope because they were limited to “mixing or otherwise combining” and further indicated that solvents and, as in the case of chapters 28-30, other additives permitted in HS Chapter note 1 (or non-active additives as in Chapter 30), should be disregarded. 
B. Machinery

14. The Chairman recalled that at a previous meeting, China had proposed the "value added criterion" instead of the "5 parts rule" for the Chapters on Machinery. 
15. The representative of China reminded the Committee that China's intention had simply been to foster a discussion on this topic. The representative further stated that the value added criterion was only one of the several elements contained in the proposal and that the Committee did not need to focus all its attention on that element alone.

III. Proposal by El Salvador for a Workshop on Rules of Origin and Labelling requirements (RD/RO/3)

16. The Chairman recalled that the delegation of El Salvador had proposed to hold a technical workshop on "Non-Preferential Rules of Origin and Labelling Requirements" (document RD/RO/3).

17. In presenting its proposal, the representative of El Salvador mentioned that El Salvador's intention was to explore, in an educational exercise, the relationship between harmonized non-preferential rules of origin and labelling requirements and origin marking. Labelling and origin marking required the determination of origin and could thus have a relationship with the harmonized rules of origin being discussed in the Committee. Origin determination had indeed been raised with respect to obligations under the WTO Agreement on Technical Barriers to Trade (TBT), the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) and the on-going NAMA negotiations. The purpose of the workshop would be precisely to explore whether a relationship existed, to shed light on the nature of that relationship and to promote an exchange of experiences by Members.
18. The representative of Honduras and of the Dominican Republic supported the Salvadorean proposal. The representative of the Dominican Republic also suggested broadening the topics to be covered to include all types of origin marking.
19. The representative of Canada questioned the utility of the workshop. It also stated that the Salvadorean proposal presumed linkages that currently did not exist in so far as the General Council had not provided any guidance on the scope of application of harmonized rules of origin.

20. The representative of Japan agreed that the General Council had not yet provided any guidance with respect to the implication of harmonized rules of origin for the application of other trade measures, such as labelling. Nevertheless, the representative of Japan thought that the workshop was useful as it would enhance the understanding of all delegations on these topics.

21. The representative of Australia thought that the organization of a workshop would divert the attention of the Committee away from other matters. He proposed that some of the topics covered in the proposal be raised in the course of regular Committee meetings instead. Alternatively, the Australian delegate suggested that the delegation of El Salvador could revise its proposal to focus on a narrower range of issues. This latter suggestion was also shared by the delegations of Brazil and the US.
IV. Transposition exercise

22. The Chairman reminded the CRO that a technical workshop on the HS2002-2007 transposition exercise would take place. He proposed, as a result, to focus discussions during the informal CRO meeting on more procedural aspects related to the transposition work.
23. He informed Members that the transposition of the draft harmonized rules of origin to the HS 2002 and 2007 had been completed, at least their first draft. He reminded Members that comments on the results of this exercise could be sent to the Secretariat at any time. In addition, he also informed Members that the TCRO would meet in January 2013 to discuss a number of more complex rules with a view to recommending simplifications to the CRO.

24. In light of these developments, the Chairman stated that the WTO Secretariat should revise the results of the HS 2002 and 2007 transposition work in light of comments received recently from delegations; compile recommendations received from Members and the TCRO for a simplification of transposed rules for a discussion by the CRO at a later stage; and continue with its work towards the transposition of the rules into the HS 2012.

25. In response, the representative of China agreed that discussions about possible simplification of transposed rules of origin should occur at a later stage, once the mechanical work is complete. He stated that it was important to proceed in stages to ensure all delegations remained informed and could understand the process. The representative of the EU agreed that discussions about possible simplification of the rules would be required at a later stage. For that purpose, she stated that Members should wait until the results of the HS2012 transposition work are ready to consult their industry representatives.
V. Amendments to the harmonized rules of origin (RD/RO/4)

26. The Chairman recalled that, at the last CRO meeting, Members had requested the Secretariat to prepare a background note on approaches to conduct future amendments to the harmonized non-preferential rules of origin. The Secretariat had accordingly prepared document RD/RO/4. 

27. Following a short presentation of the document by the Secretariat, the representative of Japan stated that the topic was interesting and should be discussed as early as possible. The representatives of Australia, the EU and Canada were of the view that procedures to amend harmonized rules should be discussed at a later stage to avoid diverting resources from the Committee's current work. The representative of China agreed, noting, in addition, that Members should be cautious about the need to amend the rules because that could lead to reopening some delicate balances.

� The term "subdivision" relates to the lowest level of classification of the good, i.e. heading, subheading, split heading or split subheading, at which a primary rule is specified in this Appendix.
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