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Committee on Rules of Origin

CONVENING NOTICE

SUBJECT: COMMITTEE ON RULES OF ORIGIN

Meeting on 21-22 November 2024

The next meeting of the Committee on Rules of Origin will be held on Thursday and Friday,
21-22 November 2024 starting at 10AM.

The meeting will take place in person at the Centre William Rappard (WTO building) and via
Interprefy.

This formal meeting of the Committee will be preceded by an information session about the "Work
of the World Customs Organization related to rules of origin and the work of the Technical Committee
on Rules of Origin". This session will be held on Wednesday 20 November at 16:00 at the Centre
William Rappard (WTO building) and via Interprefy.!

1 ITEMS PROPOSED FOR THE AGENDA

1. Preferential Rules of Origin for Least developed countries (WT/L/917; WT/L/917/Add.1)

A.

Review of Recent Developments in Relation to Preferential Rules of Origin for LDCS - Update
and Report by Preference-Granting Members Wishing to Share any Developments

(i) Analysis on the Utilization of Japan's GSP for LDCs - Japan
(i)  Analysis of the Utilization of the United Kingdom Preferences (Presentation by the
LDC Group, G/RO/W/228; RD/RQ/117) - Response by the United Kingdom

Overview of Recommendations Previously Made by the LDC Group On:

(i) Best Practices on Setting Level of Thresholds Percentages in the ad valorem percentage
requirements (RD/RO/120)

(ii)  Best Practices of the Methodology to Calculate Ad Valorem Percentages and the use of
Ad Valorem Percentages in Origin Determinations (RD/R0/119)

(iii) Best Practices to Determine Substantial Transformation Using Change of Tariff
Classification Criterion (RD/R0O/121)

(iv) Best Practices Concerning Documentary Evidence of Direct Consignment (RD/R0O/124)

(v) Best Practices Regarding Proof of Origin and Small Consignments (RD/R0/123)

(vi) Identifying Best Practices on Cumulation Provisions (RD/RO/122)

What Future for US Trade Preferences (GSP And AGOA) - Presentation by the LDC Group
(RD/RO/125)

Notifications of preferential rules of origin and preferential imports and tariffs - Report by the
Secretariat (G/RO/W/163/Rev.13)

Modalities for the calculation of "Preference Utilization" - Background Note by the Secretariat
(Update) (G/RO/W/161/Rev.2)

! The link for this session will be made available on the calendar of WTO meetings and will also be

circulated by email in advance of the Session.
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F. Exploring Developments Related to Rules of Origin: The Case for Discussing Convergence at

Global and Regional Level -

Presentations by the Asian Development Bank and by UNCTAD

G. Report of the Committee on Rules of Origin to the General Council on Preferential Rules of
Origin for Least Developed Countries (G/RO/W/231)

2. Information session on the work of the WCO related to rules of origin and the Technical Committee
on Rules of Origin - Report by the Chairman

3. Notifications under Article 5 and under Paragraph 4 of Annex II of the Agreement on Rules of
Origin — Report by the Secretariat (Annex I of G/RO/W/230)

4. Draft Transparency Decision and Notification Template on Non-Preferential Rules of Origin -
Report by the Chairperson (JOB/RO/8/Rev.3)

5. Thirtieth Annual Review of the Implementation and Operation of the Agreement on Rules of Origin

(G/RO/W/230)

6. Draft Annual Report (2024) of the Committee on Rules of Origin to the Council for Trade in Goods

(G/RO/W/232)

7. Dates of Next Meetings of the Committee

8. Other Business

2 ORGANIZATIONAL ARRANGEMENTS

Documents for the meeting:

Annotated draft agenda:

Relevant digital tools:

Rules of Procedure:

Venue and virtual
participation:

Observer Organizations:

Resources for delegates:

Contact point:

Documents Online - Download documents for meetings
WTO Calendar

0 Not applicable X Yes: JOB/RQ/14 (to be issued)
(0 Not applicable X Yes:

Collaborative Agenda - WTO eAgenda

Notification Portal (wto.org)

E-Registration (wto.orq)
G/L/149 and WT/L/161 mutatis mutandis

The meeting will take place in person at the Centre William
Rappard (WTO building) and via Interprefy.

Members of the WTO, Other Governments and International
Organizations with Observer Status are requested to inform the
Secretariat of the names of their representatives as soon as
possible.

WTO | Trade topics - Rules of origin gateway

FAQ for CRO Delegates (password protected)

rulesoforigin@wto.org

Ngozi Okonjo-Iweala
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Ministerial Conference
Ninth Session
Bali, 3-6 December 2013

PREFERENTIAL RULES OF ORIGIN FOR LEAST-DEVELOPED COUNTRIES

MINISTERIAL DECISION OF 7 DECEMBER 2013

The Ministerial Conference,

Having regard to paragraph 1 of Article IX of the Marrakesh Agreement Establishing the
World Trade Organization;

Recalling the "Decision on Measures in Favour of Least-Developed Countries" (Annex F of
the Hong Kong Ministerial Declaration) which states that: "Developed country Members shall, and
developing country Members declaring themselves in a position to do so should: ensure that
preferential rules of origin applicable to imports from LDCs are transparent and simple, and
contribute to facilitating market access”;

Considering that duty-free and quota-free market access for LDCs can be effectively utilized
if accompanied by simple and transparent rules of origin;

Recognizing that simple and transparent rules of origin may take into account the capacities
and levels of development of LDCs;

Recognizing that the purpose of rules of origin for preference programmes benefiting LDCs is
to ensure that only preference-receiving LDCs and not others benefit from the market access
opportunities that have been afforded to them under such arrangements;

Recognizing that lower costs of compliance with rules of origin requirements will encourage
LDC exporters to avail of market access opportunities provided to them;

Recognizing that the objectives of transparent and simple rules of origin that contribute to
facilitating market access of LDC products can be achieved in a variety of ways, and that no one
method is preferred to another;

Decides as follows:

1.1. With a view to facilitating market access for LDCs provided under non-reciprocal preferential
trade arrangements for LDCs, Members should endeavour to develop or build on their individual
rules of origin arrangements applicable to imports from LDCs in accordance with the following
guidelines. These guidelines do not stipulate a single set of rules of origin criteria. Rather, they
provide elements upon which Members may wish to draw for preferential rules of origin applicable
to imports from LDCs under such arrangements.

A. ELEMENTS FOR PREFERENTIAL RULES OF ORIGIN

1.2. Preferential rules of origin should be as transparent, simple and objective as possible. It is
recognized that other than wholly obtained products, origin may be conferred by substantial or
sufficient transformation, which can be defined in a number of ways, including through: (a) ad
valorem percentage criterion; (b) change of tariff classification; and (c) specific manufacturing or
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processing operation. It is also recognized that these methods in certain cases may be used in
combination.?

1.3. In the case of rules based on the ad valorem percentage criterion, given the limited
productive capacity in the LDCs, it is desirable to keep the level of value addition threshold as low
as possible, while ensuring that it is the LDCs that receive the benefit of the preferential trade
arrangements. It is noted that the LDCs seek consideration of allowing foreign inputs to a
maximum of 75% of value in order for a good to qualify for benefits under LDC preferential trade
arrangements.?

1.4. The methods for the calculation of value should be as simple as possible. It is recognized
that different methodologies are used to calculate the ad valorem percentage of value addition.
This percentage may be determined on the basis of the principles of simplicity and transparency.
For example, in case of methods used for calculation of foreign inputs, Members may exclude costs
related to freight and insurance as well as international transportation costs.? In case of methods
used for calculation of local/domestic content, Members may include national or regional inland
transportation costs.

1.5. In the case of rules based on the change of tariff classification criterion, a substantial or
sufficient transformation should generally allow the use of non-originating inputs as long as an
article of a different heading or sub-heading was created from those inputs in an LDC,
notwithstanding that product specific rules with different requirements may also be more
appropriate.

1.6. In the case of rules that allow a specific manufacturing or processing operation for the
purpose of conferring origin, such rules should, as far as possible, take into account the productive
capacity in LDCs. For example, in a number of cases the use of process-based rules for chemical
products has made such rules more transparent and easy to comply with. In addition, for articles
of apparel and clothing it may be simpler to demonstrate a substantial transformation using such
rules instead of the equivalent change of tariff classification.

1.7. Cumulation should be considered as a feature of non-reciprocal preferential trade
arrangements. The core objective of cumulation is to allow LDCs to combine originating materials
without losing the originating status of the materials and to jointly share materials or production.
Certain non-reciprocal preferential trade arrangements provide illustrations of a range of
cumulation possibilities, which Members may take into account in designing their preferential rules
of origin. For example, such arrangements may allow bilateral cumulation (i.e. cumulation with the
respective preference-granting country) as well as cumulation with other LDCs. Other possibilities
include cumulation among GSP beneficiaries of a given preference-granting country and/or
among developing country Members forming part of a regional group as defined by the
preference-granting country.

B. DOCUMENTARY REQUIREMENTS

1.8. The documentary requirements regarding compliance with the rules of origin should be
simple and transparent. For instance, requirement to provide proof of non-manipulation or any
other prescribed form for a certification of origin for products shipped from LDCs across other
Members may be avoided. With regard to certification of rules of origin, whenever possible,
self-certification may be recognized. Mutual customs cooperation and monitoring could
complement compliance and risk-management measures.

! For example, an across-the-board rule does not preclude having some product specific rules of origin
for specific sectors whenever they are more appropriate or when they could offer better market access
opportunities for LDCs.

2 The precise percentage may vary depending on the calculation methodology used in different
schemes.

3 This is without prejudice to the meaning of customs value as defined by the 1994 Agreement on
implementation of Article VII of the General Agreement on Tariffs and Trade (WTO Agreement on Customs
Valuation).
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C. TRANSPARENCY

1.9. Preferential rules of origin for LDCs shall be notified as per the established procedures.* The
objectives of notification are to enhance transparency, make the rules better understood, and
promote an exchange of experiences as well as mainstreaming of best practices.

1.10. The Committee on Rules of Origin shall annually review the developments in preferential
rules of origin applicable to imports from LDCs, in accordance with these guidelines, and report to
the General Council. The Secretariat shall annually provide the Sub-Committee on LDCs with a
report on the outcome of such review.

* These notifications are made pursuant to the Transparency Mechanism for Preferential Trade
Arrangements (PTAs). It is also noted that the Agreement on Rules of Origin stipulates that Members provide
their preferential rules of origin to the Secretariat.
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Ministerial Conference
Tenth Session
Nairobi, 15-18 December 2015

PREFERENTIAL RULES OF ORIGIN FOR LEAST DEVELOPED COUNTRIES

MINISTERIAL DECISION OF 19 DECEMBER 2015

The Ministerial Conference,

Having regard to paragraph 1 of Article IX of the Marrakesh Agreement Establishing the
World Trade Organization;

Recalling the "Decision on Measures in Favour of Least-Developed Countries" (Annex F of
the Hong Kong Ministerial Declaration) which states that: "Developed country Members shall, and
developing country Members declaring themselves in a position to do so should: ensure that
preferential rules of origin applicable to imports from LDCs are transparent and simple, and
contribute to facilitating market access";

Reaffirming and building upon the guidelines enumerated in the "Ministerial Decision on
Preferential Rules of Origin for Least-Developed Countries" adopted at the Bali Ministerial
Conference;

Decides, with respect to preferential rules of origin applicable to imports from LDCs under
non-reciprocal preferential trade arrangements, as follows:

1 REQUIREMENTS FOR THE ASSESSMENT OF SUFFICIENT OR SUBSTANTIAL
TRANSFORMATION

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.
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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.

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.

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.

2 CUMULATIONM

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:

(@) 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.
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3 DOCUMENTARY REQUIREMENTS

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.

4 IMPLEMENTATION, FLEXIBILITIES AND TRANSPARENCY

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.

2 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.






R 3

RESTRICTED

),
/) WORLD TRADE ORGANIZATION RD/RO/127*

ORGANISATION MONDIALE DU COMMERCE

/' ORGANIZACION MUNDIAL DEL COMERCIO

12 November 2024

Page: 1/9

Committee on Rules of Origin Original: English/anglais/inglés

UNOFFICIAL ROOM DOCUMENT?

FORMAL MEETING OF THE COMMITTEE ON RULES OF ORIGIN - 21-22 NOVEMBER 2024
PRESENTATION BY JAPAN

Analysis on the Utilization of Japan's GSP for LDCs

Comité des régles d'origine

DOCUMENT DE SEANCE NON OFFICIEL!

FORMAL MEETING OF THE COMMITTEE ON RULES OF ORIGIN - 21-22 NOVEMBER 2024
PRESENTATION BY JAPAN

Analysis on the Utilization of Japan's GSP for LDCs

Comité de Normas de Origen

DOCUMENTO DE SALA NO OFICIAL!

FORMAL MEETING OF THE COMMITTEE ON RULES OF ORIGIN - 21-22 NOVEMBER 2024
PRESENTATION BY JAPAN

Analysis on the Utilization of Japan's GSP for LDCs

* In Original language only/En langue originale seulement/En el idioma original solamente.

! Documents issued in the RD series are not official WTO documents. They usually appear in their
language of submission and will not be translated systematically into the working languages of the WTO. They
are intended for use in WTO meeting rooms and are attributed an unofficial symbol for archiving purposes only.

Les documents de la série RD ne sont pas des documents officiels de I'OMC. Ils ne paraissent
généralement que dans la langue dans laquelle ils ont été communiqués et ne seront pas systématiquement
traduits dans les langues de travail de I'OMC. Ils sont destinés aux salles de réunion de I'OMC et une cote non
officielle leur est attribuée a des fins d'archivage.

Los documentos de la serie RD no son documentos oficiales de la OMC. Por lo general se distribuyen en
el idioma en que han sido presentados y no se traducen sistematicamente a los idiomas de trabajo de la
Organizacion. Se distribuyen para su uso en las salas de reunién de la OMC y se les asigna una signatura no
oficial a efectos de archivo Unicamente.
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Analysis on the Utilization of Japan’s GSP for LDCs

21-22 November 2024
WTO Committee on Rules of Origin

Introduction: Trade between Japan and LDCs

» Japan imports a
variety of goods from
LDCs, which are
essential to our daily
lives, and the
preference utilization
rate for these imports
is high.

« GSP for LDCs

Oceania significantly
contributes to the
economic development
of LDCs.
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Japan’s Generalized System of Preferences: GSP

» Generalized System of Preferences (GSP)

- Japan’s GSP started in 1971. Our system is valid for 10 years, and
every 10 years, we extend it for another 10 years. The current scheme

is effective until 31 March 2031.

+ Japan grants preferential tariff treatment under its GSP scheme to 126
developing countries and 4 territories.

» GSP for LDCs

+ GSP for LDCs started in 1980. Japan grants duty-free treatment for
about 98% of all the national tariff lines.

- Japan has RTAs with a couple of LDCs. Importers can choose under
which preferential scheme they make an import declaration.

Preferential Rules of Origin for LDC Members

» Regulations
- Cabinet Order for Enforcement of the Temporary Tariff Measures Law

+ Ordinance of Ministry of Finance for Enforcement of the Temporary
Tariff Measures Law
» Change of Tariff Heading (CTH) is the general rule

+ Exceptions from CTH are stipulated in the appended table in the
Ordinance of Ministry of Finance for Enforcement of the Temporary

Tariff Measures Law.
= NB: The word-for-word translation from Japanese legislation to
English may make the appended table look longer.
» Products for which (i) the origin is regarded as being clearly

ascertainable from their nature and form; and (ii) the total amount of
the customs value is not more than 200,000 yen are exempted from

submitting the C/0.
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Analysis ~methodology for the calculation~

» Preference Utilization Rate (UR)

Imports under the GSP for LDCs
Imports eligible under GSP for LDCs

- Denominator excludes imports of tariff lines with MFN duty-free and
non-concession, but includes imports of tariff lines with RTA duty-free.

+ Numerator only includes imports reported to have taken place under
GSP for LDCs, excluding imports under RTA.

= A couple of LDCs have enjoyed multiple preferential channels,
but the Preference Utilization Rate does not reflect this fact.

Preference Utilization Rate ~LDCs overall~

{Unit : 1,000 JP YEN)

Member FY 2020 FY 2021 FY 2022 FY 2023
LDCs overall 87.84 % 89.96 % 90.24 % 90.41 %
Total imports 526,183,138 644,430,149 945,277,599 912,887,037
ik eligible under GSP for 411,861,475 463,176,575 715,501,258 687,657,835
Imports under GSP for LDCs 361,765,754 416,669,639 645,698,320 621,685,286

~ FY2023 ~

BINon-concession

2%

Imports eligible
under GSP for LDCs

75 %

% Trade Statistics for FY 2022 and FY 2023 is tentative

P!
under the GSP for LDCs

90 %
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Preference Utilization Rate ~Member by Member~

Descending order of tatal imports in FY2023

(Unit : 1,000 JP YEN)

Member | Tomlimports | PSS | T tbes | uotanon nate | " s
Cambodia 283,296,167 222,493,821 189,764,870 85.29 % | +RTA duty-free
Bangladesh 220,482,109 202,991,116 192,155,741 94.66 % 94.17 %

Myanmar 214,055,033 192,850,188 179,168,140 92.91 % | +RTA duty-free
Madagascar 43,297,269 37,091,852 35,554,863 95.86 % 96.39 %

Mozambique 25,388,020 341,255 28,856 8.46 % 98.77 %
Mauritania 23,765,781 14,174,474 13,705,689 96.60 % 98.03 %
Lao PDR 22,839,187 10,496,370 7,395,719 70.46 % | +RTA duty-free
Tanzania 15,163,402 323,567 265,654 82.10 % 99.62 %
Sierra Leone 7,914,912 | Ut F vt immamall S Cekesellll L) meeee 100.00 %
Burkina Faso 6,620,622 48,490 39,337 81.12 % 99.86 %
Rnihe of Coan 6,319,190 24,692 0 0% 99.61 %
Senegal 5,404,717 383,428 296,083 77.22 % 98.38 %
Uganda 2,533,078 121,218 62,486 51.55 % 97.68 %
Togo 2,479,131 2,555 0 0% 99.90 %
Malawi 2,144,548 479,681 407,995 85.06 % 96.66 %
Member Toral imports | | o e | e tber | Uttt ote | oo e
Nepal 2,012,443 1,599,030 1,192,045 74.55 % 79.54 %
Guinea 1,645,928 346,147 10,002 2.90 % 79.58 %
Zambia 1,432,033 5,647 0 0% 99.61 %
Timor-Leste 752,695 0 eeee=} mmeee] emeee 100.00 %
Yemen 684,804 421,830 153,697 36.44 % 60.85 %
Mali 579,867 6,324 3,114 49.24 % 99.45 %
Rwanda 493,559 24,778 21,951 88.59 % 99.43 %
Niger 416,873 66,766 0 0% 83.98 %
Haiti 415,829 254,585 0 0% 38.78 %
Angola 276,840 3,431 0 0% 98.76 %
Benin 233,594 521 0 0% 99.78 %
Solomon Islands 219,820 eee==] e e 100.00 %
Afghanistan 210,818 54,870 35,582 64.85 % 90.85 %
Guinea Bissau 202,795 202,795 0 0% 0%
Burundi 145,829 6,892 0 0% 95.27 %
Ce”;;‘;ﬂirfa” 82,322 | Ik e TR E s T e S e R e 100.00 %
Chad I e S LR 100.00 %
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Member | Totlimports | PSS | B e | e | e
Lesotho 36,312 1,734 244 14.07 % 95.90 %
Comoros 28,327 [i 8 5 Tl T Thwal i) T LSRR TR, T i m———— 100.00 %
Liberia 3,158 [0 do att o el et B e e 100.00 %
Djibouti 2,067 396 0 0% 80.84 %
Gambia 1,848 [in o o e G 100.00 %
Ethiopia 17,609,853 806,910 768,980 95.30 % 99.73 %
Sudan 1,639,989 107,663 84,415 78.41 % 98.58 %
Somalia 928,383 921,432 15,179 1.65 % 2.38 %
Bhutan 106,232 62,139 60,487 97.34 % 98.44 %
Sa%ﬁ%’gsea”d 2,515 794 0 0% 68.43 %
Kiribati 647,404 641,454 494,137 77.03 % 77.24 %
Tuvalu 297,155 297,155 0 0% 0%
Eritrea 2,169 1,835 0 0% 15.40 %

[Accesslon Process is ongoing. _l { Non-WTO Member l

Analysis on LDC submission (G/RO/W/209)

» On 4 October 2021, the LDC group submitted an analysis paper on
Japan’s Rules of Origin.

- A 13-page table with 52 HS headings was prepared, and it was noted
that “there are consistent pockets of underutilization that may be
caused by stringent product specific rules of origin and/or related
administrative requirements”.,

= Japan has further delved into our analysis on Preference

Utilization Rate of these 52 HS headings.
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Preference Utilization Rate for the 52 HS Headings

/Of these 14 headings,
there are 9 items with a
utilization rate of over
90% or close to 90% RPN \orc than 90%
when the import value oh ; e (31 HS headings
\of RTA is included.

80~90%
4 HS headings)

When the utilization rate of the RTA is also taken into account,

44 out of 52 items have a utilization rate of more than 80%. o

Descending order of total imports in FY2023 (Unit : 1,000 JP YEN)
HSHeading |  Tetatimports | RO R | it | Unlition Bae

6203 88,610,737 88,610,737 87,114,889 98.31 %
6204 75,668,321 75,668,321 73,640,880 97.32 %
6110 73,321,695 73,321,695 70,707,630 96.43 %
6109 54,944,382 54,944,382 52,369,486 95.31 %
4202 37,714,138 37,714,138 22,794,217 60.44 % +RTA:90.84 %
7502 34,359,993 34,359,993 34,359,993 100.00 % '
6104 26,336,488 26,336,488 25,737,678 97.73 %
6403 26,235,456 26,235,456 18,423,520 70.22 % +RTA:96.08 %
6205 25,920,088 25,920,088 25,041,110 96.61 % -
6202 22,799,805 22,799,805 21,430,357 93.99 %
6201 21,227,869 21,227,869 19,302,045 90.93 %
6211 19,866,239 19,866,239 19,587,717 98.60 %
0307 15,917,917 15,610,188 13,961,441 89.44%
6103 15,651,278 15,651,278 15,260,876 97.51 %
6402 15,318,768 (non-concession) [ @00 === | emee-
6206 14,850,298 14,850,298 14,499,028 97.63 %
6210 12,307,343 12,307,343 11,284,694 91.69 %

11
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-
HS Heading | Total mports | PRGNS | GEntor Lbcs | utiization Rete
6107 10,365,650 10,365,650 9,971,543 96.20 %
6404 9,503,869 9,503,869 3,784,898 39.82 % +RTA:95.05 % |
6105 9,434,988 9,434,988 9,019,135 95.59 %
6108 8,958,747 8,958,747 8,888,372 99.21 %
6106 8,336,323 8,336,323 8,276,904 99.29 %
0306 6,376,480 6,376,480 6,010,908 94.27 %
6601 6,370,163 6,370,163 2,973,053 46.67 % +RTA:99.76 %
6111 6,175,986 6,175,986 6,054,030 98.03 %
0713 4,678,643 1,736,857 1,722,264 99.16 %
6102 4,508,055 4,508,055 4,079,155 90.49 %
6302 2,924,198 2,924,198 2,815,606 96.29 %
6307 2,895,102 2,895,102 616,471 21.29 % +RTA:89.66 %
6208 2,762,090 2,762,090 2,725,150 98.66 %
6207 2,754,848 2,754,848 2,729,252 99.07 %
6101 2,551,006 2,551,006 2,411,056 94.51 %
6505 2,419,118 2,419,118 1,506,854 62.29 %
6115 2,211,155 2,211,155 2,033,684 91.97 %
6116 2,155,501 2,155,501 2,107,865 97.79 % -
HS Heading | Totalimports | ngeP G RTines | 'Gep for LbGs | Utiation Rate
4203 2,099,450 (non-concession) | 000 eeee= | eemee
6114 1,505,867 1,505,867 1,367,303 90.80 %
6306 1,413,430 1,413,430 0 0.00 %
5607 1,282,996 832,379 601,165 72.22 % ‘
3307 1,270,262 1,270,262 1,740 0.13 % +RTA:99.97 %
3926 1,256,492 1,256,492 590,991 47.03 % +RTA:91.41 %
0304 1,062,010 1,062,010 903,239 85.05 % '
6405 970,777 970,777 783,693 80.73 %
6305 889,570 847,900 145,032 17.10 % -+RTA:99.94 %
6406 853,816 (non-concession) [ = s=--= | eeeee
6112 753,549 753,549 734,608 97.49 %
3923 740,319 739,967 291,160 39.35 % +RTA:99.66 %
6209 681,297 681,297 596,983 87.62 %
1504 661,682 661,682 119,845 18.11 %
0303 647,322 647,322 208,160 32.16 %
1605 376,940 376,940 376,366 99.85 %
4107 369,025 369,025 369,025 100.00 %

13
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Main Takeaways

» As Preference Utilization Rate for LDCs has remained at nearly 90%
for four consecutive years, Japan's GSP for LDCs is being fully
utilized.

» It seems that there is a positive correlation between trade volume
and the Preference Utilization Rate, with some exceptions.

» Some Members with low Preference Utilization Rate enjoy the MFN
duty-free or RTA duty-free for a large portion of their imports.

» Preference Utilization Rate for tariff lines that LDCs had thought too
stringent is relatively higher than the Rate for overall LDC imports.

= LDCs already have sufficient capacity to add value domestically.
14

» Trade Statistics for all the importations
Ministry of Finance, Japan
<https://www.customs.go.jp/toukei/info/>

» Trade Statistics for importations under GSP for LDCs
Ministry of Finance, Japan
<https://www.customs.go.jp/kyotsu/import/tokkei/index.htm>

» Trade Statistics for importations under RTA
Ministry of Finance, Japan
<https://www.customs.go.jp/kyotsu/kokusai/toukei/index.htm>
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» Une analyse préliminaire du DCTS du Royaume-Uni a été faite
par le groupe des PMA 16

'Le LM ; il HHCH 2SSl entre | AU ] : LI () ,
marquant le passage de la premiere série de régles d'origine
basées sur les RdO de I'UE aux nouvelles régles d'origine
prevues par le DCTS britannique.

» Le présent document est une 4 des taux d'utilisation du
'S britannig afin d'évaluer l'évolution de I'UR et des
volumes d'échanges.
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Year Rules of Origin System Note

Le Reéglement douanier (Origine des marchandises
imposables: Programme de préférences commerciales)
(Sortie UE) 2020 contient les régles concernantia maniégre
dont 'orgine des marchandises est déterminée et les
régles concernant le cumul de 'origine, ainsi que le tableau
des opérations qui constituent une étape impartante. de
fabrication,

Régles d'origine pour les paysles moins avancés dans
le cadre du schéma de préférences geénéralisees {SGP)
identigues aux régles d'origine de I'UE dans le cadre
de I'EBA Tout sauf les armes’

2021

Régles d'origine paur les paysles moins avancés dans
2022 |le cadre de son schéma de préférences généralisées
(SGP)

Annonce de nouvelles RoO au Royaume-Uni faite en aolt
2022

« Avant juin | Régles d'origine pour les pays les moins
avancésdansle cadre de son Schéma de préférences
généralisées (SGP) Le nouveau systéme de régles d'origine est entré en
-Aprés le 19 juin : réples d'origine paur les paysies vigueur avec e régime DCTS le 1% juin 2023.

mains avancés dans le cadre du systéme commercial
des pays en développement{DCTS)

2023

ANALYSE DES DONNEES
INITIALES DU TAUX D'UTILISATION
DES PREFERENCES
COMMERCIALES
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PERFORMANCE DE CERTAINES
LDC EN ASIE ET EN AFRIQUE

Graphique et tableau 2.3 : sation du traitement préférentiel
spécial du Royaume-Uni pour les importations en provenance
du Bangladesh

Evelution of the GSP and Qther Preferences wiifization rate
(UR, right scale) and imports by rariff treatment (left scale;

* De 2022 42023

aeusuzs
- e - mil urds afors que le TU est
i - i 1an 1‘ ¥
“ A pamr de 2021-2022: une.
’ éte obsefvee conformement a la
tendance generate du tableau
R e 5 précédent,
G3P Lrilizares Sare GSP-Receved & Cmber Prefevennes
& MFN/ATAS @ MFN Dty -Fres
G5 fdaten rake av2 sorie By e taatvent
WEANE AR T v PO UL
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e
HS PreductDescrption Total Dutable Recewved

Teshunts, seglels and cthervasts,

G108 keted or crocheted 605599 85 6589 B242M1
Jersays, pullovers, cardigans and

B110 similar atticles, knitted or crochaetad 54B11& 548115 487709
Wamen's ar girls” suits, ensemiles,

6204 juckals, drasses, skints, alc 465411 465410 436243
Man's or bays suits, sansembias,

G202 jackels, blazers, trousers, elc 452520 462820 426722
\Women's or girls' suits, ensembles,

6104 etc, «nitted or zrocheted 383a7e 383270 375348

6205 Men's o boys' shifs 237012 2312 216722
Men's or boys briefs and simar

4107 articles, ¥niled or crocheted 187734 167 724 114436
Women's or girls' panties and similar

6108 articles, knitted or crocheted 157032 157033 152451
Maon's or bays' shitts, knitled ar

G108 creahatad 11222% 1ny229 100552
Women's or girls' blousas, shirts and

5206 shirt-blovses 91814 91914 85890

CiharCther $14 406 BG1 044 764377

Dtivar All

Fraf,  Preferences MFN/'RTAs
0 824271 328
2 4S7 708 50408
Q 435243 3¢ 167
bl 426722 36187
a 375348 17821
Q 219722 17 289
0 114425 53287
2 153481 3582
a 100562 18 664
0 BE 890 5023
0 TEA3TT 127567

BAE N Quty-
free

L= -]

o oo

GHRUR

89.75%
90.B0%
93.52%
92.18%

95.44%
92.71%

68.22%
arT2%
84.34%

94.53%
a5.70%

Evolution of the GSP and Cther Preferences utilization rate
(LR, right scaley and imparts by tanff treatment (left scale)
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A limage de la situation du Bangladesh, le
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2022, passant de 87.8% a73,6% en 2022
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Tableau 2.6 : Utilisation du traitement préférentiel spécial du
Royaume-Uni pour les importations en provenance du
Cambodge (2023)
HS Provuct Descsipaan Tusl  Dulabl GSP Reuswed Ofhes Pred Al Piferences, BRTAs 0T capun
Jarsays pultexs, cardgans and simear

g1 andles. knitled o crocheled WERNT 2T 176 16 o TENE @20 G TH%
Women's ar gris' suts. enmemiles, eto. vtted

Ge4 Af cachead 148053 144 083 122215 o 128 216 980 b 8B E%
Mens o bays mets, ansembies. iv, snetad or

A108 codeled TR 70868 43 i 4210 W52 11 §388%
T-shirs, singets and othar vests. ssed o

G109 rochaled 75135 74T 19838 0 49838 24340 7 6T18%
WWOMens o e’ suts ersanikes. Ackes,

6204 dresses. skins, et T2I97 72187 61601 o 60601 11595 0 8394%
Bivoes and ollies CyIesincluing deivery

a1z ficydes) o monsan 4766 ATE6G 45 3148 o 45 30 2516 0 9474%
Foohwear, wi riabar, plasiics, ealher sokag,

@403 ieather uppers 4788 47240 30132 [ 39132 s T 5 8282%
Mea's of bove’ suts ensenbies jacksls,

6203 blazers fousars. e 43754 43F5E 33010 ) 33019 QB35 0 TI5T%
Tupks sull, cireera, pwalery, cullery cases
fraved, focd, sumdar bags. woaly o maindy
cawared by fealbey compasilion leathar plaslic
shaesny, lestile malenals, wicasysad fibre

4207 PIperbard 33654 38664 10106 o 10108 23556 0 2814%
Cenar faotwear with oerer 3235 and wpprs of

6407 7ukbEe of pasics 3050 38050 24720 o 2720 3330 o 7B%

o 0T 246456 425703 T 5 i W NTAW  ATIE 1230%
Graphique et tableau 2.7 : Utilisation du traitement préférentiel

spécial du Royaume-Uni p@ur%
d'Ethiopie

Evolstion of the GSP and Other Preferences utifization rase
(LR, right scale) and imports by tadff treatment (laf scaiel

By 78
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niveau du cammerce iotal et du commerce
taxable a diminué d'environ 2022 4 2023,

rorta i foused U3 2etaral dzazon Rate
ner A2 ztaferirzin 4 % @ g
vas et Daas Sisteomed o L8 ri-tinkdon PRI % SanpPrae
Eeea) e M 2] s b2 TaE am TRt
o2 et L b L sy "y R LavR
B XL wax Win £ HAR b 3 g ot



RD/RO/117

wme-Uni pour les ir

Olltes Al MFN
Pradet Descpsan Tatai Dunabie  GEP fiscered Pl Malerences IAFNRTAS Dutpliae G2 LR
Cut Fervers anvd fiower Lewds far cenamental T49.84%,
0603 parpases lrash, doad alc 25 785 25285 19 934 o 100934 5351 o
Teahvrls, skl wod ather vests, knifted o 99.29%
G100 crachesad | faz 1442 1 420 0 18 12 [
GG Waman's oc guis’ bousas, s and shvitbhiuses 1 1067 1084 i} 1088 2 ( I2%
Bread pasty, cakes. olo commonan wafors, nee 100.00%,
1905 pape al an on N o on o o
Cereal grams alberwese warsad 19e neay pam of
10 cerealks 813 a1l 813 B 413 ] o 100507
WamRI'E O QIS Sl arsebies jackals, destas 21.88%
M skins et . A58 N5 ar 1] a7 F ] ]
desses, putkivens, cardigans gl snitac adickss, 24.28%
G0 ke ar crocheted a6 43 84 ] o il ]
Gaimants, (madeé u of Takocs al 5602 56 03, 58038 000%
GMO EADGor 5007 35 315 o o [} 315 o
v fatard Wi, cabie ad alher electic condetars
comactor iled o noe apical litve cables of 0.00%
indwidaaly Shealhed fitves whalher of nol g
assambkad wilh wectnic condurtars o (lled win
asdd covrclos Qv 297 o o a 27 ]
Wan's o hoys' sulls, ensemiiks, |ackets. hlazars 60.31%
G203 lrauses, &lc 284 264 194 [} 104 an G
Qgwer Olhes 25854 2051 1852 o 1352 1198 25627 B0.70%
i s
ationdu t
pré Uni pous
Lo » $ & s .- - g - Y, [P
importations en provenance de Madag
Fwolution ot the GSP and Dther Preferences utilization rate
(LI, right scale} and imperts oy 1anff treatment Jlefr scale)
Wi i
3 * Entre 2022 el 2023 | lo commerce
équitable entre le Royaume-Uni et
i w3 Madagascar ' ¢ <10 aucune
& g diminution n'ayant &1é observée
4 M E
g ‘ . T Une augmartatio ot e
1 4 “ - '
bl Sk | Bt 2077 avec le

commerce total et du

commercopassible des droits de
LS UEdzatinn Kate LAV - Recvioad 0 ther Prefereme s dounne.uu cours de cette q-enode :

& WENRTAS @ MEN Oy Free de 23 millions a 4% milicns d'euras,

= doublement du volume du

5D sthrates reta and woere By twrHiestent

R (r Sousand 1S Szler Ltazarn Ame
. Al gietaion AR — e
res Teral Cutanme e B oo (GOt FATay WER OateFroe
ou ar Ao 12 026 17906 I
£1ig6 45T ) a5 11688 Bad7 T

URE %0 " FAR ] e PRIy Teavy



RD/RO/117

B11C
G805

6114

g211
E205

E203

6204
c3cs

8108
C307

Cther

2.10 @ Utilis
ni pour

Product Description

Jerseys, puliovars, cardigans and
simiar articlas, ¥nitted or
cracheted

Varia

Othar garments, kntled o
cracheted, nes

Track suits, $&i suds and
swimwesr! cther than garments
Men's or boys'shins

Me~'s ar boys' suls ensembles
JAckets, blazers, lrausers, ol
Women's or girs’ suts,
ensembles jackels, dresses,
skirts, atc

Crustacoans, frash, chiled ar
frazen

T-shirts, sing'ets and other vests,
knitted or crocheted

Claves

Otrer

Total

14 435
12073

4988

4882
3558

3512

33%0
apa7

1882
1853

23214

14435
124073

43989

4682
3558

3512

3380
2808

1882
1853

10325

11847
7666

4850

4389
3085

2850

2428
2774

1810
1613

4064

oo o

o

All
Dutable GSPRecsivad Other Pref. Praferances MIFN/RTAs

11688
7 566

4650

4389
308s

2850

2440
2774

1810
1613

4068

2447
4107

283
472

562

950
35

281
240

€287

MFN Duty-
free

o

oo

TAUX D'UTILISATION LE PLUS

ELEVE ET LE PLUS BAS AU
NIVEAU DE LA RUBRIQUE ET
PRINCIPAUX FOURNISSEURS

£k
o

GSPUR

B2.76%
65.98%

99.22%

93,74%
86.71%

84.00%

71.92%
88.75%

85.10%
B7.05%

39.36%
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CONCLUSION ET VOIE A SUIVRE

d'avenir

= Le DCTS britannique est une expérience notable en matiére de régles d'origine, v
compris des mesures pour les PMA.

= ['analyse initiale montre que les TU sont toujours élevés, malgré la mise en ceuvre
récente de nouvelles régles.

= Malgré l'impact du COVID-19, les TU sont restés relativement élevés en 2021.

= Toutefois, d'importantes poches de sous-utilisation ont été identifiées :

- prés d'un oo i de volume commercial bénéficiant du
~ traitement NPF en 2022 et
- plus de 0

-> Cette constatation est importante et souligne la nécessité d'agir pour
réduire la perte potentielle d'économies de droits.
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* Des recherches récentes ont montré que « ‘ ' trep méme dat
lo 'UE et di Aassociabion aurog nne o 16 wnange (A £, TNt

CEMM

~» Mettre en évidence les défis auxquels sont confrontées les entreprises et les
PME des PMA pour s'orienter dans les changements complexes associés au DCTS
britannique.

= |l est essentiel d'aglr rapldement en raison des délais d'adaptation variables pour les entreprises
des PMA,

» || est essentiel de sensibiliser les entreprises du Royaume-Uni et des PMA. |l est essentiel de
fournir des informations accessibles et une assistance pour comprendre et s'adapter au nouveau
DCTS britannique, en particulier aux régles d'origine.

Le Groupe des PMA de 'OMC recommande

» Une vaste campagne de diffusion sous I'égide de l'aide au commerce pour
pramouvoir l'utilisation du nouveau DCTS et de ses régles d'origine, ainsi
que celles d'autres Pays donneurs de préferences, afin de favoriser
['utilisation des préférences commerciales accordées aux PMA.
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Merci
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Delegation [Presenter): CambodiaMozambique-Zambia

Former LDC Documends.
« GIRONWIZO2 ared BIVROMT, Subenissica af |0 v the Camemittas an Rekrs ab Ongie ad sakpam entanen - Commumeation ram ina DG Graog, Mowemies
2000

Recalling Paragraph 1.3 of Bali Decision and 1.1 (b)
and 1.5 of Nairobi Decision

1.3 ot Buli Decision: | 1.1{b) of Nairohi Decision:

» cin the case of rules bused an the ad valorem pevcerage , « "Consider, as the Preference-granting Members
cnterian, given the limited productive capacity in the LECs. it is ' develop or build on their individual rules of
desirable lo keep the level of vaiue addiion threshold as iow as | origin arrangements applicable to imports from

LDCs, allowing the use of non-enginaiing
matenials up to 75% of the final value of the

poszible, whie ensunng thal it i3 the (DCs that receive the benefi
of the preferential frade armangements. It is nofed that the LDCs

seek consideralion of alowing fareign inpuls ta a maximum of proguct, or an equivalent threshold {0 case

75% of value in order far & good o qualify for benefits under LDC another calculation method Is used, w the

preferantalirade arangements.” extent /1 Is appropriate and the benefits of
= Given the limited productive capaciy in the LCCs, 1 s desirable 1o preferential treatment are limited 1o LDCs. "

xoup the lsvel of value additon Irreshold as law as possible, while 1.5 of Nairobi Decision:

ensuring that 4 s the LDCs that receive the benefit of the « “Prefemnce-grnting Members are sncouraged o

preferertialtrade arranrgements. offer aitemative mies for the same product, in such
* ltis noted that the LOCs seek consderaban of alleing fareign cases, Ihe above-menfianed pravisions wil be

nputs to a maximum of 75% of value in order for a good to quafy applicableto only one of the alfemative rules.”

far benalts urder LDC preferestial rsde arangamants
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Some initial considerations

The LDC WTO group recognizes lhe UK reform of RoO that has laken into account the threshold level of 75%
and intreduced it as alternative to CTC,

Almost all FTAs are not using a genera! percentage criterion RaQ in isolation.

The issue al stake in this presentation is how to determine a level of percentage Lhal is commercially viabie for
businesses and investors based in LDCs taking into account GVCs.

Studies suggesting level of thresholds based on econometrics and not on commerciaily viable and lested realities
are unrealslic.

LDCs believe that the level of percentage should vary depending on the industrial sector at stake and matched
with LDC industrial environment.

In same sectors the ad valorem percentage criterion may not be the most appropriate methed: other methads ta
define substantial transformation should be used,

LDCs call on the internaticnal community to fund sludies based on commercially viable Bill of Materials (BOM)
to determine viabie threshokds or alternative PERO.

Best practices identified

What levels of threshold are WTO | Which WTQ  Membsrs  are | What is a desirable fevel of pereentage 1aking into
members using that are as low as | closer w© the 75% threshald | accountthe globalvalue chaing (GVCs)?
possible, while ensuring that ftis | proposedbythe LDCs? I ¢ The desrable jevel af thresheids should be
the LDCS that receive the benelits = Using or approaching the 75% indusiry /sector specific rather than based con
of the preferential  trade Ihrashold  with  alemaiwve arbdrary sssumplions of on ssanomelrics modeis
arrangements? FSRO as adopted by UK | = Isireafsiic to seta level of percentage that is not
= PGM couniries are using showld ke <considered a arbitrary or is # preferable to adopt ancther
diferant lovels af threshteids banchmark af best prachies mathodolagy for canain seclars?
cakculated in diferent manners even if margin of improvement |« The setting of the leval of percentage shouid be
ard ths generste compliance may remas ‘o certain based an commaercially waeble BOM industry.
costs for firms. Alignment of products specific matching GVC and based on LDC
mathad  of caculaton and costsibenefits analysis,
reglistic  level of threshoids * Tao this end, LDCs call on donors to fund studies
amang PGM Is a bes! praclice facused on cammercialy vable BOM in the
that shauld be pursued, contesi of LDCs undder Ald for Trade assslance
The LCC WTO group stards ready to ergage in
diglague with praspective denars
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What levels

PGM Mumeraber Denominstor
United Kingdom /o 9 POr-araining Exwors prce
[Eé;:lln.\ Community r:il,:l;l AnAnQITADg Ex-works phice
Switzedand ;?;u?fnzﬂ;m i Ex.wark prce
Canada X?;ﬁa%[n:);s ket Exlactary pree
S rane \n:?g'i?n\::nrr_:ﬂ;hm il Fadpnce
Eurasian CU Custons value 7+ Er‘[‘;“,""’
mans s onn
chne Z?;ﬂa?:n;g&lam il
Japan Vakm al an-anginating £0B price

R

malenai

! Most used percentanas
" Enpish ransianan of the kgal led nes availabie

of threshold are PGMs using?

Percentage Level

Flasmum 5% o poa-wigoaling matensl

Fanmum amoud of fan-angingtiog matanal
[l

mavenaks

A 0% of netcelpriali

Wammum armourt al nan cognaling malenals
0% loe LDCs

Fanimum 6% of pon-cagnaling matenals

b 1 6% of o ceiggnialing matanal
% 3% of noa.ceiggnating I8
[ (R RCHTVES ([t i) naten aks

Krammum ameont al nan-angmatng matenal
a0%s"

What levels of threshold are PGMs using?

PGM
India
China

Chinese Talpei

United States

New Zoaland

Australla

—
Numerator Danominatar

o s O

P o

go:: m?; mﬂ:‘:‘ l:'“‘:’;fe" Apprarsed value of e

Pescentage Lavel
Plremum 30% value added by subtacnon
Phoermum 40% walue addad by subracton

e 50% walue added by subtactan

cortry phis the diact cast of amde at the lime al eelry Mremem 35%

e poassing canied aul there

Sama a5 abaw Same as aboew
Cost al matenats

+ papendbres n cthor e

of Factary of work costin £ faclory cost
Haw Zaaland o LOCS

“allgwabie factory cast’ Es-tactary cost

* Crena emecatar = CIF dedician alowed wnan biabd porchinsed locaty

it the Lretad Stales

Sam a5 above

Marvrmum 50% Valge acded by addilion

tanvmum S0% walue addad by addhon

Distance from
The LDC propased level

In complance

5% ¢ inhue of It
and msiance

5% + 155ue of e
and inGurance

6% + 13308 al frenghl
and insurance

15% + 15308 of freghl and
I ance

26% + zze of froghl
and insurance

20% v isml ol freight and
AR AN
2% 3 vz al fresghl and
NN

5% + 15300 of freghl
and insurance

Distance fram
The LIC proposed leved

58+ iasue of it
ard nsurance

15% + i2sue ol feght
and msyrance

25% + g5 al feght and
InGUranca

1% + 15300 af freght
and insurance and
memadatagy af calculation

Sarme a5 ahowe

26% + 15500 af freghl and
inswance and methodalagy
al cakodanan

26% + 15z of freght and
inssrance and medadalagr
af cakadaban
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Setting adequate thresholds - Example 1: Sport Shoe

= Whal is a desirable fevel of percentage for a compelitive shoes-manufacturing firm based in a
LOC taking info account the thresholds current used by PGM?

FRODUCTIONR: 32 EURO

Baw maeeish RILAS
“Weges BAEURD

Oesereagenges ) FEURD

Pefite seasduces 0 2 RO

Tolal cost of the shoe to
the consumer: 100 EURD

Zzurew Tasko Do Lansta:

Level of percentage - Example 1: Sport Shoe

ai  Nowu-originating materiols 8€
by Wages DL€
¢)  Direct costs af processing LEE
Aflowable fassumedy N8 €
Nor aflowable (asstimedd) NS¢
di  Prafits producer I
Tatal cost (Exv-Works Price) 12€
Total cost (FOB) 13€
«  China: f?-“‘;'gsﬂ = %—“—'v = 2=% = 36 % < 40% > Non-Originating

NN 3 - . B .
«  CAN: ;ﬁ,‘ = _;:ai - :"u = 67 % > 60% - Non-Originating
« USA; (JoMedoP  (Ritled)  od4tad

e el S 10 %5 = 35% -» Non-Originating

+ Lbes T == S = 67% % < 75% ) Originating

This example assumesthal all non ariginaling raw malenal soiginales in counlries where no cumulation is applicable
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Setting adequate thresholds - Example 2: iPhone!

= What is a desirable level of percentage taking into account the global value chains?

Componenls; -
JPN
“J\‘“)ﬁf) SHo.60

| l o '""“1;1;.‘41,}{;, m
Retail price PSSR
:l:l.«‘-] o (i) USA CHN p : T
(Prosdit =
margin; '

e Assembly
g g L :
wh.50

v

iPhone: $179.00

Sawted Katg sid Jetet, 2000
L DGk UN i pramatin of Comameczial antdiny

Level of percentage - Example 2: iPhone

= What is a desirable level of percentage for an iPhane manufacturing firm based in a LDC
taking into account the thresholds current used by PGM?

al  Material and componenits IM25€
bl Dirvect costs of provessing as5¢
o Profies prodhcer faysined 8%, L€

Totad cost (Ex-Works Price) 193¢

i

e

VNOM
«  EWU: o

= GO 9% = 700 > Non-Originating

UNOM _ (G} _ t7AS G o i c
CAN: - L_‘:V =i B9 0% > 60% - Non-Originating

== = 25 < 34 % = 35% - Non-Originating

NN = 8l 220 o Yo = T Mon-Criginali
o S T B9 7 5% Mon-Criginating
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Using a Bill of Materials (BOMs) to define appropriate

level of thresholds

IR

Manufacturing firms start the assembly process by creating a BOM

A BOM is a centralized source of information, listing the items and instructions needed to
create a product.

Every line of the BOMs includes the product code, part name, part nhumber, part revision,
description, quantity, unit of measure, size, length, weight, and specifications.

It includes all alternative and substitute part numbers and parts cantained in the drawing
nates.

Once a BOM is identified for a series of products that may be produced in LDCs then the
viable level of thresholds may be identified as it has been done in the example of shoes
and iPhones.

Lessons learned from examples 1 & 2

The shoes example shows that manufacturing represents a minuscule fraction of the cost
of the final shoe. Yet, it is the only entry point of LDC firms

Thus, PSRO for shoes should acknowledge commercial realities by moving from an
abstract percentage to a CTC PSRO as already adopted by EU, UK, Switzerland.

The iPhones example shows that even a manufacturing giant like China would not get
origin under the current PGM rules as the threshold levels are simply too high. Anather
PSRO recagnizing that assembly operations may be ongin conferring may be explored.
Modern rules of origin contained in FTAs show that the percentage criterion is mostly used
in combination with a CTC and is seldom used as a stand-alone criterion.

The large majority if not the totality of FTAs does not use anymore a percentage criterion
as a stand-alone criterion
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Additional issues and best practices to be
considered when assessing level of percentage

oS

« Extent of cumulation granted by PGMs matter when assessing the thresholds of
percentage requirements.

= However, cumulation is a second-best choice as it is conditional to a number of additional
requirements varying extensively from PGM such as being member of a regional
agreements, graduation from LDC status, ancillary documentary requirements.

» As best practice it is preferable to devise RoO that allows sourcing of inputs fram the best
competitive supplier of inputs rather than relying on cumulation,

Recommendations and best practices

e

« LDCs has identified the following best practices and work ahead:

1.

Whenever it is used. the level of percentage should be calculated according to the LDCs
propasal of not more than 75% of non-criginating materials out of the ex-works price with
deduction of cost of insurance and freight and provide as well as an alternative criterion
Notwithstanding this, in some seclors, other methodologies such as CTC and specific working
or processing shaould be used tc better reflect the processing stages of the GVCs

The presentations on item CTC will provide useful examples on altternative methodologies to
define substantial transformations for those sectors.

Whenever a threshold of level of percentage is set, such threshold should be based on a BOM
of an actual or potential firm based on a LDC firm te manufacture a competitive good rather
than on arbitrary criteria or ecenometric assumptions,

LOCs call on Denaors te fund field studies te identify commercially viable levels of thresholds in
LDCs or alternative PSROs.
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Formes LDC Documents:
GIRONZ02 arvd ROIRQSL, Sotnressian of LOGC 1 tha Cormmettae an Fuies al Srigo ad vakaraim onleciear - Coammerecation frorm fhe |G Sroop, Naweimber
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Recalling Paragraph 1.1 of the Nairobi Decision

* Paragraph 1.1 of the Nairobi Decision requires preference-granting members to "adopt a method of
calculation based an the vafue of non-originating materials",

= Althe same time. it allows "Preference-granting Members applying another method to continite
to use it' recognizing "that the LDCs seek consideration of use of value of non-originating
materials by such preference-granting Members when reviewing their preference
programmes.”

= |t also requires the Preference-granting Members to consider developing or building “"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" as well as "consider the deduction of
any costs associated with the transportation and insurance of inputs from other countries to
LDCs."
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m Questions about best practices that
v Adopt a . method of calculation of ad have been identified:
valorem percentage calculated on the basis 1. Which Preference-granling Members (PGMs)
of value of materials, are using a value of materials criterion?

2. Which PGMs are not using a vaiue of material

m criterion?

3. Which PGMs are adopting or considering to
« Consider the deduction from the value of e 9

nen-originating  materials of costs
associated with the transportation and
insurance of inputs from other countries fo
LDCs.

adopt the deducticns of cost of insurance and
freight  from  wvalue of non-originating
materials?

Comparison of Percentage criteria calculation methodology
Value Added V. Value of materials

a) Method Based on Value Addition

Direct cost of processing + value of originating material _
Appraised value (ex — factory price) 5

o (]

b) Method Based on Value of Non-Originating Materials

_ vt g
LVC = e x100=75%

Where:
VG LDC Value Content, expressed as a percentage;
EW:  Ex-Works price;

VNM:  Value of Non-Originating Materials that are acquired and used by the preducer in the praduction of the
good,
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Percentage criteria:
Value Added V. Value of materials

o

* The disadvantages of a value-added calculation:

0 1 ‘ = |temization of costs to the single unit of productian, It requires accounting, and
discretion may be used in assessing unit costs,

0 2 \ = Currency fluctuations may affect the results of the calculation.

0 3 ' « Low labor costs‘l'nV LDCS mmay result in low vélue éadé&;nd"msiééd otubéihg é
‘ factor of competitiveness may penalize L.DC producers,

Challenges in the determination of value-added
calculations

The definition of direct processing |
costs is rather complicated: | « Asearch in US Customs Online Search

System (CROSS) reveals a significant number
| n = ltems included in the direct costs of . of requests for rulings and clarifications an

processing opraions: M Wbor, idies | the application of direct cost of processing.
; « See for instance ruling HQ H312424 African

B « llems not included in the direct costs | Growth and Opportunity Act; Ethlopia:
of processing operahons: like profit | '

(metal), mold, research and inspection

footwear; double substantial transformation
and general overhead expenses

.| andvalue-content,
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1. Which PGMs are using a value of materials
criterion? (i)

PGM

European
Union (EBA)
Japan

Canada

Norway
Switzeriand

United
Kingdom

Eurasiacu

1. Which PGMs are using a value of materials
criterion? (ii)

PGM

South Korea

Chile

China

India
Thailand

Chinese Taipei

=

Methodology
Maximum Value of non-
orginatng materals
Maximum Value af non-
osiginating materials
Maximum Value of =an.
Maximum Value of non.
originating materals
Maximum VYalue of non-
orginating matera's

Maximum Value of nan-
onginatng matersis

Maximum Value of nen-
criginating materia's

Numerator

Value of non-
crginating materal

Value af non-
orginating materal
Value af nen-
originating materal

Value af non.
originating materal
Value of non-
orginating matecal

Value of non-
eeginating
malterials

Value af nen-
originating materal

Methadology

Maximum Value af non-
criginating reaterials

Maximum Valug of non-
criginating materals
Caleulatan by subdrachan
of non-criginating materais
Calculatan by subtractan
of non-originating materals

Calculation by subtraction
of nan-orginaling materals

Value sdded by sublraction

Numerator

Value of non-
criginating materal

Value of non-
criginating material

FOB price minus
vale cfnon-

FOB price minus
vaiue of non-
originating materal
FCB price minus.
value of non-
orginating materal
Value of non-
criginating material

Denominator

Ex-works price
FOB price

Ex-‘actary price

Ex-warks prce
Ex-work price
Ex-works price

Ex-warks prece

Denominator

FCB price

FCB price

FOB price

FOB price

FCB Price

FOB price

Levelof
Percentage

Maximum 70%

Maximum 40%

Maximum B0% for
LCCs, BO% with
cumulation

Maximum 70%
T0%

Maximum 75%

Maximum 50%

Level ot
Percentage

Mawmum 80%

Mawrum 50%

Minirmum 40%

Minimum 30%

50%

50%

Compliance with
VoM Criterion
Yes! No

Yes

Yos

Yos

Yos

Yes

Yos

Yos

Compliance with
VoM Criterion
Yes/ No

Yes

Yes

Yes

Yes

Yes

Yos
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2. Which PGMs are not using a value of materials

criterion?
Lévolef Compliance with
PGM Methodology Numerator Denominator P VoM Criterion
e Yes! No
United States Va've added by Costaf matarials Apprasedvaive ofthe  Minimum 35% Na
(GSP} additicn: direct produced in articie at the tirne of
costs of processing  prefarence-receiving  entry into the United
+ value of country plus the direct  States
arigrating materials  costaf pracessing
carriad out thare
United States Same as abavewilh  Same as above Samae as shove Minirmum 35% Na
(AGOA) the exclusion of
text’es and clothing
New Zealand \a'ue added by Costof materials + Ex- factory cost 50% Mo
adddion expendiuras in ather
tlems of Faclary ar
wark costin New
Zealand or LDCs
Australia Value added by "slawable faztory Ex-faclory cast 50% Mo
adddion cost”

Example of best practices used in
US, Australia, New Zealand FTAs

For those PGM that are not yet

adopling idenlified best praclices

the LDCs request lo consider,

according to the Nairobi decision,

the adoption of best

identified that would censist in twe

steps’

a) adoplion of a calculalion based
on value of materials;

b) adaplation of level of

praclices

percenlages 1o specthc
industrial sector and'cr provide
alternative RoO such as CTC
or specific working or
processing operations,

J
|
|

The LDC understands that the methodologies below are those used
in the context of FTAs and not in Unilateral preference programs like
GSP of AGOA., Nevertheless. LDCs calls
consideration,

for a favorable

1a) Bultd-downMetnod  BYC = AV VNN s 100

AV

Whete.

o RVC st moonal wlie canlere, expeessad 4 i peTTenanR,

AV 16 e adpastad value and
WA s e vak of noncaigrraling malenals thal ane acoured and used by the pragucan in e
peadactan of he gacd WINA Joes 0o inchide the vakee ¢ o matenal thal is el prodacad

{1} Build-up Method RVC = MM

AV

Where:
RV s tha rgronal valie cantert, expoessad a8 § percenvams,
AN s e adpistad value and
WO 15 the vl of anginatod matanalks hat are aciued o Safprodiced and used Ly e
pradarar i the peoduchon al the goad
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Adjustments to Value of materials criteria

* The calculation method of the ad valarem criteria suggested by LDCs is based on
adjustments made to the value of non-originating materials permitting the deduction of
insurance and freight costs from the customs value of non-originating materials.

= The deduction of the cost of insurance and freights from the value of non-originating
materials ensures a fair calculation cutting off an exogenous cost depending on the
geographical location of the LOC.

« This method of calculation of the value of materials used in manufacturing may greatly
facilitate compliance with the RoO for LLDCs {16 LDCs}and SIDS (11 LDCs).

3. Which PGMs are adopting or considering to adopt
the deductions of cost of insurance and freight? (i)

Preference Granting | Deductions allowsd Deductions allowsd | Comments
Members {general practice) {LDCs) .

United Kingdom Yes Yes Comply

United States Yes, in FTAs Unclear Need clarification
European Union Unclear Unclear Need clarification
Japan Unclear Unclear Need clarification
Canada Yes, in some FTAs Unclear Need clanfication
Norway Unclear Unclear Need clarification
Switzerland Unclear Unclear Need clarification

New Zealand Yes, in some FTAs Unclear Need clarification
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3. Which PGMs are adopting or considering to adopt
the deductions of cost of insurance and freight? (ii)

Preference Granting Deductions alliowsd | Deductions allowed
Members {general practice) {LDCs)

Australia Yes, in FTAs with US  Unclear Need clarification al the next CRQ
Eurasia CU Unclear Unclear Need clarification at the next CRC
China Unclear Unclear Need clarification al the next CRO
india Unclear Unclear Need clarification at the next CRC
South Korea Unclear Unclear Need clarification at the next CRO
Chinese Taipei Unclear Unclear : Meed clarification al the next CRO
Thailand Unclear Unclear Need clarification at the next CRC

Main issues emerging from identification of best
practices by LDC on adoption of value of materials
calculation

R

= Majority of PGMs are in compliance using a method of calculation based on a value of non-
originating materials.

= Those PGMs still using different value-added methodology percentages are encouraged to
consider modernizing their RoO according to the best practices used in their FTAs,
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Main issues emerging from identification of best
practices by LDC on deduction of cost of insurance
and freight on the value of non-originating materials

= ltis clear from the review of the notifications that the large majority of Preference-granting
members with the notable exception of UK either do not adopt a deduction of cost and/or
have unclear rules on this regard.

» It is therefore necessary to clarify, possibly at this CRO meeting or next which countries
are allowing such deductions precisely where in their legislations and/or if they are not
adopting the reason why not adopting it and if they are considering {o adopt it in the near
future.

« Preference granting members that are adopting such deductions are kindly invited to share
their best practices at the next CRO meeting.

Additional issues and best practices to be considered

» Many PGMs are using the ad valorem percentage across the board with 1) standard level
of percentage for all products and 2} are not providing alternatives PSROs.

= Modern rules of origin contained in FTAs show that the percentage criterion is mostly used
in combination with a CTC and is seldom used as a standalone criterion across the board
for all products.

« The above practice contradicts paragraph 1.5 of Nairobi Decision: Preference-granting
Members are encouraged to offer afternative rufes for the same product,

= Using a single across the board percentage for products may not be commercially viable.

= Best practice is to introduce different percentages according to industrial sectors (see
PPT on level of percentages) and/or alternative PSRO based on other criteria. CTC or
specific warking or pracessing.
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4. Which PGMs are using solely an across the board
percentage criterion with same threshold level for all
products and not alternative PSRO? (i)

Preference Using an across the | Using same level of Using best | Using best
Granting board ad valorem percentage for all | practices in other | practices under
Members percentage with no ‘ products ; praferential 1 RoO for LDCs

alternatives
methods

| arrangements

United States Yes Yes, except textiles and  Yes No
clothing where specific
working of processing is

required
Canada Uses different Yes, except textiles and  Yes Ne
percentages for LDCs clothing where specific
and nen LOCs working of processing i1s
regquiled
Australia Yes Yes Yes No
New Zealand Yes Yes Yes No

4. Which PGMs are using solely an across the board
percentage criterion with same threshold level for all
products? (ii)

Praference Using an across the | Using same level | Using best practices | Using best practices
Gramting board ad valorem of percentage for | in other prafersntial under RoO for LDCs
Members percantage with no all products | arrangements

alternatives metho

Eurasia CU Yes
China Yes
India Yes (India apply an Yes Yes No
additional CTSH
criterion)
South Korea Yes Yes Yes No
Chinese Taipei Yes Yes Yes No
Thailand Yes Yes Yes No

UK NC NC Mostly compliant
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Recommendations and future CRO work (1)

NN

LDCs identified the following best practices and suggest the foliowing actions for next CRG
meeting :

= \Whenever it is used, the level of [ = Motwithstanding the above, in some sectors, other

percentage should be calkulated actording methodslogies such as CTC andior Specilic
n to the LDCs proposal based on a value of a working of processing may be used as aiternatives

materials calculation, to befter refiect the processing stages of the GVCs
and trade faciitation considerations.

Suggested action and agenda item Suggested action and agenda item

*  PGMs maintalming a different calculation may * The LOC presentation on CTC wiil provide uselul
wish to provide concrete examples on how examples of aiternative methodoiogies to define
their different calculalion is working effectively substaniial transformalions for some sectors and
int a conerete LOC firm-fevel case. ; provide suggestion for the way forward,

Recommendations and future CRO work (2)

TeTEs

¢ As emerged from lhe fast CRO, certain administrations » e [l is necessary to cianfy, which PGM are

g like the EU are unciear cn the mechanism and ! alipwing  such  deductions  identify
technicalities on the deduction of the cost of insurance n precisely where in their legislaticns andfor
and freight from the value of non-onginating malterials. Lo {f they are not adopling the reascn why
= As the LDCs pointed out, other administrations like the l i not adopting it and if they are considering |
] US in FTAs and recenlly UK for LDCs have already | Lo adopt it in the near fulure.
i adopted such best praclice. [
, Suggested action and agenda item | Suggested action and agenda item
| i
{ = LDCs suggesfs thaf these latter administrations may - % PGM to present their practices and
wish to share such technicailties and experience during legislation on this issue by not lafer than

next CROS for the benefit of all WTO members. !\ February 2025
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substantial transformation
using Change of Tariff
Classification Criterion
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Delegation {Presenter): Togo-Bangladesh-Senegal

References:

 GIROMGTBARev |, Fodes of angin basad on Achange of tan® classilicatian, Oeratar 2027
* GIROWEZ00 Suiher sebmussan an ks of ongnbased an a change of tan® clasaihcaban - The Case of rokas O onon used by capan, Doobe 2021

Recalling Paragraph 1.2 of the Nairobi Decision

2o

“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;

¢) Introduce, where appropriate, a tolerance allowance so that inputs from the
same heading or sub-heading may be used.”
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Recalling Paragraph 1.4 and 1.5 of 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 stilf 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 rufes.”

Best practices identified

* LDC  group  identified in doc  submissions
GRONW/E4/Rev. 1 of 19 October 2021 and G/ROMIZ08
of QOcfober 2021 that numerous PSRO using a CTC are
nol matehing the best practices as conlained in paragraph
1.2, 1.4 and 1.5 of the Nairabi Decision as foliows:

*  Paragraph 12 {a) and (b) provides that PGMs should be
using a CTC requirament that. “allew for a simple crhange of
tariff heading or change of tarff sub-heading” wih limited
wxcapbians

«  Paragraph 1.2 (¢) provides that PGMs wtroduce “a talerance | or CTSH are WTOQ members using?
allowance so that inputs from the same heading or sub- WWhal kind of exclusion to the simple
g i e CTH CTSH PGMs membe

=  Paragraph 1.4 provides that PGM should aveid combination ) o el e Temhers
of twa af mee orgin erfens fr the same producis e a using?
percentage regurement + 3 CTC

*  Paragraph 1.5 encourage PGM to provide afernatives i, a
percentage raquramertora CTC

Questions about best practices

that have been identified:

1. Which PGMs are using a CTC
requirement that “allow for a simple

change of tariff heading or change of
tariff sub-heading'?

2, How many exclusion to the simple CTH

3. Whal are the best praclices of PERO
using CTC that may be used ?
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1. Which PGMs are using a CTC requirement that: “allow for a simple
change of tariff heading or change of tariff sub-heading”? (i)

oM

Luropean Undon  +
(EBAY

uK

{

Switzariand “
China

Hodia

Applicatiar of simple CTHer CTSH ?

WES, for stme products

Comments
Sample GTH and ST 84 5 used for some praducts but for i

CToepliaree

Litroe number of praducls there are suceptons of diterent
rEi e Suoh &3 CTH wih singke or mubpke exepbons

WES, foo somwe procksts

CTH et HE headngs exéons

CTC wihy HS Chapler eecoplons

GTC o percertage cnsnon

GTH S i colena

LISt mdes anz cortantiog tuilgde eacepnan

- CTH wath srgle or mutliple exceptions

- CTC wth sncle o muliple =S chapter exciusions

- CTG and percentage cutgnun

YIS, for miary procucts

wth respect to L0 and Japan

Froducts cften gt HS chapter losed

Az in the Caze ol ihe EU

N i the case of the EU

YES, 43 altemative (ks o
penectage Colene

Zingde CTH w3 e e a wth oo excepiion
B0 COIENA Prcehedd
Gt iy wsh 1o expkre the urlicduction of PER0 for

ARerniafioe (RN Bre peavdnd 1or e lange maanly of

.

Setirnely detaded and daNcor desonplon of pooduots subged
PERD Pargond HE descophan
Excephons to wirgds STH and CTSH ave relatrsly bovisd

s

specific seclurs (o facikiste comphance with Rod requairements

YES, CTC used o akihon o
Perceriage Crter
130 valug acdtion usng the
sublractian method )

F 0 Comphance as slioide requen st of g vadnren .
pevcentage and STEH
s Simple CTSH 15 the crienia wih no excephinng

Mol i eamghance s thiere are
maitiple lntannn bo simgle CTH ar
CTSH

Atemahive rtena ae provied for
same HS chapees

Nt 111 g amphisnace a6 hen a0
owdlgple lendagions te seapke GTH o
CT5H

Alterrative crtena are HOT provded

for evtire HS chaplers even afvwere
g e for BEN duty-lee
entry

Amost i complince

Fer mare procucts usng a CTSH
Uswg estercuvely abanales Rol

Az L

A L

Frummal corgdien e as fon Cean
Prochacta senphs CTH oe FVE 4093
iy not sutable for LCCy

Hal i canpdanes &3 duubh
R afer et Niseaee 10 L et

1. Which PGMs are using a CTC requirement that: “allow for a simple
change of tariff heading or change of tariff sub-heading”? (i)

oM
Uriteed States .
{ASP and AGOR)

Carada

Hew Zealand .

Auwiralia
EurasianCli

Sauth Korea |*

Chinesa Yaper  «

Thallarsd L

Application of simple CTHOrCTSH?

NO

NQ, ST et psed n GPT
CTS eddensively used 0 FTAS

NO, In FTAs CTC 15 used extensiely as the
e angn crteria for procuct speciic res
OF caupn A0l Aty natrag e A ot

NGO, In FTAS CT0 16 usad ectensenly as s
N GO0 e o product-Spe A rukes
of orcin and aernateae crienia are provaded

NO b wsid in FTae

NO, In FTAS CTC 5 e efenswely asthe

T O COmer i o oo t-Spog e rubes
of erain GTS1s nol wsed
NO, in = Tas LTG 15 used extensiely as the
it enican erteria foe procuct-speefic ribes
of orign STCHS ool used

In FTAs TTC 5wzt eclensrmly as ifwe man
Qo Coleniafoe prochet-sped e rukis of
erian CTC s nol used

Commers

< N FTAS GTG Bused estesrawly

A% Ma@n B4 CA1en o

preduct-specic rules ol ongn

1 PTG GTC G used terdisly

a8 the man ange entend for

prodhuct-speckic rukes of arion

s 0 FTAs CTC i used uxtensivly
asthe mam ongm crlena lor
ekt S pec e Tuked ol orijn

@510 e ongan ¢ tena tar
prochct-sprofic rules of ongn

b FTAs CTE R used eatendively
a5 the wdn anger cotena tar
preduct-specfic rules of orgm

@t maen ango ontena far
redhuct. sprchic rukes nf eoon

< b FTAS TG = used evensvely
a5 the masn g cofens (oo
prochct-specfic ks af copn

b FTAG GTE 16 used esterdily
A5 10wt ongey Crlena lor
procuct-speciic rukes ol orign

W FTAs GTG 6 used peraivedy

W FTAS ST s used estensvely |

Compllarce

« LS trery evsh tn consaer o use of CTC mepeerent tor

SPRCEL InduSINal SECIrs 1o fakate Ccmpbanc o wih
ol requerernents and réroducs abernatren critena

Cangdamay wizh 1o coodider the use of CTE requeiivens

Tor specilic rchced

0 % 10 T AT raygdicns & eath

RoDiequrerments and eirmfuce akesnatre colena

N2 mary wsh o corester e use of ST requrement for
spechic ndusinal sectors in faciklate cormplance weh
Fio) necparements and edrodude abermatta colens

Austvaka may wish 1o consake the use of CTC

fecpaierviend far Spe,

il st 3ctors b ladieate

compliance with Ko requrements anid ntroduce

arernatroe coien

EURASIAN GL miay wash 1o consier e use of simphs

CTC parerment lor specds. whstal oo s fo faciblale

comghance with Rod requrements and introduce

aternatree creni

SK ey foral b Coveiigier the uge ol CTC raqueen s fior
spechc ndusingl sectors o facikate compbance wih
Ratd

e
Chinese Tape may

CTC requerernent for specitic mdustrial sectors to facible

and nirnduce 1

" e rniena
wsh 1o conmidrer the use of Smgie

conpiiance aith Rl magueements and infrocie e

abernateg crtena

Thialand mierg wish (o consuiern the useof savgde CTC

[E R R T

i wwrafnial gactons e ie

comphance with RolY regurements anid mlrodce

abernatres crieni



RD/RO/121

&5 =

2. How many exclusion to the simple CTH or CTSH are WTQO members
using?

__EUICH! Norway

vvvvv : SR e

Coverageby Coverageby Coverageby Coverageby

Rules of origin Stringency criteria

pé chapters  hoadings | chapters  headings
= 1. Manufacture from any heading 0 2 i -] ; 16
- - - e mAR e WL s Sl WAL R i Sl S
@ 2. Simple CTH 2 1 26 | 23
e i |
: 3. CTH wilh one heading exception 2 a7 i 1 { 14
= 4. CTH with exceplions or ad valorem : : !
B percentage 2 - %1 | =
Sl 5. CTH with Multiple exceplions 8 114 ? 0 ; 20 f
ooy QRS T T A i R, MR e e | B e Dk st e e et |
g 6. CTC with one HS chapter exception 4 5 8 7
Ll 7.CTC with multiple chapter exceptions 3 » | ; ﬁ 0
8. CTC with exceptions and ad valarem Fog Ry
+ percentage g J ° 3 ’ «

Sowrce: Auther's calculation
* Tiug calzuiglion cancems on'y products and seclars neluded o the list of pradust-spesific RaO

Updating Annex | of LDC submission
G/RO/W/184 - 2019

s Annex | of the LOC submission contained exampies of product specific ruies of origin (PSRO) adopting the
CTC that are nat in conformity with Mairabi Decision as detailed in the annex )

=  These PSROs have been summarized in comparative fables of products specific rules of crigin ameng EU and
Japan with specific suggeslions of besl praclices in a number of cases. Norway and Switzerland are adopting
the same rules as the EU.

s The follcwing lables {not exhaustive and complele) has been updated with the inserlion of UK PSRO skowing
that PSRO simplification is possible and achievabie.

= The table was assembled tc start a constructive debate that, albeit initiated, has yet to lead o any substantive
debate.

CHRONOLOGY

2018; Submissions G/IRGAN 184 2018 Annex | (EU and Japan)
2021: Revision G/RO/MWI184,Rev 1 Annex | {Japan}

2024: updated Annex i (UK)
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Updated examples of Annex | from LDC submission of 2019

PSRO Comparison Table EU, Japan and UK

EU Japan uK
EHA H8 Chapter < i s % Toch Sugyested B
Description of EBA Japan RoQ UKDCTS elements Practice RoD
P Descriplion of
Product
Chapter 9 M faciune mnw of Tt CTE o BIEOJImj W i this e e Candnd CTT Headng 3 09 Kaoutastuse fieon
o 5 et nde of CTH s CTSH gre ot n nibitnaded  mostenals of
Colfea, :‘m mate  from Headng iC Grushing o grinding wapactud tiers is 3 shpficin mongt fraadunng & ETS‘;-I
and e, rhaterats of wvaton betwsen the EU Goflae not mastad mchisteg tleatng
any Desading Jagmt Tha BU Bad) rannds a1 1 - et Crushiang i grading
rarstyctute o iy hsatkng decatlsnstne Surh nde i
nehduyg the mateond classhadin 39192 - 1ecngrae Hipt
e sdmm Paddog 19 achange of Decifdad - feasting and
tmf simbandarg Crdlse maston racafnating
I the casa of Jagan tha CTH 0831 28 - Mot Mertding cofed s 4
requretent weglides CTEH. Ty decaflsmaten bt
fontanes Yvat thie 2eoCeas of yoasting QN1 22 .. Transfo it
of decafiemating the crfles is n Cecatbvmmead inghater mih ther
subatantial travaanalen uoder the 0531 30 - Cthaey S26CH0 wdtking 21
ELL ades and val unday Jaon sukes pracasany
10 PSR o e Inees] than
EU o it avbioduios apanilie wonhing The Praduct ssenine
o SIBCRsng opemtinas soch g ndes of angm i tire
Mg, Cuabeng o ginding as EllJagan FTA s
g corternng apaahices CTGH, o Ehsrdug

Updated examples of Annex | from LDC submission of 2019

PSRO Comparison Table EU, Japan and UK

o1
EU Japan UK Suggested
ERA HS Chaptar Japan HS Chagter S Techmcal o W8REERE
Deactiption of EBA Descripion of  Japan RoO UK OCTS elemends ractice
Produet ! RoG
Chapter 16 L o Preg of et of fish o of O asenst QTG requeraaty gre b axcnaing The mangbasture of & ctange fo
Prooseations of mapt — 1900 malanals ol oy Ctstaceans, meluacs o el guatis.  Thaster 2 and 1 1he General CTH and CTSH aathiy  procesiedd foodata! headngs 1500
of ety vr ot handitg excopt et inced ateaies oxchtle amuher of HS chapters  dam ngeetbente  thiough 1S dam
Cnmtaceins, malace SR meat otal of ) Cortasng lege thar Mamdactived clasafng matunals that e tha should W affy ot Chaster
at Hiee e Chpvster 2 el moaworaals 30 Sy gt ot a Trod Sniducts ey crenpanerty af the protkicts  consuderstl v E-Smgparn:
innsrlabyates of Chagar 16 ottivngd  meal e edinle meat ottt thaws ol chiagter 15 19 fiv canned grosducts subatantal FTag
Yam soeat and akbde afid of bxdre atemate  of Chaster | 2 e tuna and sausimges thi ades Ysmisfonation it
maat ol of Chater 2, athar thiw amtemnd 36 1 roparas Hrat the i el the mest oy moeseadky 3 Such mby wouht
and agAlG and tatgues o 13 ate sty otanad inthe case of the damandng M@z that
whigh ol {he Ieonamnng ncaj and EL dapon s UK I the e of  vrkonteed opeestion ey o
watenals of Chusctir 1 cottle Bish and squinl dapdes tha Gecliauene aa o 0o dacan descian  sEdaatinng Yam
ok sreatentde of Uhagter  (Conliafeng ice) ancirpassag wooe ey axchyle the of sodocts suspet sty soducts. i
15 otanad o fah arsd (resiwat o pravened) uge net goly of meat but dse of b 10 8% P3SI 2 sulvtantal
fustanamrs woics Gt thiel thase sl ararmals of chapter 1 bt ddtan. (he 18 comrples transbnmatian
it ohbver 3T rtight tordgaters fest Rl of dnzan alsn eschibes the
wtateiadas of Chaglar 3 uva of aibar evigadents that Cia ba
e ara whally pstaned 2 Othar Tt tnadd uwad to prapare foshed sroducts. ol

Chagtur 16 wuch a5 1eo [HS 1]
corands (M5 17, povstey prodicts of M3
ahaptar 18at

ot podicts
Aths Thae thasa
ol Cimster 12,
1516
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Updated examples of Annex | from LDC submission of 2019
PSRO Comparison Table EU, Japan and UK

EU Japan uK
EBAHS Japan HS Suggested
Technical
Chapter EBA Chapler Japan Rod uK Commenis Mesots Best Praclice
Cescripton Descrippon ot DCTS RoO
of Product Product
Chapter 19 Manutachue hoe matenads ol 19,60 Marsbactred o LFH Bebh e by fhe B4 and Jpoan ave gowy te The compiance S chags to
Prgcovatony sy headog, ascect that of the {1 W ewtvat pooduta wha thas Septnd e garsaial semangent of CTH and CTSH wih duch ndes  fwadags 1901
af varayis. promyet inwhich thans of Chaptar 38 v they ate wthar eting snstior avclprbng the yse ragqunng ot fn  theoagh 1905 fine
flaix staih o — e anght o the matenads 110013 of anwnbar of mgadants thal wa the asaental  use pamitn of Aoy ethad Chaplar
. of Ghapters 2 1 andd 16 used companarts of prodiscts of choper 19 ingredenty or fod 2 OTH
satrveocky  BReh 03 excaed F0 % ofthe  19.0% Wamtactured fio 10 1ha £ase of tha U the nde sedusres tobmil the  use e at i The s would
sroducts wangft of the fo st ad 121 Food protzts athee than use & of nenangnaing ceat wd Ssh am dfcutte  recogrizs that the
— e et of the matensls  PSpatEiog thess of Thagar 4. srespeations cinsabed n S 36 3 whest and stteerister making of zasia
of heathegs 1005 and 1101 10 Sortammgmate T 30 1w 10 faws (HS 110110 41 0B praparations o) n2a HE (apnng graducts and other
190 yrad doss not evosed 2 Han 35% Ly et Wkt wheat, and g suchinticated  proshicts of
%ol the waght of the fued o e gronts Ine i case ol Jizan, the ralas e ukh e ALY chastes 19
pootiact and mman il patets of desmning unce they re escindng stagether ihe techraques prodsets kam
e ke idridid) aighe of e At vt usd of non-hgnatig matetas daasifed 0 eotes MSKESnLICS  pasang geducti
wogar (1 and of the =atsngly B Saeby. stoweh o ctaphery of fh HEY 75 datrelact 0 the nde bn the oy nnl pansese of oibar chasters
of Chaptar 4 used dpssamot S0y SO VDAl sprode heatings 13 007 bs 13 05 tp goeourting o heatings inn
wxcaad 40 % of e worg of  therest ewsiuang Tioa stactice by Japan 13 aasign ¥t mls o wxzemi subatlanal
1ha Sl produrt ang cabasmined drd 4 agn wikhtn 3 bendng co the 2asim of devonstiong ragursd te temriemation
e i 010 CoMZaIed waight ol ¥nd uzed s miant 1k ate net ook the HE i inthe case o coviply aith suzh
sugsr (1} and the matensis of S0d ot dwictic nexding 19 07, 15 quile dficist o acanster 1 rubes
Chacter 4 uaed does ot Parphss o aaty il £ wguns a double execiae ol 1icasefang
wepmed 14 % of the waght of  tomlamng stawh’ goatds to apoly the comsd ongn ragunament o
$nal gaduct Z{ comely eith the acphcath aabes of cagio

U CTH nde 15 5y fae mare Shard

Updated examples of Annex | from LDC submission of 2019
PSRO Comparison Table EU, Japan and UK

Eu Japan UK
sk - S Technical Suggested Best
Descript EBA I i o Japan RoO UKDCTS slements  Practice RoD
of Praduct Product
Heading  Maoutaclure noaheh the Inal, M GTH Tre EU rules ooly place 3 imdalion on A thanoes lu a oood
2008 vaiie of ¥l e mateeis of  nuls rislpew and products ciier ihan he use of sugar of thaones 17 Tre o headng 30 08
Vegstatics, Chapler 17 used doesnol  siher gars of Ihose of Chapler 7 & Jupan née exchades e use of Insls and Lomary e
sur puls | 65660 30 % ofIhe exanrks piaes praseved 512 1T z0 vepenses ciasafied n chapoes 7 and 8 chapter ar CTH
*ur-paetang Free ol the cenduzs By sugar draned and otmer HS thaoners s destribed 1 Suzh rule wouid oe
s pas ol pacso the rule Tres Jepars rule 3 lar ssceeding sncogrvaed as
anis zrysiaised) any recueresment of subssacaal subszaral
resenved by Irsnsfonmalion snce £ requieas thal 3t AN ML T
cugar manerias e orignalng aimast 3 process lmakng of
satanng gresdents e oognaling products of headng
(2aie oF L¥ PSR 5 luf compiisnce 006 Irom pomayy
ryRabs; praducss of chapne:
7 3 B using non.
orgnaling sy of

chaplsr*7?
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Updated examples of Annex | from LDC submission of 2019
PSRO Comparison Table EU, Japan and UK

EU Jagan UK
(E:E':;: J;:lﬁ HS e Technical Suggested Best
Deser [3:0 st d.‘“" ot Japan RoO UKDCTS elements  Praclice RoO
of Praduct Product
Heading Riswstaciure from maesyis  Widures of |, Manufaclurediromr  CTSH o T3% BOt rules uncer ELU and Jaoon ane Producls ol & charoe (g oood
1342 alary headng woend Tt ciaoinros prochcts eiher han Maetided reQATNG N Accthon o CTO At CTH  Pesaing 3302 of heading 2,02
Esannliyl oz TR prodUCt Howewe subalinees st Ihese of hading BN, Tl o e A a0 wanrem percantane e usuaty  eaugh
a0 resioids T of e same mislures (nchsdng 33 02 provided ek crbenn cotamed by 308 Ice any clhe
cecfumery Mg as T producl ray akshole sohouns) he ke of non. Tive Japian ruie (s mone sesticlee sece ©rtong o Peadng or CTEH
Cosmalic gr b used, provided that mesr  wilh & bass of ooe crgnasng producs recuires A cumulyive rpquremersand  delbecale  orkiation (EXN
ekt fotalvaine duss nolewceed  ormoes of these  used does not 2sceed sach requremanl s more resTICiies T COMDoOerts
reparangns 20 % ol exoorks price of smibslinees ofa 0 % of e ke af umiter e EL rules | e g specic and
cooplior e peuduce knd used as caw (e produces restncvon onusng headng 17 08 and . petertages
or maseris (n o Seeshoi] 0% of WIOM o aiher
Manutaciure voatich the  nchslny, o T L PER0 1 e mare il as il pewmary
N of ) e M preparations Jrorasches Sor CTSH o TI0 of WHONMEAA . malensals of
nged dues oot wiceed O Lasedon comgkance heackng 3300
ol e ex-works pree of e odonierous
pracuct savilances, ota
hnd uzed for the
marstaciure of
Leveraes

Updated examples of Annex | from LDC submission of 2019

PSRO Comparison Table EU, Japan and UK

EU Jupan UK
—— o amoing e Technical Suggested Bost
EBA Japan RoO UKDCTS elements  Practice Rod

Descripton Descripbon of
of Product Product
Heading  Macdictue foo matenads of Casis bands Rlacetacturest fon CTH w ™% by e G te EL ks magunas aCTH Heakng 44 18 Saebly of 4tanes
4418 pery Hearhng, ancent that of fhe vate fune i other eoryets ither than Plaatlom (£ or ot adoeamm parcantags registement af imiesticied to arcampanied oy
Coshy, towrels, ot o Manifac g i L4, coodiacts  vhaga of Beaday 43 16 TO% The CTH rgueamants twans that  aoodicts of 1 -:allm O a8 e
V%, baba and whuch tha walie of ol the ol ks eeesod, o wecluang sl of pumarishy of ataws mio Sarrsle o e coupare trarke fusstang apsrtivns
PTp— nummf e dhres pal it anchiding waod (AN S onipn Canfianng  Thas _lm ol adtematia Tha headeg  such a5 Fimng
sroducts ang To0ed ) % of the evamss sty kg nere ncioet st comky eath the P ad aalyreee wsncwers  stocping,
vty fthemgt  PE® o the pioduct surtyee of which hias parcertags In the tyee of Jacan the nie sty of HrEregratng
of wavd, Buaen advan a1 wian suchiaded all santa of Savali o HE 4516 anch af paafhifey alanng o
inchihog s o Inast oove eschdany stwan of wood s fusther testhng wawrnishereg
Hhwes il suface of See Bl o e e 10 bath Cones tha ndes 4416 18 vara

winetr s semn wopsne avarthy stnngent s aking tartels it thees 1 v

tutabisuly Saan Yo sbass b oa it Goonped LT0 pasach

wach of wheett hay nat sanubartunitg neecsian wehm the

badn widked athar L8 CTH rula doas et racaguae asaenly hwadng

Wan aaany) of alinws (124 bandd as cga conlinng

Jrd T4% STON oy be anatemstne
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Updated examples of Annex | from LDC submission of 2019
PSRO Comparison Table EU, Japan and UK

EU Japan UK
H H
g::p:' J;pmms Commnents Technical Suggested Best
Deseri EBA Deseri of Japan RoO UKDCTS elements  Practice RoD
of Product Product
Heading  Sownng of vatival Sbhas o0 Cattoa yam jdhee  Manalactund froo TSR 40 FE% b e Sl the BL S 500 g 4 CTE but  Maadng 5207 CTSH @ T8%
52407 wetiuman of manoade fites  than sewng theend] cheman pgrduzts, MOl A speci woreing o potassing speestiong s camansed affdachiON X
Yo and acoemsangd by &Ianarsg ot 10t netin) saba Sam peadets of BN ®aAng 10 tarry Gof the Sjemny @l e tan
il tandang 47 410 extiision Tha jazpe milay requres tht g sushendangy
criton md up 4704, o Yam natiaat iatden fites a6 t0l canid o comed SN 4D
foe tetad sale tetde Shoan man serd adchtacrally not to use wood pudpsr  comimnng
made singls Spres o nther pafulose mafengis chysshed o 45% o1 mome
texthe Sne waste tadng AT Q116 47 08 Thes fater sme o Ly wesgt ot
nather sardsd st CTC rubs apzears 1o 56 an additionst suton
conzed wasenent of elanidstary comcianty 707 30 athed

The L oule sz CTHH or 73 Max OW
nRanng that manulacture van fo el
sabe fom yam v by (s an arge
carfenisy apaiadion

Updated examples of Annex | from LDC submission of 2019

PSRO Comparison Table EU, Japan and UK

BU Japan UK
sl s astiog Technical Su
gpested Bast
Chapter Chapter Comments
Descri EBA Descripion of Japan ReO UKDCTS alements  Practice RoO
of Product Product

Chapber 64 Manaticture fron matenas ! Foaleaar gisters  Manlactare frion CTH o 738 The BU rules 16 rather Genal sinne st alows Fats of shoas CTH o T3%
Fatweat oy fearing avcact hom st it dhos, sovts of praviacts other thas Mabiom [EXW) nCTH, oty ectisteng the oo of sovtrular e cismefed  Blawbiom (B

ganters and 1he asamthes of upters afuend  sudh aticles aacecttbase of the it pans of shows that ane assebius of wuades Paadey
ltew parin gf D nnee soles or fn gther sals oy tanf heatkng uspets affvad toineee soles of other sgls G406 thatrs
auch atchs  SOMSens of baading 6408 Ieachading taadsg Carteeosis Ths teans that 48 ot futirr

avcest by a3 1] of the odhe ports of shoas con be used o sssemiie  sundaded o1 6

stinen inthe cass of Jagon, the uoe of neatings
HENGrgeiang Ziets of ahevs Gt

aigeard 9% & axciytied 3t matennis

tlarasifed o buidng G438

L PSR v gl coenepiianca
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Updated examples of Annex | from LDC submission of 2019
PSRO Comparison Table EU, Japan and UK

LNy

EU Japan UK

EBAHS Japan HS

Chapter Chagpler Comineiie Technical Suggested Best
Descriptk EBA Descri of Japan Ro0 UKDCTS elements  Practice RoD
of Praduct Product
Heading  Manubictam oo mgats o dagoa shaces ad Marnutaoumd fion CTH o TSN Lhobet theis ELS ndes tha CTC wogianid tha CTH o T5% WHON
1216 hfter pomary farms ar wattinn of oo o protirts other than WO mantactursrg of pogles shape and
Fld roted surmSrashed watanads of reasvaley steal thags o headny 7247 Sactions fam tao apaclc headiey, nanaly
croducts s PPN TG o TNY RFR) 2 {gtel o1 AT jyem friched
ard tads padicts oktiatnd Ly bat by o forgag

mgainl in the cana of Joem (he sams
ndes e sxciring moducts of headay
TIOT The nde fa niva rastictm ae
mamns that the sracese of wling ingis s
sarm-Snushang seoducts of Peadang 70T
fim b b rarsrd st LOCy

L PERDCTH doas oot ancludas any
handang and arroduce diemtie TEVHOR

anylas. ahapas
and sechins ot
wmn o nan-
aley stadd

Updated examples of Annex | from LDC submission of 2019

PSRO Comparison Table EU, Japan and UK

EV Jdapan UK
EBAHS Japan HS
Chapter s p S Yechnical Suggested Best
Des - EBA Description of Japan RoO UKDCTS slements  Pracice RoD
of Product Product
Chapter 84,  Maafactues Sam vatanake Daclear ieacions, Change of T CTH o 3% The EU rubis of ongn aa alrdwidy mdee Chaptae B4 e Cran the comgleedy
chaytar iln al gy hearkrag, ascer that boders, marhitery  Handng (CTH) taatiam (EXWV) berient thoe it dnsmiese sata thay llaw o camebex HS of the chipstes
Huckia oactars 21 Iha praduct & el el Chsactggs of 108 badadary o to (sl ad chagees wth  inchidng Zeodocts of
Seitery, (andnctire o osdich the  mophances, ats amhaee M ol WHOM AT hogtrg 2 thfeart nature The
sachinany avd VR of A 16 matedals  Shareat ecagt tor The Jazaricse muba formadly comzhe witl the and fhe HS LI WTO godus wll
wectanial unad doan viot eccoed 7l Y parmgrach 2 7 of the Mawrome Hawser, fims nat et table 3 propasal 31
aphancas pans of thw ex-amtbs prce of the groen the natuze of the HS thers are n convenwed f31 I stape
theraed, aycept  Soduct sands of taadang whieie a CTH de acgliad ulas of migh
for wross the chapter 1o comtenrtutie and  Seooses

darmandang fos an exangle faw would
rasan 1t the ansestbly af pants of (e
Jats o Dkat oo at farbed dopoas
of furte ot and rocket e of 34 12 s
A st astooration Haesn a
CTH ruld dods ni8 vesuute such camshin
[FOCSnEEE B oY ey

L84 i 1s formaily m comebns pot the
Lomekiaty of Chagtar 34 Cadl fod laahar
eflactions
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PSRO Comparison Table EU, Japan and UK

EU
EBAHS
c"‘!”"m EBA
of Product

chw 85, Masdaotm fio
e ey mytennls of zry eegring,
Electicad Sacape it of the Daduct
mathmery grg O Minfachies matich
oqupent and 1 wakie ot dllthe
parts thecest matenis used szes ot
seund meders  Sxosed 7 5 of the ax-
and watha price of tha prashct
[CEE A
felevsian nnaps
and seund
heordics g
[ T
ik pans ans
neranstenes of
suth amgles;
wxpapt foe

Japan
Japan HS

Chaptes
Descriptonof  J8P3n RO

Product
Enctical Maifactaed Yom
machnery wd groducts provded
St ad that the vdus o g
sts thareat anguating eodunts
aound oottty used of i dferant
3nd copratitars taefl hepting fiom
tolwanann emage  that of the seducts
aned avind doas not excead 49
razgriery, grvd “oof the vaius of the
tapedeouis and  Dedcls and e
sorty mnd iy of mon-
acieasans ol argiatng padicts
such arilan unard of 1he sams

st baadiiy 35 that
aof tha prachact does
nok awceed § % of fhe
vl of the sodicis
1 2ing rat tiear why
auch atingant wik
whils the enaty of
ihaptes 35 is NFH
fies

UK
UKDCTS

CTHor 5%
Mastiom
B

Commants

16 e Las« of Jasas, the Samad CTC
rude s CTH ant CTEH 15 0ot tespacted
e thare (5 an addtiond ragesamarn
that the moteryl ciasuded n wncther
heading mi 10 cacasd d0% VRO The
GTS nies of Japan 12 piacny 3 bdation
an the uzs of noncagratng molenss
chasafiad inathar nadng of 40% ofthe
vl of the frushedt proture ¥ the
enttént 0 Such wde the 5% allewance of
noneongnaten matensis clasead o the
e ligadng dowd not iRIRe 1he nde
Ths E1 ndns of angn ate svngsly more
Tenife Ihin the Japarass suose iy
abow Change ol tan¥ headingl wth a
genecst talarnce ngle of up to 15% slthe
walu of the soduct) o 10 8H ad
valtoam T4 of VAR

UK rule 15 tarmaly in conplance yat the
compecty of chacter 85 cal for fathee
alecinng

Technical
elements

Chagtar 85 4
3 comsisx.
HE chagar
wih 87
iwadiog s
the HS s
nrk Tean
conganed R
miss af
g
RETDIeS

Suggested Best
Practice RoO

Tinén the
vomzlenty of the
chiacter achidng
poatusts of 3
a¥aract naun The
LG WD group
vl tavie 3 prapae
i a Gt atags

Updated examples of Annex | from LDC submission of 2019

PSRO Comparison Table EU, Japan and UK

EBAHS
Chapter
3 EBA

Description
of Product
Heading Watsdactur i whach the
er12 watie of dithe sxtasialy
PForyrles wsed daws et ancwad 13

” S af the wee ates prce

of the cesduct

Japan HS
Chapler

DCescripton of
Product

Bytks

Japan

Japan RoO

Manulactiesd tom
Fmdicts preaded
that the vl of nger.
angmping produsts
used of 1ha difiract
twrft handmg from
that ol the praducts.
Atz et exceud 40
S of the il of the
arducts and the
b of son-
arguaing madts
s of the s
tanfl haadig as that
ol tha pradudt doas
net avcesd § % of the
vl of the Zindetts

UK

UKDCTS

CTH or 7a%
Fartiom
{EXA

Comments

It thes case the EU f uet usng tha 7T
et an atl wglgte percentage totenon of
D EVHIIAL I the Cike of Bapan the
Ganerd CTC rule of CTH are (TSH =
e fassectnd SaeCa thind is an

Ardtipny mqueemant thod the mabenat
clansfier in ansther hesgng rof 1n
Gaend S0 WHIRL This desais that
ports of swyche tingubed n bandery

AT 1 gan e usad up 1040 A VIR in
thee ese o Japan and 0% o the cwse of
thee BU Tha Janthar praasicn of Japan o
afowng ey vingeled inthe saee
Beadng wo e 3 8 ol thavabee of the
soducis deas oot sgificantly ibdice &
ravmctres nie

UK FSAD & 0 Wil camgiancs

Yechnical
elements

Chagte B i
3 amslay
HS chaghar
win &7
headog ad
the 15 hos
ok sean
conzaned B
b gf
anga
swneses

Suggested Best
Practice RoD

CTH at 78%
Wastlo (EX) o
pacasang ode
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Summary of the comparison of use of CTC with best
practices of Nairobi decision of selected PGMs

e

*  The CTC rules st mastly applied by EU, Marway, Japan, Swilzeracd and UK
= EU, Norway, and Swilzerland:

o Trems nave hean sigedicant postive chaegas i the B ries of angn’ faikesing e mam of the B ales of angim o 2017 2hat hawa alsa baen
adaptad by Worey and Swilzeraod

Hlerevar, 109 Compansen soaws Inat
s and DESE prachices: i ide i

= Japan:
Nkarakzed the nies of oagn foe chapie 61 Garneres, kmilled o crocheted i @115

o Tha compansan shows Ihal Japan P&X “Eulling 1w mos! ComphCated aed dilicut 1o agpde aki due 1o ae extremaly datakd desaiphae
af adibicaal PERCH e bavand S Qb

o savaral stape shoukl Be asdeonlan ta adapt DEst o ity wilh Ranrols Dacisioonas dalitded in hes poesanaton

= UK: The comparison shows that UK PSRO sets a new berchmars in many HG chapiers and headings showing that complance
with Nalrebi desisian and bast practces s passibleand feasib'e apening new frad g appertunibes 1o LDC

= India and China are applying a CTH ru'e as altermnative n the case of China or in conjunction with an ad valorem percertage n
the case of India

= |ndiais not complying with best praciices as it requres a combination of requirements,

e Chira s oovited fo adopl FERO ‘or same spesfic sesiors 1o lake oo sccount riarend technical limitation resuting frem 1he
ataroative applicatan of CTH e ad valaram percentage rule

by in agra-pracessng and oter sectars naed futhes improvamenly @ camply yaln bamats

o e,

T Ea WO docunied |

ol Howernibies 2015 Chakenges Taced by LTG0 Complyng vttt profarental ndes of angen uidor oreldtinal s lwongs”

Which PGMs have introduced best practices including “a tolerance allowance so that
inputs from the same heading or sub-heading may be used"? (i}
Paragraph 1.2 (¢} of Nalrobi Decision

R SRS

g

Application of
PGM tolerance Comments
allowance?
= 155 Of e wesght of T peoduct far products Telbog withen Chapters 2 and 4 1o 24 o the Harraneed
European Union Systerm, othar fan processad fishary products of Chapler 16
{EBA} Yas 155 of (he anwarks pnce of (he p(agi:;z Toe athes products, escepl o praducts faling within l::hnal_t«:‘.
£ 10 £3 of the Harmamaad Sysam. far wesh the toieranoas marhonad in hates © and 7 of Part of
Ao 138 shal apply
United States [GSF) Mot applicable = Wal applcalbie
Unsted States |[AGOA]  Notapplicable +  Tahe lther anabezad i the casa of lexhi and cloting
= Wanaogieanng maleials wad o he poduchion of a pacd classilied undar Chapter 50 thiough 63 al
the Harmamzad Systam thal da ot sahisty an appleable il lor the good stall he disragarded,

Japan You provickzd hal T tolaity of Such oa.crinaling mate s doas not excead 10 parcant in weght al te
frales]

Canada Mat applicable +  Tabe ther gnated mhe ciasa of textila and clething

Norway Yes = Asinihe case of the EU

< 1 Nea-cenynating marenals wheen, aoraring i coniifices Set ouk in e fahks o Part 2 and Fait 3

o Schadie 1 ace n t be used in the mamfaciue o the qoads may nensiiess be used gooided
thatda i refatan logoads faling within any of Chaglers 2 and 4 to 24 excapt pracessed fishary goods
inailioved o Chaptes 16t net weghl of T noo-onanaling matenak does o excead 15% of the

e =¥ et wesght af e gaods,

«hEroelation ta goads f whesh subparagranh 1a) does nal apale excenl goads taliog soliin any of
Chaples 506 63 1o wlich the alowancas maolionsd in ates 4 and Sal Pat 1 of Schedue 1 apply,
the il walue of e noaecagnating materials doats nee arcaed (5% al e axwatss pace af the
s (Cjihe percentas far the madnin cantent of nonangieatng matenaks  relatan (0 the gaods
3 speafiad intha tablkes in Fart 2 and Pat 3 af Schedula 11500l exceadad
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Which PGMs have introduced best practices including “a tolerance allowance so that
inputs from the same heading or sub-heading may be used’? {ii)

Paragraph 1.2 {c) of

PGM

Switzerland
New Zeatand
Austrais
Eurasian CU

China

South Korea

Chinese Taipes
Thailand

Application of
tolerance
allowance?

Yes

Nat applicable
Not applicable
Not applicable

To be clarified as
transiation is not clear

NO

Mot applicable
Not applicable
Mot applicable

Nairobi Decision

T ST S S SR D

Comments

Asnihe case of EU

For ongnal gaods manslactred o processed wilh matenals of ron laveosd rasar, o the nae.
ceignal matenas asad in e prodnan process oa nal curleem ta e proasions of the fiest
paragraph af #vs articke, L il fe vansaction pice of he nanangical maferals datermnad o
acoardanca wlk Ihe Cusloms valiahion Agreament does mal excoed 1% of the pice af the
2004 a0l camplas wih ather applicabib voasions of thess measuras, the goods shal il be
reganded as angiral gooads al Fe tavarad nahon

Wa referance inthe pOGCAlIca 10 be darnlied

Which PGM have avoided “a combination of two or more criteria for the same product"?
Paragraph 1.4 of Nairobl Decision

PGM

India

European Union
[{EBA), Norway and
Switzerland

Japan

All other preference
grantingmembers

Application of a
combination oftwo
oF more criteria?

Yes, for
ALL products

Yes, for some
products

Yes, for many
products and at
times entire
chapters

Not usinga
combination of
Griteria

Compliance

NO. The generai rve of origin applicable 1o all preducts requires to fulfdl a
percentage ANC a CTC 21 sudgit leve!

NO. In a number of PSRCs. especialy in the agr-processed seciors there are a
number of mutiple requirements for the same pradust.

NQ. The use of multiple requirement for the same preducts s quite widespread
coverng entra HS chapters
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Which Preference-granting Members are "offering alternative rules for the same
product™?
Paragraph 1.5 of Nairobi Decision

PGM m:;inganﬂnauve Comments
The gareral rie of org = pravde for twe d¥farent ReC spplicable 1o &0 preducts
requires to fufila percentage CR a CTC at heading ‘eval,
S TS Yet such across the board alternative RoD may be further refined by rireducten of
lerient FSRCsin some seciors.
fé‘;:f:?r::io:“ d Yes, tor some in & number of PSRCs even al chapler level these prefaerce granting courtrias
Swllzérland v products are offering alternatve rules.
Japan Yes Mo aternative found.
Yes, far many
UK products CTCwih or  The mast corman & the wse of CTC ar CTSH n combnation wih 8 MaxNOM of
75% MaxNOM 75%.
(EXW).
All other preference HONE HONE

grantingmembers

Findings and Recommendations to adopt best practices in
CTC in conformity with best practices and Nairobi Decision

“  Issues 1o be considered to bBring into conformity with the paragraph 1.2, 1.4 and 1.5 of the Naroin
Decisions the current use af the CTC criterion by the PGM using CTC as main methadolagy:

1

The exceptions to the general rules of CTH and CTSH are the norm rather than the exception for the
CTC group.

Far inslarce, the rules of ang o af Japan pravdes for CTH as 8 general «ue, howevar lhere are 26 pages of exseptions' 1o
such geraral ru'e covering the majority aftre HS chapters and at tme entire HS chaptars;

The exceptions to the general rules of CTH and CTSH are by far much stricter than the general rules
going beyond any cenceivable requirement for substantial transformation and as such they are not
justifiable

In some caseas, the same Preference-granting Members have adopted more lenient rules of origin for
the same products under FTAs that they have negoliated with other partners and/or there are existing
besl praclices under other FTAs on how subslantial transformation could be achieved adopting less
siringent requirements

The new UK PSRO are, in many cases, an example of best practices that PGM may wish to consider to
adopt,

" Eav el of Japan Meestey of Foooden Maes A Do e 003 Gogietie s Q0DETTRET pt
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Findings and Recommendations to adopt best practices in
CTC in conformity with best practices and Nairobi Decision

AT

Issues to be considered to bring inte conformity with the paragraph 1.2, 1.4 and 1.5 of the Nairobi
Decision the current use of the CTC eriterion by the PGM using ad valorem percentage criteria as main
methodology:

1. Consider the adoption of CTC products specific rules of origin for certain sectors

= An across-the-board percentage critera for all preducts does not adequately take into account the diversity of goods. An
example of 2 semple STH for focdstul! of chapter 18 may be esser o comply while ensurng that substantal fransformation
nas laven place

2. ARternative rules should be provided according to paragraph 1.5 of Nairabi decision

3. The new UK PSRO are, in many cases, an example of best practices that PGM may wish to consider lo
adopt

" Eaw webs8e of Japan Mevstry of Forearn AYaes & Vs M 08 00 i e D00n7 IS T 6t

Recommendations and way forward

This presentation cutlines a number of product specific rules of origin of the EU, Japan, Norway, Swilzeriand
that are gaing beyond the concept of substantial transformation and are net in conformity with best practices
and the Nairobi Decision,

in addilion, this presentation highlights that India is adopling a carmbined requirement not in conformity with
paragraph 1.4 and the China alternative requirements may be further refined. Both countries may wish io draw
from the best praclices used by UK as idenlified in this presenlation.

The revised presentation of annex | contains specific proposais on how EU, Swilzerlarnd, Norway and Japan
may comply with the Nairobi Decision and invite these countries to engage in bilatera! discussicns,

In a similar vein, the revised presentation of annex 1 provides a series of besl practices thal may be used by
India and China o improve their RoO

Cther PGM not using CTC may alsc consider adoption of FSROs based on CTC and aliernative criteria

The LOC will further develop annex ! lo provide further examples of best practices and engage in bilaleral
discussions.

The resuits of the bilateral’plurilateral discussions widl be reparted to the CRO far further consideration,






