Appendix 3

United States Customs Service rules on the GSP in the Code of Federal Regulations

Code of Federal Regulations - Title 19: Customs Duties (December 2005) !

TITLE 19 - CUSTOMS DUTIES

CHAPTER 1 - BUREAU OF CUSTOMS AND BORDER PROTECTION, DEPARTMENT OF
HOMELAND SECURITY; DEPARTMENT OF THE TREASURY

PART 10 - ARTICLES CONDITIONALLY FREE, SUBJECT TO A REDUCED RATE, ETC.
subpart a - GENERAL PROVISIONS
10.171 - General.

(a) Statutory authority. Title V of the Trade Act of 1974 as amended (19 U.S.C. 24612467) authorizes the
President to establish a Generalized System of Preferences (GSP) to provide duty-free treatment for eligible
articles imported directly from designated beneficiary developing countries. Beneficiary developing
countries and articles eligible for duty-free treatment are designated by the President by Executive order in
accordance with sections 502(a)(1) and 503(a) of the Trade Act of 1974 as amended (19 U.S.C. 2462(a)(1),
2463(a)).

(b) Country defined. For purposes of 10.171 through 10.178, except as otherwise provided in 10.176(a), the
term country means any foreign country, any overseas dependent territory or possession of a foreign
country, or the Trust Territory of the Pacific Islands. In the case of an association of countries which is a
free trade area or customs union or which is contributing to comprehensive regional economic integration
among its members through appropriate means, including but not limited to, the reduction of duties, the
President may by Executive order provide that all members of such association other than members which
are barred from designation under section 502(b) of the Trade Act of 1974 (19 U.S.C. 2462(b)) shall be
treated as one country for purposes of 10.171 through 10.178.

subpart a - GENERAL PROVISIONS
10.172 - Claim for exemption from duty under the Generalized System of Preferences.

A claim for an exemption from duty on the ground that the Generalized System of Preferences applies shall
be allowed by the port director only if he is satisfied that the requirements set forth in this section and
10.173 through 10.178 have been met. If duty-free treatment is claimed at the time of entry, a written claim
shall be filed on the entry document by placing the symbol A as a prefix to the subheading of the
Harmonized Tariff Schedule of the United States for each article for which such treatment is claimed.

10.173 - Evidence of country of origin.

(a) Shipments covered by a formal entry (1) Merchandise not wholly the growth, product, or manufacture
of a beneficiary developing country. (i) Declaration. In a case involving merchandise covered by a formal
entry which is not wholly the growth, product, or manufacture of a single beneficiary developing country,
the exporter of the merchandise or other appropriate party having knowledge of the relevant facts shall be
prepared to submit directly to the port director, upon request, a declaration setting forth all pertinent
detailed information concerning the production or manufacture of the merchandise. When requested by the
port director, the declaration shall be prepared in substantially the following form: GSP DECLARATION

! From http://cfr.vlex.com/vid/19649350
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GSP DECLARATION

L (name), hereby declare that the
articles described below were produced or manufactured in (country) by means of
processing operations performed in that country as set forth below and were also subjected to processing
operations in the other country or countries which are members of the same association of countries as set
forth below and incorporate materials produced in the country named above or in any other country or

countries which are members of the same
association of countries as set forth below:

Processing operations performed on | Materials produced in a beneficiary
articles developing country or members of
the same association
Number and date | Description of Description of Direct costs of Description of Cost or value of
if invoices articles and processing processing material, material
quantity operations and operations production
country of process and
processing country of
production
Date
Address
Signature
Title

(i1) Retention of records and submission of declaration. The information necessary for preparation of the
declaration shall be retained in the files of the party responsible for its preparation and submission for a
period of 5 years. In the event that the port director requests submission of the declaration during the 5-year
period, it shall be submitted by the appropriate party directly to the port director within 60 days of the date
of the request or such additional period as the port director may allow for good cause shown. Failure to
submit the declaration in a timely fashion will result in a denial of duty-free treatment.
(2) Merchandise wholly the growth, product, or manufacture of a beneficiary developing country. In a case
involving merchandise covered by a formal entry which is wholly the growth, product, or manufacture of a
single beneficiary developing country, a statement to that effect shall be included on the commercial
invoice provided to Customs.

(b) Shipments covered by an informal entry. Although the filing of the declaration provided for in
paragraph (a)(1)(i) of this section will not be required for a shipment covered by an informal entry, the port
director may require such other evidence of country of origin as deemed necessary.

(c) Verification of documentation. Any evidence of country of origin submitted under this section shall be
subject to such verification as the port director deems necessary. In the event that the port director is
prevented from obtaining the necessary verification, the port director may treat the entry as dutiable.

10.174 - Evidence of direct shipment.
(a) Documents constituting evidence of direct shipment. The port director may require that appropriate
shipping papers, invoices, or other documents be submitted within 60 days of the date of entry as evidence

that the articles were imported directly, as that term is defined in 10.175. Any evidence of direct shipment
required by the port director shall be subject to such verification as he deems necessary.

66



(b) Waiver of evidence of direct shipment. The port director may waive the submission of evidence of
direct shipment when he is otherwise satisfied, taking into consideration the kind and value of the
merchandise, that the merchandise clearly qualifies for treatment under the Generalized System of
Preferences.

10.175 - Imported directly defined.

Eligible articles shall be imported directly from a beneficiary developing country to qualify for treatment
under the Generalized System of Preferences. For purposes of 10.171 through 10.178 the words imported
directly mean: (a) Direct shipment from the beneficiary country to the United States without passing
through the territory of any other country; or (b) If the shipment is from a beneficiary developing country to
the U.S. through the territory of any other country, the merchandise in the shipment does not enter into the
commerce of any other country while en route to the U.S., and the invoice, bills of lading, and other
shipping documents show the U.S. as the final destination; or (c) If shipped from the beneficiary
developing country to the United States through a free trade zone in a beneficiary developing country, the
merchandise shall not enter into the commerce of the country maintaining the free trade zone, and (1) The
eligible articles must not undergo any operation other than: (i) Sorting, grading, or testing, (ii) Packing,
unpacking, changes of packing, decanting or repacking into other containers, (iii) Affixing marks, labels, or
other like distinguishing signs on articles or their packing, if incidental to operations allowed under this
section, or (iv) Operations necessary to ensure the preservation of merchandise in its condition as
introduced into the free trade zone. (2) Merchandise may be purchased and resold, other than at retail, for
export within the free trade zone. (3) For the purposes of this section, a free trade zone is a predetermined
area or region declared and secured by or under governmental authority, where certain operations may be
performed with respect to articles, without such articles having entered into the commerce of the country
maintaining the free trade zone; or (d) If the shipment is from any beneficiary developing country to the
U.S through the territory of any other country and the invoices and other documents do not show the U.S as
the final destination, the articles in the shipment upon arrival in the U.S. are imported directly only if they:
(1) Remained under the control of the customs authority of the intermediate country; (2) Did not enter into
the commerce of the intermediate country except for the purpose of sale other than at retail, and the port
director is satisfied that the importation results from the original commercial transaction between the
importer and the producer or the latter's sales agent; and (3) Were not subjected to operations other than
loading and unloading, and other activities necessary to preserve the articles in good condition; or (e)(1)
Shipment to the U.S. from a beneficiary developing country which is a member of an association of
countries treated as one country under section 507(2), Trade Act of 1974, as amended (19 U.S.C. 2467(2)),
through the territory of a former beneficiary developing country whose designation as a member of the
same association for GSP purposes was terminated by the President pursuant to section 502(d), Trade Act
of 1974, as amended (19 U.S.C. 2462(d)), provided the articles in the shipment did not enter into the
commerce of the former beneficiary developing country except for purposes of performing one or more of
the operations specified in paragraph (c)(1) of this section and except for purposes of purchase or resale,
other than at retail, for export. (2) The designation of the following countries as members of an association
of countries for GSP purposes has been terminated by the President pursuant to section 502(d) of the Trade
Act of 1974 (19 U.S.C. 2462(d)): The Bahamas Brunei Darussalam Malaysia Singapore [T.D. 762, 40 FR
60048, Dec. 31, 1975, as amended by T.D. 83144, 48 FR 29684, June 28, 1983; T.D. 84237, 49 FR 47992,
Dec. 7, 1984; T.D. 86107, 51 FR 20816, June 9, 1986; T.D. 926, 57 FR 2018, Jan. 17, 1992; T.D. 9447, 59
FR 25569, May 17, 1994; T.D. 9530, 60 FR 18543, Apr. 12, 1995; T.D.

0067, 65 FR 59675, Oct. 5, 2000]
10.176 - Country of origin criteria.

(a) Merchandise produced in a beneficiary developing country or any two or more countries which are
members of the same association of countries (1) General. Except as otherwise provided in this section, any
article which either is wholly the growth, product, or manufacture of, or is a new or different article of
commerce that has been grown, produced, or manufactured in, a beneficiary developing country may
qualify for duty-free entry under the Generalized System of Preferences (GSP). No article will be
considered to have been grown, produced, or manufactured in a beneficiary developing country by virtue of
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having merely undergone simple (as opposed to complex or meaningful) combining or packaging
operations or mere dilution with water or mere dilution with another substance that does not materially alter
the characteristics of the article. Duty-free entry under the GSP may be accorded to an article only if the
sum of the cost or value of the materials produced in the beneficiary developing country or any two or more
countries that are members of the same association of countries and are treated as one country under section
507(2) of the Trade Act of 1974, as amended (19 U.S.C. 2467(2)), plus the direct costs of processing
operations performed in the beneficiary developing country or member countries, is not less than 35 percent
of the appraised value of the article at the time it is entered. (2) Combining, packaging, and diluting
operations. No article which has undergone only a simple combining or packaging operation or a mere
dilution in a beneficiary developing country within the meaning of paragraph (a)(1) of this section will be
entitled to duty-free treatment even though the processing operation causes the article to meet the value
requirement set forth in that paragraph. For purposes of this section: (i) Simple combining or packaging
operations and mere dilution include, but are not limited to, the following: (A) The addition of batteries to
devices; (B) Fitting together a small number of components by bolting, gluing, soldering, etc.; (C) Blending
foreign and beneficiary developing country tobacco; (D) The addition of substances such as anticaking
agents, preservatives, wetting agents, etc.; (E) Repacking or packaging components together; (F)
Reconstituting orange juice by adding water to orange juice concentrate; and (G) Diluting chemicals with
inert ingredients to bring them to standard degrees of strength; (ii) Simple combining or packaging
operations and mere dilution will not be taken to include processes such as the following: (A) The assembly
of a large number of discrete components onto a printed circuit board; (B) The mixing together of two bulk
medicinal substances followed by the packaging of the mixed product into individual doses for retail sale;
(C) The addition of water or another substance to a chemical compound under pressure which results in a
reaction creating a new chemical compound; and (D) A simple combining or packaging operation or mere
dilution coupled with any other type of processing such as testing or fabrication (for example, a simple
assembly of a small number of components, one of which was fabricated in the beneficiary developing
country where the assembly took place); and (iii) The fact that an article has undergone more than a simple
combining or packaging operation or mere dilution is not necessarily dispositive of the question of whether
that processing constitutes a substantial transformation for purposes of determining the country of origin of
the article.

(b) [Reserved] (c) Merchandise grown, produced, or manufactured in a beneficiary developing country.
Merchandise which is wholly the growth, product, or manufacture of a beneficiary developing country, or
an association of countries treated as one country under section 507(2) of the Trade Act of 1974 (19 U.S.C.
2467(2)) and 10.171(b), and manufactured products consisting of materials produced only in such country
or countries, shall normally be presumed to meet the requirements set forth in this section.

10.177 - Cost or value of materials produced in the beneficiary developing country.

(a) Produced in the beneficiary developing country defined. For purposes of 10.171 through 10.178, the
words produced in the beneficiary developing country refer to the constituent materials of which the
eligible article is composed which are either: (1) Wholly the growth, product, or manufacture of the
beneficiary developing country; or (2) Substantially transformed in the beneficiary developing country into
a new and different article of commerce.

(b) Questionable origin. When the origin of an article either is not ascertainable or not satisfactorily
demonstrated to the port director, the article shall not be considered to have been produced in the
beneficiary developing country.

(c) Determination of cost or value of materials produced in the beneficiary developing country. (1) The cost
or value of materials produced in the beneficiary developing country includes: (i) The manufacturer's actual
cost for the materials; (ii)) When not included in the manufacturer's actual cost for the materials, the freight,
insurance, packing, and all other costs incurred in transporting the materials to the manufacturer's plant; (iii)
The actual cost of waste or spoilage (material list), less the value of recoverable scrap; and (iv) Taxes
and/or duties imposed on the materials by the beneficiary developing country, or an association of countries
treated as one country, provided they are not remitted upon exportation. (2) Where the material is provided
to the manufacturer without charge, or at less than fair market value, its cost or value shall be determined
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by computing the sum of: (i) All expenses incurred in the growth, production, manufacture or assembly of
the material, including general expenses; (ii)) An amount for profit; and (iii) Freight, insurance, packing,
and all other costs incurred in transporting the materials to the manufacturer's plant.

If the pertinent information needed to compute the cost or value of the materials is not available, the
appraising officer may ascertain or estimate the value thereof using all reasonable ways and means at his
disposal.

10.178a - Special duty - free treatment for sub - Saharan African countries.

(a) General. Section 506A of the Trade Act of 1974 (19 U.S.C. 2466a) authorizes the President to provide
duty-free treatment for certain articles otherwise excluded from duty-free treatment under the Generalized
System of Preferences (GSP) pursuant to section 503(b)(1)(B) through (G) of the Trade Act of 1974 (19
U.S.C. 2463(b)(1)(B) through (G)) and authorizes the President to designate a country listed in section 107
of the African Growth and Opportunity Act (19 U.S.C. 3706) as an eligible beneficiary sub-Saharan
African country for purposes of that duty-free treatment.

(b) Eligible articles. The duty-free treatment referred to in paragraph (a) of this section will apply to any
article within any of the following classes of articles, provided that the article in question has been
designated by the President for that purpose and is the growth, product, or manufacture of an eligible
beneficiary sub-Saharan African country and meets the requirements specified or referred to in paragraph
(d) of this section: (1) Watches, except those watches entered after June 30, 1989, that the President
specifically determines, after public notice and comment, will not cause material injury to watch or watch
band, strap, or bracelet manufacturing and assembly operations in the United States or the United States
insular possessions; (2) Certain electronic articles; (3) Certain steel articles; (4) Footwear, handbags,
luggage, flat goods, work gloves, and leather wearing apparel which were not eligible articles for purposes
of the GSP on January 1, 1995, as the GSP was in effect on that date; (5) Certain semi manufactured and
manufactured glass products; and (6) Any other articles which the President determines to be import-
sensitive in the context of the GSP.

(c) Claim for duty-free treatment. A claim for the duty-free treatment referred to in paragraph (a) of this
section must be made by placing on the entry document the symbol D as a prefix to the subheading of the
Harmonized Tariff Schedule of the United States for each article for which duty-free treatment is claimed;

(d) Origin and related rules. The provisions of 10.171, 10.173, and 10.175 through 10.178 will apply for
purposes of duty-free treatment under this section. However, application of those provisions in the context
of this section will be subject to the following rules: (1) The term beneficiary developing country, wherever
it appears, means beneficiary sub-Saharan African country;' (2) In the GSP declaration set forth in
10.173(a)(1)(i), the column heading Materials produced in a beneficiary developing country or members of
the same association should read Material produced in a beneficiary sub-Saharan African country or in the
U.S.; (3) The provisions of 10.175(c) will not apply; and (4) For purposes of determining compliance with
the 35 percent value content requirement set forth in 10.176(a): (i) An amount not to exceed 15 percent of
the appraised value of the article at the time it is entered may be attributed to the cost or value of materials
produced in the customs territory of the United States, and the provisions of 10.177 will apply for purposes
of identifying materials produced in the customs territory of the United States and the cost or value of those
materials; and (ii) The cost or value of materials included in the article that are produced in more than one
beneficiary sub-Saharan African country may be applied without regard to whether those countries are
members of the same association of countries.

(e) Importer requirements. In order to make a claim for duty-free treatment under this section, the importer:
(1) Must have records that explain how the importer came to the conclusion that the article qualifies for
duty-free treatment; (2) Must have records that demonstrate that the importer is claiming that the article
qualifies for duty-free treatment because it is the growth of a beneficiary sub-Saharan African country or
because it is the product of a beneficiary sub-Saharan African country or because it is the manufacture of a
beneficiary sub-Saharan African country. If the importer is claiming that the article is the growth of a
beneficiary sub-Saharan African country, the importer must have records that indicate that the product was
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grown in that country, such as a record of receipt from a farmer whose crops are grown in that country. If
the importer is claiming that the article is the product of, or the manufacture of, a beneficiary sub-Saharan
African country, the importer must have records that indicate that the manufacturing or processing
operations reflected in or applied to the article meet the country of origin rules set forth in 10.176(a) and
paragraph (d) of this section. A properly completed GSP declaration in the form set forth in 10.173(a)(1) is
one example of a record that would serve this purpose; (3) Must establish and implement internal controls
which provide for the periodic review of the accuracy of the declarations or other records referred to in
paragraph (e)(2) of this section; (4) Must have shipping papers that show how the article moved from the
beneficiary sub-Saharan African country to the United States. If the imported article was shipped through a
country other than a beneficiary sub-Saharan African country and the invoices and other documents from
the beneficiary sub-Saharan African country do not show the United States as the final destination, the
importer also must have documentation that demonstrates that the conditions set forth in 10.175(d)(1)
through (3) were met; (5) Must have records that demonstrate the cost or value of the materials produced in
the United States and the cost or value of the materials produced in a beneficiary sub-Saharan African
country or countries and the direct costs of processing operations incurred in the beneficiary sub-Saharan
African country that were relied upon by the importer to determine that the article met the 35 percent value
content requirement set forth in 10.176(a) and paragraph (c) of this section. A properly completed GSP
declaration in the form set forth in 10.173(a)(1) is one example of a record that would serve this purpose;
and (6) Must be prepared to produce the records referred to in paragraphs (e)(1), (€)(2), (e)(4), and (e)(5) of
this section within 30 days of a request from Customs and must be prepared to explain how those records
and the internal controls referred to in paragraph (e)(3) of this section justify the importer's claim for duty-
free treatment.
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Appendix 2
Authorizing legislation for the GSP in the United States Code

TITLE 19 — CUSTOMS DUTIES
CHAPTER 12 — TRADE ACT OF 1974
SUBCHAPTER V — GENERALIZED SYSTEM OF PREFERENCES

Sec. 2461. Authority to extend preferences

The President may provide duty-free treatment for any eligible article from any beneficiary developing
country in accordance with the provisions of this subchapter. In taking any such action, the President shall
have due regard for:

(1) the effect such action will have on furthering the economic development of developing countries
through the expansion of their exports;

(2) the extent to which other major developed countries are undertaking a comparable effort to assist
developing countries by granting generalized preferences with respect to imports of products of such
countries;

(3) the anticipated impact of such action on United States producers of like or directly competitive
products; and

(4) the extent of the beneficiary developing country’s competitiveness with respect to eligible articles.

Sec. 2462. Designation of beneficiary developing countries

(a) Authority to designate countries
(1) Beneficiary developing countries

The President is authorized to designate countries as beneficiary developing countries for purposes of this
subchapter.

(2) Least-developed beneficiary developing countries

The President is authorized to designate any beneficiary developing country as a least-developed
beneficiary developing country for purposes of this subchapter, based on the considerations in section 2461
of this title and subsection (¢) of this section.

(b) Countries ineligible for designation
(1) Specific countries

The following countries may not be designated as beneficiary developing countries for purposes of this
subchapter:

(A) Australia

(B) Canada

(C) European Union member states
D) Iceland

E) Japan

F) Monaco

G) New Zealand

H) Norway

I) Switzerland.
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(2) Other bases for ineligibility

The President shall not designate any country a beneficiary developing country under this subchapter if any
of the following applies:

(A)

(B)

©

(D)

Such country is a Communist country, unless:

(i) the products of such country receive nondiscriminatory treatment,

(il) such country is a WTO Member (as such term is defined in section 3501(10) of this
title) and a member of the International Monetary Fund, and

(ii1) such country is not dominated or controlled by international communism.

Such country is a party to an arrangement of countries and participates in any action

pursuant to such arrangement, the effect of which is:

(1) to withhold supplies of vital commodity resources from international trade or to raise
the price of such commodities to an unreasonable level, and

(i1) to cause serious disruption of the world economy.

Such country affords preferential treatment to the products of a developed country, other
than the United States, which has, or is likely to have, a significant adverse effect on
United States commerce.

(i) Such country:

) has nationalized, expropriated, or otherwise seized ownership or control
of property, including patents, trademarks, or copyrights, owned by a
United States citizen or by a corporation, partnership, or association
which is 50 percent or more beneficially owned by United States citizens,

1) has taken steps to repudiate or nullify an existing contract or agreement
with a United States citizen or a corporation, partnership, or association
which is 50 percent or more beneficially owned by United States citizens,
the effect of which is to nationalize, expropriate, or otherwise seize
ownership or control of property, including patents, trademarks, or
copyrights, so owned, or

(I1I) has imposed or enforced taxes or other exactions, restrictive maintenance
or operational conditions, or other measures with respect to property,
including patents, trademarks, or copyrights, so owned, the effect of
which is to nationalize, expropriate, or otherwise seize ownership or
control of such property, unless clause (ii) applies.

(i1) This clause applies if the President determines that:

@ prompt, adequate, and effective compensation has been or is being made
to the citizen, corporation, partnership, or association referred to in clause
(@),

n good faith negotiations to provide prompt, adequate, and effective

compensation under the applicable provisions of international law are in
progress, or the country described in clause (i) is otherwise taking steps to
discharge its obligations under international law with respect to such
citizen, corporation, partnership, or association, or

111y a dispute involving such citizen, corporation, partnership, or association
over compensation for such a seizure has been submitted to arbitration
under the provisions of the Convention for the Settlement of Investment
Disputes, or in another mutually agreed upon forum, and the President
promptly furnishes a copy of such determination to the Senate and House
of Representatives.
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(E) Such country fails to act in good faith in recognizing as binding or in enforcing arbitral
awards in favor of United States citizens or a corporation, partnership, or association
which is 50 percent or more beneficially owned by United States citizens, which have
been made by arbitrators appointed for each case or by permanent arbitral bodies to which
the parties involved have submitted their dispute.

(F) Such country aids or abets, by granting sanctuary from prosecution to, any individual or
group which has committed an act of international terrorism or the Secretary of State
makes a determination with respect to such country under section 2405(j)(1)(A) of title
50, Appendix.

(G) Such country has not taken or is not taking steps to afford internationally recognized
worker rights to workers in the country (including any designated zone in that country).

Subparagraphs (D), (E), (F), and (G) shall not prevent the designation of any country as a beneficiary
developing country under this subchapter if the President determines that such designation will be in the
national economic interest of the United States and reports such determination to the Congress with the
reasons therefor.

(c) Factors affecting country designation

In determining whether to designate any country as a beneficiary developing country under this subchapter,
the President shall take into account:

(1) an expression by such country of its desire to be so designated;

(2) the level of economic development of such country, including its per capita gross national product, the
living standards of its inhabitants, and any other economic factors which the resident deems
appropriate;

(3) whether or not other major developed countries are extending generalized preferential tariff treatment
to such country;

(4) the extent to which such country has assured the United States that it will provide equitable and
reasonable access to the markets and basic commodity resources of such country and the extent to
which such country has assured the United States that it will refrain from engaging in unreasonable
export practices;

(5) the extent to which such country is providing adequate and effective protection of intellectual property
rights;

(6) the extent to which such country has taken action to:

(A) reduce trade distorting investment practices and policies (including export performance
requirements); and
(B) reduce or eliminate barriers to trade in services; and

(7) whether or not such country has taken or is taking steps to afford to workers in that country (including

any designated zone in that country) internationally recognized worker rights.

(d) Withdrawal, suspension, or limitation of country designation

(1) In general
The President may withdraw, suspend, or limit the application of the duty-free treatment accorded under
this subchapter with respect to any country. In taking any action under this subsection, the President shall
consider the factors set forth in section 2461 of this title and subsection (c) of this section.

(2) Changed circumstances

The President shall, after complying with the requirements of subsection (f)(2) of this section, withdraw or
suspend the designation of any country as a beneficiary developing country if, after such designation, the
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President determines that as the result of changed circumstances such country would be barred from
designation as a beneficiary developing country under subsection (b)(2) of this section. Such country shall
cease to be a beneficiary developing country on the day on which the President issues an Executive order or
Presidential proclamation revoking the designation of such country under this subchapter.

(3) Advice to Congress
The President shall, as necessary, advise the Congress on the application of section 2461 of this title and
subsection (c) of this section, and the actions the President has taken to withdraw, to suspend, or to limit the
application of duty-free treatment with respect to any country which has failed to adequately take the
actions described in subsection (¢) of this section.
(e) Mandatory graduation of beneficiary developing countries
If the President determines that a beneficiary developing country has become a “high income” country, as
defined by the official statistics of the International Bank for Reconstruction and Development, then the
President shall terminate the designation of such country as a beneficiary developing country for purposes
of this subchapter, effective on January 1 of the second year following the year in which such determination
is made.
(f) Congressional notification

(1) Notification of designation

(A) In general

Before the President designates any country as a beneficiary developing country under this subchapter, the
President shall notify the Congress of the President’s intention to make such designation, together with the
considerations entering into such decision.

(B) Designation as least-developed beneficiary developing country

At least 60 days before the President designates any country as a least-developed beneficiary developing
country, the President shall notify the Congress of the President’s intention to make such designation.

(2) Notification of termination
If the President has designated any country as a beneficiary developing country under this subchapter, the
President shall not terminate such designation unless, at least 60 days before such termination, the President
has notified the Congress and has notified such country of the President’s intention to terminate such

designation, together with the considerations entering into such decision.

Sec. 2463. Designation of eligible articles

(a) Eligible articles
(1) Designation
(A) In general
Except as provided in subsection (b) of this section, the President is authorized to designate articles as
eligible articles from all beneficiary developing countries for purposes of this subchapter by Executive

order or Presidential proclamation after receiving the advice of the International Trade Commission in
accordance with subsection (e) of this section.
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(B) Least-developed beneficiary developing countries

Except for articles described in subparagraphs (A), (B), and (E) of subsection (b)(1) of this section and
articles described in paragraphs (2) and (3) of subsection (b) of this section, the President may, in carrying
out section 2462(d)(1) of this title and subsection (c)(1) of this section, designate articles as eligible articles
only for countries designated as least-developed beneficiary developing countries under section 2462(a)(2)
of this title if, after receiving the advice of the International Trade Commission in accordance with
subsection (e) of this section, the President determines that such articles are not import-sensitive in the
context of imports from least-developed beneficiary developing countries.

(C) Three-year rule

If, after receiving the advice of the International Trade Commission under subsection (e) of this section, an
article has been formally considered for designation as an eligible article under this subchapter and denied
such designation, such article may not be reconsidered for such designation for a period of 3 years after
such denial.

(2) Rule of origin
(A) General rule

The duty-free treatment provided under this subchapter shall apply to any eligible article which is the
growth, product, or manufacture of a beneficiary developing country if :

(1) that article is imported directly from a beneficiary developing country into the customs
territory of the United States; and
(i)  the sum of:

) the cost or value of the materials produced in the beneficiary developing
country or any two or more such countries that are members of the same
association of countries and are treated as one country under section 2467(2) of
this title, plus

(1) the direct costs of processing operations performed in such beneficiary
developing country or such member countries, is not less than 35 percent of the
appraised value of such article at the time it is entered.

(B) Exclusions

An article shall not be treated as the growth, product, or manufacture of a beneficiary developing country
by virtue of having merely undergone:

6] simple combining or packaging operations, or
(i)  mere dilution with water or mere dilution with another substance that does not
materially alter the characteristics of the article.

(3) Regulations
The Secretary of the Treasury, after consulting with the United States Trade Representative, shall prescribe

such regulations as may be necessary to carry out paragraph (2), including, but not limited to, regulations
providing that, in order to be eligible for duty-free treatment under this subchapter, an article:

(A) must be wholly the growth, product, or manufacture of a beneficiary developing
country, or
B) must be a new or different article of commerce which has been grown, produced, or

manufactured in the beneficiary developing country.
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(b) Articles that may not be designated as eligible articles
(1) Import-sensitive articles

The President may not designate any article as an eligible article under subsection (a) of this section if such
article is within one of the following categories of import-sensitive articles:

(A) Textile and apparel articles which were not eligible articles for purposes of this subchapter on
January 1, 1994, as this subchapter was in effect on such date.

(B)  Watches, except those watches entered after June 30, 1989, that the President specifically
determines, after public notice and comment, will not cause material injury to watch or watch
band, strap, or bracelet manufacturing and assembly operations in the United States or the
United States insular possessions.

(C) Import-sensitive electronic articles.

(D)  Import-sensitive steel articles.

(E)  Footwear, handbags, luggage, flat goods, work gloves, and leather wearing apparel which
were not eligible articles for purposes of this subchapter on January 1, 1995, as this
subchapter was in effect on such date.

(F)  Import-sensitive semi-manufactured and manufactured glass products.

(G)  Any other articles which the President determines to be import-sensitive in the context of the
Generalized System of Preferences.

(2) Articles against which other actions taken
An article shall not be an eligible article for purposes of this subchapter for any period during which such
article is the subject of any action proclaimed pursuant to section 2253 of this title or section 1862 or 1981
of this title.

(3) Agricultural products

No quantity of an agricultural product subject to a tariff-rate quota that exceeds the in-quota quantity shall
be eligible for duty-free treatment under this subchapter.

(c) Withdrawal, suspension, or limitation of duty-free treatment; competitive need limitation

(1) In general
The President may withdraw, suspend, or limit the application of the duty-free treatment accorded under
this subchapter with respect to any article, except that no rate of duty may be established with respect to
any article pursuant to this subsection other than the rate which would apply but for this subchapter. In
taking any action under this subsection, the President shall consider the factors set forth in sections 2461
and 2462(c) of this title.

(2) Competitive need limitation

(A) Basis for withdrawal of duty-free treatment

(1) In general
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Except as provided in clause (ii) and subject to subsection (d) of this section, whenever the President
determines that a beneficiary developing country has exported (directly or indirectly) to the United States
during any calendar year beginning after December 31, 1995:

) a quantity of an eligible article having an appraised value in excess of the applicable
amount for the calendar year, or
11 a quantity of an eligible article equal to or exceeding 50 percent of the appraised value

of the total imports of that article into the United States during any calendar year,

the President shall, not later than July 1 of the next calendar year, terminate the duty-free treatment for that
article from that beneficiary developing country.

(i1) Annual adjustment of applicable amount
For purposes of applying clause (i), the applicable amount is:
Q) for 1996, $75,000,000, and
1) for each calendar year thereafter, an amount equal to the applicable amount in effect for
the preceding calendar year plus $5,000,000.
(B) “Country” defined
For purposes of this paragraph, the term “country” does not include an association of countries which is
treated as one country under section 2467(2) of this title, but does include a country which is a member of
any such association.
(C) Redesignations
A country which is no longer treated as a beneficiary developing country with respect to an eligible article
by reason of subparagraph (A) may, subject to the considerations set forth in sections 2461 and 2462 of this
title, be redesignated a beneficiary developing country with respect to such article if imports of such article
from such country did not exceed the limitations in subparagraph (A) during the preceding calendar year.
(D) Least-developed beneficiary developing countries
Subparagraph (A) shall not apply to any least-developed beneficiary developing country.
(E) Articles not produced in the United States excluded

Subparagraph (A)(i)(II) shall not apply with respect to any eligible article if a like or directly competitive
article was not produced in the United States on January 1, 1995.

(F) De minimis waivers

(1) In general
The President may disregard subparagraph (A)(i)(II) with respect to any eligible article from any
beneficiary developing country if the aggregate appraised value of the imports of such article into the

United States during the preceding calendar year does not exceed the applicable amount for such preceding
calendar year.
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(i1) Applicable amount
For purposes of applying clause (i), the applicable amount is:

D for calendar year 1996, $13,000,000, and
11 for each calendar year thereafter, an amount equal to the applicable amount in effect for
the preceding calendar year plus $500,000.

(d) Waiver of competitive need limitation
(1) In general

The President may waive the application of subsection (c)(2) of this section with respect to any eligible
article of any beneficiary developing country if, before July 1 of the calendar year beginning after the
calendar year for which a determination described in subsection (c)(2)(A) of this section was made with
respect to such eligible article, the President:

(A) receives the advice of the International Trade Commission under section 1332 of this title on
whether any industry in the United States is likely to be adversely affected by such waiver,

(B)  determines, based on the considerations described in sections 2461 and 2462(c) of this title
and the advice described in subparagraph (A), that such waiver is in the national economic
interest of the United States, and

(C)  publishes the determination described in subparagraph (B) in the Federal Register.

(2) Considerations by the President
In making any determination under paragraph (1), the President shall give great weight to:

(A) the extent to which the beneficiary developing country has assured the United States that
such country will provide equitable and reasonable access to the markets and basic
commodity resources of such country, and

(B) the extent to which such country provides adequate and effective protection of intellectual
property rights.

(3) Other bases for waiver

The President may waive the application of subsection (c)(2) of this section if, before July 1 of the calendar
year beginning after the calendar year for which a determination described in subsection (c)(2) of this
section was made with respect to a beneficiary developing country, the President determines that

(A) there has been a historical preferential trade relationship between the United States and such
country,

(B) there is a treaty or trade agreement in force covering economic relations between such
country and the United States, and

(C)  such country does not discriminate against, or impose unjustifiable or unreasonable barriers
to, United States commerce,

and the President publishes that determination in the Federal Register.
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(4) Limitations on waivers
(A) In general

The President may not exercise the waiver authority under this subsection with respect to a quantity of an
eligible article entered during any calendar year beginning after 1995, the aggregate appraised value of
which equals or exceeds 30 percent of the aggregate appraised value of all articles that entered duty-free
under this subchapter during the preceding calendar year.

(B) Other waiver limits

The President may not exercise the waiver authority provided under this subsection with respect to a
quantity of an eligible article entered during any calendar year beginning after 1995, the aggregate
appraised value of which exceeds 15 percent of the aggregate appraised value of all articles that have
entered duty-free under this subchapter during the preceding calendar year from those beneficiary
developing countries which for the preceding calendar year:

1) had a per capita gross national product (calculated on the basis of the best available information,
including that of the International Bank for Reconstruction and Development) of $5,000 or more;
or

(ii) had exported (either directly or indirectly) to the United States a quantity of articles that was duty-

free under this subchapter that had an aggregate appraised value of more than 10 percent of the
aggregate appraised value of all articles that entered duty-free under this subchapter during that
year.

(C) Calculation of limitations

There shall be counted against the limitations imposed under subparagraphs (A) and (B) for any calendar
year only that value of any eligible article of any country that:

@) entered duty-free under this subchapter during such calendar year; and
(i1) is in excess of the value of that article that would have been so entered during such calendar year if
the limitations under subsection (¢)(2)(A) of this section applied.

(5) Effective period of waiver

Any waiver granted under this subsection shall remain in effect until the President determines that such
waiver is no longer warranted due to changed circumstances.

(e) International Trade Commission advice

Before designating articles as eligible articles under subsection (a)(1) of this section, the President shall
publish and furnish the International Trade Commission with lists of articles which may be considered for
designation as eligible articles for purposes of this subchapter. The provisions of sections 2151, 2152, 2153,
and 2154 of this title shall be complied with as though action under section 2461 of this title and this
section were action under section 2133 of this title to carry out a trade agreement entered into under section
2133 of this title.

(f) Special rule concerning Puerto Rico

No action under this subchapter may affect any tariff duty imposed by the Legislature of Puerto Rico
pursuant to section 1319 of this title on coffee imported into Puerto Rico.
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Sec. 2465. Date of termination

No duty-free treatment provided under this subchapter shall remain in effect after December 31, 2008.

Sec. 2466.

Agricultural exports of beneficiary developing countries

The appropriate agencies of the United States shall assist beneficiary developing countries to develop and
implement measures designed to assure that the agricultural sectors of their economies are not directed to
export markets to the detriment of the production of foodstuffs for their citizenry.

Sec. 2466a.

Designation of sub-Saharan African countries for certain benefits

Sec. 2466b.

Termination of benefits for sub-Saharan African countries

In the case of a beneficiary sub-Saharan African country, as defined in section 2466a(c) of this title, duty-
free treatment provided under this subchapter shall remain in effect through September 30, 2008.

Sec. 2467. Definitions

For purposes of this subchapter:

(1) Beneficiary developing country

The term *‘beneficiary developing country" means any country with respect to which there is in effect an
Executive order or Presidential proclamation by the President designating such country as a beneficiary
developing country for purposes of this subchapter.

(2) Country

The term "*country" means any foreign country or territory, including any overseas dependent territory

or possession of a foreign country, or the Trust Territory of the Pacific Islands. In the case of an association
of countries which is a free trade area or customs union, or which is contributing to comprehensive regional
economic integration among its members through appropriate means, including, but not limited to, the
reduction of duties, the President may by Executive order or Presidential proclamation provide that all
members of such association other than members which are barred from designation under section 2462(b)
of this title shall be treated as one country for purposes of this subchapter.

(3) Entered
The term "“entered" means entered, or withdrawn from warehouse for consumption, in the customs
territory of the United States.

(4) Internationally recognized worker rights
The term "'internationally recognized worker rights" includes—
(A) the right of association;
(B) the right to organize and bargain collectively;
(C) a prohibition on the use of any form of forced or compulsory labor;
(D) a minimum age for the employment of children; and
(E) acceptable conditions of work with respect to minimum wages, hours of work, and
occupational safety and health.

(5) Least-developed beneficiary developing country

The term "least-developed beneficiary developing country" means a beneficiary developing country
that is designated as a least-developed beneficiary developing country under section 2462(a)(2) of this title.
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(6) Worst forms of child labor

The term “*worst forms of child labor" means--
(A) all forms of slavery or practices similar to slavery, such as the sale or trafficking of children,
debt bondage and serfdom, or forced or compulsory labor, including forced or compulsory
recruitment of children for use in armed conflict;
(B) the use, procuring, or offering of a child for prostitution, for the production of pornography
or for pornographic purposes;
(C) the use, procuring, or offering of a child for illicit activities in particular for the production
and trafficking of drugs; and
(D) work which, by its nature or the circumstances in which it is carried out, is likely to harm the
health, safety, or morals of children.

The work referred to in subparagraph (D) shall be determined by the laws, regulations, or competent
authority of the beneficiary developing country involved.
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