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Addendum

TheTechnica Committee on Rules of Origin hassubmitted to the Committeeon Rulesof Origin
results of its work in an administrative document (template) which contains agreed product-specific
rules of origin concerning certain products and products sectors (Basket 1 decisions) aswdl as unresolved
issues on which the Technica Committee was unable to reach consensus after exhausting its technical
discussions. Asindicated in document G/RO/22, the administrative document is herewith circulated
to Members, together with the letter of transmission of the Chairman of the Technical Committee on
Rules of Origin.
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Brussels, 26 January 1998.

Dear Ms. Berrig,

At its Tenth Session the Technical Committee on Rules of Origin continued its second
examination of proposed rules of origin, taking up Chapters 1 through 24 and 84 of the Harmonized
System under the work programme for the harmonization of rules of origin. Accordingly, | am
submitting to the Committee on Rules of Origin on behalf of the Technical Committee the following
work results under the harmonization work programme :

l. Rules of Origin as agreed by consensus in the Technical Committee for products and product
sectorsclassifiedin Chapters1to 24 of theHarmonized System. Theagreed Rulesof Origin, designated
as Basket 1 decisions, appear in the tables appended to the enclosed referra document 42.146. The
Technical Committee understands that these rules are to be considered by the Committee on Rules
of Origin with a view to their endorsement.

. Unresolved Issues which the Technical Committee, upon exhausting its discussions without
reaching consensus, has decided should bereferred to the Committee for its consideration. Ingeneral,
these issues relate to the identification of the last substantial transformation performed on a good.
The enclosed referral documents 42.146 (Chapters 1 to 24) and 42.147 (for one issue in Chapter 84)
identify the issues for decision, set out the differing views and options presented during Technica
Committee discussions, and identify the relevant Harmonized System codes as well as the relevant
Technical Committee documents. The unresolved issues for decision by the Committee are identified
also in the appended tables.

The Technica Committee and the WCO Secretariat stand ready to assist the Committee as
it addresses these issues.

R. JANECZKO,
Chairman.

P.S.  Some of the issues in Chapter 15 are designated as “ TCRO draft only” and in the table as
submitted to CRO for information. This means that TCRO will continue to discuss these issues and
the relevant templates have a provisional character.

Enclosures :

1 Referrd document for unresolved issuesin Chapters 1 to 24 (42.146). Annexed to this document
are tables with agreed rules of origin and proposed rules of origin relating to unresolved issues; these
tables contain aso Basket 2 issues still retained for further discussion by the TCRO.;

2. Referral document for unresolved issues in Chapter 84 : 42.147.

3. Terminology Guide.
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AGREED RULES OF ORIGIN SUBMITTED BY THE TECHNICAL COMMITTEE ON RULES
OF ORIGIN FOR ENDORSEMENT BY THE COMMITTEE ON RULES OF ORIGIN
(Designated as “Basket 1" in the Annex)

RULES OF ORIGIN RETAINED BY THE TECHNICAL COMMITTEE ON RULES OF ORIGIN
FOR FURTHER DISCUSSION - DESIGNATED AS “BASKET 2"

CHAPTERS 1 - 24

The Committee on Rules of Origin isinvited to decide whether the products resulting from processes
described below have undergone their last substantial transformation.
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CHAPTER 1

ISSUE No. 1: RAISING/FATTENING OF ANIMALS

OPTION A: Yes

1 Under certain conditions, raising may be regarded as reflecting the last substantia transformation
sinceit radically transforms the animals concerned. Their weight, size and commercial value increase
substantially. The conditions reflecting the last substantial transformation are based on the animal’s
weight and/or theperiod of raising. Theconditionsdiffer from speciesto speciesand sometimesconcern
one species rather than another. In the latter case, the country of origin of the anima would be the
country where the animal is born and raised, or the country where it is born.

2. Theconditionswhichraising must meet in order to beregarded aslast substantial transformation
are specified in the table appended to this document.

OPTION B: No
3. Raising cannot reflect thelast substantial transformation. All the specific featuresandintrinsic
characteristics of an animal depend on where that animal is born. Consequently, the origin of live

animals is the country where they are born.

RELEVANT HS CODES:
01.01, 01.02, 01.03, 01.04, 01.05 and 01.06.

REFERENCE :
41.745

ISSUE No. 2: SLAUGHTERING

OPTION A: Yes

4, Slaughtering is a last substantia transformation in that the products obtained are completely
different from theinitia productin all respects: the products arising out of slaughtering are for human
or anima consumption, wheresas live animals cannot be used for that purpose; the characteristics of
the meat and offal obtained after slaughtering are completely different from the characteristics of the
live animals. Slaughtering is not restricted solely to the killing of the animal; a series of processes
are necessary in order to obtain the meat or offal.

OPTION B: Yes, provided that :

5. Slaughtering is preceded by raising or fattening of the animal. The various options concerning
the period of time and/or the weight necessary prior for slaughtering to be regarded as last substantial
transformation are set out in the table appended to this document.

OPTION C: No

6. Slaughtering cannot constitute last substantial transformation. This process in no way alters
the quality of the meat, which remains dependent on the conditions under which the animal was raised.

RELEVANT HS CODES:
02.01 to 02.07, 02.09, 02.10
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REFERENCE :
41.745

ISSUE No. 3: SEPARATION OF POULTRY FAT FROM POULTRY MEAT

OPTION A: Yes

7. Theseparation of poultry meat from poultry fat fully reflectsthelast substantial transformation.
Given the specific nature of the meat and the fat, this separation is very awkward and requires a high
level of technical skill and know-how.

OPTION B: No
8. The separation of poultry meet from poultry fat does not reflect the last substantia transformation.
It is asimple process for separating two products and cannot affect the origin of either of those two

products.

RELEVANT HS CODE
ex02.09 (c)

ISSUE No. 4: DRYING

(I) Pig fat, free of lean meat, and poultry fat, meat and edible meat offa :

OPTION A: Yes

9. The drying of pig fat, free of lean meat, poultry fat, meat and edible meat offal substantially
altersthe characteristicsof these products, making it possibleto obtain new productsthat are compl etely
different from the initial products used. Thedrying of these products fully reflects the last substantia
transformation.

OPTION B: No
10. Dryingishbased on controlling or reducing the quantity of water naturally occurringinaproduct,
with a view to delaying the activity of micro-organisms. It is intended to preserve goods during

transportation and/or storage, and accordingly is a minimal operation.

(I1) Eish; fish livers, roes and fish fillets :

OPTION A: Yes

11. The drying of fish, fish livers, roes and fish fillets is a complex process which completely
transforms the initial products used. That process fully reflects last substantial transformation.

12. The process of drying fish takes approximately three months. After the fish have been gutted,
they are hung on stocks, hence the term “ stockfish”. During the drying process, the proteins in the
flesh undergo a complete change in character. During that process, approximately 70 % of the water
is removed. To produce 1 kg of dried fish, approximately 4.3 kg of gutted and de-headed fish is
required. The value of dried fish is approximately eight times that of the raw material. The drying
processresultsin anew finished product which is sought after by consumers. Consequently, it cannot
beregarded asaprocessfor the preservation of goods during transportation and/or storage. Thedrying
of these products is therefore considered to be last substantia transformation.
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OPTION B: Yes, provided that :

13. Other operations are involved in the country of importation. drying alone cannot reflect last
substantial transformation.

OPTION C: No
14. Dryingishbased on controlling or reducing the quantity of water naturally occurringinaproduct,
with a view to delaying the activity of micro-organisms. It is intended to preserve goods during

transportation and/or storage and accordingly is a minimal operation.

(111) Eggs and egq yolks :

OPTION A: Yes

15. The drying of eggs or egg yolks fully reflects the last substantial transformation. The
characteristics and use of the product obtained are totally different from those of the initial product.
Ingenera, most dried products are obtained using spray-drying equipment. Thereare, however, some
dryersusing pan drying, belt drying, freeze drying, and modifications of the procedures. Spray-dried
eggs (or yolks) are prepared by atomizing the eggs (the yolk) into awarm air flow, so that the moisture
isquickly removed. The origin of the dried eggs or dried egg yolks is the country where the drying
is effected.

OPTION B: Yes, provided that other processes are involved.

16. Thereislast substantia transformationwhen, inthecountry of importation, theshell isremoved
followed by drying of the whole egg, or the shell isremoved followed by separation of the white from
theyolk, followed by drying of thelatter. In other words, thereislast substantial transformation only
where there is a combination of removal of the shell and drying, or removal of the shell, separation
of the white from the yolk and drying of the yolk.

OPTION C: No.

17. Dryingishbased on controlling or reducing the quantity of water naturally occurringinaproduct,
with a view to delaying the activity of micro-organisms. It is intended to preserve goods during
transportation and/or storage, and accordingly is a minimal operation.

(1V) Vegetables :

OPTION A: Yes, provided that the drying is freeze-drying.
18. Only the freeze-drying of vegetables is to be regarded as reflecting the last substantia
transformation. Other drying processesdo not result in either the samelevel of changeto the vegetables
or the same level of preservation of their nutritional qualities (flavour, texture, etc.).

OPTION B: Yes, provided that there are severa processes involved
19. Drying of vegetables constitutes last substantial transformation when combined with other

processes. Therearedifferent methodsof drying: field drying and sundrying, air drying, spray drying,
vacuum drying, freeze drying, dehydrofreezing and intermediate moisture food and osmotic drying.



G/RO/22/Add.1
Page 7

20. Freeze drying includes several steps e.g. :

- Cleaning : Earth, stones, etc., not removed in the field from root crops are taken away by
stone traps, horizonta rod or drum washers, or other devices;

- Grading : Diverging beltsor vibrating mesh sieves ensure uniformity of subsequent processing
by separating by size;

- Peeling : Is done by steam, abrasion, lye, flame or mechanical knife;
- Cutting, dlicing, dicing and shredding;

- Blanching : Isan essentia pre-dehydration process for many vegetables to inactivate enzymes
that would otherwise deteriorate the colour, flavour and texture during drying and storage. Blanching
may be doneby hot water, steam or microwave heating. Itinvolvesheatingto90 C or morefor between
20 seconds and 3 minutes;

- Chemical treatment : Duringwater blanching or subsequent water cooling, additional treatments
may be imposed such as adding sodium metabisul phate and sodium carbonate to green vegetables to
prevent paeophytin. With water blanching, the medium may aso contain salt and pH regulators; and

- Storage and packaging : Bulk stored dehydrated vegetables are best protected by airtight
containers flushed with an inert gas such as nitrogen. For salein smaller bulk or retail sizes, packing
resistant to water vapour, oxygen and light is used.

21. The process of drying fruit is similar to the description above and considered, like that for
vegetables, as substantial.

OPTION C: No

22. Drying is based on controlling or reducing the quantity of water naturally occurring in the
products, with a view to delaying the activity of micro-organisms. It is intended to preserve goods
during transportation and/or storage and accordingly is a minimal operation.

RELEVANT HS CODES :
Ex 02.09 (b), ex 02.09 (d), ex 02.10 (a), ex 02.10 (c), ex 02.10 (€), ex 03.05 (b), ex 03.06
(b), ex 03.07 (b), 0408.11, 0408.91, 07.12 (b), 07.12 (c), 07.13, 08.13 and 08.14 (a).

REFERENCES :
41.417, 41.745, 41.899,

ISSUE No. 5: SALTING OF POULTRY FAT OR PLACING POULTRY FAT IN BRINE

OPTION A: Yes

23. Salting of poultry fat or placing poultry fat in brine reflects last substantial transformation.
The products obtained are completely different from the initia ones in respect of taste, flavour and
presentation. Their shelf life and vaue differ substantially from those of the same products prior to
salting or placing in brine.

OPTION B: No



G/RO/22/Add. 1
Page 8

24, Salting of poultry fat or placing poultry fat in brine are processes for preserving the products
concerned and therefore cannot reflect last substantia transformation. It isintended to preserve goods
during transportation and/or storage and accordingly is a minimal operation.

RELEVANT HS CODES :
ex 02.09(c), ex 02.10(b)

REFERENCE :
41.745

ISSUE No. 6: SMOKING

(I) Pig fat, free of lean meat and poultry fat, meat and edible meat offd :

OPTION A: Yes

25, Smoking of pig fat, free of lean meat and poultry fat, meat and edible mesat offal substantially
altersthe characteristicsof these products, making it possibleto obtain new productsthat are compl etely
different from the initial products used. The taste and the flavour of smoked products meet an ever
increasing demand. The use of smoked products differs completely from that of unsmoked products.

26. Consequently, smoking of pig fat, free of lean meat and poultry fat, meat and edible meat offal
is considered to reflect the last substantial transformation.

OPTION B: No.
27. Smoking is a simple process which does not substantially ater the characteristics of pig fat,
free of lean meat and poultry fat, meat and edible meat offal. Consequently, smoking of those products

cannot reflect last substantial transformation.

(I1) Eish; fish livers, roes and fish fillets :

OPTION A: Yes.

28. Thesmoking of fish, or fishliversandroesor of fishfilletssubstantialy atersthecharacteristics
of those products, making it possible to obtain new products that are completely different from the
initial materialsused. Prior to smoking, these products are sometimes salted. Thetasteand theflavour
of smoked products meets an ever increasing demand. The smoking process, which lasts between
six and twelve hours, resultsin anew finished product. Theuse of smoked products differs completely
from that of unsmoked products. Smoking, which is a complete process requiring skills, know-how
and technology, is therefore regarded as reflecting last substantia transformation.

OPTION B: No
29. Smoking is a simple process which does not substantially alter the characteristics of fish, fish
liversand roes or fish fillets. Consequently, smoking of those products cannot reflect last substantial

transformation.

RELEVANT HS CODES :
Ex 02.09 (b), ex 02.09 (d), ex 02.10 (a), ex 02.10 (c), ex 02.10 (€),ex 03.05(c)

REFERENCES :
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41.417, 41.745

ISSUE No. 7: OBTAINING OF EDIBLE MEALS AND PELLETS OF MEAT, OFFAL, FISH,
CRUSTACEANS OR AQUATIC INVERTEBRATES

OPTION A: Yes

30. The obtaining of edible meals and pellets of meat, of edible offal, of fish, of crustaceans or
of aquatic invertebrates other than crustaceans or molluscsfully reflects|ast substantial transformation.
The products obtained are completely different fromtheinitial onesinterms, inter alia, of presentation
and use.

OPTION B: No

31. The obtaining of edible meals and pellets of meat, of edible offal, of fish, of crustaceans or
of aguatic invertebrates other than crustaceans or molluscs does not reflect last substantid transformation.
To obtain these meals or pdllets, it is sufficient to dry the initial product and then grind it. Both
processes (drying and grinding of meat, edible offal, fish, crustaceans or aguatic invertebrates other
than crustaceans or molluscs) are simple ones.

RELEVANT HS CODES :
ex 02.10 (j), ex 03.05 (e), ex03.06(d), ex 03.07 (d)

REFERENCE :
41.745

CHAPTER 3
(See aso Issues Nos. 4 to 7)

ISSUE No. 8 TREATMENT, CONDITIONING AND/OR RAISING OF LIVE ORNAMENTAL
FISH

(I) Treatment and conditioning of ornamental fish:

OPTION A: Yes

32. Theorigin of live ornamenta fish is the country where those fish have been subjected to treatment
and conditioning processes.

33. Ornamenta fish subjected to such “treatment and conditioning” process are substantially
transformed in terms of improved health and well-being of the fish, resulting in a high survival rate
upon and after landing. Without trestment and conditioning fish easily succumb to the stressful conditions
in the bags during the journey, resulting in apoor survival rate thereafter. Asimporters are prepared
to pay morefor consignments having ahigh rateof fish survival, thetreatment and conditioning process
is therefore by itself a value-adding process.

OPTION B: No

34. The treatment and/or conditioning of live ornamental fish cannot in any way be regarded as
reflecting last substantial transformation. The origin of the fish is determined on the basis of the place
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of capture or of, raising, or according to the definition of goods to be considered as being wholly
obtained in a single country.

(I Raising:

OPTION A: Yes, provided that :
35. Under certain conditions, the raising (farming) of ornamenta fish fully reflects the last substantia
transformation, given that the characteristics of the fish obtained differ completely from those of the
initial fish. Thevariousalternativesfor the proposal swhich consider raisingtoreflect thelast substantial
transformation are reproduced in the table appended to this document.

OPTION B: No

36. The raising of fish does not reflect last substantial transformation. There are various origin
criteria for live fish proposed :

- Where they meet the requirements of the wholly obtained definitions;
- Where they were hatched from eggs;
- Where they were captured.

(111) Does the change in value of live ornamenta fish reflect the last substantial transformation?

OPTION A: Yes

37. The origin of live ornamental fish is the country in which the CIF value of non-originating
materials imported and used in the “ production” of the fish does not exceed 75 % of the ex-factory
price of the fish.

OPTION B: No
38. The added-value criterion is not appropriate for determining the origin of live ornamental fish.
The origin of the fish is determined on the basis of the place of capture or of raising, or according

to the definition of goods to be considered as being wholly obtained in a single country.

RELEVANT HS CODE :
ex 03.01 (a)

REFERENCES :
41.745, 41.894

ISSUE No. 9: RAISING OF FISH (OTHER THAN ORNAMENTAL FISH)

OPTION A: Yes

39. Under certain conditions, the raising (farming) of fish fully reflects the last substantial
transformation, given that the characteristics of the fish obtained differ completely from those of the
initial fish. Thevariousalternativesfor the proposal swhich consider raisingtoreflect thelast substantial
transformation are reproduced in the table appended to this document.

OPTION B: No
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40. The raising of fish does not reflect last substantial transformation. There are various origin
criteria for live fish proposed :

- Where they meet the requirements of the wholly obtained definitions;
- Where they were hatched from eggs;
- Where they were captured.

RELEVANT HS CODE :
ex 03.01 (b)

REFERENCE :
41.745

ISSUE No. 10: CHILLING, FREEZING AND OTHER PROCESSING OF PRODUCTS OF THE
SEA, VEGETABLES AND FRUIT

(I) Products of the sea:

OPTION A: Yes, provided that :

41. Thefish undergo acombination of three or more processes, involving freezing, chilling, cleaning,
gutting, removing gills, scaling and de-heading. This combination of three or more processes is
considered a substantia transformation. The quality of the fish obtained as a result of the processing
differs significantly from the input material. There is better quality in terms of hygiene, general
appearance and commercia value, which depends largely on the proper processing and packaging to
preserve the quality and to prevent contamination. The products are graded differently and are meant
for distribution to various countries and outlets.

42. In the case of individually quick-frozen (IQF) raw crustaceans and molluscs, a combination
of threeor more processesinvolving de-heading, shelling, de-veining, cooking by steaming or by boiling
in water, marinating in brine, freezing or glazing. The production of frozen IQF raw crustaceans is
asubstantial transformation. The quality of raw crustaceans obtained at the end of the process differs
significantly from the input material in terms of its hygiene/safety, commercia value and genera
appearance. Thisdependslargely on the processing that the product is subjected to and al so the proper
handling, processing and packaging of the product to preserve its quality and to prevent any form of
contamination.

43. During processing, it is critica that the time and temperature of the products are closely
monitored. Thisisto prevent any possibility of spoilage (microbiologica build-up) resulting from
delays and/or inadequate freezing. As the crustaceans come into constant contact with surfaces of
machines, equipment and containers, they have to be carefully sanitized and disinfected before and
after production or as frequently as necessary. Workersinvolved in the processing are also required
to be well-versed in good manufacturing practices so as to ensure that the products are handled and
processed hygienically.

44, To ensure that the final product is safe, wholesome and is fit for human consumption, the
processors have to constantly monitor and ensure that the critical pointsin the different stages of the
production process are under control and within the regulatory limit. They do so by implementing
quality control/assurance programmes as well as food safety systems in their production lines.

45, Thereisdso substantid transformation where the CIF vaue of non-originating imported materids
used in the production does not exceed 75 % of the ex-factory price of the goods.
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OPTION B: No

46. Chilling and freezing, whether done or in combination with other processes (de-heading, gutting,
etc.) cannot reflect last substantia transformation. Theoriginof fishwhichischilled, frozen, de-headed
or gutted or which has been subject to a combination of the processes referred to in Option A above
isthe country where the fish was caught, raised or wholly obtained. Thevarious aternatives proposed
are set out in the table appended to this document.

(I Vegetables and fruit :

OPTION A: Yes
47. For vegetables and fruit, freezing involves the following steps :
- Cooling as soon as possible after harvesting, to ensure top quality of the product;
- Cleaning;
- Washing;
- Sorting;
- Grading;
- Peeling;

- Blanching : To destroy enzymes which would cause deterioration, vegetables are blanched
in 100 C water or in steam at atmospheric pressure;

- Cooling must be rapid after blanching to prevent overcooking and bacteria growth. Cooling
can be by water flume, forced air, water spray or a combination thereof;

- Freezing - IQF foods, including corn, peas, lima beans and fresh carrots, freezing precedes
packaging. Freezing can be by air blast belt, fluidized bed or liquid contact;

- Packaging, usualy in polyethylene bags; and
- Packing the bags into cartons.

48. Therefore, the freezing of vegetables or fruit is considered to reflect last substantial
transformation.

OPTION B: No
49, Freezing is based on controlling or reducing the quantity of water naturally occurring in the
fruit or vegetables, with aview to delaying the activity of micro-organisms. It isintended to preserve

goods during transportation and/or storage and accordingly, is a minimal operation.

50. Consequently, freezing cannot reflect last substantia transformation, even if combined with
the processes referred to under Option A above.
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RELEVANT HS CODES :
03.02, 03.03,ex 03.06(a), ex03.07(a), 07.10, 08.11, ex 08.14 (a)

REFERENCES :
41.735, 41.745, 41.891, 41.899

ISSUE No. 11: OBTAINING OF FISH SURIMI

OPTION A: Yes
51. Theabtaining of fish surimi fully reflectslast substantial transformation, the production process
being sufficiently complex to beregarded asconferring origin. The product obtained istotally different
from the initial product and meets a very specific demand. The vaue of surimi is much higher than
that of the fish from which it is transformed.

OPTION B: No

52. The process for manufacturing fish surimi is asimple one which cannot reflect last substantia
transformation. The origin of fish surimi is the country of origin of the fish used asthe raw material.

RELEVANT HS CODE :
ex 03.04 (a)

REFERENCE :
41.745

ISSUE No. 12: OBTAINING OF FISH FILLETS

OPTION A: Yes

53. The obtaining of fish fillets fully reflects the last substantia transformation. The process of
cutting intofilletsinvolves severa operations. Ingenera, theraw materialsareiced in boxesor frozen.
After washing, the fish are graded by size and quality before the collar-bone is removed by a cutting
machine. The backbone is then removed and the fish is cut into two pieces (fillets). The skin is
separated from the flesh by a skinning machine and the fillets are then prepared and cleaned by hand
to remove any bones, nematodes and blood spots. The cleaned fillets are graded, packed, frozen and
stored under specific conditions until shipping. Approximately 3 kg of gutted raw fish is required
to produce 1 kg of filletsready for freezing. Unlike ungutted raw fish, fillets are ready for immediate
household use.

OPTION B: No
54, The process for obtaining fish fillets is a simple one which cannot reflect last substantial
transformation. It ispurely and simply a matter of cutting the fish lengthwise into two symetric parts

and removing the bones, without the slightest transformation of the fish.

RELEVANT HS CODE :
ex 03.04 (b)

REFERENCES :
41.417, 41.745,
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ISSUE No. 13: OBTAINING OF FRESH, CHILLED OR FROZEN FISH MEAT FROM FRESH,
CHILLED OR FROZEN FISH

OPTION A: Yes

55. The obtaining of fish meat from fresh, chilled or frozen fish is a substantial transformation.
This entails the washing, chilling or freezing of whole fish, removal of the vertebra column, grading
accordingto sizeand quality, and splitting. Consequently, thefish meat originatesin the country where
it was obtained from the fresh, chilled or frozen fish.

OPTION B: Yes, provided that
56. Thefish meat may be considered as originating in the country in which it is obtained, provided
that the CIF value of the non-originating materialsimported and used in its production does not exceed
75 % of the ex-factory price of the goods.

OPTION C: No
57. The obtaining of fish meat from fresh, chilled or frozen fish does not reflect the last substantial
transformation. The processes to which the fresh, chilled or frozen fish are subjected do not entail

any rea transformation of the fish.

RELEVANT HS CODE :
ex 03.04 (c)

REFERENCE :
41.745

ISSUE No. 14: OBTAINING OF SHARK'S FIN CAKE

OPTION A: Yes
58. Obtaining shark's fin cake from shark's fin fully reflects last substantial transformation. In
the manufacturing of shark’sfin cake, the starting material is shark’ sfin. Infact, not the whole shark’s
fin is suitable for making shark’s fin soup. Such processes as scouring, skinning and setting obtain

the suitable part from shark’s fin, rendering it suitable for making shark’s fin soup. The form, the
shape and the utility of the starting material have undergone last substantial transformation.

OPTION B: Yes, provided that :
59. Shark’s fin cake is obtained from fresh, chilled or frozen shark’s fin.
OPTION C: No

60. The process for obtaining shark’s fin cake from shark’s fin is a simple process which does
not reflect last substantial transformation.

RELEVANT HS CODE :
ex 03.05 (a)

REFERENCE :
41.745.
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ISSUE No. 15: OBTAINING SALTED FISH ORFISH IN BRINE, INCLUDING HEAVY SALTED
FISH

OPTION A: Yes
61. The process for producing heavy salted fish fully reflects last substantial transformation.

62. There are dready definitions by FAO/WHO making a distinction between salted/salt fish on
the one hand and heavy salted fish on the other hand.

63. Salted/sdlt fish is defined as :” fish which have been treated by either brining, dry-sating,
pickle-curing or a combination of these treatments increasing the amount of salt in the fish beyond
the limits ordinarily found in the fresh fish”.

64. Heavy sated fish is“ salted fish and dried salted fish which has been fully saturated with salt
which may be offered for consumption without further industrial processing” .

65. The obtaining of heavy sdted fish is considered to be substantia transformation and it is described
below.

66. In the modern fishing industry, neither heavy salting nor further drying of heavy salted fish
isnecessary to ensurethequality of thefish during transportation and storage. Thus, theEEA Protocol 4
on Rules of Origin, Article 6 description of insufficient “ operations to ensure the preservation of goods
in good condition during transport and storage” does not cover the products in question.

67. Furthermore, freezing the raw material is nowadays a better and even less expensive method
for conserving thefish than heavy salting and drying. Thisisillustrated by the fact that some countries
import frozen round fish (de-headed and gutted) in order to produce heavy salted fish and heavy salted
dried fish (klip-fish). Obvioudly, therefore, heavy sdting and drying the fish is obtaining a new,
distinctive end-product, and not a way of ensuring food quality during transportation and storage.

68. Heavy salted fish and klip-fish are categorized according to specified product standards defined
by theimporters. The quality references between the different markets vary substantially. Therefore,
the production of heavy salted and dried heavy salted fish is “tailor-made’ for given markets, in
accordance with consumer preferences.

69. Heavy salting and drying of heavy salted fish lead to anew product impossible to re-transform
to the original product.

70. After thawing, the meat in afrozen fish will have the same functional (water-binding capacity)
and sensory properties(taste, colour and aroma) asbeforefreezing. The producerscantherefore choose
freely as regards the products they will make from the raw material. Heavy salted fish, in contrast,
cannot bere-transformed to the starting point, even if thefish is soaked in fresh water for several days.

71. Thematurity process of thefish meat isconducted by different physical, chemical and enzymic
processes. Themost visible effect isthat the muscles|ose about 50 % of their water, which isreplaced
by salt. The amount of salt in the salt-saturated fish meat is about 20 %. In short, the water goes
out and the salt penetrates into the fish muscles. The changes in the fish are permanent.

72. During the ripening process, the structure of the fish meat is fundamentally changed. If one
studies the muscles in the fish meat, one can see that the proteins are denaturing and aggregating.
This means that the fish muscles become stiff, shrink and lose the properties of fresh fish meat. These
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changes are impossible to reverse, even if the heavy salted fish is soaked in fresh water. However
most of the water that was replaced by salt during the maturity process will be absorbed in the fish
meat. However the fish meat has changed its sensory properties once and for al, i.e. thetaste, colour
and aroma are totally different compared to fresh fish.

73. If the heavy sdted fish is being dried in order to produce klip-fish, the denaturation of the
proteinsand the changesin the sensory propertieswill beaccentuated. No additional processing method
could change these given characteristics, and heavy sated fish and klip-fish will thus have the same
specific characteristics until consumption.

74. This degree of processing is time-consuming; it changes the product's physical character and
represents a substantial value added to the product.

75. Production of heavy salted fish and klip-fishisasubstantial transformation of theraw material,
with reference both to physical transformation throughout the process and the number of processing
steps, as well as the costs involved in the production.

OPTION B: No
76. Salting is based on controlling or reducing the quantity of water naturally occurring in the
products, with a view to delaying the activity of micro-organisms. It is intended to preserve goods
during transportation and/or storage and accordingly is a minimal operation.

RELEVANT HS CODE :
ex 03.05 (b)

REFERENCES :
41.417,41.745

CHAPTER 4
(See dso Issue No. 4)

ISSUE No. 16: OBTAINING COFFEE CREAMER

OPTION A: Yes
77. Obtaining coffee creamer fully reflects last substantial transformation. In the manufacture of
coffee creamer, the starting materia is skimmed milk powder (possibly aso from other dairy ingredients).
Milk fat, water, emulsifiers and stabilisers are added in accordance with specifications. The product
issterilized at a specific temperature, then cooled before putting into packages. The fina product has
a specific use and is intended to be consumed by putting into coffee.

OPTION B: Yes, provided that :
78. Coffee creamer is obtained from liquid milk of heading 04.01.

OPTION C: No

79. The origin of coffee creamer is the country in which the liquid milk is obtained in its natura
or unprocessed state.
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RELEVANT HS CODE :
Ex 04.02 (a)

REFERENCE :
41.745

ISSUE No. 17: PRODUCTION OF RECONSTITUTED MILK

OPTION A: Yes
80. Production of reconstituted milk fully reflects last substantial transformation.

81. Milk is reconstituted from two main ingredients which are anhydrous (no moisture), whereas
the end product is hydrous (rich in moisture), i.e. the essentia nature of the product is changed
considerably. Its physical composition and functiona properties are diametrically opposed to those
of itscomponents. The production processisrelatively complex and hasto becarried out in aspecially
equipped facility. The processes are as follows :

- Reconstitution of the milk powder;

- Addition of milk fat;

- Stirring of the mixture;
Homogenization, pasteurization, boiling.

82. Consequently, reconstituted milk originates in the country where the reconstituting processes
are carried out using products of the same heading.

OPTION B: No
83. The production of reconstituted milk does not reflect last substantial transformation.
84. Theprocessfor reconstituting milk isnot aparticularly complex oneand, aboveall, the product
obtained has no specially different characteristics compared with the products used, since it is aso

milk.

85. Theorigin criteriaproposed for the product differ, one would retain origin of the liquid milk,
the other would confer origin of the milk powder or condensed milk, from which it is produced.

RELEVANT HS CODE :
ex 04.02 (b)

REFERENCES :
41.745, 41.879.

ISSUE No. 18: OBTAINING OF CONDENSED MILK

OPTION A: Yes

86. Obtaining condensed milk is considered to reflect last substantial transformation. The process
(or processes) for obtaining condensed milk from liquid milk or, by reversibility, from skimmed milk
powder or from anhydrous milk fats to which sugar or sweetening matter may or may not have been
added, isacomplex onewhich resultsin aproduct that is completely different from the products used.
The origin of condensed milk is the country where it is produced.
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OPTION B: Yes, provided that :

87. The starting point for the process is liquid milk of heading 04.01. The origin of the milk is
the country where the condensed milk is produced from liquid milk of heading 04.01.

OPTION C: No
88. Neither removal of the water contained in milk nor the addition of sugar or other sweetening
matter in any way aters the milk molecule. The origin of the milk is the country where the liquid

milk is obtained in its natural or unprocessed state.

RELEVANT HS CODE :
ex 04.02 (c)

REFERENCES :
41.745, 41.879

ISSUE No. 19: OBTAINING OF MILK POWDER

OPTION A: Yes

89. Here asolid product is obtained by removing the water contained in liquid milk. The method
of removal isdrying of the liquid milk. The functional properties of the end product (skimmed milk
powder or wholemilk powder) areakey element to be taken into account when deter mining substantial
transformation. Milk powder is solid and usualy anhydrous; it isricher in proteins (skimmed milk
powder) and in fats (whole milk powder) than ordinary fresh milk. In addition, it can be kept for far
longer than fresh milk - particularly skimmed milk powder which will keep for threeyearsif conserved
under the correct conditions. Consequently, the obtaining of milk powder fully reflectslast substantial
transformation.

OPTION B: No

0. Partial or total removal of the water in milk in no way alters the milk molecule. The origin
of the milk is the country in which the liquid milk is obtained in its natural or unprocessed state.

RELEVANT HS CODE :
ex 04.02 (d)

REFERENCES :
41.745, 41.879.

ISSUE No. 20: OBTAINING OF MILK PRODUCTS OTHER THAN BUTTERMILK OR WHEY

OPTION A: Yes

1. Obtaining milk products such as yoghurt, kephir, fermented or acidified milk and the likefrom
liquid milk, from concentrated milk (whether or not in powder form) or from reconstituted milk fully
reflects last substantial transformation. Such milk products have atotally different composition from
milk. They aso have characteristics and uses that differ from those of milk. Consequently, obtaining
of these products is considered to reflect last substantial transformation.

OPTION B: No
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92. Obtaining milk products such asyoghurt, kephir, fermented or acidified milk and the likefrom
liquid milk, from concentrated milk (whether or not in powder form) or from reconstituted milk does
not reflect last substantia transformation. The origin of these products is the country where the milk
is obtained in its natura or unprocessed state.

RELEVANT HS CODES :
Ex04.03(a) - ex04.03(c) and 04.04

REFERENCES :
41.438, 41.745, 41.879

ISSUE No. 21: OBTAINING OF BUTTERMILK AND WHEY

OPTION A: Yes

93. The obtaining of buttermilk or whey fully reflects last substantial transformation. The
manufacture of buttermilk entails skimming of milk (separation of the fat) in separators comprising
abowl that isrotated very rapidly. Under the effect of centrifuga force the fat globules, which are
lighter, gather around the rotating axis and are drawn, with afraction of the milk, to the cream outlet.
The separation is facilitated by a stack of trunckated discs integral with the rotating axis. The cream
separated in thisway is subjected to churning in order to convert it into butter. Churning, which entails
subjecting the cream to the action of paddiesturning rapidly in acylinder, givestwo products : butter
and a milky liquid known as buttermilk. Whey is the combination of the natural components of milk
which remain after the fat and casein have been eliminated. The process for eliminating the fat and
caseinin order to obtain whey isacomplex onewhich requires considerabl e experience and know-how.
These products (buttermilk and whey) have atotally different composition from milk. They also have
characteristics and uses that differ from those of milk.

OPTION B: No
94, Obtaining buttermilk or whey from liquid milk, from concentrated milk (whether or not in
powder form) or from reconstituted milk does not reflect last substantia transformation. The origin

of these products is the country where the milk is obtained in its natural or unprocessed state.

RELEVANT HS CODES :
ex04.03(b), 04.04

REFERENCES :
41.438,41.745, 41.879,

ISSUE No. 22: OBTAINING OF PROCESSED CHEESE

OPTION A: Yes.

95. Obtaining of processed cheese from other cheese classified in the same heading fully reflects
last substantial transformation. The constituents of the mixtures (one or more varieties of cheese and
one or more of the following : cream or other dairy products, salt, spices, flavouring, colouring) are
chosen to give the desired flavour and colour, and are then blended with emulsifying salts, usually
di- or trisodium citrate or tetrapotassium diphosphate, and water. The mix is heated to 80 - 85 C
for five to eight minutes in a batch cooker, or extrusion-cooked in an equivalent process. The cheese
is then formed into portions or slices before packaging.
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OPTION B: No

96. The processfor obtaining processed cheese isa simple one which consists, purely and simply,
of mixing various sorts of cheese and melting them by means of heat or emulsifiers.

RELEVANT HS CODE :
0406.30

REFERENCES :
41.422, 41.438, 41.745

ISSUE No. 23: REMOVING EGGS FROM THEIR SHELL, COMBINED WITH OTHER
OPERATIONS

OPTION A: Yes

97. When combined with one or more other operations, the removal of eggs from their shell fully
reflects last substantial transformation, as it radically transforms the eggs and make them suitable for
specific uses. Those operations may be cooking by steaming or by boiling in water, moulding, drying,
freezing or otherwise preserving, whether or not containing added sugar or other sweetening matter.

OPTION B: No

98. Removing eggsfrom their shell, whether or not combined with other operations, cannot reflect
last substantia transformation. These are simple preserving processes which do not substantially ater

the eggs.

RELEVANT HS CODES:
0408.91, 0408.99

REFERENCE :
41.745

ISSUE No. 24: SEPARATING EGG YOLKS FROM EGGS

OPTION A: Yes

99. Separating egg yolks from whole eggs constitutes a last substantial transformation. It is a
complex process requiring considerable know-how and appropriate technology. The product obtained
is different from the initial one.

OPTION B: No

100.  Separating egg yolks from whole eggs does not consitute a last substantia transformation.
Thereis no new element to transform the two natural components of an egg_: the white and the yolk.
These two components are purely and simply separated so that each can be used for its own specific
purpose.

RELEVANT HS CODES:
0408.19
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REFERENCE:
41.745

ISSUE No. 25: PROCESSING DRIED EGG YOLKS

OPTION A: Yes
101. Processing dried egg yolks by operations such as cooking by steaming or by boiling in water,
moulding, freezing or otherwise preserving, whether or not containing added sugar or other sweetening
matter, is a last substantial transformation.

OPTION B: Yes, provided that:

102.  Processing dried egg yolks does not constitute alast substantial transformation, unless carried
out in the same country as both the separation of the egg from its shell and the drying operation.

OPTION C: No
103.  Processing dried egg yolks does not constitue a last substantia transformation.

RELEVANT HS CODES:
0408.11, 0408.19

REFERENCE:
41.745

CHAPTER 6

ISSUE No. .26: CHANGE TO BULBS, TUBERS, TUBEROUS ROOTS, CORMS, CROWNS OR
RHIZOMES IN GROWTH OR IN FLOWER FROM A DORMANT STATE

OPTION A: Yes

104. Changeto bulbs, tubers, tuberous roots, corms, crowns or rhizomes, in growth or in flower,
of subheading 0601.20, from a dormant state (subheading 0601. 10), involves a substantid transformation.
Thesetwo typesof products are substantively different in appearance, utility and commercial, aesthetic
or decorative value. The rule should be a“CTSH".

OPTION B: No
105. The origin of the goods should be the country in which the dormant bulbs, tubers, etc. are
grown and harvested. The change to dormant bulbs, tubers, etc. does not involve any substantial

transformation.

RELEVANT HS CODE:
0601.20

REFERENCE:
41.745
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ISSUE No. 27: MANUFACTURE OF WREATHS, FLOWER BASKETS, BUTTONHOLESAND
THE LIKE

OPTION A: Yes

106. The manufacture of wreaths, flower baskets, buttonholes and the like constitutes a substantial
transformation.

107.  Theobtaining of these products requires numerous processes such asdrying, bleaching, dyeing
or matching of shapes and colours. The products obtained have different uses and characteristics to
the materials used.

108.  Consequently, wreathes, flower baskets, button holesand thelikeoriginateinthecountry where
they are manufactured from products of the same heading 06.04.

OPTION B: No

109. Themanufacture of wreaths, flower baskets, buttonholesand thelike from the various products
of heading 06.04 does not constitute a substantial transformation.

110.  These products can be obtained by relatively simple processes and they do not constitute new
products.

111.  Consequently, the products originate in the country where their constituent plants grew.

RELEVANT HS CODES:
ex-06.03(a), ex-06.04(a)

REFERENCE:
41.745

ISSUE 28: DRYING, DYEING OR BLEACHING CUT FLOWERS OR FLOWER BUDS

OPTION A: Yes

112.  Drying, dyeing or bleaching cut flowers or flower budsis a substantia transformation which
results in a new product with different characteristics and uses.

OPTION B: No

113.  Cut flowers and flower buds, whether fresh, dried, dyed, bleached or impregnated, originate
in the country in which the plants grew.

RELEVANT HS CODE :
ex-06.03(b)

CHAPTER 7
(See aso Issues Nos. 4 and 10)

Issue No. 29 OBTAINING POWDERED VEGETABLES
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OPTION A: Yes

114.  Theobtaining of powdered vegetables from vegetables, including fresh, dried or freeze-dried
vegetables constitutes a substantial transformation. The rule proposed is“ CTHS'.
OPTION B : Yes, provided
115. The obtaining of powdered vegetables from vegetables, other than dried or freeze-dried
vegetables, is a substantial transformation. Merely powdering dried vegetables is not a substantial
transformation. The rule proposed is“ CTH”".

RELEVANT HS CODE :
ex-07.12 (a)

REFERENCES :
41.422, 41.745

CHAPTER 8
(See Issues Nos. 4 and 10)
CHAPTER 9

ISSUE No 30: DECAFFEINATION OF COFFEE

OPTION A: Yes

116. Decaffeination of coffee is a substantial transformation. It isan industria process involving
the use of various solvents which resultsin acommercially distinct new product which meets a specific
consumer requirement for coffee which does not contain caffeine.

117.  Decaffeination is a process prior to roasting where 96% to 98% of caffeine is extracted from
the raw beans. This process disrupts the physical and chemical structure of the beans and, therefore,
the flavour of the coffee. The methods involved vary with different solvent application, namely
MethyleneChloride(MC), Ethyl Acetate(EA), water process(natural) and liquid carbon dioxide(CO2).
The final product of this decaffeinated coffee is still raw (green). To brew this decaffeinated coffee
it has to undergo the normal roasting process. To date, no solvent can be claimed to specifically bind
or extract caffeine substance only. Other coffee substances will dissolve into the solvent during the
decaffeination process. Therefore, decaffeinated coffee tastes different from the non-decaffeinated
coffee.

118.  Decaffeination bringsabout achangein thechemical structure of theinput material. Therefore,
decaffeination shoul d be considered asresulting in anew product which hasundergoneitslast substantia
transformation.

OPTION B: No

119. Decdffeination isnot substantial transformation because, as discussed below, it does not affect
the main characteristics of the product.

120. Coffeeisafruit from which one can obtain a beverage of certain organoleptic characteristics
(aroma, acidity, bitterness and body). These organoleptic characteristics are determined by a combination
of: the species (arabicaor robusta); the place of cultivation (latitude, altitude, soil); climate conditions
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(exposureto sun and rain); the methods of harvesting the beans (fruit from the plant); and the methods
of processing the fruit into the green dry bean. The species is essentia because it has a determined
number of chromosomes which, in interaction with the above-mentioned conditions, confer its main
organoleptic characteristics. The harvesting and processing of coffee at the place of cultivation determines
the quality of taste and flavour, but can also result in some defects (e.g. overly prolonged fermentation
of the bean results in an undesirable flavour) that cannot be corrected by the decaffeination process.

121.  The organoleptic characteristics are determined by the combination of the above factors and
arenot modified by decaffeination. Decaffeinationisthepartia removal of caffeine, oneof 113 elements
present in coffee. Decaffeination iscarried out by adding water, organic solvents or hypercritical gases.
The success of the process of decaffeination relies on the partial removal of caffeine without changing
the characteristics of taste of each coffee.

RELEVANT HS CODES:
0901.12, 0901.22

REFERENCES:
41.447, 41.504, 41.745

ISSUE No. 31: ROASTING OR TOASTING OF COFFEE

OPTION A: Yes

122.  Roasting of coffeeisasubstantia transformation. Coffee isawaysroasted for use. Roasting
consists of dry distillation with the formation of new components that produce the flavour and aroma.
The aroma results from a combination of adehydes, alcohols and phenols. Green coffee beans can
be stored for long periods, but in roasted coffee the a dehydes are gradually reduced and phenols and
H,S are formed with change in flavour. The diacetyl is converted to acetylmethylcarbinol with loss
of aroma. This chemical change in the product should be recognised as the last substantial
transformation. Thisis in keeping with similar decisions made in other chapters

123.  Roasting of coffeeis done in a coffee-roasting facility at high temperatures of 200 C-260 C.
A complex series of reactions takes place during roasting. The resulting chemical composition differs
radicaly from that of the origina green beans. Every second of roasting causes the elements of the
green beans to decompose or to form other intermediaries. These intermediariesinclude caffeine, sugars,
water, oil, protein, chlorogenic acid, tannin, caffetannin, caffeic acid, starch, trigonelline, fibrous
materia, ash and traces of vitamins.

124.  During roasting at above 200 C, al moisture in the beans is expelled. The volume of the
shellsincreases but thereisweight lossdueto | oss of moistureand other vol atile decomposition products
(gases, e.qg. CO,). With hesat, gasesform in the beans and cause the shells to expand in volume. The
colour change is caused by caramelization of the sugars. The darker roast is due to carbonisation.

125.  The green coffee beans have been substantially transformed after roasting as follows :

€) Loss in weight of up to 24% for the darkest roast and about 15% for the light roast, owing
to evaporation during roasting. Moisture content is reduced to about 2% of the weight of the roasted
beans. Unroasted beans have a moisture content of 12% - 14%.

(b) Increase in volume due to formation and expansion of gases, mainly CO,, and other natural
fragrances (coffee). This induces the shell to expand between 50% - 80%. It also makes it easier
to crush the beans during the grinding process.
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(© Unroasted beans are green or yellowish (old crop), hard and taste raw (fresh crop). The moisture
content is between 12% - 14%. Changes in colour and texture range from light cinnamon to very
dark colour, depending on the roaster’s technology. During the roasting, the unroasted beans change
from green to light cinnamon to dark roast. The colour depends on individual preference or standard.

(d) Taste varies according to duration of roasting:
Cinnamon colour - nutty

Medium roast - aromatic

Dark roast - pungent and bitter fragrance.

(e Chemica changes occur and these affect the quality of the aroma and flavour of the find product.
After roasting, the aroma will continue to be released.

OPTION B: No

126. Roasting ishot substantid transformation because it does not affect the organoleptic characteristics
of the product. Coffee is wholly obtained in the place of production of the bean.

127.  Theorganoleptic characteristics of coffee (aroma, acidity, bitterness and body) are determined
by a combination of the chromosomic composition of the coffee species (arabica, 44 chromosomes,
or robusta, 22 chromosomes), the place of cultivation (latitude, atitude, soil), climate conditions
(exposureto sun and rain), the methods of harvesting the beans (fruit from the plant) and the processing
methods of thefruitinto the green dry bean. The species isessential becauseit has adetermined number
of chromosomes which, in interaction with the above-mentioned conditions, confer the main organoleptic
characteristics. Thisgives aspecific chemica composition which isresponsiblefor thefinal taste. The
harvesting and processing of the coffee fruit to obtain the coffee bean determines the quality of taste
and flavour and can also result in certain defects (e.g. overly prolonged fermentation of the bean results
in an undesirable flavour) that cannot be corrected by the roasting process.

128.  Theorganoleptic characteristics are determined by the combination of the abovefactors. These
organoleptic characteristics are intrinsic in the coffee bean and cannot be modified by mere roasting.

129. Roasting is not a substantial transformation for the following reasons:

€) Roasting of coffeeisasimple process practised since 1554, whereby dry heat isadded (between
200° and 300° C) with the purpose of eliminating water and facilitating the preparation of the beverage.
The processis so simpleit can be done at homein the stove or in the oven, becauseit does not require
precision with regard to temperature or its duration.

(b) In this process, no new substance is added and no new product is obtained. All the complex
biochemical reactionsthat areresponsiblefor thefinal flavour, aroma, bitterness and acidity, and which
identify the beverage, have occurred in the geographical place where the coffee trees are cultivated.

(© Theresults of roasting depend solely on the intrinsic characteristics present in the green coffee
which depend on the genome expression (genes and environment). Consequently, the organoleptic
characteristicsthat can be obtained from the beverage depend entirely on the characteristicsthat already
existed in the green coffee. Roasting cannot create any particular organol eptic characteristics that were
not previously in the green coffee beans.

(d) Roasting of coffee cannot be compared with cooking of other products. By the nature of the
process and the nature of the product, it can only be compared with the same process when applied
to shelled nuts and fruit.
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(e It does not ater the chemical composition of the basic organic components. For example, the
content of caffeine in the arabica green bean is 1.2%, while after roasting it is 1.3%. Similarly, the
trigonellinecontent is 1% beforeand after roasting; lipids, which arethe el ement determining thearoma,
constitute 16.2% in the green bean and 17% in the roasted bean; mineras constitute 4.2% before and
4.5% after roasting.

® Roasting does not affect consumer preferences, but merely triesto bring out intensitiesin the
intrinsic qualities of each green coffee bean. So much so that beans from different origins are roasted

separately.

(9) The fact that roasting does not affect the organoleptic characteristics of the bean can be
demonstrated in several ways:

Different coffee results from roasting different species (arabica or robusta). After similar
conditions of roasting, each group of beans shows the characteristics that belong to its own species
and geographica origin, and it isimpossible to obtain the organol eptic characteristics of one from the
other.

Different coffee results from roasting beans of the same species but grown in different places.

Green coffee beans are traded based on a sample of the taste of the bean. Consequently, each
bean is roasted for tasting and then sold.

Roasting doesnot determinethe use of coffee. Any roasted bean can beused for any preparation
(i.e. American coffee, special coffee). Thedifference dependson the preparation method of thebeverage
and the machine used for this purpose, but in no way depends on the roasting. Moreover, roasting
as opposed to blending does not reflect consumer preference, but merely triesto bring out the qualities
intrinsic in the green bean.

130. It isimportant to clarify that roasting of coffee is not a dry distillation process. Distillation
is a process of separation of more volatile materials from less volatile materials by a process of
vaporisation and condensation.

RELEVANT HS CODES:
0901.21, 0901.22

REFERENCES :
41.423, 41.447,41.504, 41.745

ISSUE No. 32: MIXTURE OF COFFEE AND COFFEE SUBSTITUTE

OPTION A: Yes

131.  Coffee substitutes containing coffeein any proportion are substantially different from products
obtained from pure coffee. Mixing coffee of heading 09.01 with any other material used as coffee
substitute is origin conferring because the result of this process is a new and different product. The
rule would be “CTSH”.

OPTION B: No

132.  Adding coffee substitutes to real coffeeis asimple mechanical process and it does not change
the origin of the rea coffee.



G/RO/22/Add.1
Page 27

133.  Oneoption for theruleis* CTH” which would mean that the country of origin is the country
wherethe coffee plant grew. Under another option the country of originisthe single country in which
all components, i.e. not only the coffee but also the coffee substitute and any other ingredients, were
obtained in their natural or unprocessed state.

RELEVANT HS CODE:
ex 0901.90 (a)

REFERENCES:
41.423, 41.504, 41.745

ISSUE No. 33: BLENDING TEA

OPTION A: Yes

134.  Blending of tealeaves or tea dust substantially transforms the input used. The finished blend
is different from the starting materials in terms of purity, grades, fragrance and flavour. Blending
is also a process that requires great skill. Without blending, the consistency of the tea quality could
not be guaranteed. Each blending of tea is based on the need to satisfy a precise taste requirement
on the part of the consumer. Consequently, the origin of blended teaisthe country where the blending
takes place.

OPTION B: Yes, provided that

135. Theblending isdeliberate and proportionally controlled. Clearly, only this category of blends
reflectslast substantia transformation. Other categories of blendsareto beregarded assimplemixtures
which do not confer origin. (Asindicated in Basket 2 Chapter Note, the TCRO isstill to define origin
criteria for blended or mixed goods)

OPTION C: No
136. The quality of teais basicaly determined by the fresh leaves which contain several hundred
chemical components, such as polyphenol, protein, amino acid, vitamins, pigment enzyme, minera
elements, etc. Different environmentsproducedifferent varietiesand qualitiesof tealeaves. Theorigin
of tea should be the country in which the plants grew.

RELEVANT HS CODES:
ex 09.02 (a), ex 09.02 (b)

REFERENCES:
41.632, 41.745, 41.878

ISSUE No. 34: PLACING TEA IN INDIVIDUAL BAGS

OPTION A: Yes

137.  The placing of teain tea-bags is considered a last substantial transformation. It is a specific
process which resultsin anew commercial article, very different fromtheinitia product. Thisprocess
not only changes the presentation of the tea but, above all, makes it possible to modify the release
of the flavour. The origin of tea in tea-bags is the country where the tea was placed in the bags.

OPTION B: No
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138. The placing of teain tea-bags is not a last substantia transformation. This process does not
affect the flavour of thetea. The flavour, taste and general quality of tea depend on where the tea
was obtained and the processing in the country where it was obtained. The origin of teain tea-bags
is the country where the plants grew. The same appliesto infusions presented in individual bags and
obtained from plants, parts of plants of fruits of kinds primarily used in perfumery or in medicine.

RELEVANT HS CODES:
ex 09.02 b) and ex 09.02 (c)

REFERENCE:
41.745

ISSUE No. 35: CRUSHING AND/OR GRINDING

OPTION A: Yes

139.  For spicesof Chapter 9, crushing and/or grinding are considered to reflect the last substantial
transformation. They change the character of the goods by :

- Increasing their surface area, thereby enhancing thetransfer of flavouring agentsto the product
to be flavoured;

- Releasing essential oils that are inside the seed or leaf, making these flavouring ingredients
more easily available and more intense; and

- Creating aform of the seasoning that can be precisely measured for dispensing during cooking.

140.  The same changes are obtained when crushing and/or grinding plants or parts of plants (including
seeds and fruits) of akind used primarily in perfumery, in pharmacy or for insecticidal, fungicidal
or similar purposes, fresh or dried, whether or not cut.

141.  The process therefore substantially changes those products into a new and different product.
Consequently, the origin of these products is the country where the crushing and/or grinding takes
place.

OPTION B: No

142.  Crushing and/or grinding are not substantial transformations. All the characteristics of the
spices of Chapter 9 or of the above-mentioned plants and parts of plants are determined when they
are growing. Crushing and/or grinding merely release properties aready present in those products.
Consequently, the origin is the country where the plants grew.

RELEVANT HS CODES:
0904.12, ex 0904.20 (a), ex 09.05 (a), 0906.20, ex 09.07 (a), ex 09.08 (a), ex 09.09 (a), ex
09.10 (b) and ex 12.11 (b).

REFERENCE:
41.745

ISSUE No. 36: OBTAINING OF CURRY OR OTHER MIXED SPICES

OPTION A: Yes
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143.  Obtaining curry or other mixed spices is a last substantial transformation. The process is

complicated, involving grinding, sieving, heating or roasting and mixing, and requires considerable

know-how in controlling the percentage of the constituent materialsto producetheright taste, hotness,

colour and flavour. The resultant product acquires characteristics different from the origina ingredients.
OPTION B, provided that:

144.  Obtaining “ mixturesreferred toin Note 1(b) to this Chapter” isorigin-conferring for the same
reasons as given above. But some prefer that the rule be based on:

“CTHS, provided

- themixing changesthecharacter of productsor givestheessential character to products;
or

- the know-how of mixing (e.g. percentage of constituent materials, taste and flavour)
is indispensable; or

- the mixing is carried out through complicated processes’.

(As indicated in Basket 2 Chapter Note, the TCRO is till to define origin criteria for blended and
mixed goods)

OPTION C: No
145.  Obtaining curry or other mixed spices is not regarded as origin-conferring. The basic
characteristics of the species derive from the input ingredients (i.e. the seeds, leaves or any other parts
of the spice plants). The origin of the mixed spices or curry should be traced back to the country in
which the spice plants are grown.

RELEVANT HS CODES:
ex 09.10 (a), and ex 09.10 (c)

REFERENCES:
41.423, 41.745

CHAPTER 12

ISSUE No. 37: OBTAINING FLOURS OF OIL SEEDS OR OLEAGINOUS FRUITS

OPTION A: Yes

146.  Flours or meals of oil seeds, or oleaginous fruits of heading 12.08 are obtained from the oil
seeds or oleaginousfruits of headings 12.01to 12.07 by grinding. The process gives new appearance,
form and utility to the origina products and is therefore considered alast substantial transformation.

OPTION B: No

147.  Grinding isconsidered asimple operation. It does not change the characteristic of the original
seeds or fruits to a significant extent. The origin of the flours or meals of oil seeds and oleaginous
fruits should be traced back to the country where the oil seed plants or the oleaginous fruit bearing
plants are grown.
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RELEVANT HS CODE:
12.08

REFERENCE:
41.745

ISSUE No. 38: PLACING IN INDIVIDUAL BAGSPLANTS, PARTSOF PLANTSAND FRUITS
OF KINDS PRIMARILY USED IN PERFUMERY OR IN MEDICINE

OPTION A: Yes

148. The placing in individual bags of plants, parts of plants and fruits of kinds primarily used in
perfumery or in medicineis considered alast substantia transformation. It isaspecific process which
resultsin anew commercid aticle, very different from theinitial product. This process not only changes
the presentation of the products but, above al, makesit possible to maodify the release of the flavour.
The origin of plants, parts of plants and fruits of kinds primarily used in perfumery or in medicine,
in individual bags, is the country where those products were placed in the bags.

OPTION B: No

149. Theplacing in individual bags of plants, parts of plants and fruits of kinds primarily used in
perfumery or in medicine does not reflect the last substantial transformation. The origin of those
products, whether or not inindividual bags, isthe country wherethe plantsfrom which they are derived
were grown.

RELEVANT HS CODE:
ex 12.11 (c)

REFERENCE:
41.745

CHAPTER 13

ISSUE No. 39: COLLECTION OR EXTRACTION OF LAC, NATURAL GUMS, RESINS,
GUM-RESINS, OLEORESINS, VEGETABLE SAPS AND EXTRACTS

OPTION A: Yes

150. The collection or extraction of lac, natural gums, resins, gum-resins, oleoresins, vegetable
saps and extracts is a substantia transformation. Obtaining these products entails skilful operations
on the various plants which bear them. The products collected or extracted are, moreover, completely
different from the plants from which they are obtained. Consequently, the origin of these products
isthecountry wherethey arecollected or extracted from theplantswhich bear them. Theorigincriterion
is therefore expressed by a* Change-of-Chapter” rule.

OPTION B: No

151. The collection or extraction of lac, natural gums, resins, gum-resins, oleoresins, vegetable
saps and extracts is not a substantial transformation. The necessary processes do not present any
particular difficulty : often it is simply a matter of collecting or obtaining by spontaneous exudation,
by incision or by draining using solvents. Consequently, the origin of these products is the country
where the plants from which they come grew.



G/RO/22/Add.1
Page 31

RELEVANT HS CODE:
13.01

REFERENCE:
41.745

CHAPTER 14

ISSUE N0.40: OBTAINING VEGETABLE PLAITING MATERIALSOR VEGETABLE PRODUCTS
OF HS CHAPTER 14

OPTION A: Yes

152.  Obtaining vegetable materias, primarily used for plaiting, stuffing or padding or in brooms
or brushes, is a substantial transformation. The collection of these materials from the plants whence
they comerequiresconsiderablework and specia operations. Products obtainedinthisway areintended
for highly specific uses.

153.  Consequently the origin of these products is the country in which they were collected from
the plants. The origin criterion is therefore expressed by a change of Chapter rule.

OPTION B: No
154.  Obtaining vegetable materias, primarily used for plaiting, stuffing or padding or in brooms
or brushes, is not a substantial transformation. The operations which must be carried out to remove

them from plants does not present any specific difficulty.

155.  Consequently, the origin of the vegetable materials of Chapter 14 is the country in which the
plants grew.

RELEVANT HS CODES:
1401.10, ex 1404.20(c), 1401.90,14.02, 14.03, 14.04

REFERENCE:
41.745

ISSUE No. 41: OBTAINING THE CORE OR PEEL OF RATTAN CANE

OPTION A: Yes

156.  Obtaining the core or ped of rattan caneis a substantial transformation. shaping for plaiting
purposes. In addition, the products obtained have specia propertiesand areintended for more specific
USES.

157.  Theorigin of the core or pedl of rattan is therefore the country where they are obtained from
the rattan cane. The origin criterion is expressed by a change of split subheading.

OPTION B: No
158.  Obtaining the core or ped of rattan cane is not a substantial transformation. The operations

to obtain these products are not particularly complex. The products obtained are not products with
truly new characteristics.
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159.  Consequently, theorigin of the core or pedl of rattan isthe country in which they werecollected
from the plants concerned. The origin criterion is therefore expressed by a change of Chapter rule,
or the country in which the plant grew.

RELEVANT HS CODES:
Ex 1401.20 (a)

REFERENCE:
41.745

ISSUE No0.42: COATING RATTAN CANE, CORE OR PEEL WITH PVC

OPTION A: Yes

160. Coating rattan cane, core or peel with PVC isasubstantia transformation. The PVC coating
results in a new product with specific uses, greater strength and more durability. The origin of the
cane, coreor ped of rattan coated with PV C isthereforethe country in which these productsare obtained
from rattan cane, core or peel. The origin criterion is therefore expressed by a change of split
subheading rule.

OPTION B: No

161. Coating rattan cane, coreor pee with PV C isnot asubstantia transformation. The operations
required for this purpose are not particularly complex. The products obtained do not have truly new
characteristics.

162. The origin of the PVC-coated cane, core or pedl of rattan is therefore the country in which
the coated materialswere collected from the plants whencethey come. Theorigin criterionistherefore
expressed by a change of Chapter rule, or the country in which the plant grew.

RELEVANT HS CODE:
ex 1401.20(b)

REFERENCE:
41.745

CHAPTER 15

ISSUE No. 43: PRODUCTION OF PIG OR POULTRY FAT FROM RAW PIG OR POULTRY
FAT

OPTION A: No

163. Theaobtaining of pig or poultry fat from raw fat of heading 20.09 is a process which does not
modify the characteristics of the unrendered fat. Moreover, given that the melting of other fats of
heading 15.02 is generdly excluded as conferring origin (the raw and melted fats being classified together
in heading 15.02), it is proposed to exclude changes from heading 02.09 to heading 15.01.

OPTION B: YES

164. The change from animal materials of Chapter 2 to the fats of heading 15.01 is considered to
result in substantia transformation.



G/RO/22/Add.1
Page 33

RELEVANT HS CODE:
15.01

ISSUE No. 44: OBTAINING CLEAVAGE PRODUCTS OF HEADING 15.03 FROM ANIMAL
FATS

OPTION A: YES

165.  Substantia transformation of fats takes place when cleavage products including stearins, oleo
oils and tallow oils are extracted from animal fats

OPTION B: No

166. The physical separation of these products does not change their principal character as animal
fats.

RELEVANT HS CODE:
15.03

REFERENCE:
41.745

167.  For issues 45 through 48 below the Technical Committee has retained for further elaboration
thedefinitionsof: refining; re-refining or further refining; deodorizing; re-deodorizing; andfractionation
as Basket 2 issues. The draft templates to be considered by the TCRO are forwarded for information
to the CRO.

ISSUE No. 45: PRODUCTION OF REFINED FATSAND OILSFROM CRUDE FATSAND OILS
(TCRO DRAFT ONLY)

OPTION A: Yes

168. Crude oil is not suitable for direct consumption because it has not only the peculiar smells
of crude fats and oils but also impurities such as phospholipid, free fatty acid coloring matters and
small quantities of metals. Therefore, interms of Chapter 15, “ refining” can be defined asthe process
in which impurities are removed while the useful ingredients such astocopheorol are retained as much
as possible.

169. Theterm “fully refined” refersto an oil which has been refined, bleached and deodorized.
Therefining itsdf, which is normdly the first step, is of two types: physica (steam) refining; or chemica
(caustic) refining, both of which permit the removal of oil-insoluble materials. Bleaching (usually
by adding bleaching clay at e evated temperature and then filtering to remove the clay) and de-odorization
(usually by steam distillation which a so may remove some pigments) arethefina stepsin® full refining”
of oils. The cumulation of these steps results in substantia transformation of the crude fats or oils.

OPTION B: Yes

170.  Substantia transformation takes place at two different stagesduring thereining process. First,
the processes of filtering, degumming, neutralizing and bleaching result in result in oil from which
undesirable natural by-products have been removed. Second, deodorization removesflavour and odour
compounds to produce a neutra tasting oil. This is achieved by bubbling steam through the oil at
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anelevatedtemperatureunder avacuum. Thisprovidestheoil with significantly different characteristics
from the bleached oil in terms of colour and taste.

OPTION C: No

171.  Theterm“refined” isnot currently defined in the HS with regard to the fats and oils of Chapter
15. In developing the HS, the HSC considered possibly x-ing out “refined” products by name but
decided not to do so because the term was neither sufficiently defined nor consistently used.

172.  Furthermore, some crude oils, such asolive ail, require mere washing and filtering to produce
product that is ready for human consumption. Would such a process be considered refining?

173.  The simplicity of many of these processes for some oils raises the question how they could
be considered to be substantially transformed by refining. All these oils are recognizable as oils when
in their crude state, and the essentia characteristics that define them throughout the manufacturing
process - odor, flavor, mechanical properties - remain the same. In this sense, refining, however
itisdefined, servesto prolong theshelf lifeof theoil and sometimesto removeimpuritiesand sometimes
undesirable taste elements.

RELEVANT HS CODES:
15.01 to 15.15

REFERENCES:
41.504, 41.505; 41.531, 41.632; 41.735, 41.745

ISSUE No. 46: OBTAINING FRACTIONS OF FATSOR OILS (TCRO DRAFT ONLY)

OPTION A: YES

174.  Substantia transformation takes place when oils and fats are fractionated. Fractionation of
the oils and fats including the following involves substantial transformation :

a) refined, bleached and deodorised (RBD) pam olein to RBD pam mid fraction;
b) RBD pal kernd oil to RBD pam kernel stearine;
c) RBD pa kernel oil to fully refined pam kernel oil fraction.

Fractionation Process

1 Vegetable oils are fractionated to yield a hard fraction with amelting point of 30 C to 38 C.
This hard fraction is suitable for the manufacture of confectionery products such as compound chocol ates,
filling creams, caramelsand toffees. Threemethodsarecommercially availableto fractionate vegetable
oils. These are:

a)Physical fractionation
b)Detergent fractionation
c)Solvent fractionation

Crystallisation

1 Theinput, RDB pam olein or RBD pam kernel ail, is mixed with a warm solvent (acetone)
and then cooled down at a controlled rate in a specially designed crystaliser. When the desired
temperatureisreached, the high melting point fraction crystallisesleaving behind the low melting point
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fraction in solution. Proper control of the oil content, moisture content, cooling rate and the rotation
speed of the agitator (stirrer in the crystalliser) are essentia for the formation of stable fat crystals.

Filtration

2. The mixture or slurry (suspension of fat crystals) is then charged into a specia vacuum filter
to separate the fat crystals from the solution. After filtration, the cake (fat crystals) is removed by
washing with the solvent. Proper control of the vacuum and temperature of the washing solvent are
important to ensure that the low melting point fraction is completely removed from the cake.
Solvent Recovery

3. The dtered fat crystals are heated under vacuum in a special chamber to remove the residua
solvent. The solvent is also recovered from the low melting point fraction by the same process. The
recovered solvent is then recycled back to the crystalliser after passing through a distillation unit to
remove any residua moisture. Proper control of temperature and vacuum in the distillation unit are
important to ensure that the moisture content of the solvent is kept low. Thefiltered fat crystals are
recovered as either RBD palm mid fraction, RBD pam kernel stearine or fully refined palm kernel
oil fraction depending on the input used.

4, The input has been substantially transformed into anew and different product for specific use.
Before fractionation, the RBD palm olein is aliquid at room temperature with a melting point of not
more than 24 C while the RDB palm kernel oil has a melting point of 25 C-29 C, which constitutes
as aliquid oil a room temperature. After fractionation, the RDB palm olein and RDB pam kernel
oil are substantially transformed into a crystal fat with a melting point of 30 C-38 C. The specific
melting point of the product obtained as a result of the fractionation process is critical to its use in
the confectionery industry.

5. Theresultant products can be used alone or blended with other vegetabl e fats to make products
like compound chocolates, filling creams, caramels or toffees. In addition, RDB palm kernel stearine
and fully refined palm kernd oil fraction command a high premium over the raw material with a 50
%-60 % increase in price due to the intricate and costly process involved.

OPTION B: No

6. Fractionation does not result in substantia transformation of the input materials.

RELEVANT HS CODES:
15.01 to 15.15

REFERENCES:
41.531, 41.735; 41.745; 41.869

ISSUE No. 47: RE-REFINING OR FURTHER REFINING (TCRO DRAFT ONLY)

OPTION A: Yes

7. Re-refining is a second refining operation undertaken to correct deficiencies remaining from
thefirst refining process, e.g., to remove levels of iron or other impurities to meet quality standards.
This process is principaly for pam olein and palm stearin. It is one of severa modifications which
may berequired, depending upon theend product, whichisafina processin substantially transforming
the characteristics of theoil. (Seerelated proposa applicableto heading 15.04 and subheading 1515.90
concerning the combination of re-refining, deodorising and barrelling).
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OPTION B: No

8. These are considered simple processes. All these qils are recognizable as oils when in their
crude state, and the essentia characteristics that define them throughout the manufacturing process
- odor, flavor, mechanical properties- remain thesame. Inthissense, refining, however it is defined,
servesto prolong theshelf life of theoil and sometimesto removeimpuritiesand sometimesundesirable
taste elements.

RELEVANT HS CODES:
15.01 to 15.15

REFERENCES:
41.745; 41.632, 41.869

ISSUE No. 48: RE-DEODORIZING REFINED OILS (TCRO DRAFT ONLY)

OPTION A: Yes

9. Refined oils can be re-deodorized, or steam stripped, to further remove impurities followed
by treatment with citric acid and antioxidant to improve the stability of the oil. The process also
improves the color and flavor of the oil. (Seerelated proposd applicable to heading 15.04 and subheading
1515.90 concerning the combination of re-refining, re-deodorising and barrelling).

OPTION B: No
10. The re-deodorization of refined oils results in improvements to shelf life and other qualities,
but does not bring about changes in the characteristics inherent in the oil. Thereis, accordingly, no

substantia transformation of the input refined oils when they are subjected to re-deodorization.

RELEVANT HS CODES:
15.01 to 15.15

REFERENCES:
41.745; 41.632, 41.869

CHAPTER 16
ISSUE NO. 49: MANUFACTURE OF PRODUCTSCLASSIFIED IN CHAPTER 16 FROM MEAT,

OFFAL, BLOOD, FISH, CRUSTACEANS, MOLLUSCSOR OTHER AQUATIC INVERTEBRATES
OF CHAPTER 2 OR 3

OPTION A: Yes

11. Theobtaining of food preparations, preserved products, extractsor juices of meat, offal, blood,
fish, crustaceans, molluscs, aquatic invertebrates, caviar or caviar substitutes classified in Chapter 16
from meat, offa, blood, fish, crustaceans, molluscs, aquatic invertebrates or fish eggs of Chapter 2
or 3 is considered to be a last substantia transformation.

12. Consequently, the origin of these productsisthe country where they were obtained from meat,
offal, blood, fish, crustaceans, molluscs or aguatic invertebrates of Chapter 2 or 3.

OPTION B: Yes, provided:
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13. The change to Chapter 16 is not solely the result of seasoning or the addition of preservatives
or curing and/or smoking and cooking.
OPTION C: Yes, provided:

- The change to Chapter 16 is not only the result of seasoning or the addition of
preservatives; or

- The products to be considered as food preparations meet one of the following criteria :

€) Products to be consumed directly by the ultimate purchaser and normally sold to the
ultimate purchaser in places such as department stores, supermarkets, conventional markets, etc.

(b) Intermediate products which meet one of thefollowing requirementsand are to be used
in the food industry :

) Products made through processes which are commonly used for manufacturing
intermediate products for the food industry for the purpose of enhancing suitability for mechanical
production and lowering production costs in subsequent processes.

(i) Products whose ingredients are homogenized so that the said ingredients are not
technically or economically able to be separated.

(iii) Products which are transformed into those with the essentia character of specific prepared
productsthrough the addition of material or acomponent, regardlessof thequality of theadded material
or component.

OPTION D: Yes, provided:
14. They are not:

- Prepared or preserved meat, offal or blood, not cooked; or

- Raw fillets, merely covered with batter or breadcrumbs, whether or not prefried in oil, frozen.

OPTION E: Yes, provided:
15. Production of goods classified in Chapter 16 is a substantial transformation except products
that are obtained only by seasoning or preservation. Making sausages and similar products from mest,
meat offal or blood by adding seasonings and preservatives is not a complex process. The basic
ingredient is meat, usually in minced form combined with other filling, seasoning and/or preservatives
in some form of sausage casing. The addition of seasoning or preservatives does not change the nature
of the basic product (meat) and is used for flavouring and shelf-life purposes.
16. Production of goods classified in Chapter 16 is substantial transformation, except products
that are only cured and/or smoked and cooked. The process of cooking such products whether or not
resulting in change of chapter is not considered to be an origin conferring process.

OPTION F: No

17. Theobtaining of food preparations, preserved products, extractsor juicesof meat, offal, blood,
fish, crustaceans, molluscs, aquatic invertebrates, caviar or caviar substitutes classified in Chapter 16
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from meat, offal, blood, fish, crustaceans, molluscs, aquatic invertebrates or fish eggs of Chapter 2
or 3 isnot considered to be a last substantial transformation.

18. Consequently, the origin of these products is the country of origin of the animals from which
they are obtained.

RELEVANT HS CODES:
16.01 to 16.05

REFERENCE:
41.745

ISSUE NO. 50: OBTAINING PRODUCTS CLASSIFIED IN CHAPTER 16 FROM OTHER
PRODUCTS CLASSIFIED IN THE SAME CHAPTER

OPTION A: Yes

19. Obtaining products classified in Chapter 16 from other products classified in the same Chapter
is considered a last substantial transformation.

20. Consequently, theorigin of these productsis the country wherethey were obtained in thisway.
OPTION B: Yes, provided:

21. Production of goods classified in Chapter 16 is a substantial transformation, except products
that are obtained only by seasoning or preservation. Making sausages and similar products from mest,
meat offal or blood by adding seasonings and preservatives is not a complex process. The basic
ingredient is meat usually in minced form combined with other filling, seasoning and/or preservatives
in some form of sausage casing. The addition of seasoning or preservatives does not change the nature
of the basic product (meat) and is used for flavouring and shelf-life purposes.

22. Production of goods classified in Chapter 16 is substantial transformation except products that
are only cured and/or smoked and cooked. The process of cooking such products whether or not
resulting in change of chapter is not considered to be an origin conferring process.

OPTION C : No

23. Obtaining products classified in Chapter 16 from other products classified in the same Chapter
is not considered a last substantial transformation.

24, Consequently, the origin of these products is the country of origin of the animals from which
they are obtained.

RELEVANT HS CODES:
16.01 to 16.05

REFERENCE:
41.745

CHAPTER 17

ISSUE No. 51: EXTRACTION OF RAW SUGAR
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OPTION A: Yes

25. The process of extracting sugar from sugar cane or sugar beet is a substantial transformation.
Quiteapart fromthe complexity of thisprocess, the characteristics, form and use of theproduct obtained
are different from those of theinitial product. The origin of the sugar is the country where the sugar
is extracted.

26. Thisreasoning applies, mutatis mutandis, to sugars extracted from molasses and sugars other
than cane or beet sugar.

OPTION B: No

27. Theextraction of raw sugar doesnot constitute substantial transformation. Cane sugar issucrose
whichisformed in the sugar cane plant. Since cane deterioratesimmediately after harvesting, thejuice
extraction and raw sugar manufacture have to be concurrent to avoid the deterioration of the sucrose
in the cane juice. As such, cane harvesting, juice extraction and recovery of this sucrose in the form
of raw sugar are technically inseparable operations in the sugar process.

28. All stepsinthe sugar process are aimed at therecovery of sucrose. The stepsin milling include
juice extraction, juice clarification, evaporation, crystallisation and centrifugation. These operations,
while giving canejuice the crystalline form of raw sugar, do not ater the basic sweetening properties
of the sucrose molecule that has been formed in the cane plant. After milling, the resulting product
referred to as raw sugar already contains sucrose of 97.5 %.

29. Raw cane sugar is an interim stage in the sucrose recovery process. Whatever incidental uses
there may be for raw sugar, these are possible only because of its sucrose content. It is sucrose that
makes raw sugar usable for such purposes as animal feed, or alcohol manufacture.

30. As regards beet sugar, there does not exist araw sugar stage. All sugars produced from beet
are white sugars with characteristics approximating that of refined sugar.

31. Whether the process of extraction of raw sugar is simple or complex is not a criterion for
substantial transformation. The origin of raw sugar is therefore the country where cane or beet are
grown.

32. This reasoning applies, mutatis mutandis, to sugars other than cane or beet sugar.

RELEVANT HS CODES:
1701.11, 1701.12, ex 17.02 (d) and ex 17.02 (¢)

REFERENCES:
41.745, 41.871 and 41.898

ISSUE No. 52: ADDING FLAVOURINGSOR COLOURING MATTERTO CANE OR BEET SUGAR

OPTION A: Yes

33. Theaddition of flavouringsor colouring matter to cane or beet sugar reflectsthelast substantia
transformation. Itisacontrolled technological process. Thenecessary dosefor flavouring or colouring
agiven quantity of sugar must be calculated carefully and exactly, otherwisethe product obtained would
not be properly flavoured or coloured and hence would not meet the specific needs for which it was
prepared.
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OPTION B: No
34. The addition of flavourings or colouring matter to cane or beet sugar does not reflect the last
substantial transformation. Itisan addition of materialsintended to modify theflavour or shadewithout

actually atering the sugar’s intrinsic characteristics.

RELEVANT HS CODE:
1701.91.

REFERENCE:
41.745.

ISSUE No. 53: REFINING OF SUGAR

OPTION A: Yes

35. Refining sugar is a substantia transformation. During this process, the raw sugar crystals,
composed of sucrose and other materials, are completely broken down to amolecular level. The raw
sugar loses its physical aspect and chemical identity during this process and the refined sugar crystals
that emerge are a new and different product.

Change in use

36. Raw sugar is more than an intermediate product used to manufacture refined sugar. It isused
for many other commercia purposes, including cement manufacturing, animal feed and ethanol
production. Refined sugar is used amost exclusively as afood product. Thus, refined sugar has uses
that are completely different from those of raw sugar.

Change in character

37. The refining process effects a fundamental change in the structure and chemical makeup of
raw sugar. Raw sugar iscomposed of crystalsthat contain sucrose with other materials occluded within
the crystal and incorporated in the crystal lattice structure. The mixture surrounding the crystal is
composed of variousorganic andinorganic substances. During therefining processthecrystal structures
in the raw sugar are completely broken down to molecular constituents so as to completely lose their
physical identity. The refined sugar that emerges is composed of new sucrose crystals that no longer
contain non-sucrose materials occluded within the crystals. In addition, non-sucrose materials mixed
with and coating theraw sugar crystalsareremoved in refining through extensive processing operations
involving both chemical and physica reactions and changes. As a result, raw and refined sugar are
fundamentally different productswith significant differencesincrystal structureandsize, colour, odour,
texture, bacterial level, chemica makeup, taste and shelf-life.

38. It should benoted that thisoperationisalso considered substantial for the other sugarsclassified
in the different split headings of heading 17.02.

OPTION B: No

39. Refining raw sugar does not constitute substantial transformation. Raw sugar aready has a
sucrose content of 97.5 %. Much of the impurities in the cane juice would have been removed in
the crystallisation process at the raw sugar stage. The refining process, which employs such steps as
affination, melting, filtration, colour absorptionandrecrystallisation, whilefurther removingimpurities
raises sucrose content only marginaly from 96 %- 99 % in raw sugar to 99.5 % or higher in refined
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sugar. In this connection, the Explanatory Notes state that « raw sugar may, however, be of such a
high degree of purity that is suitable for human consumption without refining_».

40. The sugar refining process does not alter the original sucrose formed in the cane plant which
gives sugar itsessentia character as asweetener. The chemical reactionswhich occur in refining affect

only the non-sucrose components but preserve the original sucrose molecule.

41. Thesimplicity or complexity of aprocess, including sugar refining, isnot acriterion to determine
substantial transformation.

42. Also, asin the case of beet sugar, it is now possible to produce directly from cane juice white
cane sugar with characteristicsthat arevery closeto refined sugar without passing theraw stage. These
devel opments have made the boundary between cane, raw sugar and refined sugar obscure.

43. Therefore, the origin of refined sugar should be the country where the cane or beet grew.

RELEVANT HS CODES:
1701.91, 1701.99, ex17.02(a), ex17.02(b), ex17.02(d)

REFERENCES:
41.004, 41.505, 41.724, 41.745, 41.871, 41.898 and 41.899

ISSUE No. 54: OBTAINING CHEMICALLY PURE SUGAR

OPTION A: Yes
44, Obtaining chemically pure fructose, lactose, maltose or glucose from raw or refined sugar is
a last substantial transformation. The origin of chemically pure sugar is the country where the
purification process took place.

OPTION B: No

45, Obtaining chemically pure fructose, lactose, maltose or glucose from raw or refined sugar is
not a last substantia transformation.  Alternatives for the origin of chemicaly pure sugar are :

- the country where theraw material (from which the fructose, lactose, maltose or glucose were
extracted) was obtained;

- The country in which the fructose, lactose, maltose or glucose was extracted.

RELEVANT HS CODE:
ex 17.02 (a)

REFERENCE:
Doc 41.745

ISSUE No. 55: MANUFACTURING OF INVERT SUGAR

OPTION A: Yes

46. Manufacturing of invert sugar by hydrolysis of refined sugar solutions (sucrose) is a last
substantial transformation. Invert sugar consists of equal parts of glucose and fructose. The
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manufacturing process consistsof acidic or enzymatic hydrolysis. Thisisacomplex processand results
in a product that has new characteristics and specific uses.

47. Consequently, invert sugar originates in the country where it was obtained from sugars of the
same tariff heading.

OPTION B: Yes, provided:
48. Alternative conditions are proposed :
- Invert sugar isobtained from raw sugar of heading 17.01 or from other sugarsof heading 17.02.
- Invert sugar isin solid state or it is obtained from sugars of other headings.

- Invert sugar is obtained from sugars of other headings.

OPTION C: No
49, Production of invert sugar is not a substantia transformation. Alternate origin criteriraare
proposed :

- the country of extraction of sugars that served as a material to produce invert sugar;
- the country of origin of materias from which those sugars were extracted.

RELEVANT HS CODES:
ex 17.02 (b) and ex 17.02 (c)

REFERENCE:
41.745

ISSUE NO. 56: OBTAINING SUGAR SYRUPS, SUGAR JUICES, SUGARSAND CARAMELISED
MOLASSES OF SPLIT HEADING ex 17.02(e)

OPTION A: Yes, provided:

50. The goods are produced from cane or beet sugar of heading 17.01 or molasses of 17.03.
Otherwise there is no substantia transformation.

OPTION B: No

51. Obtaining of the goods cannot reflect thelast substantial transformation. The country of origin
of the sugar syrups and juices remains the country where -

Alternatives:

- the sugar was extracted;
- the cane or beet were grown.

RELEVANT HS CODE:
ex 17.02 (e)
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REFERENCE:
41.745

ISSUE No. 57: OBTAINING MOLASSES BY EXTRACTION OR REFINING OF SUGARS

OPTION A: Yes

52. Obtaining molasses from the processes of extracting or refining of sugars of heading 17.01
is alast substantial transformation.

53. Consequently, molasses should be considered as originating in the country where the sugar
extraction or refining processes took place, i.e. from the sugars of heading 17.01.

OPTION B: Yes, provided

54, Molasses are produced from plants. Obtaining molasses by refining of sugarsisnot substantial
transformation.

55. Conseguently, molasses shouldbeconsidered asoriginatingin thecountry whereit wasobtai ned
from plants.

OPTION C: No
56. Obtaining molasses from the processes of extracting or refining sugarsis not alast substantial

transformation.

57. Consequently, molasses should be considered as originating in the country where the plant
grew.

RELEVANT HS CODE:
17.03

REFERENCE:
41. 745

CHAPTER 18:

ISSUE No. 58: OBTAINING COCOA PASTE

OPTION A: Yes

58. Cocoa paste is obtained by grinding roasted cocoa beans. The grinding results in the last
substantial transformation. The rule should be “CTH”.

OPTION B: No
59. Grinding cocoabeansis not asubstantial transformation. The country of origin of cocoa paste
isthe country of origin of the raw cocoa beans. Theruleshould be* CTH except from headings 18.01
or 18.02".

RELEVANT HS CODE:
18.03
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REFERENCES:
41.531, 41.745

ISSUE No. 59: OBTAINING COCOA BUTTER, FAT OR OIL

OPTION A: Yes

60. Cocoa butter is obtained by hot-pressing cocoa beans or cocoa paste. Cocoa fat is obtained
from spoiled cocoa beans or from cocoa waste (such as shells, husks etc.) by pressure or by extraction
with solvents. These processes result in asubstantial transformation. The rule for the heading should
be“CTH”.

OPTION B: Yes, but only for cocoa fat and oil
61. Obtaining cocoafat or oil from cocoawasteisasubstantial transformation. However, obtaining
cocoa butter from cocoa paste is not a substantia transformation The rule should be “ CTH except

from heading 18.03".

RELEVANT HS CODE:
18.04

REFERENCES:
41.745, 41.539

ISSUE No. 60: OBTAINING UNSWEETENED COCOA POWDER FROM COCOA PASTE

OPTION A: Yes

62. Production of unsweetened cocoapowder involves asubstantial transformation. It is obtained
by pulverising the cocoa paste to produce a product with new characteristics. The rule proposed is
“CTH".

OPTION B: Yes, provided

63. Production of unsweetened cocoa powder (except from wholly or partly defatted cocoa paste
of subheading 1803.20) involves a substantia transformation. The rule proposed is “ CTH, except
from subheading 1803.20" .

64. Defatted cocoa paste is aready in powder form or requires only minor processing to obtain
cocoa powder. Thisis not considered to be a substantial transformation.

OPTION C: No

65. Production of cocoa powder cannot be considered as a substantia transformation. Some consider
that the origin should be the country of origin of the cocoa paste. Others consider that the country
of origin of the cocoa powder isthe country in which the cocoabeans are obtained. The rule proposed
is“CTH, except from heading 18.03".

RELEVANT HS CODE:
18.05
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ISSUE No. 61: ADDING SUGAR OR OTHER SWEETENING MATTER TO UNSWEETENED
COCOA POWDER

OPTION A: Yes

66. Production of cocoa powder, containing added sugar or other sweetening matter, from
unsweetened cocoa powder involves a substantial transformation. It is obtained by pulverising the
cocoa paste to produce a product with new characteristics. The rule proposed is“ CTH”.

OPTION B: No

67. Production of sweetened cocoa powder by adding sugar to unsweetened cocoa powder is not
asubstantial transformation. Therules proposed are“ CTH, except from heading 18.05" .and “ CTH,
except from Chapter 17 or from heading 18.05".

OPTION C: No

68. Production of sweetened cocoa powder from unsweetened cocoa powder or paste is not a
substantial transformation. Adding, sugar to cocoa powder does not maodify the characteristics of the
cocoa powder. Furthermore, obtaining powder from cocoa paste is not substantial because it results
from grinding. The rule proposed is therefore “ CTH, except from headings 18.03 or 18.05".

RELEVANT HS CODE:
1806.10

REFERENCES:
41.539, 41.745

ISSUE No. 62: MAKING COCOA PREPARATIONS (OTHER THAN SWEETENED COCOA
POWDER) IN LIQUID, PASTE, POWDER OR GRANULAR FORM, OF A CONTENT EXCEEDING
2KG, FROM COCOA POWDER

OPTION A: Yes

69. Processing cocoa, including cocoa powder whether or not sweetened, into the cocoa preparations
inliquid, paste, powder or granular form, in containers or immediate packings of a content exceeding
2kg, of subheading 1806.20isasubstantial transformation. The product isanew product with different
uses and characteristics to the cocoa powder or other ingredients. The rule should be CTSH

OPTION B: Yes, provided that :

70. Processing cocoa, including cocoapowder unlessalready sweetened, into thecocoapreparations
inliquid, paste, powder or granular form, in containers or immediate packings of a content exceeding
2kg of subheading 1806.20 is asubstantia transformation. The product isanew product with different
uses and characteristicsto the cocoa powder or other ingredients. However, if sweetened cocoapowder
is used the transformation is not sufficient to be considered as a substantial transformation. The rule
proposed is “CTH".

OPTION C: No

71. Processing cocoa powder, whether or not sweetened, and sugar or other sweetening material,
into the cocoa preparationsin liquid, paste, powder or granular form, in containers or immediate packings
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of a content exceeding 2kg of subheading 1806.20 is not a substantial transformation. The product
has not been changed sufficiently in appearance, usesor characteristicsfrom the cocoapowder or other
ingredients. Theruleproposedis® CTSH, except from Chapter 17 or from heading 18.05 or subheading
1806.10".

RELEVANT HS CODE:
ex-1806.20(a)

ISSUE No. 63: MAKING COCOA PREPARATIONSIN BLOCKS, SLABSOR BARSWEIGHING
MORE THAN 2KG, FROM COCOA POWDER

OPTION A: Yes

72. Chocolateiscomposed essentially of cocoapaste and sugar (or other sweetening matter) usually
with the addition of flavouring and cocoa butter; in some cases, cocoa powder and vegetable oil may
besubstituted for cocoapaste. Other ingredientssuch asmilk, coffee, nuts, raisins, etc. may sometimes
also be added. Processing cocoa, including cocoa powder whether or not sweetened, into the cocoa
preparations in blocks, slabs or bars weighing more than 2kg of subheading 1806.20 is a substantial
transformation. The product is a new product with different appearance, uses and characteristics to
the cocoa powder or other ingredients. The rule should be CTSH

OPTION B: Yes, provided

73. Processing cocoa, including cocoapowder unlessalready sweetened, intothe cocoapreparations
in blocks, slabs or barsweighing morethan 2kg of subheading 1806.20 isasubstantial transformation.
The product is anew product with different appearance, uses and characteristics to the cocoa powder
or other ingredients. However, if sweetened cocoa powder is used the transformation is not sufficient
to be considered asasubstantia transformation. Theoptionsfor theruleare® CTH” or “ CTSH, except
from subheading 1806.10" .

RELEVANT HS CODE:
ex-1806.20(b)

ISSUE No. 64: MAKING COCOA PREPARATIONS, OTHER THAN SWEETENED COCOA
POWDER, IN BLOCKS, SLABS OR BARS WEIGHING 2KG OR LESS, WHETHER OR NOT
FILLED, FROM SWEETENED COCOA POWDER OR FROM OTHER COCOA PREPARATIONS
WEIGHING MORE THAN 2KG

OPTION A: Yes

74. Processing sweetened cocoa powder, or other cocoa preparations weighing more than 2kg,
into the cocoa preparations in blocks, slabs or bars weighing 2kg or less, of subheadings 1806.30 to
1806.90, is a substantial transformation. The rule should be “ CTSH”.

OPTION B: Yes, provided

75. Processing cocoa, cocoa paste, cocoa butter, fat or oil and/or unsweetened cocoa powder, into
the cocoa preparations weighing 2kg or less, of subheadings 1806.30 to 1806.90, is a substantial
transformation. However processing sweetened cocoa powder or the cocoa preparations in blocks,
dlabsor barsor in liquid, paste, powder or granular form in quantities exceeding 2kg classified in the
same heading is not sufficient to confer origin. The rule should be “CTH”.
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RELEVANT HS CODES:
1806.31 to 1806.90
CHAPTER 19

ISSUE No. 65: PRODUCTION OF PREPARATIONS FOR INFANT USE, PUT UPFOR RETAIL
SALE FROM OTHER GOODS OF HEADING 19.01

OPTION A: Yes, provided

76. Preparations for infant use of subheading 1901.10 often contain materials classified in heading
19.01, particularly in subheading 1901.90. Whileit ispossible that non-originating bulk preparations
for infant use of 1901.90 may undergo a change to subheading 1901.10 merely by being put up in
packaging for retail sale, and this change should not be considered as resulting in substantia
transformation, thisis not the only possibility. Other changes from intermediate materials of 1901.90
to preparations for infant use of 1901.10 may take place involving mixing and other preparation including
the addition of sweeteners or flavours, preparation in liquid or powder form and the combining of
preparations of flour, meal starch or malt extract of 1901.90 with materials of other headings. Such
changes result in the creation of new products which should be considered as having been substantially
transformed, subject to the proviso that change to subheading 1901.10 is not the result of packaging
for retail sale aone.

OPTION B: No

77. The production of preparations for infant use largely involves changes to subheading 1901.10
from goods of other headings and other chapters. To the extent that there are changes within heading
19.01, these changes do not result in new products, and the materials used are not substantially
transformed.

RELEVANT HS CODE:
1901.10

REFERENCE:
41.745

ISSUE No. 66: PRODUCTION OF MIXESAND DOUGHSFOR THE PREPARATION OF BAKERS
WARES USING MATERIALS OF SUBHEADING 1901.90

OPTION A: Yes

78. AsinlssueNo. 1, the goods of subheading 1901.90 should be considered asintermediate malt
extracts, flours, meals and starcheswhich undergo substantial transformation when mixed or prepared
into mixes and doughsfor the preparation of bakers wares of subheading 1901.20. Such intermediate
materias include preparations such as: flours obtained by evaporating mixtures of milk with sugar
and flour; mixtures of egg powder, milk powder, malt extract and cocoa powder; mixtures of cerea
flourswithfruit flours; malted milk in powder form with or without added sugar; and other preparations
containing, with other ingredients, rice, potato, semolina. Given the many possible combinations
of intermediate ingredients used in the mixes and doughs of 1901.20 and the skill required to prepare
them properly into mixes and doughs, it is appropriate to conclude that that substantia transformation
takes place.

OPTION B: No
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79. Theingredients classified in subheading 1901.90 are not substantially transformed when used
to produce products of subheading 1901.20. The malts, starches, flours and mixes do not undergo
their last substantial transformation until later, when they are used to produce bakers' wares of heading
19.05.

RELEVANT HS CODE:
1901.20

REFERENCE:
41.745

ISSUE No. 67: PRODUCTION OF STUFFED PASTA USING PASTA OF HEADING 19.02

OPTION A: Yes

80. The preparation of stuffed pasta of subheading 1902.20 results in anew product in which the
pasta used, classified in subheadings 1902.11, 1902.19 or 1902.30, as well as the stuffing materials,
haveundergone substantial transformation. The preparation of stuffed pastanormally involves cooking
the input pasta and the addition of meat, fish, cheese, and sauces. The resulting prepared product
isready for consumption asanentirely different and new product in comparisonwith theinput materials.
Accordingly, a change from the subheadings for pasta to stuffed pasta should be considered as
origin-conferring.

OPTION B: No
81. Themain characteristic isimparted by the pasta, and not by the sauces or stuffings used. From
this point of view, the pasta does not change its characteristics and does not undergo substantial

transformation when prepared as a stuffed pasta.

RELEVANT HS CODE:
1902.20

REFERENCE:
41.745

ISSUE No. 68: PRODUCTION OF PREPARED PIZZA FROM COOKED PIZZA BASE

OPTION A: Yes

82. The manufacture of prepared pizza from cooked pizza bases is a substantial transformation.
Thepizzabase must be considered asanintermediate product, amaterial for the production of acomplete
pizza. A prepared pizza, ready for the consumer, is quite another product than merely a bread dough.

83. When the consumers buy a pizza, they ask for aready-made pizza - which is the name on the
market, with different brandsand types. Thedifferent typeshavetheir own* secret” recipe. Compared
to apizzabase, aprepared pizza has new characteristics, new use, and considerably higher commercial
value due to industria processes and input materials (the various ingredients) and another name for
the market/consumer. The requirements for the pizzato be considered as a new product are therefore
fulfilled. However, because the cooked bread dough called “ pizzabase” is classified within the same
subheading as the ready-made pizza itself (1905.90), a change of heading or change of subheading
rule will not reflect this origin-conferring result.
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OPTION B: No
84. Substantial transformation does not occur when cooked pizza base is used to make ready-made
pizza. In this production process materias are added to the top of the cooked dough and the pizza

is packaged. It is the consumer who cooks the pizza which has been prepared in this manner.

RELEVANT HS CODE:
ex1905.90(a)

REFERENCES:
41.417, 41.745

CHAPTER 20

85. Asindicated in Basket 2 Chapter Note, the TCRO is still to define origin criteria for blended
or mixed goods of this Chapter.

ISSUE No. 69: PRODUCTION OF VEGETABLES, FRUIT, NUTSAND OTHEREDIBLE PARTS
OF PLANTS PREPARED OR PRESERVED BY VINEGAR OR ACETIC ACID OF HEADING 20.01

OPTION A: Yes

86. Change of tariff heading is sufficient to express thelast substantia transformation which these
goodsundergo. Inthiscontext, change of tariff heading does not mean that each successive preservation
process confers origin; it is rather a matter of expressing substantial transformation by means of a
criterion foreseen in the Agreement.

ALTERNATIVE ARGUMENT:

87. The goods of this heading are generaly produced from fresh or provisionally preserved
vegetables, fruit and nutsof Chapters7 and 8. It has not been possible to identify any goods of Chapter
20 outside of heading 20.01, al of which are goods which have been prepared or permanently preserved
in some manner other than with vinegar or acetic acid, which are used in the production of goods of
heading 20.01. Evenif thiswerethecase, it would beinadmissibleto consider that asecond preserving
process by the use of acetic acid or vinegar should be considered as origin-conferring. It is the first
preservation which is determinative. For this reason, changes from vegetables, fruits and nuts of
Chapters 7 and 8 to the goods of heading 20.01 are to be treated as substantia transformations of the
input materials and are origin conferring. The rule proposed is “CC” .

OPTION B: No

88. Thereisno substantial transformation which takes place when vegetables, fruit or nuts, either
fresh or provisiondly preserved, are made into preserved goods of heading 20.01. The vegetables,
fruits or nuts retain their initia character; preservation merely serves to permit longer shelf life.
Accordingly, the origin of goods of 20.01 must be the same as the origin of the materials of Chapters
7 and 8 used in their manufacture.

RELEVANT HS CODE:
20.01

REFERENCES:
41.422, 41.504,41.745
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ISSUE No. 70: PRODUCTION OF TOMATOES MUSHROOMSTRUFFLESAND OTHER FRUITS,
NUTSAND OTHER EDIBLE PARTS OF PLANTS PREPARED OR PRESERVED OTHERW SE
THAN BY VINEGAR OR ACETIC ACID FROM FRESH MATERIALS OR MATERIALS OF
CHAPTER 20

OPTION A: Yes

89. Change of tariff heading is sufficient to express the last substantial transformation which these
goods undergo. These goods undergo their last substantia transformation when input materias classified
in other headings of Chapter 20 or fresh materials of other chapters are processed to produce them.

OPTION B: Yes, provided

90. Same asfor Option A, except that for tomatoes of 20.02 there should be no change from other
preserved tomatoes if the change to heading 20.02 takes place by reason of freezing done. A variation
of this option is that the change should not take place by reason of only canning and sterilizising.

OPTION C: No

1. For these goods substantial transformation takes place when fresh or provisionally preserved
fruits, nuts and plant materials of other chapters are processed to produce them. It isthe change from
fresh or provisionally preserved goods which results in new goods having different characteristics.
Goods of this Chapter, which have aready been preserved, have not undergone substantid transformation
when they are used in the production of the goods of the headings in question.

ALTERNATIVE ARGUMENT:

92. The change from fresh or provisionaly preserved to preserved goods does not result in substantia
transformation. The characteristics of the goods as fruits, nuts or other edible plants is not changed
by the processing operations, and the origin of the resulting goods should be determined on the basis
of the origin of the origina fresh or provisionaly preserved materials.

RELEVANT HS CODES:
20.02, 20.03 and 2008.20 to 2008.99

ISSUE No. 71: PRODUCTION OF PREPARED VEGETABLE, FRUIT OR NUT POWDERS FROM
PRESERVED OR PREPARED VEGETABLES, FRUITS OR NUTS

OPTION A: Yes

93. Substantia transformation takes place when vegetable or fruit pulps are processed with ingredients
such as malto-dextrin and pectin to produce fruit and vegetable powders. In practice, it isnot possible
to obtain powdered fruit or vegetables without passing through the stage of concentrate, pulp or juice
o the same fruit or vegetable. The production process consists of the steps of premixing with carriers
and additives; pasteurization and homogenization; drying; milling ; and mixing, sieving, filling and
packaging.

OPTION B: No

94, The change from prepared vegetables or fruits to powders is not a substantial transformation.
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RELEVANT HS CODES:
ex2002.90(a); 20.03; 2008.20 through 2008.99; 20.09
REFERENCE:

Doc. 41.422

ISSUE No. 72: PRODUCTION OF TOMATO SYRUP BASE SAUCE FROM TOMATOES,
PREPARED OR PRESERVED BY ANY METHOD

OPTION A: Yes

95. The manufacture of tomato syrup sauce base, which is used as an intermediate input for the
production of specialty sauces, from the blending, homogenisation and cooking of tomato paste, water
and sugar resultsin asubstantia transformation. The manufacturing process by blending and cooking
with other ingredients changes the flavour, texture, physical and chemical characteristics of the input
materials. The key taste characteristics measured by the pH, total titratable acidity and total soluble
acids of the resultant product are atered significantly from the those of the input materialsused. The
pH and total titratable acidity indicate the degree of sourness while total soluble solids measures the
solublesugar. Thenew product isextremely sweet with aslightly sour after-taste ascompared to tomato
pastewhich hasatypical tomato flavour with atart or sharp after-taste. Tomato pastehasthe appearance
and texture of athick paste while the syrup sauce base is less thick with a low flowability. The rule
proposed is “CTHS’

OPTION B: No

96. Thereisno substantid transformation of preserved tomatoes when they are used in the production
of tomato syrup sauce base classified in the same heading.

RELEVANT HS CODE:
ex 2002.90(b)

REFERENCES:
41.504, 41.745

ISSUE No. 73: PRODUCTION OF JAMS, FRUIT JELLIES, MARMALADES FRUIT OR NUT
PUREE, BEING COOKED PREPARATIONS, FROM FRUITS OR NUTSOR FROM FRUITS OR
NUTS PRESERVED

OPTION A: Yes

97. The jams, jellies, marmalades and other cooked preparations of this heading are often made
from fruits and nuts preserved but not cooked classified in the same chapter. The change from these
input materialsto thefinal product by cooking and homaogenisation should be recognised as substantial
transformation asthe fina products have substantially different characteristics from the input materials
used. The proposed ruleis“CTH”".

OPTION B: No

98. Thelast substantial transformation for these goodstakes placein the country inwhich thefresh
of provisionally preserved fruits or nuts of other chapters are processed into jams, jellies, marmalades
and other goods of thisheading. Thereisno substantial transformation which takes place when goods
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of Chapter 20 are used for this, as they have already been preserved and have undergone their last
substantia transformation. The proposed ruleis* CC”.

RELEVANT HS CODE:
20.07

REFERENCE:
41.745

ISSUE No. 74: PRODUCTION OF PEANUT BUTTER FROM GROUND NUTS

OPTION A: Yes

99. When peanut butter isproduced roasted ground nutsaresubstantially transformed. Thechanges
in the goods from roasted nuts to a paste of ground nuts, often containing added oil and sdt are
significant and demonstrate the production of anew good which has acquired anew country of origin.

OPTION B: Yes (with blanching, roasting and grinding)

100. A new country of originisconferred when peanut butter is produced in one country from fresh
ground nuts of Chapter 12 by blanching, roasting and grinding. Substantial transformation does not
take placeif theinput materialshave previously beenroasted. Changefrom materialsof another chapter
or aternatively from goods of another heading is sufficient to express this origin criterion.

OPTION C: No

101.  Fresh ground nuts are not substantially transformed by their processing into peanut butter.
Thebasic characteristics of theground nutsremain, and the origin of peanut butter should bethecountry
in which the ground nuts were harvested.

RELEVANT HS CODE:
ex2008.11(a)

REFERENCE:
41.745

ISSUE No. 75: BLANCHING AND/OR ROASTING OF GROUND NUTS (PEANUTS) AND OF
OTHER NUTS AND OTHER SEEDS

OPTION A: Yes (for blanching)

102.  Blanching of fresh nuts of Chapters 8 and 12 results in products which are available for new
uses. Blanching alone is substantial transformation and origin conferring.

OPTION B: Yes (for roasting with blanching)
103.  Blanching is commonly undertaken before roasting of nuts. While blanching aone does not
confer origin, roasting, or roasting accompanied by blanching, results in substantial transformation.
The roasting process results in nuts which have new taste and preservation characteristics and which
have new uses, both for direct consumption and for use in other preparations.

OPTION C: Yes (for blanching, roasting and packaging)
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104.  Blanching, roasting and packaging of ground-nuts of Chapter 12, performed together, result
in substantial transformation. Consequently, for ex 2008.11(b) the rule proposed is “ CTH following
blanching, roasting and packaging of the ground-nuts”.

OPTION D: No
105. Roasting and blanching of nuts does not substantially transform fresh nuts of Chapters 8 and
12. These processes are the normal further preparation of these materials for consumption, and bring

out characteristics inherent in the nuts.

RELEVANT HS CODES:
ex 2008.11(b); ex2008.11(c); 2008.19

REFERENCE:
41.745

ISSUE No. 76: MIXING AND SEASONING OF NUTS OR SEEDS

106.  For Issue 79 the Technica Committee has retained for further consideration the definition of
the mixing operations, if any, which are to be considered as origin conferring. Nevertheless, the
Committee is requested to decide, in principle, whether mixing and seasoning in the context of these
goods results in substantial transformation.

OPTION A: Yes

107.  The preparation of mixtures of seeds of nuts requires in almost al cases the addition of
seasonings, preservatives and other ingredients. Thereis, moreover, adegree of skill required in the
selection, grading and balancing of constituents. The resulting products are new and different from
their constituents and should be considered to have obtained origin in the country in which the mixing
takesplace. Thisconclusionissubject, however, to the satisfaction of well-defined criteriaspecifying
the mixing processes which are origin conferring. It is noted that if mixing, asin this case, is not
considered to confer origin, severe administrative difficulties are raised, and there is a clear need to
provide for an origin outcome in any case where a mixing process does not result in a single country
of origin.

OPTION B: No

108. Merely mixing fruits and nuts does not result in substantial transformation. 1t isacknowledged
that where there is no substantial transformation as a result of mixing there is a need for an origin
outcome. This, however, does not justify the conclusion that because there is no single country of
origin the country in which mixing took place must be the country where substantia transformation
occurs. Itispreferableto consider that aresidua rulewould apply in such casesto give an appropriate
result without reference to mixing per se as an origin conferring event.

RELEVANT HS CODES:
2008.19, 2008.92

REFERENCE:
41.745
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ISSUE No. 77: PRODUCTION OF FRUIT AND VEGETABLE JUICES FROM FRUITS AND
VEGETABLES

OPTION A: Yes

109.  Fruit and vegetable juices often are based upon preserved fruits and vegetables of Chapter 20.
For this reason, it is necessary to take into account not only the extraction of juices from fresh fruits
or vegetables, but also numerous possibilities for production based upon mixtures and preparations
of preserved fruit and vegetable materials. The production of juices from such materials should be
considered as resulting in substantia transformation. The rule proposed is*“ CTH”

OPTION B: Yes (from fresh fruits or vegetables)

110.  Thelast substantial transformation of fruit juicestakes place when thejuices are extracted from
fresh materials of Chapters 7 and 8. As aresult of this process the juice acquires its characteristics
and commercia identity. Itisthusthechange of chapter from the materialsto thejuicewhich expresses
substantial transformation.

OPTION C: No

111.  The production of fruit and vegetable juice is a process of extraction which does not result
in substantial transformation of thefruits or vegetables. Thecountry of origin of thejuiceisthecountry
in which the fruits or vegetables were harvested.

RELEVANT HS CODE:
20.09

REFERENCE:
41.745

ISSUE No. 78: PRODUCTION OF RECONSTITUTED FRUIT JUICES FROM FRUIT JUICE
EXTRACTS OR CONCENTRATES

OPTION A: Yes
112.  Recongtitutionisan origin-conferring event. The production of reconstituted juicesisfar more
than a matter of dilution with water. Other ingredients such as oils and essences are used to impart
the desired characteristics.

OPTION B: No

113.  Thereisno substantial transformation when fruit juice concentrates or extracts are processed
into reconstituted juices. Reconstitution consists of asimple process of dilution. Thefact that essential
oils and other ingredients are used makes no difference.

RELEVANT HS CODE:
20.09

CHAPTER 21

ISSUE No.79: OBTAINING EXTRACTS, ESSENCES AND CONCENTRATES (INCLUDING
INSTANT COFFEE) EXCLUSIVELY OF REAL COFFEE
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OPTION A: Yes

114.  Obtaining extracts, essences and concentrates of coffee (including instant coffee) isasubstantial
transformation. The processesinclude roasting, extracting, concentrating, agglomeration which result
in anew product with new characteristics. The rules proposed are “* CTH” and “CTSH” which both
have the same result.

OPTION B: Yes provided

115.  Obtaining extracts, essences and concentrates of coffee (except instant coffee) is a substantial
transformation. Obtaining instant coffeeisasubstantial transformation provided that coffee from other
countries does not constitute more than 30% by weight of the product.

OPTION C: No

116.  Extracts, essences and concentrates of coffee (including instant coffee) originatein the country
of origin of the coffee beans. The rule proposed is “ CTH except from heading 09.01".

OPTION D: No

117.  Extracts, essences and concentrates exclusively of coffee (including instant coffee) have the
origin of the country where the green coffee bean is obtained in its natura or unprocessed state.

118.  Theorganoleptic characteristics of coffee (aroma, acidity, bitterness and body) are determined
by a combination of the chromosomic composition of the coffee species (arabica, 44 chromosomes,
or robusta, 22 chromosomes), the place of cultivation (latitude, atitude, soil), climate conditions
(exposureto sun and rain), the methods of harvesting the beans (fruit from the plant) and the processing
methods of thefruitinto thegreen dry bean. The species isessential becauseit hasadetermined number
of chromosomes which ininteraction with the above mentioned conditions confer the main organol eptic
characteristics. This gives adetermined chemica composition which isresponsible for thefinal taste.
The harvesting and processing of the coffee fruit to obtain the coffee bean determines the quality of
taste and flavour and can also result in certain defects (e.g. Overly prolonged fermentation of the bean
results in an undesirable flavour) that cannot be corrected by the roasting process.

119.  Obtaining coffeeconcentrates, extractsand essencesisnot asubstantia transformationinasmuch
as these coffee forms are obtained through addition and subsequent removal of water, to a greater or
lesser extent, depending on the form that is desired.

120.  Thesuccessof theprocessliesin obtaining theextract, concentrate or essencewithout modifying
the organol eptic characteristics that where aready determined in the green coffee bean. Consequently,
the process is done in such away as not to ater these organoleptic characteristics, which, inturn, are
exclusively dependent on the variety, the place of cultivation and the methods of obtaining of the green
bean.

RELEVANT HS CODE:
ex-2101.11(a)

REFERENCES:
40.986, 41.447, 41.745

ISSUE No0.80: OBTAINING EXTRACTS, ESSENCESAND CONCENTRATESOF COFFEE MIXED
WITH COFFEE SUBSTITUTES
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OPTION A: Yes

121.  Obtaining extracts, essences and concentrates of coffee mixed with coffee substitutes (whether
or not roasted or in theform of extracts, essencesor concentratesof coffee substitutes) inany proportion,
isasubstantia transformation which results in anew product with new characteristics. The rule proposed
is“CTSH”.

OPTION B: Yes provided

122.  Obtaining extracts, essences or concentrates of coffee mixed with coffee substitutes in any
proportion, is a substantial transformation provided that it is obtained from coffee substitutes roasted
in the same country or from a non-originating mixture of coffee with coffee substitutes (subheading
0901.90). Under the proposed “ CTH” rule, obtaining such products from non-originating roasted
coffee substitutes (subheading 2101.30) would not be origin-conferring.

OPTION C: No

123.  Obtaining extracts, essences or concentrates of coffee mixed with coffee substitutes in any
proportion, is not a substantial transformation. The origin of the product is the country of origin of
the mixture of coffeewith coffee substitutes (subheading 0901.90). Theruleproposedis” CTH except
from heading 09.01".

RELEVANT HS CODE:
ex-2101.11(b)

REFERENCES:
41.447, 41.745, 41.986

ISSUE No.81: OBTAINING PREPARATIONS WITH A BASIS OF EXTRACTS, ESSENCES OR
CONCENTRATES OF COFFEE OR WITH A BASIS OF COFFEE

OPTION A: Yes

124.  Obtaining preparations with a basis of extracts, essences or concentrates of coffee, or with
abasis of coffeg, isasubstantial transformation and results in a new product with new characteristics.
Deliberate blending of instant coffee, sugar and creamer in a specific formulation and putting the
constituentsinready-to-serve sachetsfor immediate consumption arecarried out. A new product results
with a different taste from the individual constituents and which is ready to be served immediately.
A technicd filewas presented with the exampleof “ coffeemix 3-in-1linstant drink” . Therule proposed
is“CTSH”.

OPTION B: Yes, provided

125.  Obtaining such preparations by processing the coffee of heading 09.01 to obtain these preparations
isasubstantia transformation which resultsin a new product with new characteristics. Obtaining the
products merely from extracts, essences or concentrates of coffee is not a substantia transformation.
The rule proposed is“ CTH”".

RELEVANT HS CODE:
2101.12
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REFERENCES:
41.504, 41.745

ISSUE N0.82: OBTAINING PREPARATIONSWITH A BASISOF EXTRACTS, ESSENCES OR
CONCENTRATES OF TEA OR MATE

OPTION A: Yes

126. Obtaining preparations with a basis of extracts, essences or concentrates of tea or maté is a
substantial transformation and results in a new product with new characteristics. An exampleis “tea
mix 3-in-1 instant drink” (which is processed in asimilar manner as the coffee mix described above).
Deliberate blending of instant tea with other constituents to a specific formulation and putting the
constituentsin ready-to-serve sachetsfor immediate consumptionarecarried out. A new product results
with a different taste from the individua constituents and which is ready to be served immediately.
Theruleproposedis® CTSHS’ becausethe extracts, essencesor concentrates are classified in the same
subheading as the preparations.

OPTION B: No

127.  Obtaining such preparations from extracts, essences or concentrates of tea or maté is not a
substantial transformation. Processing the tea or maté of headings 09.02 or 09.03 to obtain these
preparations is a substantial transformation which results in a new product with new characteristics.
The rules proposed are “CTSH” and “CTH”. The choice is an architecture issue and makes no
difference in origin terms.

RELEVANT HS CODE:
ex-2101.20 (a)

ISSUE No.83: OBTAINING EXTRACTS, ESSENCES AND CONCENTRATES OF TEA OR MATE

OPTION A: Yes
128.  Obtaining extracts, essences and concentrates of tea or maté is a substantia transformation.
The result is a new product with new characteristics. The rules proposed are“CTSH” and “ CTH".
The choice is an architecture issue and makes no difference in origin terms.

OPTION B: No

129.  Extracts, essences and concentrates of tea or maté originate in the country of origin of the tea
or maté. The rule proposed is “ CTH except from headings 09.02 or 09.03".

RELEVANT HS CODE:
ex-2101.20 (b)

ISSUE No. 84: OBTAINING INACTIVE YEAST FROM ACTIVE YEAST

OPTION A: Yes

130. Inactive yeasts are obtained by drying active yeasts. This is considered to be a substantia
transformation. The rule proposed is“ CTSH".

OPTION B: No
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131. Thechange to Inactive yeasts from active yeasts is not a substantial transformation. Therule
proposed is “CTH".

RELEVANT HS CODE:
2102.20.

ISSUE No.85: OBTAINING SAUCESAND PREPARATIONSTHEREFOR; MIXED CONDIMENTS
AND MIXED SEASONINGS (OTHER THAN MUSTARD)

OPTION A: Yes

132.  Making sauces and preparations therefor or mixed condiments and mixed seasonings (other
than mustard), which may include other sauces, preparations, mustard, mixed condiments or mixed
seasonings or classified in other subheadings of heading 21.03, is a substantial transformation. The
proposed rule is “CTSH”.

OPTION B: No
133.  Thesaucesand preparationsclassified in subheadings2103. 10 (soyasauce) and 2103. 20 (tomato
ketchup and other tomato sauces) are obtained from materias classified in other headings. The

appropriate rule is “CTH".

RELEVANT HS CODES:
2103.10, 2103.20, 2103.90

ISSUE No. 86: OBTAINING PREPARED MUSTARD FROM MUSTARD FLOUR AND MEAL,
OR FROM OTHER PRODUCTS OF HEADING 21.03

OPTION A: Yes

134. Making prepared mustard from mustard flour and meal, or from other products of heading
21.03, isasubstantial transformation which resultsin anew product. The proposed ruleis“ CTSHS’
as the mustard flour and medl is classified in the same subheading.

OPTION B: Yes, provided
135.  Making prepared mustard, which may include products of heading 21.03 other than from mustard
flour and meal isasubstantial transformation which resultsinanew product. Making prepared mustard
from mustard flour and mesdl is not sufficient to be considered as a substantia transformation. The
proposed rule is “CTSH”.

OPTION C: Yes, provided

136.  Making prepared mustard from mustard seeds of heading 12.07 isasubstantial transformation.
The proposed ruleis“ CTH”".

RELEVANT HS CODE:
ex 2103.30(b)

REFERENCES:
41.539, 41.745
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ISSUE No. 87: OBTAINING SOUPS, BROTHS OR PREPARATIONS THEREFOR

OPTION A: Yes
137.  Obtaining soups, broths or preparations therefor from homogenised composite food preparations
put up for retail sae as infant food or for dietetic purposes, or in containers of 250g or less is a
substantial transformation The proposed ruleis “CTSH”.

OPTION B: Yes, provided
138. That the goods are not obtained from homogenised composite food preparation.

139.  However, obtaining soups, brothsor preparationstherefor from vegetabl es, vegetableproducts,
meat, meat extracts, fish, crustaceans, etc. isasubstantial transformation. Theproposedruleis“CTH".

RELEVANT HS CODE:
2104.10.

ISSUE No.88: OBTAINING HOMOGENISED COMPOSTE FOOD PREPARATIONS PUT UP FOR
RETAIL SALE ASINFANT FOOD OR FOR DIETETIC PURPOSES, OR IN CONTAINERS OF
250G OR LESS

140. Asindicated in Basket 2 Chapter Note the TCRO has till to consider origin criteria when a
change of classification results from only packing for retail sale.

OPTION A: Yes

141.  Obtaining homogenised composite food preparations put up for retail sale as infant food or
for dietetic purposes, or in containers of 250g or less is a substantial transformation Homogenising
or mixing soup preparations is a substantia transformation. However, a change of subheading as a
result merely of putting up for retail saeisnot origin-conferring and should be excluded by a genera
Chapter Note. The proposed rule is “CTSH”. (but see proposed Chapter Note)

OPTION B: Yes, provided

142.  Obtaining these homogenised composite food preparations, other than by homogenising or mixing
soup preparations, is asubstantia transformation. However, a change of heading as aresult merely
of putting up for retail saleisnot origin-conferring and should be excluded by ageneral Chapter Note.
The proposed rule is“ CTH”. (but see proposed Chapter Note).

RELEVANT HS CODE:
2104.20.

ISSUE No0.89: OBTAINING PROTEIN CONCENTRATES AND TEXTURED PROTEIN
SUBSTANCES

OPTION A: Yes

143.  Obtaining protein concentrates or textured protein substances, whether or not they alsoinclude
other food preparations classified in heading 21.06, isasubstantial transformation. The proposed rule
is“CTSH”.
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OPTION B: Yes, provided
144.  Obtaining protein concentratesor textured protein substances, provided that they do not include
other food preparations classified in heading 21.06, isasubstantial transformation. The proposed rule
is“CTH".

RELEVANT HS CODE:
2106.10

ISSUE No0.90: PROCESSING SUGAR TO OBTAIN SUGAR SYRUPS, FLAVOURED OR
COLOURED

OPTION A: Yes

145.  Obtaining flavoured or coloured sugar syrupsis a substantia transformation. The proposed
rulesare “CTH” and “CTSH”

146.  Itisconsideredunlikely that such syrupswoul dincludeprotein concentratesandtextured protein
substancesof subheading 2106.10. Theoptionsfor therulearetherefore understood to beaterminol ogy
issue.

OPTION B: No

147.  Making sugar syrups, flavoured or coloured, from sugar of heading 17.02 is not a substantial
transformation. The proposed rulesare“ CTH, except from heading 17.02” and “ CTSH, except from
heading 17.02". It is understood that the same terminology issue is raised here as in option A.

RELEVANT HS CODE:
ex-2106.90(a)

ISSUE N0.91: PROCESSING MILK TO OBTAIN PRODUCTS CONTAINING OVER 50% BY
WEIGHT OF MILK SOLIDS

OPTION A: Yes

148.  Obtaining productscontaining over 50% by weight of milk solidsisasubstantial transformation.
The proposed rules are “CTSH” and “CTH”.

[OPTION B: Yes, provided

149.  The production of products containing over 50% by weight of milk solids from milk or milk
preparationsis only asubstantial transformation if supplementary criteriaare met. The proposed rule
is“CTSH, except from Chapter 4 and from subheading 1901.90, or change from Chapter 4 or from
subheading 1901.90 provided supplementary criteria are met” . (

OPTION C: No
150.  The production of products containing over 50% by weight of milk solids from milk or milk

preparations is not a substantia transformation. The proposed ruleis “ CTSH, except from Chapter
4 and from subheading 1901.90" .
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RELEVANT HS CODE:
ex-2106.90(b)

ISSUE No.92: ADDING MINERALS OR VITAMINSTO FORTIFY CONCENTRATED JUICES

OPTION A: Yes

151.  Obtaining concentrated juicesfortified with mineralsor vitaminsisasubstantial transformation.
The proposed rules are “CTSH” and “CTH”.

OPTION B: No

152.  Adding minerasor vitaminsto fortify concentrated juices of heading 20.09 is not asubstantial
transformation. The proposed rule is “ CTSH, except from heading 20.09".

RELEVANT HS CODE:
ex-2106.90(C)

ISSUE No0.93: OBTAINING OTHER FOOD PREPARATIONS CLASSIFIED IN SUBHEADING
2106.90

OPTION A: Yes

153.  Obtaining other food preparations classified in subheading 2106.90, whether or not they aso
include protein concentrates or textured protein substances of subheading 2106.10, is a substantia
transformation. The proposed ruleis“ CTSH".

OPTION B: Yes, provided
154.  Obtaining other food preparations classified in subheading 2106.90, provided that they do not
include non-originating protein concentrates or textured protein substances of subheading 2106.10,
is a substantial transformation. The proposed ruleis“CTH”.

[OPTION C: Yes, provided
155.  Obtaining other food preparations classified in subheading 2106.90, provided that supplementary
criteriaaremet if they contain non-originating milk or milk preparations, isasubstantial transformation.
The proposed rule is“ CTSH, except from Chapter 4 and from subheading 1901.90, or change from
Chapter 4 or from subheading 1901.90 provided supplementary criteria are met” . (

RELEVANT HS CODE:
ex-2106.90(d)

CHAPTER 22

ISSUE No. 94: ADDING FLAVOURS OR SUGAR OR OTHER SWEETENING MATTER TO
WATERS

OPTION A: Yes

156.  Adding flavouring or sugar (or other sweetening matter), or both flavouring and sugar, to waters,
including minera waters and aerated waters, is a substantial transformation. However, adding sugar
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to non-originating flavoured waters or vice versawould not be sufficient to be considered as a further
substantial transformation. The proposed ruleis“ CTH”.

OPTION B: Yes, provided

157.  Waters, including mineral waters and aerated waters, both flavoured and containing added
sugar (or other sweetening matter) have undergone a last substantial transformation from the waters
of heading 22.01. A CTH ruleis proposed for the split subheading to provide for change from the
waters of heading 22.01.

158.  The subheading includes beverages such as lemonade or cola, consisting of ordinary drinking
water, sweetened or not, flavoured with fruit juices or essences or compound extracts. Cola, for
example, isproduced by mixing aerated water with asyrup containing flavouring and sweetening matter
which has the essential character of the cola

159. Watersthat areonly flavoured or only sweetened are not considered ashaving been substantially
transformed and, under the proposed rule, they would retain the origin of the country in which the
waters were obtained in their natural or unprocessed state.

OPTION C: No

160. Waters of subheading 2202.10, whether both flavoured and sweetened or only flavoured or
only sweetened, have not been substantially transformed and have the origin of the country in which
the waters were obtained in their natura or unprocessed state.

161. These products are essentially waters. Merely adding sugar and flavouring to water does not
change the essential character of the waters.

RELEVANT HS CODES:
ex-2202.10(a), ex-2202.10(b)

ISSUE No. 95: PRODUCING NON-ALCOHOL|C BEVERAGES CONTAINING OVER 50% BY
WEIGHT OF MILK SOLIDS

OPTION A: Yes

162.  Milk or milk preparationsundergo alast substantial transformation when usedinthe production
of non-alcoholic beverages. The resulting beverage is a new product with new characteristics.

163. Therulesproposed are” Change of Chapter” or “CTH”. The" Change of Chapter” rulewould
not alow the inclusion of non-originating water of heading 22.01

[OPTION B: Yes, provided

164. Thegoods of Chapter 4, headings 19.01, 20.09 or subheading 2106.90 used in the production
of non-al coholic beverages containing morethan 50% by weight of milk solidsareconsidered to undergo
alast substantia transformation provided that they meet certain supplementary criteria. (Theappropriate
criteria have yet to be defined.)

165. Theruleproposedis” CTH with supplementary criteriafor thechangefrom Chapter 4, headings
19.01, 20.09 or subheading 2106.90" .
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OPTION C: No

166. The milk or milk preparations of Chapter 4 or heading 19.01 used in the production of
non-al coholic beverages contai ning morethan 50% by weight of milk solidsare considered to determine
the essentia character of the beverage and do not therefore undergo alast substantial transformation.
These non-alcoholic beverages would have the origin of the country in which the milk or milk
preparations were obtained.

167. Therule proposed is*“ CTH except from Chapter 4 or heading 19.01".

OPTION D: No
168. The goods of Chapters 4, 20 or 21 do not undergo a substantia transformation when used in
the production of non-al coholic beverages containing more than 50% by weight of milk solids. These
beverages would have the origin of the country of the milk or other ingredients classified in Chapter
4, 20 or 21.
169. Therule proposed is* CTH except from Chapters 4, 20 and 21" .

RELEVANT HS CODE:
ex-2202.90(a)

ISSUE No. 96: PRODUCING NON-ALCOHOLIC BEVERAGESCONTAINING JUICESFORTIFIED
WITH MINERALS OR VITAMINS

OPTION A: Yes

170.  Juicesundergo alast substantial transformation when used to produceanon-al cohaolic beverage
of this subheading. The resulting beverage is a new product with new characteristics.

171.  Therulesproposed are“ Change of Chapter” or “CTH”. The*" Change of Chapter” rulewould
not alow the inclusion of non-originating water of heading 22.01

[OPTION B: Yes, provided
172.  Thegoods of Chapter 4, headings 19.01, 20.09 or subheading 2106 undergo alast substantial
transformation when used in the production of juicesfortified with minerals or vitamins, provided that

they meet certain supplementary criteria. (The appropriate criteria have yet to be defined.)

173.  Theruleproposedis” CTH with supplementary criteriafor thechangefrom Chapter 4, headings
19.01, 20.09 or subheading 2106.90" . (

OPTION C: No
174.  Thejuicesof heading 20.09 are considered to determinethe essential character of juicesfortified
with minerals or vitamins and do not therefore undergo a last substantial transformation. These
non-alcohalic beverages would have the origin of the country in which the juices originate.

175. Therule proposed is “ CTSH except from heading 20.09".

OPTION D: No
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176.  The goods of Chapters 4, 20 or 21 do not undergo a substantia transformation when used in
the production of juices fortified with minerals or vitamins. These beverages would have the origin
of the country of the milk or other ingredients classified in Chapter 4, 20 or 21.

177.  Therule proposed is*“ CTH except from Chapters 4, 20 and 21".

RELEVANT HS CODE:
ex-2202.90(b)

ISSUE No. 97: PRODUCING OTHER NON-ALCOHOLIC BEVERAGES

OPTION A: Yes

178.  The products used in the production of the other non-alcoholic beverages of this subheading
undergo a last substantial transformation.

179. Therule proposed is “CTSH".
OPTION B: Yes, provided

180. Theproducts, other than the waters of subheading 2202.10, used in the production of the other
non-alcoholic beverages of this subheading undergo a last substantia transformation.

181. Therule proposed is“ CTH”".

OPTION C: Yes, provided
182. The products, other than the waters of subheading 2202.10 or heading 22.01, used in the
production of the other non-alcoholic beverages of this subheading undergo a last substantia
transformation.
183. Therule proposed is “ Change of Chapter”.

[OPTION D: Yes, provided
184. Thegoods of Chapter 4, headings 19.01, 20.09 or subheading 2106 undergo alast substantial
transformation when used in the production of juicesfortified with minerals or vitamins, provided that

they meet certain supplementary criteria. (The appropriate criteria have yet to be defined.)

185. The rule proposed is “CTH with supplementary criteria for the change from  Chapter 4,
headings 19.01, 20.09 or subheading 2106.90".

OPTION E: No

186. The goods of Chapters 4, 20 or 21 do not undergo a substantia transformation when used in
the production of these non-alcoholic beverages.

187. Therule proposed is*“ CTH except from Chapters 4, 20 and 21".

RELEVANT HS CODE:
ex-2202.90(c)
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ISSUE No. 98: PRODUCING WINE FROM GRAPES

OPTION A: Yes

188. Wineis adistinct product with quite different characteristics to grapes. Grapes undergo a
substantial transformation when used to produce wine.

189. Therule would be “CTH”".

OPTION B: No
190. Theessential character of wineis determined by the grapes. Grapes do not therefore undergo
a substantial transformation when used for wine production. The country of origin of wineis where
the grapes were produced.
191. The rule would be “ CTH, except from Chapter 8", which would mean that the country of
origin of wine was the country where the wine grapes were grown, (but see also the issue concerning

wine produced from grape must).

RELEVANT HS CODE:
22.04

REFERENCES:
41.632, 41.745

ISSUE No. 99: PRODUCING WINE FROM GRAPE MUST

OPTION A: Yes

192.  Wineisadistinct product with quite different characteristics to grape must. Grape must (2009.60
or 2204.21 - 2204.30) undergoes a dramatic change when used to produce wine which is a substantia
transformation. The rule would be“CTSH” or “ CTSH, except from wines of subheadings 2204.10
to 2204.29" .

OPTION A: Yes, provided

193.  Change from the grape must of subheading 2009.60, which is unfermented or has an a cohol
content not exceeding 0.5% by volume, isasubstantial transformation. The grape must of subheadings
2204.21 - 2204.30, which has an acohal content exceeding 0.5% by volume, is close to wine and
is not substantialy transformed. The rule would be “CTH”.

OPTION B: No

194. The essentid character of wine or grape must is determined by the grapes. Grapes do not
thereforeundergo asubstantial transformation when processed to grapemust nor when further processed
to wine. The country of origin of wine is where the grapes were produced.

195. Grapemust is an intermediate product. Therule for wine and for grape must would be* The
country of origin shall bethe country inwhich the grapeswere produced in their natura or unprocessed
state”.
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RELEVANT HS CODE:
22.04

REFERENCES:
41.632, 41745

ISSUE No. 100: BLENDING OF WINE

OPTION A: Yes

196. Blending givesaspecific character and taste to wine and is a substantial transformation. Wine
quality changes from year to year and from batch to batch. Blending is ahighly sophisticated process
based on the skill and experience of a blender which resultsin a change of character inthewine. To
produce the same blend can involve different combinations of origins.

OPTION B: Yes, provided

197.  Wines of one origin blended in that country with no more than 25% by volume of content
originating in another country shal have the origin of the country where the blending was carried out
and in which the mgjority of the content of the wine originated.

OPTION C: Yes, provided (plus a residual rule)

198. The essential character and the origin of wine is determined by the grapes. Where wine is
the result of blending of two or more wines of different origin, the origin of the blended wine shall
be the country of origin of the wine that constitutes at least 85% by volume of the blended wine.
However, where no single origin constitutes 85% by volume, the origin of the blended wine is the
country where the wine is blended.

OPTION D: No

199.  Wine does not change its essential character when blended. The Technical Committee will
need to establish a residual rule to determine the country of origin of blended wines.

RELEVANT HS CODE:
22.04

REFERENCES:
41.539, 41.745, 40.988

ISSUE No. 101: OBTAINING PARTIALLY FERMENTED GRAPE MUST OR GRAPE MUST
WHERE THE FERMENTATION HASBEEN ARRESTED OR PREVENTED BY THE ADDITION
OF ALCOHOL

OPTION A: Yes

200. Grape must partidly fermented or where the fermentation has been arrested or prevented by
the addition of alcohol, both having an alcoholic strength by volume exceeding 0.5% is substantially
transformed from grape must unfermented or having an acohalic strength by volume not exceeding
0.5%. The rule would be “CTH” or “CTSH".

OPTION B: No
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201. The country of origin of the grape must is the country in which the grapes were grown and
harvested. The rules proposed are “ CTH, except from Chapter 8" or “ The origin of the goods shall
be the country in which the grapes were grown and harvested”. The choice of rulesis aterminology
issue.

RELEVANT HS CODES:
ex-2204.21(b), ex-2204.29(b), 2204.30

ISSUE No. 102: DISTILLATION

OPTION A: Yes

202.  Didtillation, whichchangesvegetabl eproductsintoethyl a cohal, isasubstantial transformation.
The rule would be “CTH”.

OPTION B: No
203.  Production of ethyl alcohol by distillation of sugars such as sugar cane, beet, grape sugar or
sugars of other fruit or vegetable or grain products is not a substantial transformation. Ethyl alcohol
of an alcohalic strength of 80% by volume or higher has origin in the country in which the sugar cane
or beet, grapes or other fruits or vegetables or grains are obtained in their natural or unprocessed state.

RELEVANT HS CODES:
22.07, 22.08

REFERENCES:
41.724, 41.745, 41.871

ISSUE No. 103: PURIFICATION OR RE-DISTILLATION

OPTION A: Yes

204.  Goods of an acohalic strength by volume of 80% or higher originating in different countries
are mixed, re-distilled and then diluted into the final product of 22.08. Crude acohoalic strength of
heading 22.07 with impurities such as methanol, aldehyde, fusd oils (NO-Propyl), 1SO-Butyl, Sec-Butyl,
NO-Amyl) and anumber of other chemical compoundswith low boiling point isnot suitablefor making
certain kinds of alcoholic beverages. Eliminating impurities is very important since they can badly
affect the taste of these spirits, even in small amounts. For example, adehyde has a nasty odour and
fusel oil causes hangovers. Methganal is known to be extremely harmful to humans. Industry uses
continuousdistillationmethod” toremoveall impuritiesto undetectableamounts. Thisprocessproduces
achemicaly different alcoholic strength (odourless, colourless and tasteless) from the original crude
strength. Therefore the rule should be “ CTH or changes within the subheading by purification” .

OPTION B: Yes, provided

205.  Processing ethyl alcohol to eliminate at | east 80% of impurities, or modification of thealcoholic
strength by concentration, distillation or any other process is a substantia transformation.

OPTION C: No

206. Didtillation is a substantia transformation. Change within heading 22.07 by purification or
further distillation does not represent a substantial transformation. The rule would be “CTH" .
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RELEVANT HS CODE:
2207.10

REFERENCES:
41.724, 41.745, 41.871, 41.877

ISSUE No. 104: PRODUCTION OF SPIRITS, LIQUEURSAND OTHER SPIRITUOUSBEVERAGES,
CHANGES OF ALCOHOLIC STRENGTH BY DILUTION

OPTION A: Yes

207.  Change between headings 22.07 and 22.08 isin all cases a substantial transformation. The
rule would be “CTH".

OPTION B: Yes, provided

208.  The production of spirit drinks of heading 22.08 with an alcohol content of less than 80% by
volumeinvolves much morethan mere dilution of theundenatured a cohol of heading 22.07. It requires
special know-how. Other ingredients are aso added for flavouring.

209. Therule for heading 22.08, other than for ex-2208.90(a), would be “CTH”. The rule for
ex-2208.90(a) (* undenatured ethyl a cohol of an a cohalic strength by volumeof lessthan 80%” ), would
be “CTH except from heading 22.07".

OPTION C: No

210. Changes of heading between headings 22.07 and 22.08 as aresult of changes to the alcoholic
strength by concentration or other process, or merely by dilution, are not substantial transformation.
The rule for heading 22.07 would be “ CTH except from heading 22.08” .

211.  Therulefor 22.08 could be“ CTH except from heading 22.07 if asaresult merely of dilution”
or aChapter Note could be established for the heading : “ Change to heading 22.08 from heading 22.07
merely by dilution is not a substantial transformation” .

RELEVANT HS CODES:
2207.10, 22.08

REFERENCES:
41.745, 41.871, 41.877

ISSUE No. 105: DENATURING OF SPIRITS

OPTION A: Yes

212.  Spirits of heading 22.08 undergo a substantial transformation when denatured by the addition
of substances to render them unfit for drinking. The rule would be “CTH”.

OPTION B: No
213.  Denaturing of the goods of headings 22.07 or 22.08 does not involve a substantid transformation.

The rule would be “ CTH [except from heading 22.08] [except by denaturing]”. The choice of rule
depends on the decision on the issue of concentration.
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RELEVANT HS CODE:
2207.20

REFERENCE:
41.871

ISSUE No. 106: BLENDING WHISKEY OR OTHER SPIRIT DRINKS

OPTION A: Yes

214.  Blended whiskies amount to approximately 90 % of the finished products distributed on the
market. The purpose of blending is to enhance individual characteristics such as flavour and taste,
and to guarantee the quality of each brand of whiskey and maintain its stable supply. Furthermore,
blending is not simple mixing but involves a highly sophisticated process of mixing alot of single malt
and singlegrainwhiskiesof different varieties, based ontheskill and experienceof theblender. Finaly,
because the percentage of each ingredient of the same brand whiskey is not necessarily fixed and
fluctuateswith each production, itislikely to occur that the origin of the same brand of blended whiskies
may differ from batch to batch, and this would have a detrimental effect on stable trade transactions
and would cause confusion about markings among consumers.

215. Each single whiskey has its unique balance of congeners and flavour unequal to other single
whiskies. A blended whiskey made by putting varieties of singlewhiskiestogether possessesasentirely
different congener balance and flavour from its constituent single whiskies. The blending is carried
out to achieve a particular character. The rule would be “ change within the subheading resulting from
blending and putting into bottles or other containers for retail sale’.

OPTION B: No

216.  Blending of spirit drinks does not ater the essential character of the good as awhiskey, brandy
or other spirit drink and is not a substantial transformation.

217. Therulewould be “CTH".

RELEVANT HS CODE:
22.08

REFERENCES :
41.531, 41.724, 41.745, 40.988

ISSUE No. 107: ADDITION OF FLAVOURING INGREDIENTS IN THE FORM OF
NON-ALCOHOLIC OR ALCOHOLIC PREPARATIONS

OPTION A: Yes
218.  Flavouring ingredientsin the form of non-alcoholic or acoholic preparations undergo asubstantia
transformation when used in production of spirits, liqueurs or other spirituous beverages. The rule
proposed is “CTH".

OPTION B : Yes, provided

219. A deminimisof 10 % isessential in heading 22.08 to allow for the useof a cohalic base products
in the flavouring of distilled spirits.
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OPTION C: No
220. The preparation of spirit drinks, liqueurs, alcoholic cordials or other spirituous preparations
involves a substantial transformation. However, the mere addition of alcohol to a beverage base

(2106.90) doesnot involve substantia transformation. Therulewould be“ CTH except from 2106.90" .

RELEVANT HS CODE:
22.08

ISSUE No. 108: MAKING VINEGAR; MAKING SUBSTITUTESFOR VINEGAR FROM ACETIC
ACID

OPTION A: Yes
221.  Production of vinegar from malt (11.07), beer (22.03), wine (22.04), cider or other fermented
beverages (22.06), spirits(22.08), or acetic acid (29.15) isasubstantial transformation. Therulewould
be“CTH”.

OPTION B: Yes, provided

222.  Production of vinegar, other than substitutes for vinegar obtained from acetic acid, is asubstantia
transformation. The rule would be “ CTH except from subheading 2915.21".

OPTION C: No
223.  Production of vinegar from malt, beer, wine, cider or other fermented beverages, spirits, or
acetic acid is not a substantial transformation. Wine left in the air naturally turnsto vinegar. Therule

would be “ CTH except from headings 11.07, 22.03, 22.04, 22.06, 22.08, 29.15"

RELEVANT HS CODE:
22.09

CHAPTER 23

ISSUE No. 109: THE PRODUCTION OF VEGETABLE MATERIALS, VEGETABLE WASTE
ORVEGETABLE RESDUESOF A KIND USED IN ANIMAL FEEDING -(TERMINOLOGY ISSUE)

OPTION A: Yes, terminology issue

224.  The heading covers vegetable products, vegetable waste, and residues and by-products from
the industrial processing of vegetable materias. It includes, inter alia, acorns and horse-chestnuts,
mai ze (corn) cobs after removal of thegrain; maize(corn) stalksand leaves, beet or carrot tops, peelings
of vegetabl es (peaor bean pods, etc.), wasteof fruit (peel and coresof apples, pears, etc.), bran obtained
asaby-product from the crushing of mustard seed, residues|eft after the preparation of coffee substitute
from cereal grains or other vegetable materials, by-products obtained by concentrating residual waters
from citrus fruit juice manufacture, sometimes known as™ citrus fruit molasses ", residues from the
hydrolysis of maize (corn) cobs to obtain 2-furaldehyde, known as "hydrolysed ground corn cobs".

225.  Only some products of the heading are waste products. The heading includes acornsand horse
chestnuts (2308.10) which are gathered or collected from trees. A Basket 1 decision has aready been
agreed for the rule “CTH”. No different rule is necessary for the waste materials of the heading.
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OPTION B: Yes, terminology issue

226. Thevegetablewaste or residues, etc. of this heading are obtained as aresult of manufacturing
or processing operations or from consumption.

227.  Intheinterest of coherence the Technicad Committee should adopt arule for these waste products
based on the general approach used for other waste and scrap headings.

RELEVANT HS CODE:
ex-23.08(a)

ISSUE No. 110: OBTAINING PREPARATIONS OF A KIND USED IN ANIMAL FEEDING THAT
CONTAIN MILK OR MILK PREPARATIONS

OPTION A: Yes

228.  The preparations are not necessarily “simple” mixtures. Some could be very sophisticated.
The appropriate rule would be “ CTH”

OPTION B: Yes, provided
229.  Themilk or milk preparations (of Chapter 4 or heading 19.01) can be combined in a simple
mixture to produce milk based animal feeds of this heading. An example is a milk replacement
supplement used for cows which contains morethan 50% of milk solidswith added vitaminsand sugar.
230. A split heading should be established. For products which contain more than 50% of milk
solids the rule would be “CTH except from Chapter 4 or heading 19.01”. For other goods of the
heading the rule would be “CTH".

RELEVANT HS CODE:
ex-2309.90(a)

CHAPTER 24

ISSUE No. 111: OBTAINING TOBACCO REFUSE - (TERMINOLOGY ISSUE)

OPTION A: Yes, terminology

231.  Tobacco refuse is awaste resulting from manufacturing and processing operations. The fact
that it can bere-used is not relevant. Most waste products can be re-used. The rule would be based
on the general approach used for other waste products: “ The origin of the goods shall be the country
inwhich thetobacco refuse of thissubheadingisderived and collected from manufacturing or processing
operations’.

OPTION B: Yes, terminology
232.  Tobacco refuse can simply be unmanufactured tobacco in pieces. It is not “ waste and scrap”
and can be used to make snuff, chewing tobacco etc. Therule should be based on the general approach
for goods obtained in their natural or unprocessed state.

RELEVANT HS CODE:
2401.30
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233.  The Technical Committee has agreed that the question of the rules of origin for mixtures or
blends of tobacco, including mixtures of manufactured tobacco would be left for aresidual rule. The
content and scope of such aresidua rule (including the possibility that the country of origin of such
a mixture could be the country in which the blending occurred) was left for further discussion.

RULESOFORIGIN RELATINGTOUNRESOLVED ISSUESSUBMITTED BY THETECHNICAL
COMMITTEE ON RULES OF ORIGIN FOR DECISION BY THE COMMITTEE ON RULES OF
ORIGIN;

AGREED RULES OF ORIGIN SUBMITTED BY THE TECHNICAL COMMITTEE ON RULES
OF ORIGIN FORENDORSEMENT BY THE COMMITTEE ON RULESOF ORIGIN - DESIGNATED
AS “BASKET 17,

RULES OF ORIGIN RETAINED BY THE TECHNICAL COMMITTEE ON RULES OF ORIGIN
FOR FURTHER DISCUSSION - DESIGNATED AS “BASKET 2"

(Chapters 1 to 24)
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CHAPTER 84 (part)

The Committee on Rules of Origin is invited to decide whether the products resulting from
processes described below have undergone their last substantial transformation.

Issue for Decision

Assembly of completeor finished machinesof Chapter 84 from separate” parts’ tariff categories

Differing Views Presented in the Relevant Technica Committee Discussions

OPTION A: Yes. Itisasubstantia transformation.

233.0.1 The parts of a machine of Chapter 84 are substantially transformed when they are assembled
into thecomplete or finished machine. A machine assembled from partsisan entirely new and different
good as compared with its parts and has its country of origin in the country in which it is assembled
from the parts. Change in tariff classification is the origin criterion which expresses this substantial
transformation, and al changes from “parts’ tariff categories to machines are considered as
origin-conferring.

233.0.2 For the purposes of Chapter 84 (and of Section XVI of the Harmonized System generally),
parts of the machines are well identified and systematically classified. The partsin question consist
of: parts suitable for use solely or principaly with a particular kind of machine, or with a number
of machines of the same heading as specified in Note 2 (b) to HS Section XV1; or other parts classified
according to Note 2 (c) to HS Section XVI. These parts are classified with the machines, usualy in
specific“ parts’ subheadings, or in* parts’ headingswhich correspond to a series of headings covering
a class of machines, or if the parts are not used for a particular kind of machine in headings 84.85
or 85.48.

233.0.3 Change in tariff classification is the best practicable approach becauseit is atechnical
criterion based on clear distinctions between parts and complete or finished machines and expresses
with specificity the changes which take place by reason of assembly. The results of the origin
determination will be the same irrespective of the country in which an assembly iscarried out, because
they are not affected by the economic factors, such aslabour costs which areirrelevant to the technical
factors. The change in tariff classification criterion is easily administrable and trade-facilitating: the
only inquiry needed iswhether non-originating parts have moved into a machines category. The user
has no need of additional data to which he may not have ready access.

OPTION B : No, unlesstheincrease in value represents at least 45 % of the ex-works price of the
resulting machines

233.0.4 There are many possible assemblies involved, from very smple or so-cdled screw-driver
operations through highly sophisticated assemblies, which may include the use of subassemblies and
of parts which may possess the character of the complete or finished goods. It cannot be concluded,
asagenerd rule, that achange of tariff classification from partsclassified in separate” parts’ headings
and subheadings of Chapter 84 to the corresponding complete or finished articles always reflects a
substantia transformation. An assembly isconsidered to bea substantial transformation in this context
only when the increase in value acquired as aresult of working and processing and, if applicable, the
incorporation of parts, originating in the country of manufacture, represents at least 45 percent of the
ex-works price of the good.
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233.0.5 The value-added criterion is simple and user-friendly. Thiscriterion isfree from the
complexity of the HS structure, particularly the consideration of functional units (Note 4 to Section
XV1) or of incomplete or unfinished articles (Genera Interpretative Rule 2 (a)). To administer this
criterion merely the information of the value of non-originating goods used may be required, instead
of identifying the originating status of goods used and their tariff classification.

233.0.6 For the purposes of calculating the percentage of the value added requested:

€) The term “ ex works price” shall mean the price paid for the product obtained to the
manufacturer in whose undertaking the last working or processing is carried out. The ex-works price
shall include the value of all materials used in manufacture and all costs (material costs aswell as other
costs) effectively incurred by the manufacturer. Internal taxes which are, or may be, repaid when
such product is exported or commercial price reductions shall not be taken into account.

(b) Theterms “ value acquired as aresult of working and processing” and “ incorporation
of parts originating in the country of manufacture” shall mean the increase in value resulting from
the assembly itself, together with any preparatory, finishing and checking operations, and from the
incorporation of any parts originating in the country where the operations were carried out, including
profit and general costs borne in that country as a result of these operations.
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TERMINOLOGY GUIDE

I Rules presented at heading level:

€) If the ruleis for the whole heading:

CTH - change to this heading from any other heading

(b) If the ruleis for a split heading:

CTHS - changeto this split heading from any other split of this heading or from any other heading

CTH - change to this split heading from any other heading
(N.B. change from any other split of this heading is excluded.)

I. Rules presented at subheading level:

€) If the ruleis for the whole subheading:

CTSH - change to this subheading from any other subheading or from any other heading

CTH - change to this subheading from any other heading
(N.B. change from any other subheading of this heading is excluded.)

(b) If the ruleis for a split subheading:

CTSHS - changeto this split subheading from any other split of this subheading or from
any other subheading or heading

CTSH - change to this split subheading from any other subheading or heading (N.B. change
from any other split of this subheading is excluded)

CTH - change to this split subheading from any other heading
(N.B. change from any other split of this subheading or from any other subheading of this heading
is excluded.)





