AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§10.934

certification may not make a vol-
untary correction of that claim or cer-
tification. For purposes of this para-
graph, the term ‘‘fraud’” will have the
meaning set forth in paragraph (C)(3) of
Appendix B to Part 171 of this chapter.

(2) Subsequent incorrect claims. An im-
porter who makes one or more incor-
rect claims after becoming aware that
a claim involving the same merchan-
dise and circumstances is invalid may
not make a voluntary correction of the
subsequent claims pursuant to para-
graph (a) of this section.

(c) Statement. For purposes of this
subpart, each corrected claim or cer-
tification must be accompanied by a
statement, submitted in writing or via
an authorized electronic data inter-
change system, which:

(1) Identifies the class or kind of good
to which the incorrect claim or certifi-
cation relates;

(2) In the case of a corrected claim or
certification by an importer, identifies
each affected import transaction, in-
cluding each port of importation and
the approximate date of each importa-
tion;

(3) Specifies the nature of the incor-
rect statements or omissions regarding
the claim or certification; and

(4) Sets forth, to the best of the per-
son’s knowledge, the true and accurate
information or data which should have
been covered by or provided in the
claim or certification, and states that
the person will provide any additional
information or data which is unknown
at the time of making the corrected
claim or certification within 30 days or
within any extension of that 30-day pe-
riod as CBP may permit in order for
the person to obtain the information or
data.

(d) Tender of actual loss of duties. A
U.S. importer who makes a corrected
claim must tender any actual loss of
duties at the time of making the cor-
rected claim, or within 30 days there-
after, or within any extension of that
30-day period as CBP may allow in
order for the importer to obtain the in-
formation or data necessary to cal-
culate the duties owed.
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G00DS RETURNED AFTER REPAIR OR
ALTERATION

§10.934 Goods re-entered after repair
or alteration in Peru.

(a) General. This section sets forth
the rules which apply for purposes of
obtaining duty-free treatment on goods
returned after repair or alteration in
Peru as provided for in subheadings
9802.00.40 and 9802.00.50, HTSUS. Goods
returned after having been repaired or
altered in Peru, whether or not pursu-
ant to a warranty, are eligible for
duty-free treatment, provided that the
requirements of this section are met.
For purposes of this section, ‘‘repairs
or alterations’® means restoration, ad-
dition, renovation, re-dyeing, cleaning,
re-sterilizing, or other treatment that
does not destroy the essential charac-
teristics of, or create a new or commer-
cially different good from, the good ex-
ported from the United States.

(b) Goods not eligible for duty-free
treatment after repair or alteration. The
duty-free treatment referred to in
paragraph (a) of this section will not
apply to goods which, in their condi-
tion as exported from the TUnited
States to Peru, are incomplete for
their intended use and for which the
processing operation performed in Peru
constitutes an operation that is per-
formed as a matter of course in the
preparation or manufacture of finished
goods.

(¢) Documentation. The provisions of
paragraphs (a), (b), and (c) of §10.8 of
this part, relating to the documentary
requirements for goods entered under
subheading 9802.00.40 or 9802.00.50,
HTSUS, will apply in connection with
the entry of goods which are returned
from Peru after having been exported
for repairs or alterations and which are
claimed to be duty free.

Subpart R—United States-Korea
Free Trade Agreement

SOURCE: 77 FR 15948, Mar. 19, 2012, unless
otherwise noted.
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GENERAL PROVISIONS

§10.1001 Scope.

This subpart implements the duty
preference and related customs provi-
sions applicable to imported and ex-
ported goods under the United States-
Korea Free Trade Agreement (the
UKFTA) signed on June 30, 2007, and
under the United States-Korea Free
Trade Agreement Implementation Act
(the Act; Pub. L. 11241, 125 Stat. 428 (19
U.S.C. 3805 note)). Except as otherwise
specified in this subpart, the proce-
dures and other requirements set forth
in this subpart are in addition to the
customs procedures and requirements
of general application contained else-
where in this chapter. Additional pro-
visions implementing certain aspects
of the UKFTA and the Act are con-
tained in parts 24, 162, and 163 of this
chapter.

§10.1002

As used in this subpart, the following
terms will have the meanings indicated
unless either the context in which they
are used requires a different meaning
or a different definition is prescribed
for a particular section of this subpart:

(a) Claim for preferential tariff treat-
ment. ‘‘Claim for preferential tariff treat-
ment” means a claim that a good is en-
titled to the duty rate applicable under
the UKFTA to an originating good and
to an exemption from the merchandise
processing fee;

(b) Claim of origin. ‘“‘Claim of origin”’
means a claim that a textile or apparel
good is an originating good or satisfies
the non-preferential rules of origin of a
Party;

(¢c) Customs duty. ‘‘Customs duty’ in-
cludes any customs or import duty and
a charge of any kind imposed in con-
nection with the importation of a good,
including any form of surtax or sur-
charge in connection with such impor-
tation, such as an adjustment tariff
imposed pursuant to Article 69 of Ko-
rea’s Customs Act, but does not include
any:

(1) Charge equivalent to an internal
tax imposed consistently with Article
III:2 of GATT 1994, in respect of like,
directly competitive, or substitutable
goods of the Party, or in respect of
goods from which the imported good

General definitions.

§10.1002

has been manufactured or produced in
whole or in part;

(2) Antidumping or countervailing
duty that is applied pursuant to a Par-
ty’s law; or

(3) Fee or other charge in connection
with importation commensurate with
the cost of services rendered.

(d) Customs Valuation Agreement.
“Customs Valuation Agreement’” means
the Agreement on Implementation of Arti-
cle VII of the General Agreement on Tar-
iffs and Trade 1994, contained in Annex
1A to the WTO Agreement;

(e) Days. ‘“‘Days’ means calendar
days;

(f) Enterprise. ‘‘Enterprise’ means any
entity constituted or organized under
applicable law, whether or not for prof-
it, and whether privately or govern-
mentally-owned or controlled, includ-
ing any corporation, trust, partnership,
sole proprietorship, joint venture, asso-
ciation, or similar organization;

(g) Enterprise of a Party. ‘‘Enterprise of
a Party” means an enterprise con-
stituted or organized under a Party’s
law;

(h) GATT 1994. “GATT 1994 means
the General Agreement on Tariffs and
Trade 1994, contained in Annex 1A to
the WTO Agreement;

(i) Goods of a Party. ‘“Goods of a
Party” means domestic products as
these are understood in GATT 1994 or
such goods as the Parties may agree,
and includes originating goods of that
Party;

(j) Harmoniced System. ‘‘Harmonized
System’” means the Harmonized Com-
modity Description and Coding System,
including its General Rules of Interpre-
tation, Section Notes, and Chapter
Notes, as adopted and implemented by
the Parties in their respective tariff
laws;

(K) Heading. ‘‘Heading’” means the
first four digits in the tariff classifica-
tion number under the Harmonized
System;

(1) HTSUS. “HTSUS” means the Har-
moniced Tariff Schedule of the United
States as promulgated by the TU.S.
International Trade Commission;

(m) Identical goods. ‘‘Identical goods”
means goods that are the same in all
respects relevant to the rule of origin
that qualifies the goods as originating;
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(n) Indirect material. ‘‘Indirect mate-
rial”> means a good used in the produc-
tion, testing, or inspection of a good
but not physically incorporated into
the good, or a good used in the mainte-
nance of buildings or the operation of
equipment associated with the produc-
tion of a good, including:

(1) Fuel and energy;

(2) Tools, dies, and molds;

(3) Spare parts and materials used in
the maintenance of equipment or
buildings;

(4) Lubricants, greases, compounding
materials, and other materials used in
production or used to operate equip-
ment or buildings;

(6) Gloves, glasses, footwear, cloth-
ing, safety equipment, and supplies;

(6) Equipment, devices, and supplies
used for testing or inspecting the good;

(7) Catalysts and solvents; and

(8) Any other goods that are not in-
corporated into the other good but the
use of which in the production of the
other good can reasonably be dem-
onstrated to be a part of that produc-
tion;

(0) Korea. ‘“Korea’” means the Repub-
lic of Korea.

(p) Originating. ‘‘Originating’”’ means
qualifying for preferential tariff treat-
ment under the rules of origin set out
in Chapter Four (Textiles and Apparel)
or Chapter Six (Rules of Origin and Or-
igin Procedures) of the UKFTA and
General Note 33, HTSUS;

(q) Party. “Party” means the United
States or the Republic of Korea;

(r) Person. ‘‘Person’ means a natural
person or an enterprise;

(s) Person of a Party. ‘“Person of a
Party” means a national or an enter-
prise of a Party;

() Preferential tariff  treatment.
“Preferential tariff treatment’’ means the
duty rate applicable under the UKFTA
to an originating good, and an exemp-
tion from the merchandise processing
fee;

(u) Subheading. ‘‘Subheading’’ means
the first six digits in the tariff classi-
fication number under the Harmonized
System;

(v) Textile or apparel good. ‘‘Textile or
apparel good”’ means a good listed in
the Annex to the Agreement on Tex-
tiles and Clothing (commonly referred
to as ‘‘the ATC”);
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(w) Territory. “‘Territory’’ means:

(1) With respect to Korea, the land,
maritime, and air space over which
Korea exercises sovereignty, and those
maritime areas, including the seabed
and subsoil adjacent to and beyond the
outer limit of the territorial seas over
which it may exercise sovereign rights
or jurisdiction in accordance with
international law and its domestic law;
and

(2) With respect to the United States,

(i) The customs territory of the
United States, which includes the 50
states, the District of Columbia, and
Puerto Rico;

(ii) The foreign trade zones located in
the United States and Puerto Rico; and

(iii) Any areas beyond the territorial
seas of the United States within which,
in accordance with international law
and its domestic law, the United States
may exercise sovereign rights with re-
spect to the seabed and subsoil and
their natural resources;

(x) WTo. “WTO” means the World
Trade Organization; and

(y) WTO Agreement. “WTO Agreement”
means the Marrakesh Agreement Estab-
lishing the World Trade Organization of
April 15, 1994.

IMPORT REQUIREMENTS

§10.1003 Filing of claim for pref-
erential tariff treatment upon im-
portation.

(a) Basis of claim. An importer may
make a claim for UKFTA preferential
tariff treatment, including an exemp-
tion from the merchandise processing
fee, based on either:

(1) A written or electronic certifi-
cation, as specified in §10.1004 of this
subpart, that is prepared by the im-
porter, exporter, or producer of the
good; or

(2) The importer’s knowledge that
the good is an originating good, includ-
ing reasonable reliance on information
in the importer’s possession that the
good is an originating good.

(b) Making a claim. The claim is made
by including on the entry summary, or
equivalent documentation, the letters
“KR” as a prefix to the subheading of
the HTSUS under which each quali-
fying good is classified, or by the meth-
od specified for equivalent reporting
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via an authorized electronic data inter-
change system.

(c) Corrected claim. If, after making
the claim specified in paragraph (b) of
this section, the importer has reason to
believe that the claim is based on inac-
curate information or is otherwise in-
valid, the importer must, within 30 cal-
endar days after the date of discovery
of the error, correct the claim and pay
any duties that may be due. The im-
porter must submit a statement either
in writing or via an authorized elec-
tronic data interchange system to the
CBP office where the original claim
was filed specifying the correction (see
§§10.1031 and 10.1033 of this subpart).

§10.1004 Certification.

(a) General. An importer who makes a
claim pursuant to §10.1003(b) of this
subpart based on a certification by the
importer, exporter, or producer that
the good is originating must submit, at
the request of the port director, a copy
of the certification. The certification:

(1) Need not be in a prescribed format
but must be in writing or must be
transmitted electronically pursuant to
any electronic means authorized by
CBP for that purpose;

(2) Must be in the possession of the
importer at the time the claim for
preferential tariff treatment is made if
the certification forms the basis for the
claim;

(3) Must include the following infor-
mation:

(i) The legal name, address, tele-
phone, and email address (if any) of the
importer of record of the good (f
known), the exporter of the good (if dif-
ferent from the producer), and the pro-
ducer of the good (if known);

(ii) The legal name, address, tele-
phone, and email address (if any) of the
responsible official or authorized agent
of the importer, exporter, or producer
signing the certification (if different
from the information required by para-
graph (a)(3)(i) of this section);

(iii) A description of the good for
which preferential tariff treatment is
claimed, which must be sufficiently de-
tailed to relate it to the invoice and
the HS nomenclature;

(iv) The HTSUS tariff classification,
to six or more digits, as necessary for
the specific change in tariff classifica-

§10.1004

tion rule for the good set forth in Gen-
eral Note 33(0), HTSUS; and

(v) The applicable rule of origin set
forth in General Note 33, HT'SUS, under
which the good qualifies as an origi-
nating good;

(vi) Date of certification;

(vii) In case of a blanket certification
issued with respect to the multiple
shipments of identical goods within
any period specified in the written or
electronic certification, not exceeding
12 months from the date of certifi-
cation, the period that the certifi-
cation covers; and

(4) Must include a statement, in sub-
stantially the following form:

“I certify that:

The information on this document is true
and accurate and I assume the responsibility
for proving such representations. I under-
stand that I am liable for any false state-
ments or material omissions made on or in
connection with this document;

I agree to maintain and present upon re-
quest, documentation necessary to support
these representations;

The goods comply with all requirements for
preferential tariff treatment specified for
those goods in the United States-Korea Free
Trade Agreement; and
This document consists of
ing all attachments.”’

pages, includ-

(b) Responsible official or agent. The
certification provided for in paragraph
(a) of this section must be signed and
dated by a responsible official of the
importer, exporter, or producer, or by
the importer’s, exporter’s, or pro-
ducer’s authorized agent having knowl-
edge of the relevant facts.

(¢) Language. The certification pro-
vided for in paragraph (a) of this sec-
tion must be completed in either the
English or Korean language. In the lat-
ter case, the port director may require
the importer to submit an English
translation of the certification.

(d) Certification by the exporter or pro-
ducer. (1) A certification may be pre-
pared by the exporter or producer of
the good on the basis of:

(i) The exporter’s or producer’s
knowledge that the good is originating;
or

(ii) In the case of an exporter, reason-
able reliance on the producer’s written
or electronic certification that the
good is originating.
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(2) The port director may not require
an exporter or producer to provide a
written or electronic certification to
another person.

(e) Applicability of certification. The
certification provided for in paragraph
(a) of this section may be applicable to:

(1) A single shipment of a good into
the United States; or

(2) Multiple shipments of identical
goods into the United States that
occur within a specified blanket period,
not exceeding 12 months, set out in the
certification.

(f) Validity of certification. A certifi-
cation that is properly completed,
signed, and dated in accordance with
the requirements of this section will be
accepted as valid for four years fol-
lowing the date on which it was issued.

§10.1005 Importer obligations.

(a) General. An importer who makes a
claim for preferential tariff treatment
under §10.1003(b) of this subpart:

(1) Will be deemed to have certified
that the good is eligible for pref-
erential tariff treatment under the
UKFTA;

(2) Is responsible for the truthfulness
of the claim and of all the information
and data contained in the certification
provided for in §10.1004 of this subpart;
and

(3) Is responsible for submitting any
supporting documents requested by
CBP, and for the truthfulness of the in-
formation contained in those docu-
ments. When a certification prepared
by an exporter or producer forms the
basis of a claim for preferential tariff
treatment, and CBP requests the sub-
mission of supporting documents, the
importer will provide to CBP, or ar-
range for the direct submission by the
exporter or producer of, all information
relied on by the exporter or producer in
preparing the certification.

(b) Information provided by exporter or
producer. The fact that the importer
has made a claim or submitted a cer-
tification based on information pro-
vided by an exporter or producer will
not relieve the importer of the respon-
sibility referred to in paragraph (a) of
this section.

(c) Exemption from penalties. An im-
porter will not be subject to civil or ad-
ministrative penalties under 19 U.S.C.
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15692 for making an incorrect claim for
preferential tariff treatment or sub-
mitting an incorrect certification, pro-
vided that the importer promptly and
voluntarily corrects the claim or cer-
tification and pays any duty owing (see
§§10.1031 and 10.1033 of this subpart).

§10.1006 Certification not required.

(a) General. Except as otherwise pro-
vided in paragraph (b) of this section,
an importer will not be required to sub-
mit a copy of a certification under
§10.1004 of this subpart for:

(1) A non-commercial importation of
a good; or

(2) A commercial importation for
which the value of the originating
goods does not exceed U.S. $2,500.

(b) Exception. If the port director de-
termines that an importation described
in paragraph (a) of this section is part
of a series of importations carried out
or planned for the purpose of evading
compliance with the certification re-
quirements of §10.1004 of this subpart,
the port director will notify the im-
porter that for that importation the
importer must submit to CBP a copy of
the certification. The importer must
submit such a copy within 30 days from
the date of the notice. Failure to time-
ly submit a copy of the certification
will result in denial of the claim for
preferential tariff treatment.

§10.1007 Maintenance of records.

(a) General. An importer claiming
preferential tariff treatment for a good
(based on either the importer’s certifi-
cation or its knowledge, or on the cer-
tification issued by the exporter or pro-
ducer) imported into the United States
under §10.1003(b) of this subpart must
maintain for a minimum of five years
from the date of importation of the
good, all records and documents that
the importer has demonstrating that
the good qualifies for preferential tariff
treatment under the UKFTA. These
records are in addition to any other
records that the importer is required to
prepare, maintain, or make available
to CBP under part 163 of this chapter.

(b) Method of maintenance. The
records and documents referred to in
paragraph (a) of this section must be
maintained by importers as provided in
§163.5 of this chapter.
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§10.1008 Effect of noncompliance; fail-
ure to provide documentation re-
garding transshipment.

(a) General. If the importer fails to
comply with any requirement under
this subpart, including submission of a
complete certification prepared in ac-
cordance with §10. 1004 of this subpart,
when requested, the port director may
deny preferential tariff treatment to
the imported good.

(b) Failure to provide documentation re-
garding transshipment. Where the re-
quirements for preferential tariff treat-
ment set forth elsewhere in this sub-
part are met, the port director never-
theless may deny preferential tariff
treatment to an originating good if the
good is shipped through or trans-
shipped in a country other than a
Party to the UKFTA, and the importer
of the good does not provide, at the re-
quest of the port director, evidence
demonstrating to the satisfaction of
the port director that the conditions
set forth in §10.1025(a) of this subpart
were met.

EXPORT REQUIREMENTS

§10.1009 Certification for goods ex-
ported to Korea.

(a) Submission of certification to CBP.
Any person who completes and issues a
certification for a good exported from
the United States to Korea must pro-
vide a copy of the certification (writ-
ten or electronic) to CBP upon request.

(b) Notification of errors in certifi-
cation. Any person who completes and
issues a certification for a good ex-
ported from the United States to Korea
and who has reason to believe that the
certification contains or is based on in-
correct information must promptly no-
tify every person to whom the certifi-
cation was provided of any change that
could affect the accuracy or validity of
the certification. Notification of an in-
correct certification must also be given
either in writing or via an authorized
electronic data interchange system to
CBP specifying the correction (see
§§10.1032 and 10.1033 of this subpart).

(c) Maintenance of records—(1) Gen-
eral. Any person who completes and
issues a certification for a good ex-
ported from the United States to Korea
must maintain, for a period of at least

§10.1011

five years after the date the certifi-
cation was issued, all records and sup-
porting documents relating to the ori-
gin of a good for which the certifi-
cation was issued, including the certifi-
cation or copies thereof and records
and documents associated with:

(i) The purchase, cost, and value of,
and payment for, the good;

(ii) The purchase, cost, and value of,
and payment for, all materials, includ-
ing indirect materials, used in the pro-
duction of the good; and

(iii) The production of the good in
the form in which the good was ex-
ported.

(2) Method of maintenance. The
records referred to in paragraph (c) of
this section must be maintained as pro-
vided in §163.5 of this chapter.

(3) Awailability of records. For pur-
poses of determining compliance with
the provisions of this part, the records
required to be maintained under this
section must be stored and made avail-
able for examination and inspection by
the port director or other appropriate
CBP officer in the same manner as pro-
vided in Part 163 of this chapter.

POST-IMPORTATION DUTY REFUND
CLAIMS

§10.1010 Right to make post-importa-
tion claim and refund duties.

Notwithstanding any other available
remedy, where a good would have
qualified as an originating good when
it was imported into the United States
but no claim for preferential tariff
treatment was made, the importer of
that good may file a claim for a refund
of any excess duties at any time within
one year after the date of importation
of the good in accordance with the pro-
cedures set forth in §10.1011 of this sub-
part. Subject to the provisions of
§10.1008 of this subpart, CBP may re-
fund any excess duties by liquidation
or reliquidation of the entry covering
the good in accordance with §10.1012(c)
of this subpart.

§10.1011 Filing procedures.

(a) Place of filing. A post-importation
claim for a refund must be filed with
the director of the port at which the
entry covering the good was filed.
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(b) Contents of claim. A post-importa-
tion claim for a refund must be filed by
presentation of the following:

(1) A written or electronic declara-
tion or statement stating that the good
was an originating good at the time of
importation and setting forth the num-
ber and date of the entry or entries
covering the good;

(2) A copy of a written or electronic
certification prepared in accordance
with §10.1004 of this subpart if a certifi-
cation forms the basis for the claim, or
other information demonstrating that
the good qualifies for preferential tariff
treatment;

(3) A written statement indicating
whether the importer of the good pro-
vided a copy of the entry summary or
equivalent documentation to any other
person. If such documentation was so
provided, the statement must identify
each recipient by name, CBP identi-
fication number, and address and must
specify the date on which the docu-
mentation was provided; and

(4) A written statement indicating
whether or not any person has filed a
protest relating to the good under any
provision of law; and if any such pro-
test has been filed, the statement must
identify the protest by number and
date.

§10.1012 CBP processing procedures.

(a) Status determination. After receipt
of a post-importation claim made pur-
suant to §10.1011 of this subpart, the
port director will determine whether
the entry covering the good has been
liquidated and, if liquidation has taken
place, whether the liquidation has be-
come final.

(b) Pending protest or judicial review. If
the port director determines that any
protest relating to the good has not
been finally decided, the port director
will suspend action on the claim filed
under §10.1011 of this subpart until the
decision on the protest becomes final.
If a summons involving the tariff clas-
sification or dutiability of the good is
filed in the Court of International
Trade, the port director will suspend
action on the claim filed under §10.1011
of this subpart until judicial review has
been completed.

(c) Allowance of claim. (1) Unliquidated
entry. If the port director determines
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that a claim for a refund filed under
§10.1011 of this subpart should be al-
lowed and the entry covering the good
has not been liquidated, the port direc-
tor will take into account the claim for
refund in connection with the liquida-
tion of the entry.

(2) Liquidated entry. If the port direc-
tor determines that a claim for a re-
fund filed under §10.1011 of this subpart
should be allowed and the entry cov-
ering the good has been liquidated,
whether or not the liquidation has be-
come final, the entry must be reliqg-
uidated in order to effect a refund of
duties under this section. If the entry
is otherwise to be reliquidated based on
administrative review of a protest or as
a result of judicial review, the port di-
rector will reliquidate the entry taking
into account the claim for refund under
§10.1011 of this subpart.

(d) Denial of claim. (1) General. The
port director may deny a claim for a
refund filed under §10.1011 of this sub-
part if the claim was not filed timely,
if the importer has not complied with
the requirements of §10.1008 and 10.1011
of this subpart, or if, following an ori-
gin verification under §10.1026 of this
subpart, the port director determines
either that the imported good was not
an originating good at the time of im-
portation or that a basis exists upon
which preferential tariff treatment
may be denied under §10.1026 of this
subpart.

(2) Unliquidated entry. If the port di-
rector determines that a claim for a re-
fund filed under this subpart should be
denied and the entry covering the good
has not been liquidated, the port direc-
tor will deny the claim in connection
with the liquidation of the entry, and
notice of the denial and the reason for
the denial will be provided to the im-
porter in writing or via an authorized
electronic data interchange system.

(3) Liquidated entry. If the port direc-
tor determines that a claim for a re-
fund filed under this subpart should be
denied and the entry covering the good
has been liquidated, whether or not the
liquidation has become final, the claim
may be denied without reliquidation of
the entry. If the entry is otherwise to
be reliquidated based on administra-
tive review of a protest or as a result of
judicial review, such reliquidation may
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include denial of the claim filed under
this subpart. In either case, the port di-
rector will provide notice of the denial
and the reason for the denial to the im-
porter in writing or via an authorized
electronic data interchange system.

RULES OF ORIGIN

§10.1013 Definitions.

For purposes of §§10.1013 through
10.1025:

(a) Adjusted wvalue. ‘‘Adjusted wvalue”
means the value determined in accord-
ance with Articles 1 through 8, Article
15, and the corresponding interpreta-
tive notes of the Customs Valuation
Agreement, adjusted, if necessary, to
exclude:

(1) Any costs, charges, or expenses in-
curred for transportation, insurance
and related services incident to the
international shipment of the good
from the country of exportation to the
place of importation; and

(2) The value of packing materials
and containers for shipment as defined
in paragraph (m) of this section;

(b) Class of motor vehicles. ‘‘Class of
motor vehicles’”> means any one of the
following categories of motor vehicles:

(1) Motor vehicles classified under
subheading 8701.20, HTSUS, motor ve-
hicles for the transport of 16 or more
persons classified under subheading
8702.10 or 8702.90, HTSUS, and motor
vehicles classified under subheading

8704.10, 8704.22, 8704.23, 8704.32, or
8704.90, or heading 87.056 or 87.06,
HTSUS;

(2) Motor vehicles classified under
subheading 8701.10 or subheading 8701.30
through 8701.90, HTSUS;

(3) Motor vehicles for the transport
of 15 or fewer persons classified under
subheading 8702.10 or 8702.90, HTSUS
and motor vehicles classified under
subheading 8704.21 or 8704.31, HTSUS;
or

(4) Motor vehicles classified under
subheading 8703.21 through 8703.90,
HTSUS;

(c) Exporter. “‘Exporter’” means a per-
son who exports goods from the terri-
tory of a Party;

(d) Fungible goods or materials.
“Fungible goods or materials’”’> means
goods or materials that are inter-
changeable with another good or mate-
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rial for commercial purposes and the
properties of which are essentially
identical to such other good or mate-
rial;

(e) Generally Accepted Accounting
Principles. ‘‘Generally Accepted Account-
ing Principles’”’ means the recognized
consensus or substantial authoritative
support in the territory of a Party,
with respect to the recording of reve-
nues, expenses, costs, assets, and liabil-
ities, the disclosure of information, and
the preparation of financial state-
ments. These principles may encom-
pass broad guidelines of general appli-
cation as well as detailed standards,
practices, and procedures;

(f) Good. ‘‘Good”’ means any merchan-
dise, product, article, or material;

(g) Goods wholly obtained or produced
entirely in the territory of one or more of
the Parties. ‘‘Goods wholly obtained or
produced entirely in the territory of one
or both of the Parties” means:

(1) Plants and plant products grown,
and harvested or gathered, in the terri-
tory of one or both of the Parties;

(2) Live animals born and raised in
the territory of one or both of the Par-
ties;

(3) Goods obtained in the territory of
one or both of the Parties from live
animals;

(4) Goods obtained from hunting,
trapping, fishing, or aquaculture con-
ducted in the territory of one or both
of the Parties;

(5) Minerals and other natural re-
sources not included in paragraphs
(2)(1) through (g)(4) extracted or taken
from the territory of one or both of the
Parties;

(6) Fish, shellfish, and other marine
life taken from the sea, seabed, or sub-
soil outside the territory of the Parties
by:

(i) A vessel that is registered or re-
corded with Korea and flying the flag
of Korea; or

(i1) A vessel that is documented
under the laws of the United States;

(7) Goods produced on board factory
ships from the goods referred to in
paragraph (g)(6), if such factory ship:

(i) Is registered or recorded with
Korea and flies the flag of Korea; or

(i) Is a vessel that is documented
under the laws of the United States;
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(8) Goods taken by a Party or a per-
son of a Party from the seabed or sub-
soil outside the territory of one or both
of the Parties, provided that Party has
rights to exploit such seabed or subsoil;

(9) Goods taken from outer space,
provided they are obtained by a Party
or a person of a Party and not proc-
essed in the territory of a non-Party;

(10) Waste and scrap derived from:

(i) Manufacturing or processing oper-
ations in the territory of one or both of
the Parties; or

(ii) Used goods collected in the terri-
tory of one or both of the Parties, pro-
vided such goods are fit only for the re-
covery of raw materials;

(11) Recovered goods derived in the
territory of one or both of the Parties
from used goods, and used in the terri-
tory of one or both of the Parties in
the production of remanufactured
goods; and

(12) Goods produced in the territory
of one or both of the Parties exclu-
sively from goods referred to in para-
graphs (g)(1) through (g)(10) of this sec-
tion, or from their derivatives, at any
stage of production;

(h) Material. ‘‘Material”’ means a good
that is used in the production of an-
other good, including a part or an in-
gredient;

(i) Model line. ‘“Model line’’ means a
group of motor vehicles having the
same platform or model name;

(j) Net cost. ““Net cost” means total
cost minus sales promotion, mar-
keting, and after-sales service costs,
royalties, shipping and packing costs,
and non-allowable interest costs that
are included in the total cost;

(k) Non-allowable interest costs. ‘‘Non-
allowable interest costs’> means interest
costs incurred by a producer that ex-
ceed 700 basis points above the applica-
ble official interest rate on debt obliga-
tions of comparable maturities issued
by the central level of government of
the Party in which the producer is lo-
cated;

(1) Non-originating good or mon-origi-
nating material. ‘‘Non-originating good”
or ‘‘non-originating material’”’ means a
good or material, as the case may be,
that does not qualify as originating
under General Note 33, HTSUS, or this
subpart;
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(m) Packing materials and containers
for shipment. ‘‘Packing materials and
containers for shipment’” means the
goods used to protect a good during its
transportation to the United States
and does not include the packaging ma-
terials and containers in which a good
is packaged for retail sale;

(n) Producer. ‘‘Producer’ means a per-
son who engages in the production of a
good in the territory of a Party;

(0) Production. ‘‘Production’ means
growing, mining, harvesting, fishing,
breeding, raising, trapping, hunting,

manufacturing, processing, assembling,
or disassembling a good;

(p) Reasonably allocate. ‘‘Reasonably
allocate’ means to apportion in a man-
ner that would be appropriate under
Generally Accepted Accounting Prin-
ciples;

(a) Reasonable suspicion of unlawful
activity. ‘‘Reasonable suspicion of unlaw-
ful activity” means a suspicion based on
relevant factual information obtained
from public or private sources com-
prising one or more of the following:

(1) Historical evidence of non-compli-
ance with laws or regulations gov-
erning importations by an importer or
exporter;

(2) Historical evidence of non-compli-
ance with laws or regulations gov-
erning importations by a manufac-
turer, producer, or other person in-
volved in the movement of goods from
the territory of one Party to the terri-
tory of the other Party;

(3) Historical evidence that some or
all of the persons involved in the move-
ment from the territory of one Party
to the territory of the other Party of
goods within a specific product sector
have not complied with a Party’s laws
and regulations governing importa-
tions; or

(4) Other information that the re-
questing Party and the Party from
whom the information is requested
agree is sufficient in the context of a
particular request;

(r) Recovered goods. ‘‘Recovered goods’
means materials in the form of indi-
vidual parts that are the result of:

(1) The disassembly of used goods
into individual parts; and

(2) The cleaning, inspecting, testing,
or other processing that is necessary to
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improve such individual parts to sound
working condition;

(s) Remanufactured goods.
“Remanufactured goods’” means goods
classified in Chapter 84, 85, 87, or 90, or
under heading 9402, HTSUS, that:

(1) Are entirely or partially com-
prised of recovered goods as defined in
§10.1013(r) and,

(2) Have a similar life expectancy and
enjoy a factory warranty similar to
such new goods;

(t) Royalties. ‘‘Royalties”” means pay-
ments of any kind, including payments
under technical assistance agreements
or similar agreements, made as consid-
eration for the use of, or right to use,
any copyright, literary, artistic, or sci-
entific work, patent, trademark, de-
sign, model, plan, secret formula or
process, excluding those payments
under technical assistance agreements
or similar agreements that can be re-
lated to specific services such as:

(1) Personnel training, without re-
gard to where performed; and

(2) If performed in the territory of
one or both of the Parties, engineering,
tooling, die-setting, software design
and similar computer services;

(u) Sales promotion, marketing, and
after-sales service costs. ‘‘Sales promotion,
marketing, and after-sales service costs”
means the following costs related to
sales promotion, marketing, and after-
sales service:

(1) Sales and marketing promotion;
media advertising; advertising and
market research; promotional and
demonstration materials; exhibits;
sales conferences, trade shows and con-
ventions; banners; marketing displays;
free samples; sales, marketing, and
after-sales service literature (product
brochures, catalogs, technical 1lit-
erature, price lists, service manuals,
sales aid information); establishment
and protection of logos and trade-
marks; sponsorships; wholesale and re-
tail restocking charges; entertainment;

(2) Sales and marketing incentives;
consumer, retailer or wholesaler re-
bates; merchandise incentives;

(3) Salaries and wages, sales commis-
sions, bonuses, benefits (for example,
medical, insurance, pension), traveling
and living expenses, membership and
professional fees, for sales promotion,
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marketing, and after-sales service per-
sonnel;

(4) Recruiting and training of sales
promotion, marketing, and after-sales
service personnel, and after-sales train-
ing of customers’ employees, where
such costs are identified separately for
sales promotion, marketing, and after-
sales service of goods on the financial
statements or cost accounts of the pro-
ducer;

(5) Product liability insurance;

(6) Office supplies for sales pro-
motion, marketing, and after-sales
service of goods, where such costs are
identified separately for sales pro-
motion, marketing, and after-sales
service of goods on the financial state-
ments or cost accounts of the producer;

(7) Telephone, mail and other com-

munications, where such costs are
identified separately for sales pro-
motion, marketing, and after-sales

service of goods on the financial state-
ments or cost accounts of the producer;

(8) Rent and depreciation of sales
promotion, marketing, and after-sales
service offices and distribution centers;

(9) Property insurance premiums,
taxes, cost of utilities, and repair and
maintenance of sales promotion, mar-
keting, and after-sales service offices
and distribution centers, where such
costs are identified separately for sales
promotion, marketing, and after-sales
service of goods on the financial state-
ments or cost accounts of the producer;
and

(10) Payments by the producer to
other persons for warranty repairs;

(v) Self-produced material. *‘Self-pro-
duced material’’ means an originating
material that is produced by a pro-
ducer of a good and used in the produc-
tion of that good;

(w) Shipping and packing costs.
“Shipping and packing costs’> means the
costs incurred in packing a good for
shipment and shipping the good from
the point of direct shipment to the
buyer, excluding the costs of preparing
and packaging the good for retail sale;

(x) Total cost. “‘Total cost” means all
product costs, period costs, and other
costs for a good incurred in the terri-
tory of one or both of the Parties.
Product costs are costs that are associ-
ated with the production of a good and
include the value of materials, direct
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labor costs, and direct overhead. Period
costs are costs, other than product
costs, that are expensed in the period
in which they are incurred, such as
selling expenses and general and ad-
ministrative expenses. Other costs are
all costs recorded on the books of the
producer that are not product costs or
period costs, such as interest. Total
cost does not include profits that are
earned by the producer, regardless of
whether they are retained by the pro-
ducer or paid out to other persons as
dividends, or taxes paid on those prof-
its, including capital gains taxes;

(y) Used. ‘““Used” means utilized or
consumed in the production of goods;
and

(z) Value. “Value’> means the value of
a good or material for purposes of cal-
culating customs duties or for purposes
of applying this subpart.

§10.1014 Originating goods.

Except as otherwise provided in this
subpart and General Note 33(n),
HTSUS, a good imported into the cus-
toms territory of the United States
will be considered an originating good
under the UKFTA only if:

(a) The good is wholly obtained or
produced entirely in the territory of
one or both of the Parties;

(b) The good is produced entirely in
the territory of one or both of the Par-
ties and:

(1) Each non-originating material
used in the production of the good un-
dergoes an applicable change in tariff
classification specified in General Note
33(0), HTSUS, and the good satisfies all
other applicable requirements of Gen-
eral Note 33, HTSUS; or

(2) The good otherwise satisfies any
applicable regional value content or
other requirements specified in Gen-
eral Note 33(0), HTSUS, and satisfies
all other applicable requirements of
General Note 33, HT'SUS; or

(¢c) The good is produced entirely in
the territory of one or both of the Par-
ties exclusively from originating mate-
rials.

§10.1015 Regional value content.

(a) General. Except for goods to which
paragraph (d) of this section applies,
where General Note 33, HTSUS, sets
forth a rule that specifies a regional
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value content test for a good, the re-
gional value content of such good must
be calculated by the importer, ex-
porter, or producer of the good on the
basis of the build-down method de-
scribed in paragraph (b) of this section
or the build-up method described in
paragraph (c) of this section.

(b) Build-down method. Under the
build-down method, the regional value
content must be calculated on the
basis of the formula RVC = ((AV -—
VNM)/AV) x 100, where RVC is the re-
gional value content, expressed as a
percentage; AV is the adjusted value of
the good; and VNM is the value of non-
originating materials, other than indi-
rect materials, that are acquired and
used by the producer in the production
of the good, but does not include the
value of a material that is self-pro-
duced.

(c) Build-up method. Under the build-
up method, the regional value content
must be calculated on the basis of the
formula RVC = (VOM/AV) x 100, where
RVC is the regional value content, ex-
pressed as a percentage; AV is the ad-
justed value of the good; and VOM is
the value of originating materials,
other than indirect materials, that are
acquired or self-produced and used by
the producer in the production of the
good.

(d) Special rule for certain automotive
goods. (1) General. Where General Note
33, HTSUS, sets forth a rule that speci-
fies a regional value content test for an
automotive good provided for in any of
subheadings 8407.31 through 8407.34 (en-
gines), subheading 8408.20 (diesel engine
for vehicles), heading 8409 (parts of en-
gines), headings 8701 through 8705
(motor vehicles), and headings 8706
(chassis), 8707 (bodies), and 8708 (motor
vehicle parts), HTSUS, the regional
value content of such good may be cal-
culated by the importer, exporter, or
producer of the good on the basis of the
net cost method described in paragraph
(d)(2) of this section.

(2) Net cost method. Under the net cost
method, the regional value content is
calculated on the basis of the formula
RVC = (NC — VNM)/NC) x 100, where
RVC is the regional value content, ex-
pressed as a percentage; NC is the net
cost of the good; and VNM is the value
of non-originating materials, other
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than indirect materials, that are ac-
quired and used by the producer in the
production of the good, but does not in-
clude the value of a material that is
self-produced. Consistent with the pro-
visions set out in Generally Accepted
Accounting Principles, applicable in
the territory of the Party where the
good is produced, the net cost of the
good must be determined by:

(i) Calculating the total cost incurred
with respect to all goods produced by
the producer of the automotive good,
subtracting any sales promotion, mar-
keting, and after-sales service costs,
royalties, shipping and packing costs,
and non-allowable interest costs that
are included in the total cost of all
such goods, and then reasonably allo-
cating the resulting net cost of those
goods to the automotive good;

(ii) Calculating the total cost in-
curred with respect to all goods pro-
duced by the producer of the auto-
motive good, reasonably allocating the
total cost to the automotive good, and
then subtracting any sales promotion,
marketing, and after-sales service
costs, royalties, shipping and packing
costs, and non-allowable interest costs
that are included in the portion of the
total cost allocated to the automotive
good; or

(iii) Reasonably allocating each cost
that forms part of the total costs in-
curred with respect to the automotive
good so that the aggregate of these
costs does not include any sales pro-
motion, marketing, and after-sales
service costs, royalties, shipping and
packing costs, or non-allowable inter-
est costs.

(3) Motor vehicles. (i) General. For pur-
poses of calculating the regional value
content under the net cost method for
an automotive good that is a motor ve-
hicle provided for in any of headings
8701 through 8705, an importer, ex-
porter, or producer may average the
amounts calculated under the formula
set forth in paragraph (d)(2) of this sec-
tion over the producer’s fiscal year
using any one of the categories de-
scribed in paragraph (d)(3)(ii) of this
section either on the basis of all motor
vehicles in the category or those motor
vehicles in the category that are ex-
ported to the territory of one or both
Parties.
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(ii) Categories. The categories referred
to in paragraph (d)(3)(i) of this section
are as follows:

(A) The same model line of motor ve-
hicles, in the same class of vehicles,
produced in the same plant in the terri-
tory of a Party, as the motor vehicle
for which the regional value content is
being calculated;

(B) The same class of motor vehicles,
and produced in the same plant in the
territory of a Party, as the motor vehi-
cle for which the regional value con-
tent is being calculated; and

(C) The same model line of motor ve-
hicles produced in the territory of a
Party as the motor vehicle for which
the regional value content is being cal-
culated.

(4) Other automotive goods. (i) General.
For purposes of calculating the re-
gional value content under the net cost
method for automotive goods provided
for in any of subheadings 8407.31
through 8407.34, subheading 8408.20,
heading 8409, 8706, 8707, or 8708, HTSUS,
that are produced in the same plant, an
importer, exporter, or producer may:

(A) Average the amounts calculated
under the formula set forth in para-
graph (d)(2) of this section over any of
the following: the fiscal year, or any
quarter or month, of the motor vehicle
producer to whom the automotive good
is sold, or the fiscal year, or any quar-
ter or month, of the producer of the
automotive good, provided the goods
were produced during the fiscal year,
quarter, or month that is the basis for
the calculation;

(B) Determine the average referred to
in paragraph (d)(4)(i)(A) of this section
separately for such goods sold to one or
more motor vehicle producers; or

(C) Make a separate determination
under paragraph (d)(4)(i)(A) or (B) of
this section for automotive goods that
are exported to the territory of Korea
or the United States.

(i1) Duration of use. A person select-
ing an averaging period of one month
or quarter under paragraph (d)(4)(i)(A)
of this section must continue to use
that method for that category of auto-
motive goods throughout the fiscal
year.
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§10.1016 Value of materials.

(a) Calculating the value of materials.
Except as provided in §10.1024 of this
subpart, for purposes of calculating the
regional value content of a good under
General Note 33 HTSUS, and for pur-
poses of applying the de minimis (see
§10.1018 of this subpart) provisions of
General Note 33, HT'SUS, the value of a
material is:

(1) In the case of a material imported
by the producer of the good, the ad-
justed value of the material;

(2) In the case of a material acquired
by the producer in the territory where
the good is produced, the value, deter-
mined in accordance with Articles 1
through 8, Article 15, and the cor-
responding interpretative notes of the
Customs Valuation Agreement, of the
material, i.e., in the same manner as
for imported goods, with reasonable
modifications to the provisions of the
Customs Valuation Agreement as may
be required due to the absence of an
importation by the producer (includ-
ing, but not limited to, treating a do-
mestic purchase by the producer as if it
were a sale for export to the country of
importation); or

(3) In the case of a self-produced ma-
terial, the sum of:

(i) All the costs incurred in the pro-
duction of the material, including gen-
eral expenses; and

(ii) An amount for profit equivalent
to the profit added in the normal
course of trade.

(b) Examples. The following examples
illustrate application of the principles
set forth in paragraph (a)(2) of this sec-
tion:

Example 1. A producer in Korea purchases
material x from an unrelated seller in Korea
for $100. Under the provisions of Article 1 of
the Customs Valuation Agreement, trans-
action value is the price actually paid or
payable for the goods when sold for export to
the country of importation adjusted in ac-
cordance with the provisions of Article 8. In
order to apply Article 1 to this domestic pur-
chase by the producer, such purchase is
treated as if it were a sale for export to the
country of importation. Therefore, for pur-
poses of determining the adjusted value of
material x, Article 1 transaction value is the
price actually paid or payable for the goods
when sold to the producer in Korea ($100), ad-
justed in accordance with the provisions of
Article 8. In this example, it is irrelevant
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whether material x was initially imported
into Korea by the seller (or by anyone else).
So long as the producer acquired material x
in Korea, it is intended that the value of ma-
terial x will be determined on the basis of
the price actually paid or payable by the pro-
ducer adjusted in accordance with the provi-
sions of Article 8.

Example 2. Same facts as in Example 1, ex-
cept that the sale between the seller and the
producer is subject to certain restrictions
that preclude the application of Article 1.
Under Article 2 of the Customs Valuation
Agreement, the value is the transaction
value of identical goods sold for export to
the same country of importation and ex-
ported at or about the same time as the
goods being valued. In order to permit the
application of Article 2 to the domestic ac-
quisition by the producer, it should be modi-
fied so that the value is the transaction
value of identical goods sold within Korea at
or about the same time the goods were sold
to the producer in Korea. Thus, if the seller
of material x also sold an identical material
to another buyer in Korea without restric-
tions, that other sale would be used to deter-
mine the adjusted value of material x.

(c) Permissible additions to, and deduc-
tions from, the value of materials. (1) Ad-
ditions to originating materials. For orig-
inating materials, the following ex-
penses, if not included under paragraph
(a) of this section, may be added to the
value of the originating material:

(i) The costs of freight (‘‘cost of
freight” includes the costs of all types
of freight, including in-land freight in-
curred within a Party’s territory, re-
gardless of the mode of transpor-
tation), insurance, packing, and all
other costs incurred in transporting
the material within a Party’s territory
or between the Parties to the location
of the producer;

(ii) Duties, taxes, and customs bro-
kerage fees on the material paid in the
territory of one or both of the Parties,
other than duties and taxes that are
waived, refunded, refundable, or other-
wise recoverable, including credit
against duty or tax paid or payable;
and

(iii) The cost of waste and spoilage
resulting from the use of the material
in the production of the good, less the
value of renewable scrap or byproducts.

(2) Deductions from non-originating ma-
terials. For non-originating materials,
if included under paragraph (a) of this
section, the following expenses may be
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deducted from the value of the non-
originating material:

(i) The costs of freight (‘‘cost of
freight” includes the costs of all types
of freight, including in-land freight in-
curred within a Party’s territory, re-
gardless of the mode of transpor-
tation), insurance, packing, and all
other costs incurred in transporting
the material within a Party’s territory
or between the territories of the Par-
ties to the location of the producer;

(ii) Duties, taxes, and customs bro-
kerage fees on the material paid in the
territory of one or both of the Parties,
other than duties and taxes that are
waived, refunded, refundable, or other-
wise recoverable, including credit
against duty or tax paid or payable;

(iii) The cost of waste and spoilage
resulting from the use of the material
in the production of the good, less the
value of renewable scrap or by-prod-
ucts; and

(iv) The cost of originating materials
used in the production of the non-origi-
nating material in the territory of a
Party.

(d) Accounting method. Any cost or
value referenced in General Note 33,
HTSUS, and this subpart, must be re-
corded and maintained in accordance
with the Generally Accepted Account-
ing Principles applicable in the terri-
tory of the Party in which the good is
produced.
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(a) Originating goods or materials
from the territory of one Party, incor-
porated into a good in the territory of
the other Party will be considered to
originate in the territory of that other
Party.

(b) A good that is produced in the
territory of one or both of the Parties
by one or more producers is an origi-
nating good if the good satisfies the re-
quirements of §10.1014 of this subpart
and all other applicable requirements
of General Note 33, HTSUS.

§10.1018 De minimis.

(a) General. Except as provided in
paragraphs (b) and (c) of this section, a
good that does not undergo a change in
tariff classification pursuant to Gen-
eral Note 33, HTSUS, is an originating
good if:

Accumulation.
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(1) The value of all non-originating
materials used in the production of the
good that do not undergo the applica-
ble change in tariff classification does
not exceed 10 percent of the adjusted
value of the good;

(2) The value of the non-originating
materials described in paragraph (a)(1)
of this section is included in the value
of non-originating materials for any
applicable regional value content re-
quirement for the good under General
Note 33, HTSUS; and

(3) The good meets all other applica-
ble requirements of General Note 33,
HTSUS.

(b) Ezxceptions. Paragraph (a) of this
section does not apply to:

(1) A non-originating material pro-
vided for in Chapter 3, HTSUS, that is
used in the production of a good classi-
fied in that Chapter;

(2) A non-originating material pro-
vided for in Chapter 4, HTSUS, or a
non-originating dairy preparation con-
taining over 10 percent by weight of
milk solids classified under sub-
headings 1901.90 or 2106.90, HTSUS, that
is used in the production of a good pro-
vided for in Chapter 4, HTSUS;

(3) A non-originating material pro-
vided for in Chapter 4, HTSUS, or a
non-originating dairy preparation con-
taining over 10 percent by weight of
milk solids provided for in subheading
1901.90, HTSUS, which is used in the
production of the following goods:

(i) Infant preparations containing
over 10 percent by weight of milk solids
provided for in subheading 1901.10,
HTSUS;

(ii) Mixes and doughs, containing
over 25 percent by weight of butterfat,
not put up for retail sale, provided for
in subheading 1901.20, HTSUS;

(iii) Dairy preparations containing
over 10 percent by weight of milk solids
provided for in subheading 1901.90 or
2106.90, HTSUS:;

(iv) Goods provided for in heading
2105, HTSUS;

(v) Beverages containing milk pro-
vided for in subheading 2202.90, HTSUS;
or

(vi) Animal feeds containing over 10
percent by weight of milk solids pro-
vided for in subheading 2309.90, HTSUS;

(4) A non-originating material pro-
vided for in Chapter 7, HTSUS that is
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used in the production of a good classi-
fied under the following subheadings:
0703.10, 0703.20, 0709.59, 0709.60, 0710.21
through 0710.80, 0711.90, 0712.20, 0712.39
through 0713.10 or 0714.20, HTSUS;

(5) A non-originating material pro-
vided for in heading 1006, HTSUS, or a
non-originating rice product classified
in Chapter 11, HTSUS that is used in
the production of a good provided for
under the headings 1006, 1102, 1103, 1104,
HTSUS, or subheadings 1901.20 or
1901.90, HTSUS;

(6) A non-originating material pro-
vided for in heading 0805, HTSUS or
subheadings 2009.11 through 2009.39,
HTSUS, that is used in the production
of a good provided for under sub-
headings 2009.11 through 2009.39,
HTSUS, or in fruit or vegetable juice of
any single fruit or vegetable, fortified
with minerals or vitamins, con-
centrated or unconcentrated, provided
for under subheadings 2106.90 or 2202.90,
HTSUS;

(7) Non-originating peaches, pears, or
apricots provided for in Chapters 8 or
20, HTSUS, that are used in the produc-
tion of a good classified under heading
2008, HTSUS;

(8) A non-originating material pro-
vided for in Chapter 15, HT'SUS, that is
used in the production of a good classi-
fied under headings 1501 through 1508,
1512, 1514, or 1515, HTSUS;

(9) A non-originating material pro-
vided for in heading 1701, HTSUS, that
is used in the production of a good pro-
vided for in any of headings 1701
through 1703, HTSUS;

(10) A non-originating material pro-
vided for in Chapter 17, HTSUS, that is
used in the production of a good pro-
vided for in subheading 1806.10, HTSUS;
or

(11) Except as provided in paragraphs
(b)(1) through (10) of this section and
General Note 33, HTSUS, a non-origi-
nating material used in the production
of a good provided for in any of Chap-
ters 1 through 24, HTSUS, unless the
non-originating material is provided
for in a different subheading than the
good for which origin is being deter-
mined under this subpart.

(c) Textile and apparel goods. (1) Gen-
eral. Except as provided in paragraph
(c)(2) of this section, a textile or ap-
parel good that is not an originating
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good because certain fibers or yarns
used in the production of the compo-
nent of the good that determines the
tariff classification of the good do not
undergo an applicable change in tariff
classification set out in General Note
33, HT'SUS, will nevertheless be consid-
ered to be an originating good if the
total weight of all such fibers or yarns
in that component is not more than 7
percent of the total weight of that
component.

(2) Exception for goods containing elas-
tomeric yarns. A textile or apparel good
containing elastomeric yarns in the
component of the good that determines
the tariff classification of the good will
be considered an originating good only
if such yarns are wholly formed and
finished in the territory of a Party.

(3) For purposes of this section,
“wholly formed or finished’”’ means when
used in reference to fabrics, all produc-
tion processes and finishing operations
necessary to produce a finished fabric
ready for use without further proc-
essing. These processes and operations
include formation processes, such as
weaving, knitting, needling, tufting,
felting, entangling, or other such proc-
esses, and finishing operations, includ-
ing bleaching, dyeing, and printing.
When used in reference to yarns,
“wholly formed or finished”’ means all
production processes and finishing op-
erations, beginning with the extrusion
of filaments, strips, film, or sheet, and
including drawing to fully orient a fila-
ment or slitting a film or sheer into
strip, or the spinning of all fibers into
yvarn, or both, and ending with a fin-
ished yarn or plied yarn.

§10.1019 Fungible
rials.

goods and mate-

(a) General. A person claiming that a
fungible good or material is an origi-
nating good may base the claim either
on the physical segregation of each
fungible good or material or by using
an inventory management method with
respect to the fungible good or mate-
rial. For purposes of this section, the
term ‘‘inventory management method”
means:

(1) Averaging;

(2) “Last-in, first-out;”

(3) “First-in, first-out;” or
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(4) Any other method that is recog-
nized in the Generally Accepted Ac-
counting Principles of the Party in
which the production is performed or
otherwise accepted by that country.

(b) Duration of use. A person selecting
an inventory management method
under paragraph (a) of this section for
a particular fungible good or material
must continue to use that method for
that fungible good or material
throughout the fiscal year of that per-
son.

§10.1020 Accessories, spare parts, or
tools.

(a) General. Accessories, spare parts,
or tools that are delivered with a good
and that form part of the good’s stand-
ard accessories, spare parts, or tools
will be treated as originating goods if
the good is an originating good, and
will be disregarded in determining
whether all the non-originating mate-
rials used in the production of the good
undergo an applicable change in tariff
classification specified in General Note
33, HTSUS, provided that:

(1) The accessories, spare parts, or
tools are classified with, and not
invoiced separately from, the good; and

(2) The quantities and value of the
accessories, spare parts, or tools are
customary for the good.

(b) Regional value content. If the good
is subject to a regional value content
requirement, the value of the acces-
sories, spare parts, or tools is taken
into account as originating or non-
originating materials, as the case may
be, in calculating the regional value
content of the good under §10.1015 of
this subpart.

§10.1021 Goods classifiable as goods
put up in sets.

Notwithstanding the specific rules
set forth in General Note 33, HTSUS,
goods classifiable as goods put up in
sets for retail sale as provided for in
General Rule of Interpretation 3,
HTSUS, will not be considered to be
originating goods unless:

(a) Bach of the goods in the set is an
originating good; or

(b) The total value of the non-origi-
nating goods in the set does not exceed:

§10.1023

(1) In the case of textile or apparel
goods, 10 percent of the adjusted value
of the set; or

(2) In the case of a good other than a
textile or apparel good, 15 percent of
the adjusted value of the set.

§10.1022 Retail packaging materials
and containers.

(a) Effect on tariff shift rule. Pack-
aging materials and containers in
which a good is packaged for retail
sale, if classified with the good for
which preferential tariff treatment
under the UKFTA is claimed, will be
disregarded in determining whether all
non-originating materials used in the
production of the good undergo the ap-
plicable change in tariff classification
set out in General Note 33, HTSUS.

(b) Effect on regional value content cal-
culation. If the good is subject to a re-
gional value content requirement, the
value of such packaging materials and
containers will be taken into account
as originating or non-originating mate-
rials, as the case may be, in calculating
the regional value content of the good.

Example 1. Korean Producer A of good C
imports 100 non-originating blister packages
to be used as retail packaging for good C. As
provided in §10.1016(a)(1) of this subpart, the
value of the blister packages is their ad-
justed value, which in this case is $10. Good
C has a regional value content requirement.
The United States importer of good C decides
to use the build-down method, RVC = ((AV —
VNM)/AV) x 100 (see §10.1015(b) of this sub-
part), in determining whether good C satis-
fies the regional value content requirement.
In applying this method, the non-originating
blister packages are taken into account as
non-originating. As such, their $10 adjusted
value is included in the VNM, value of non-
originating materials, of good C.

Example 2. Same facts as in Example 1, ex-
cept that the blister packages are origi-
nating. In this case, the adjusted value of the
originating blister packages would not be in-
cluded as part of the VNM of good C under
the build-down method. However, if the U.S.
importer had used the build-up method, RVC
= (VOM/AV) x 100 (see §10.1015(c) of this sub-
part), the adjusted value of the blister pack-
aging would be included as part of the VOM,
value of originating materials.

§10.1023 Packing materials and con-
tainers for shipment.

(a) Effect on tariff shift rule. Packing
materials and containers for shipment,
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as defined in §10.1013(m) of this sub-
part, are to be disregarded in deter-
mining whether the non-originating
materials used in the production of the
good undergo an applicable change in
tariff classification set out in General
Note 33, HTSUS. Accordingly, such ma-
terials and containers are not required
to undergo the applicable change in
tariff classification even if they are
non-originating.

(b) Effect on regional value content cal-
culation. Packing materials and con-
tainers for shipment, as defined in
§10.1013(m) of this subpart, are to be
disregarded in determining the re-
gional value content of a good im-
ported into the United States. Accord-
ingly, in applying the build-down,
build-up, or net cost method for deter-
mining the regional value content of a
good imported into the United States,
the value of such packing materials
and containers for shipment (whether
originating or non-originating) is dis-
regarded and not included in AV, ad-
justed value, VNM, value of non-origi-
nating materials, VOM, value of origi-
nating materials, or NC, net cost of a
good.

Example. Korean producer A produces good
C. Producer A ships good C to the United
States in a shipping container that it pur-
chased from Company B in Korea. The ship-
ping container is originating. The value of
the shipping container determined under
§10.1016(a)(2) of this subpart is $3. Good C is
subject to a regional value content require-
ment. The transaction value of good C is
$100, which includes the $3 shipping con-
tainer. The U.S. importer decides to use the
build-up method, RVC = (VOM/AV) x 100 (see
§10.1015(c) of this subpart), in determining
whether good C satisfies the regional value
content requirement. In determining the AV,
adjusted value, of good C imported into the
U.S., paragraph (b) of this section and the
definition of AV require a $3 deduction for
the value of the shipping container. There-
fore, the AV is $97 ($100—$3). In addition, the
value of the shipping container is dis-
regarded and not included in the VOM, value
of originating materials.

§10.1024 Indirect materials.

An indirect material, as defined in
§10.1002(n) of this subpart, will be dis-
regarded for the purpose of deter-
mining whether a good is originating.

Example. Korean Producer A produces good
C using non-originating material B. Pro-
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ducer A imports non-originating rubber
gloves for use by workers in the production
of good C. Good C is subject to a tariff shift
requirement. As provided in §10.1014(b)(1) of
this subpart and General Note 33, each of the
non-originating materials in good C must
undergo the specified change in tariff classi-
fication in order for good C to be considered
originating. Although non-originating mate-
rial B must undergo the applicable tariff
shift in order for good C to be considered
originating, the rubber gloves do not because
they are indirect materials and are dis-
regarded for purposes of determining wheth-
er the good is originating.

§10.1025 Transit and transshipment.

(a) General. A good that has under-
gone production necessary to qualify as
an originating good under §10.1014 of
this subpart will not be considered an
originating good if, subsequent to that
production, the good:

(1) Undergoes further production or
any other operation outside the terri-
tories of the Parties, other than un-
loading, reloading, or any other oper-
ation necessary to preserve the good in
good condition or to transport the good
to the territory of a Party; or

(2) Does not remain under the control
of customs authorities in the territory
of a non-Party.

(b) Documentary evidence. An im-
porter making a claim that a good is
originating may be required to dem-
onstrate, to CBP’s satisfaction, that
the conditions and requirements set
forth in paragraph (a) of this section
were met. An importer may dem-
onstrate compliance with this section
by submitting documentary evidence.
Such evidence may include, but is not
limited to, bills of lading, airway bills,
packing lists, commercial invoices, re-
ceiving and inventory records, and cus-
toms entry and exit documents.

ORIGIN VERIFICATIONS AND
DETERMINATIONS

§10.1026 Verification and justification
of claim for preferential tariff treat-
ment.

(a) Verification. A claim for pref-
erential tariff treatment made under
§10.1003(b) or §10.1011 of this subpart,
including any statements or other in-
formation submitted to CBP in support
of the claim, will be subject to such
verification as the port director deems
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necessary. In the event that the port
director is provided with insufficient
information to verify or substantiate
the claim, the port director finds a pat-
tern of conduct, indicating that an im-
porter, exporter, or producer has pro-
vided false or unsupported declarations
or certifications, or the exporter or
producer fails to consent to a
verification visit, the port director
may deny the claim for preferential
treatment. A verification of a claim for
preferential tariff treatment under
UKFTA for goods imported into the
United States may be conducted by
means of one or more of the following:

(1) Written requests for information
from the importer, exporter, or pro-
ducer;

(2) Written questionnaires to the im-
porter, exporter, or producer;

(3) Visits to the premises of the ex-
porter or producer in the territory of
Korea, to review the records of the
type referred to in §10.1009(c)(1) of this
subpart or to observe the facilities used
in the production of the good, in ac-
cordance with the framework that the
Parties develop for conducting
verifications; and

(4) Such other procedures to which
the Parties may agree.

(b) Applicable accounting principles.
When conducting a verification of ori-
gin to which Generally Accepted Ac-
counting Principles may be relevant,
CBP will apply and accept the Gen-
erally Accepted Accounting Principles
applicable in the country of produc-
tion.

§10.1027 Special rule for verifications
in Korea of U.S. imports of textile
and apparel goods.

(a) Procedures to determine whether a
claim of origin is accurate. (1) General.
For the purpose of determining that a
claim of origin for a textile or apparel
good is accurate, CBP may request
that the government of the Republic of
Korea conduct a verification, regard-
less of whether a claim is made for
preferential tariff treatment.

(2) Actions during a verification. While
a verification under this paragraph is
being conducted, CBP, if directed by
the President, may take appropriate
action, which may include suspending
the liquidation of the entry of the tex-

§10.1027

tile or apparel good for which a claim
for preferential tariff treatment or a
claim of origin has been made.

(3) Actions following a wverification. If
on completion of a verification under
this paragraph, CBP makes a negative
determination, or if CBP is unable to
determine that a claim of origin for a
textile or apparel good is accurate
within 12 months after its request for a
verification, CBP, if directed by the
President, may take appropriate ac-
tion, which may include:

(i) Denying the application of pref-
erential tariff treatment to the textile
or apparel good for which a claim for
preferential tariff treatment has been
made that is the subject of a
verification if CBP determines that the
enterprise has provided insufficient or
incorrect information to support the
claim; and

(ii) Denying entry to the textile or
apparel good for which a claim for pref-
erential tariff treatment or a claim of
origin has been made that is the sub-
ject of a verification, if CBP deter-
mines that the enterprise has provided
insufficient or incorrect information to
support the claim.

(b) Procedures to determine compliance
with applicable customs laws and regula-
tions of the United States. (1) General.
For purposes of enabling CBP to deter-
mine that an exporter or producer is
complying with applicable customs
laws, regulations, and procedures re-
garding trade in textile and apparel
goods, CBP may request that the gov-
ernment of the Republic of Korea con-
duct a verification, if CBP has a rea-
sonable suspicion of unlawful activity
relating to trade in textile or apparel
goods by a person of Korea.

(2) Actions during a verification. While
a verification under this paragraph is
being conducted, CBP, if directed by
the President, may take appropriate
action, which may include suspending
the liquidation of the entry of any tex-
tile or apparel good exported or pro-
duced by the enterprise subject to the
verification.

(3) Actions following a verification. If
on completion of a verification under
this paragraph, CBP makes a negative
determination, or if CBP is unable to
determine that the person is complying
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with applicable customs measures af-
fecting trade in textile or apparel
goods within 12 months after its re-
quest for a verification, CBP, if di-
rected by the President, may take ap-
propriate action, which may include:

(i) Denying the application of pref-
erential tariff treatment to any textile
or apparel good exported or produced
by the enterprise subject to the
verification if CBP determines that the
enterprise has provided insufficient or
incorrect information with respect to
its obligations under the applicable
customs laws, regulations, and proce-
dures regarding trade in textile and ap-
parel goods; and

(ii) Denying entry to any textile or
apparel good exported or produced by
the enterprise subject to the
verification, if CBP determines that
the enterprise has provided insufficient
or incorrect information with respect
to its obligations under the applicable
customs laws, regulations, and proce-
dures regarding trade in textile and ap-
parel goods.

(c) Denial of permission to conduct a
verification. If an enterprise does not
consent to a verification under this
section, CBP may deny preferential
tariff treatment or deny entry to simi-
lar goods exported or produced by the
enterprise that would have been the
subject of the verification.

(d) Action by U.S. officials in con-
ducting a verification abroad. U.S. offi-
cials may undertake or assist in a
verification under this section by con-
ducting visits in the territory of Korea,
along with the competent authorities
of Korea, to the premises of an ex-
porter, producer, or any other enter-
prise involved in the movement of tex-
tile or apparel goods from Korea to the
United States.

(e) Continuation of appropriate action.
Before taking any action under para-
graph (a) or (b), CBP will notify the
government of the Republic of Korea.
CBP may continue to take appropriate
action under paragraph (a) or (b) of
this section until it receives informa-
tion sufficient to enable it to make the
determination described in paragraphs
(a) and (b) of this section. CBP may
make public the identity of a person
that CBP has determined to be engaged
in circumvention as provided under
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this section or that has failed to dem-
onstrate that it produces, or is capable
of producing, textile or apparel goods.

§10.1028 Issuance of negative origin
determinations.

If, as a vresult of an origin
verification initiated under this sub-
part, CBP determines that a claim for
preferential tariff treatment under this
subpart should be denied, it will issue a
determination in writing or via an au-
thorized electronic data interchange
system to the importer that sets forth
the following:

(a) A description of the good that was
the subject of the verification together
with the identifying numbers and dates
of the import documents pertaining to
the good;

(b) A statement setting forth the
findings of fact made in connection
with the verification and upon which
the determination is based; and

(c) With specific reference to the
rules applicable to originating goods as
set forth in General Note 33, HTSUS,
and in §§10.1013 through 10.1025 of this
subpart, the legal basis for the deter-
mination.

§10.1029 Repeated false or wunsup-
ported preference claims.

Where verification or other informa-
tion reveals a pattern of conduct by an
importer, exporter, or producer of false
or unsupported representations that
goods qualify under the UKFTA rules
of origin set forth in General Note 33,
HTSUS, CBP may suspend preferential
tariff treatment under the UKFTA to
entries of identical goods covered by
subsequent statements, declarations,
or certifications by that importer, ex-
porter, or producer until CBP deter-
mines that representations of that per-
son are in conformity with General
Note 33, HTSUS.

PENALTIES

§10.1030 General.

Except as otherwise provided in this
subpart, all criminal, civil, or adminis-
trative penalties which may be im-
posed on U.S. importers, exporters, and
producers for violations of the customs
and related U.S. laws and regulations
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will also apply to U.S. importers, ex-
porters, and producers for violations of
the U.S. laws and regulations relating
to the UKFTA.

§10.1031 Corrected claim or certifi-
cation by importers.

An importer who makes a corrected
claim under §10.1003(c) of this subpart
will not be subject to civil or adminis-
trative penalties under 19 U.S.C. 1592
for having made an incorrect claim or
having submitted an incorrect certifi-
cation, provided that the corrected
claim is promptly and voluntarily
made.

§10.1032 Corrected certification by
U.S. exporters or producers.

Civil or administrative penalties pro-
vided for under 19 U.S.C. 1592 will not
be imposed on an exporter or producer
in the United States who promptly and
voluntarily provides written notifica-
tion pursuant to §10.1009(b) with re-
spect to the making of an incorrect
certification.

§10.1033 Framework for
claims or certifications.

(a) “Promptly and voluntarily’’ defined.
Except as provided for in paragraph (b)
of this section, for purposes of this sub-
part, the making of a corrected claim
or certification by an importer or the
providing of written notification of an
incorrect certification by an exporter
or producer in the United States will
be deemed to have been done promptly
and voluntarily if:

(1)(i) Done before the commencement
of a formal investigation, within the
meaning of §162.74(g) of this chapter; or

(ii) Done before any of the events
specified in §162.74(i) of this chapter
have occurred; or

(iii) Done within 30 days after the im-
porter, exporter, or producer initially
becomes aware that the claim or cer-
tification is incorrect; and

(2) Accompanied by a statement set-
ting forth the information specified in
paragraph (c) of this section; and

(3) In the case of a corrected claim or
certification by an importer, accom-
panied or followed by a tender of any
actual loss of duties and merchandise
processing fees, if applicable, in accord-
ance with paragraph (d) of this section.

correcting
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(b) Ezxception in cases involving fraud
or subsequent incorrect claims. (1) Fraud.
Notwithstanding paragraph (a) of this
section, a person who acted fraudu-
lently in making an incorrect claim or
certification may not make a vol-
untary correction of that claim or cer-
tification. For purposes of this para-
graph, the term ‘‘fraud’” will have the
meaning set forth in paragraph (C)(3) of
appendix B to part 171 of this chapter.

(2) Subsequent incorrect claims. An im-
porter who makes one or more incor-
rect claims after becoming aware that
a claim involving the same merchan-
dise and circumstances is invalid may
not make a voluntary correction of the
subsequent claims pursuant to para-
graph (a) of this section.

(c) Statement. For purposes of this
subpart, each corrected claim or cer-
tification must be accompanied by a
statement, submitted in writing or via
an authorized electronic data inter-
change system, which:

(1) Identifies the class or kind of good
to which the incorrect claim or certifi-
cation relates;

(2) In the case of a corrected claim or
certification by an importer, identifies
each affected import transaction, in-
cluding each port of importation and
the approximate date of each importa-
tion;

(3) Specifies the nature of the incor-
rect statements or omissions regarding
the claim or certification; and

(4) Sets forth, to the best of the per-
son’s knowledge, the true and accurate
information or data which should have
been covered by or provided in the
claim or certification, and states that
the person will provide any additional
information or data which is unknown
at the time of making the corrected
claim or certification within 30 days or
within any extension of that 30-day pe-
riod as CBP may permit in order for
the person to obtain the information or
data.

(d) Tender of actual loss of duties. A
U.S. importer who makes a corrected
claim must tender any actual loss of
duties at the time of making the cor-
rected claim, or within 30 days there-
after, or within any extension of that
30-day period as CBP may allow in
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order for the importer to obtain the in-
formation or data necessary to cal-
culate the duties owed.

GOODS RETURNED AFTER REPAIR OR
ALTERATION

§10.1034 Goods re-entered after repair
or alteration in Korea.

(a) General. This section sets forth
the rules which apply for purposes of
obtaining duty-free treatment on goods
returned after repair or alteration in
Korea as provided for in subheadings
9802.00.40 and 9802.00.50, HTSUS. Goods
returned after having been repaired or
altered in Korea, regardless of whether
the repair or alteration could be per-
formed in the United States or has in-
creased the value of the good and re-
gardless of their origin, are eligible for
duty-free treatment, provided that the
requirements of this section are met.
For purposes of this section, ‘‘repairs
or alterations’” means restoration, ad-
dition, renovation, re-dyeing, cleaning,
re-sterilizing, or other treatment that
does not destroy the essential charac-
teristics of, or create a new or commer-
cially different good from, the good ex-
ported from the United States.

(b) Goods not eligible for duty-free
treatment after repair or alteration. The
duty-free treatment referred to in
paragraph (a) of this section will not
apply to goods which, in their condi-
tion as exported from the TUnited
States to Korea, are incomplete for
their intended use and for which the
processing operation performed in
Korea constitutes an operation that is
performed as a matter of course in the
preparation or manufacture of finished
goods.

(¢c) Documentation. The provisions of
§10.8(a), (b), and (c) of this part, relat-
ing to the documentary requirements
for goods entered under subheading
9802.00.40 or 9802.00.50, HTSUS, will
apply in connection with the entry of
goods which are returned from Korea
after having been exported for repairs
or alterations and which are claimed to
be duty free.
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PART 11—PACKING AND
STAMPING; MARKING

PACKING AND STAMPING

Sec.

11.1 Cigars, cigarettes, medicinal prepara-
tions, and perfumery.

11.2 Manufactured tobacco.

11.2a Release from Customs custody with-
out payment of tax on cigars, cigarettes
and cigarette papers and tubes.

11.3 Package and notice requirements for
cigars and cigarettes; package require-
ments for cigarette papers and tubes.

11.5 [Reserved]

11.6 Distilled spirits, wines, and malt lig-
uors in bulk.

11.7 Distilled spirits and other alcoholic
beverages imported in bottles and simi-
lar containers; regulations of the Bureau
of Alcohol, Tobacco and Firearms.

MARKING

11.9 Special marking on certain articles.

11.12 Labeling of wool products to indicate
fiber content.

11.12a Labeling of fur products to indicate
composition.

11.12b Labeling textile fiber products.

11.13 False designations of origin and false
descriptions; false marking of articles of
gold or silver.

AUTHORITY: 5 U.S.C. 301; 19 U.S.C. 66, 1202
(General Note 3(i) and (j), Harmonized Tariff
Schedule of the United States), 1624.

PACKING AND STAMPING

§11.1 Cigars, cigarettes, medicinal
preparations, and perfumery.

(a) All cigars and cigarettes imported
into the United States, except importa-
tions by mail and in baggage, shall be
placed in the public stores or in a des-
ignated bonded warehouse to remain
until inspected, weighed, and repacked,
if necessary, under the Customs and in-
ternal-revenue laws. However, if the in-
voice and entry presented specify all of
the information necessary for prompt
determination of the estimate duty and
tax on the packages of cigars and ciga-
rettes covered thereby, the port direc-
tor may permit designation of less
than the entire importation for exam-
ination.

(b) After the cigars and cigarettes
have been examined, weighed, and ap-
praised, before release the inspecting
officer shall verify that they are in
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