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§ 10.176 Country of origin criteria. 
(a) Merchandise produced in a bene-

ficiary developing country or any two or 
more countries which are members of the 
same association of countries—(1) Gen-
eral. Except as otherwise provided in 
this section, any article which either is 
wholly the growth, product, or manu-
facture of, or is a new or different arti-
cle of commerce that has been grown, 
produced, or manufactured in, a bene-
ficiary developing country may qualify 
for duty-free entry under the General-
ized System of Preferences (GSP). No 
article will be considered to have been 
grown, produced, or manufactured in a 
beneficiary developing country by vir-
tue of having merely undergone simple 
(as opposed to complex or meaningful) 
combining or packaging operations or 
mere dilution with water or mere dilu-
tion with another substance that does 
not materially alter the characteristics 
of the article. Duty-free entry under 
the GSP may be accorded to an article 
only if the sum of the cost or value of 
the materials produced in the bene-
ficiary developing country or any two 
or more countries that are members of 
the same association of countries and 
are treated as one country under sec-
tion 507(2) of the Trade Act of 1974, as 
amended (19 U.S.C. 2467(2)), plus the di-
rect costs of processing operations per-
formed in the beneficiary developing 
country or member countries, is not 
less than 35 percent of the appraised 
value of the article at the time it is en-
tered. 

(2) Combining, packaging, and diluting 
operations. No article which has under-
gone only a simple combining or pack-
aging operation or a mere dilution in a 
beneficiary developing country within 
the meaning of paragraph (a)(1) of this 
section will be entitled to duty-free 
treatment even though the processing 
operation causes the article to meet 
the value requirement set forth in that 
paragraph. For purposes of this sec-
tion: 

(i) Simple combining or packaging 
operations and mere dilution include, 
but are not limited to, the following: 

(A) The addition of batteries to de-
vices; 

(B) Fitting together a small number 
of components by bolting, glueing, sol-
dering, etc.; 

(C) Blending foreign and beneficiary 
developing country tobacco; 

(D) The addition of substances such 
as anticaking agents, preservatives, 
wetting agents, etc.; 

(E) Repacking or packaging compo-
nents together; 

(F) Reconstituting orange juice by 
adding water to orange juice con-
centrate; and 

(G) Diluting chemicals with inert in-
gredients to bring them to standard de-
grees of strength; 

(ii) Simple combining or packaging 
operations and mere dilution will not 
be taken to include processes such as 
the following: 

(A) The assembly of a large number 
of discrete components onto a printed 
circuit board; 

(B) The mixing together of two bulk 
medicinal substances followed by the 
packaging of the mixed product into 
individual doses for retail sale; 

(C) The addition of water or another 
substance to a chemical compound 
under pressure which results in a reac-
tion creating a new chemical com-
pound; and 

(D) A simple combining or packaging 
operation or mere dilution coupled 
with any other type of processing such 
as testing or fabrication (for example, 
a simple assembly of a small number of 
components, one of which was fab-
ricated in the beneficiary developing 
country where the assembly took 
place); and 

(iii) The fact that an article has un-
dergone more than a simple combining 
or packaging operation or mere dilu-
tion is not necessarily dispositive of 
the question of whether that proc-
essing constitutes a substantial trans-
formation for purposes of determining 
the country of origin of the article. 

(b) [Reserved] 
(c) Merchandise grown, produced, or 

manufactured in a beneficiary developing 
country. Merchandise which is wholly 
the growth, product, or manufacture of 
a beneficiary developing country, or an 
association of countries treated as one 
country under section 507(2) of the 
Trade Act of 1974 (19 U.S.C. 2467(2)) and 
§ 10.171(b), and manufactured products 
consisting of materials produced only 
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in such country or countries, shall nor-
mally be presumed to meet the require-
ments set forth in this section. 

[T.D. 76–2, 40 FR 60048, Dec. 31, 1975, as 
amended by T.D. 80–271, 45 FR 75641, Nov. 17, 
1980; T.D. 00–67, 65 FR 59675, Oct. 5, 2000] 

§ 10.177 Cost or value of materials pro-
duced in the beneficiary developing 
country. 

(a) ‘‘Produced in the beneficiary devel-
oping country’’ defined. For purposes of 
§§ 10.171 through 10.178, the words ‘‘pro-
duced in the beneficiary developing 
country’’ refer to the constituent ma-
terials of which the eligible article is 
composed which are either: 

(1) Wholly the growth, product, or 
manufacture of the beneficiary devel-
oping country; or 

(2) Substantially transformed in the 
beneficiary developing country into a 
new and different article of commerce. 

(b) Questionable origin. When the ori-
gin of an article either is not ascertain-
able or not satisfactorily demonstrated 
to the port director, the article shall 
not be considered to have been pro-
duced in the beneficiary developing 
country. 

(c) Determination of cost or value of 
materials produced in the beneficiary de-
veloping country. (1) The cost or value 
of materials produced in the bene-
ficiary developing country includes: 

(i) The manufacturer’s actual cost for 
the materials; 

(ii) When not included in the manu-
facturer’s actual cost for the materials, 
the freight, insurance, packing, and all 
other costs incurred in transporting 
the materials to the manufacturer’s 
plant; 

(iii) The actual cost of waste or spoil-
age (material list), less the value of re-
coverable scrap; and 

(iv) Taxes and/or duties imposed on 
the materials by the beneficiary devel-
oping country, or an association of 
countries treated as one country, pro-
vided they are not remitted upon ex-
portation. 

(2) Where the material is provided to 
the manufacturer without charge, or at 
less than fair market value, its cost or 
value shall be determined by com-
puting the sum of: 

(i) All expenses incurred in the 
growth, production, manufacture or as-

sembly of the material, including gen-
eral expenses; 

(ii) An amount for profit; and 
(iii) Freight, insurance, packing, and 

all other costs incurred in transporting 
the materials to the manufacturer’s 
plant. 

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

[T.D. 76–2, 40 FR 60049, Dec. 31, 1975, as 
amended by T.D. 86–118, 51 FR 22515, June 20, 
1986] 

§ 10.178 Direct costs of processing op-
erations performed in the bene-
ficiary developing country. 

(a) Items included in the direct costs of 
processing operations. As used in § 10.176, 
the words ‘‘direct costs of processing 
operations’’ means those costs either 
directly incurred in, or which can be 
reasonably allocated to, the growth, 
production, manufacture, or assembly 
of the specific merchandise under con-
sideration. Such costs include, but are 
not limited to: 

(1) All actual labor costs involved in 
the growth, production, manufacture, 
or assembly of the specific merchan-
dise, including fringe benefits, on-the- 
job training, and the cost of engineer-
ing, supervisory, quality control, and 
similar personnel; 

(2) Dies, molds, tooling, and deprecia-
tion on machinery and equipment 
which are allocable to the specific mer-
chandise; 

(3) Research, development, design, 
engineering, and blueprint costs inso-
far as they are allocable to the specific 
merchandise; and 

(4) Costs of inspecting and testing the 
specific merchandise. 

(b) Items not included in the direct costs 
of processing operations. Those items 
which are not included within the 
meaning of the words ‘‘direct costs of 
processing operations’’ are those which 
are not directly attributable to the 
merchandise under consideration or are 
not ‘‘costs’’ of manufacturing the prod-
uct. These include, but are not limited 
to: 

(1) Profit; and 
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