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size be changed effective at the 
beginning of a period, the change shall 
be reflected at the end of the prior 
period. 

(F) The nominal account size at the 
end of the period, defined as the sum of 
the nominal account size at the 
beginning of the period 
[§ 4.35(a)(6)(i)(A)] and the changes 
specified in this § 4.35(a)(6)(i) 
subparagraphs (D) and (E). 

(ii) All supporting documents 
necessary to substantiate the 
computation of such amounts must be 
maintained in accordance with § 1.31.
* * * * *

Issued in Washington, DC on March 10, 
2003 by the Commission. 
Jean A. Webb, 
Secretary of the Commission.
[FR Doc. 03–6081 Filed 3–12–03; 8:45 am] 
BILLING CODE 6351–01–U

DEPARTMENT OF THE TREASURY

Customs Service 

19 CFR PART 181 

RIN 1515–AD23 

Tariff Treatment Related to 
Disassembly Operations Under the 
North American Free Trade Agreement

AGENCY: Customs Service, Department 
of the Treasury.
ACTION: Proposed rule.

SUMMARY: This document proposes to 
amend the Customs Regulations 
concerning the North American Free 
Trade Agreement (the NAFTA). 
Specifically, the proposed rule would 
allow components which are recovered 
from the disassembly of used goods in 
a NAFTA country to be entitled to 
NAFTA originating status when 
imported into the United States, 
provided that: The recovered 
components satisfy the applicable 
NAFTA rule of origin requirements; and 
if the applicable rule of origin does not 
include a regional value content 
requirement, the components are subject 
to further processing in the NAFTA 
country beyond certain minor 
operations. 

The proposed rule is intended to 
promote economic activity and the 
protection of the environment in North 
America, both of which are goals of the 
NAFTA. To this end, the recovery and 
recycling of used goods is a critical 
element in both the economic activity 
and the environmental goals of the 
nation, and disassembly for the recovery 

of used goods is a key process in many 
such recycling operations.
DATES: Comments must be received on 
or before May 12, 2003.
ADDRESSES: Written comments are to be 
addressed to the U.S. Customs Service, 
Office of Regulations and Rulings, 
Attention: Regulations Branch, 1300 
Pennsylvania Avenue, NW., 
Washington, DC 20229. Submitted 
comments may be inspected at U.S. 
Customs Service, 799 9th Street, NW., 
Washington, DC during regular business 
hours. Arrangements to inspect 
submitted comments should be made in 
advance by calling Mr. Joseph Clark at 
(202) 572–8768.
FOR FURTHER INFORMATION CONTACT: 
Edward M. Leigh, Office of Regulations 
and Rulings, (202) 572–8827.
SUPPLEMENTARY INFORMATION: 

Background 
On December 17, 1992, the United 

States, Canada and Mexico (the parties) 
entered into an agreement, the North 
American Free Trade Agreement (the 
NAFTA). The provisions of the NAFTA 
were adopted by the United States with 
the enactment of the North American 
Free Trade Agreement Implementation 
Act, Public Law 103–182, 107 Stat. 2057 
(December 8, 1993). 

The question has arisen, in the 
context of recycling or re-manufacturing 
operations, whether disassembly 
occurring in a NAFTA country may be 
considered NAFTA origin conferring 
‘‘production’’ where the components 
recovered by disassembly satisfy the 
Annex 401 rules of origin for the 
NAFTA and there is some form of 
substantial processing performed on the 
recovered components.

The NAFTA does not explicitly 
address whether parts or components, 
whose origin is non-NAFTA or 
unknown, that are recovered by 
disassembly in a NAFTA country from 
a non-originating good, may qualify as 
NAFTA originating goods if, as a result 
of the disassembly, they satisfy the rules 
of origin set out in Article 401 and 
Annex 401 of the NAFTA and are 
themselves subjected to some form of 
substantial further processing. 

The recovery and recycling of used 
goods is an increasingly important 
element in the economic activity as well 
as the environmental goals of the nation, 
and disassembly, for the recovery of 
parts or for the re-manufacturing of a 
good, is a key process in many recycling 
operations. 

The goals of the North American Free 
Trade Agreement (NAFTA) include 
elimination of barriers to trade, 
facilitation of cross-border movement of 

goods, promotion of economic activity 
in North America, and protection of the 
environment. The Department of the 
Treasury and Customs Service have 
examined NAFTA’s rules of origin as 
applied to both recovered and recycled 
goods. Allowing disassembly to confer 
origin under certain circumstances 
promotes recycling and re-
manufacturing in North America and 
would advance these economic and 
environmental objectives. 

Proposed Rule 
To this end, accordingly, this 

document proposes to amend the 
Customs Regulations to allow 
components which are recovered from 
the disassembly of used goods in a 
NAFTA country to be entitled to 
NAFTA originating status upon 
importation to the United States, 
provided that: (1) The recovered 
components satisfy the applicable 
NAFTA rule of origin requirements in 
Annex 401; and (2) if the rule of origin 
in Annex 401 applicable to the 
components does not include a regional 
value content requirement, the 
components are subject to further 
processing in the NAFTA country 
beyond certain specified minor 
operations. 

Treatment of Disassembly as a 
Production Consistent with the Intent of 
NAFTA 

Under the proposal, treatment of 
disassembly as potentially conferring 
NAFTA originating status must, of 
course, be consistent with the terms and 
objectives of the NAFTA 
Implementation Act of 1993. Within 
that framework, the most important 
question which must be answered is 
does ‘‘disassembly’’ constitute origin 
conferring ‘‘production’’ within the 
meaning of that term as defined in 
Article 415 of the NAFTA, as 
implemented in 19 U.S.C. 
3332(a)(1)(B)(i) and 3332(p)(22) and in 
section 2(1) of the NAFTA Rules of 
Origin Regulations (Uniform 
Regulations) (19 CFR part 181, 
Appendix, section 2(1))? 

A Change in Tariff Classification 
Resulting from a Production 

Under NAFTA Article 401(b) and 19 
U.S.C. 3332(a)(1)(B)(i), a good shall 
originate in the territory of a party 
where each of the non-originating 
materials used in the production of the 
good undergoes an applicable change in 
tariff classification set out in Annex 401 
as a result of production occurring 
entirely in the territory of one or more 
of the parties. It is therefore understood 
that unless it results from an activity 

VerDate Jan<31>2003 16:23 Mar 12, 2003 Jkt 200001 PO 00000 Frm 00016 Fmt 4702 Sfmt 4702 E:\FR\FM\13MRP1.SGM 13MRP1



12012 Federal Register / Vol. 68, No. 49 / Thursday, March 13, 2003 / Proposed Rules 

that qualifies as ‘‘production’’, the mere 
fact that there is a prescribed change in 
tariff classification will not be 
considered as meeting a rule of origin. 

The term ‘‘production’’ is defined in 
Article 415 of the NAFTA and in 19 
U.S.C. 3332(p)(22) and is implemented 
in section 2(1) of the Uniform 
Regulations (19 CFR part 181, 
Appendix, section 2(1)). As noted, the 
term, in relevant part, requires a 
manufacturing, processing or 
assembling of a good. Of course, the 
processes listed here are illustrative, not 
exhaustive, and the absence of the term 
‘‘disassembly’’ is not dispositive of 
whether or not a disassembly operation 
is a production process for NAFTA 
purposes. 

A disassembly operation will result in 
one or more articles being taken or 
separated from a manufactured good. 
Assuming no further production, these 
various articles are typically classifiable 
under tariff provisions (often those for 
‘‘parts’’ of goods) other than the 
classification of the original good from 
which the articles were disassembled. 
Consequently, if disassembly is treated 
as production and any other 
requirements are satisfied, the recovered 
component may satisfy the NAFTA 
rules of origin.

Disassembly as a Production Process 
Upon review, we find no evidence 

(beyond the failure to explicitly include 
disassembly in the illustrative list of 
‘‘production’’ activities in NAFTA 
Article 415) showing that the NAFTA 
intended not to treat ‘‘disassembly’’ as 
a production process. Use of the term 
‘‘processing’’ includes a broad range of 
economic activity within production. 
Recycling operations for the recovery by 
disassembly of reusable components 
such as automotive parts and 
photocopier or computer parts 
constitute identifiable business 
operations within the NAFTA territories 
and the free trade purposes of NAFTA 
(discussed above) would be satisfied by 
establishing rules under which 
substantial ‘‘production’’ consistent 
with those purposes will be deemed to 
occur. Recycling operations based on 
certain repair or alteration operations 
already have been given appropriate 
recognition under NAFTA Article 307. 
Equally, operations based on the 
recovery of certain waste or scrap 
materials have been designated in the 
NAFTA rules of origin as conferring 
origin where such operations take place 
(NAFTA Article 415). It is thus 
consistent with the NAFTA to treat the 
recovery of useable goods by 
disassembly as ‘‘production’’ under the 
NAFTA rules of origin. 

Circumvention of NAFTA’s Rules of 
Origin; Disassembly of New Products 

Moreover, to ensure that disassembly 
is not used to circumvent the intent of 
NAFTA, the proposed rule provides 
that, under certain circumstances, 
additional operations beyond 
disassembly are required for the 
recovered component to acquire NAFTA 
originating status. Specifically, as 
previously outlined, the recovered 
component must meet the requirement 
of the applicable rule of origin in Annex 
401, including any pertinent regional 
value content requirement; and, if the 
applicable rule of origin in Annex 401 
does not include a regional value 
content requirement, the recovered 
component must be subject to 
additional processing beyond certain 
minor operations. 

Where there is no regional value 
content requirement applicable to the 
recovered components, the additional 
processing operations necessary to 
confer NAFTA originating status must 
involve more than certain minor 
operations which are enumerated as 
follows: (1) Cleaning or sterilizing, 
including removal of rust, grease, paint, 
or other coatings; (2) Application of 
preservative or decorative coatings, 
including lubricants, protective 
encapsulation, preservative or 
decorative paint, or metallic coatings; 
(3) Trimming, filing or cutting off small 
amounts of excess materials (precision 
machining, however, is not to be 
considered a minor operation); (4) 
Unloading, reloading or any other 
operation necessary to maintain the 
good in good condition; (5) Packing, re-
packing, packaging or repackaging; or 
(6) Testing, marking, sorting, or grading.

Customs has also examined whether a 
producer might use disassembly of new 
goods to circumvent the intent of the 
NAFTA. A new non-NAFTA product 
could be imported into Mexico or 
Canada, disassembled, and the 
disassembled parts could then be 
imported into the United States and 
either re-assembled or used as parts. 
Customs believes that a change in tariff 
classification resulting from the 
disassembly of new, non-originating 
goods should not make the resulting 
goods eligible for originating status. 
Because the disassembly of new goods 
may potentially be treated as a 
circumvention activity within the 
meaning of section 17 of the Uniform 
Regulations (19 CFR part 181, 
Appendix, section 17), the proposed 
rule provides that the disassembly of 
new goods shall not be considered to be 
‘‘production’’ for the purposes of 
NAFTA Article 415 and the NAFTA 

rules of origin. Notwithstanding this 
proposal, Customs is particularly 
interested in receiving comments on the 
contrary view that an applicable value 
content rule or alternative requirement 
for substantial processing suffice to 
permit ‘‘production’’ to be considered to 
have occurred in this case as well. After 
reviewing the comments, Customs will 
issue a final rule that will resolve the 
question definitively. 

To reflect the above-described 
interpretations of law and substantive 
considerations, this document proposes 
to add a new § 181.132 to the Customs 
Regulations (19 CFR 181.132). 

Comments 
Before adopting the proposed 

regulation, consideration will be given 
to any written comments that are timely 
submitted to Customs. Customs 
specifically requests comments on the 
clarity of the proposed rule and how it 
may be made easier to understand. 
Comments submitted will be available 
for public inspection in accordance with 
the Freedom of Information Act (5 
U.S.C. 552), § 1.5, Treasury Department 
Regulations (31 CFR 1.5) and 
§ 103.11(b), Customs Regulations (19 
CFR 103.11(b)), at the U.S. Customs 
Service, 799 9th Street, NW., 
Washington, DC during regular business 
hours. Arrangements to inspect 
submitted comments should be made in 
advance by calling Mr. Joseph Clark at 
(202) 572–8768. 

Regulatory Flexibility Act and 
Executive Order 12866 

The proposed rule is intended to 
promote economic activity as well as 
the protection of the environment in 
North America, both of which are goals 
of the NAFTA. Specifically, the 
recovery and recycling of used goods is 
a critical element in both the economic 
activity and the environmental goals of 
the nation, and disassembly, for the 
recovery or re-manufacturing of used 
goods, is a key process in many such 
operations. Hence, pursuant to the 
provisions of the Regulatory Flexibility 
Act (5 U.S.C. 601 et seq.), it is certified 
that the proposed rule, if adopted, will 
not have a significant economic impact 
on a substantial number of small 
entities. Accordingly, it is not subject to 
the regulatory analysis or other 
requirements of 5 U.S.C. 603 and 604. 
Nor does the proposed rule result in a 
‘‘significant regulatory action’’ under 
E.O. 12866.

List of Subjects in 19 CFR Part 181 
Administrative practice and 

procedure, Canada, Customs duties and 
inspection, Imports, Mexico, Trade 
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agreements (North American Free-Trade 
Agreement).

Proposed Amendments to the 
Regulations 

It is proposed to amend part 181, 
Customs Regulations (19 CFR part 181), 
as set forth below.

PART 181—NORTH AMERICAN FREE 
TRADE AGREEMENT 

1. The authority citation for part 181 
would continue to read as follows:

Authority: 19 U.S.C. 66, 1202 (General 
Note 23, Harmonized Tariff Schedule of the 
United States), 1624, 3314.

2. Subpart L of part 181 is amended 
by adding a new § 181.132 to read as 
follows:

§ 181.132 Disassembly. 
(a) Treated as a production. For 

purposes of implementing the rules of 
origin provisions of General Note 12, 
HTSUS, and Chapter Four of the 
NAFTA, except as provided in 
paragraph (b) of this section, 
disassembly is considered to be 
production, and a component recovered 
from a good disassembled in the 
territory of a Party will be considered to 
be originating as the result of such 
disassembly provided that: 

(1) The recovered component satisfies 
all applicable requirements of Annex 
401 and this part; and

(2) Where the rule in Annex 401 
applicable to the recovered component 
does not include a regional value 
content requirement, the recovered 
component is thereafter advanced in 
value or improved in condition by 
means of additional processing 
operations other than those listed 
below. Merely processing by performing 
any or all of the following minor 
operations would not be sufficient to be 
considered production: 

(i) Cleaning or sterilizing, including 
removal of rust, grease, paint, or other 
coatings; 

(ii) Application of preservative or 
decorative coatings, including 
lubricants, protective encapsulation, 
preservative or decorative paint, or 
metallic coatings; 

(iii) Trimming, filing or cutting off 
small amounts of excess materials 
(precision machining, however, is not 
considered a minor operation); 

(iv) Unloading, reloading or any other 
operation necessary to maintain the 
good in good condition; 

(v) Packing, re-packing, packaging or 
repackaging; or 

(vi) Testing, marking, sorting, or 
grading. 

(b) Exception; new goods. 
Disassembly as provided in paragraph 

(a) of this section will not be considered 
a production in the case of components 
that are recovered from new goods. 

(c) Automotive components/goods. 
Notwithstanding the provisions of 
Schedule V (Automotive Goods) of the 
Appendix to this part, the rule set forth 
in this section applies for purposes of 
determining whether goods of that 
Schedule are originating.

Robert C. Bonner, 
Commissioner of Customs. 

Approved: February 18, 2003. 
Timothy E. Skud, 
Deputy Assistant Secretary of the Treasury.
[FR Doc. 03–6051 Filed 3–12–03; 8:45 am] 
BILLING CODE 4820–02–P

ENVIRONMENTAL PROTECTION 
AGENCY 

40 CFR Chapter I 

[OPP–2003–0010; FRL–7298–9] 

RIN 2070–AD72

Endangered Species and Pesticide 
Regulation; Reopening of Comment 
Period

AGENCY: Environmental Protection 
Agency (EPA).
ACTION: Advance notice of proposed 
rulemaking; reopening of comment 
period. 

SUMMARY: This document reopens the 
public comment period established in 
an advance notice of proposed 
rulemaking (ANPR) issued in the 
Federal Register of January 24, 2003. In 
that document, EPA sought comment on 
an ANPR for an endangered species and 
pesticide regulation. EPA is hereby 
reopening the comment period, which 
ended on March 10, 2003. The new 
comment period will end March 25, 
2003.

DATES: Comments, identified by the 
docket ID number OPP–2003–0010, 
must be received on or before March 25, 
2003.
ADDRESSES: Comments may be 
submitted electronically, by mail, or 
through hand delivery/courier. Follow 
the detailed instructions as provided in 
Unit I. of the SUPPLEMENTARY 
INFORMATION of the January 24, 2003 
Federal Register document.
FOR FURTHER INFORMATION CONTACT: 
Arthur-Jean Williams, Field and 
External Affairs Division (7506C), Office 
of Pesticide Programs, Environmental 
Protection Agency, 1200 Pennsylvania 
Ave., NW., Washington, DC 20460–
0001; telephone number: (703) 305–

5239; fax number: (703) 308–3259; e-
mail address: williams.arty@epa.gov.
SUPPLEMENTARY INFORMATION: 

I. General Information 

A. Does this Action Apply to Me? 

This action is directed to the public 
in general and may be of particular 
interest to persons who manufacture, 
sell or use pesticides or who are part of 
a State or Tribe engaged in the 
regulation of pesticide products and to 
groups interested in environmental 
regulation. The Agency has not 
attempted to describe all the specific 
entities that may be affected by this 
action. If you have any questions 
regarding the applicability of this action 
to a particular entity, consult Arthur-
Jean Williams at the telephone number/
e-mail address listed under FOR FURTHER 
INFORMATION CONTACT. 

B. How Can I Get Copies of this 
Document and Other Related 
Information? 

1. Docket. EPA has established an 
official public docket for this action 
under docket identification (ID) number 
OPP–2003–0010. The official public 
docket consists of the documents 
specifically referenced in this action, 
any public comments received, and 
other information related to this action. 
Although a part of the official docket, 
the public docket does not include 
Confidential Business Information (CBI) 
or other information whose disclosure is 
restricted by statute. The official public 
docket is the collection of materials that 
is available for public viewing at the 
Public Information and Records 
Integrity Branch (PIRIB), Rm. 119, 
Crystal Mall #2, 1921 Jefferson Davis 
Hwy., Arlington, VA. This docket 
facility is open from 8:30 a.m. to 4 p.m., 
Monday through Friday, excluding legal 
holidays. The docket telephone number 
is (703) 305–5805. 

2. Electronic access. You may access 
this Federal Register document 
electronically through the EPA Internet 
under the ‘‘Federal Register’’ listings at 
http://www.epa.gov/fedrgstr/. A 
frequently updated electronic version of 
40 CFR Chapter I is available at http:/
/www.access.gpo.gov/nara/cfr/
cfrhtml_00/Title_40/40cfr1_00.html, a 
beta site currently under development. 

An electronic version of the public 
docket is available through EPA’s 
electronic public docket and comment 
system, EPA Dockets. You may use EPA 
Dockets at http://www.epa.gov/edocket/ 
to submit or view public comments, 
access the index listing of the contents 
of the official public docket, and to 
access those documents in the public 
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