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Generalized System of Preferences

Generalized System of Preferences—Cost or value of materi

. als produced i
the beneficiary developing country _ o

DEPARTMENT OF THE TREASURY,
OFFIcE oF T CommIssIONER OF CusTowums,
Washkington, D.C., March 30, 1976.

Since the va.mmmeSﬂob, of the Gencralized System of Preferences
(GSP) under Title V of the Trade Act of 1974 (Public Law 93618
88 Stat. H.owwv, hercinafter referred to as the “Trade Act”, and t) \
promulgation of sections 10.171-10.178 of the Customs Hnmmamao:_”.
(19 CFR 10.171-10.178) thereunder, a number of questions have cmﬁ.,
Eammmﬁmm concerning what materials produced in the beneficiary de-
veloping country are to be included in the computation of the w,a
m_m“.oue eod.gsos EEE” Section 503 of the Trade Act. The mozoér_:.u.
nam.“mMM Msczm are being published in order to respond to those

It is the position of the United States Customs Service that duty-freo
treatment under GSP will be accorded to an eligible article importe
directly from a beneficiary developing country only if the sum of )
m_rc cost or value of the materials produced in the gnmmcmﬁn% develo
Ing country, s~ determined under the applicable law and O:mgh
wmmﬁus.osﬁ plus (2) the direct costs of processing operations per-
formed in such beneficiary developing country is not less %m:@ww
percent of the value of the article as appraised in monoﬂ‘mn:co d&nm
moeSob,»om or 402e, Tariff Act of 1930, as amended (19 Gpm.O 1401a
1402). The 35 percent criterion can be satisfied entirely by 36. cost. om.
«.&cm. of materials produced in the beneficiary developing countr
MWM direct costs of Processing operations, or, any combinalion of a.ww
. Mmos.ob 10.177 of the Customs Regulations interprets the words
.Emoom_p_m produced in the beneficiary developing country” as :wmm
in section m.ow?v (2)(A) () of tho Trade Act to include only constit-
uent E:._,\o:p_w of which the eligible article is composed i;aw,mao

m:dw«pwsp:% transformed in the beneficiary developing countr

mto new and different materials or articles of commerce, or s‘EcN
are ixw:% the growth, product or manufacture of the wmgmomﬁ.

mm.qmr.u@_:m country. Therefore, to be included as part of the 35 vmuam%.a
cniterion a constituent element of the eligible article which is not
imo:% the growth, product, or manufacture of the Ugmm&pﬂ% devel-
oping country must have undergone a substantial transformation
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i the beaelicinry developing conntry. ‘Fhat substantial transforma-
Lo st vesult in o new maderial or article which is used in producing
ihe eligible article which is exported directly to the United States.
“uch materials or articles which qualify for inclusion in the 35 per-
cenle requirement are referred to in this Treasury Decision as “sub-
tantinlly transformed constituent materials.”

I'he following examples, which assume direct shipment from the
heneficiary developing country to the United States, show the appli-
cation of these rules:

Iizample No. 1. A product bas an appraised value of $100. The
composition of the product includes $20 of materials produced in
the ﬁvmcmmor:.% developing country and the direct costs of processing
operations amount to $20. Since the materials produced in the bene-
ficinry developing country plus the direct costs of processing opera-
tions exceed 35 percent of the appraised value, the product qualifies
for duty-free treatment.

Lzample No. 2. The product hes an appraised value of $100. Ma-
terials valued at $20 are imporied into the beneficiary developin
country where they are substantially transformed into a new and dif-
ferent article. The value of the new article is $30. This new article
then becomes a constituent element of the eligible article which is
exported to the U.S. The direct costs of processing operations per-
formed on the new article in order to manufacture it into the eligible
article are $10. The value of the substantially transformed constitu-
ent material, $30, plus the direct costs of processing, $10, exceed 35
percent of the appraised value of the eligible article. Hence, the eligible
nrticle qualifies for duty-free treatment.

Ezample No. 8. The product has an appraised value of $100. Ma-
terinls valued at $20 are imported into the beneficiary developing
country whero they are manufactured directly into an articlo which is
exported to the U.S. The direct costs of processing operations amount
to $30. The muterinls processed into the finished article are not them-
selves produced in the beneficiary developing country. Therefore the
value of those materials cannot be added to the direct costs for process-
ing operations to make up the 35 percent requirement.

Geonerally, goods that are undefined in final dimensions and shapes
are considered materials, while goods that have been precessed into &
completed device or contrivance ready for ultimate use are not con-
sidered materials. For example, raw skins imported into a beneficiary
developing country and tanned into leather could be a substantially
transformed constituent material when used in the subs2quent manu-
facture of a leather coat. Similarly, materials processed into certain
articles may be considered substantially transformed constituent
meterials. For example, gold bars which are imported into a beneficiary
developing country are cast into mountings—rings in which a stone is
not yet set. Such mountings are substantially transformed constituent
materials of the eligible articles of jewelry when those mounting be-
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come constitnent elements of woring mounted with o peecious slonn :

of the beneliciary developing counlbey and then exporbed diveetly Ir

that benefliciary devclopilng cmmtry:} el thon et ety e
Articles prcgduced by the joining and fitting together of component ¢

X‘:.not cons.xdex.'ed substantially transformed constituent material,

A ticles of this kind mey well have been substantially transformed, 1

ey are not produced from substantially transformed constiluent
materials. Under this criterion, partially completed components whicl
are con:fpleted a]ild assembled in the beneficiary developing country
into finished articles or components do not qualify as Sul;hl,nl‘inll‘\'
transfgrmed constituent materials. By the same token, most ‘a.ssmnlvl‘\'

operations and o_perutions incidental to assembly w:ill not qu.nlif v
Fo.r exa.mp_)le, various electronic components and a bare but ot.hcrwi:u;
finished circuit board are imported into a beneficiary developing
country and there assembled by soldering into an assembled cireuil
boax:d for & computer. Although substantially transformed, tho
fabricated unit is not a substantially transformed constituent mu’m-riul
of.the computer, the exported eligible article produced in the bénu—
ficiary developing country.

) Further questions concerning the interpretation of the term “mat..-
rials’’ for GSP purposes may be submitted in accordance with Part l’i
of the Customs Regulations (19 CFR Part 177). (043986) l

(CLA-2:R:CV:S)

LeoNarp Lenman,
Assistant Commissioner,
Regulations and Rulings.

(Published in the FrorraL REeGisTER April 6, 1976 (41 FR 14547)]

(T.D. 76-101)
Bonds

Discontinuance of consolidated aircraft bond (air carrier blanket bond)
Customs Form 7605

DepARTMENT OF THE TREASURY,
Orrice or THE CommissioNER oF CusToas,
Washington, D.C., Apri 1, 1976,

The following consolidated aircraft bond isconti
iy follow ond has been discontinued as

I

Dite Verm Dt ol Kiled with district

Marue ol proneipnd nod sigely Catimences Approval director of
Customs; amount
v gt Avtres Portuguess S.ALR L. of Lisbon, March 14, March 15, J.P.K. Alrport;
¢ winpal, b PA 1 Purtuguess Aleways in North | 1972 1972 $100,000
Ve, 601 Filth Avenue, New York, NY; The
s Dinbemnity Company
[N T i)

‘I"he foregoing principal has been designated as a carrier of bonded
wmenchnndise.

i 1T N~3-01)
LEeEONARD LEHMAN,

Assistant Commissioner,
Regulations and Rulings.

(T.D. 76-102)
\ntidumping—Large power transformers from the United Kingdom

‘I Secretary of the Treasury makes public a modification of the finding of dump-
wnr with respeet to large power transformers from the United Kingdom;

“clion 153.43, Customs Regulations, amended

DEPARTMENT OF THE TREASURY,
Washington, D.C., April 1, 1876.

TITLE 19—CUSTOMS DUTIES
Cuaprer I—UniTED STATES CUSTOMS SERVICE
PART 168 — ANTIDUMPING
Modification of Dumping Finding

On November 14, 1975, there was published in the FEvERAL
RegisTer (40 FR 53047) a “Notice of Tentative Determination to
Modify or Revoke Dumping Finding” with respect to large power
\ransformers from the United Kingdom. A finding of dumping appli-
cuble to this merchandise was published as T.D. 72-164 in the Fep-
vrat REcisTrr of June 14, 1972 37 FR 11773).

The above-mentioned notice set forth the reasons for the proposed
modification, and interested perties were afforded an opportunity
to make written submissions or request the opportunity to present
oral views in connection therewith.

As a result of the publication of the notice, written views were
received, and or | views were presented. Having analyzed these views,
I hereby determine that for the reasons stated in the “Notice of



