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PREAMBLE

The Governments of the Member States of the
Association of Southeast Asian Nations, namely Brunei
Darussalam, the Kingdom of Cambodia (“Cambodia”),
the Republic of Indonesia (‘Indonesia”), the Lao
People’s Democratic Republic (‘Laoc PDR”), Malaysia,
the Republic of the Union of Myanmar (“Myanmar”), the
Republic of the Philippines (“Philippines”), the Republic
of Singapore (“Singapore”), the Kingdom of Thailand
(“Thailand”), and the Socialist Republic of Viet Nam
(“Viet Nam”) (hereinafter referred to collectively as the
“ASEAN Member States” and individually as an
“ASEAN Member State”), and the Government of the
Hong Kong Special Administrative Region of the
People’s Republic of China (“Hong Kong, China”);

INSPIRED by their friendship and co-operation and
growing economic, trade and investment relationship;

DESIRING to minimise barriers to trade in goods and
services and investment flows, deepen and widen
economic linkages among the Parties, lower business
costs, increase trade, enhance economic efficiency,
and create a larger market with more opportunities and
greater economies of scale for business;

CONFIDENT that this Agreement establishing an
ASEAN — Hong Kong, China Free Trade Area will
strengthen economic partnerships, serve as an
important building block towards regional economic
integration, and support sustainable economic
development;

RECOGNISING the important role and contribution of
business in enhancing trade and investment among
the Parties and the need to further promote and




facilitate co-operation and utilisation of the greater
business opportunities provided by this Agreement;

RECOGNISING the different levels of economic
development among ASEAN Member States and
between ASEAN Member States and Hong Kong,
China and the need for flexibility, including special and
differential treatment, especially for the newer ASEAN
Member States; as well as the need to facilitate the
increasing participation of newer ASEAN Member
States in this Agreement and the expansion of their
exports, including, inter alia, through strengthening of
their domestic capacity, efficiency, and
competitiveness;

REAFFIRMING the respective rights, obligations, and
undertakings of the Parties under the WTO Agreement
and other existing international agreements and
arrangements; and

RECOGNISING the positive momentum that regional
trade agreements and arrangements can have In
accelerating regional and global trade liberalisation,
and their role as building blocks for the multilateral
trading system;

HAVE AGREED AS FOLLOWS:




CHAPTER 1

ESTABLISHMENT OF THE FREE TRADE AREA,
OBJECTIVES, GENERAL DEFINITIONS AND
INTERPRETATIONS

Article 1

Establishment of the ASEAN — Hong Kong, China
Free Trade Area

The Parties hereby establish, consistent with Article
XXIV of GATT 1994 and Article V of GATS, an ASEAN
- Hong Kong, China Free Trade Area.

Article 2
Objectives
The objectives of this Agreement are to:

(a) progressively liberalise and facilitate trade in
goods among the Parties through, inter alia,
progressive elimination of tariff and non-tariff
barriers in substantially all trade in goods among
the Parties;

(b) progressively liberalise and facilitate trade in
services among the Parties, with substantial
sectoral coverage;

(c) promote and enhance investment opportunities;
(d) strengthen, diversify and enhance trade,

investment and economic links among the
Parties; and




(e) provide special and differential treatment to
ASEAN Member States, especially to the newer
ASEAN Member States, to facilitate their more
effective economic integration.

Article 3
Relation to Other Agreements

1.  Each Party affirms its rights and obligations with
respect to another Party under the WTO Agreement
and other international agreements to which both

Parties are party.

2. Nothing in this Agreement shall be construed to
derogate from any right or obligation of a Party with
respect to another Party under the WTO Agreement
and other international agreements to which both
Parties are party.

3. In the event of any inconsistency between this
Agreement and any other international agreement to
which two or more Parties are party, such Parties shall
immediately consult with a view to finding a mutually
satisfactory solution.

Article 4
Definitions of General Application

For the purposes of this Agreement, unless the context
otherwise requires:

(a) Agreement means the ASEAN - Hong Kong,
China Free Trade Agreement;

(b) AHK Investment Agreement means the
Agreement on Investment among  the




(c)

()

(9)

Governments of the Hong Kong Special
Administrative Region of the People’s Republic of
China and the Member States of the Association
of Southeast Asian Nations;

AHKFTA means the ASEAN - Hong Kong, China
Free Trade Area;

AHKFTA Joint Committee means the ASEAN -
Hong Kong, China Free Trade Area Joint
Committee established pursuant to Article 1
(AHKFTA Joint Committee) of Chapter 12
(Institutional Provisions);

Area in respect of:

(i) each ASEAN Member State means its
territory; and

(i) Hong Kong, China means the Hong Kong
Special ~ Administrative Region as
delineated by the Order of State Council of
the People’s Republic of China No. 221
dated 1 July 1997, which includes Hong
Kong lIsland, Kowloon and the New
Territories;

ASEAN means the Association of Southeast
Asian Nations;

customs duties means any duty or charge of
any kind, including any tax or surcharge, imposed
in connection with the importation of a good, but
does not include any:

(i) charge equivalent to an internal tax,
including excise duties, sales tax, and
goods and services taxes, imposed




consistently with the provisions of
paragraph 2 of Article Ill of GATT 1994, in
respect of the like domestic product or in
respect of an article from which the
imported product has been manufactured
or produced in whole or in part;

(i)  anti-dumping or countervailing duty applied
consistently with the provisions of Article VI
of GATT 1994, the Agreement on
Implementation of Article VI of the General
Agreement on Tariffs and Trade 1994 in
Annex 1A to the WTO Agreement, as may
be amended, and the Agreement on
Subsidies and Countervailing Measures in
Annex 1A to the WTO Agreement, as may
be amended; or

(i) fee or charge that is covered by Article VIII
of GATT 1994,

Customs Valuation Agreement means the
Agreement on Implementation of Article VIl of the
General Agreement on Tariffs and Trade 1994 in
Annex 1A to the WTO Agreement;

days means calendar days, including weekends
and holidays;

GATS means the General Agreement on Trade
in Services in Annex 1B to the WTO Agreement;

GATT 1994 means the General Agreement on
Tariffs and Trade 1994 in Annex 1A to the WTO
Agreement;

Harmonized System, HS Code or HS means
the Harmonized Commodity Description and




(m)

(r)

(s)
(t)

Coding System established by the International
Convention on the Harmonized Description and
Coding System signed at Brussels on 14 June
1983, as amended,;

import licensing means administrative
procedures requiring the submission of an
application or other documentation (other than
those required for customs purpose) to the
relevant administrative body as a prior condition
for importation of goods into the Area of the
importing Party;

Newer ASEAN Member States means
Cambodia, Lao PDR, Myanmar and Viet Nam;

originating good means a good that qualifies as
originating under Chapter 3 (Rules of Origin);

Parties means Hong Kong, China and those
ASEAN Member States for which this Agreement
has entered into force collectively;

Party means either Hong Kong, China or an
ASEAN Member State for which this Agreement
has entered into force;

SPS Agreement means the Agreement on the
Application of Sanitary and Phytosanitary
Measures in Annex 1A to the WTO Agreement;

WTO means the World Trade Organization;
WTO Agreement means the Marrakesh

Agreement Establishing the World Trade
Organization, done on 15 April 1994, and




(u)

WTO Dispute Settlement Understanding
means the Understanding on Rules and
Procedures Governing the Settlement of
Disputes in Annex 2 to the WTO Agreement.

Article 5

Interpretations

In this Agreement, unless the context otherwise
requires:

(a)

(b)

in the case of Hong Kong, China, where an
expression is qualified by the term “national’,
such expression shall be interpreted as
pertaining to Hong Kong, China;

in the case of Hong Kong, China, any reference
to an international agreement to which a Party is
a party shall include an international agreement
made applicable to Hong Kong, China, and any
reference to the rights, obligations or
undertakings of a Party under an international
agreement or arrangement shall include the
rights, obligations or undertakings made
applicable to Hong Kong, China under such an
international agreement or arrangement; and

where anything under this Agreement is to be
done within a number of days from, after, before,
or of a specified date or event, the specified date
or the date on which the specified event occurs
shall not be included in calculating that number
of days.




CHAPTER 2

TRADE IN GOODS

Article 1
Scope

Except as otherwise provided, this Chapter shall apply
to trade in all goods among the Parties.

Article 2
Reduction and/or Elimination of Customs Duties

Except as otherwise provided in this Agreement, each
Party shall progressively reduce and/or eliminate
customs duties on originating goods of the other
Parties in accordance with its schedule of tariff
commitments in Annex 2-1 (Schedules of Tariff
Commitments).

Article 3
Standstill

Except as otherwise provided in this Agreement, no
Party shall increase customs duty on an originating
good of any other Party in a manner inconsistent with
its schedule of tariff commitments in Annex 2-1
(Schedules of Tariff Commitments).




Article 4
Acceleration of Commitments

Nothing in this Agreement shall preclude the Parties
from negotiating and entering into arrangements to
accelerate the implementation of commitments made
under this Agreement, provided that such
arrangements are mutually agreed and implemented
by all the Parties.

Article 5

National Treatment on Internal Taxation and
Regulation

Each Party shall accord national treatment to the
goods of the other Parties in accordance with Article ll|
of GATT 1994. To this end, Article Il of GATT 1994 is
incorporated into and shall form part of this Agreement,
mutatis mutandis.

Article 6

Fees and Charges Connected with Importation
and Exportation

1. Each Party shall ensure that fees and charges
connected with importation and exportation shall be
consistent with its rights and obligations under Article
VIII of GATT 1994.

2. Each Party shall make available details of the
fees and charges that it imposes in connection with
importation and exportation and, to the extent possible
and in accordance with its internal law, make such
information available on the internet.
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3. Each Party shall not require legalisation or
authentication of customs documentation, including
related fees and charges, in connection with the
importation of any good of any other Party.

Article 7
Measures to Safeguard the Balance of Payments

Nothing in this Chapter shall be construed to prevent a
Party from taking any measure for balance-of-
payments purposes in accordance with Article XII of
GATT 1994 and the Understanding on the Balance-of-
Payments Provisions of the General Agreement on
Tariffs and Trade 1994 in Annex 1A to the WTO
Agreement.

Article 8

Publication and Administration of Trade
Regulations

1. Article X of GATT 1994 is incorporated into and
shall form part of this Agreement, mutatis mutandis.

2. In accordance with its internal law and to the
extent possible, each Party shall make its laws,
regulations, decisions and rulings of the kind referred
to in paragraph 1 available on the internet.

Article 9
Quantitative Restrictions and Non-Tariff Measures
1 No Party shall adopt or maintain any prohibition
or quantitative restriction on the importation of any

good of any other Party or on the exportation of any
good destined for the Area of any other Party, except
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in accordance with its WTO rights and obligations or in
accordance with this Agreement. To this end, Article
Xl of GATT 1994 is incorporated into and shall form
part of this Agreement, mutatis mutandis.

2, Except as otherwise provided in this Agreement,
a Party shall not adopt or maintain any non-tariff
measure on the importation of any good of any other
Party or on the exportation of any good destined for the
Area of any other Party except in accordance with its
WTO rights and obligations.

3. Each Party shall ensure transparency of its non-
tariff measures permitted under paragraph 2 and that
any such measures are not prepared, adopted or
applied with a view to, or with the effect of, creating
unnecessary obstacles to trade among the Parties.

Article 10
Import Licensing

1t Each Party shall ensure that all automatic and
non-automatic import licensing measures are
implemented in a transparent and predictable manner,
and applied in accordance with the Agreement on
Import Licensing Procedures in Annex 1A to the WTO
Agreement.

2 Upon request of another Party, a Party shall,
promptly and to the extent possible, respond to the
request of that Party for information on import licensing
requirements of general application.

12




Article 11
Modification of Concessions

1.  Each Party shall not nullify or impair any of its
concessions under this Agreement, except as
otherwise provided in this Agreement.

2. In exceptional circumstances where a Party
faces unforeseen difficulties in implementing its tariff
commitments, that Party may, by negotiation and
agreement with any Party to which it has made a
concession under this Agreement, modify or withdraw
its concession contained in its schedule of tariff
commitments in Annex 2-1 (Schedules of Tariff
Commitments). In such negotiations and agreement,
which may include compensatory adjustment with
respect to other goods, the Parties concerned shall
maintain a general level of reciprocal and mutually
advantageous concessions not less favourable to the
trade than that provided for in this Agreement prior to
such negotiations.

Article 12
Contact Points and Consultations

1. Each Party shall designate a contact point to
facilitate communication among the Parties on any
matter relating to this Chapter. A Party shall notify
the other Parties promptly of any amendment to the
details of its contact point.

2. Where a Party considers that any proposed or
actual measure of another Party or Parties may
materially affect trade in goods among the Parties, that
Party may, through the contact points, request detailed
information relating to that measure and, if necessary,

13




request consultations with a view to resolving any
concern about the measure. The requested Party or
Parties shall respond promptly to such requests for
information and consultations.

3.  Any action taken pursuant to paragraph 2 shall
be without prejudice to the rights and obligations of the
Parties under Chapter 13 (Consultations and Dispute
Settlement) or under the WTO Dispute Settlement
Understanding.
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1.

2.

ANNEX 2-1

Part 1

General Notes

SCHEDULES OF TARIFF COMMITMENTS

This Annex is based on the Harmonized System,
as amended on 1 January 2012.

The base

rate for

tariff

reduction and/or

elimination shall be the most-favoured-nation (MFN)
applied rate in effect on 1 January 2014, except that for
Indonesia, the base rate shall be the MFN applied rate
in effect on 1 January 2016.

3.  The tariff lines subject to tariff reduction and/or
elimination under this Annex shall be categorised
according to the following modality:

ASEAN 6
i B"““‘T;m , Cambodial
Category End Rate i Indonesial Lao PDR/
Malaysia/ <
5 Viet Nam Myanmar
Philippines/
Thailand ]
NaFiEl 65% 50% 50%
0% within within within
Track1
Normal 859% 3 years 75% 3 years 65% 8 years
Track e < 20% | 25% | 15%
Track 2 0% within within within
i 10 years 10 years 15 years
Sensitive 3/ I 10%
List 0-5% within within within
Sensitive i 12 years G 12 years or | 17 years
Track Highly L 5% o 5% | 297 [ 10%
Sensitive <50% within within within
List 14 years 14 years 20 years
Exclusion List NBBHT 5% 15% 15%
commitments
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4.  Forthe purposes of this Annex, the term “the date
of entry into force of this Agreement” means the date
of entry into force of this Agreement pursuant to
paragraph 1 or paragraph 2 of Article 4 (Entry into
Force) of Chapter 14 (Final Provisions), whichever is
applicable.

. For a Party for which this Agreement enters into
force at a later date pursuant to paragraph 3 of Article
4 (Entry into Force) of Chapter 14 (Final Provisions),
the initial reduction or elimination of customs duties
shall be implemented at the level specified in that
Party’s schedule of tariff commitment for the year in
which the Agreement enters into force for that Party.

6. In the case of ad valorem tariffs, the tariff rates
that result from the tariff reduction schedule should be
expressed in whole number. Any fraction less than 0.5
of a percentage point shall be rounded down, and any
fraction equal to or greater than 0.5 of a percentage
point shall be rounded up. In the case of specific tariffs,
any fraction smaller than 0.01 of the official monetary
unit of a Party shall be rounded to the nearest two
decimal places (any fraction equal to or greater than
0.005 shall be rounded to 0.01).

Modality for Products in the Normal Track

7. The Parties shall classify the tariff lines they
commit under the Normal Track into Normal Track 1
and Normal Track 2, and shall reduce and eliminate the
applied MFN tariff rates on such tariff lines according
to the following modality:

(a) Normal Track 1: Unless otherwise provided in
subparagraph 8 (b), the applied MFN tariff
rates shall be reduced in equal proportions to
0% within three years for ASEAN 6 and within

16




eight years for Cambodia, Lao PDR, and
Myanmar.

(i)  The first reduction shall take place on the
date of entry into force of this Agreement;
and

(i) The subsequent reductions shall take
place on 1 January of each following
year.

(b) Normal Track 2: Unless otherwise provided in
subparagraph 8 (b), the applied MFN tariff
rates shall be reduced every two years in equal
proportions to 0% within 10 years for ASEAN 6
and within 15 years for Cambodia, Lao PDR,
and Myanmar.

(i)  The first reduction shall take place on the
date of entry into force of this Agreement;
and

(i) The subsequent reductions shall take
place on 1 January of every two years
after the date of entry into force of this
Agreement.

8. For the purposes of implementing tariff reduction
under Normal Track 1 and Normal Track 2, the
following shall apply:

(a) Tariff rates above 5% shall be reduced in equal
proportions; and

(b) Tariff rates less than or equal to 5% shall be

reduced to 0% at the latest by the end of the
tariff reduction period.

17




Modality for Products in the Sensitive Track

9. Sensitive List: The Parties shall reduce and,
where applicable, eliminate the applied MFN tariff rates
of tariff lines placed in the Sensitive List according to
the following modality:

(a) ASEAN 6 shall reduce the applied MFN tariff
rates of tariff lines placed in their respective
Sensitive Lists to 0-5% within 12 years of the
date of entry into force of this Agreement: The
reduction of these tariff rates shall commence
from 1 January of the sixth year;, and
subsequently, the tariff rates shall be reduced
to 0-5% at the latest by the twelfth year, unless
specified in the respective Parties’ schedules
as agreed with Hong Kong, China.

(b) Cambodia, Lao PDR, and Myanmar shall
reduce the applied MFN tariff rates of tariff
lines placed in their respective Sensitive Lists
to 0-5% within 17 years of the date of entry into
force of this Agreement: The reduction of
these tariff rates shall commence from 1
January of the ninth year; and subsequently,
the tariff rates shall be reduced to 0-5% at the
latest by the seventeenth year, unless
specified in the respective Parties’ schedules
as agreed with Hong Kong, China.

10. Highly Sensitive List: The Parties shall reduce
and, where applicable, eliminate the applied MFN tariff
rates of tariff lines placed in the Highly Sensitive List
according to the following modality:

(a) ASEAN 6 shall reduce the applied MFN tariff
rates of tariff lines placed in their respective
Highly Sensitive Lists to not more than 50%

18




(b)

(c)

within 14 years of the date of entry into force of
this Agreement.

Cambodia, Lao PDR, and Myanmar shall
reduce the applied MFN tariff rates of tariff
lines placed in their respective Highly Sensitive
Lists to not more than 50% within 20 years of
the date of entry into force of this Agreement.

The reduction shall not apply for tariff rates that
are equal or less than 50% on the date of entry
into force of this Agreement.

11. Notwithstanding the above:

(a)

(b)

Hong Kong, China shall eliminate customs
duties on originating goods of the other Parties
covering all goods classified under HS
Chapters 1 to 97, with effect from the date of
entry into force of this Agreement; and

Singapore shall eliminate customs duties on all
originating goods of the other Parties under
this Agreement, with effect from the date on
which this Agreement enters into force for
Singapore.

19




Part 2: Schedule of Brunei Darussalam
Part 3: Schedule of Cambodia
Part 4: Schedule of Indonesia
Part 5: Schedule of Lao PDR
Part 6: Schedule of Malaysia
Part 7: Schedule of Myanmar

Part 8: Schedule of the Philippines
Part 9: Schedule of Singapore
Part 10: Schedule of Thailand
Part 11: Schedule of Viet Nam

Part 12: Schedule of Hong Kong, China
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CHAPTER 3

RULES OF ORIGIN

Article 1

Eligibility for Preferential Tariff Treatment

In determining the origin of a good eligible for
preferential tariff treatment pursuant to Chapter 2
(Trade in Goods) of this Agreement, the provisions
under this Chapter shall apply.

Article 2

Definitions

For the purposes of this Chapter:

(a) aquaculture means the farming of aquatic

(b)

organisms including fish, molluscs,
crustaceans, other aquatic invertebrates and
aquatic plants, from seedstock such as eggs,
fry, fingerlings and larvae, by intervention in
the rearing or growth processes to enhance
production such as regular stocking, feeding,
or protection from predators;

Costs, Insurance and Freight (CIF) means
the value of the good imported, and includes
the cost of freight and insurance up to the port
or place of entry into the importing Party;

Free-on-board (FOB) means the free-on-

board value of the good, inclusive of the cost
of transport to the port or site of final shipment

21




(d)

abroad;

generally accepted accounting principles
(GAAP) means the recognised consensus or
substantial authoritative support in a Party,
with respect to the recording of revenues,
expenses, costs, assets and liabilities; the
disclosure of information; and the preparation
of financial statements. These standards may
encompass broad guidelines of general
application as well as detailed standards,
practices and procedures;

good means a material or product, which can
be wholly obtained or produced, even if it is
intended for later use as a material in another
production process. For the purposes of this
Chapter, the terms “good” and “product” can
be used interchangeably;

identical and interchangeable materials
means materials being of the same kind and
commercial quality, possessing the same
technical and physical characteristics, and
which after being incorporated into the finished
product cannot be distinguished from one
another for origin purposes by virtue of any
markings, or mere visual examination, etc.;

material means any matter or substance used
or consumed in the production of a good or
physically incorporated into another good or
subjected to a process in the production of
another good;

non-originating good or non-originating

material means a good or material that does
not qualify as originating in accordance with
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()

the provisions of this Chapter;

originating good or originating material
means a good or material that qualifies as
originating in accordance with the provisions of
this Chapter;

packing material and container for
transportation means the good used to
protect a good during its transportation,
different from that container or material used
for its retail sale;

preferential tariff treatment means tariff
concessions granted to originating goods as
reflected by the tariff rates applicable under
this Agreement;

production means methods of obtaining
goods, including growing, mining, harvesting,
raising, breeding, extracting, gathering,
aquaculture, collecting, capturing, fishing,
trapping, hunting, manufacturing, producing,
processing or assembling goods; and

Product Specific Rules means the rules set
out in Annex 3-2 (Product Specific Rules) that
specify that the materials used to produce a
good have undergone a change in tariff
classification or a specific manufacturing or
processing operation, or satisfy a regional
value content criterion or a combination of any
of these criteria.
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Article 3
Origin Criteria

For the purposes of this Chapter, a good imported
into a Party from another Party shall be treated as an
originating good if it conforms to the origin
requirements under any one of the following
conditions:

(a) agood which is wholly obtained or produced
in the exporting Party as set out in Article 4
(Wholly Obtained or Produced Goods);

(b) a good produced in the exporting Party
exclusively from originating materials from
one or more of the Parties; or

(c) a good not wholly obtained or produced in
the exporting Party, provided that the good is
eligible under Article 5 (Not Wholly Obtained
or Produced Goods);

and meets all other applicable requirements of this
Chapter.

Article 4
Wholly Obtained or Produced Goods
For the purposes of subparagraph (a) of Article 3
(Origin Criteria), the following goods shall be

considered as wholly obtained or produced in the
exporting Party:

(a) plants and plant products, including fruits,
flowers, vegetables, trees, seaweed, fungi

24




and live plants, grown, harvested, picked or
gathered in a Party’;

(b) live animals including mammals, birds, fish,
crustaceans, molluscs, reptiles, bacteria and
viruses, born and raised in a Party;

(c) goods obtained from live animals in a Party;

(d) goods obtained from hunting, trapping,
fishing, farming, aquaculture, gathering or
capturing conducted in a Party;

(e) minerals and other naturally occurring
substances, not included in subparagraphs
(a) to (d), extracted or taken from the soil,
waters, seabed or beneath the seabed in a
Party;

(f)  products of sea-fishing extracted or taken by
vessels registered with the exporting Party
and entitled to fly the flag of that Party, and
minerals and other naturally occurring
substances extracted or taken from the
waters, seabed or beneath the seabed
outside the waters of the exporting Party,
provided that that Party has the rights to

' For the purposes of this Article, “in a Party” means:

(i) for ASEAN Member States, the land. territorial sea, exclusive economic
zone, continental shelf over which a Party exercises sovereignty, sovereign
rights or jurisdiction, as the case may be. in accordance with international
law.

(i1) for Hong Kong, China, the Area of Hong Kong. China.

For the avoidance of doubt, nothing contained in the above definition shall be
construed as conferring recognition or acceptance by one Party of the outstanding
maritime and territorial claims made by any other Party. nor shall be taken as pre-
judging the determination of such claims.
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exploit such waters, seabed and beneath the
seabed in accordance with international law?;

(g) products of sea-fishing and other marine
products taken from the high seas by vessels
registered with a Party and entitled to fly the
flag of that Party;

(h) products processed or made on board factory
ships registered with a Party or entitled to fly
the flag of that Party, exclusively from
products referred to in subparagraph (g);

(i) goods which are:

(i) waste and scrap derived from production
and consumption in a Party, provided
that such goods are fit only for the
recovery of raw materials or for recycling
purposes; or

(i) used goods collected in a Party, provided
that such goods are fit only for the
recovery of raw materials or for recycling
purposes; and

() goods obtained or produced in the exporting
Party from products referred to In
subparagraphs (a) to (i).

Article 5
Not Wholly Obtained or Produced Goods

1. For the purposes of subparagraph (c) of Article 3
(Origin Criteria), except for those goods covered under

2 “International law™ refers to generally accepted international law such as the United
Nations Convention on the Law of the Sea. 1982,
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paragraph 2, a good shall be treated as an originating
good if the good has a regional value content
(“Regional Value Content” or “RVC”) of not less than
40 per cent calculated using the formula set out in
Article 6 (Calculation of Regional Value Content).

2.  In accordance with paragraph 1, a good subject
to the Product Specific Rules shall be treated as an
originating good if it meets those Product Specific
Rules as specified in Annex 3-2 (Product Specific
Rules):

(a) Where a Product Specific Rule provides a
choice of rules from a RVC-based rule of
origin, a change in tariff classification (‘CTC")-
based rule of origin, a specific manufacturing
or processing operation, or a combination of
any of these criteria, each Party shall permit
the exporter of the good to decide which rule
to use in determining whether the good
qualifies as an originating good of the Party.

(b) Where a Product Specific Rule specifies a
certain RVC, the RVC of a good shall be
calculated using the formula set out in Article
6 (Calculation of Regional Value Content).

(c) Where a Product Specific Rule requires that
the materials used have undergone CTC or a
specific  manufacturing or  processing
operation, the rules shall apply only to non-
originating materials.
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Article 6
Calculation of Regional Value Content
1.  For the purposes of Article 5 (Not Wholly

Obtained or Produced Goods), the formula for
calculating RVC is as follows:

(@) Direct /Build-up Method

AHKFTA Direct Direct Other
Materfal + Labour + Overhead + C]il + Profit
Cost Cost Cost a5
RVC = :
FOB Price
or

(b)  Indirect /Build-down Method

FOB ~ Value of Non-Originating

Price Materials, Parts or Produce
V(= 0
kit FOB Price 5 100%

2. For the purposes of calculating the RVC
provided in paragraph 1:

(a) AHKFTA Material Cost is the value of
originating materials, parts or produce that
are acquired or self-produced by the producer
in the production of the good;

(b) Value of Non-Originating Materials, Parts
or Produce is the CIF value at the time of
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importation or the earliest ascertained price
paid for all non-originating materials, parts or
produce that are acquired by the producer in
the production of the good; non-originating
materials include materials of undetermined
origin;

Direct labour cost includes wages,
remuneration and other employee benefits
associated with the manufacturing process;

Direct overhead cost includes, but is not
limited to, real property items associated with
the production process (insurance, factory
rent and leasing, depreciation on buildings,
repair and maintenance, taxes, interests on
mortgage); leasing of and interest payments
for plant and equipment; factory security;
insurance (plant, equipment and materials
used in the manufacture of the goods);
utilities (energy, electricity, water and other
utilities directly attributable to the production
of the goods); research, development, design
and engineering; dies, moulds, tooling and
the depreciation, maintenance and repair of
plant and equipment; royalties or licences (in
connection with patented machines or
processes used in the manufacture of the
goods or the right to manufacture the goods);
inspection and testing of materials and the
goods; storage and handling in the factory;
disposal of recyclable wastes; and cost
elements in computing the value of raw
materials, i.e. port and clearance charges and
import duties paid for dutiable component;
and
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(e) Other Costs are the costs incurred in placing
the good in the ship or other means of
transport for export including, but not limited
to, domestic transport costs, storage and
warehousing, port handling, brokerage fees
and service charges.

3. The value of goods under this Chapter shall be
determined in accordance with the Customs Valuation
Agreement. The Parties shall harmonise, to the extent
possible, administrative procedures and practices in
the assessment of value of goods for customs
purposes.

Article 7
Accumulation

Unless otherwise provided in this Agreement, a good
which complies with the origin requirements provided
herein and which is used in another Party as a material
for a finished good eligible for preferential tariff
treatment shall be considered to be originating in the
latter Party where working or processing of the finished
goods has taken place.

Article 8
Minimal Operations and Processes
1. Notwithstanding any provisions in this Chapter, a
good shall not be considered to be originating in the
Area of a Party if the following operations are

undertaken exclusively by itself or in combination in the
Area of that Party:
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(a) preserving operations to ensure that the good
remains in good condition during transport
and storage;

(b) changes of packaging, breaking-up and
assembly of packages;

(¢) simple® washing, cleaning, removal of dust,
oxide, oil, paint or other coverings;

(d) simple® painting and polishing operations;

(e) husking, partial or total bleaching, polishing
and glazing of cereals and rice;

(f)  operations to colour sugar or form sugar
lumps;

(g) simple® peeling, stoning, or un-shelling;

(h) sharpening, simple® grinding or simple?
cutting;

(i)  sifting, screening, sorting, classifying,
grading, matching;

(i)  simple® placing in bottles, cans, flasks, bags,
cases, boxes, fixing on cards or boards and
all other simple® packaging operations;

(k) affixing or printing marks, labels, logos and
other like distinguishing signs on products or
their packaging;

' simple”™ means an activity which does not need special skills, machines, apparatus
or equipment especially produced or installed for carrying out the activity.
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()  simple mixing* of products, whether or not of
different kinds:

(m) simple® assembly of parts of articles to
constitute a complete article or disassembly
of products into parts;

(n) simple3 testing or calibrations; or
(o) slaughtering® of animals.

2. A good originating in the Area of a Party shall
retain its initial originating status, when exported from
another Party, where operations undertaken have not
gone beyond those referred to in paragraph 1.

Article 9
Direct Consignment

i Preferential tariff treatment shall be applied to
goods satisfying the requirements of this Chapter and
which are consigned directly between the exporting
Party and the importing Party.

2.  The following shall be considered as consigned
directly from the exporting Party to the importing Party:

¥ “simple mixing” means an activity which does not need special skills, machines,
apparatus or equipment especially produced or installed for carrying out the activity
and does not include chemical reaction. Chemical reaction means a process
(including a biochemical process) which result in a molecule with a new structure by
breaking intramolecular bonds and by forming new intramolecular bonds, or by
altering the spatial arrangement of atoms in a molecule.

* “slaughtering” means the mere killing of animals and subsequent processes such as
cutting. chilling, freezing. salting, drying or smoking. for the purpose of preservation
for storage and transport.
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(a) goods transported from the exporting Party to
the importing Party; or

(b) goods transported through one or more
Parties, other than the exporting Party and
the importing Party, or through a non-Party,
provided that:

(i) the transit entry is justified for
geographical reason or by consideration
related  exclusively to  transport
requirements;

(i) the goods have not entered into trade or
consumption there; and

(i) the goods have not undergone any
operation there other than unloading and
reloading or any other operation to
preserve them in good condition.

Article 10
De Minimis

1. A good that does not satisfy a CTC requirement
shall be considered as originating if the value of all non-
originating materials used in its production that do not
undergo the required CTC does not exceed 10 per cent
of the FOB value of the good and the good meets all
other applicable criteria set forth in this Chapter for
qualifying as an originating good.

2. The value of non-originating materials referred to
in paragraph 1 shall be included in the value of non-
originating materials for any applicable RVC
requirement for the good.
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Article 11

Treatment of Packing and Packaging Materials
and Containers

1. Packing materials and containers for
transportation and shipment of a good shall not be
taken into account in determining the origin of any
good.

2, Packaging materials and containers in which the
good is packaged for retail sale, which are classified
with the good pursuant to Rule 5 of the General Rules
for the Interpretation of the Harmonized System, shall
be disregarded in determining the origin of the good,
provided that:

(a) the good is wholly obtained as set out in
subparagraph (a) of Article 3 (Origin Criteria);

(b) the good is produced entirely in the Area of a
Party as set out in subparagraph (b) of Article
3 (Origin Criteria); or

(c) the good is subject to a CTC requirement set
out in Annex 3-2 (Product Specific Rules).

3. If a good is subject to a RVC requirement, the
value of the packaging materials and containers in
which the good is packaged for retail sale shall be
taken into account as originating or non-originating
materials, as the case may be, in calculating the RVC
of the good.
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Article 12
Accessories, Spare Parts and Tools

i If a good is subject to the requirements of CTC or
specific manufacturing or processing operation, the
origin of accessories, spare parts, tools and
instructional or other information materials presented
with the good shall not be taken into account in
determining whether the good qualifies as an
originating good, provided that:

(a) the accessories, spare parts, tools and
instructional or other information materials are
not invoiced separately from the good; and

(b) the quantities and value of the accessories,
spare parts, tools and instructional or other
information materials are customary for the
good.

2, If a good is subject to a RVC-based rule of origin,
the value of the accessories, spare parts, tools and
instructional or information materials shall be taken into
account as the value of the originating or non-
originating materials, as the case may be, in calculating
the RVC of the good.

Article 13
Neutral Elements
In order to determine whether a good is an originating
good, it shall not be necessary to determine the origin
of the following which might be used in its production

and not incorporated into the good:

(a) fuel and energy;
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(b)
(c)

(d)

(e)

(f)

(9)
(h)

tools, dies and moulds;

spare parts and materials used in the
maintenance of equipment and buildings;

lubricants, greases, compounding materials
and other materials used in production or
used to operate equipment and buildings;

gloves, glasses, footwear, clothing, safety
equipment and supplies;

equipment, devices and supplies used for
testing or inspecting the good;

catalysts and solvents; and

any other goods that are not incorporated
into the good but the use of which in the
production of the good can reasonably be

demonstrated to be a part of that production.

Article 14

Identical and Interchangeable Materials

1.  The determination of whether identical and
interchangeable materials are originating materials
shall be made either by physical segregation of each of
the materials or by the use of GAAP of stock control
applicable, or inventory management method, in the
exporting Party.

2, Once a decision has been taken on the inventory
management method, that method shall be used
throughout the fiscal year.
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