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Guidelines Provide Insight on Duty-Free Apparel Import
PO"CY = By Sandler Travis & Rosenberg

The Department of Commerce has issued a notice outlining the procedures for
using a new program that allows duty-free imports of certain woven and knit
apparel made in Haiti. The so-called “3 for 1” program included in the 2008 farm
bill is indicative of an emerging U.S. policy on how to facilitate more apparel
production in developing countries while protecting the interests of the domestic
textile industry. A similar program for the Dominican Republic is being considered
by Congress, and the scheme may show up in future U.S. free trade agreements.

The HOPE Il (Haitian Hemispheric Opportunity through Partnership
Encouragement Act of 2008) provisions of the farm bill create a benefit for certain
apparel made in Haiti that meets a “3 for 1” earned import allowance. For every
three square meters of eligible woven or knit fabric exported to Haiti for the
production of apparel, one square meter of woven or knit apparel that is wholly
assembled or knit-to-shape in Haiti and imported directly from Haiti or the
Dominican Republic may enter the U.S. duty-free regardless of the origin of the
fabrics, fabric components, components knit-to-shape or yarns from which the
apparel is made. There is no limit to the amount of imports that may benefit from
this treatment, which is available through Sept. 30, 2018.

The DOC notice sets forth the interim procedures that the Office of Textiles and
Apparel will follow in implementing this program. OTEXA will issue certificates
to qualifying apparel producers to accompany eligible imports and intends to
immediately begin the process of opening and administering producer accounts for
this purpose. OTEXA notes that these procedures may be modified in the future to
address concerns that may arise as it gains experience in implementing them, and
that it may reconsider and/or subsequently amend any determination to deposit
credits or request to issue certificates that may have been procured by error, fraud
or similar faults.
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CITA Notlces Modified Short Supply Procedures; Short Supply
Determination for Crepe Fabrics - By Sandler Travis & Rosenberg

Modified Procedures for DR-CAFTA Short Supply Requests. The
Committee for the Implementation of Textile Agreements has issued a notice
modifying the procedures for submitting and considering short supply requests
under the U.S.-Dominican Republic-Central America Free Trade Agreement.

DR-CAFTA provides a list of fabrics, yarns and fibers that have been
determined to not be available in commercial quantities in a timely manner
from suppliers in the U.S. or other DR-CAFTA countries. A textile and apparel good containing fabrics,
yarns or fibers included on that list may be treated as an originating good, regardless of the actual origin
of those inputs, provided that all other fabrics, yarns or fibers of the component that determines the
classification of the good meet specific rules of origin.

CITA is now modifying the procedures for adding or removing fabrics, yarns or fibers to or from this
list. CITA states that the intent of these procedures is to foster the use of U.S. and DR-CAFTA products
by allowing products to be placed on or removed from a product list on a timely basis and in a manner
that is consistent with normal business practice. To this end, these procedures are intended to facilitate
the timely transmission of order requests and offers to supply such requests, have the market indicate the
availability of products that are the subject of requests, make information regarding requests and offers
available promptly to interested parties, ensure wide participation by interested parties, provide careful
scrutiny of information provided to substantiate requests and offers, and provide timely public
dissemination of information used by CITA in making short supply determinations.

These procedures may be further modified in the future to address concerns that may arise as CITA
gains experience in implementing them. CITA adds that it possesses the inherent authority to reconsider,
and/or subsequently amend, short supply determinations that may have been procured by error, fraud or
similar faults.

-_
I Judge Refuses to Halt Clean Trucks

— Program - Pending final ruling, Port urges truckers to
~ help improve air quality

‘,’ The Port of A U.S. District Court judge refused Monday, September 8,
- LONG BEACH 2008, to stop the Port of Long Beach's landmark Clean
Trucks Program, which on October 1 will start improving the
region's air quality by banning the oldest, most polluting
trucks.

Your Environmentally Friendly Port

The American Trucking Association had sought a preliminary injunction to block the Port from using a
concession system to require trucking firms to dispatch only clean trucks to the Port and dispatch only
drivers who have undergone a security background check and obtained a federal Transportation Worker
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Identification Credential. At a hearing Monday, U.S. District Court Judge Christina Snyder circulated a
temporary ruling, rejecting the preliminary injunction.

"Concessions are a key element of our Clean Trucks Program so that we can bring a new generation of
clean trucks and clean air to this region, and so we can begin a new era in port security,” said James
Hankla, president of the Long Beach Board of Harbor Commissioners. "We will move forward on
October 1 with our Clean Trucks Program, including a ban on dirty diesel trucks and our Clean Trucks
Fee, which were not challenged, so we can help clean the air in Long Beach and the region."

The Clean Trucks Program on October 1 will start phasing out dirty trucks from port service by barring
all 1988 and older vehicles. By 2012, all trucks entering Port terminals must have engines that meet
2007 federal emission standards, which are 80 percent cleaner than existing engines. Also on October 1,
the Port will begin assessing a fee of $35 per 20-foot-long cargo container to fund a truck replacement
financial assistance program that will help truck owners to comply with the clean truck deadlines.

Thousands of truck drivers have already signed on to the Port's Clean Trucks Program, promising to
bring clean trucks to the Port. "We urge all truckers to join us in improving air quality and moving
cargo," said Hankla.

Port of LA's Clean Truck Program Registry Now Available Online — By Broker Power Inc.

The Port of Los Angeles reports that the ports of LA and Long Beach's Clean Truck Program Drayage
Truck Registry (DTR) is now available online. Required information must be in the DTR before October
1, 2008 or drivers may be denied entry into port terminals. (DTR notice available at
http://dtr.cleanairactionplan.org/(S(og2phdayv3up2xrzlycctu55))/Default)aspx

CBP Discovers 3 Foreign Species Seen For the First Time in U.S. -byuscep
http://www.cbp.gov/xp/cgov/newsroom/news releases/09122008 4.xml

Los Angeles - U.S. Customs and Border protection agriculture specialists have intercepted two insects
and one plant disease foreign to the United States. These species had never been seen in the United
States.

CBP agriculture specialists routinely examine commodities for insects and diseases prior to entry into
the United States at seaports, air cargo facilities and international airports.

On September 4, CBP agriculture specialists at Los Angeles/Long Beach seaport inspected a shipment
of Italian ceramic tile infested with an unknown insect. The insect was later identified by the
Smithsonian Systematic Entomology Laboratory as a Cerambycidaewhich is a type of wood boring
beetle. The beetle is known to eat and destroy wood. Wood boring beetles are a serious threat to
hardwood trees. If they become established, they could cause significant damage to U.S. agriculture,
destroying millions of acres of America’s treasured hardwoods. The ceramic tile was fumigated to avoid
the chance of proliferation of the beetles.


http://dtr.cleanairactionplan.org/(S(og2phdayv3up2xrzlycctu55))/Default.aspx
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On August 23, CBP agriculture specialists at Los Angeles International Airport inspecting a shipment of
fresh cut flowers originating from the Netherlands discovered an unknown insect. The insect was later
identified by USDA as a Sibinia primitg another type of beetle never before seen in the United States.
These beetles are normally found on fresh cut flowers, greenery, nuts and grain products. They feed off
these plants and lay their eggs causing the larvae to eat the plant from inside out. The importer was
given the options of re-exportation, fumigation or destruction of the flowers. The importer opted for
destruction.

On July 17, an agriculture specialist at Los Angeles International airport inspecting fresh green Lovage
leaves carried by a passenger arriving from Romania discovered the leaves were infested with spores.
The spores were later identified as rust disease. This type of rust had never been seen in the United
States and it could have devastating effects on the cereal, grain, turf grass, and cut flower/nursery
industries. The leaves were destroyed on site to avoid the spores from spreading; the spores are airborne
and may travel great distances.

Whether by air, sea or land, CBP agriculture specialists are the first line of defense protecting the
borders from prohibited items which can carry harmful plant pests and diseases.

On a typical day in fiscal year 2007, CBP seized 4,296 prohibited meat or plant materials, including 164
agricultural pests at U.S. ports of entry.

U.S. Customs and Border Protection is the unified border agency within the Department of idomela
Security charged with the management, control and protection of our nation's borders at and between
the official ports of entry. CBP is charged with keeping terrorists and terrorist weapons out of the
country while enforcing hundreds of U.S. laws.

Reminder: CBP to Enforce SLA 2008 Reporting Requirements on Sept 18"

i By Broker Power Inc.

U.S. Customs and Border Protection sources have recently confirmed that CBP will begin to enforce the
new Softwood Lumber Act of 2008 (SLA 2008)* reporting requirements on September 18, 2008.

(The SLA 2008 established an import data/declaration program under which importers are required,
effective August 18, 2008, to report additional data elements for ‘specified’ softwood lumber and
softwood lumber product imports on the entry summary.

However, CBP determined to not enforce these reporting requirements until September 18, 2008, the
date the interim rule on this program takes effect. In addition, subject importations made between
August 18 and September 17, 2008 do not have to be amended or supplemented to provide the new data
elements.)

SLA 2008 Requires the Trade to Submit Export Price, Export Charges, Etc. - According to the
interim rule on the SLA 2008, the trade is required to submit to CBP the following additional trade data
elements for softwood lumber and softwood lumber products, regardless of country of export or origin:



C-Air Times Page 5

- Export price for each shipment - the export price, expressed in U.S. dollars, must be provided on the
entry summary in the designated space provided on the CBP Form 7501. The export price (F.O.B.
value) depends on the amount of processing, tenure rights, etc., as detailed in CBP's interim rule on
the SLA 2008 reporting requirements. If the F.O.B. value cannot be determined according to CBP’s
guidelines, the export price will be the market price for the identical softwood lumber or softwood
lumber product sold in an arm’s length transaction in the country of export at approximately the
same time. (See interim rule for CBP’s “order of preference” for determining market price.)

- Estimated export charges, if any, applicable to each shipment - the estimated export charge (i.e., a
tax, charge, or other fee), if any, to be collected by the country (including any political subdivision
of the country) from which the softwood lumber or softwood lumber product was exported pursuant
to an international agreement entered into by that country and the U.S. (to date only Canada) as
calculated by applying the percentage determined and published by the Commerce Department to
the export price.

- Importer declaration indicator — a softwood lumber declaration must be provided on the electronic
entry summary by entering the letter code *“Y’’ in the first space of the field designated for the
estimated export charge data.

Data Elements Needed for Each 7501 Line; Record Retention Requirement - CBP has previously
stated in other notices that these data elements must be submitted for each line of imported softwood
lumber and softwood lumber products subject to the SLA 2008 on the entry summary, CBP Form 7501.

In addition, CBP Form 7501 and any supporting documentation must be retained by the importer in
accordance with CBP record keeping requirements and be produced upon request.

The 2008 Farm Bill (Public Law 110-246) contains the SLA 2008.

Applicability of New CPSC Law to Inventory and Non-Complying/Recalled
Products i By Broker Power Inc.

The Consumer Product Safety Improvement Act of 2008, which was enacted on August 14, 2008 as
Public Law 110-314, affects many consumer products, including children’s products, toys, products with
lead content, products containing phthalates, paint, all-terrain vehicles, durable nursery products, etc.

This summary covers aspects of two recently posted CPSC documents on the applicability of P.L. 110-
314’s requirements to products in inventory. It also covers the new limitations imposed by P.L. 110-314
on the sale, import, and export of non-complying and recalled products.

(Note that this summary includes relevant views of CPSC staff from a September 4, 2008 public
meeting held by CPSC to discuss P.L. 110-314. See | TTO6s Online Archive
(Ref:08082610), for BP summary announcing the publieeting.)

Applicability of P.L.110-3 14" s Requi rement s t-&PSe staff stateccthattheyi n | n
have received numerous questions on the applicability of P.L. 110-314’s requirements to products in


http://www.brokerpower.com/cgi-bin/itt/itt.pl?I::ALLNEWS::2008/20080826/08082610.html
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inventory. CPSC staff addressed some of these questions at the meeting and subsequently posted two
documents on this topic (see below for links).

According to CPSC staff, each requirement of P.L. 110-314 has different wording on timeframes and
applicability that must be examined separately to determine the provision’s applicability to inventory.
For example:

Third-party Testing/Certification - Law: The third-party testing requirement shall apply to any
children’s product manufactured more than 90 days after the CPSC has established and published notice
of the requirements for accreditation of third-party conformity assessment bodies.

CPSC view: The third-party testing requirements would not apply to inventory that was manufactured
before that time.

Tracking Labels - Law: Effective 1 year after enactment (August 14, 2009), the manufacturer of a
children’s product shall place permanent distinguishing marks on the product and its packaging.

CPSC view: As the time for placing permanent distinguishing marks on products is generally at the time
of manufacture, this requirement would be difficult to interpret as applying to prior inventory.

Toy Safety Standard - Law: Effective 180 days after enactment (February 10, 2009), the provisions of
ASTM International Standard F963-07 Consumer Safety Specifications for Toy Safety (ASTM 963) as
it exists on the date of enactment shall be considered to be consumer product safety standards issued by
the Commission under section 9.

CPSC view: Consumer product safety standards (such as the one above for toys) are only applicable to
consumer products manufactured after the effective date.

Lead Content i n_CElmaw: Efteetive @80 days &ter endctment (February 10, 2009),
any children’s product that contains more than 600 parts per million total lead content by weight for any
part of the product shall be treated as a banned hazardous substance.

CPSC view: Products that contain lead above the limits set forth in P.L. 110-314 cannot be sold from
inventory or on store shelves after February 10, 2009. As a result, it would “apply retroactively” to
inventory.

General Lead Paint Ban - Law: Effective 1 year after enactment (August 14, 2009), P.L. 110-314
amends the general lead paint ban by reducing the maximum amount of allowable lead from 0.06% to
0.009% of the weight of the total nonvolatile content of the paint or the weight of the dried paint film.

(A CPSC document expresses this change differently, that the lead limit in paint must be reduced from
600 ppm to 90 ppm.)

CPSC view: The new provisions on the general lead paint limit would ban the sale of any product
containing amounts over the new lead paint limit of 90 ppm in inventory or on store shelves as of
August 14, 2009. As a result, it would “apply retroactively” to inventory.
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4 Wheeled ATVs - Law: Within 90 days after P.L. 110-314’s August 14, 2008 date of enactment, the
CPSC will publish as a mandatory consumer product safety standard the American National Standard
ANSI/SVIA -1 -2007. This standard will take effect 150 days after it is published.

CPSC view: Consumer product safety standards (such as the one above) are only applicable only to
consumer products manufactured after the effective date.

(See CPSC presentation below for information on 3 wheeled ATVs and the issue of inventory, as well as
new imports.)

Sale, Import, Export of Recalled/Uncomplying Products - CPSC staff stated that though it never
encouraged selling recalled products, P.L. 110-314 specifically makes it a prohibited act, giving CPSC
the authority to ban the sale of such products, even when voluntary action is taken in consultation with
the CPSC. When asked whether this new prohibition would apply to any product ever recalled, CPSC
stated that it is considering this issue but is likely to focus on newer recalls.

In terms of the import and export of recalled or non-complying products, CPSC noted that P.L 110-314
provides it with considerably strengthened authority. Before, non-complying imported products might
have been destroyed or returned; now destruction is the norm. In addition, the export of such products is
now only permitted under certain limited circumstances; and CPSC notes that U.S. Customs and Border
Protection (CBP) has indicted “little interest” in allowing the export of non-complying products.

(For additional information on CPSC’s new authorities on recalls; manufacturer product hazard
reporting and action plans; the sale, import, or export of nonconforming/recalled products; and the
destruction of non-compliant imported products, seel TT O s Onl i ne OAQ@8cnewsy e s
(Ref:08080410), with also includes a comprehensive BP summary of P.-3140

CPSC Web page on P.L B4 available ahttp://www.cpsc.gov/about/cpsia/cpsia.html

CPSC presentation, AOverview and Regul atory Tir
http://www.@sc.gov/about/cpsia/orttable.pgfnd CPSC presentati on, AChi
09/04/08 public meeting) available laitp://www.cpsc.gov/about/cpsia/childproducts.pdf

Duty-Free Entry into Mexico for Central
Prepared by: American Apparel with U.S. Inputs
SANDLER, TRAVIS & ROSENBERG, PA.

%A" KD "D R Ry B Preice The so-called “cumulation” provision of the U.S.-Dominican
Republic-Central America Free Trade Agreement took effect
Aug. 15. This provision allows textile and apparel articles produced in one of the DR-CAFTA countries
(the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua — Costa Rica has not yet
implemented the agreement) with cloth, fabric or fibers originating in Mexico to be imported into the
U.S. duty-free. Similarly, goods made in one of the DR-CAFTA countries with inputs from the U.S. are
now eligible for duty-free entry into Mexico (up to a quota of 70 million square meters equivalent). The
cumulation provision is designed to help lower the operational costs of the textile industry in the region
and thus help it face fierce competition from Asia.



http://www.brokerpower.com/cgi-bin/itt/itt.pl?I::ALLNEWS::2008/20080804/08080410.html
http://www.cpsc.gov/about/cpsia/cpsia.html
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C-Air Times Page 8

Mexico and Colombia have entered into a similar, though temporary, arrangement under their bilateral
free trade agreement. From Aug. 15, 2008, to Jan. 31, 2009, Mexico will provide duty-free treatment for
imports of certain textile and apparel goods produced wholly in Colombia from materials originating in
Mexico. Colombia will provide reciprocal treatment for goods made in Mexico with Colombian inputs.
This mechanism will assist these countries in gaining better access to each other’s markets, therefore
offering substantial opportunities in this highly competitive industry.

Guidance for the Application of the Farm Billés First Sale Declaration

Requirement: uscep
http://www.cbp.gov/xp/cqov/trade/trade programs/cargo summary/first sale/first sale guidance.xml

09/16/2008) On May 22, 2008, Congress passed the Food, Conservation, and Energy Act of 2008
(more commonly known as the “Farm Bill”; 19 U.S.C. 1484 note). The Farm Bill requires U.S. Customs
and Border Protection (CBP) to collect, for a one-year period, a declaration as to whether the transaction
value of imported merchandise is determined on the basis of the price paid in the first or earlier sale
occurring prior to the introduction of the merchandise into the United States.

On August 25, 2008, CBP published an interim rule entitled “First Sale Declaration Requirement” (73
FR 49939), to implement the Farm Bill. The rule states that, effective for a one-year period beginning
August 20, 2008, all importers are required to provide a declaration to CBP at the time of filing a
consumption entry when, in a series of sequential sales, the transaction value of the imported
merchandise is determined on the basis of the “first or earlier” sale of goods. In such case, importers are
required to provide CBP with an "F" indicator next to the declared value at the line level on CBP Form
7501, or its electronic equivalent.

CBP has received numerous inquiries from interested parties in response to the “first sale” reporting
requirement. We seek to clarify the most frequently asked questions below.

Q:What is a “series of sequenti al sal es” ?

A: A series of sequential sales, common in import transactions, consists of two or more successive
contracts for sales of goods. One example is where the import transaction involves a sale between the
manufacturer and a foreign intermediary and another between a foreign intermediary and a U.S.
buyer.

Which is the “first or earl i er sal e?

. In a series of sequential sales, as defined above, any sale occurring earlier than the last sale prior to
the introduction of the merchandise into the United States would be considered a “first or earlier”
sale. In the above example, the sale between the foreign intermediary and the U.S. buyer is
considered the last sale prior to the introduction of the merchandise into the United States. The sale
between the manufacturer and the foreign intermediary is the “first or earlier” sale.

:Shoul d | p | matoewhenrtherg is-ohly dnesale involved?

: No, when the import transaction involves only one sale the reporting requirement is inapplicable. In
that instance, there is only one buyer, located in the United States, and one seller, located in another
country.

Q:Is a sale between a manufacturer (or other foreign seller) and a non-resident importer

> O

> O
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considered a “f?2irst or earlier” sal e

A: Where the import transaction involves a series of sales between a foreign seller and a non-resident
importer and another sale between the non-resident importer and a buyer in the U.S., the sale
between the foreign seller and the non-resident importer is considered the “first or earlier” sale for
purposes of the reporting requirement as it is not the last sale prior to the introduction of the
merchandise into the United States. The sale between the non-resident importer and the buyer in the
U.S. is the last sale prior to the introduction of the merchandise into the United States.

:Do | have t o patbrdoceachentrystinfmaryitem® i c
Yes, this element must be submitted for each line on the entry summary, CBP Form 7501, in which
the declared transaction value is determined on the basis of the “first or earlier” sale.

:Shoul d | p | &atoe whanranothdf ethodn(ather than transaction value) was used
to determine the customs value declared?

No. The Farm Bill requires reporting only in those instances where transaction value is used as a
basis of appraisement.

O >0

>

For additional information on the First Sale Declaration Requirement, please refer to CBP’s News Alert
of August 26, 2008.
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