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“"Warning List” of Country/HTS Pairs that Could Lose
GSP on July 1, 2009 Due to the CNLS - by Broker Power Inc.

The Office of the U.S. Trade Representative has issued a notice announcing
that it will not be publishing a 2008 GSP Annual Review "warning list" of
country/tariff number pairs that could lose duty-free Generalized System of
Preferences treatment on July 1, 2009 due to exceeding the competitive need
limitation values.

Instead, each interested party is responsible for reviewing 2008 import data to
see if the 2008 import value of their pairs is close to exceeding the 2008 CNL
values. This data is available on the ITC's Web site at http://dataweb.usitc.gov.

(There are two types of CNLs — the value CNL ($135 million for 2008) and the
50% CNL (equal to or greater than 50% of the value of total U.S. 2008 imports
of the tariff number from all countries) *.)

ITC Data Must be Reviewed to Determine Whether a Waiver Petition is
Needed - CNL exclusions for July 1, 2009 will be based on full calendar year
2008 import data, which will be available in February 2009 on the ITC Web
site.

However, the 2008 data available to date should be reviewed now to determine
whether any pairs of interest are close to exceeding the 2008 CNL values, and
therefore need a CNL waiver petition to be filed.

Waiver Petitions Must be Filed by November 13, 2008 - The President has
the authority to waive both the value and the 50% CNL for a pair if an
interested party petitions for a waiver before the pair exceeds a CNL.?

Petitions requesting CNL waivers must be received by the GSP Subcommittee
no later than 5:00 p.m. on November 13, 2008 in order to be considered in the
2008 GSP Annual Review. The list of product petitions accepted for review
will be published in the Federal Register at a later date.
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Least-developed GSP beneficiary developing countries (LDBDCSs) or African Growth and Opportunity
Act (AGOA) beneficiary sub-Saharan African countries are not subject to CNLSs.

*The President also considers de minimis waivers for all GSP countries that exceed the 50% CNL for a
tariff number, if the value of total imports of that tariff number from all countries during the calendar
year did not exceed the applicable de minimis amount for the year. In such circumstances, no petition is
required to be filed. Comments on de minimis waivers will be requested after publication of a separate
Federal Register notice in February 2009.

Comments on de minimis waivers will be requested after publication of a separate Federal Register
notice in February 2009.

USTR notice (FR Pub 10/16/08) available at http://edocket.access.qpo.gov/2008/pdf/E8-24593.pdf.

Expected Effect of New CPSC Law On Textiles and Apparel - by Broker Power Inc.

The Consumer Product Safety Improvement Act (CPSIAY) contains several provisions expected to affect
textiles and apparel products, including children’s textiles and apparel.

Textile and Apparel Subject to FFA, Etc. Expected to Need General Conformity Certificates After
Nov 12" - The new legislation greatly increases the range of products that require general conformity
testing and certification for products manufactured on or after November 12, 2008, including certain
textiles and apparel.

Through general conformity certificates, usually called a “supplier’s declaration of conformity,”
manufacturers (including the importer) and the private labeler, if applicable, certify, based on testing or
a reasonable testing program that a product complies with the specific rules, standards, bans, etc.
applicable to the product.

Under the CPSIA, such certificates are not only required for products subject to a consumer product
safety rule under the Consumer Product Safety Act (CPSA) but also to any “similar” rule, standard, etc.
under any other act enforced by CPSC (e.g. the new CPSIA, Federal Hazardous Substances Act
(FHSA), Flammable Fabrics Act (FFA), etc.

The following are FFA standards for which general conformity testing and certification is expected to be
required for products manufactured on or after November 12, 2008 (note that products exempt from a
rule, standard, etc. do not require general testing and conformity certification to that rule, standard, etc.):

Standard for the Flammability of Clothing Textiles (16 CFR Part 1610). For adult and children’s
apparel and fabrics intended for use in apparel (except children's sleepwear in sizes 0 through 14).

Exemptions from the standard include (i) plain surface fabrics, regardless of fiber content, weighing 2.6
0z. or more per square yard; (ii) plain and raised surface fabrics made of acrylic, modacrylic, nylon,
olefin, polyester, wool, or any combination of these fibers, regardless of weight; (iii) certain interlinings,
hats, veils with hats, gloves, footwear, and handkerchiefs; and (iv) certain disposable diapers if tested in
a certain manner.
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Standard for the flammability of vinyl plastic film (16 CFR Part 1611). Clothing made from vinyl
plastic film and vinyl plastic film intended for use in clothing (except children's sleepwear in sizes 0
through 14).

Items exempt from this standard include certain (i) fabrics intended or sold for use in hats, gloves, and
footwear, (ii) handkerchiefs; and (ii) disposable diapers if tested in a certain manner.

Chi |l dr en 06 s(16 FReParis ®6&5aamd 1616). Children's sleepwear and fabrics and related
materials intended for use in children's sleepwear in sizes 0 through 14 are subject to other, more
stringent flammability standards.

However, certain infant garments and “tight-fitting” garments that conform to certain measurements, are
not subject to the standard.

Standard for the surface flammability of carpets and rugs (16 CFR Part 1630). Carpets and rugs are
finished products made in whole or in part of fabric or related material and intended for use or which
may reasonably be expected to be used as a floor covering. Mats, hides with natural or synthetic fibers,
and other similar products are also included.

Resilient floor coverings such as linoleum, asphalt tile and vinyl tile are not included, and a one of a
kind carpet or rug, such as an antique, an Oriental, or a hide, may be excluded from testing if certain
CPSC conditions are met.

Standard for the surface flammability of small carpets and rugs (16 CFR Part 1631). Small carpets
and rugs are any type of finished product made in whole or in part of fabric or related material, and
intended for use or which may reasonably be expected to be used as a floor covering, with no dimension
greater than 6 feet. Mats, hides with natural or synthetic fibers, and other similar products are also
included if they fit the defined dimensions, but resilient floor coverings such as linoleum, asphalt tile
and vinyl tile are not. A one of a kind carpet or rug, such as an antique, an Oriental, or a hide, may be
excluded from testing if certain CPSC conditions are met.

Standard for the flammability for mattresses and mattress pads (16 CFR Part 1632). Mattresses are
a ticking filled with a resilient material used alone or in combination with other products intended or
promoted for sleeping upon. Mattress pads are a thin, flat mat or cushion, and/or ticking filled with
resilient material for use on top of a mattress. (See 16 CFR Part 1632 for list of included and exempt
items.)

Standard for the flammability of mattress sets (16 CFR Part 1633). A mattress set is either a mattress
and foundation labeled by the manufacturer for sale as a set, or a mattress labeled by the manufacturer
for sale without any foundation.

Upcoming Third Party Testing Requi r e-nm@enCPSIAf or
imposes an additional third-party testing requirement for children’s products (designed or intended for
children 12 and under?) by requiring that every manufacturer (including an importer) and private labeler,

if applicable, of a children’s product subject to a children’s product safety rule® have such product tested

by an accredited third-party testing lab and, based on the testing, issue a certificate that the product
meets all applicable CPSC requirements. Congress set a rolling schedule under which all certification

for children’s products must eventually be based on third-party testing (estimated to be complete by
October 2, 2009).
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(Note that until the third-party testing/certification requirements become mandatory for each specific
children’s product safety rule, children’s products subject to an existing CPSA consumer product safety
rule or “similar” rule, ban, etc. (including FFA standards) must meet the requirements for general
conformity testing and certification, for goods manufactured on/after November 12, 2008.)

CPSC has previously stated that eventually, "practically all” children's products will be subject to third-
party testing and certification, so children’s textile and apparel are expected to affected.

Lead paint ban f oICPSC lmdalreddy issueddtte thipl4paotydtast dab requirements
for testing children’s products to the general lead paint ban under 16 CFR 1303 (the first children’s
product safety rule for which third-party testing and certification will be required.) Therefore, children’s
products subject to this ban, such as textile and apparel products with painted buttons, buckles, zippers,
ornaments, etc., manufactured after December 21, 2008, will need to be third-party tested/certified as
meeting this requirement.

>
o
(7]

Progressive ban on | ead @he @GPSIA ald requires aprbgredsivk bae
on children’s products containing a certain amount of lead, with the first phase beginning February 10,
2009. On this date, children’s products containing more than 600 parts per million total lead content by
weight for any part of the product (e.g., apparel snaps, rivets, buttons, zippers, eyelets, etc.) will be
considered banned hazardous substances. Therefore, 90 days after CPSC issues the third-party test lab
accreditation requirements for testing this children’s product safety rule, textiles and apparel that are
subject to the lead content ban will need to be third party tested and certified as meeting it.

Note that there are certain exceptions to the lead content ban for inaccessible parts, however, paint,
coatings, or electroplating may not be considered to be a barrier that would render lead in the substrate
inaccessible to a child, or to prevent absorption of any lead into the human body, through normal and
reasonably foreseeable use and abuse of the product. Therefore, textile and apparel products with lead in
the substrate may be affected.

Tracking Labels to be Required for -(TheiCPStAraleon 6 s T
requires tracking labels on children’s products (and packaging) designed or intended for children 12
years of age or younger, effective August 14, 2009. Such labels must enable the manufacturer (and
ultimate purchaser) to ascertain the manufacturer, location and date of production, cohort information,
etc. According to the CPSC, this tracking requirement is broad in scope and includes apparel and shoes.
(See I TTO66s Online Ar c08096KEsforBRsuMN&Y.)15/ 08 news, (F

Formaldehyde Study - Not later than 2 years after CPSIA’s enactment, the Comptroller General, in
consultation with the CPSC, must conduct a study on the use of formaldehyde in the manufacture of
textile and apparel articles, or in any component of such articles, to identify any risks to consumers
caused by the use of formaldehyde in the manufacturing of such articles, or components of such
articles.

(See the CPSIA for a complete description of its requirements related to textile and apparel products.)
'Enacted as Public Law 110-314 on August 14, 2008.
’In determining whether a consumer product is primarily intended for children 12 years of age or

younger, the CPSIA outlines certain factors to be considered, including a statement by the manufacturer
about the intended use of the product, etc.
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For the purposes of third party testing/certification, “children’s product safety rule” means “a consumer
product safety rule under the CPSIA or similar rule, regulation, standard, or ban under any other Act
enforced by the CPSC, including a rule declaring a consumer product to be a banned hazardous product
or substance.”

CPSC brief summaries of CPSIA legislation available at
http://www.cpsc.gov/about/cpsia/summaries.html

Public Law 110-314 available at http://frwebgate.access.gpo.qov/cgi-
bin/getdoc.cqgi?dbname=110 cong public laws&docid=f:publ314.110.pdf.

President Signs GSP and ATPA/ATPDEA Extensions, DR "2 for 1" Apparel
Benefit, AGOA "Abundant Supply" Repeal, Etc. - by Broker Power Inc.

On October 16, 2008, President Bush signed into law H.R. 7222, a bill to extend the Andean trade
preferences and Generalized System of Preferences programs beyond their current expiration dates, and
make various changes regarding certain African and Dominican Republic textiles. (White House press
release, dated 10/16/08, available at

http://www.whitehouse.gov/news/releases/2008/10/print/20081016-4.html.)

Customs Changes Penalties for Late Duty Payments - the JOURNAL of COMMERCE
ONLINE

Customs and Border Protection announced that it will begin collecting liquidated damages if importers
using the Automated Commercial Environment fail to pay their monthly duties on time.

The procedural change becomes effective immediately.
The system allows importers to pay a month’s worth of import duties by the 15th of the following
month. Previously Customs would require an importer that missed the deadline to file an entry summary

and estimated duties before its cargo was released.

Under the new policy, if an importer fails to pay duties in a timely manner, Customs give will give the
importer two days to pay, then assess liquidated damages against the importer’s bond.

Customs also said it would exclude delinquent importers access to ACE, requiring them to pay entry-by-
entry.

Since importers began using ACE to pay monthly duties, Customs has collected nearly $28 billion
through the system. There are currently some 15,000 ACE accounts.
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e _ All Trucks Entering Ports of LA/LB Must
: ' Have RFID Tags Starting November 1°* -

by Broker Power Inc.

The Clean Trucks Center has issued a notice outlining
certain conditions that must be met by trucks entering
the Ports of Los Angeles and Long Beach for access to
container terminals, beginning on or after November 1,
2008.

Trucks Must Have RFID Tags, be Registered with
DTR, and Affiliated with Port Concessionaire

Container terminals at the Port of Los Angeles and the Port of Long Beach are requiring all trucks to
have working Radio Frequency ldentification (RFID) tags on the vehicles; be registered in the Drayage
Truck Registry (DTR); and be affiliated with a Port Concessionaire to enter the port marine container
terminals on or after November 1, 2008.

Licensed Motor Carriers (LMCs) that serve the LA/LB container terminals must enter an RFID device
number into the DTR in order to register a truck with their concession. Each RFID tag has a number that
will be instantly read once a truck enters a marine container terminal gate. Each container terminal
monitors that information to determine whether a truck is permitted to enter.

(According to sources at the Port of Los Angeles, starting October 1, 2008, the Ports of Los Angeles
and Long Beach began denying access to LMCs that did not have an approved concession agreement
with the ports. Currently, the Port of Los Angeles is manually checking to see if such drayage trucks
have an approved agreement and are therefore permitted access to the port. The RFID tags will allow the
ports to check for an approved agreement electronically.

Sources at the Port of Long Beach stated that they issued temporary permits for trucks with approved
concession agreements. They are in the process of issuing permanent permits, which will be effective on
or after November 1, 2008.)

Instructions for Obtaining RFID Tags - The Clean Trucks Center provides the following instructions
on how to obtain an RFID tag or to order additional RFID tags:

Go to your eModal Account www.emodal.com

Log in to eModal with your user name and password

Select eModal "Trucker Check™

Select "Manage Truck"

Find the truck of interest that is already registered, or select "Add Truck"
Select "Request RFID Tag'" and follow the steps.

ocourwdE

Those having difficulties receiving RFID tags should contact eModal Trucker Check at
webmaster@emodal.com.

(Note that the Port of Los Angeles recently released a new Clean Trucks Program concession
agreement, available at http://www.portoflosangeles.org/CAAP/CTP_Concession_Agreement New.pdf)
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First Known Criminal Prosecution for Violating Engine Import Rules - by
Sandler Travis & Rosenberg PA

The U.S. Attorney’s Office in Oregon reportedly recently the first known criminal prosecution of a
company for violating the Clean Air Act’s Transition Program for Equipment Manufactures. The TPEM
regulates the importation and manufacture of equipment containing engines that do not comply with the
CAA'’s current emissions standards.

An Oregon company recently pleaded guilty to knowingly importing ten tractors from China that were
in violation of the TPEM. The company was fined $10,000, ordered to pay an additional $10,000 to a
state-run environmental fund and sentenced to three years’ probation. Press reports indicate that the
company will also be required to forfeit the tractors.

According to the U.S. Attorney’s Office this case was investigated by U.S. Immigration and Customs
Enforcement, U.S. Customs and Border Protection and the Environmental Protection Agency.

U.S. Extends Visa Waiver Program to Seven Countries - by sandler Travis &
Rosenberg PA

President Bush announced Oct. 17 that “in about a month” the U.S.
will extend the Visa Waiver Program to the Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Slovakia and South Korea. Under the :
VWP, nationals of eligible countries may travel to the U.S. without a  “mmssisssiomins
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visa provided that they (a) are traveling only for business, pleasure or ..o ... BE
transit, (b) stay in the U.S. for no more than 90 days, and (C) if  rimmemmimncs mommmmmisn Conpy o
arriving by sea or air, hold a valid ticket for return or onward travel — 7 ————— =" —— e
and enter the U.S. aboard an air or sea carrier designated as @ VWP sossusr st omocc s e
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In exchange for membership in the VWP, Bush said, these countries have agreed to “share information
about threats to our people” and require their citizens to “use a new system that requires travelers to
register online ahead of their visits to the United States.” In addition, those seeking to travel under the
VWP must have tamper-proof biometric passports.

A number of other countries are moving toward VWP membership as well, the president said, including
Bulgaria, Cyprus, Greece, Malta, Poland and Romania.

In an Oct. 17 press release Sen. Dianne Feinstein, D-Calif., said she opposes the expansion of the VWP,
which she called “the soft underbelly of this nation’s immigration system.” The VWP “allows foreign
visitors to come into our country without undergoing individual background checks, and with nothing in
place to assure that they leave when they are supposed to,” she argued. “This provides a major
opportunity for individuals who may seek to exploit our system - or do us grievous harm through acts of
terrorism.”

Feinstein noted that under current law the Department of Homeland Security cannot admit the seven
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countries listed above into the VWP unless it first (a) puts in place a fully operational electronic travel
authorization system for all travelers from VWP countries and (b) verifies the departure of 97 percent of
foreign travelers leaving U.S. airports. But the Government Accountability Office has found that neither
of these criteria have been met, and Feinstein said she will be “watching closely to ensure the
Administration meets its statutory requirements before admitting these countries in the visa waiver
program.”

Canada Allows Duty Remission for Imported

Apparel Made with Canadian Textiles
by Sandler Travis & Rosenberg PA

The Canada Border Services Agency recently issued a
memorandum outlining and explaining the conditions under which
importers may qualify for the duty remission on imported apparel
available under the Outward Processing Remission Order, which
took effect May 1, 2008. It appears that this benefit is available to
any company producing apparel for export to Canada.

The following conditions must be met for such a duty remission to be granted.

* The apparel must be produced in and shipped directly to Canada from countries or territories that are
beneficiaries of the General Preferential Tariff.

* The apparel must be produced in whole or in part from textiles produced in Canada.

* The apparel must be produced in the same country or territory to which the textiles produced in
Canada were shipped directly, without undergoing further processing outside that country or territory.

« If the textiles produced in Canada contain imported materials (a) the imported materials must be
sufficiently transformed to undergo a change in tariff classification or to be considered bleached for the
purpose of tariff classification and (b) the dutiable value of the imported materials must be less than 50
percent of the value of the textiles produced in Canada.

* No other claim for relief, refund or drawback under the customs tariff may be granted for any customs
duties paid or payable with respect to the goods on which the remission is claimed.

* The apparel must be imported within two years after the day on which the textiles produced in Canada
that were incorporated in the apparel are exported.

* A claim for remission must be made by the importer within two years after the day on which the
apparel is imported into Canada.

* The importer must provide the CBSA with any evidence or information demonstrating that the
importer is entitled to the remission.

If these criteria are met, a duty remission may be granted in an amount equal to the lesser of (a) the
value of the textiles produced in Canada and incorporated in the imported apparel and (b) the customs
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duties paid or payable on the imported apparel. For example, if a qualifying apparel item has a dutiable
value of $100 and is subject to an 18 percent duty rate (hence a maximum duty of $18), the amount of
duties that could be remitted would be (a) $15 if the value of the textiles produced in Canada that are
incorporated into the imported apparel is $15 and (b) $18 if the value of the textiles produced in Canada
that are incorporated into the imported apparel is, for example, $30. The CBSA notes that the amount of
remission available is applicable only to the specific importation at issue and is not transferable to any
other.

Only customs duties paid or payable under the customs tariff may be relieved under this order. It does
not apply to surtaxes or temporary duties levied under the customs tariff or to duties levied under the
Special Import Measures Act or the Goods and Services Tax/Harmonized Sales Tax.

u. S to Advance Imported Food Safety Efforts by Opening Foreign Offices
- by Sandler Travis & Rosenberg PA

The Food and Drug Administration announced Oct. 16 that
it is advancing its efforts to ensure the safety of imported
food by opening offices in several foreign locations over
. the next few months. The FDA also renewed its call for
Congress to give it additional statutory authority to regulate
food imports.

‘ China, India Lead List for FDA Overseas Expansion.
“The globahzatlon of the food supply and medical product manufacturing has demanded that we do
things differently,” FDA Commissioner Andrew von Eschenbach said in a press release. “Through our
Beyond our Borders initiative, we won’t have to send our experts to another country to work with
foreign governments and regulated industry to improve our oversight -- we’ll have staff living there and
working on the ground 365 days a year.” Von Eschenbach said the FDA is moving beyond its previous
policy of relying primarily on inspections at the border, which is “an approach that has not kept up with
the exponential growth in global commerce.”

China and India are the FDA’s top priorities for establishing an overseas presence. Having recently
secured formal approval from the Chinese government, the FDA will open an office in Beijing by the
end of 2008 and post additional staff there in 2009. Also next year the FDA expects to open offices in
Shanghai and Guangzhou. In India, although formal approval has not yet been obtained, the FDA hopes
to open an office in New Delhi this year and at least one additional office, possibly in Mumbai, in 2009.
In both nations FDA personnel will work to improve safety efforts with local authorities as well as
industries that ship food and medical products to the U.S. Activities will include providing technical
advice, conducting additional inspections and working with government agencies and private sector
entities interested in developing certification programs.

The FDA is looking to expand to other regions as well. It plans to open offices in Europe and Latin
America before the end of 2008 and in the Middle East in early to mid-2009. Agency officials are also
working to conclude this year memoranda of understanding with Belize, Costa Rica, the Dominican
Republic, El Salvador, Guatemala, Honduras, Mexico, Nicaragua and Panama. These agreements will
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outline collaborative efforts to improve food safety, which could include information-sharing on
regulatory systems, joint workshops and training on the safety of food and medical products, and joint
training on food-borne illnesses and the oversight of food traded internationally.

FDA Wants Additional Statutory Authority. The establishment of overseas FDA offices was one of
the many recommendations in the Import Safety Action Plan issued last fall. Implementing some of the
plan’s other proposals, however, will require new authorities to be granted by Congress. According to
the press release these include (a) authorizing the FDA to accredit highly qualified third parties to
evaluate compliance with FDA requirements, (b) authorizing the FDA to require certification of
designated high-risk products as an additional condition of importation, (c) authority to refuse imports
from firms that delay, limit or deny FDA access to their facilities and (d) empowering the FDA to issue
mandatory recalls of food products when voluntary recalls are not effective.

On July 31 a bill (S. 3385) was introduced in the Senate that would grant most of these authorities and
impose a number of other new requirements regarding imported food safety. These include registration
of food facilities and importers, a foreign supplier verification program, a voluntary qualified importer
program, foreign facility inspections and prior notice of imports. While no congressional action is
expected on the bill this year, it could serve as the basis for legislative efforts on food safety in 20009.
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