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1. The HS Review Sub-Committee held its 27" Session from 24 March to 3 April 2003

which was preceded by the 1% Session of the Working Group (19 to 21 March 2003) at the
Headquarters of the World Customs Organization in Brussels, and o 15 May 2003, when the
report was read. The meeting was chaired by Mr. D. BECK (USA). The report reading was
chaired by Mr. C.E. (Ed) DE JONG (Netherlands).

2. The following 40 WCO Members and one Customs or Economic Union were
represented :
Members
AUSTRALIA JORDAN
BANGLADESH KAZAKHSTAN
BELGIUM LIBYAN ARAB JAMAHIRIYA
BENIN MADAGASCAR
BRAZIL MALAYSIA
CAMEROON NETHERLANDS
CANADA NIGERIA
CHINA (People’s Rep.) NORWAY
COLOMBIA POLAND
CONGO (Dem. Rep.) ROMANIA
CZECH Rep. RUSSIAN FEDERATION
EGYPT SENEGAL
ETHIOPIA SLOVAKIA
FRANCE SOUTH AFRICA
GERMANY SUDAN
INDIA SWITZERLAND
INDONESIA THAILAND
IRELAND UNITED KINGDOM
ISRAEL UNITED STATES
JAPAN VIETNAM

Note : Shaded parts will be removed when documents are placed on the WCO documentation database available to the

public.
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Customs or Economic Union

EUROPEAN COMMUNITY (EC).
3. The following international organisations were represented by observers :

INTERNATIONAL CHAMBER OF COMMERCE
INTERNATIONAL NETWORK FOR BAMBOO AND RATTAN

4. The list of participants in the meeting is reproduced at Annex H.
|. AGENDA
5. The Review Sub-Committee decided to delete Items Ill.A.5 and 111.C.11 (see

Annexes C/5 and E/11), and to postpone the examination of Item IIl.A.14 until its next
session (see Annex C/13).

6. Subject to the above amendment, the Review Sub-Committee adopted the Agenda,
which is reproduced at Annex A.

II. QUESTIONS EXAMINED BY THE REVIEW SUB-COMMITTEE

7. The comments made during the discussions and the conclusions reached by the Sub-
Committee on the various agenda items are set out at Annexes B to F to this Report.

8. The 1% Working Group of the Review Sub-Committee met to discuss the proposals
made by the EE, , the URItEAISEAIES and the Secretariat with regard to the information
technology products provided for in Chapters 84, 85 and 90 of the HS Nomenclature. A
summary of the discussions at the 1% Session of the Working Group is set out in Annex G to
this Report.

. OTHER

9. Mr. H. KAPPLER, the Director of Tariff and Trade Affairs, informed the Sub-Committee
that June 30, 2003, would be the final date for the submission of any comments by
administrations for consideration by the 28™ Session of the Sub-Committee. He stated that it
was essential that these comments be submitted no later than that date so that the
Secretariat would be able to provide these proposals in a timely manner to the other
administrations for the next RSC session.

10. The Sub-Committee also agreed that the final date for new proposals for the current

review cycle should be June 30, 2003. As the Director reminded the Sub-Committee, only
two more sessions remained in this review cycle to finalise the proposed amendments.

D. BECK,
Chairperson

2./Rev.
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AGENDA FOR THE 27™ SESSION

OF THE HARMONIZED SYSTEM REVIEW SUB-COMMITTEE

(from 24 March to 3 April 2003)

Subject

ADOPTION OF THE AGENDA

Agenda

GENERAL QUESTIONS

1. Decisions taken by the Harmonized System Committee at its
30" Session affecting the work of the Review Sub-Committee

2. Possible deletion of headin('Js/subheadings with a small volume of

trade (Comments by the

Administration and the

International Nickel Study Group)

TECHNICAL QUESTIONS

A.  FURTHER STUDIES

1.

Consideration of the work of the 1% Session of the Working
Group

Possible amendments to the Nomenclature regarding the
classification of waffles

Possible amendments to the Nomenclature regarding the
classification of sauces

Proposal by the B8 Administration to amend the
Nomenclature and Explanatory Note to heading 38.21

Possible amendment of the structured nomenclature to
heading 39.20 to provide for banknote substrates of plastics
(Proposal by the h Administration)

Possible amendments to the Explanatory Notes to Chapter 41

Annexes

B/1

B/2

Ci, G

C/2, FI2

C/3, F/1

Cl4, F/3

C/5

Cl6, Fl4

A/l.
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11.

12.

13.

14.

15.

16.
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Agenda Subject
ltem
Number
7. Possible amendment of the Explanatory Notes to headings

61.03 and 61.04

Possible amendments to the Explanatory Notes to correct
certain texts and to align the English and French versions

Possible alignment of the French and English texts of Note 9
to Chapter 71 (Proposal by the E€)

Possible amendments to the structured nomenclature to
headings 73.04 and 73.06 (Proposal by the E€)

Deleted

Proposal by the B8 Administration to merge headings 95.01
to 95.03 into a single heading for toys

Possible amendment of the structured nomenclature to
heading 29.41 and the Explanatory Notes to Chapter 29
(Proposal by the MéXiéall Administration)

Possible amendments to the structured nomenclature to
heading 38.24 (Proposal by UNEP)

Possible creation of a new Note to Chapter 69 to define the
term “refractory” (Proposal by the ﬁ Administration)

Possible amendments to the Nomenclature and the

Explanatory Notes regarding the classification of controller

units for anti-lock braking systems (ABS) (Proposal by the
Administration)

Possible amendments to the structured nomenclature to
heading 90.30 (Proposal by the B8 Administration)

NEW QUESTIONS

1.

Possible amendment of subheading 0406.40 to cover “blue-
veined” and similar cheeses

Possible amendment of the Explanatory Notes to clarify the
classification of sheet-fed presses (Proposal by the h
Administration)

Annexes

C/7, FI5

C/8

C/9, FI6

C/10, F/7

C/11, F/8

C/12

C/13

C/14

C/15

C/16

D/1, F/9

D/2
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10

11.

12.

13.

14.

15.

16.
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Subject

Possible amendment of heading 84.22 with regard to the use
of the terms “packing” and “packaging”

Amendments to the Nomenclature and to the Explanatory
Notes to correct certain texts

Proposal by the Gafadian Administration to create a new
Subheading Note to Chapter 39 with regard to multi-layered
sheets of plastics

Proposal by the E@ to create new subheadings for bluefin
tuna in heading 03.01 and swordfish and toothfish in headings
03.02, 03.03 and 03.04

Possible amendment of the Nomenclature to Chapter 44
(Proposal by the EG)

Possible amendment of Note 7 (c) to Section XI (Proposal by

the EG)

Revision of Chapters 54 and 55 (Proposal by the EG)

Possible amendments to the Nomenclature and Explanatory
Note to heading 61.15 (Proposal by the E@)

Possible amendments to headings 85.35 and 85.36 (Proposal
by the EG)

Possible creation of a new heading for semiconductor and flat
panel display manufacturing equipment (Proposals by the U8
and the EC)

Deleted

Possible amendment of heading 28.23 with regard to titanium
dioxide (Proposal by the E@)

Possible amendments to Subheading 8543.30 and the
Explanatory Note to heading 85.43 to align the French on the
English texts

Possible deletion of subheadings 0105.92 and 0105.93
(Proposal by the EG)

Annexes

D/3

D/4, F/12

D/5, F/13

D/6, F/14

D/7, FI15

D/8

D/9, F/17

D/10, F/18

D/11, F/24

D/12, F/25

D/13

D/14
F/19, F/20

D/15, F/21

A/3.
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18.

19.
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Agenda Subject
ltem
Number
17. Possible amendment of the Nomenclature and the

Explanatory Note to heading 90.21

Possible amendments to subheading 2529.10 and the
relevant Explanatory Notes with regard to the term "felspar”
(Proposal by the EQ)

Possible alignment of the French and English texts of
Subheading Note 1 to Chapter 16, Subheading Notes 1 and 2
to Chapter 20 and Note 3 to Chapter 21 (Proposal by the E€)

COMPREHENSIVE REVIEW OF THE EXPLANATORY NOTES

1.

10.

11.

Possible amendment of the Explanatory Notes to headings
84.01 to 84.29

Possible amendment of the Explanatory Notes to headings
84.30 to 84.40

Possible amendment of the Explanatory Notes to headings
84.41 to 84.59

Possible amendment of the Explanatory Notes to headings
84.60 to 84.85

Possible amendment of the Explanatory Notes to headings
85.01 to 85.16

Possible amendment of the Explanatory Notes to headings
85.17 to 85.22

Possible amendment of the Explanatory Notes to headings
85.23 t0 85.48

Possible amendment of the Explanatory Notes to Chapter 87

Possible amendment of the Explanatory Notes to headings
90.01 to 90.10

Possible amendment of the Explanatory Notes to headings
90.11 to 90.33

Possible amendment of the Explanatory Note to heading
29.35

Annexes

D/16

D/18
F/10, F/11

D/18, F/16

E/1, F/26

E/2, FI27

E/3, F/28

E/4, F/29

E/5, F/30

E/6, F/31

E/7, FI32

E/8, F/33

E/9, F/34

E/10, F/35

E/11



Agenda
ltem

Number

12.

13.

14.

15.
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Subject

Possible amendment of the Explanatory Note to heading
29.37

Possible amendment of the Explanatory Note to heading
29.41

Possible amendment of the Explanatory Note to heading
30.02

Possible amendment of the Explanatory Notes to headings
84.33 and 87.01 to clarify the classification of riding lawn-
mowers

Annexes

E/12, F/23

E/13, F/22

E/14

E/15

A/S.
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ANNEX B
GENERAL QUESTIONS
Working Subject Classification E.N. Nomenclature
Doc. Opinions amendments amendments
1 2 3 4 5
NRO340E1 | Decisions taken by the

Harmonized System
Committee at its

30" Session affecting the
work of the Review Sub-
Committee

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

The Chairperson briefly summarised the decisions taken by the HSC at its 30" Session
and the pending questions affecting the work of the RSC.

The Sub-Committee took note of the developments in the HSC.

B/1.



Annex B/2 to Doc. NRO400E3
(RSC/27/May 2003)

1 2

NRO365E1 Possible deletion of headings/subheadings with a small volume of trade
(Comments by the i Administration and the International Nickel

Study Group).

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

Opening the discussion of this agenda item, the E€ Delegate stated that he was quite
supportive of deleting headings/subheadings with a small volume of trade with a view to the
simplification of the Harmonized System, but noted that reactions from industry were divided
in this respect. The E@ would provide written comments for the next meeting.

Other delegates indicated that they were still in the process of consultation with
industry and related agencies. Some delegates observed that, on the basis of more recent
data, the volume of trade for certain headings or subheadings might be higher than that
shown in Doc. NRO270E1 (RSC/26). Nonetheless, all delegates who spoke indicated that
they would submit their observations as soon as possible.

The Director informed the Sub-Committee that Doc. NRO365E1 was basically an
information document. For the next meeting, during which decisions should be taken with
respect to the headings or subheadings to be deleted, the Secretariat would hopefully be
able to provide data including the year 2001. This information would be distributed as soon
as possible. He also expressed the view that the loss of detail of statistical information
should not be a reason to justify the retention of a heading or subheading.

In concluding this issue, the Chairperson invited administrations to provide their
comments as soon as possible.

B/2/Rev.
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ANNEX C
TECHNICAL QUESTIONS
Working Subject Classification E.N. Nomenclature
Doc. Opinions amendments amendments
1 2 3 4 5

Consideration of the work of
the 1% Session of the
Working Group

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

The Chairperson gave a brief report to the Sub-Committee on the 1% Session of the
Working Group which was held from 19 to 21 March 2003. He noted that the discussions at
the 1% Session had been based on Doc. NRO334E1 which provided a synthesis of the
proposals made by the E€, Japan, the URitedIStates and the Secretariat with regard to the
information technology products provided for in Chapters 84, 85 and 90 of the HS
Nomenclature. Although the structure for the amendments was different in each of the
proposals, the Chairperson noted that the discussions of the various proposals had revealed
that there was a growing consensus on amendments for certain categories of goods. He
concluded that, despite the substantial amount of work that remained, there was a desire to
complete amendments in this area for purposes of the current review cycle. The
Chairperson then asked the Sub-Committee to provide its views on what should be the next
step in this process.

The Director reminded the Sub-Committee that the review by the RSC must be
completed by its meeting in the Spring of 2004 in order to present the proposed amendments
to the Committee and to the Council in June 2004. In view of this, he stated that certain
issues needed to be discussed at this session.

First, it was necessary to discuss how progress could be made on the questions
related to the information technology provisions of the Harmonized System. In this respect,
the “status quo” would be considered a failure because it was apparent that no one was
satisfied with the current situation. He was of the view that it was time to clarify the
proposals and to look to appropriate solutions. Accordingly, a lot of work would have to be
accomplished during the intersession, and the Sub-Committee was going to have to discuss
how compromises and consensus could be reached.

In order to move forward, the Director stated that the Sub-Committee would have to
discuss whether additional meetings of the Working Group or, perhaps, informal meetings of
the administrations that had proposed the amendments should be held. He indicated that it
would be essential for the RSC to finalise the proposals before submitting them to the
Committee.

C/1/1.
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OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (contd.)

He then asked what the Sub-Committee wanted from the Secretariat in order to further
this process, such as an updated matrix or a document on the list of items for which there
appeared to be consensus. He viewed this next step in the discussions as one that required
positive input from all of the major proponents of amendments in order to develop a
constructive approach for addressing the most pressing questions. He then indicated that, if
substantial progress could be made by agreement on the approach and the identification of
the amendments to be made, he could approach the Council in June with a request for
additional time to complete the review cycle. However, there would be no point in requesting
more time if no such progress had been made.

Finally, the Director stated that the Sub-Committee needed to establish a cut-off date
for new proposals for the review cycle. If the implementation date for the amendments
remains 2007, he suggested that May 2003 should be the cut-off date because of the
substantial number of outstanding items currently on the RSC agenda.

In response to the Secretariat's comments, delegates were in agreement that progress
must be made by September and that informal intersessional meetings among the
proponents of the amendments would be necessary and welcome. Delegates agreed that
there was a need for change in order to serve the concerns of industry, trade, the
administrations and the WCO. Delegates also indicated that, in principle, they wanted to
pursue this goal within the time frame for the current review cycle. In order to do this,
consensus must be reached by the principal proponents of the amendments, both as to the
approach and on the specific texts for the amendments.

Although different approaches had been taken by administrations in order to resolve
the problems associated with the classification of products in the area of information
technology, delegates did indicate that they were familiar with the key problem areas (e.g.,
printing machines, Note 5 to Chapter 84, communications equipment) and, more importantly,
that there was some agreement with regard to specific products. One delegate indicated that
it would be necessary to reach agreement on the definition of certain terms, such as “data”
and “software”, and to reach consensus on the structure for categories of accessories and
units, such as monitors and media, as well as printers.

One delegate commented that it was necessary to examine the fundamental problems
facing the Nomenclature and to clarify why certain proposals were necessary. Another
delegate noted that, although we did not have the time to examine proposals from the
beginning, we did have a nucleus of proposals that were all directed at resolving these
problems. All of the delegates felt that success and consensus could only be achieved if the
proponents exercised a willingness to be flexible and to compromise.

As a practical method for building consensus, the Sub-Committee agreed that the use
of small, informal groups, together with the assistance of the Secretariat in providing
documents and venues, if necessary, was necessary and advisable. As one delegate noted,
the complexity of the information technology sector did not lend itself to a large meeting,
whether formal or informal. Therefore, the initial progress toward consensus would have to
come from those administrations that had submitted the major proposals for amendments.

C/1/2.



11.

12.

13.

14,

15.

Annex C/1 to Doc. NRO400OE3
(RSC/27/May 2003)

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (contd.)

Finally, he suggested that the Secretariat, in addition to assisting and participating in the
work of the informal groups, should also take an active role in making the other
administrations aware of developments.

As one delegate commented, the role of many developing countries has been
somewhat limited. He suggested that the Secretariat try to inform these administrations of
the importance of the issues and the nature of the changes that could be made. The Director
responded favourably and indicated that the Secretariat would send letters to these
administrations and perhaps even open a special page on the discussion forum on the
Members Web site to encourage informal discussion of the Hi-Tech proposals.

The Delegates of the E€, Japaf and the URitedIStates indicated that they were

committed to seeking a common approach, hopefully by May of this year, and that they fully
intended to listen, consider compromises, and make changes in their proposals, where
possible, in order to build consensus. Other delegates pledged their best efforts to assist in
this process.

Finally, the Sub-Committee agreed that the cut-off date for new submissions for the
current review cycle would be June 30, 2003.

The Sub-Committee concluded that the HS Committee be asked to take note of these
discussions and proposals for reaching consensus on the approach and the amendments to
be proposed for the information technology products. Further, the Sub-Committee agreed
that, for purposes of the report to the Committee, a summary of the technical discussions in
the formal Working Group of the Review Sub-Committee should be submitted to the
Committee.

A summary of the discussions of the 1** Session of the Working Group is, accordingly,
reproduced in Annex G to this report.

C/1/3.
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1 2 4 5
NRO341E1 Possible amendments to the Nomenclature See Annex See Annex
regarding the classification of waffles. F/2. F/2.

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

In opening the discussion of this agenda item, one delegate informed the Sub-
Committee that his administration could accept the new proposal, including separate
subheadings for waffles with a water content not exceeding 20 percent and for waffles with a

water content exceeding 20 percent. As to the comments from CAOBISCONASSociationof
*), which had been distributed as a

“non-paper” at the beginning of the meeting, he wondered whether the intention of the
proposed 10 percent limit was to distinguish between waffles and wafers or between
traditional waffles and frozen waffles. If the former was the case, separate subheadings
could be introduced for “waffles” and “wafers”, respectively.

The E@ Delegate pointed out that the existing Explanatory Note to heading 19.05
specified a 10 percent water content limit, and after having introduced the comments from
h, confirmed that he was in favour of the 10 percent demarcation line. However,
he could also accept the status quo — entailing no split of present subheading 1905.30.

The B8 Delegate could not find any justification for the proposed 10 percent limit
proposed by GROBISEB. The six different types of waffles his administration had tested in
conjunction with the classification dispute on “KelloggSIEGUOEfozen Naitles” showed that
shelf-stable waffles normally had a water content between 10 percent and 13.7 percent. It
had always been a basic principle in the HS Nomenclature to establish borderlines where no
products existed. A 10 percent limit would create an “overlap”, resulting in the classification
of waffles in two different subheadings. The B8 Delegate also questioned the proposed 20
percent limit. He was aware that the intention of this proposal was to distinguish between
frozen waffles and other waffles, but wondered whether there was enough trade in frozen
waffles to justify the proposed subheadings. The market for such waffles was limited and
exporters were not shipping as many as they had anticipated.

At this point, the Director emphasised that this item had been on the Agenda for a long
time. In his opinion the Sub-Committee had reached a consensus at its last session to
introduce the subheadings at issue and the only matter that was left had been to consult the
industry with regard to the water content proposals in square brackets before final agreement
on the texts. As to the proposal from one administration to introduce names (“waffles” and
“wafers”) instead of water content limits, he noted that such names were used differently in
different parts of the world and that translation into third languages would cause additional
problems.

The Director further expressed the view that the non-paper from CAOBISEO had
shifted the nature of the discussion from using the proposed water content criterion to

C/2/1/Rev.
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OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (contd.)

distinguish between frozen and other waffles to distinguish between waffles and wafers. He
felt that administrations would need more time to consider this new proposal and suggested
that the Sub-Committee return to this question at its next session after administrations had
had the opportunity to consult their industries.

After further discussions the Sub-Committee finally agreed to put both the 10% and
20% (by weight) criteria in square brackets in order to give administrations time to once more
consult their industries, and to see whether any of the proposed water content limits worked
to distinguish significant product groupings.

The texts under consideration are set out in Annex F/2 to this Report.

C/2/2.
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1 2 4 5
NRO342E1 Possible amendments to the See Annex F/1. | See Annex F/1.
Nomenclature regarding the classification
of sauces.

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

In opening the discussion of this agenda item, the E@ Delegate emphasised that the

was not searching for a legal definition of sauces. However, in order to decide whether a
product should be classified as fruit or vegetables presented or prepared in a sauce
(Chapter 20) - or as a (containing pieces of fruit or vegetables) sauce of heading 21.03,
some legal certainty was needed in order to ensure uniform and equal application of the HS
Nomenclature at the international level, legal certainty for traders and to facilitate trade.
Under the present situation a given product could be classified in Chapter 20 in the exporting
country and in heading 21.03 in the importing country — depending on whether the product
was classified on the basis of its composition or its name.

Another delegate was clearly opposed to the idea of creating a legal Note for sauces.
He drew the Sub-Committee’s attention to the non-paper his administration had distributed
informally at the request of the trade. The non-paper expressed opposition to any humerical
standards that would restrict the scope of heading 21.03, and was based on submissions
from the Federation of the Condiment Sauce Industries, Mustard and Fruit and Vegetables
Prepared in Oil and Vinegar of the European Union (Fédération des Industries des Sauces
Condimentaires, de la Moutarde et des Fruits et Legumes Preparés a I'Huile et au Vinaigre
de I'Union Européenne); the Grocery Manufacturers of America; and independent companies
in Australia and Canada. In his mind it was important to realise that different cultures saw
sauces in different ways, and that it was not necessary to create legal definitions for every
agricultural product in the HS Nomenclature. Imposing legal limits on the scope of sauces
would also be contrary to the views of industry. Moreover, he saw various problems with the
EE proposal, e.g., with regard to the expression “visible pieces” of fruit or vegetables. In
many sauces such pieces could only be recognised by their orange or green colour, and not
whether they constituted bits of, e.g., carrots or broccoli. He also drew the Sub-Committee’s
attention to the fact that heading 21.03 covered preparations for sauces and questioned
whether any legal definition for sauces would also apply to such products. A third delegate
supported this view. He was not in favour of a quantitative criterion and, in addition, pointed
out that the term “normally” in the proposed definition would create a loophole which could be
challenged in the courts.

In response to the concerns raised, the Delegate of the E€ underscored that his
proposal was based on the existing Explanatory Note to heading 21.03 (first sentence, third
paragraph, page 178) and that the only difference was the introduction of the 40 % limit on
fruit and vegetables. He reminded the Sub-Committee that administrations had been invited
to submit new ideas in order to make progress on this issue. He was therefore prepared to
raise the proposed numerical limit from 40 % to 45 % in order to reach consensus. He felt
that the new limit of 45 % solid matter would cover most of the products on the market and
would give traders legal certainty on the way in which these products would be cleared.
Without this he felt that there would be a danger of differing classifications. If the HS

C/3/1/Rev.
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OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (contd.)

Committee could not reach consensus, the E€ would not insist on its proposal and would be
prepared to abandon it.

After further discussion, the Sub-Committee finally agreed that there were reasons for
placing this new proposal in square brackets (with the "45 %" criterion also in square
brackets) and to send it to the HS Committee for final decision. The texts placed in square
brackets are reproduced in Annex F/1 to this Report.

C/3/2/Rev.
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1

2

5

NRO343E1

Proposal by the I8 Administration to amend the
Nomenclature and Explanatory Note to heading 38.21.

See Annex F/3.

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

The Review Sub-Committee approved the draft text recommended by the Scientific
Sub-Committee without modification. The Sub-Committee also instructed the Secretariat to
prepare draft amendments to the Explanatory Notes for examination at its next session, on
the basis of the recommendation made by Scientific Sub-Committee as mentioned in
paragraph 18 of Doc. NRO343EL1.

The text approved by the Sub-Committee is set out in Annex F/3 to this Report.

C/4/Rev.
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1 2

NRO344E1 Possible amendment of the structured nomenclature to heading 39.20 to
provide for banknote substrates of plastics (Proposal by the h
Administration).

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

At the request of the [AliStfalian Administration, the Sub-Committee agreed to delete
this item from the Agenda.

C/5.
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1 2 4
NRO345E1 Possible amendments to the Explanatory Notes to See Annex F/4.
Chapter 41.

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

At the outset of the discussion on this agenda item, the B8 Delegate, while expressing
support for the proposed amendments, suggested that the reference to “reversible light
tanning” in Part (1) be replaced by “reversible tanning” for the sake of consistency with the
terminology used in Note 2 (A) to Chapter 41. The reference to “physical strength” could
also be deleted from Part (ll) as, according to the industry, tanning did not enhance the
physical strength of the resultant leather. With respect to the expression “and will not
denature at 100 °C”, he found it difficult to indicate a precise temperature threshold at which
fully tanned hides and skins would not denature. He, therefore, suggested that this
expression be removed from the last sentence of the proposed new text of the first
paragraph in Part (II).

The Gahadiall Delegate concurred with the view expressed by the B8 Delegate.
Moreover, he suggested deleting the whole last sentence of the proposed new text in
part (1), since there would no longer be a definition of the term “resistance” with the change
proposed by the US.

The E€ Delegate, on the other hand, questioned the purpose of the proposed
amendments and regretted that the Secretariat had not prepared several options as
requested by the Sub-Committee at its 26" Session. Although the proposal was basically a
redraft of the current texts, he had noted that it contained terminology which was not used in
Note 2 to Chapter 41. He considered that the status quo would, therefore, be a better option.
Besides the fact that the Committee had not accepted an amendment to the legal text,
pretanning was not excluded from headings 41.04 to 41.06. Moreover, in some countries
"pretanning" was also called "tanning"”. The only criterion to be applied when considering the
scope of headings 41.01 to 41.03 on the one hand, and headings 41.04 to 41.06, on the
other, was the irreversibility criterion.

In his view, there was no need to delete a description of processes prior to tanning
from Part (II) and to include this text in Part (I) since there was no actual change to the
present wording of this description. Besides, he saw no benefit from inserting a reference to
“permanent chemical change” in view of the fact that pretanned hides and skins would
require further tanning before finishing as mentioned in Part (I). Therefore, in his view, these
expressions were vague and unnecessary.

Responding to the concerns raised, the B8 Delegate stated that the description of
processes prior to tanning should be included in Part (1), as this part dealt with untanned
hides and skins and these processes took place when the hides and skins were raw, i.e.,
before undergoing tanning. He further observed that although the criterion of reversibility
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was included in Note 2 (A), so far no clarification of this criterion had been provided in the
Explanatory Notes.

At this point it was observed by the Secretariat that there might be a non-alignment
between the French and the English versions of the proposed text. In the French version the
expression “une opération de tannage réversible (y compris un prétannage)” should read
“une opération de tannage (y compris un prétannage) réversible”.

Taking into account the lack of consensus on this issue, the Sub-Committee decided to
submit two options to the Harmonized System Committee for decision; Option 1 being to
maintain the status quo and Option 2 being to amend the General Explanatory Notes to
Chapter 41 as proposed in the Annex to Doc. NRO345E1, subject to the modifications
proposed by the Delegates of [iellS and Gafada described in paragraphs 1 and 2 above,
as well to the corrections with regard to the French text outlined in paragraph 6 above. The
texts with regard to Option 2, which were placed in square brackets, are set out in Annex F/4
to this Report.

Finally, the Director invited delegates to provide information on whether or not there

were products traded internationally, which would be affected by the amendments in
guestion.
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Notes to headings 61.03 and 61.04.

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Fr.)

The Sub-Committee unanimously accepted the proposed amendments to the French
text of the Explanatory Note to heading 61.03.

With regard to the Explanatory Note to heading 61.04, the Sub-Committee agreed to
accept Option 1, subject to inserting the expression “women’s or girls” before “suit” in the first
sentence of the proposed new second paragraph of the English version, in order to improve
the clarity of the text.

In terms of the possible amendment to Note 3 (a) to Chapter 61, proposed only for the
French version and in the sole interests of aligning both versions, the Sub-Committee
decided to retain this proposal in square brackets for examination by the HS Committee at its
next session.

The texts approved as well as the proposal placed in square brackets are set out in
Annex F/5 to this Report.
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OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Eng.)

After the Chairperson had introduced the working documents, the E€ Delegate
explained his position as indicated in Doc. NRO393EL1 that the texts at issue should not be
amended, since there had never been problems of interpretation with them. Moreover, the
two adjectives at issue (i.e., “other” and “similar”) were not contradictory but complementary
and could, therefore, be used in both languages without problem. In addition, the proposed
amendments might imply a change in scope in some cases. The Delegate of
seconded this view.

Some English speaking delegates, on the other hand, found that the combination of
“other” and “similar” was awkward and might cause confusion. They could accept the
proposed amendments, but were prepared to maintain the status quo if these amendments
would create a major problem for other delegations.

The Chairperson, noting that there was no consensus that the Explanatory Notes

should be amended, suggested that the Sub-Committee close its discussion of this matter
without recommending such amendments. The Sub-Committee agreed.
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NRO328E1 Possible alignment of the French and English texts of See Annex F/6.
(RSC/26) Note 9 to Chapter 71 (Proposal by the EC).

NRO348E1

OBSERVATIONS OF THE REVIEW SUB-COMMITTEE (O. Fr.)

The EC Delegate introduced this question by stating that, as already pointed out, there
was not a problem of a lack of alignment between the two versions of the text, but rather that
the content of the last paragraph in the French version of this Note did not appear in the
English version, neither in this part of the Note nor in the previous paragraphs. This could
result in misclassification by administrations using working languages other than those of the
Harmonized System. He could also agree with the alternative text proposed by the United
States in Doc. NC0348E1, which also allayed his concerns.