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A Case Study on Violation of the Direct Transport
Rules of FTA

Lim Suk Mi

Department of International Commerce and Logistics,

Graduate School, Pukyong National University

Abstract

In principle, FTA preferential tariff is applied to the originating
goods only when the goods are directly transported to and from
the FTA agreed parties.

FTA is' a bilateral agreement which grants  preferential
treatment only. to those agreed parties, so nen—originating goods
of non—FTA countries cannot and must not benefit from this
preferential tariff.

In other words, if the goods are not transported directly, these
goods must not enjoy the preferential tariff even though they are
assumed to be FTA originating goods.

Most companies who take advantage of the FTA tend to have a
misconception on the comprehensive principle behind origin of
goods perceiving that the importance is limited to the place of

origin and not the direct transport aspect of this requirement.

Collection @ pknu



Furthermore. claims are made that originating goods are
transported directly without substantiating evidence to support this
claim.

All eleven FTA agreements made with Korea defines on Direct
Transport Rules and supporting Documents to prove this.

In this study, the Direct Transport Rules and Documents of
each FTAs are compared and arranged on the basis of written
agreements. Also, appeal cases are collected as well as simulated
cases are illustrated to-aid the understanding of the principles.

It is hoped that this study will be of some assistance in
preventing infringement on origin of goods and preferential tariff
caused by violation of Direct Transport Rules and failure to submit

Documents' under post—verification.
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A good shall not be considered to be an
originating good by reason of having undergone
production that satisfies the requirements of
Article 4.2, if, subsequent to that production, the
good outside the territories of the Parties:
(a)undergoes  further  production or  any
Article 4.12: operation, other than unloading, reloading,
Transhipment crating, packing and repacking or any other
operation necessary to preserve it in good
condition or to transport the good to the
territory of a Party; or
(b)does not remain under the control or
observation of the customs authority in the
territory of the non—Party.

AR OFUTERe e $85 AR AR E
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59% tlsef #4E o748 =5 A7|H HE3
35

Ariticle 4.15 : | A good shall not be considered to be an
Direct originating good of a Party by reason of having
Consignment | undergone production that satisfies the
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requirements of Article 4.2, if, subsequent to that
production:
(a) The good is not transported directly to the
territory of the other Party; or
(b) where the good is shipped through or
transshipped in the territory of a country
that is not a Party under this Agreement,
the importer has failed to meet the
requirements stipulated in paragraph (c) of
Article 5.9

e ARTAYYE

A R ag el ke iy

o

o ‘B3 olgt &8 T=AESE FaRlelA FF
TR B AFIAUFEARTE Fadowe] A47 B
A1 A8 sl $EARe ool el 4F =
9] L ged e5NRF Sls A% st S 9
o] BolA = AL W),
(a) “‘consignment” means products, which are
either . sent simultaneously: from one exporter
Annex [ to. one. consignee .or  covered by a single
Article 1 transport.document - covering their shipment
Definitions from the exporter to the consignee or, in the
absence of such a ocument, by a single
invoice;
1. o] g4 #48¥ Sdldl$= o FH5A49 21
55t ganas fPARTAAY dd5 1
v | A7 eHEE AFOT AR T2 1 A
B of sl AU, HFEBY ¥el Bt JES IE
il @ AHE mess] gsel sl 498 A0
A4S AAA ohlB B, WA JIL 7
fotel 41 4 Atk 1 0EN 1 AFL A
S Ao 7hA) atol glolob g,
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L RRARRIAT 997 1 99 99 I

1. The preferential treatment provided for under
this greement applies only to products,
satisfying the requirements of this Annex,
which are transported directly between Korea
and an EFTA State. However, products may be
transported through territories of non—parties,
provided that they do not undergo operations
other than unloading, reloading,  splitting—up of
consignments or any operation. designed to

A I : ¥ ) .
Qnex preserve them i1n good condition. ‘During this
Article 14 : k
Direct period the products shall remain under customs
control in the country of transit.
Transport

2. The importer | shall upon request supply the
appropriate evidence that the conditions set out
in paragraph 1 have been @ fulfilled, to the
customs+authority in accordance with the laws
and regulations of the importing Party.

3. For the purpose of application of paragraph 1,
originating products may be transported by
pipeline across territories other than that of
Korea or an EFTA State.

AR OFUSAY GUARFAATEFTA) 79 AHFAH R

Z}. ASEAN
< ¥ 3-5> 3 - ASEAN FTA AAHL+Y= A 474

$EA 3|1 B8 #A el o] REAY 2% F55n, £F
A9% AR #9 GAT Gl A eFE JE
48e% | Asarh
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Annex 3
Rule 9
Direct

Consignment

2. A1Ze el Egeta, AEel £F A E
Y FAE GGl of o 7
[e)

Aol ael, AMA w0 AEL FL A
= fAsed e7Es 34 99 om# gAE

AR opatg e A

1. Preferential tariff treatment shall be applied to a
good satisfying the requirements of this Annex
and which is transported directly between the
territories of the exporting Party and the
importing Party.

2. Notwithstanding paragraph 1, a good of which
transport involves transit through one or more
intermediate third countries, other| than the
territories of the exporting Party and the
importing Party, shall be considered to be
consigned directly, provided that:

(a) the transit is justified for~ geographical
reason or by consideration related
exclusively to 'transport requirement;

(b) the good has not entered into trade or
consumption there; and

(c) the good has not undergone any operation
other than unloading and reloading or any
operation required to Kkeep it in good

condition.

A7 Rl Fgolalol w7 AFHASEAN) 7He] ARG ¥

i~
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. Preferential tariff treatment shall be applied to a
good satisfying the requirements of this Chapter
and ‘which is transported directly between the
territories of the exporting @ Party’ and the
importing. Party.

Notwithstanding paragraph 1, a good of which
transport involves transit “through one or more

intermediate third countries, other than the

Ariticle 3.15 territories-— of the exporting Party and the

Direct importing Party, shall be considered to be
Consignment consigned directly, provided that:

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

(b) the goods have not undergone any operation
there other than unloading and reloading or
any operation required to keep them in good
condition; and

(c) the goods have remained under the customs
control in the country of transit.
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(k) consignment means products which are either sent
simultaneously from one exporter to one
consignee or covered by a single transport
document covering their shipment from the
exporter to-the consignee or, in the absence of
such-a document, by a single invoice;

1. o]l Al 789 S+ o 49 81
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Protocol
Article 1
Definitions
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1. The preferential treatment provided for under this
Agreement applies only to products, satisfying
the requirements of ~this Protocol, which are
transported directly between the Parties.
However, products constituting one single
consignment may be transported through other
territories  with, should the occasion arise,
trans—shipment or temporary warehousing in such
territories, provided that they are not released for
free circulation in the country of transit or
warehousing and do not undergo operations other
than unloading, reloading or any operation
designed to preserve them in good condition.

Protocol
Article 13
Direct
Transport

A o E YRS fUAT L 1 H9F 1) ARTAY

o
i
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1. In order for originating goods to maintain their
originating status, the goods shall be transported
directly between the Parties.

2. Notwithstanding paragraph 1, the following shall be
considered to be transported: directly from the
exporting Party to the impeorting Party:

(a) goods ‘that are transported without passing
Article through the territory of a non—Party; and
3.14: (b) goods whose transport involves transit through
Direct one or more non—Parties, with or without
Transport trans—shipment or temporary storage in such
non—Parties, under control of the customs
authority, provided that the goods do not:
(i) enter into trade or commerce there; and
(i) undergo any operation there other than
unloading and reloading, repacking, or any
operation required to keep them in good
condition.
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Each Party shall provide that+a good shall not be
considered to be an originating good if the good:

(a) undergoes subsequent production or any other

operation outside the territories of the

Article 6.13: : . .
Transit add Parties, other' than wunloading, reloading, or
Transshipment any other operation necessary to preserve
the good in good condition or to transport the
good to the territory of a Party,; or
(b) does not remain under the control of customs
authorities in the territory of a nen—Party.
s - e S Y58 v 1k ARFAEEE
=
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1. The preferential treatment provided for under
this Agreement applies only to products,
satisfying the requirements of this Protocol
which are transported directly between the
Parties. However, products constituting one
single consignment may be transported through

Article 13: L. ; . )
Direct other territories with, should the occasion arise,
trans—shipment or temporary warehousing in
Transport

such territories, provided that they are not
released for free circulation in the country of
transit or warehousing and do not undergo
operations other than unloading, reloading or
any - operation designed “to preserve them in
good condition.
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Article 3.14: | 1. An originating good shall retain its originating
Direct status as determined in accordance with Article
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Transport

3.1, provided that it is directly transported to
the importing Party without passing through the
territory of a non—Party.

. An originating good that is transported through

the territory of a non—Party shall not retain its

originating status as determined in accordance

with Article 3.1 if it:

(a) has undergone any subsequent production or
other operation outside the territories of
the Parties other than unloading, reloading,
storing, repacking, relabelling, splitting up of
loads for transport reasons or any other
operation necessary-to preserve it in good
condition or to transport. the good to the
territory of a Party; or

(b) does not remain under the customs control
in the territory of a non—Party.

FTA W&

e | DU G TR ARTAPY A3,

S | A48, ABTE SN, A8 vl gl B AT

Sl ARG RA g2 AR
(1) @A) Wgel wksko] dal] AdFe] diet sl

] Aeh-2 @7 7h DA GeuR Fel dEol ¢
2 A7) AAA Y £5A=, ZE AHA 9D 847

AS = ¥AS e £, Adsd £t 3ELSS

M5

(2) 23 o Gapol obdl WAt F
A AT AR 2

=
(¢}
TUATE Ball Aol vlEAL

Collection @ pknu




9,;1

Ir

o]

S o
=

—

Lol pluAlE AT o] =48] Q)
Hakis ABFAAF AR

3@ M
o[N

Article XI : Denial of Preferential Tariff Treatment

if, where contrary to the laws of that Party, the
claim for preferential tariff treatment for the good is
not supported by documentary evidence such as
invoices, bills of lading or waybills that indicate the
shipping route and all points of shipment and
transshipment prior to the importation of the good
into its territory; and

if, where the good is shipped through or
transshipped in the territory-of a country that is not
a Party under the Agreement, the importer of the
good does not provide, on the request of that
Party's customs administration, a ‘copy of the
customs _control documents that indicate, to the
satisfaction of the customs administration, that the
goods remained under customs control while in the
territory of such country.
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Article 5.9 @ Denial of Preferential Tariff Treatment
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(1)

(ii

(ii

a copy of the customs control documents that
indicate, to the satisfaction of the importing Party’ 's
customs administration, that the goods remained
under customs control while in the territory of such

non—Parties;

) any other information given by the customs
administration of such non—Parties or other relevant
entities, which evidences that they have not

undergone, in such non—Parties, operation other than
unloading, reloading, crating, packing, repacking or
any other operation necessary to keep them in good
condition; or

i) any other information or ~commercial documents
given by the importer which evidence that they have
not undergone, in such non—Parties, operation other
than unloading, reloading, crating, packing, repacking
or any other operation necessary to keep them in
good condition; or

#HA | FEAL A2 8" gAA 8 2 F3EA)
T3 | Al4E2(AR %) 23
8] =
R g ge ade sxsge 44 3
EFTA | Annex 1. Article 14 : Direct Transport
The importer-shall upon request supply the appropriate
evidence that the conditions set out in paragraph 1 have
been fulfilled, to the customs authority in accordance
with the laws and regulations of the importing Party.
%E‘i H A= Hn =2 e} = O o & %
7 FE5X3 51 (GAASTE 942 A19%
[e)
(1) %% PAe 9o teld 23 Fasts
ASEAN o) = (2) YA SHA
/‘1; (3) 4EFS Y A2 AL, 183
Tl @) 2 el B5A 39 A9z 23S FHAUTGE
A FWAFA A A 2 AF

Collection @ pknu




Annex 3. Appendix 1. Rule 19

(a) a through Bill of Lading issued in the territory of
the exporting Party;

(b) a Certificate of Origin;

(c) a copy of the original commercial invoice in respect
of the good; and

(d) other relevant supporting documents, if any, as
evidence that the requirements of Rule 9 of Annex 3
are being complied with.

A8z EARAY S A% 33
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A= Article 4.8': Claims For Preferential Tariff Treatment
(a) bills of lading or waybills indicating the shipping
route and all points of shipment and transhipment
prior to the importation of the good; and
(b). where the good is shipped through or transhipped in
a-. non—Party, a copy of “the customs control
documents—indicating- that the good remained under
customs control while in that non—Party.
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Protocol on Rules of Origin. Article 13 : Direct
Transport
(a) evidence of the circumstances connected with

()

(c)

trans—shipment or the storage of the originating
products in third countries;

a single transport document covering the passage
from the exporting Party through the country of
transit; or

a certificate issued by the customs authorities of the
country of transit:

-
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Article 3.14: Direct Transport

(a)

(b)

in the case of transit or trans—shipment, the
transportation documents, such as the airway bill,
the bill of lading, or the multimodal or combined
transportation document, that certify the transport
from the country of origin to the importing country,
as the case may be; and

in the case of storage, the transportation documents,
such as the airway bill, the bill of lading, or the
multimodal or combined transportation document, that
certify the transport from the country of origin to
the importing country, as the case may be, as well
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as the documents issued by the customs authority or
other competent authority that authorized this
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Article 13: Direct Transport

(a) evidence of the circumstances connected with
transhipment or the storage of the originating
products in non—parties;

(b) a single transport document covering the passage
from the exporting Party through the country of
transit; or

_31_

Collection @ pknu



(c) a certificate issued by the customs authorities of the
country of transit:

(i)  giving an exact description of the products;

(i) stating the dates of unloading and reloading of
the products and, where applicable, the names
of the ships, or the other means of transport
used; and

(iii) certifying the conditions under which the
products remained in the country of transit.
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