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<ABSTRACT>

An Analysis of Net Cost Method in Korea-US Free Trade
Agreement and It's Application Scheme to the Korea Auto
Industries

Kwan-Woo Kim

The purpose of this study is to provide the Korea car companies with
the information acquired in the course of origin verification on the US
carmaker conducted by Korea Customs Service.

This study examines the characteristics of regional value contents
rules based on the Rules in Korea-US FTA by analyzing the Build-Down
method which 'is most commonly used in practice. The examination
suggests that it is quite difficult for the Korea carmakers to use the
net cost method because of the excessive workloads and the concerns of
information leakage. During the FTA negotiation, Korea delegations and
carmakers opposed to adoption of the net cost method on the ground of
these worries. B Customs conducted FTA origin verification on the cars
exported by the USA carmaker which used net cost method in 2013 and by
that chance we came to know that the net cost method is quite simpler
and the range of information disclosure is limited then we expected. We
found out that net cost method is objective and reliable and is
commonly used by US carmakers. In addition, the empirical comparison of
regional value contents rates between build-down method and net cost

method considering the cost structure of Korea carmakers reveals that
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net cost method is more efficient than build-down method.
The findings of this study are expected to contribute to the better

utilization of Korea-US FTA by the Korea carmakers.

Key words: Korea-US FTA, Regional Value Contents Rules, Net Cost Method, Car
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A3F &4 AR AZALE B

A1d A AAAAST 2A 4

1. 371 FTAS} NAFTA 971 34 v
2010d 8¢ 23¥UH-EH 256¥71A] 3Lzt Ayt AEIHF S-Eluer A A
BAdE o R FTIA w&s AAEST. dAbs A4 Aun Al Ao

2] Foll= A IeA A

7 2
AUER dska ek, wE g Fol NAFTASH A bgel e Wlgol o]
s}

2 a7 &= v, g7 FTA 9% @AY NAFTA A TAAY o7

7F =97k A9

g1 FTA NAFTA

Article 6.22: Definitions Article 415: Definitions

net cost means total cost minus | net cost means total cost minus
sales promotion, marketing, and | sales promotion, marketing and
after-sales service costs, | after—-sales service costs,

royalties, shipping and packing | royalties, shipping and packing

costs, and non-allowable interest | costs, and non-allowable interest

_15_
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costs that are included in the

total cost

costs that are included in the

total cost;

o= goje
&

oje] Aol

gk-1] FTA A3 NAFTA ¥ 78]
3] ol sAdsirta &

#2A

rio
M

sk-n] FTA

NAFTA

Article 6.22: Definitions

Article 415: Definitions

net cost of the good means  the
net cost that can be reasonably
allocated to the good under one
of the following methods:
(a) calculating the total “cost

incurred with respect to all

goods produced by that producer,
subtracting any sales promotion,
after—-sales

marketing, and

service costs, royalties,

shipping and packing costs, and
non-allowable interest costs that
are included in the total cost of

all

such  goods, and then

For purposes of calculating the

net cost of a @ good under

paragraph 3, the producer of the

good may:
(a) calculate the total cost
incurred  with respect to all

goods produced by that producer,

subtract any sales promotion,

marketing and after-sales service
shipping and

costs, royalties,

packing costs, and non-allowable

interest costs that are included

in the total cost of all such

_16_
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reasonably allocating the

resulting net cost of those goods
to the good;
(b) calculating the total cost

incurred with respect to all
goods produced by that producer,
reasonably allocating the total
cost to the good, and then
subtracting any sales promotion,
after-sales

marketing, and

service costs, royalties,

shipping and packing costs, and
non—allowable interest costs that
are included in the portion of
the total cost allocated to the
good; or

(¢) reasonably allocating each
cost that forms part of the total
cost incurred with respect to the
good so that the aggregate of
these costs does not include any
and

sales promotion, marketing,

after-sales service costs,

royalties, shipping and packing

costs, and non-allowable interest

goods, and then reasonably
allocate the resulting net cost

of those goods to the good,

(b)

incurred with

calculate the total cost

respect to all

goods produced by that producer,

reasonably allocate the total
cost to the good, and then
subtract- any sales promotion,

marketing and after-sales service

costs, royalties,  shipping and
packing costs and non-allowable
interest costs that are included
in the portion of the total cost
allocated to the good, or

(c) reasonably allocate each cost
that forms part of the total cost
incurred with respect to the good
so that the aggregate of these
costs does not include any sales
and

promotion, market ing

after-sales service costs,

royalties, shipping and packing

costs, and non-allowable interest

_17_
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costs, provided that the

allocation of all such costs is

consistent with the provisions

regarding the reasonable

allocation of costs set out in

Generally  Accepted Accounting

Principles

costs, provided that the

allocation of all such costs 1is

consistent with the provisions

regarding the reasonable

allocation of costs set out in

the Uniform Regulations,

established under Article 511

(Customs Procedures Uniform

Regulations)

& 2= 9t}

d7ra A

sk Q)

il
2] 5o
Eidhis

T

A

3

o, Fulge] Aol

<H12>

= ? K
R g e

A5 HES

Obh
ol
oA
10

st-n] FTA

NAFTA

Article 6.22: Definitions

Article 415: Definitions

total cost means all product

costs, period costs, and other

costs for a good incurred in the

total cost means all product

costs, period costs and other

costs 1ncurred in the territory

territory of one or both of the

of one or

_18_
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Parties. Product costs are costs
that are associated with the
production of a good and include
the value of materials, direct
labor costs, and direct overhead.
Period costs are costs, other
than product costs, that are
expensed in the period in which
they are incurred, such as
selling expenses and general and
administrative expenses. Other
costs are all costs recorded on
the books of the producer that
are not product costs or period
costs, such as interest. Total
cost does not include profits
that are earned by the producer,
regardless of whether they are
retained by the producer or paid
out to other persons as
dividends, or taxes paid on those

profits, including capital gains

more of the Parties;

taxes;
oF HFo] FH|L9 8o A= &AS FLst= A AT 4 Qo
1 31| FTAIAME FH| RS FAs= Al 7FA] H]8(all product costs,

Collection @ pknu
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period costs, other costs)e] F<¢ Aol F7l= o FH|Go= o] fo]
EPHA gtk ARE 37 G, o] Uge Axdsh, v L o]
oz FAHE AATEAM FAH APYS BAT & gom o YRE
T @A Ulgo] Aol7}t gl A Sl U
2. u)8]g oA Ao
(H13> H|5{& O|Xt F<
sk-v] FTA NAFTA
Article 6.22: Definitions Article 415: Definitions
non-allowable interest costs _
_ : non—allowable interest costs
means interest costs incurred _ _
means interest costs incurred

by a producer that exceed 700
basis points ‘above the yield on
debt obligations of comparable
maturities issued by the central
of af_“the

level government

Party in which “the. producer is

located

by a producer that exceed 700

basis points above the

applicable federal government

interest rate identified in the

Uniform Regulations for

comparable maturities;

Zl (Uniform Regulations)®]

Qg Aol 7} girk 2

o

S
= 8

3}
o}
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D A¥E= AH7F2 (Transaction Value of the Good)

<E14> MEF HjorA

I* Canada Customs Agence des douanes SECTION A
and Revenue Agency &t du revenu du Canada e —

ORIGIN VERIFICATION QUESTIONNAIRE

REGIONAL VALUE CONTENT — TRANSACTION VALUE METHOD Fage
TRANSACTION VALUE OF THE GOOD " of
Please print clearly

Mame of Producer Telephone MNo.
( )

Address Facsimile No.
( )

Good Produced Tariff Classification

Period Coverad

Transaction Yalue of the Good

CARRIED FORWARD FROM — Transaction Value of the Good Page

Price paid or payable

Plus: Additions

Minus: Deductions

Carried forward to:
TRANSACTION VALUE OF THE GOOD (A} &

|:I Summary I:l Transaction Value of the Good Page,

B220 (01}

ezoEEn Canadi

FEAAY A AAE AdE HE S dFH=AE AS5A =714 (FOB) &2
AMrrgEe, AAA 74 (Price paid  or payable)ol A 7} 4 (Plus,
Addition) H=& F #1824 (Minus, Deductions)E WF3ale], TRANSACTION VALUE
OF THE GOOD (A)E AFAsit).

_22_

Collection @ pknu



@ AB7FA] (Value of Materials)

CH15) Hefji7HE M EIHA|

I* Canada Customs Agence des douanes
and Revenue Agency et du revenu du Canada

ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — TRANSACTION VALUE METHOD
VALUE OF MATERIALS

SECTION A
PROTECTED (when completed)

Page

Mame of Producer

Telephone Mo.

( )

Address

Facsimile No.

( )

Good Preduced

Tariff Classification

Period Coverad

Tariff Classification of Supplier
Material Name MHon-Criginating Materials and e
Materials of Unknown Origin Name and Address Originating

Change in
Tariff

igil Classificati
Originating Origin Unknown aSSasL.isﬁedon

MNon-

CARRIED FORWARD FROM — Value of Materals Page

[ Yes

O Yes
O Neo

[ Yes
[ Mo

Material Component — Camied forward to:
TOTAL VALUE OF

I:ISummary I:l‘.u‘alue of Materials Page MATERIALS (B)

B220 E (01)
Frinted in Canada

Canadi

AW tdsta oS WA, WA, ARAVFOE TRl 1

T

TNl FAE TOTAL VALUE OF MATERIAL (B)ell -i-ske] 7|4 gt

_23_
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@ 8.°F (Value of Materials)

CE16> AHefjotd &

OF
=

I* Canada Customs Agence des douanes
and Revenue Agency &t du revenu du Canada

ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — TRANSACTION VALUE METHOD

(SECTION A)

PROTECTED (when completed)

SUMMARY
MName of Producer Telephone Mo.
)
Address %Ecsimile Me.
)
Good Produced T.Eriﬂ'CIassiﬁcaLinn
Pericd Covered

A. Transaction Value of the Good

CARRIED FORWARD FROM — Transaetion Value of the Good Page

TRANSACTION VALUE OF THE GOOD #)
Originating Maon-Originating Origin Unknown
B. Value of Materials ) @ @
CARRIED FORWARD FROM — Value of Materials Page
TOTAL VALUE OF MATERIALS (B)
C. Transaction Value of the Good Minus Value of Non-Qriginating Materials (VNM)
TOTAL TRANSACTION VALUE OF THE GOOD MINUS VNM: (A - B(2) - B(3)) c)
D. Regional Value Content
REGIONAL VALUE CONTENT: (C+Ax100) (D)

E. Certification

| certify that the information provided in response to this questionnaire is true and accurate, and | assume the responsibility of proving such representations.
| agree to maintain, and present upon request, all records and documentation necessary to support the representations made in response to this questionnaire.

Title (print or type) Place (print or type)
Telephone Mo, Facsimile Mo.
( ) (
Authorized Signature MName (print or type) Date (YYIMMDD)
B228 E (01) (L]
Emery Canadd
— 2 4 —

Collection @ pknu




OellA 2 A7A ) @A detdl A WS B)S o] &3t
FIMA R &S AARgE. AITFA (A AlA vl AR A 28] (B2,B3) & 2hE e
TAOE B AATAWE Yol ol HAFTHor WiEs (D)= Uekd
ok Ag7hA AsE A AgrrAel ofgk UMbV E AR S AR
Aol E dibAl FAH e A dsta k. aEW sdvhy §

2]
WA AREAE AE R T o|e} v HEE AT}
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7holl o]sk R}k 7| A EA
=] (Value of Materials)
CE17> «=|17F MEIH]

Canada Customs Agence des douanes
I*I and Revenue Agency et du revenu du Canada SECTION A
PROTECTED (when completed)

ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — NET COST METHOD
VALUE OF MATERIALS Please print clearly of

Fage

MName of Producer Telephone MNo.
Address Facsimile No.

( )

Good Produced Tariff Classification

Pericd Covered

Tanit Classiication of : Unit Value of Materials Change in
MNon-Originating Matenials Supplier e Tarff
and Materials of Unknown = =i i rRe: Classificati

Origin Mame and Address Originating Originating | Ongin Unknown aSSES_J!SﬁEden

Material Name

CARRIED FORWARD FROM — Value of Materials Page

LY LA T —

ARy gt

Lt il .

Letr il Y

Material Component — Carried forward to:

TOTAL VALUE OF
MATERIALS (A)

]:lSummary I:l Value of Materials Page

s22a £ 1) Canadi

FA7k QLA Aol o8 AN ARAsks 9 AdtEe

AL S FE . OH F)o] glo]l A7 (Value of Materials) 2 # o]
A 5H AlZbsit), ol IS ol &slEE A rtA digk lmE =9 A}
ol 5 FAslo] MSA%=7|F=(FOB) 7HA o2 24 Ha7F §l7] wtoltt.
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@ 97} (Net Cost of the Good)

Canada Customs Agence des douanes
l*l and Revenue Agency et du revenu du Canada SECTION A
PROTECTED (when completed)

ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — NET COST METHOD
MNET COST OF THE GOOD of

Page

Telephone Mo.

( )

Facsimile Mo.

( )

Tariff Classification

Mame of Producer

Address

Good Produced

Pericd Coverad

Major Cost Category Country Unit Cost

CARRIED FORWARD FROM — Net Cost of the Good Page

Carried forward to:

MET COST OF THE GOOD (B) B

I:[Summary I:lNel Cost of the Good Page

B228 E (01) Canad'él'

Srinted in Canaca

1

o] 714%= NET COST OF THE GOOD (B)glx Ho] = +=U7HB)E AHA 3T},
o] L& oL Ho Yo+ U7 Total Net Cost)o}= thE 7id o

=
ARHE A FwQE FASE Fololn wrh A UL e
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®

ok
&

>
rio

Canada Customs
and Revenue Agency

Agence des douanes
et du revenu du Canada

£

(SECTION A)

PROTECTED (when completed)

ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — NET COST METHOD

SUMMARY

MName of Producer

Telephone Mo.

( )

Address

Facsimile Mo.

( )

Good Produced

Tariff Classification

Pariod Coverad

A. Value of Materials

Originating Man-Criginating Origin Unknown

(3

Aggregate
{1} +{2} +(3)
(4]

)] @

CARRIED FORWARD FROM — Valug of Materials
TOTAL VALUE OF MATERIALS

Page

B. Met Cost of the Good

CARRIED FORWARD FROM — MetCostof the Good  Page
NET COST OF THE GOOD

(B)

C. Total Net Cost of the Good

TOTAL NET COST OF THE GOOD: (A4 +B)

(C)

D. Total Net Cost of the Good Minus Value of Non-Originating Materials (VM)

TOTAL NET COST OF THE GOOD MINUS VNM > [C-AZ-AJ)

(D}

E. Regional Value Content

REGIONAL VALUE CONTENT: (D= C X 100)

(E)

F. Certification

I certify that the information provided in response to this questionnaire is true and accurate, and | assume the responsibility of proving such representations.
| agree to maintain, and present upon request, all records and documentation necessary to support the representations made in response to this

questionnaire.
Title (print or type) Place (print or type)
Telephone Mo. Facsimile No.

Authorized Signature

Mame (print or type) Date

B22E E (01)

Printed In Canada

Canadi

Collection @ pknu
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A gl <EIBAA T #97t FAB)S Tl FeUtE Fan
of Folol MANAAEHE AGHAD) A FEAAAORE ol ()

ANAES AFAoR AR AL HAY 5 ol Solw

iy

KeR
T

gh

=]
T

gul, wE ol u g 5o FAuGo] sAe] qlojof drkm Mz F )
A, A AU £97 AFAE Aved 2284 gos e 2y

T A A=HH AHEE Fete] ol oS AV RESE S

3. vttt AAAAT v Akl
T AHE Tl AuvRE . FYE st 2 AR disto] A7 S
o] &3ste] R A= Aabslar QA2 A= AbE 7} 9lo] o] A sk
)
H

2F gl wgEHg o 7 A zZkek vHge] Alglol x| uk wl =]

FddA. G Atele AU AAHAHES AEA (Y7 F8)9F @, 1S
=, AAA] ) =5E] " A Z2EN7E 71 A" A MA(Bill of Material

ofgf] <¥20>3} Zr}.
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CH20> M ZAKTE L4

A =4
Az
A Ak o 9] 4k A =4 |
. ZH3 9]
H| = Ayt | WA= A 34 SRS ol
1,133.803 - 84.713 | 528.977 | 18.540 | 1,766.033 | 76.339 8.984

AP A (BOM = = Ame] Ful7h4 eyt of
|2 v 7E Z1A = =

Q= AZY7IE A HAS

< 7HA 3
dem, dyH T3 Z2 7RI o]la2 xeH o A drh= Aold.
olFA ATH ARE AL oBA FAVME At RUPMAES ALte)
REA AR ES st

4) Raymond Thibeault(2010). "=A] 4447

A5 AR A Bl 3 H52010823-25) AR R, . A AYA AR
<, pp. 144-152.

_30_

Collection @ pknu




CH21> AZAR M ELfes)

Canada Customs Agence des douanes
I*I and Revenue Agency et du revenu du Canada SECTION A
PROTECTED (when completed)

ORIGIN VERIFICATION QUESTIONNAIRE

REGIONAL VALUE CONTENT — NET COST METHOD Fage
VALUE OF MATERIALS R of
Name of Producer / / Telephone No.
~ )
//zu— /?a/(’/é ﬂﬂ/’ﬁt/Zﬂh ({34)77/9;?9
Address / Facsimile No.

/m/f/,u (ot frste ford ooy (D T200_|\56) 225595
f// (ﬂ/zé //p)e/{ﬂ// 030t

%/w// Ago 8 20 fened 30 2000

Tariff Classification of » Unit Value of Materials Change in
Non-Originating Materials Supplier Non Tariff
and Materials of Unknown Name and Address Originat SO Origin Unk Classification

Origin iginating Orlglnanng rgin Unknown Satisfied

Material Name

CARRIED FORWARD FROM — Value of Materials Page

S"{a”.-.:bd. [/
ol 1A | ] B o

Material Component — Carried forward to:
TOTAL VALUE OF

D Summary D Value of Materials Page MATERIALS' ()

B228 E (01) 1"
i i) Canadi

5) Raymond Thibeault(2010). =4 AR HS A&7 A EW JA45(2010823-25) HAE . A =ALAA AR
¢ p. 139.
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<H2>& #U7t ARAY A WA Aol ARYIS /S5
o Auels bl SAg, Fa, ASWE, A205, EY, KSR, 7
9 71zke] Ao} gom, ofel AAGHel /| AFIr] REste] W

24 BOS Frastebal sof glom 1 el <x20>7 Pt
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CH22) ASAH =371

Canada Customs Agence des douanes
I* and Revenue Agency et du revenu du Canada SECTION A
PROTECTED (when completed)

ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — NET COST METHOD
NET COST OF THE GOOD of

Page

Telephone No.

/ p21p. /?s/aﬂ /rd//mma/Z_m (55¢)97/- 7977

Address Facsimile No.

/10 /w /&s’ /Q/M/aé% (Z |5 792-9797

Good Produced

(1 Gk e | G

/72 // 2009 f ﬂ/m(( 3. 20/0

Major Cost Category Country Unit Cost

CARRIED FORWARD FROM — Net Cost of the Good Page

“u 23

USAH Fos 523

Carried forward to:

D Summary I:] Net Cost of the Good Page NET COST OF THE GOOD (B) >

B228 E (01) ]
ot Canadi

6) Raymond Thibeault(2010). "=AIAAT A7t $4 59 924(2010823-25) ZoAtm ) . A=A AR
4, p. 140.
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<oA= AFe =U7F(Net Cost of the Good)E oJEA A=A
2t e s stal k. 4 o] At#E A= Major Cost Category@holli= Labor
and Overhead i 7|AE o] o™, =7k= USA(F]=)o]aL, Unit Cost @
$85.3232.2 7lA =] A}, o] A= wdbE S THHAE S =
S} A zzdnloln | o1 v]-&& $85.3238}aL 7| AE k. 1 A o] Felo]
ol AFE A=A A 2l <w20>9 AAZYA A (Bill of Materials)
of Z1A€E AR B 71er &gy gixs] B dEAdd 71 E $85.323
ol T HL <3FE20>0 A9 =F-H] $76.3393 A Z7HHEH] $8.9849] ¥y}
e s g0 ¢ dn. A7 F5SE FE2 U7 g E AA -

iR el Al 2N = Al kel SRtk Zlott.

H]

-
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CH23) ASAE &8It FIUHRIE 8ED

Canada Customs Agence des douanes
I* and Revenue Agency et du revenu du Canada (SECT|ON A)

PROTECTED (when completed)
ORIGIN VERIFICATION QUESTIONNAIRE
REGIONAL VALUE CONTENT — NET COST METHOD
SUMMARY

e Pm;w /Z/F /g //ﬂ/? @ - fo\ T:zeZN: 04/ 5852

Address

Facsimile No.

Lot L, Z'é//é/« ) Guo |556) by2 G572

Good Produced / Tarif Classification

,// Gk 7 0l
Period Covered

ﬂ// 2009 f ﬂ/m 7/, 20/0

Originating Non-Originating Origin Unknown Aggregate
. ) M+@)+@)
A. Value of Materials (1) () (4)

CARRIED FORWARD FROM — Value.of Materials  Page 9’
(A

TOTAL VALUE OF MATERIALS /2 /?.ﬂ 5—22 777 /?; 5’}/ /, 74{’053

B. Net Cost of the Good

CARRIED FORWARD FROM — Net Cost of the Good  Page
NET COST OF THE GOOD (B

%:3) 3

C. Total Net Cost of the Good

TOTAL NET COST OF THE GOOD: (A4 + B)
Y5735

D. Total Net Cost of the Good Minus Value of Non-Originating Materials (VNM)

303,939

TOTAL NET COST OF THE GOOD MINUS VNM : (C - A2 - A3) )

E. Regional Value Content

REGIONAL VALUE CONTENT: (D +C X 100)

203"

F. Certification

| certify that the information provided in response to this questionnaire is true and accurate, and | assume the responsibility of proving such representations.
| agree to maintain, and present upon request, all records and documentation necessary to support the representations made in response to this
questionnaire.

Title (print or type) , Pla nnt type)
S&cﬁé?éﬁf/- /g/ Su kL g G20 - /p‘//f éﬂxﬂﬂfa[

Telephone No Facsimile No.

(

Authorized Sigpaturs @ Name (print or type) / Date
/W f-f;/k dh?L ‘/m\( /,20/@

B228 E (01) \(

i Q Canadi

7) Raymond Thibeault(2010). "=A|9AAHZ A&7 $A EW 934(2010823-25) oAtz . A=A A A 5
¢ p. 141
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<2l M AFAA Hohd 7 0 §ES o g3 wUsPEOR F7t

Ae Abgskar vk, ko] AEWAAM HlEWHY <320>9F ko] of| =

9] AEA A(1) Originating (YGAFX| A B H]) 1218.516+= <F20>0 A< A&
v e S vk A EY]) 1,133.8033 WAl=AE A EM] 84.7132] Folt}.
A(2) Non-Originating (R LAFX] A 5H]) 528.977-C <3£20>9] A|3= A BH —
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’

WA ~" wigd, AZRFAE, SAEZ5FE5(Production and Release

o

Data), AFAxE, AF WEHAELMAR Journal), XYL 7HE A w74 (Standard
Costing Policy), AAYA7} A A}= (Reconciliation Report), T8 H-3%9]
1 3 (AP Journal), % (Invoice), ERP 74 % 8} (ERP Screen Shot), W|=F
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CE24> O|FAR =27t HFUY
month Category Cost

Originating 0,000

( X;t:;g :‘l ) (Includl\ilr(l);1 g;:agziown) 0,000

Total 00,000

July Direct Labor 00O

Labor & Overhead cost Processing Cost 000

= H] B Al =) Depreciation OO0

Indirect Labor & Tax 00O

Net cost 00,000
9 APARAE ARRAN G FoE QAN WAL PR £
s Ak ol 9 AHR=FH] L A ZHWE Direct Labor
Processing Cost, Depreciation, Indirect Labor and Tax= Tt =4

v W AZDANE ERAAEAEs] FE A gol goon, od

AAAE 27178 324 (Reconciliation)
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by v = At 7} AA]8F <3E24>0] 1= A EH], Direct Labor, Processing
Cost, Depreciation, Indirect Labor & Tax ¥+ AZH71e] HYYE Hlojy

A e AlEEE FAEATC] FR1E ¢ o o] v FA o] =7t
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calculating the ~total = cost
incurred with respect to all
goods produced by that
producer, subtracting any

(a)

net cost of the good means the
net cost that can 'be reasonably
allocated to the.good under one of

the following methods:

marketing,

promotion,

sales

and after—sales service costs,
royalties, shipping and packing

non-—allowable

and

costs,

that are
in the total cost of

costs

interest

and then
the
— 47 —
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allocating
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reasonably
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resulting net cost of those
goods to the good;

(b) calculating the total cost| Y. AAR7} ABASE mE AbEo] O
incurred with respect to all st WAl FH| 8-S AlLtsho]
goods  produced by  that slgldog 11 AEo FH| &S T
producer, reasonably allocating gk & O AdFel g FHE
the total cost to the good, and Fho ¥ty Qe FIEHvAY-
then subtracting any sales HdejeAE A~ HE ZEE, 35
promotion,  marketing, and x4 v]g, 2]a H]E]-§ o] x}H]|
after-sales  service  costs, &5 AT A, ==
royalties, shipping and packing
costs, and non-allowable
interest costs that are
included in the portion of the
total cost allocated to the
good; or

(c) reasonably allocating each oh. 1 FEe] diste] Algk Fuj&
cost that forms part of the o s TASE 4 H&S §
total  cost  incurred  with g How dsle], o]y H|EE
respect to the good so that o] F3to]l dFulAE-Fu]$ A H]
the aggregate of these costs 2 vg, =4y, 537 HE&
does not include any sales e A ] et s i - =l )
promotion,  marketing,  and A ol FE= 3 A
after—sales service costs,
royalties, shipping and packing
costs, and non-allowable
interest costs,
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9) Jones, Vivian C. and Platzer, Michaela D.(2011). The Proposed U.S.-South Korea Free Trade Agreement
(KORUS FTA) : Automobile Rules of Origin.
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