ANNEX 3-B
EXEMPTION FROM THE PRINCIPLE OF TERRITORIALITY

1. List of Goods

(a) Each Party shall apply Article 3.14 to goods listed in Appendix 3-B-1
attached hereto.

(b) A Party may request amendment of the list referred to in subparagraph (a),
which the other Party shall consider in good faith. Such amendment shall
be adopted when mutually agreed by both Parties.

2. Origin Conferring

(a) Goods referred to in paragraph 1(a) and any subsequent amendments, which
are re-imported as the goods that do not undergo any process beyond
operations within the territory of the re-importing Party for export as set out
in Article 3.6 shall be deemed to be originating in the territory of that
Party, provided that:

(1) the total value of non-originating input’ does not exceed 40 percent
of the FOB price of the final good for which originating status is
claimed; and

(i)  the value of originating materials exported from the Party is not less
than 60 percent of the total value of materials used in manufacturing
the re-imported material or good.

(b) Except as otherwise provided for in this Annex, relevant Articles of this
Chapter shall be applied mutatis mutandis to the origin conferring of the
goods to which Article 3.14 applies.

3. Specific Procedures for the Implementation of Article 3.14

(a) Certificate of Origin for goods covered by Article 3.14 shall be issued by
the Issuing Authorities® of the exporting Party in accordance with Chapter
Four (Origin Procedures).

(b) The issuing authority of the exporting Party shall indicate in the Certificate
of Origin that the good is covered by Article 3.14.

(c) Except as otherwise provided for in this Annex, the relevant Articles of
Chapter Four (Origin Procedures) shall be applied mutatis mutandis to the
goods to which Article 3.14 applies.

(d) Each Party shall assist the customs authority of importing Party to conduct
verification on goods covered by Article 3.14 in accordance with Articles
4.11 (Verification by competent authority of exporting Party), 4.12
(Verification by Customs Authority of Importing Party), 4.13 (Verification
of Materials that are used in the Production of the Good), 4.15
(Confidentiality) and 4.18(Uniform Regulations/Rules).
4.  Special Safeguard

7 "Total value of non-originating input" shall mean the value of any non-originating materials added inside
as well as any materials added and all other cost accumulated outside the Party concerned, including
transport costs.

¥ With regard to Korea, Issuing Authorities means the Korean customs authority.
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When a Party determines that there is an increase of importation of a good
covered by Article 3.14 into the territory of that Party in such quantities and
under such conditions as to cause, or threaten to cause, serious injury to its
domestic industry, that Party shall be free to suspend the application of Article
3.14 to such a good for such a period of time as it may consider necessary to
prevent or remedy such injury or threat to cause injury to the domestic industry
of the Party.

A Party that intends to suspend the application of Article 3.14 pursuant to
subparagraph (a) shall notify to the other Party two months in advance of the
start of the suspension period and afford the other Party an opportunity to
exchange views with it in respect of the proposed suspension.

The period mentioned in subparagraph (a) may be extended provided that the
Party which has taken the action of suspension, has determined that the
suspension continues to be necessary to prevent or remedy injury.

In critical circumstances, where delay would cause damage which would be
difficult to repair, the suspension of the application of Article 3.14 under
subparagraph (a) may be taken provisionally without two months advance
notification to the other Party, on the condition that notification shall be made
before such suspension takes effect.

When a Party has made a determination mentioned in subparagraph (a) and the
requirements set out in subparagraph (b) are fulfilled, the Party concerned may
suspend the application of Article 3.14 unilaterally and unconditionally,
including as follows:

(1) there shall be no obligation to prove that there is serious injury;

(i1) there shall be no obligation for advance consultation;

(i)  there shall be no limit to the duration or frequency of suspension;

(iv)  there shall be no obligation for compensation.

Review

(2)

(b)

Parties shall review the implementation and operation of Article 3.14 in
accordance with the procedure set out in Article 15.2.2(c) (Joint Committee
and Review). For the purposes:

(1) the exporting Party shall provide to the importing Party or Joint
Committee a brief factual report on the operation of Article 3.14,
including export statistics of each good listed in the attached lists
referred to in paragraph 1(a) to the importing Party during the
previous six month period; and

(i))  the importing Party shall provide upon the request of the exporting
Party or Joint Committee information pertaining to denial of claims
for preferential tariff treatment, if any, including the number of
Certificates of Origin not accepted, and reasons for denial.

The importing Party or Joint Committee may request such additional



information as it may consider necessary for its review of the
implementation and operation of Article 3.14 from the exporting Party.

c Taking into account the result of the review provided for in subparagraph
g p paragrap
(a), the Parties or Joint Committee may make recommendations as they may
consider necessary.

6. Option of Rescinding

Anytime five years after the date of entry into force of this Agreement, each Party will
have an option of rescinding the application of this Annex when it determines, on the basis
of a review and on its own discretion, that its interests have been seriously damaged as a
consequence of the application of Article 3.14.

7. Any dispute concerning the interpretation, implementation or application of this
Annex shall not be subject to the procedures and mechanism set out in Chapter Fourteen
(Dispute Settlement).

8. Nothing in this Annex shall affect the rights and obligations of the Parties under
this Agreement, including Section B-2 (Safeguard Measures) of Chapter Two (Trade in
Goods).





