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§ 10.814 Direct costs of processing op-
erations. 

(a) Items included. For purposes of 
§ 10.810(b) of this subpart, the words 
‘‘direct costs of processing operations’’, 
with respect to a good, mean those 
costs either directly incurred in, or 
that can be reasonably allocated to, 
the growth, production, or manufac-
ture of the good in the territory of one 
or both of the Parties. Such costs in-
clude, to the extent they are includable 
in the appraised value of the good when 
imported into a Party, the following: 

(1) All actual labor costs involved in 
the growth, production, or manufac-
ture of the specific good, including 
fringe benefits, on-the-job training, and 
the costs of engineering, supervisory, 
quality control, and similar personnel; 

(2) Tools, dies, molds, and other indi-
rect materials, and depreciation on 
machinery and equipment that are al-
locable to the specific good; 

(3) Research, development, design, 
engineering, and blueprint costs, to the 
extent that they are allocable to the 
specific good; 

(4) Costs of inspecting and testing the 
specific good; and 

(5) Costs of packaging the specific 
good for export to the territory of the 
other Party. 

(b) Items not included. For purposes of 
§ 10.810(b) of this subpart, the words 
‘‘direct costs of processing operations’’ 
do not include items that are not di-
rectly attributable to the good or are 
not costs of growth, production, or 
manufacture of the good. These in-
clude, but are not limited to: 

(1) Profit; and 
(2) General expenses of doing business 

that are either not allocable to the 
good or are not related to the growth, 
production, or manufacture of the 
good, such as administrative salaries, 
casualty and liability insurance, adver-
tising, and salesmen’s salaries, com-
missions, or expenses. 

§ 10.815 Packaging and packing mate-
rials and containers for retail sale 
and for shipment. 

Packaging materials and containers 
in which a good is packaged for retail 
sale and packing materials and con-
tainers for shipment are to be dis-
regarded in determining whether a 

good qualifies as an originating good 
under § 10.810 of this subpart and Gen-
eral Note 30, HTSUS, except to the ex-
tent that the value of such packaging 
and packing materials and containers 
may be included in meeting the value- 
content requirement specified in 
§ 10.810(b) of this subpart. 

§ 10.816 Indirect materials. 

Indirect materials are to be dis-
regarded in determining whether a 
good qualifies as an originating good 
under § 10.810 of this subpart and Gen-
eral Note 30, HTSUS, except that the 
cost of such indirect materials may be 
included in meeting the value-content 
requirement specified in § 10.810(b) of 
this subpart. 

§ 10.817 Imported directly. 

(a) General. To qualify as an origi-
nating good under the BFTA, a good 
must be imported directly from the 
territory of a Party into the territory 
of the other Party. For purposes of this 
subpart, the words ‘‘imported directly’’ 
mean: 

(1) Direct shipment from the terri-
tory of a Party into the territory of the 
other Party without passing through 
the territory of a non-Party; or 

(2) If the shipment passed through 
the territory of a non-Party, the good, 
upon arrival in the territory of a 
Party, will be considered to be ‘‘im-
ported directly’’ only if the good: 

(i) Remained under the control of the 
customs authority of the non-Party; 
and 

(ii) Did not undergo production, man-
ufacturing, or any other operation out-
side the territories of the Parties, 
other than unloading, reloading, or any 
other operation necessary to preserve 
the good in good condition or to trans-
port the good to the territory of a 
Party. Operations that may be per-
formed outside the territories of the 
Parties include inspection, removal of 
dust that accumulates during ship-
ment, ventilation, spreading out or 
drying, chilling, replacing salt, sulfur 
dioxide, or aqueous solutions, replacing 
damaged packing materials and con-
tainers, and removal of units of the 
good that are spoiled or damaged and 
present a danger to the remaining 
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