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Introduction

1. The purpose of this document is to provide the Committee of Governmental Experts with
additional information on the 36 Harmonized Commodity Description and Coding System codes (HS
codes) proposed by the MAC Protocol Study Group (the Study Group) for inclusion in the Annexes to
the preliminary draft MAC Protocol.

2. The first part of the spreadsheet (shaded in green) contains a directory of 36 HS codes,
identified in ascending numerical order, covering equipment identified by the Study Group as
appropriate for consideration and possible inclusion under the future MAC Protocol. The spreadsheet
contains a second section (shaded in orange) covering 75 HS codes that the Study Group deemed
as unsuitable for inclusion in the future MAC Protocol.

3. The information contained in this document is based upon research undertaken by the
UNIDROIT Secretariat and data provided by the MAC Protocol Working Group.! Further information on
the development of this document and the Study Group process is provided in the background section
below.

Information contained in the spreadsheet

4. The first column in the below spreadsheet contains 4-digit HS codes (e.g., 8429)
accompanied by the relevant description (e.g., self-propelled bulldozers, angledozers, graders,
levelers, scrapers, mechanical shovels, excavators, shovel loaders, tamping machines and road
rollers) sourced from the World Customs Organization (WCO) HS Nomenclature (2012 edition),
governed by the International Convention on the Harmonized Commodity Description and Coding
System.

t The MAC Protocol Working Group is an independent body outside the purview of UNIDROIT that was
formed in 2015 to encourage private sector participation in developing the MAC Protocol. The Working Group is
also responsible for communicating and representing private sector interests during the drafting process.



2. UNIDROIT 2017 - Study 72K - CGE1 - Doc. 5 corr.

5. The HS codes identified in the document have been selected from Chapters 82, 84, and 85
of the HS Nomenclature, which are separated by grey lines. The 4-digit HS codes cover categories
of equipment which are too broad for inclusion under the future MAC Protocol. Accordingly, the
second and third columns identify a sub-category of the 4-digit HS codes by reference to 6-digit
(e.g., 842920) more specific HS codes accompanied by their description (e.g., graders and levelers).
The fourth column entitled "Examples and Uses” attempts to identify a typical example of equipment
that is covered by the relevant 6-digit HS code, explaining its uses in relation to mining, agricultural,
or construction activities (e.g., see 820713 - Machines used for tunnel boring (i.e. build tunnels) and
parts utilized both in the construction and mining industries). The fifth column includes an image of
the equipment covered by the relevant HS code. These two columns were included in order to assist
the participants at the first session of the Committee of Governmental Experts to better understand
the kind of equipment covered by the selected HS codes.

6. As one of the three main criteria for developing future protocols under Article 51 of the Cape
Town Convention is “high value”, a sixth column identifying the range of list prices for new equipment
has been included, as provided and verified by the private sector-led Working Group. A range has
been selected instead of an approximate value because some 6-digit HS codes may cover a variety
of equipment of the same type (e.g., see 842952).

7. Related to the pricing of new equipment, the adjoining seventh column, entitled "COMTRADE
Statistics,” identifies the volume of annual global exports/imports of the equipment covered by the
relevant 6-digit HS code. COMTRADE is maintained by the United Nations Statistics Division that also
assisted the Secretariat in pulling this data from the database. The main purpose for including this
column is to verify that there is indeed a significant market/demand for that type of equipment.

8. The eighth column named “Category” classifies the equipment covered by the 6-digit code
under one or more types of equipment, namely mining, agricultural, or construction. This
classification is important for the placing of the relevant HS code into one of the three Annexes to
the preliminary draft MAC Protocol that separately cover mining, agricultural, and construction
equipment. Some 6-digit HS codes contain different, though related, types of equipment that may
be used in two or all of the three industries. Where that is the case, the relevant 6-digit HS code has
been listed in multiple Annexes to the preliminary draft MAC Protocol.

9. The ninth column attempts to identify whether the equipment covered by the relevant HS
code is separately financed in practice. Separate finance-ability was one of the criteria applied by the
Study Group to consider the suitability of equipment covered by the selected HS codes under the
preliminary draft MAC Protocol.

10. The tenth column examines whether the equipment covered by the 6-digit HS code has a
serial number. At times, the equipment may be composed of various components that have their
own serial numbers. This column also captures those situations.

11. The eleventh and final column has been included to examine whether the type of equipment
covered by the relevant 6-digit HS code is commonly associated with an immovable (e.g., a crane
that is affixed to a concrete slab). The purpose of this column is to inform the deliberations on the
drafting of articles relating to immovable-associated equipment. For some 6-digit HS codes, the
answer is “in some instances” because the relevant equipment may be used in a manner that does
or does not require its affixation.
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Background

12. This spreadsheet is based upon previous documents prepared by the UNIDROIT Secretariat for
consideration by the Study Group at its second meeting (Rome, March 2015) and subsequently
updated for the third and fourth Study Group meetings.2 The document has been further revised by
the UNIDROIT Secretariat for consideration by the first session of the Committee of Governmental
Experts.

13. The HS codes considered by the Study Group were derived from an original list of 97 HS
codes provided by the private industry during consultations in Washington in 2013 and 2014. The
list was later expanded upon request by the private sector-led MAC Protocol Working Group.

14. Following its fourth meeting, the Study Group divided the spreadsheet of HS codes into three
Tiers, based on the degree of their suitability for the purposes of the future MAC Protocol. Tier 1
contained “suitable codes;” Tier 2 “possible codes;” and Tier 3 “unsuitable codes.” This three-tier
system was devised by the Study Group to categorize the initial list of HS codes identified by the
mining, agriculture, and construction (MAC) industry. The criteria for categorization of HS codes are
further explained in the Legal Analysis document, Study 72K - CGE1 - Doc. 4, at paragraph 16. Over
the course of deliberations, several HS codes were re-categorized based on the new information
provided to the Study Group.

15. To simplify matters, in the document now provided to the Committee of Governmental
experts, the former Tier 1 HS codes have now been identified by green shading as the suitable codes,
and the former Tier 2 and Tier 3 codes has now been identified by orange shading as the unsuitable
codes.

16. The orange shaded HS codes cover equipment that was not found to be suitable for inclusion
in the future MAC Protocol for a number of reasons, including; i) the HS code covered only parts of
equipment that are not separately financed; ii) the HS code covered multipurpose equipment
predominantly used in industries other than mining, agriculture, and construction (e.g., the
equipment is used predominantly in transportation); or iii) the HS code mainly covered items of
insignificant market value.

2 For earlier iterations of the spreadsheet considered by the Study Group, please see UNIDROIT 2015 -
Study 72K - SG2 - Doc. 3, UNIDROIT 2015 - Study 72K - SG3 - Doc. 4, UNIDROIT 2016 - Study 72K - SG4 -
Doc. 4 and UNIDROIT 2016 — Study 72K - SG4 - Doc. 8.
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CHAPTER 82 - tools, implements, cutlery, spoons and forks, of base metal; parts thereof of base metal

CHAPTER 84 - Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof
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CHAPTER 84 - Nuclear reactors, boilers, machinery and mechanical appliances; parts thereof
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