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I. REPORT AND OTHER MATERIALS OF THE COMMITTEE

A. REPORT OF THE COMMITTEE ON FINANCE

The Committee on Finance, having considered an original bill to
amend the African Growth and Opportunity Act (AGOA), to renew
the Generalized System of Preferences (GSP), and the preferential
duty treatment program for Haiti, and for other purposes, having
considered the same, reports favorably thereon without amendment
and recommends that the bill do pass.

B. SUMMARY OF CONGRESSIONAL CONSIDERATION OF THE BILL

1. Background

On April 20, 2015 Chairman Hatch introduced S. 1009, on which
this bill is based, on behalf of himself and Senator Wyden.

2. Committee Consideration

The Senate Committee on Finance met in open executive session
on April 22, 2015 to consider the Chairman’s Mark to extend the
AGOA preference and amend provisions of the program, to extend
and retroactively apply benefits under the GSP program, and to ex-
tend preferential duty treatment for Haiti. The bill the Committee
considered was based upon S. 1009 of the 114th Congress. During
the Committee’s consideration of the bill, a number of amendments
were offered and two were accepted. The Committee approved the
bill by voice vote.

C. TRADE RELATIONS WITH PREFERENCE PROGRAM BENEFICIARIES

1. United States-Sub-Saharan Africa Trade

In 2000, Congress created a trade preference program called the
African Growth and Opportunity Act (AGOA) with the goals of re-
ducing trade barriers, encouraging increased trade and investment
between the United States and sub-Saharan Africa, supporting re-
gional integration, and incentivizing progress towards reciprocal
trade agreements. To meet these goals, the AGOA program offered
trade preferences and other economic benefits to sub-Saharan Afri-
can countries that met certain criteria, including progress towards
a market economy, respect for the rule of law, elimination of bar-
riers to U.S. trade and investment, and protection of human and
worker rights. AGOA built on existing U.S. trade programs by in-
cluding additional products eligible for duty-free treatment beyond
those previously available under the Generalized System of Pref-
erences (GSP).
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The “third-country fabric” provision in AGOA allows duty-free
treatment of apparel assembled in one or more lesser-developed
AGOA beneficiary countries regardless of the country of origin of
the fabric, subject to a cap of 3.5 percent (by quantity) of all U.S.
apparel imports. Lesser-developed countries are defined in AGOA
as those with a per-capita gross national product of less than
$1,500 as measured by the World Bank. In subsequent amend-
ments of AGOA, Botswana, Namibia, and Mauritius were also
added to the list of lesser-developed countries. At present, 27
AGOA-eligible countries qualify for the third-country fabric provi-
sion.

AGOA has been amended several times since its initial enact-
ment. In 2002, Congress amended AGOA to further increase mar-
ket access for products from sub-Saharan Africa. In 2004, Congress
further amended AGOA, extending its benefits beyond the original
deadline and clarifying certain provisions. This legislation also in-
cluded directives to the President on investment initiatives and
technical assistance. Congress passed legislation in 2006 that fur-
ther amended AGOA and extended third country fabric provisions.
Those provisions were again extended in 2012 to match the expira-
tion date, September 30, 2015, of the underlying AGOA program.

Between 2001 and 2013, imports under the AGOA program in-
creased approximately 10 percent each year from $7.6 billion to
$24.8 billion. In 2013, U.S. imports under AGOA totaled $26.8 bil-
lion, more than four times the amount in 2001. Major U.S. imports
from AGOA countries include crude oil, transportation equipment,
minerals and metals, textiles and apparel products, agricultural
products, and chemicals.

2. Generalized System of Preferences

The Generalized System of Preferences (GSP) program provides
unilateral, nonreciprocal preferential tariff treatment to certain
products imported from designated beneficiary developing coun-
tries. The U.S. program, established by Title V of the Trade Act of
1974, is subject to periodic renewal by Congress, and was last ex-
tended through July 31, 2013.

The President may designate countries as beneficiaries under the
program provided those countries meet the prescribed eligibility
criteria including: restrictions on countries that provide beneficial
access to their market that has a significant negative impact on
U.S. commerce; countries that nationalize, expropriate or otherwise
infringe the property rights of U.S. citizens including patents,
trademarks, or copyrights; and countries that have failed to act in
good faith in recognizing as binding or in enforcing arbitral awards;
as well as requirements that beneficiaries have taken or are taking
steps to grant internationally recognized worker rights and elimi-
nate worst forms of child labor. The statute includes discretionary
criteria the President may take into account in determining eligi-
bility including: the level of economic development; commitments to
provide reasonable and equitable market access; efforts to limit un-
reasonable export practices and reduce trade-distorting investment
policies and practices; and steps taken to grant internationally rec-
ognized worker rights.

The President may withdraw, suspend, or limit a beneficiary’s
GSP status. Graduation from the program may follow the Presi-
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dent’s determination that the country is sufficiently developed.
Mandatory country graduation occurs when the beneficiary is de-
termined to be a “high income country” as defined by official World
Bank statistics. If the President finds that a beneficiary is not
making substantial progress toward any of the eligibility require-
ments, he may take steps to limit or remove the country’s benefits.
The President is required to notify Congress of changes to bene-
ficiary status.

More than 3,500 products are currently eligible for duty-free
treatment, as well as about 1,500 additional articles originating in
Least Developed Beneficiary Countries. The program authorizes
the President to designate certain imports as eligible for duty-free
treatment under the GSP after receiving advice from the United
States International Trade Commission (USITC). Several products
designated as “import sensitive” are specifically excluded from pref-
erential treatment including most textiles and apparel goods;
watches; footwear and other accessories; most electronics, steel,
and glass products; and certain agricultural products that are sub-
ject to tariff-rate quotas.

Leading imports under GSP in 2012, the last full year of imple-
mentation, included petroleum and other oils; rubber tires; alu-
minum alloy plates, sheets, and strips; certain chemical and silver
jewelry.

3. Haiti Preference Programs

In 1983, Congress created the Caribbean Basin Economic Recov-
ery Act (CBERA) in response to deteriorating economic and polit-
ical conditions in the region. The United States’ first regionally-tar-
geted preference program, CBERA provided limited duty-free entry
of select Caribbean exports. CBERA was made permanent with a
few modest additions of eligible products in the Caribbean Basin
Economic Expansion Act of 1990.

On March 1, 2006, the Dominican Republic-Central America-
United States Free Trade Agreement (CAFTA-DR) was imple-
mented, a reciprocal trade agreement that provides partner coun-
tries with more liberal access to the U.S. market. Haiti was the
only major apparel-producing country in the region that was not in-
cluded in CAFTA-DR. As the Haitian economy continued to strug-
gle, Congress passed legislation creating flexible unilateral pref-
erences for Haiti’s apparel sector by amending CBERA to include
the Haitian Hemispheric Opportunity through Partnership Encour-
agement Act of 2006 (HOPE I). These preferences were enhanced
and extended by the HOPE II Act of 2008 (HOPE II) and the Eco-
nomic Lift Program (HELP) Act of 2010.

The HOPE I, HOPE II and HELP programs include special rules
for the duty-free treatment of select apparel imports from Haiti
made from third-country yarns and fabrics and provide duty-free
treatment to apparel articles wholly assembled or knit-to-shape in
Haiti. Access is provided through tariff preference levels for knit
and woven articles; unlimited duty free treatment for certain prod-
ucts including selected women’s and girls’ sleepwear, luggage, and
handbags; and an earned import allowance program. Eligible arti-
cles imported under the program are capped at 1.25% of total U.S.
apparel imports. The programs collectively expire in September
2020.
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In 2013, U.S goods imports from Haiti totaled $847 million. Pref-
erential access made knit and woven apparel the largest import
groups from Haiti totaling $612 million and $191 million respec-
tively.

D. GENERAL DESCRIPTION OF THE BILL
TITLE I: EXTENSION OF AFRICAN GROWTH AND OPPORTUNITY ACT

Section 101—Short title

fSection 101 entitles the bill the “Trade Preferences Extension Act
of 2015.”

Section 102—Findings

In Section 102, Congress finds that the AGOA program is the
center of the United States’ economic relationship with sub-Saha-
ran Africa enhancing trade, investment, job creation, democratic in-
stitutions, development and poverty reduction through trade and
investment. Trade supporting these objectives has more than tri-
pled since the program was enacted in 2000. Congress also finds
that it is in the United States’ long-term economic interest to in-
crease trade with emerging markets and enhance economic and po-
litical ties with the fastest-growing economies in the world. Further
integration of sub-Saharan African countries into the global econ-
omy stimulates these goals and, to that end, the bill includes Con-
gressional findings that the implementation of the Agreement on
Trade Facilitation of the World Trade Organization will strengthen
integration and economic growth in the region. The Committee is
increasingly concerned with market-access and investment barriers
in many sub-Saharan countries, most notably South Africa. Thus
the bill includes Congressional findings that the elimination of
trade barriers in sub-Saharan Africa, including high tariffs, forced
localization requirements, restrictions on investment, and customs
barriers, will create opportunities for workers, businesses, farmers,
and ranchers in the United States and sub-Saharan African coun-
tries, increase utilization of the AGOA program, promote growth
and enhance the trade relationship between the United States and
sub-Saharan Africa.

Section 103—Extension of the African Growth and Opportunity Act

Section 103 extends AGOA and the special rule of origin on third
country fabric from September 30, 2015 to September 30, 2025.

Section 104—Promoting greater regional integration

The Committee believes that further regional integration in sub-
Saharan Africa will spur greater economic development. Therefore,
the Committee included new provisions in Section 104(a) that allow
for accumulation of the direct costs of processing operations per-
formed in one or more beneficiary sub-Saharan African countries or
former beneficiary sub-Saharan African countries in achieving the
required minimum 35 percent local value content. The Committee
believes that this provision will increase program utilization by
deepening regional integration.

Section 104(b) clarifies that rules of origin for certain articles de-
scribed in section 503(a)(1) of the Trade Act of 1974 will apply to
articles that are the growth, product, and manufacture of a sub-Sa-
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haran beneficiary. The general rule of origin governing duty-free
treatment under the GSP program would continue to apply to im-
ports from beneficiary sub-Saharan African countries of any item.

Section 104(c) authorizes the President to amend the Har-
monized Tariff Schedules of the United States to make clear that
articles designated in section 503(a)(1) of the Trade Act of 1974 are
also eligible for beneficial tariff treatment if they are the growth,
product, and manufacture of a sub-Saharan beneficiary. This sec-
tion seeks to ease designation of articles entering the United States
under the AGOA Program.

Section 104(d) makes the amendments in paragraphs (a) and (b)
effective 30 days after the implementation of this Act.

Section 105—Monitoring and review of eligibility

Section 105(a) requires the President to provide at least 60 days’
notification and provide an explanation to Congress and the sub-
Saharan African country in question of his intention to terminate
the designation of such country as a beneficiary sub-Saharan Afri-
can country. This section ensures greater accountability to Con-
gress in the administration of the AGOA program and provides
Congress with adequate time to comment on eligibility decisions.

Section 105(b) allows the President to withdraw, suspend, or
limit duty-free treatment for certain articles if he determines that
such treatment would be more effective in promoting compliance
with eligibility requirements than terminating benefits. The Presi-
dent is required to notify Congress and the country in question at
least 60 days in advance of any action, along with the reasons for
such action. This section provides the President with greater flexi-
bility in administering the program in order to promote compliance
with one or more of the eligibility criteria.

Under the current statute, the President’s only option is to termi-
nate the program, effective January 1 of the following year. How-
ever, in some cases, termination of all benefits is not necessarily
the most effective way to address the underlying problem. For ex-
ample, if a beneficiary’s actions and policies with regards to a spe-
cific sector of their economy violate the eligibility criteria, then the
most effective action to address the violation may be to limit AGOA
benefits with respect to that sector, rather than for all products.
Similarly, if there is an event that contravenes the eligibility cri-
teria that may be temporary in nature, then suspension of benefits
for a limited period of time may be a more effective way to address
the issue than termination of benefits altogether. Finally, if an
event occurs that is so egregious that the Administration deter-
mines benefits should be removed before January 1 of the following
year, this language gives the President the authority to withdraw
those benefits within 60 days, with termination to follow on Janu-
ary 1 of the following year. The Committee expects that the Admin-
istration will, in appropriate circumstances, make full use of the
additional flexibility provided in this section to address situations
where beneficiary countries have taken steps which violate eligi-
bility criteria and which may limit or exclude international trade
and investment.

While this provision provides additional flexibility, the default for
a breach of the criteria remains termination of benefits on January
1 of the following year because AGOA provides benefits above and
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beyond GSP and includes additional eligibility criteria. As such, be-
fore invoking the flexibilities set out in the bill, the President must
determine that withdrawing, suspending, or limiting benefits under
the bill is more effective in promoting compliance with the criteria
than terminating benefits and shall notify Congress of the rationale
for this determination.

The Committee is concerned that, under prior iterations of the
AGOA program, there was no formal mechanism for stakeholders
to voice their concerns about whether a particular country was
meeting its eligibility criteria. Therefore, the Committee included
new provisions in Section 105(c) that require the President to seek
public comment, including a public hearing, and create a petition
process for interested parties to file petitions at any time with the
United States Trade Representative regarding compliance of a ben-
eficiary country. These petitions shall be taken into account in con-
ducting annual monitoring and review of beneficiary countries eli-
gibility and as the President completes reports required under the
act. This provision seeks to increase public engagement in the eligi-
bility review process. It is in the interest of U.S. firms, businesses,
and other entities exporting to, investing in or other otherwise en-
gaged in sub-Saharan Africa to formally notify the President of
trade practices that limit access and investment in beneficiary mar-
kets, or violate eligibility criteria.

Section 105(c) authorizes the President to conduct out-of-cycle re-
views of any beneficiary country to determine whether it is making
continual progress in meeting the eligibility criteria. If the Presi-
dent determines that a beneficiary country is not adequately meet-
ing the eligibility criteria, the President shall terminate the eligi-
bility of that beneficiary country or withdraw, suspend, or limit ap-
plication of duty-free treatment with respect to articles from that
country and report the findings of the review to the Senate Com-
mittee on Finance and the House of Representatives Committee on
Ways and Means. In executive session, the Committee adopted an
amendment requiring the President to conduct an out-of-cycle re-
view of South Africa, the most developed beneficiary under the
AGOA program, to review that country’s compliance with the eligi-
bility criteria. The provision highlights the Committee’s commit-
ment to providing benefits only to those countries making progress
towards compliance with all eligibility criteria.

The Committee is aware that U.S. exporters are subject to mar-
ket access barriers and other issues for several products, which
should be taken into account when reviewing country eligibility.
For example, officials in Republic of South Africa recently indicated
they will attempt to renegotiate commitments made under the
GATS to require foreign owned companies to relinquish 51% own-
ership and control to South Africans. Though South Africa has in-
creased its enforcement efforts, counterfeiting and piracy are ramp-
ant and it also serves as a transit point for counterfeit goods des-
tined for neighboring countries. South Africa developed a draft in-
tellectual property policy that proposed changes to intellectual
property rights (IPR) laws, which, as described in the 2015 Na-
tional Trade Estimate Report, contained significant shortcomings,
including inadequate protections for patents, trademarks and copy-
rights. Additionally, countries that impose barriers or limitations to
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cross-border data flows or otherwise limit digital trade are cause
for concern.

The Committee is concerned that the Republic of South Africa ef-
fectively closed its market to U.S. poultry in 2001 when it imposed
antidumping duties using a questionable methodology, which has
been successfully challenged at the WTO. The Committee is aware
that these issues have been discussed on numerous occasions be-
tween the two governments, but no successful resolution has been
reached. U.S. exports of beef, pork and poultry continue to face
problematic sanitary measures, and the European Union-Southern
African Development Community Economic Partnership Agreement
provisions related to geographical indications potentially erect ad-
ditional barriers to U.S. agricultural exports. The Committee is
very concerned that South Africa has been denying market access
for U.S. poultry for fifteen years while its exports have benefitted
from preferential access to the U.S. market. Section 104(a)(1)(C) of
AGOA provides that, in order to be eligible for preferential duty
benefits, the President must determine that an eligible country has
established, or is making continual progress toward establishing,
“the elimination of barriers to United States trade and investment,
including by . . . the resolution of bilateral trade and investment
disputes.” The Committee considers South Africa’s denial of market
access to U.S. agricultural products an unresolved bilateral trade
dispute and strongly urges that the President and the government
of the Republic of South Africa will take immediate and effective
steps toward elimination of these barriers to international trade.

All the above examples highlight the type of economic concerns
the President should take into account when conducting annual or
out-of-cycle reviews of AGOA eligible countries.

Section 106—Promotion of the role of women in social and economic
development in Sub-Saharan Africa

Section 106, adopted by the Committee in Executive Session, es-
tablishes it is the policy of the United States to promote the role
of women in social, political and economic development through the
AGOA program and clarifies the eligibility criteria under the pro-
gram applies to both men and women.

Section 107—Biennial AGOA Utilization Strategies

Section 107(a) expresses a Sense of Congress that eligible sub-Sa-
haran African countries should develop biennial AGOA Utilization
Strategies to more effectively and strategically utilize benefits
available under AGOA and that the United State trade capacity
building agencies should work with and provide appropriate re-
sources in developing and implementing these strategies. This pro-
vision also encourages USTR to consider requesting strategies from
Regional Economic Communities, as appropriate. The provision en-
courages U.S. agencies providing trade capacity building assistance
in the region to assist beneficiaries in developing and implementing
these strategies. The Committee notes that some of the bene-
ficiaries who have taken fullest advantage of the AGOA program
to date include those who have developed such a strategy. The
Committee believes these strategies increase awareness of the
AGOA program and the breadth of benefits provided.
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Section 107(b) emphasizes that AGOA Utilization Strategies
should identify strategic needs and priorities to bolster AGOA utili-
zation, including by: reviewing potential exports and identifying ob-
stacles to increased regional integration, trade, investment and
poverty reduction; developing a plan to address identified obstacles,
including through full implementation of the Agreement on Trade
Facilitation of the World Trade Organization; and developing a
strategy to promote small businesses and entrepreneurship.

Section 107(c) requires any such report produced pursuant to
Section 107(a) be published on an appropriate Internet website.

Section 108—Deepening and expanding trade and investment ties
between Sub-Saharan Africa and the United States

Section 108 establishes it is the policy of the United States to
deepen and expand trade and investment ties between sub-Saha-
ran Africa and the United States.

Section 108 establishes that the United States should continue to
seek all opportunities to deepen and expand ties between sub-Saha-
ran Africa countries and the United States through accession by
sub-Saharan African countries to the World Trade Organization
and negotiation of Trade and Investment Framework Agreements,
Bilateral Investment Treaties, and Free Trade Agreements with in-
dividual countries and regional economic communities. The Com-
mittee notes that as preference programs are successful in stimu-
lating economic growth through trade and investment, expanding
the rule of law, and improving work conditions in beneficiary coun-
tries, the United States should consider further developing our eco-
nomic relationship with beneficiaries. Negotiation of Trade and In-
vestment Framework Agreements and Bilateral Investment Trea-
ties, and building toward Free Trade Agreements, should be the
goal of further engagement in the region. These agreements not
only ensure permanent access for current beneficiaries, but also en-
sure and protect U.S. opportunities to these growing markets.
While economic development continues to be a factor for selecting
partners to negotiate these agreements, demonstration of substan-
tial progress toward all eligibility criteria under the AGOA pro-
gram should be taken into considerable account for selecting future
Trade and Investment, Bilateral Investment and Trade Agreement
partners.

Section 108 establishes that the United States should promote in
sub-Saharan Africa the implementation of all commitments made
under the World Trade Organization agreement and negotiation of
trade agreements that cover substantially all trade. The Committee
recognizes that continued progress toward implementation of such
commitments will further increase utilization of the AGOA pro-
gram, enhance economic growth in the region, improve the rule of
law and improve work conditions in sub-Saharan Africa. To ensure
that sub-Saharan African countries continue progress towards be-
coming full, competitive partners in the international economic
community, these countries should seek to negotiate agreements
that cover substantially all trade, which remains the standard of
the international economic community.
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Section 109—Agricultural Trade Technical Assistance for Sub-Sa-
haran Africa

Section 109 expands provisions under the AGOA program that
provide agricultural technical assistance to beneficiary countries.
This section increases the number of beneficiaries who may receive
assistance beyond the current cap and broadens the type of tech-
nical assistance available to include food safety standards and sani-
tary and phytosanitary rules. The section prioritizes agricultural
trade technical assistance for businesses and sectors that engage
women. This section directs the President to coordinate agencies
engaged in providing agricultural technical assistance when identi-
fying which beneficiaries should receive assistance and providing
assistance.

Section 110—Reports

Section 110(a) requires the President to submit a biennial com-
prehensive report to Congress on the trade and investment rela-
tionship between the United States and sub-Saharan Africa. The
first such report must be submitted not later than one year after
the date of enactment.

Section 110(b) requires the United States Trade Representative
to submit to Congress every five years a report that evaluates each
AGOA eligible country’s path toward becoming a trade agreement
partner, identifies sub-Saharan countries that have expressed an
interest in entering into a free trade agreement with the United
States, and establishes a plan for negotiating and concluding such
agreements. The first such report must be submitted not later than
one year after the date of enactment.

Section 110(c) sunsets these reports consistent with the duration
of this Act.

Section 111—Technical amendments

Section 111 deletes section 104(b) of the African Growth and Op-
portunity Act, which is duplicative. Beyond those explicitly changed
in the act, the Committee expects no change in compliance proce-
dures as carried out under section 506A(a)(3) to result from delet-
ing section 104(b).

Section 112—Definitions

Section 112 restates the definition of “Beneficiary sub-Saharan
African Country” as described in subsection (e) of section 506A of
the Trade Act of 1974 and as redesignated by this Act. And the sec-
tion defines “sub-Saharan African Country” as defined in section
107 of the African Growth and Opportunity Act.

TITLE II: EXTENSION OF GENERALIZED SYSTEM OF PREFERENCES

Section 201—Extension of Generalized System of Preferences

Section 201 extends the Generalized System of Preferences until
December 31, 2017. This section retroactively applies benefits to
articles imported on or after July 31, 2013 that would have been
eligible for duty-free treatment under the GSP program as of the
date of enactment of this Act.
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Section 202—Authority to designate certain cotton articles as eligi-
ble articles only for least-developed beneficiary developing coun-
tries under Generalized System of Preferences

Section 202 authorizes the President to designate certain cotton
articles, classifiable under subheadings 5201.00.18, 5201.00.28,
5201.00.38, 5202.99.30, and 5203.00.30 of the Harmonized Tariff
Schedules of the United States, as eligible articles for countries
designated as least-developed beneficiary developing countries
under the GSP program. This section implements commitments
made at the World Trade Organization to provide duty-free, quota-
free treatment for certain cotton products originating from least-de-
veloped countries.

Section 203—Application of competitive need limitation and waiver
under Generalized System of Preferences with respect to articles
of beneficiary developing countries exported to the United States
during calendar year 2014

Section 203 allows the Administration to complete the competi-
tive need limitation review and make waiver determinations by Oc-
tober 1, 2015 for products entered in 2014. This section provides
the Administration adequate time to review competitive need limi-
tation petitions for products entered in 2014 while the program
was lapsed.

Section 204—Elimination of the statutory exclusion for travel goods

Section 204 amends section 503(b)(1)(e) of the Trade Act of 1974
by removing the statutory exclusion for travel goods from the Gen-
eralized System of Preferences program. Removing travel goods
from the list of statutorily excluded products allows producers of
such goods to apply for duty-free treatment after undergoing the
review process required under the Generalized System of Pref-
erences program, including analysis from the International Trade
Commission and opportunity for public comment.

TITLE III: EXTENSION OF PREFERENTIAL DUTY TREATMENT PROGRAM
FOR HAITI

Section 301—Extension of Preferential Duty Treatment Program for
Haiti

Section 301 extends preferential access provided under the
HOPE and HELP programs through September 30, 2025.

TITLE IV: TARIFF CLASSIFICATIONS OF CERTAIN ARTICLES

Section 401—Tariff classification of recreational performance outer-
wear

Section 401 amends the Additional U.S. notes to Chapter 62 of
the Harmonized Tariff Schedule of the United States to create new
tariff lines for “recreational performance outerwear.”

Section 402—Modification of definition of certain footwear in the
harmonized tariff schedule of the United States

Section 402 amends the definition of athletic footwear in the
Harmonized Tariff Schedule of the United States. This section
clarifies that footwear for outdoor athletic purposes that contains
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protective elements, such as water proofing, should be classified as
“athletic” rather than “protective.” Athletic footwear with features
that protect against the elements is presently classified in the HTS
as footwear that is protective in nature, subject to a higher tariff
than general athletic footwear.

Section 403—Effective date

Section 403 indicates the changes in Title IV shall take place 15
days after enactment.

TITLE V: MISCELLANEOUS PROVISIONS

Section 501—Report on contribution of trade preference programs to
reducing poverty and eliminating hunger

Section 501 requires the President to submit a report to Congress
on U.S. preference program’s contributions to the reduction of pov-
erty in beneficiary countries.

TITLE VI: OFFSETS

Section 601—Customs user fees

Section 601(a) amends Section 13031(G)(3)(A) of the Consolidated
Omnibus Budget Reconciliation Act of 1985 to extend the period
that the Secretary of the Treasury may charge for certain customs
services for imported goods from September 30, 2024 to July 7,
2025.

Section 601(b) extends the ad valorem rate for the Merchandise
Processing Fee collected by Customs and Border Protection that
offsets the costs incurred in processing and inspecting imports,
from June 30, 2021 to September 30, 2025.

Section 602—Time for payment of corporate estimated taxes

Section 602 provides that for corporations with at least one bil-
lion dollars in assets, the corporate estimated tax due in 2020 will
be increased by 5.25 percent, with the subsequent installment
being reduced to reflect the prior increase.

Section 603—Improved information reporting on unreported and
underreported financial accounts

PRESENT LAW

The Code requires that every person who makes a payment of re-
portable interest (as defined) of $10 or more to any other person
during any calendar year report the aggregate amount of the pay-
ment and information identifying the recipient on an information
return (Form 1099-INT) to the IRS. This report is not required to
be filed for payments to exempt recipients and certain non-U.S.
persons. The Code also requires that the payor furnish the cor-
responding information statements to payees named on the infor-
mation returns showing the information that is reported to the
IRS.

REASONS FOR CHANGE

A number of people have been earning income, not paying tax on
that income, and using non-interest bearing financial accounts,
such as non-interest bearing bank accounts, to hide this money
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from the IRS. In addition, a number of people, when they have
earned interest of less than $10 from one payor, have not been re-
porting that interest income even though they are legally required
to do so, because they are not receiving a Form 1099-INT with re-
spect to that interest income. This provision addresses both of
these issues.

EXPLANATION OF PROVISION

The provision revises the reporting requirement to eliminate the
minimum interest threshold of $10 and applies information report-
ing requirements and penalties for banks and other persons that
hold non-interest bearing deposits.

EFFECTIVE DATE
The provision applies to returns filed after December 31, 2015.

II. BUDGETARY IMPACT OF THE BILL

In compliance with sections 308 and 403 of the Congressional
Budget Act of 1974, and paragraph 11(a) and (b) of rule XXVI of
the Standing Rules of the Senate, the following letter has been re-
ceived from the Congressional Budget Office on the budgetary im-
pact of the legislation:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, May 11, 2015.

Hon. ORRIN G. HATCH,
Chairman, Committee on Finance,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed revised cost estimate for a bill to extend the Af-
rican Growth and Opportunity Act, the Generalized System of Pref-
erences, the preferential duty treatment program for Haiti, and for
other purposes as ordered reported by the Senate Committee on Fi-
nance on April 22, 2015. This estimate revises the cost estimate
that CBO provided for the legislation on May 6, 2015, because it
did not include the budgetary effects of subsequent technical and
conforming amendments provided to CBO on May 8, 2015.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are Mark Grabowicz for
federal spending and Ann Futrell and Susan Willie for federal reve-
nues.

Sincerely,
KEITH HALL.

Enclosure.

S. 1267—A bill to extend the African Growth and Opportunity Act,
the Generalized System of Preferences, the preferential duty
treatment program for Haiti, and for other purposes

Summary: The legislation would extend reduced tariff rates im-
posed on products imported under the African Growth and Oppor-
tunity Act (AGOA), the Generalized System of Preferences (GSP),
and the Haitian Hemispheric Opportunity through Partnership En-
couragement Act. The bill also would shift some corporate income
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tax payments between fiscal years, expand the account information
that financial institutions and others are required to report to the
Internal Revenue Service (IRS), and increase the rate of certain
fees collected by Customs and Border Protection (CBP) as well as
extend the authority to collect those fees.

CBO and the staff of the Joint Committee on Taxation (JCT) es-
timate that enacting the bill would reduce direct spending by $5.9
billion and reduce revenues by about $5.8 billion over the 2015—
2025 period—resulting in a decrease in deficits over the 11-year pe-
riod of $81 million. Pay-as-you-go procedures apply because enact-
ing the legislation would affect direct spending and revenues. CBO
estimates that the Congressional reports called for under the bill
would cost $1 million over the 2015-2020 period, assuming avail-
ability of appropriated funds.

CBO has determined that the nontax provisions of the bill con-
tain no intergovernmental mandates as defined in the Unfunded
Mandates Reform Act (UMRA) and would not affect the budgets of
state, local, or tribal governments. JCT has determined that the
tax provisions of the bill contain no intergovernmental mandates.

CBO has determined that the nontax provisions of the legislation
contain private-sector mandates on entities required to pay mer-
chandise processing fees. CBO estimates the aggregate cost of the
mandates would exceed the annual threshold established in UMRA
for private-sector mandates ($154 million in 2015, adjusted annu-
ally for inflation). JCT has determined that the tax provisions of
the bill contain no private-sector mandates.

Estimated cost to the Federal Government: The estimated budg-
etary effects of the bill are shown in the following table. The costs
of this legislation fall within budget functions 750 (administration
of justice) and 370 (advancement of commerce).
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Basis of estimate: For this estimate, CBO assumes that the legis-
lation will be enacted by July 1, 2015.

Direct Spending

Under current law, the authority to charge merchandise proc-
essing fees collected by Customs and Border Protection will expire
after September 30, 2024. The bill would extend the authority to
collect those fees through July 7, 2025. The bill also would raise
the rate of the merchandise processing fee from 0.21 percent to
0.3464 percent of the value of goods entering the U.S. for the pe-
riod beginning July 1, 2021, and ending June 30, 2025. CBO esti-
mates those actions would increase offsetting receipts (certain col-
lections that are treated as reductions in direct spending) by about
$5.9 billion over the 2021-2025 period. To project collections of
merchandise processing fees, CBO assumes that the fees collected
in future years will grow at the same rate seen in recent years—
about 5 percent. In 2014 collections from the merchandise proc-
essing fee totaled $2.3 billion. By 2024 CBO estimates those collec-
tions will total about $2.7 billion under current law. CBO expects
that the proposed increase in the fee rate would have a very minor
effect on the value of goods entering the U.S.

Revenues

CBO’s estimates of the revenue effects of proposals to lower tariff
rates charged on imports from certain countries or on certain goods
are based on historical data about the value and volume of those
goods entering the United States. Using that historical data, CBO
develops a baseline of future collections that accounts for expected
growth in trade over the next ten years. To estimate tariff collec-
tions under the proposed legislation, CBO considers both general
growth in trade as well as changes in demand that are likely to re-
sult from lower rates. The changes in revenues for each of the pro-
grams discussed below reflect the difference between the baseline
estimate of collections for each program using effective tariff rates
under current law and projected collections under each proposal
using the proposed duty rate, net of payroll and income tax offsets.
CBO assumes that the lower tariffs under the legislation would re-
sult in an increase in overall imports, as well as a diversion of im-
ports from countries or import categories that would not be eligible
for lower tariffs to those that would.

Extension of African Growth and Opportunity Act. Under AGOA
the U.S. provides nonreciprocal tariff reductions to roughly 40 eligi-
ble sub-Saharan countries for certain goods that the U.S. imports.
The bill would extend the authority for reduced tariffs under
AGOA, which are set to expire at the end of September 30, 2015,
through September 30, 2025. The bill also would extend the special
rule that would apply to certain lesser-developed sub-Saharan
countries under AGOA. The special rule also expires on September
30, 2015. Under this rule a lesser-developed country may export
duty-free to the United States any apparel good that is assembled
within the country, regardless of the origin of the fabric or yarn.
In addition, the bill would revise the rules of origin for AGOA bene-
ficiary countries under GSP to expand the value of products that
would qualify for duty free treatment. CBO estimates that extend-
ing and amending AGOA would reduce revenues by $2.8 billion
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over the 2015-2025 period, net of payroll and income tax offsets.
That estimate includes the revenue loss after December 31, 2017,
from imports that are eligible for duty free treatment under GSP
(which the bill would extend through December 31, 2017).

Extension of General System of Preferences. Under the GSP the
U.S. affords nonreciprocal tariff reductions to approximately 130
developing countries. Generally, duty-free treatment of imported
goods from GSP-designated developing countries is extended to
products that are predominately produced only in those countries.
The bill would renew GSP, which expired on July 31, 2013, and
continue its authority through December 31, 2017. Under the bill,
importers or exporters that would have otherwise qualified for re-
duced tariffs under GSP could obtain refunds for tariffs paid after
July 30, 2013, that would not have been payable had GSP been in
effect. CBO estimates that renewing GSP would reduce revenues
by $2.5 billion over the 2015-2025 period, net of payroll and in-
come tax offsets. This estimate includes the cost, through Decem-
ber 31, 2017, of imports that are eligible for duty free treatment
under the African Growth Opportunity Act (which would be ex-
tended through 2025 under this bill).

Extension of Preferential Duty Treatment for Haiti. Under the
Haitian Hemispheric Opportunity through Partnership Encourage-
ment Act, certain textile and apparel goods imported to the U.S.
from Haiti are eligible for duty-free treatment if restrictions re-
garding the source of the yarns and fabrics used in the imported
goods are met. Portions of this program will begin to expire in
2016; the bill would extend this duty-free status through 2025.
CBO estimates that enacting this provision would reduce revenues
by $520 million over the 2015-2025 period, net of payroll and in-
come tax offsets.

Duty Treatment for Certain Footwear. The bill would establish
new categories in the Harmonized Tariff Schedule (HTS) for spe-
cialized athletic footwear that would enter the United States at a
reduced duty rate. Footwear imports that meet the criteria for
these new categories currently are charged a duty rate of 37.5 per-
cent, the rate would fall to 20 percent under the bill. In 2014, im-
ports in the HTS categories that include, among other things, arti-
cles that would be eligible for duty-free treatment under the bill to-
taled about $33 million. Based on information from the Inter-
national Trade Commission and industry sources familiar with the
provisions of the bill, CBO expects that nearly 75 percent of that
amount would be eligible for the lower duty treatment. That per-
centage includes products expected to be imported under current
law that would qualify for the lower duty rate under the bill and
other imports that would shift from other dutiable categories. The
estimate of revenue losses is partially offset by customs duties from
new trade that would be generated as a result of the lower duty
status. CBO estimates that enacting this provision would reduce
revenues by $25 million over the 2015-2025 period, net of payroll
and income tax offsets.

Shift in Payment of Corporate Estimated Tax. The legislation
would shift payments of corporate estimated taxes between fiscal
years 2020 and 2021. For corporations with at least $1 billion in
assets, the bill would increase the portion of corporate estimated
payments due from July through September in 2020. The staff of



18

the JCT estimates that those changes would increase revenues by
$3.8 billion in 2020 and reduce revenues by the same amount in
2021.

Improved Information Reporting on Unreported and Under-
reported Financial Accounts. The legislation would expand the ac-
count information that financial institutions and others are re-
quired to report to the IRS and the holder of specified accounts. In
particular, this information would have to be provided for interest
bearing accounts when the annual interest earnings are less than
$10, the threshold for reporting under current law, and also would
have to be provided for certain non-interest bearing accounts that
are currently not subject to reporting requirements. The staff of the
JCT estimates that enacting this provision would increase revenues
by $90 million over the 20152025 period.

Travel Goods. Under section 204, the President would have the
discretion to eliminate import duties on travel goods brought to the
U.S. from countries eligible for preferential tariff treatment under
GSP. Another provision of the legislation would extend GSP au-
thority through December 31, 2017. Travel goods are a category of
consumer goods that includes handbags and luggage. In 2014,
about $60 million in duties were collected for travel goods imported
to the U.S. from countries eligible for GSP.

Based on information from the U.S. Trade Representative re-
garding past decisions made by the Administration to reduce duty
rates, CBO expects that the likelihood of the President selecting
any or all of the items in the travel goods category for this special
treatment is quite small. Thus, CBO estimates this section would
reduce revenues by less than $500,000 over the 2015-2025 period.

Spending subject to appropriation

The bill would require the United States Trade Representative to
prepare a series of reports on trade activities with sub-Saharan Af-
rican countries and their interest in entering into free trade agree-
ments with the United States. Based on the cost of similar reports,
CBO estimates that the costs to prepare that series would be sig-
nificantly less than $500,000 annually, and would total about $1
million over the 2015-2020 period.

Pay-As-You-Go considerations: The Statutory Pay-As-You-Go Act
of 2010 establishes budget-reporting and enforcement procedures
for legislation affecting direct spending or revenues. The net
changes in outlays and revenues that are subject to those pay-as-
you-go procedures are shown in the following table.
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Estimated impact on state, local, and tribal governments: CBO
has determined that the nontax provisions of the bill contain no
intergovernmental mandates as defined in UMRA and would not
affect the budgets of state, local, or tribal governments. JCT has
determined that the tax provisions of the bill contain no intergov-
ernmental mandates.

Estimated impact on the private sector: CBO has determined
that the nontax provisions of the legislation would impose private-
sector mandates, as defined in UMRA, on entities required to pay
merchandise processing fees. The bill would extend those fees
through July 7, 2025; the fee rates would increase beginning July
1, 2021, and ending June 30, 2025. Some of the entities that are
required to pay merchandise processing fees may also accrue sav-
ings related to the preferential tariff treatment accorded to certain
products that would be extended under the bill. However, CBO es-
timates that the aggregate cost of the mandates would exceed the
annual threshold established in UMRA for private-sector mandates
($154 million in 2015, adjusted annually for inflation). JCT has de-
termined that the tax provisions of the bill contain no private-sec-
tor mandates.

Previous CBO estimate: On May 6, CBO transmitted a cost esti-
mate for a bill to extend the African Growth and Opportunity Act,
the Generalized System of Preferences, the preferential duty treat-
ment program for Haiti, and for other purposes after the Senate Fi-
nance Committee ordered the legislation reported on April 22,
2015. That estimate did not include the effects of technical and con-
forming amendments subsequently provided to CBO by the Senate
Finance Committee on May 8, 2015, that reduced the cost of the
legislation by $156 million over the 2015-2025 period. This cost es-
timate of the legislation as ordered reported revises the CBO cost
estimate provided on May 6, 2015 to incorporate those effects.

On April 29, 2015, CBO transmitted a cost estimate for H.R.
1891, a bill to extend the African Growth and Opportunity Act, the
Generalized System of Preferences, the preferential duty treatment
program for Haiti, and for other purposes, as ordered reported by
the House Ways and Means Committee on April 23, 2015. The Sen-
ate committee bill contains a provision that would provide duty-
free treatment for certain shoes, which would reduce revenues by
$25 million over the 2015-2025 period that was not included in the
House committee bill. The Senate committee’s bill also includes a
provision regarding information reporting on unreported and
underreported financial accounts that was not included in the
House committee bill. Otherwise, CBO’s estimates of the budgetary
effects of the Senate and House committee bills are the same.

Estimate prepared by: Federal Costs: Mark Grabowicz; Federal
Revenues: Ann Futrell, Susan Willie, Mark Booth, and staff of the
Joint Committee on Taxation; Impact on state, local, and tribal
governments: Jon Sperl; Impact on the private sector: Paige Piper/
Bach.

Estimate approved by: Theresa Gullo, Assistant Director for
Budget Analysis.



21

May 11, 2015.

Hon. ORRIN G. HATCH,

Chairman, Committee on Finance,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed revised cost estimate for a bill to extend the Af-
rican Growth and Opportunity Act, the Generalized System of Pref-
erences, the preferential duty treatment program for Haiti, and for
other purposes as ordered reported by the Senate Committee on Fi-
nance on April 22, 2015. This estimate revises the cost estimate
that CBO provided for the legislation on May 6, 2015, because it
did not include the budgetary effects of subsequent technical and
conforming amendments provided to CBO on May 8, 2015.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are Mark Grabowicz for
federal spending and Ann Futrell and Susan Willie for federal reve-
nues.

Sincerely,
KEITH HALL.

Enclosure.

III. VOTES OF THE COMMITTEE

In compliance with paragraph 7(c) of rule XXVI of the Standing
Rules of the Senate, the following statements are made concerning
the roll call votes in the Committee’s consideration of the original
bill to extend the African Growth and Opportunity Act, the Gener-
alized System of Preferences, the preferential duty treatment pro-
gram for Haiti, and for other purposes.

A. MoTION TO REPORT THE BILL

An original bill to extend the African Growth and Opportunity
Act, the Generalized System of Preferences, the preferential duty
treatment program for Haiti, and for other purposes, was ordered
favorably reported by voice vote with a quorum present on April
22, 2015.

B. VOTES ON AMENDMENTS

(1) An amendment to require the President to conduct an out-of-
cycle review of South Africa was agreed to by voice vote.

(2) An amendment to promote the role of women in social and
economic development in sub-Saharan Africa was agreed to by
voice vote.

(3) An amendment sponsored by Senator Toomey to benefit
American Citizens and strengthen the economies of America’s most
vulnerable trading partners. Defeated by roll call vote, 10 ayes, 16
nays:

Ayes—Isakson, Portman, Toomey, Coats, Heller, Scott (proxy),
Menendez, Carper (proxy), Casey, Warner (proxy).

Nays—Hatch, Grassley, Crapo, Roberts, Enzi, Cornyn (proxy),
Thune, Burr, Wyden, Schumer, Stabenow, Cantwell, Nelson,
Cardin, Brown (proxy), Bennet.

(4) An amendment to extend the tariff preference level on certain
imports of textiles from Bahrain under the United States-Bahrain
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Free Trade Agreement, with an offset. Defeated by roll call vote,
10 ayes, 16 nays:

Ayes—Toomey, Wyden, Schumer, Stabenow, Cantwell, Nelson,
Menendez, Cardin, Bennet, Warner (proxy).

Nays—Hatch, Grassley, Crapo (proxy), Roberts, Enzi, Cornyn
(proxy), Thune, Burr, Isakson, Portman, Coats, Heller, Scott, Car-
per (proxy), Brown, Casey.

IV. REGULATORY IMPACT OF THE BILL

Pursuant to the requirements of paragraph 11(b) of rule XXVI of
the Standing Rules of the Senate, the Committee states that the
resolution will not significantly regulate any individuals or busi-
nesses, will not affect the personal privacy of individuals, and will
result in no significant additional paperwork.

The following information is provided in accordance with section
423 of the Unfunded Mandates Reform Act of 1995 (UMRA) (Pub.
L. No. 104—04). The Committee has reviewed the provisions of S.
3326 as approved by the Committee on July 18, 2012. In accord-
ance with the requirement of Pub. L. No. 104-04, the Committee
has determined that the bill contains no intergovernmental man-
dates, as defined in the UMRA, and would not affect the budgets
of state, local, or tribal governments.

V. CHANGES IN EXISTING LAW MADE BY THE BILL,
AS REPORTED

In the opinion of the Committee, in order to expedite the busi-
ness of the Senate, it is necessary to dispense with the require-
ments of paragraph 12 of rule XXVI of the Standing Rules of the
Senate (relating to the showing of changes in existing law made by
the bill as reported by the Committee).

O
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