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QIZ in Lines

Whatisa QIZ?

A &l or a "Qualifying Industrial Zone” is any area that has been
specified as such by the U.5. Govemment, and designated by local
authorities as an enclave where merchandise may enter U.S markets
without payment of duty or excise taxes, and without the requirement
of any reciprocal benefits, A &lZ should encompass portions of the
territory of Jordan and lsrael,

What does the Q1Z offer?

The &llZ represents an unprecedented opportunity to gain duty-free
access to the U.S. market. Thus, eligible products will be more price
competitive.

How many QIZs are there?

On March 6, 1998 the U.S. Trade Reprasentative (UTSR) designated the
Al-Hassan Industrial Estate as a "Qualifying Industrial Zone". This is the
first &IZ designated by the USTR, Other areas in Jordan and Israel that
meet eligibility requirements will be designated as «ilZs in the near
future,

What does designation of a QIZ do to Jordan?

Designation of the Al-Hassan Industrial Estate at Irbid, north of Jordan,
as the First QIZ in the world, makes the products produced in this Estate
eligible for duty-free entry into the United States, provided they meet
certain criteria. In many cases, this means that products produced in
the zone can entfer the U.S. af lower, more competitive prices than
similar products from other countries. Moreover, the QIZ will increase
Jordanm's export 1o the U.S. market, which will provide significant
Incentives for foreign investments in Jordan, especially from the U.S.,
Europe, Arab countries and East Asian countries. It will assist in
tfransferring advanced fechnology fo Jordan, and maintaining long-
fermn growth. It will help to create new jobs, enhance productivity, and
sfrengthen competitivenass of Jordanian productsin global markets.
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How much in U.S. Customs tariff

would the investor be saving?

» From 20% up to 33.6% on woven fabrics, textiles, garments,
swimwear, body suifs, shirfs, frousers, suits, jackets, raincoats,
underwear, blouses, skirts, blazers, ski-suits, anoraks, for both women
and men.

» From 25% up 1o 48% on footwear: waterproof, with metal toe-cap,
coverng the knee, covering the ankle, sports footwear, designed for
use without closure, work footwear, footwear with open foes or open
heels, footwear of the slip-on type, and parts of footwear.

» From 18% up to 34.2% on tableware, kitchenware, other household
and toilet articles of porcelain or ching, hotel or restaurant ware,
glassware, ceramic fableware, glass ceramics, drinking glasses,
other glassware of lead crystal.

» At 75% on perfumes and foilet waters containing or not containing
alcohaol.

» At 49% on medicaments containing Penicillin or derivatives thereof.

» At 45% on medicarnents for veterinary use.
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Qualif}'ing‘ Your Product

What is the primary requirement for

obtaining duty-free treatment?

The primary regquirement is that 35% of the appraised value of a
product (cost of content plus direct cost of producing operatfions)
[chart 1) must be maintained by a manufacturer located within the
QUZ , as follows:-

First:-

If the manufacturer on the Jordanian side of the &lZ and the
Israell manufacturer each contfribute and mainfain at least
one third of the minimum 35% content required under the
Legislafion and Proclamation for duty-free freatment in the
United States; ( The Israeli content was reduced to 7% for high-
tech products and to 8% for other Industries. for a period of five
years starfing February 1999 ).

Chart 1
U.5. Requirement for
Product Content for g
Duty-Free Entry 1gg£ _

B 465%: From US 80,
or anywhere in 70%,
the world 60% |

71 35%: Any 50%
combination of 40%
input from 30%
Jordan &lZ, The 20%
West Bank [ 10%
Zaza, and 0% _|

Israel
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Second:-

If the manufacturer on the Jordanian side of the QIZ and the
Israeli manufacturer each contribute and maintain at least
20% of the total cost of production of goods eligible for duty-
free freatment, excluding profits, even Iif the costs cannot be
considered as part of the 35% minimum content requirement
[chart 2).

Third:-

A situation where one party contiibutes to the product in
accordance o altemnative First and the other party contributes
to the same product in accordance to the alternative Second
is permitted (i.e. Mixing and matching of First and Second
between the two parties ).

Chart 2
Production Cost-
Sharing Requirement o

of Jordan/lsrael QIZ 100% _

Agreement ?0%

B 40%: From 80%
anywhere else In 70% L

the world 0%,
= |
B 20%: From an E'D:“ |
Isrceli 40% |
manufaciurer 30% |
20% _

[ 20%: From @ B

manufacturer in o

thie Jordanian QIZ 0%
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Is every product produced in a QIZ entitled to duty-free
entry into the ULS.? What rules of origin apply?
No. Products frorm QIZs are entitled for duty-free entry if and only if:

1- It is wholly the growth, product or manufacture of the QllZ or a
new or different arficle of commerce that has been grown,
produced or manufacturedin the QIZ.

2- The sum of;

|- The cost or value of the materals produced in QlZ, the
West Bank/Gaza Strip or Israel, plus

I- The direct costs of processing operations performed In
the QlZ, The West Bank/Gaza Stip or lsrael, is not less
than 35% of the appraised value of such articles; and

3- Itisimported from &IZ or lsrael.

No arficle should be considered a new or different arficle of
commerce, and no materials shall be included for purposes of
determining the 35% requirement, by vitue of merely having
undergone simple combining or packaging operations, or mere
dilution with water, or with another substance that does not materially
alter the characteristics of the artficle.

Materials which are used in the production of aricles in the &llZ, West
Bank/Gaza Stip, or Israel, and which are the product of the U.5. may
be counted in an amount up to 15% of the appraised value of such
arficles.
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How is a new and different article of commerce defined?

A new and different article of commerce is one which has been
substantially transformed as a result of manufacture in a QI into an
arficle having a new name, character or use. Examples of substantial
transformation include weaving fabric from yam, making orange
juice concentrate from oranges and other ingredients and so on.

How does the U.S. Customs determine the "Appraised
Value" of imported merchandise from the QIZ against
which the 35% wvalue-content requirement is calculated?
Does the appraised value include costs incurred
subsequent to manufacture in the QIZ, such as shipping

and insurance costs and taxes?

Appraised value is determined in accordance with the WIO
Agreement on Customs Valuation. Generdlly, the appraised value of
all merchandise imported into the U.S. is transaction value of the
goods. Transaction value is the price actually paid or payable by the
buyer to the seller for the merchandise when sold for exportation to the
LS., plus certain amounts such as the packing costs incurred by the
buyer, Transaction value does not include international freight,
insurance and other C.1.F. charges that the buyer makes to the seller. It
also does not include the cost to transport goods after imporiation
into the U.S. or U.S. Federal Duties or Taxes. Taxes assessed by a Foreign
Government which are included in the price actually paid or payable
by the buyer to the seller are included in the transaction value, unless
the taxes are refunded by the Foreign Government prior to the
iImporation of the goods into the U.S,
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Procedures and Approval

Who qualifies the products?

A joint committee was formed with fwo co-chairmen: a Jordanian
appointed by the Jordanian Govemnment and an Israell appeointed by
the Israell Government to approve all products complying with the QIZ
agreement.Coordingtion will be made via the co-chairmen of the
committee. The co-chaimen are responsible for filing and keeping all
submitted material for a period of at least five years.

Whatis the Committee's Jurisdiction?

The committee is authorized to approve products produced in the &2
in accordance with the QIZ agreement. The reply of the committee
(approval or denial) will be sent to the applicant by the chairman from
his respective country.

What happens in the case of denial?

In case of denial, the applicant is allowed to appeal to a board of
appeals. A Board of Appeals appointed by the parties will deal with
appeals, The board of appeals will convene within 30 days of the
appeal.
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How does the Application look like?
Page 1

Qualified Product Request

| 0| 0721 1}
Manufacturer Exporter

2-Company Reg. No. . DAL e

3-Registered Capital (TD & UISEY) oo v

4- Volume of Investment JD & USD) oo

5- Authorized Signatory:

6- Address:
BURTeE 6 ] Lo R URRORERURRE | .| . 1. R ;
Tel: Fax: oo

7- Products of Company (General Description)



Page 2

8- Qualified Product:

(THE FOLLOWING RELATES TO QUALIFIED PRODUCTS ONLY)

9- Employees:
9.1 Direct Labor Cost:

Salaries & Fringe Benefits




Poge 3

10- Inputs:
10.1- Major Inputs:

: Type . : g | e s
Material (Raw, Inter, HTS Source Qty (unit) Cost(USD)
Oither)
|
I S — — ]
| g
— — — —
i = _ I S A

) Type | |
Material (Acc., Aux., Cost (USD)

Anc.)

Acc.: Accessories  Aux.: Auxiliaries Anc.: Anciliaries

[J 1090




Page 4
11- Total Cost(USD):

11.1- Material Cost:
L oMy o
el e e s asa e s
GAZA SIITP st
West Bank ooocossunnpasineas AR R :

11.2- Labor:

mdivect’ oo e R e .
11.3- Processing Cost:

|11 = ) = .

I PR e st S L i e

114 FEobPHce oo e
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Page 5

Important Notice

« In case of change of source (seller) of Inputs, at any stage of
production of qualified product, the committee must be
immediately notified.

« In calculating Annual Capacity, working hrs/day and working
days/vear must be shown.

Information to include on the declaration of the QIZ Manufacturer
Or exporter.

The Exporter or Manufacturer should submit to the Joint
Committee a declaration that sets forth information about the QIZ
—originating merchandise, including the following :

a- A description of the articles to be exported, quantities,
numbers and marks of packages.

b- A description of the operations performed in the production
of the articles in the West Bank, Gaza Strip, a QIZ or Israel
and an identification of the direct costs of processing
operations.

c- A description of the materials used in the production of the
articles which originate in the west Bank, the Gaza Strip, a
QIZ, Israel or the United States, and a statement as to the cost
or value of such materials.

d- A description of the operations performed on, and a statement
as to the origin and cost or value of, any foreign materials
used in the exported articles which are claimed to have been
sufficiently processed in the West Bank, the Gaza Strip, a
QIZ or Israel so as to qualify as materials produced in the
West Bank, the Gaza Strip, a QIZ or Israel.
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Page 6

e- A description of the origin and cost or value of any foreign
materials used in the article which have not been sufficiently
processed in the West Bank, Gaza Strip or a QIZ so as to qualify as
materials produced in these areas.

I hereby certify that all information given are correct and
documented for verification.
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Page 7

For Committee Use Only ,

o. Recebveaby: ocucaunaunau B £ O
Comments:
I o b <1t 1 U
Name Name
Date
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To whom is the Application submitted?
The applicant will submit his application to his respective chairman cn
aform designed and agreed upon by the committee.

Who is responsible for checking each application?

Is there a time limit on such a check?

Each chairman is responsible fo check that the application from his
respective country was filled corectly. If the application is incormectly
or not fully filled, the respective chairman will request its completion
within 10 days. The co-chairmen have to reach a decision within ten
days from receiving all perinent material and corectty filled forms.

How is the other chairman notified

and withwhat information?
The chairman that receives the application has to nofify his co-
chaimnan and convey the following information:

1- name of applicant

2- name of product and HS number (af least six digits)

3- names of parties on both sides of the border

4- appraisedvalue [A)

5- full costof production [C)

6- lsraeli portion of appraised value (I) and the names of Israeli
companies that contribute to —(l)

7- Jordanian portion of appraised value (J) and the names of
Jordanian companies that contribute to =(J)

8- Portion of American share of appraised Value (U)

@- Porfion of Palestinian share of appraised value [P)
It should be stated if the source is in the GAZA Strip or on the West
Bank and list the names of the Palestinion companies that
confribute to—[P)

10- Portion of other countiies’ share of appraised value (W)
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How is the approval of each application granted?

1- Eoch chaiman will inform his respective gpplicant of the
approval granted to export to the U.S. in accordance with the
&l agreement.

2- Approval Forms will include a detailed list of approved products
([peritern),

3- The approval will be given for a period of 12 months,

4- Two months prior fo its expiry date, the applicants will submit their
new figures.

5- Provided they comply with the conditions, the approval will be
renewed for another 12 months.

6- The approval may be granted for a shorer period of time,
subject to considerations of the committee.

7- The two chaimen will, each, report the approvals to the U.S.
customs via the diplomatic channels in their countries.

Once granted, can the approval be canceled?

Yes. If, during the period of the approval, it is found that the approved
enterprises do not comply with the conditions stated in the QlZ
agreement, the approval will be canceled forthwith, The decision 10
cancel the agpproval will be taken jointly by both chaimmen. Upon
cancellation of an approval, both chaimen will report separately fo
the U.S. customs via the diplomatic channels in their countries.

To whom should the appeal be submitted?
An appeal on a canceliation of approval should be submitted to the
Board of Appeals,

What are the applicant's obligations?

1- The applicant is responsible for the verification and authenticity
of the information and figures he submits. The committee is
enfitled to verify the information but the legal liability lies only with
the applicant.

2- The applicant is obliged to report 1o his respective chairman on
any change or deviation from the criginal application that has
any relevance to the QlZ agreement.
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Is there a liability on Jordan and Israel?

Each of the parties, Jordan and lsrael, is obliged to report any
contravention of the QlZ conditions to the other side. Each party is
dllowed to request cooperation in its investigation of a case. If an
investigation does take place, the investigating party will report its
outcome to the other, if requesied to do so, within three months,
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Setting up your Project

Whatis Al-Hassan Industrial Estate?

The Al-Hassan Industrial Estate is located in the northem part of the
Kingdom, near-by the University of Science and Technology at Iroid
Govemocrate. The Estale has a total area of (427000) Square meters,
which was completed in mid of 1991, enjoying the same
infrastructure services available at the Amman Industrial Esfate,

Sixty projects have been established within this Industrial Estate,
employing more than 4200 people.

The first phase of the Industrial Estate is fully occupied, and due to the
numerous demands by new investors, JIEC is in the process of
developing an area around 344000 Square meters adjacent to the
Estate and is expected 10 be completed by July 1999, While under
construction, more than twenty local, foreign and joint venture
companies have committed themselves fo invest in the area. JIEC
mMay consider further expansion 1o accommodate possible Increqse
indemand.

What Industrial Sectors are available in this Estate?

The Industrial Sectors are the following: Engineering (Metal, Electrical &
Electronic), Pharmaceuticals, Food sector, Chemicals, Plastics,
Rubber, Wood industries, Cotton and Weaving, Leather, Fumiture and
Construction industries. JIEC's goals do not stop af accommodating
industrial projects but also in trying to aftract highly developed
fechnological industries in order to cregte skillful and highly frained
workers who will be able to confribute to the economic and social
development of the Kingdom,
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What benefits will I attain from locating my project within an
industrial Estate over and above what the QIZ will offer me?
The following incentives and facilities are offered by JIEC to whormever
locates his industry within one of our Industrial Estates which by
January 2003 will exist in every major city in the Kingdom,

Incentives and facilifies offered by the Indusfrial Estates

All plots of land are leveled and developed in different sizes
supplied with all infrastructure services (Elecrricity.
telecommunicafions, Water and Sewage networks, Water
Treafrment Piant, Roads and Parking lofs.

Area of land is the net area after the deduction of all roads and
side-walks with more flexibility in the usage of land.

Different sizes of ready-made Standard Factory Buildings with
high standards fo meet the requirements of different
industries.

The presence of many ancillary services backboning the
industries such as : Vocational fraining center, secondary high
school, petrol and mainfenance stations, fire stafion, clinics,
banks, shops, cafeterio ,post office, labor office, insurance,
acverflsing . exhibition for the indusfrial products, Securfty
Services, Social Security Offices, a branch of the Developrment
of Exporfs and Commercial Cenfers Corp, Investors Services
Bureau Ligison Office for the Armed Forces at Amman Indusirial
Estate, customs & clearance centers and banks bonded and a
free zone areq . Liaison Office for Science & Technology University
at Al-Hassan Industrial Estartes.

In addition to the exempfions that may be granted to an
industrial project under the Investment Promotion Law industrial
projects established within the Industrial Estates are granted two
vears of Income and social services tax exemptions,
commencing from the date of production.,

Exemptions from Building and Land fax (property tax) for the
whole life of the project.

Full or partial exermptions from most Municipdlities and Planning
fees.

Building license will be ready in less than a week from the dafe of
submitting the plans.
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Q- Profession license and other licenses will be ready in the same
day.

10-Saving time, effort and money on the industrial investor due 1o his
dealing directly with the Corporation and the services it offers.

11-The industrial investor has the right o choose whether fo lease or
buy a plot of land or a standard factory building as follows:

Al-Hassan Industrial Estate / Irbid Governorate
Leqasing of free developed plofs of land &
JD 2.5 { Square meter f annum
Rent of Standard Factory Buildings :
JD 15 [ Square meter fannum

selling price of land .
JD 30/ Square meter

In addition to the above-mentioned advantages and incentives,
there are the following laws which add to the incentives offered fo the

investor:

« The Investment Promotion Law No. 1é& forthe year 1995!

= 100% Exemption from taxes and fees:
. Fixed assets.
. Spare Parts.
. Fixed assets for expansion and modernizing.

« Projects are exempted from Social and Income Taxes for a period

of 10vyears in the following percentages depending on the areaq:

. 25% if the projectisin a class A developrnent areaq.
. 50% ifthe projectisin a class B development areq.
. 75% ifthe projectisin a class C development areq.

Al-Hassan Industrial Estate falls in development Area B, thus all projects
situated there are exempted from 50% of Social and Income Taxes
forthe period of 10 years.
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=« Foreign and local investmenis are equally freated in Jordan, A
foreign investor may own up to 100% in industry, without a need
to have alocal partner,

Are there other Industrial Estates being

considered for QIZ designation?

The Govermnment of Jordan is working on gualifying other Industrial
Estates in the Kingdom.

The new designations will help J.LE.C to aftract further investments
from Jordan and abroad seeking to enjoy benefits I.e. Karak, Mafraq,
and other Industrial Estates.
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JORDAN DEVELOPMENT AREAS
* HOSPITAL SECTORS *
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