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Thank you for joining us, the Webinar will begin shortly 
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webinars on www.wipp.org  
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Before We Begin: 

§  During the presentation lines will be muted so only presenters can be 
heard 

§  While you are listening please also put your phone on mute 
§  Do NOT put your phone on hold – please hang up and call back 
§  If having trouble viewing the presentation – please close out and log in 

using a different browser  
§  If your slides are not moving please refresh or log out & then log back in 
§  If you have any questions during the presentation, please feel free to enter 

them into the discussion box on the bottom left of your screen 
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• Tariff	elimina&on:	your	product	costs	less	
than	before	
•  More	compe&&ve	with	local	producers	
•  Advantage	over	3rd	country	producers	without	an	
FTA	

• Be>er	protec&on	for	your	intellectual	
property	

• Ability	to	bid	on	government	procurement	

• Fair	treatment	for	US	investors	

• Ability	to	par&cipate	in	the	development	of	
product	standards		

Benefits		
for	US	

exporters	



FTAs in Effect 

§  Israel       (1985) 
§  NAFTA      (1994)  
§  Jordan      (2001) 
§  Singapore (2004) 
§  Chile         (2004) 
§  Australia   (2005) 
§  Bahrain    (2006) 
§  Morocco (2006) 

• CAFTA-DR (2005): 
• Guatemala 
• Honduras 
• Nicaragua 
• El Salvador 
• Dominican Republic 
• Costa Rica 

• Oman (2006) 
• Peru (2007/2009) 
• South Korea (2012) 
• Colombia (2012) 
• Panama (2012) 
 
 



How do you get the reduced tariff benefits of the 
FTA? 

§  Make sure your product qualifies for the preference under the FTA 
rules. 

§  Let your customer know you have done your homework and the 
product qualifies. 



What is qualifying? 

§  Just because your product is shipped from, “made” or assembled in the 
U.S. does not automatically mean that it qualifies for FTA tariff 
reductions. 

§  Rules vary in the FTAs but must prove “value added” content or work from 
within the FTA 



Why must goods be “qualified”? 

§  Ensure that the benefits of the FTA are enjoyed by U.S. and partner 
country companies. 

§  Prevent third country producers from passing their goods through the U.S. 
or FTA partner countries to obtain duty-free benefits. 



Can I still send my product if it doesn’t qualify for the FTA? 

§  Yes, but your customer cannot claim reduced FTA tariffs 

§  You cannot (and should not) use the FTA Certificate of Origin  
§  (if there is one – Israel, NAFTA) 

 



2	Types	of	FTAs	

§  Product	Specific	Rules	of	
Origin	
§  Some	level	of	
qualifica&on	through	
value-added	produc&on	
in	the	US	(or	FTA	
territory)	

§  NAFTA	
§  Chile	
§  Singapore	
§  Australia	
§  CAFTA-DR	
§  KORUS	
§  Panama	
§  Colombia	

§  “Substan&al	
Transforma&on”	
§  Israel	
§  Jordan	
§  Morocco	
§  Bahrain	

§  (does	have	a	few	specific	
rules	of	origin)	

	



Good news! 

§  Each “type” of FTA has some consistent concepts, 
definitions and formulas 

§  Although the rules may vary, the concepts you use to 
apply to rules have a lot in common 

§  NAFTA is like granddad to many other FTAs 



Substantial Transformation FTAs 
Most products are subject to the same 3 rules 

1.  Wholly Obtained/Substantial Transformation 
-  For manufactured products – you take raw materials and 

substantially transform them into a product with a new name, 
character and/or use 

-  Wholly obtained generally applies to commodities, not manufactured 
products 

2.  35% US/FTA Content 
–  Based on the value of U.S. materials 
–  Based on the value of U.S. processing costs 
–  Based on a combination of the two 
–  35% of the “appraised value” (selling price at the time of import)  

3.  Direct Transport 
 



Substantial Transformation 
§  New name 

–  A change in the commercial designation or identity of the product 
–  A change in the Harmonized System (HS) code, particularly at the 4 

digit (heading) level 
–  In general, a change in name is not sufficient on it’s own and should be 

accompanied by a change in character or use 
§  New Character 

–  A stronger indication of substantial transformation 
–  Manufacturing or processing that result in changes to the physical aspects 

of a product, chemical composition or physical qualities. 
–  Cosmetic or surface changes are not considered sufficient  to constitute 

substantial transformation 
§  New Use 

–  changes a product that has one use into a product with a different use; 
–  changes a product with many potential uses into a product with one 

specific use; or 
–  narrows the range of possible uses of a multiple-use material or product. 
–  Assembly operations in rare cases may constitute substantial 

transformation 



2.) 35% Domestic Content 

§  This requirement is in addition to the substantial transformation tests 
§  35% of the appraised value of the customs value of the article 
§  A good can qualify for this 

–  Based on the value of U.S. materials 
–  Based on the value of U.S. processing costs 
–  Based on a combination of the two 

§  What  qualifies as U.S. materials? 
–  Raw materials, components, blanks, and subassemblies 
–  Determination made with the same “wholly produced/substantial 

transformation” rules determine whether the materials are US or FTA 
partner country origin (e.g. Jordan) 



HS Specific Rules of Origin 
NAFTA, CAFTA-DR, Australia, Chile, Peru, KORUS, Colombia, Panama 

§  There are many different rules of origin and your product’s rule is 
determined by its HS classification number 

§  You must prove value-added production in the US or FTA territory.   

–  How? 
•  There are 2 main methods:  Tariff Shift or Regional Value Content 

–  How much?   
•  Specified by your rule. 

§  Just because your product is made or assembled in the U.S. does not 
automatically mean that it qualifies for FTA tariff reductions. 

 



What will I need to establish proof of origin? 

§  Harmonized System Numbers for your finished products and for your 
imported materials 

§  Rules of Origin – based on the HS number of your finished product 
§  Bill of Materials – what do you buy to make your product?  Where does it 

come from?  Information from your supply chain 

§  PATIENCE-with yourself and your suppliers! 
§  TIME-to gather and organize your data 



Determine	
Product	HS	
number(s)	

Find	&	Apply	
the	Rule(s)	of	

Origin	

No&fy	the	
buyer	about	
qualifica&on	

Recordkeeping	



Harmonized System Numbering 

§  Every item is assigned an HS number.  Some are more specific than 
others.   

§  Classification is often based on what the item is made from, not always 
what it’s used for 

§  Every 6-digit item is part of a series of progressively broader product 
categories 
–  20   -  Preparations of Vegetables, Fruit, Nuts etc. 
–  2009 -- Fruit Juices 
–  2009.11 – Frozen Orange Juice 



Harmonized Schedule Number: How to Read 

      Subheading:  9401.61 (six digits) 
(seats with wooden frames, chairs) 

   Heading:  9401 (four digits) 
(seats)	

   Chapter:  94 (two digits) 
(furniture)	



Where to find HS codes: 

§  “Schedule B” Search Engine: 
§  https://uscensus.prod.3ceonline.com/ 

§  Keyword search engine 
§  http://www.census.gov/foreign-trade/schedules/b/index.html 

§  Browse for a number to confirm, look up a word in the 
alphabetical index 

§  Help me! 
§  Call the Commodity Analysis Branch at 800-549-0595, and press 2 from the 

main menu. 
§  Send email inquiries Mr. Paul Herrick at paul.e.herrick@census.gov   

§  Customs & Border Protection (CBP) – previous classification rulings: 
§  If you must have a ruling in writing, that request is made through CBP, not Census.  

These classifications are made public. 
§  http://rulings.cbp.gov  



Determine	
Product	HS	
number(s)	

Find	&	Apply	
the	Rule(s)	of	

Origin	

No&fy	the	
buyer	about	
qualifica&on	

Recordkeeping	



Finding the Rules of Origin 

 
www.export.gov/fta 

www.ustr.gov 

http://www.usitc.gov/tata/hts/bychapter/index.htm 
(General Notes) 

 



Rules of Origin Qualification Options 

§  Some rules are short – tariff shift only 
§  Some products require Regional Value Content calculations by a specific 

formula – i.e. automotive net cost 
§  If the rule allows for tariff shift or RVC: 

–  Tariff Shift is usually the easiest 
–  You usually have 2 formulas to choose from in the RVC calculation 
•  Build Up & Build Down are similar – run whichever is easiest first 
•  NAFTA – Transaction Value is easier than Net Cost 

–  You only have to qualify by ONE method 
•  Make sure the word “OR” appears after the tariff shift part of the 

rule 
•  Most rules with these 2 parts only require you to qualify one 

through one method, not both methods 



Originating vs. Non Originating 
VOM vs. VNM 

§  Originating 
–  Material wholly obtained or produced entirely in the territory of the 

United States or that FTA partner country(ies) 
•  Materials that would qualify on their own for the FTA 
•  They may have to be investigated under their own rules of origin 
•  Documentation from suppliers 

§  Non Originating 
–  Materials imported from outside the United States and/or the FTA 

partner country(ies) 
–  Materials of unknown or unprovable origin 
–  These are the materials we are looking to “shift” in tariff shift 



Tariff Shift 

§  The materials must undergo a significant shift in classification as 
compared to the classification of the finished good 

§  Example:  9403.30:   (wooden cabinet) 
–  “A change to heading 9403 from any other heading” 

–  The materials must undergo this change from at least the heading 
level (4 digit classification level) 

4407.99 9403.30 



Example of a Rule 

Sapphire Ring:  HS# 7116.20 
 
From the KORUS FTA: 
71.16 
A change to heading 71.16 from any other heading, except from heading 71.13. 

§  Remember:   Heading = HS # first 4 digits 

A customer in Korea wants to order 1,000 of our 
handmade sapphire rings after they were spotted 
on a celebrity! 
 



What does this rule mean? 
Tariff Shift 

§  The materials must undergo a significant shift in classification as 
compared to the classification of the finished good 

§  GOOD = Gemstone Jewelry:  HS# 7116.20 

§  MATERIALS= 
1.  Sapphires (cut, unset) – from Australia HS#  7103.91 
2.  Platinum (semimanufactured) -  from Canada, HS# 7110.1 

Does	it	ma>er	that	we	have	FTAs	with	Australia	and	Canada?	



GOOD = Sapphire Ring:   
HS# 7116.20 

§  MATERIALS = 
–  Sapphires (cut, unset) – from Australia HS#  7103.91  
–  Platinum (semimanufactured) -  from Canada, HS# 7110.11 

§  Good heading =  7116 
§  Material headings =  7103, 7110  

§  7103 is NOT 7116 or 7113 
§  7110 is NOT 7116 or 7113 

§  This ring qualifies under the KORUS rules of origin! 

A	change	to	heading	71.16	from	any	other	
heading,	except	from	heading	71.13.	



Example	of	a	Rule	

§  This	is	the	rule	for	an	electric	blender:	HS#	8509.40 		
(US-Peru	FTA)	

8509.10	–	8509.80	
	
(A)	A	change	to	subheading	8509.10	through	8509.80	from	any	other	heading;	or	
	
(B)	A	change	to	subheading	8509.10	through	8509.80	from	any	other	subheading,	
whether	or	not	there	is	also	a	change	from	any	other	heading,	provided	that	there	
is	a	regional	value	content	of	not	less	than:	

	(a)	35	percent	under	the	build-up	method,	or	
	(b)	45	percent	under	the	build-down	method.	



What does this rule mean? 

§  (A) – tariff shift – like the ring or lemon drops 
–  You take widgets classified under one subheading 
–  Final product is something new, classified under a different 

subheading 
§  (B) – regional value content 

–  A required percentage of the good is originating 
–  You will have to do some math! 



Qualification Options 

§  If the rule allows for both a tariff shift & RVC calculations 
–  Tariff Shift is usually the easiest 
–  You usually have 2 formulas to choose from in the RVC calculation 

•  Build Up & Build Down are similar – run whichever is easiest first 

–  You only have to meet ONE of the 3 thresholds 
•  Make sure the word “OR” appears after the tariff shift part of the 

rule 
•  Most rules with these 2 parts only require you to qualify one 

through one method, not both methods 



Qualification Calculations 
Regional Value Content 

§  Australia, Chile, CAFTA-DR, KORUS, Colombia and 
Panama 

•  Build-up method 
•  Build-down method 

§  NAFTA  
–  Transaction Value Method (TVM and Build-down methods are the same 

formula) 
–  Net Cost 



Regional Value Content 

§  The % of the transaction value of the good that can be 
non-originating is defined in the rule. 

§  Under this method, the Adjusted value (AV) is defined 
as the price actually paid for the good.  
–  This is the same definition for NAFTA’s Transaction 

Value (TV) 

 



Acronym Soup 

§  AV = Adjusted Value – selling price 
§  VNM = Value of Non-Originating Material 
§  VOM  = Value of Originating Material 
§  RVC = Regional Value Content 
§  TV = Transaction Value – selling price 
§  NC = Net Cost 
 



What is Regional Value Content (RVC)? 

§  To benefit from an FTA, your product must have content (materials, labor, 
etc.), i.e. added value, from within the countries of the FTA) 

§  This value might derive from the cost of FTA region-sourced materials or, 
with skilled labor input in several forms. 

§  Encourages companies to source with other suppliers in the US or the FTA 
country. 



Why would I use Transaction Value if I don’t get 
credit for my labor costs?!? 

§  How do you price your product? 
§  With Transaction Value you get credit for your production costs as they are 

reflected in the selling price 



NAFTA – when must Net Cost be used? 

§  Can’t use the transaction value method where there is no transaction 
value for the goods  - i.e. they are not being sold 

§  Sales to related parties  - must use Net Cost where the volume of sales by 
that producer  (you) of identical goods or similar goods to related persons 
during the six-month period immediately preceding the month in which the 
producer sells the goods exceeds 85 percent of the producer's total sales 
to all persons.  
–  Are you selling 85% or more of these goods to a subsidiary? 

§  The transaction value method is also not applicable to motor vehicles and 
most motor vehicle parts sold for use as original equipment. 



Regional	Value	Content	
Formulas	(post-NAFTA)	

Build-up	Method	

RVC=VOM		x	100	
	 			AV	

	
RVC	=	Regional	Value	Content	
AV	=	Adjusted	Value	(selling/

transac&on	value)	
VOM	=	value	of	origina&ng	

materials	used	in	produc&on	of	
the	good	

Build-down	Method	
	

RVC	=	AV-VNM	x	100	
														AV	
	
RVC	=	Regional	Value	content	
AV	=	Adjusted	Value	(selling/

transac&on	value)	
VNM	=	Value	of	non-origina&ng	

materials	used	in	the	produc&on	of	
the	good	

	



Regional	Value	Content	
Formulas	(NAFTA)	

Net	Cost	Method	

RVC	=	NC-VNM	x	100	
														NC	
	
RVC	=	Regional	Value	Content	
NC	=	Net	Cost*	
VNM	=	Value	of	non-origina&ng	materials	used	in	

the	produc&on	of	the	good	

Transac;on	Value	
Method	(TVM)	

	

RVC	=	TV-VNM	x	100	
														TV	
	
RVC	=	Regional	Value	content	
TV	=	Transac&on	Value	(selling/transac&on	value)	
VNM	=	Value	of	non-origina&ng	materials	used	in	

the	produc&on	of	the	good	

	
*Net Cost:  net cost means total cost minus sales promotion, marketing, and after-
sales service costs, royalties, shipping and packing costs, and non-allowable interest 
costs that are included in the total cost; 
 



Super	Smoothie	Blender	

Costed Bill of Materials  
LXT 3500 household Blender  HS#8509.40 

Selling Price = US$39 
 

 Components HS# Origin Cost 
1)	Motor 
2)	Plas&c	base 
3)	Glass	jar 
4)	Blade 
5)	Rubber	gasket 
6)	Power	cord 
7)	Switches 
8)	nuts,	bolts	&	screws	 

8509.25 
Ch	39 
7010.9 
820830 
4016 
8544 
8536.5 
Ch	73 

Total 

$5.10 
$1.95	 
$3.12	 
$1.97	 
$0.65	 
$3.44	 
$4.04	 
$1.93	 

$22.20	 



Calculations of TVM – Shortcut Attempt 

§  Shortcut – assume none of the materials are originating 

§  Run the build down formula with 100% of the cost of the materials as VNM 
§  If it works, you won’t have to track down the origin of all your materials 
§  If it works, you know your product qualifies even if you switch suppliers 

and origin of the materials changes 
§  Keep in mind that your price may change and the cost of materials may 

change – revisit the formula as needed 



Super	Smoothie	Blender	

Costed Bill of Materials  
LXT 3500 household Blender  HS#8509.40 

Selling Price = US$39 
 

 Components HS# Origin Cost 
1)	Motor 
2)	Plas&c	base 
3)	Glass	jar 
4)	Blade 
5)	Rubber	gasket 
6)	Power	cord 
7)	Switches 
8)	nuts,	bolts	&	screws	 

8509.25 
Ch	39 
7010.9 
820830 
4016 
8544 
8536.5 
Ch	73 

Total 

$5.10 
$1.95	 
$3.12	 
$1.97	 
$0.65	 
$3.44	 
$4.04	 
$1.93	 

$22.20	 



RVC:  Build Down Shortcut Attempt 

Adjusted Value (selling price) = $39 
 
The formula is:  av-vnm  x  100 
                                       av 
 
Simple first try –  
assume all materials are  NON-originating 
 

  39 – 22.20  x 100    =   43.07% 
              39   
 
This is under the 45% RVC requirement  - won’t qualify this way. 



What to do if shortcut method fails 

§  Get a costed bill of materials and identify the top five, highest cost items 
§  Find out where the highest cost items are manufactured 
§  If manufactured in FTA region ask manufacturer for a certification that 

the products qualify under that FTA 
§  Subtract VOM (backed up by FTA certification) from VMN and 

recalculate 



Super	Smoothie	Blender	

Costed Bill of Materials  
LXT 3500 household Blender  HS#8509.40 

Selling Price = US$39 
 

 Components HS# Origin Cost 
1)	Motor 
2)	Plas&c	base 
3)	Glass	jar 
4)	Blade 
5)	Rubber	gasket 
6)	Power	cord 
7)	Switches 
8)	nuts,	bolts	&	screws	 

8509.25 
Ch	39 
7010.9 
820830 
4016 
8544 
8536.5 
Ch	73 

Albania 
US 
US 
unknown 
Mexico 
Vietnam 
US	
 unknown 

Total 

$5.10 
$1.95	 
$3.12	 
$1.97	 
$0.65	 
$3.44	 
$4.04	 
$1.93	 

$22.20	 
- Total	 Non Origina=ng $13.09	 



Does the blender qualify? 

§  The value of non-originating material= $13.09 

§  For all the other materials we have done the 
FTA origination for them or we have 
documentation from our suppliers. 

  AV (39) - VNM (13.09)   X  100  = 66.44% 
   AV (39) 
   

We exceed the 45% required by our rule of origin and qualify for 
the US – Peru FTA! 



§ net cost means total cost minus sales promotion, marketing, and after-sales service 
costs, royalties, shipping and packing costs, and non-allowable interest costs that are 
included in the total cost; 

§ NC formula: RVC = NC - VNM  x  100 
                                  NC 

§ VNM (value of non-originating material) 

§ KORUS, Colombia and Panama require Net Cost for automotive products 

§ You might see it for other products too.  In NAFTA, there is often a tariff shift and 
transaction value choice first.  With the new FTAs – if net cost is part of your rule, it 
may be the only method. 

Net Cost Method 



Build Down example 

§  This is the Panama FTA rule of origin for guitars 
(9202.90) 

§  There is one part that falls under chapter 92 so we 
are going to do a quick RVC calculation 

Chapter 92 
Musical instruments; parts and accessories of such articles 

9201-9208 A change to heading 9201 through 9208 from any other chapter; or  

A change to heading 9201 through 9208 from any other heading, 
provided that there is a regional value content of not less than 35 
percent based on the build-up method or 45 percent based on the 
build-down method. 



Build-down  
Method:  example 

§  Shortcut -  assume no parts are originating 
§  Selling price = $1,000 
§  Total price of materials = $800 
 
(AV)-(VNM) 
1000 – 800    x   100   =   20% 
     1000 
     (AV) 
 
The shortcut doesn’t work so let’s take a 2nd look… 

Components	 HS#	 Origin	 Cost	

Wood	 		 $400.00	

Strings	 		 $200.00	

Fasteners	 		 $100.00	

Misc.	 $100.00	



Build-down,  
take 2 

§  Originating materials = $400 (that we can document) so that leaves us with 
$400 in non originating materials (VNM) 

(AV)      (VNM) 

1000 – 400    x   100   =   60% 

     1000 
          (AV) 

At 60% we exceed the required RVC for the build-down 
method (45%) 

Components	 HS#	 Origin	 Cost	

Wood	 		 US	 $400.00	

Strings	 		 unknown	 $200.00	

Fasteners	 		 unknown	 $100.00	

Misc.	 		 unknown	 $100.00	



Build-up Method 

RVC=    VOM  x 100 
                AV 
 
RVC = Regional Value Content 
AV = Adjusted Value (selling/transaction value) 
VOM = value of originating materials used in production of the good 
 
You must have a costed bill of materials to do this method and know which of 

those products are originating. 



Build Up Method 

§  Guitar selling price (AV) = $1,000 
§  Value of Originating Materials (VOM) = $400 
                                (VOM) 

40%  =      4 0 0   x 100 
(RVC)           1000 
                                 (AV) 
 
We exceed the 35% required by the rule and qualify! 
 
 
 
 
 

Components	 HS#	 Origin	 Cost	

Wood	 		 US	 $400.00	

Strings	 		 unknown	 $200.00	

Fasteners	 		 unknown	 $100.00	

Misc.	 		 unknown	 $100.00	



Determine	
Product	HS	
number(s)	

Find	&	Apply	
the	Rule(s)	of	

Origin	

No&fy	the	
buyer	about	
qualifica&on	

Recordkeeping	



Documentation 
§  Certificates of Origin 

§  NAFTA Certificate of Origin 
§  Israel = *green* certificate required,  
§  Chile/some CAFTA – using NAFTA knock-off but not actually 

required by FTA 
§  Korea – suggested but technically not required 

§  Where to find these certificates? 
–  www.export.gov/fta 

•  Choose the country, then Documenting Origin from the menu on 
the left 

–  For Israel – from your freight forwarder or a document supply 
company 

§  Remember – these are self certifying documents.  They are not signed 
by a Chamber of Commerce like a generic Certificate of Origin. 



Documentation 

§  For those FTAs without a specific certificate 
–  Buyers will almost definitely want something in writing from you 
–  The text of the FTAs require the following information: 
(a) the name of the certifying person, including as necessary contact 

or other identifying information; 
(b) the importer of the good (if known); 
(c) the exporter of the good (if different from the producer); 
(d) the producer of the good (if known); 
(e) tariff classification under the Harmonized System and a 

description of the good; 
(f) information demonstrating that the good is originating; 
(g) date of the certification; and 
(h) in the case of a blanket certification issued as set out in paragraph 

4(b), the period that the certification covers. 



Let’s	have	a	look	line	by	line…	

…Don’t	forget	Page	2!	



The “meat” of the certificate 

5.	
Descrip;on	of	Good(s)	

6.	
HS	Tariff	

Classifica;on	
number	

7.	
Preference	
Criterion	

8.	
Producer	

9.	
Net	
Cost	

10.	
Country	

of	
Origin	

Electric	blenders	for	
household	use	

	
Vacuum	cleaners	

	
	

8509.40	
	
	

8508.11	

B	
	
	
B	

Yes	
	
	

NO-3	

No	
	
	
No	

US	
	
	
CA	



Preference Criteria: review 

§ A – wholly originating only 

§ B – meets a rule of origin change 

§ C – all materials are qualified individually 

§ D – unassembled/kits  

§ F – certain food products 

Most manufactured goods are going to qualify under 
B or C  

If using C, we may still need to investigate Rules of Origin if we have 
to qualify any of the materials ourselves. 



Recordkeeping 

§  5 years 
§  Includes all the documentation that establishes the values for your 

materials 
–  What is your process for FTA verification?   How do you get 

information from your suppliers?  Keep this correspondence. 
–  BOM analysis sheets 
–  Contact names and information – internal and suppliers 
–  Log sheet on when this is reviewed 



Audits 

§  Notification in writing 
§  Time limit to respond 
§  Site visits 



Resources 

§  Export.gov – US Government’s main trade portal 
–  www.export.gov/fta 

§  US Trade Representative 
–  www.ustr.gov 

§  Textiles 
–  http://www.otexa.ita.doc.gov/ 

§  General Notes 
–  http://www.usitc.gov/tata/hts/bychapter/index.htm    



Disclaimer 

§  This presentation and associated 
materials have been designed to provide 
only general information on the U.S. Free 
Trade Agreements.  More detailed 
information can be obtained from the 
Customs administration of either the 
United States or FTA partner countries.   



Contact Info 

Thank you! 
Meredith Bond 

U.S. Commercial Service Nebraska 
T:402-346-6947   

meredith.bond@trade.gov  
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Rules of Origin & Customs 

§  Issues Covered 
§ Country coverage, key benefits 
§ Overview of TPP Rules of Origin 

(ROO) and other concepts to confer 
origin 

§ ROOs for parties with existing FTAs in 
force 

§ TPP Resources 
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Overview: TPP Region 

THE TRANS-PACIF IC  PARTNERSHIP  
A fast-growing region, home to 40% of global GDP and 800 million consumers 	

Population: By 2030, middle class population in the Asia-
Pacific is expected to be 10x the size of the United States’ 

 

Projected	GDP	Growth		
(2015-2020)	

Australia 																4.1	%	
Brunei	Darussalam				10.4	%	
Canada	 																4.5	%	
Chile 																4.0	%	
Japan 																2.9	%	
Malaysia 														11.7	%	
Mexico 																5.2	%	
New	Zealand 																2.7	%	
Peru 																5.5	%	
Singapore 																6.1	%	
United	States 																4.4	%	
Vietnam 																7.6	%	

 Source: International Monetary Fund, 
October 2015, Compound Annual 
Growth Rate figures, current prices 
(valued in U.S. dollars) 
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What TPP means for Small Businesses	

§  Cuts	through		shipping	“red	tape”		
w/	more	efficient	and	transparent		
customs	procedures	and	streamlines	
documenta&on	for	express	delivery	
shipments	
§  Rules	must	be	published	online,	in	
English,	if	possible	

§  Goods	must	be	released	by	Customs	
w/in	48	hours	to	extent	possible	

§  Requires	fair	regulatory	procedures	
for	product	and	technical	standards,	
giving		businesses	the	opportunity	to	
comment	on,	understand,	and	adapt	to	
changes	
§  Allows	products	tested	in	U.S.	to	be	
imported	into	any	TPP	country	–		
U.S.	businesses	will	not	need	to	
waste	money	on	duplica&ve	tes&ng/
cer&fica&on	

§  Includes	the	strongest	standards	for	
transparency	and	an;corrup;on	of	any	
trade	agreement	in	history	–	TPP	
requires	countries	criminalize	bribery	

§  Supports	e-commerce	&	promotes	
paperless	trading,	including	allowing	
electronic	authen&ca&on	and	signatures	
§  Prevents	requirements	that	data	or	

servers	be	located	locally	and	
addresses	barriers	to	transferring	
data	across	borders	

§  Safeguards	Intellectual	Property	
through	strong	rules	that	promote	
exports	and	protect	U.S.	crea&vity	
while	promo&ng	the	balance	that	
ensures	openness	and	innova&on	
§  Makes	it	easier	for	businesses	to	
search,	register,	and	protect	
intellectual	property,	with	strong	
enforcement	systems	for	
infringement	

§  Criminalizes	the	the{	of	trade	
secrets,	including	in	cyberspace	

§  Protects	from	unfair	compe;;on	by	
State-owned	companies	in	other	
countries	&	protects	investment	from	
discriminatory	or	arbitrary	treatment	

In addition to 
tariff benefits, 
TPP will help 
U.S. small 
businesses: 

ü  SAVE	TIME	

ü  REDUCE	COSTS	

ü  HAVE	
GREATER	
CERTAINTY	

ü  RECEIVE	
FAIR	
TREATMENT	
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TPP Rules of Origin-Overview 

Originating Goods for TPP countries:   
 
Product Specific ROOs based on tariff shift, regional value content or 
combination rules:   
    net cost, build-up, build down and focused value-new!   
Other concepts related to originating goods: 

–  Tariff Differentials-new! 
–  Specified Production Operation (autos)-new! 
–  Chemical processing rules 
–  Accumulation 
–  Fiber and yarn forward rule (textiles) 
–  Remanufactured Goods 
–  Specified Production Operation (autos) 
–  DeMinimis exemption  
–  Fungible Goods 
–  Sets and spare parts 

71 



U.S.	Department	of	Commerce	|	Interna&onal	Trade	Administra&on	
Trans-Pacific	Partnership	

TPP-methods to calculate TPP Regional Value Content 
(RVC) 

Methods to calculate 
RVC:   
1.  Build-up  
2.  Build-down  
3.  Net Cost  
4.   Focused Value 

•  TPP is more customized 
than other FTAs. 

•  TPP percentages for RVC 
range between 30 and 
55. 
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Rules of Origin & Customs 

§  TPP creates common rules of origin to ensure that 
TPP benefits go to the U.S. and its TPP partner 
countries 
§  Allows for accumulation across the TPP region (inputs from 

multiple TPP countries can be added up to receive 
preference). 

§  Includes provisions for remanufactured goods. 

§  Includes product-specific rules of origin that are based on 
the tariff-shift and RVC approach;  

§  Introduces concept of focused value to determine 
originating goods.  

§  Allows importers, exporters or producers to claim 
preference through electronic certification. 
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Tariff Differentials – TPP 

There are three ways to determine the tariff if a product 
faces different tariff across the TPP region:  
  
1.  The importing Party will apply the tariff where the 

last production process occurred (other than a 
minimal operation). 

2.   Highest tariff possible for an originating good that any 
of the TPP Parties apply. 

3.   Highest tariff possible for an originating good that any 
TPP Party applies where production occurred.  
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Tariff Differentials cont. 

There are additional rules of origin requirements 
for certain products facing tariff differentials. 

– The U.S., Japan, and Mexico each have an 
additional list of products  that have an 
extra rules of origin requirement in case of 
a tariff differential. 

–   U.S. additional requirements are on import 
sensitive products such as dairy, footwear 
and motor vehicles. 
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Tariff Differentials cont. 

Minimal operations include: 
– Operations to ensure preservation; 
– Packaging, re-packaging for retail sale; 
– Dilution with water or other substance that 

does not change the characteristics of the 
good; 

– Collecting goods to form sets or kits; 
– Any combination of the above activities. 
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Accumulation - TPP 

•  The Rules of Origin chapter allows TPP 
countries to treat materials from other TPP 
countries as originating.  

 
•  TPP also allows that production taken on non-

originating materials in a TPP Party can be 
counted towards meeting the product specific 
rule of origin in TPP. 
–  This includes using this accumulated content 

towards meeting the regional value content 
requirement. 
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Remanufactured Goods - TPP 

•  Remanufactured goods are products assembled 
in the territory of a Party that:  

1) are entirely or partially comprised of recovered; 
goods;  
 
2) have similar life expectancies and meet similar 
performance standards are new goods; and  
 
3) enjoy similar factory warranties as new goods.  

•  These provisions were necessary to ensure that 
remanufactured goods receive the same 
treatment as new products.  
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Remanufactured Goods cont. 

•  TPP Product coverage for remanufactured 
goods: 
– HS Chapters 84 through 90 or under heading 

94.02 except goods classified under HS 
headings 84.18, 85.09, 85.10, and 85.16, 
87.03 or subheadings 8414.51, 8450.11, 
8450.12, 8508.11, and 8517.11, that is 
entirely or partially composed of recovered 
materials and:  
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ROO selection for shipping to countries with 
existing FTAs 

 
Question:  
Which rules of origin should I use if I am 
shipping to a country that is subject to an 
existing FTA and the TPP agreement? 
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ROO selection for shipping to countries with 
existing FTAs 

Answer:  
You may pick and choose the rule of origin 
that is more advantageous to you.  
 
For example:  
If you ship to Mexico and use NAFTA rule, use NAFTA certificate.  
If you ship to Mexico and use TPP rule (e.g. chemical processing), you can use 
more flexible certification option.   
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TPP Resources: FTA Tariff Tool export.gov/FTA/
FTATariffTool 
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TPP Text, Chapter Summaries and New Features 
https://medium.com/the-trans-pacific-partnership 
 

•  Preamble	 17   State-Owned	Enterprises	

01   Ini;al	Provisions	&	General	Defini;ons	 18   Intellectual	Property	

02   Na;onal	Treatment	and	Market	Access	for	Goods	 19   Labor	

03   Rules	of	Origin	and	Origin	Procedures	 20   Environment	

04   Tex;les	&	Apparel	 21   Coopera;ng	And	Capacity	Building	

05   Customs	Administra;on	&	Trade	Facilita;on	 22   Compe;;on	&	Business	Facilita;on	

06   Trade	Remedies	 23   Development	

07   Sanitary	&	Phytosanitary	Measures	 24   Small	&	Medium-sized	Businesses	

08   Technical	Barriers	to	Trade	 25   Regulatory	Coherence	

09   Investment	 26   Transparency	&	An;-Corrup;on	

10   Cross	Border	Trade	in	Services	 27   Administra;ve	&	Ins;tu;onal	Provisions	

11   Financial	Services	 28   Dispute	Se+lement	

12   Temporary	Entry	for	Business	Persons	 29   Excep;ons	

13   Telecommunica;ons	 30   Final	Provisions	

14   Electronic	Commerce	 •  Annexes	

15   Government	Procurement	 •  Related	Instruments	

16   Compe;;on	Policy	 •  Bilateral	U.S.-Japan	Outcomes	
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Watch here for more TPP Resources 

Industry fact sheets on benefits of TPP (Commerce and USDA): 
http://trade.gov/TPP and http://www.fas.usda.gov/tpp 
 
State fact sheets on benefits of TPP (Commerce): 
http://Trade.gov/TPP  
 
Country fact sheets on benefits of TPP (Commerce): 
http://Trade.gov/TPP  
 
TPP agreement, FAQs and issue-specific fact sheets (USTR): 

https://ustr.gov/tpp/ and go.wh.gov/TPPText 
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Contact info   

 
Thank you!  
Roza Pace 

 

                 Roza.Pace@trade.gov  
  T: (202) 482-1354  

 

85 





Thank You For Participating 

Following this call you will receive links to the podcast of  
this session, or you can find the links on  

www.wipp.org under Export NOW 
 

For questions, please contact Ivana Pivovarnik at  
IPivovarnik@wipp.org 



WE	Decide	2016	is	uni&ng	women	entrepreneurs	across	the	
country	to	raise	their	voices	and	engage	in	the	2016	

presiden&al	elec&on.	
	

Take	Poll	about	Trade	topics:	h>p://WEDecide2016.org	
	

Follow	WE	Decide	2016	on	your	social	media	channels:		
Facebook:	h>ps://www.facebook.com/WEDecide2016/	

Twi+er:	@WEDecide2016		
	


