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Vietham Imports Today

Rules of origin are the criteria needed to determine the
national source of a product. Their importance is derived
from the fact that duties and restrictions in several cases
depend upon the source of imports.

While the requirement of substantial transformation is
universally recognized, some governments apply the
criterion of change of tariff classification, others the ad
valorem percentage criterion and yet others the criterion of
manufacturing or processing operation.
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Vietham Imports Today

* Non-preferential rules of origin schemes
employ the “wholly obtained” criterion for
goods that are wholly the growth, product or
manufacture of a particular country.

 And, the “substantial transformation”
criterion for goods that consist in whole or in
part of materials from more than one country.

— Determinations are on a case-by-case bases
— Can be subjective and less transparent
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Vietham Imports Today

* Generally speaking for textiles:

 Where the apparel is assembled/sewn or knit to shape

 Table cloths and sheets are where the fabric was knit or
woven

e Refer to www.chp.gov:

What Every Member of the Trade Should Know About Textile
and Apparel Rules of Origin
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http://www.cbp.gov/

Substantial Transformation

e The substantial transformation rule states that merchandise
originates from the country in which it last changed its
name, character, or use.

* Was there a change in character or use of the good or
components in the last country of manufacture?

* Was the process performed in this country complex or
meaningful?
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Transition to an FTA with
Vietham




FTA Basic Guidelines

* Determine your product’s tariff
classification.

* Determine whether there is an
advantage to claiming preferential
treatment.

* |dentify the Rule of Origin under the TPP
or other Trade Agreement

* Determine Origin
e Keep Records
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Rules of Origin Fundamentals

 Knowing the correct Harmonized Tariff
COde CIaSSification Of a prOduct iS Harmonized Taritf Schedule of the United States (2011)

CRITICAL to determining the N o ===
requirements for obtaining preferential B+ oewe | |-
duty treatment under the Trans-Pacific s o fos "
Partnership. N —
* The market access section of the P [E— . ‘”’
agreement will articulate the I L
preferential rules and corresponding

requirements and these are driven by
the classification of the product.
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Preferential Rules of Origin

* Rules of Origin schemes set forth in the General Notes of
the U.S. Harmonized Tariff Schedule.

* Employ the “wholly obtained” criterion for goods that are
the wholly the growth, product, or manufacture of a
particular country.

 When consisting of materials from more than one country,
use preferential rules of origin which incorporate the
concept of substantial transformation and/or a required
minimum regional value content.
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Rules of Origin

A good wholly obtained or produced entirely in the territory of one or
both of the Parties;

— produced entirely in the territory of one or both of the Parties and

— each of the non-originating materials used in the production of the
good undergoes an applicable change in tariff classification;

— the good otherwise satisfies any applicable regional value content or
other requirements specified in the agreement and the good satisfies
all other applicable requirements of the rules of origin;

— produced entirely in the territory of one or both of the Parties  _ &
exclusively from originating materials.

Let’s explain!
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Rules of Origin

* Goods wholly obtained or produced entirely in
the territory of one or both of the Parties;

— Examples:

— Plants and plant products that are grown
and harvested in the territory of one or
more of the Parties.

— Live animals born and raised in the
territory of the parties.

— Fish, shellfish taken from the sea outside
the territory of the Parties by vessels
registered with a party and flying its flag.
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Rules of Origin

« A good wholly obtained or produced entirely in the territory of one or
both of the Parties;

— each of the non-originating materials used in the production of the
good undergoes an applicable change in tariff classification;

— the good otherwise satisfies any applicable regional value content or
other requirements specified in the agreement and the good satisfies
all other applicable requirements of the rules of origin;

— produced entirely in the territory of one or both of the Parties
exclusively from originating materials.

Let’s explain!
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Rules of Origin-Tariff
Shift Rule Variations

* A change to heading ****from any other chapter**
* Achange to heading****from any other heading****

* A change to heading™***through****from any heading
outside that group

* A change to heading®***through****from any
heading****outside that group except from ****

* |tis not possible to just “guess” the terms of the tariff
shift rules
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Rules of Origin

. . 0904.11 — 0910.99 A change to crushed, ground, or powdered
¢ ( 1) Ta r|ff S h |ft: spices put up for retail sale of subheading 0904.11 through
. . 0910.99 from spices that are not crushed, ground, or
Tariff shift rules powdered of subheading 0904.11 through 0910.99, or from
. any other subheading, except from subheading 0910.10; or
m ay Vd ry IN A change to mixtures of spices or any good of subheading
0904.11 through 0910.99 other than crushed, ground, or

d |ffe re nt FTAS . powdered spices put up for retail sale from any other
subheading, except from subheading 0910.10.

Chapter 40 Rubber and Articles Thereof
. . 4001.10 — 4001.30 A change to subheading 4001.10 through
° (2) Ta rlff S h Ift + 4001.30 from any other chapter; or
R . | V | A change to subheading 4001.10 through 4001.30 from any other
egl Oond dlue subheading provided there is a regional value content of not less

than 30 percent when the build-down method is used.
Content (RVC)
7324.10 — 7324.29 A change to subheading 7324.10

through 7324.29 from any other heading; or
No change in tariff classification is required provided
that there is a regional value content of not less than:

¢ (3) RVC O N Iy (a)35 percent when the build-up method is used, or

(b)45 percent when the build-down method is used.
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G’ FROM THE AMERICAN PEOPLE




Rules of Origin

0904.11 — 0910.99 A change to crushed,

* ( 1) Ta rlff S h Ift: ground, or powdered spices put up for
. . retail sale of subheading 0904.11 through
Ta rlff S h Ift ru l €5 0910.99 from spices that are not crushed,
m ay va ry | N ground, or powdered of subheading
0904.11 through 0910.99, or from any
different FTASs. other subheading, except from

subheading 0910.10; or

A change to mixtures of spices or any
good of subheading 0904.11 through
0910.99 other than crushed, ground, or
powdered spices put up for retail sale
from any other subheading, except from
subheading 0910.10.
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Rules of Origin
Tariff Shift

* Must know the harmonized code for both
the finished good and the component
foreign materials that go into the
production of a good.

 Candy Corn made in Vietnam with
sugar from Costa Rica.

AL
'
4 ==
G’ FROM THE AMERICAN PEOPLE



Does the Candy Corn Originate in Vietham and is it
/ entitled to preference upon entry into the U.S.?

Classification of Candy Corn in heading:1704 (imported good)

Classification of foreign materials (cane sugar):1701

Tariff Shift rule for Candy Corn of 1704:
A Change to heading 1704 from any other heading.

Does the Candy Corn Originate?
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Does the Candy Corn Originate in Vietham and is it
entitled to preference upon entry into the U.S.?

Does the Candy Corn Originate?
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Rules of Origin

— 9403.50.40—Wooden Furniture used in the bedroom.
— Made with lumber from Indonesia (HS 4403.20)




Rules of Origin
Korea FTA

* 9403--

Wooden furniture of a
kind used in the
bedroom

T,
G

A change to 9403 from
any other heading
other than heading
9403




Rules of Origin
Singapore FTA

e 940350 -- * Change to subheading
940350 from any other
subheading except from
subheadings 940110

Wooden furniture of a
kind used in the

bedroom through 940180, 940310
through 940380 and except
@. from subheadings 940190
° or 940390 when that

change is pursuant to
General Rule of
Interpretation 2(a).
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Rules of Origin

° ' ' Chapter 40 Rubber and Articles Thereof
(2) Ta rlff S h Ift + 4001.10 — 4001.30 A change to subheading
Regio Na | Va | ue 4001.10 through 4001.30 from any other

chapter; or
CO ntent ( RVC) A change to subheading 4001.10 through

4001.30 from any other subheading
provided there is a regional value content of
not less than 30 percent when the build-

° ( 3) RVC O N Iy down method is used.

7324.10 — 7324.29 A change to subheading
7324.10 through 7324.29 from any other
heading; or

No change in tariff classification is required
provided that there is a regional value content
of not less than:

(a) 35 percent when the build-up

method is used, or
¢, USAID (b) 45 percent when the build-do
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Principles of Origin for
Textiles and Apparel
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g As used in Free Trade
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U.S. Rules of Origin Textiles

e Test #1 (Country of Origin)

— Apparel: Where the assembly (sewing or knit-to-
shape) occurs.

— Fabric: Where the weaving or knitting occurs.

— Yarn: Where the spinning or extrusion occurs.
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Rules of Origin Textiles

e Test #2 (Preference under the Agreement)
* Yarn forward rule of origin:

— The yarn and fabric must meet the beneficiary

country of origin (Vietham and the United States)
requirements.

— The apparel must be assembled or knit-to-shape in
the beneficiary country--Vietnam.
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Rules of Origin Textiles
Tariff-shift rule
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e 5205 Cotton Yarn

=y O

»6003 Cotton Fabric

>

6105 Mens/boys Knit
Cotton Shirts
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Textile or Apparel Product

* Any good
classifiable in
Chapters 50
through 63 of the
Harmonized
System
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Other FTA Issues

* Packaging l
* De minimis g
* Accumulation Q

3 Country Transportation
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Import Process and
Certification
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Importing Basics
**Prior to Lading/Lading
s*Cargo Entry

**Cargo Release (conditional
release)

s Entry Summary

**Post Summary activities
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Importing Basics
v Data Data Data Data
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Importing Basics

v'Multiple parties in a transaction
Carriers, consolidators, warehouse
proprietors, port operators, importers,
brokers, freight forwarders

4 Bonds Bonds Bonds Bonds
Carrier, importer, warehouse, broker

v Expedite shipments
CSI Port, C-TPAT member
ISA member, Other Agency Requirements




Other Agencies and their
Impact

Agencies whose laws disallow the release of
cargo:

* Food And Drug Administration-Bio-Terrorism
Act —Provides for advance information to FDA

* Food Safety Inspection Service—Meat, Poultry
and Eggs

* United States Department of Agriculture—

Wood Packaging Material




Other Agencies and their
Impact

Agencies whose laws allow release of goods
conditionally from Customs Custody:

* Food And Drug Administration-Food, Drugs
and Cosmetics

* Consumer Products Safety Commission—
consumer products including toys, candles,
children’s sleepwear

* United States Department of Agriculture—
Lacey Act




Certificate of Origin

* |n the United States, absent
unusual circumstances, in order to
facilitate legitimate trade, no
certificate/form attesting to trade
preference is required at the time
the goods are released from
Customs custody. And in fact they
are maintained in the importer’s
possession until requested by
Customs.




Certificate of Origin

=~

* Good for 3 years
* May contain multiple products
 May span a period of up to 1 year

* Customs may waive the Certificate of Origin¥n specific
circumstances

* Customs does not require the Certificate of Origin for
merchandise valued under $1,000 but requires a
statement on the invoice declaring that the goods
qualify for preferential treatment




Verification of FTA Claims

* 2. After review of the Certificate of Origin, Customs may
conduct a verification of origin primarily through:

» Requests for information and
» \Verification Visits to the importer/exporter

Verification of claims using preference criteria “B” regional
value content or complex origin claims are conducted by
Customs Regulatory Auditors.

With the limited exception of our commercial trade partners,
Customs can verify any shipment including those where no
certificate of origin is required. In certain circumstances
Customs is required to conduct verifications (random/trade
strategy).
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Certifications/Certifications
Many Shapes and Sizes
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Exporting Country '
Competent Authority ~ /
Certification "'--L.-./

* The Generalized System of Preferences is a
trade agreement utilizing an exporting
country’s competent authority certification
to certify origin.

* All trade agreements in the U.S. since the
North American Free Trade Agreements
(NAFTA) to include the NAFTA use either

exporter or importer certifications of origin.




U.S. preferred method
to certify that a good is entitled to
preferential treatment

Importer Certification
with no prescribed form used for certification.




Importer Certification

* The exporter, producer, foreign
government entity does not know what
the importer will declare to CBP upon
making entry at the U.S. port of entry.

* The certificate is basically a declaration
by the importer that the good is
originating.
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Importer Certification

 The importer is the entity that should be knowledgeable
about the sourcing of components and final product that is
imported and therefore the country of origin and preference.

* There have been innumerable instances where certificates

issued by foreign governments and exporters have been
counterfeited.

 Many foreign governments issuing certificates of origin do not
perform verification and validation of the shipment that is
being exported.
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Importer Certification

 CBP does not require the certificate as part of the cargo
release or entry process. It must be provided by the importer
upon Customs request only.

* The collection of forms at the time of release or at the time
that duties and taxes are paid is viewed as non- facilitative
and an impediment to international trade.
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Importer Certification

* Information Required on Certification (no
prescribed format)

* Name of certifying person

* [mporter

* Exporter

* Producer

 Tariff classification and a description of the good

* Information demonstrating the good is originating
* Date of certification

* Period of blanket certification
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“Model” Certification (CAFTA-DR)

Certificate of Origin - CAFTA - DR Instructions
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For purpesss of ohitaining preferantial tarfff trestment, this decument must
be completed legily and in ful by the exportar and be in the possession of
the importer at the time the declaration i mede. This docurment mey alzo be
completed woluntarily by the producer for uss by the exportsr. Pleass print
ortype:

1. EXPORTER State the ful lagal neme, address (including country) and
legal ta identification number of the sxporter.

2. BLANKET PERIOD Complste field § the Cartificate covers multiple
shipments of identical goods as described in Fisld & that ars importad
into a CAFTA-DR country for a specified paricd of up to one yesr
[blarket percd). *FROM" is the date upon which the Cartificate becomes
sppicable to the good coverad by the blarkst Cartificats [t may be prior
to the date of signing this Certificate). "TC" i the date upon which the
blankst period expirss. The importation of a good forwhich preferentisl
tariff frastrment is claimed bezed on this Cartificate rmust acour betwesn
thees datee.

3. PRODUC ER State the full legal name, address (including courtry) and
legal te identification number, &3 dfined in Fiald 1, of the producar.
e than one producer's good & included an the Certificats, sttach e list
af the additional producars, including the legal nams, address (including
country) and legal tex identification rumber, cross eferenced to the good
descibed in Fisld 5. f you wish this information to be corfidential, it is
acoeptable to state "Available to Custorms upon request.” Fthe producer
&nd the exporter are the eame, completa fiskd with *SAME." If the
producer is unkroem, it s acceptable to state “UMKNOWH."
IMPORTER — State the ful lagal name, address (including country, and
legal tee identification number, § known, of the mporter. i the importeris
riot knowem, etate "UNKMOWN." i multiple importers, state "VARIOUS."
This fisld may be left blank and completed by the imparter itzalf at time
cartficate i presanted to ita customa service.

5. DESCRIPTION OF GOODS Provide & full description of sach good.
The description should be sufficient to relats it to the nwoice description
and to the Harmorized Systsm (H.5) desciption of the good. If the
Cartificats cowers a single =hipment of a good, include the mvoice
rirmber as shown on the commercial invoice. f not krown, indicats
arother unique reference rumber, such as the shipping order number.
TARIFF CLASSIFICATION For eech good descriced in Field 5, identify
the H.5. tariff classification to six digits. Fthe good iz subject to a specific

e of origin in Annesc 4.1 that requires eight digits, identify to eight digts,

using the H.5. tarff classification of the courtry inta whoes tarritory the

good is importad.

PREFERENCE CRITERION For each good described in Field §,

atate which criterion (& through C) is applizable. The nies of origin ans

cortaired i Chapter Four and Annex 4.1,

NOTE: In order to be entifled to preferential tariff trestment, sach good must
et one of the criteria bakow.

A, The good is *wholly obteined or produced entirely” in the tanitory of one
ar more of the CAFTA-DOR countries, as refemed to in Article 4.22. NOTE:
The purchaes of a good in the temitary does not necesaarty render it
Swhaly obtsined or produced.”

I

b

B. The good is preduced entirly in the temitory of one or more of the
CAFTA-DR countries and eatisfies the specific rule of arigin, st out in
Arnax 4.1, that sppliss to its tariff clessifization. The rule may includs
& tariff classification change, regional vale content requirsment, or a
corrbingtion therscf. The good must slso eatisfy el other pplicabls
recpirements of Chaptar Four

€. The good i preduced entirely in the temitony of one o more ofthe
CAFTA-DR countriss exclusively from criginating meteriale. Under this
riterion, one o more of the materials may not fall within the definition
of “whaly produced or obtained,” &2 2st out in Artick 4.22. All materials
usad in the production of the good must qualify as "oiginating” by
meating the rules of Arficke 4.1,

8. PRODUCER For each good described in Field 5, state "YES" if you are
the preducer of the good. fyou are not the pmduearofthe good State
"NO folowed by (1), (2) ar (3), depending on whether t
wiars based upon: (1) your kmladgeofwha‘lmr the pood qualfies
83 an aniginating oood; (2) your relisnce on the producer's written
reprasantation fother than a Certificats of Crigin that the goed qualfies
83 an anginating good; or (2) & completed and aigned Cartficats for the
good, volumtarily provided to the sxporter by the producar

9. REGIONAL VALUE GONTENT VGR/RVG) For sach good described
in Field 5, where the good is subject to a regional valus contant [FVC)
requiremeant, indicate '"YES" if the RVC is calculsted to detarmine that the
good ia originating; othenaiss, indicate "NO."

10. COUNTRY OF ORIGIN ldentify the name of the country using the IS0
9466-1 alpha-3 code: United States= 134, Costa Rica=CRI, Dominican
Republic=0CM, B Sahvedor=5LY, Guatemala=GTM, Honduras=HMND,
Micaragua=MIC

11. CERTIFICATION This fiekd must be completed, signed and dated by
the exporter. When the Cartificate iz completed by the producsr for usa
by the exparter, it must ba completed, signed and deted by the producar,
The date must be the date the Certificats wes completed and signed.




Certificate of Origin Non-
Compliance Challenges and Issues

e Belief that if a product is purchased in a
country it is a product of that country

e Failure to understand how the certificate
of origin will be used

* Producers afraid to identify their
suppliers for fear of being cut out of the

supply chain

& STATES a5
5 ‘a
% A r &/
G iP5’ FROM THE AMERICAN PEOPLE
{ONAL DEY




Certificate of Origin Non-
Compliance Challenges and Issues

e Exporter or producer’s lack of
understanding of the Rules of Origin

* Inability to use/understand the
Harmonized Tariff System to classify
goods and materials

* |nsufficient information from producer of
materials to be able to determine
classification and/or regional value
content
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Issues: Exporter completed
Certificate of Origin

* Penalties are issued against a bond
posted by the importer so with exporter
generated certificates of origin such as
with NAFTA, Customs cannot issue a
penalty against the exporter. All
Customs can do is deny the claim for
preferential trade made by the importer
and issue penalties against the importer
if applicable.
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Transshipment

 U.S. Customs and Border Protection has a clear mandate from
Congress to strengthen the fight against the illegal transshipment
of textile and apparel goods into the United States.

 The federal government has designed a comprehensive anti-
transshipment enforcement strategy that incorporates robust
domestic and international elements.

* CBP regularly sends Textile Production Verification Teams (Jump
Teams) to audit apparel factories in high-risk countries, primarily
Asian nations, free trade agreement partners and preferential
trade program beneficiaries.

e Strong anti-transshipment language has been included in every FTA
and every preferential trade program the U.S. has signed in recent
history to prevent countries that are not members or beneficiaries
of those arrangements from illegally benefiting from the
preferential duty access they afford.
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Vietnam Risk

* Once the TPP is enacted Vietnam
will be considered a high-risk
location for textile shipments:

— Shipping patterns from China
through the Vietnamese border
areas allow ease of goods to move
through Vietnam and unscrupulous
operators will take advantage of
this.
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Thank you




