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Vietnam 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.



Vietnam 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



Vietnam 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

• Refer to www.cbp.gov:

What Every Member of the Trade Should Know About Textile 
and Apparel Rules of Origin

http://www.cbp.gov/


Substantial Transformation

• 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?



Transition to an FTA with 
Vietnam



FTA Basic Guidelines
• Determine your product’s tariff 

classification.

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

• Identify the Rule of Origin under the TPP 
or other Trade Agreement

• Determine Origin

• Keep Records



Rules of Origin Fundamentals
• Knowing the correct Harmonized Tariff 

Code classification of a product is 
CRITICAL to determining the 
requirements for obtaining preferential 
duty treatment under the Trans-Pacific 
Partnership.

• The market access section of the 
agreement will articulate the 
preferential rules and corresponding 
requirements and these are driven by 
the classification of the product.



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.



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! 



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.



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! 



Rules of Origin-Tariff 
Shift Rule Variations

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

• A change 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 ****

• It is not possible to just “guess” the terms of the tariff 
shift rules



Rules of Origin
• (1) Tariff Shift:  

Tariff shift rules 
may vary in 
different FTAs.

• (2) Tariff Shift + 
Regional Value 
Content (RVC)

• (3) RVC Only

0904.11 – 0910.99 A change to crushed, ground, or powdered 

spices put up for retail sale of subheading 0904.11 through 

0910.99 from spices that are not crushed, ground, or 

powdered of subheading 0904.11 through 0910.99, or from 

any 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.

Chapter 40 Rubber and Articles Thereof

4001.10 – 4001.30 A change to subheading 4001.10 through 

4001.30 from any other chapter; or

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-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

(b)45 percent when the build-down method is used.



Rules of Origin

• (1) Tariff Shift:  
Tariff shift rules 
may vary in 
different FTAs.

0904.11 – 0910.99 A change to crushed, 

ground, or powdered spices put up for 

retail sale of subheading 0904.11 through 

0910.99 from spices that are not crushed, 

ground, or powdered of subheading 

0904.11 through 0910.99, or from any 

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.



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.



Does the Candy Corn Originate in Vietnam 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?



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

Does the Candy Corn Originate?



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

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



Rules of Origin
Singapore FTA

• 940350 --

Wooden furniture of a 
kind used in the 
bedroom

• Change to subheading 
940350 from any other 
subheading except from 
subheadings 940110 
through 940180, 940310 
through 940380 and except 
from subheadings 940190 
or 940390 when that 
change is pursuant to 
General Rule of 
Interpretation 2(a).



Rules of Origin

• (2) Tariff Shift + 
Regional Value 
Content (RVC)

• (3) RVC Only

Chapter 40 Rubber and Articles Thereof

4001.10 – 4001.30 A change to subheading 

4001.10 through 4001.30 from any other 

chapter; or

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-

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

(b) 45 percent when the build-down 

method is used.



Principles of Origin for 
Textiles and Apparel

As used in Free Trade 

Agreements



U.S. Rules of Origin Textiles

• 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.



Rules of Origin Textiles
• Test #2 (Preference under the Agreement)

• Yarn forward rule of origin:

– The yarn and fabric must meet the beneficiary 
country of origin (Vietnam and the United States) 
requirements.

– The apparel must be assembled or knit-to-shape in 
the beneficiary country--Vietnam. 



Rules of Origin Textiles
Tariff-shift rule

• 5205 Cotton Yarn

»6003 Cotton Fabric

6105 Mens/boys Knit 
Cotton Shirts

There is no value based rule for textiles
Regional value content may apply to other 
products, e.g. automobiles
De minimus for textiles is chief weight of fiber, e.g. 
cotton, wool, man-made fiber.



Textile or Apparel Product

• Any good 
classifiable in 
Chapters 50 
through 63 of the 
Harmonized 
System



Other FTA Issues

• Packaging

• De minimis

• Accumulation

• 3rd Country Transportation



Import Process and 
Certification



Importing Basics
Prior to Lading/Lading

Cargo Entry

Cargo Release (conditional 
release)

Entry Summary

Post Summary activities



 Data  Data   Data  Data

Importing Basics



 Bonds  Bonds  Bonds  Bonds
Carrier, importer, warehouse, broker

Importing Basics

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

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



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
• In 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 in 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).  



Certifications/Certifications
Many Shapes and Sizes



Exporting Country 
Competent Authority 

Certification
• 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.



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.



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.



Importer Certification
• Information Required on Certification (no 

prescribed format)
• Name of certifying person

• Importer

• Exporter

• Producer

• Tariff classification and a description of the good

• Information demonstrating the good is originating

• Date of certification

• Period of blanket certification



“Model” Certification (CAFTA-DR)



Certificate of Origin Non-
Compliance Challenges and Issues

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

• 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



Certificate of Origin Non-
Compliance Challenges and Issues

• 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

• Insufficient information from producer of 
materials to be able to determine 
classification and/or regional value 
content



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.



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. 

• 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. 



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.



Thank you


