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what is 
nafta?
 



1. An improper NAFTA claim may result in which of 
the following actions by Customs?

a) a $10,000 penalty per occurrence
b) trick question—the Department of State may take 

action, not Customs
c) a pizza party
d) revocation of importer license
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always
consult with 
an expert.
 



2 conditions to claim nafta:

 . goods must qualify

 . NAFTA certificate must be properly completed

 



2.  What’s the first step in qualifying your goods under 
NAFTA?



2.  What’s the first step in qualifying your goods under 
NAFTA?

determine the classification of the finished 
article



what is proper qualification?
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Various

Model ABC123 Ceiling fan with 150 watt 
motor

8414.59 B NO(3) NO US
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3. The percentage of foreign content is the 
determining factor for NAFTA qualification.

a) true
b) false
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either
tariff 
shift

or
regional

value 
content

or
both

Qualifying non-originating materials



clay 

tariff shift
 . goods must shift from one tariff to another

 . the shift must meet requirements in the rule

 . goods that meet the tariff shift rule don't need to 
contain any originating material

 . some classifications don't have a regional value 
content (RVC) provision and must meet the tariff 
shift rule



preferential duty rates
Annex 401 Originating Goods

A Wholly obtained or produced entirely in 
the territory

B Articles meeting the Annex 401 rules of 
origin

C Produced entirely in the territory from 
originating materials



preferential duty rates
Annex 401 Originating Goods

D Unassembled goods, goods classified 
with their parts  

E Automatic data processing goods

F Agricultural goods



a) machines and parts
b) computers and electronics
c) scrap material
d) live animals
e) c and d

4. NAFTA preference criteria A can be used for...



a) machines and parts
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Preference criteria a

 . minerals
 . crops
 . live animals
 . scrap metal
 . forest product/lumber



a) tariff shift rule
b) Regional Value Content (RVC) rule
c) both a and b
d) all of the above

5. Which rules of origin must be met to qualify for 
NAFTA preference criteria B?



a) tariff shift rule
b) Regional Value Content (RVC) rule
c) both a and b
d) all of the above

5. Which rules of origin must be met to qualify for 
NAFTA preference criteria B?



Preference criteria B

Goods made entirely in a NAFTA country and the 
rules of origin have been satisfied*

*de minimis



7% de minimis rule

 . Article 405 for tariff shift

 . most products: by value, adjusted to FOB basis

 . textiles: by weight

 . exceptions

 



regional Value content

 



6. Non-producers should obtain a  

NAFTA Certificate prior to claiming 

NAFTA.



6. Non-producers should obtain a  

NAFTA Certificate prior to claiming 

NAFTA.



Preference criteria c

Goods produced entirely in the territories of 
one or more NAFTA countries of exclusively 
originating materials 



operations that don't confer origin

 . dilution with water

 . simple packaging

 . change from one classification to another as a 
result of change in end-use



transshipment of goods

goods must ship from a NAFTA country to qualify

 



nafta certificate of origin

 . a legal document

 . who should sign it

 . how should it be stored

 . when should it be completed

 . why should it be reviewed





nafta Qualification workshop
Ceiling fan with 150 watt motor–8414.59



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

Nuts & Bolts US C

Wiring Mexico C

Housing Canada B

Motor US B

Rubber Gaskets Mexico C

Nut US C

Washers US C
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ceiling fan with 150 watt motor—8414.59

component origin tariff Value

Nuts & Bolts China 7318

Wiring Germany 7408

Housing Korea 7326

Motor Japan 8501

Rubber Gaskets Taiwan 4016

Nut China 7318

Washers India 7318
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rule 30B(a), preference criteria = B



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

Nuts & Bolts China 7318

Wiring Germany 7408

Housing Korea 8414

Motor Japan 8501

Rubber Gaskets Taiwan 4016

Nut China 7318

Washers India 7318



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

Nuts & Bolts China 7318

Wiring Germany 7408

Housing Korea 8414

Motor Japan 8501

Rubber Gaskets Taiwan 4016

Nut China 7318

Washers India 7318

rule 30B(a), Does not Qualify



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

Nuts & Bolts China 7318 0.25

Wiring Mexico 9.00

Housing Korea 8414.90 10.00

Motor Canada 30.00

Rubber Gaskets US .25

Nut Mexico .25

Washers US .25

Does this qualify for nafta?



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

Nuts & Bolts China 7318 0.25

Wiring Mexico 9.00

Housing Korea 8414.90 10.00

Motor Canada 30.00

Rubber Gaskets US .25

Nut Mexico .25

Washers US .25

Value of non-originating materials $10.25

Value of originating materials $39.75

total material cost $50.00

selling price of fan $75.00



calculate regional Value content (rVc)

B Subtract the value of nonoriginating materials from 
the transaction value (selling price).

75  –   10.25  =  64.75 

C Divide the result by the transaction value.

64.75  ÷  75  =  0.8633

D Multiply the result by 100.

0.86  x  100  =  86.33%

E If result is 60% or more, it qualifies for NAFTA under 
transaction value.

 86.33%. yes, it qualifies for nafta.



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

nuts & Bolts China 7318 0.25

wiring Germany 7408 9.00

housing Korea 8414.90 10.00

Motor Malaysia 8501 30.00

rubber Gaskets Taiwan 4016 0.25

nut China 7318 0.25

washers India 7318 0.25

Does this qualify for nafta?



ceiling fan with 150 watt motor—8414.59

component origin tariff Value

nuts & Bolts China 7318 0.25

wiring Germany 7408 9.00

housing Korea 8414.90 10.00

Motor Malaysia 8501 30.00

rubber Gaskets Taiwan 4016 0.25

nut China 7318 0.25

washers India 7318 0.25

Value of non-originating materials $50.00

Value of originating materials $0.00

total material cost $50.00

selling price of fan $75.00



calculate regional Value content (rVc)

B Subtract the value of nonoriginating materials from 
the transaction value (selling price).

75  –   50  =  25

C Divide the result by the transaction value.

25  ÷  75  =  0.3333

D Multiply the result by 100.

0.3333  x  100  =  33.33%

E If result is 60% or more, it qualifies for NAFTA under 
transaction value.

33.33%. no, it doesn't qualify for nafta.



Importer’s staff lacks       of the NAFTA 
eligibility rules and requirements. 

Importer does not request, maintain, or review    
       for accuracy. 

Imports with a specific rule of origin that is very    
     .

Imports subject to a very high     .

7. Fill in the blanks for these “Red Flags”.



Importer’s staff lacks       of the NAFTA 
eligibility rules and requirements. 

Importer does not request, maintain, or review    
       for accuracy. 

Imports with a specific rule of origin that is very    
     .

Imports subject to a very high     .

7. Fill in the blanks for these “Red Flags”.

knowledge

NAFTA certificate

complicated

duty rate



red flags



Best practices



Download informed compliance publications 
from U.S. Customs at cbp.gov

Consult with your Customs broker and freight 
forwarder

Talk to U.S. Customs

Obtain binding rulings when possible

tools & tips



Robert Stein
rstein@mohawkglobal.com 

Licensed U.S. Customs Broker
Vice President, Customs & Trade Compliance

Mohawk Global Logistics
mohawkglobal.com


