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(K) monitoring and effective dispute set-
tlement mechanisms to facilitate compli-
ance with the matters described in subpara-
graphs (A) through (J).

(Pub. L. 103-182, title I, §108, Dec. 8, 1993, 107
Stat. 2066.)

SUBCHAPTER II—CUSTOMS PROVISIONS
§ 3331. Tariff modifications

(a) Tariff modifications provided for in Agree-
ment

(1) Proclamation authority

The President may proclaim—

(A) such modifications or continuation of
any duty,

(B) such continuation of duty-free or ex-
cise treatment, or

(C) such additional duties,

as the President determines to be necessary or
appropriate to carry out or apply articles 302,
305, 307, 308, and 703 and Annexes 302.2, 307.1,
308.1, 308.2, 300-B, 703.2, and 703.3 of the Agree-
ment.

(2) Effect on Mexican GSP status

Notwithstanding section 502(f)(2) of the
Trade Act of 1974 [19 U.S.C. 2462(f)(2)], the
President shall terminate the designation of
Mexico as a beneficiary developing country for
purposes of title V of the Trade Act of 1974 [19
U.S.C. 2461 et seq.] on the date of entry into
force of the Agreement between the United
States and Mexico.

(b) Other tariff modifications
(1) In general

Subject to paragraph (2) and the consulta-
tion and layover requirements of section
3313(a) of this title, the President may pro-
claim—

(A) such modifications or continuation of
any duty,

(B) such modifications as the United
States may agree to with Mexico or Canada
regarding the staging of any duty treatment
set forth in Annex 302.2 of the Agreement,

(C) such continuation of duty-free or ex-
cise treatment, or

(D) such additional duties,

as the President determines to be necessary or
appropriate to maintain the general level of
reciprocal and mutually advantageous conces-
sions with respect to Canada or Mexico pro-
vided for by the Agreement.

(2) Special rule for articles with tariff phaseout
periods of more than 10 years

The President may not consider a request to
accelerate the staging of duty reductions for
an article for which the United States tariff
phaseout period is more than 10 years if a re-
quest for acceleration with respect to such ar-
ticle has been denied in the preceding 3 cal-
endar years.

(e) Conversion to ad valorem rates for certain
textiles

For purposes of subsections (a) and (b) of this

section, with respect to an article covered by
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Annex 300-B of the Agreement imported from
Mexico for which the base rate in the Schedule
of the United States in Annex 300-B is a specific
or compound rate of duty, the President may
substitute for the base rate an ad valorem rate
that the President determines to be equivalent
to the base rate.

(Pub. L. 103-182, title II, §201, Dec. 8, 1993, 107
Stat. 2068; Pub. L. 104-188, title I, §1954(a)(5),
Aug. 20, 1996, 110 Stat. 1927.)

REFERENCES IN TEXT

The Trade Act of 1974, referred to in subsec. (a)(2), is
Pub. L. 93-618, Jan. 3, 1975, 88 Stat. 1978, as amended.
Title V of the Act is classified generally to subchapter
V (§2461 et seq.) of chapter 12 of this title. For complete
classification of this Act to the Code, see section 2101
of this title and Tables.

AMENDMENTS

1996—Subsec. (a)(2). Pub. L. 104-188 substituted
“502(f)(2) of the Trade Act of 1974 for ‘502(a)(2) of the
Trade Act of 1974 (19 U.S.C. 2462(a)(2))".

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-188 applicable to articles
entered on or after Oct. 1, 1996, with provisions relating
to retroactive application, see section 1953 of Pub. L.
104-188, set out as an Effective Date note under section
2461 of this title.

EFFECTIVE DATE

Section 213 of Pub. L. 103-182 provided that:

‘‘(a) PROVISIONS EFFECTIVE ON DATE OF ENACTMENT.—
Section 212 [enacting provisions set out as a note under
section 58c of this title] and this section take effect on
the date of the enactment of this Act [Dec. 8, 1993].

“(b) PROVISIONS EFFECTIVE WHEN AGREEMENT ENTERS
INTO FORCE.—Section 201, section 202, section 203(a), (d),
and (e), section 210 and section 211, the amendment
made by section 203(c), and the amendments made by
sections 204 through 209 [enacting this section and sec-
tions 3332, 3333(a), (d), (e), 3334, and 3335 of this title and
amending sections 58c, 1304, 1313, 1508, 1509, 1514, 1520,
1592, and 1628 of this title] take effect on the date the
Agreement enters into force with respect to the United
States [Jan. 1, 1994].

“(c) PROVISIONS WITH DELAYED EFFECTIVE DATES.—
The amendments made by section 203(b) [amending sec-
tions 81c, 1311 to 1313, and 1562 of this title] apply—

‘(1) with respect to exports from the United States
to Canada—
“(A) on January 1, 1996, if Canada is a NAFTA
country on that date, and
‘“(B) after such date for so long as Canada con-
tinues to be a NAFTA country; and
“(2) with respect to exports from the United States
to Mexico—
“(A) on January 1, 2001, if Mexico is a NAFTA
country on that date; and
“(B) after such date for so long as Mexico con-
tinues to be a NAFTA country.”

NORTH AMERICAN FREE TRADE AGREEMENT: ENTRY
INTO FORCE

The North American Free Trade Agreement entered
into force on Jan. 1, 1994, see note set out under section
3311 of this title.

IMPLEMENTATION OF SAFEGUARD PROVISIONS FOR
TEXTILE AND APPAREL GOODS

The Committee for the Implementation of Textile
Agreements to implement safeguard provisions for tex-
tile and apparel goods pursuant to this section, see sec-
tion 3 of Ex. Ord. No. 12889, Dec. 27, 1993, 58 F.R. 69681,
set out as a note under section 3311 of this title.
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§ 3332. Rules of origin

(a) Originating goods
(1) In general

For purposes of implementing the tariff
treatment and quantitative restrictions pro-
vided for under the Agreement, except as
otherwise provided in this section, a good
originates in the territory of a NAFTA coun-
try if—

(A) the good is wholly obtained or pro-
duced entirely in the territory of one or
more of the NAFTA countries;

(B)(i) each nonoriginating material used in
the production of the good—

(I) undergoes an applicable change in
tariff classification set out in Annex 401 of
the Agreement as a result of production
occurring entirely in the territory of one
or more of the NAFTA countries; or

(IT) where no change in tariff classifica-
tion is required, the good otherwise satis-
fies the applicable requirements of such
Annex; and

(ii) the good satisfies all other applicable
requirements of this section;

(C) the good is produced entirely in the
territory of one or more of the NAFTA coun-
tries exclusively from originating materials;
or

(D) except for a good provided for in chap-
ters 61 through 63 of the HTS, the good is
produced entirely in the territory of one or
more of the NAFTA countries, but one or
more of the nonoriginating materials, that
are provided for as parts under the HTS and
are used in the production of the good, does
not undergo a change in tariff classification
because—

(i) the good was imported into the terri-
tory of a NAFTA country in an unassem-
bled or a disassembled form but was classi-
fied as an assembled good pursuant to Gen-
eral Rule of Interpretation 2(a) of the HT'S;
or

(ii)(I) the heading for the good provides
for and specifically describes both the good
itself and its parts and is not further sub-
divided into subheadings; or

(IT) the subheading for the good provides
for and specifically describes both the good
itself and its parts.

(2) Special rules
(A) Foreign-trade zones

Subparagraph (B) of paragraph (1) shall
not apply to a good produced in a foreign-
trade zone or subzone (established pursuant
to the Act of June 18, 1934, commonly known
as the Foreign Trade Zones Act [19 U.S.C.
8la et seq.]) that is entered for consumption
in the customs territory of the United
States.

(B) Regional value-content requirement

For purposes of subparagraph (D) of para-
graph (1), a good shall be treated as originat-
ing in a NAFTA country if the regional
value-content of the good, determined in ac-
cordance with subsection (b) of this section,
is not less than 60 percent where the trans-
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action value method is used, or not less than
50 percent where the net cost method is
used, and the good satisfies all other appli-
cable requirements of this section.

(b) Regional value-content

(1) In general

Except as provided in paragraph (5), the re-
gional value-content of a good shall be cal-
culated, at the choice of the exporter or pro-
ducer of the good, on the basis of—

(A) the transaction value method de-
scribed in paragraph (2); or
(B) the net cost method described in para-
graph (3).
(2) Transaction value method
(A) In general

An exporter or producer may calculate the
regional value-content of a good on the basis
of the following transaction value method:

TV-VNM
RVC = _ X 100
TV
(B) Definitions

For purposes of subparagraph (A):

(i) The term ‘“RVC” means the regional
value-content, expressed as a percentage.

(ii) The term “TV’” means the trans-
action value of the good adjusted to a
F.0.B. basis.

(iii) The term ‘“VNM’’ means the value of
nonoriginating materials used by the pro-
ducer in the production of the good.

(3) Net cost method
(A) In general

An exporter or producer may calculate the
regional value-content of a good on the basis
of the following net cost method:

NC-VNM
RVC = _ X 100
NC
(B) Definitions

For purposes of subparagraph (A):

(i) The term ‘“RVC” means the regional
value-content, expressed as a percentage.

(ii) The term ‘“NC’’ means the net cost of
the good.

(iii) The term ‘“VNM’ means the value of
nonoriginating materials used by the pro-
ducer in the production of the good.

(4) Value of nonoriginating materials used in
originating materials

Except as provided in subsection (c)(1) of
this section, and for a motor vehicle identified
in subsection (c)(2) of this section or a compo-
nent identified in Annex 403.2 of the Agree-
ment, the value of nonoriginating materials
used by the producer in the production of a
good shall not, for purposes of calculating the
regional value-content of the good under para-
graph (2) or (3), include the value of non-
originating materials used to produce origi-
nating materials that are subsequently used in
the production of the good.

(5) Net cost method must be used in certain
cases

An exporter or producer shall calculate the
regional value-content of a good solely on the
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