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(2) Waiver. The port director may
waive the submission of evidence of di-
rect importation when otherwise satis-
fied, taking into consideration the kind
and value of the merchandise, that the
merchandise was, in fact, imported di-
rectly and that it otherwise clearly
qualifies for duty-free treatment under
the ATPA.

(e) Verification of documentation. The
documentation submitted under this
section to demonstrate compliance
with the requirements for duty-free
treatment under the ATPA shall be
subject to such verification as the port
director deems necessary. In the event
that the port director is prevented
from obtaining the necessary
verification, the port director may
treat the entry as fully dutiable.

§ 10.208 Duty reductions for certain
products.

(a) General. Handbags, luggage, flat
goods, work gloves, and leather wear-
ing apparel that were not designated
on August 5, 1983, as eligible articles
for purposes of the Generalized System
of Preferences under Title V, Trade Act
of 1974, as amended (19 U.S.C. 2461–2466),
are not eligible for duty-free treatment
under the ATPA. However, any such ar-
ticle from a beneficiary country may
be subject to a reduced rate of duty set
forth in the Harmonized Tariff Sched-
ule of the United States in the applica-
ble ‘‘Special’’ subcolumn followed by
the symbol ‘‘J’’ in parenthesis, pro-
vided the article is a product of any
beneficiary country. For purposes of
this section, an article is a ‘‘product
of’’ a beneficiary country if the article
is either:

(1) Wholly the growth, product, or
manufacture of a beneficiary country;
or

(2) A new or different article of com-
merce which has been grown, produced,
or manufactured in a beneficiary coun-
try.

(b) Filing reduced-duty claim. A claim
for reduced-duty treatment under the
ATPA may be made at the time of fil-
ing the entry summary or other entry
document by placing thereon the sym-
bol ‘‘J’’ as a prefix to the Harmonized
Tariff Schedule of the United States
subheading number applicable to each
article for which reduced-duty treat-

ment is claimed and by placing thereon
the reduced duty rate applicable to
each such article.

(c) Verification of reduced-duty claim.
Any claim for reduced-duty treatment
under this section shall be subject to
such verification as the port director
deems necessary. In the event that the
port director is prevented from obtain-
ing the necessary verification, the port
director may treat the entry as duti-
able at the applicable non-ATPA rate.
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SOURCE: Sections 10.301 through 10.311
issued by T.D. 89–3, 53 FR 51766, Dec. 23, 1988,
unless otherwise noted.

§ 10.301 Scope and applicability.
The provisions of §§ 10.302 through

10.311 of this part relate to the proce-
dures for obtaining duty preferences on
imported goods under the United
States-Canada Free-Trade Agreement
(the Agreement) entered into on Janu-
ary 2, 1988, and the United States-Can-
ada Free-Trade Agreement Implemen-
tation Act of 1988 (102 Stat. 1851). The
United States and Canada agreed to
suspend operation of the Agreement
with effect from January 1, 1994, to co-
incide with the entry into force of the
North American Free Trade Agreement
(see part 181 of this chapter) and, ac-
cordingly, the provisions of §§ 10.302
through 10.311 of this part apply only
to goods imported from Canada that
were entered for consumption, or with-
drawn from warehouse for consump-
tion, during the period January 1, 1989,
through December 31, 1993. In situa-
tions involving goods subject to bilat-
eral restrictions or prohibitions, or
country of origin marking, other cri-
teria for determining origin may be ap-
plicable pursuant to Article 407 of the
Agreement.

[T.D. 96–35, 61 FR 19835, May 3, 1996]

§ 10.302 Eligibility criteria in general.
Subject to the more specific expla-

nations of the criteria in §§ 10.303 and
10.305 of this part, goods classifiable
under an HTSUS heading or sub-
heading for which the symbol ‘‘CA’’ ap-
pears in the ‘‘special’’ column are eligi-
ble for a preference if:
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(a) Originating goods. The goods origi-
nate in Canada or the United States, or
both, and

(b) Direct shipment required. Except as
provided in § 10.306(b), are directly
shipped to the United States from Can-
ada.

§ 10.303 Originating goods.
(a) General. For purposes of eligi-

bility for a preference under the Agree-
ment, goods may be regarded as origi-
nating goods if:

(1) Wholly of Canadian or United States
origin. The goods are wholly obtained
or produced in the Territory of Canada
or the United States, or both, as set
forth in General Note 3(c), HTSUS;

(2) Transformed with a change in classi-
fication. The goods have been trans-
formed by a processing which results in
a change in classification and, if re-
quired, a sufficient value-content, as
set forth in General Note 3(c), HTSUS;
or

(3) Transformed without a change in
classification. An assembly of goods,
other than goods of chapters 61 to 63 of
the HTSUS, which does not result in a
change in classification because the
goods were imported in an unassembled
or disassembled form and classified as
the goods, unassembled or disassem-
bled, pursuant to General Rule of In-
terpretation 2(a), HTSUS, or because
the tariff subheading for the goods pro-
vides for both the goods themselves
and their parts, shall nonetheless be
treated as originating goods if:

(i) The value of originating materials
and the direct cost of assembling in
Canada or the United States, or both,
as defined in § 10.305 constitute not less
than 50 percent of the value of the
goods when exported to the United
States;

(ii) The assembled goods are not sub-
sequently processed or further assem-
bled in a third country; and

(iii) The goods satisfy the require-
ment in § 10.306.

(b) Originating materials. For purposes
of this section and § 10.305, the term
‘‘materials’’ means goods, other than
those included as part of the direct
cost of processing or assembling, used
or consumed in the production of other
goods, and the term ‘‘orginating’’ when
used with reference to such materials

means that the materials satisfy one of
the criteria for originating goods set
forth in paragraph (a) of this section.

(c) Change in classification. For pur-
poses of paragraph (a) of this section,
the expression ‘‘change in classifica-
tion’’ means a change of classification
within the Harmonized Commodity De-
scription and Coding System (Har-
monized System) as published and
amended from time to time by the Cus-
toms Cooperation Council.

(d) Articles of feather. The goods are
eligible to be treated as originating in
Canada pursuant to General Note
3(c)(vii)(R)(12)(ee), HTSUS.

[T.D. 92–8, 57 FR 2453, Jan. 22, 1992]

§ 10.304 Exclusions.
(a) Changes based on simple processing.

No goods shall be considered origi-
nating for purposes of eligibility under
the Agreement if they have merely un-
dergone simple packaging or simple
combining operations, or have under-
gone mere dilution with water or with
another substance that does not mate-
rially alter the characteristics of the
goods.

(b) Other excluded processing. No
goods shall be considered to be origi-
nating merely by virtue of having un-
dergone any process or work in which
the facts clearly justify the presump-
tion that the sole object was to cir-
cumvent the provisions of Chapter 3 of
the Agreement.

§ 10.305 Value content requirement.
(a) Direct cost of processing or assem-

bling.
(1) Definition. For purposes of apply-

ing a specific rule of origin under the
Agreement which requires a value con-
tent determination, the terms ‘‘direct
cost of processing’’ and ‘‘direct cost of
assembling’’ mean the costs directly
incurred in, or that can be reasonably
allocated to, the production of goods,
including:

(i) The cost of all labor, including
benefits and on-the-job training, labor
provided in connection with super-
vision, quality control, shipping, re-
ceiving, storage, packaging, manage-
ment at the location of the process or
assembly, and other like labor, wheth-
er provided by employees or inde-
pendent contractors;
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