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Things to Consider

* [dentify supply chain flows for possible FTAs
* Determine value of various flows

» Determine potential benefits

» Determine cost benefit by flow

» Cost benefit vs. customer service

* Develop a plan (country, regional or global approach)
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Identify Your Supply Chain
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Identify Possible FTAs for Each Flow

* For each supply chain flow determine which FTA (s) may
apply to the “ship from” and “ship to” combination.

» Quantify value shipped and duty paid by major products to
Identify potential benefits

= Determine cost/benefitof FTA
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Rules of Origin
Generally rules of origin are based on
* A change in tariff classification (“tariff shift”),
* A regional value-content requirement (“RVC”), or

= A combination of both
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Rules of Origin - Transshipment

= Originating goods shipped outside the territory for any
operation other than:
» Unloading

* reloading, or
» other operation necessary to preserve the condition

or to transport the goods to another FTA party

= | _ose their status as originating goods
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How to keep current with all the global trade
agreements/programs available?
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¥ ;re?: T:;lde AOLEBMERES Home Why should you care about free trade agreements (FTAs)?
ustralia
¥ Bahrain If you are looking to export your product or service, the United States may have negotiated favorable treatment for
¥ CAFTA-DR your service or product through an FTA, This treatment should make it easier to export your product to or offer vour
¥ Chile service in the FTA country’s market. It may also give your product or service a competitive advantage versus products
N b zrael from other countries.
»
Jordan What is an FTA negotiated by the United States?
¥ Morocco
FOMAFTA An FTA IS an agreement between two or more countries where the countries agree on certain behaviors that affect
¥ Oman trade in goods and services, and protections for investors and intellectual property rights, among other topics. For
¥ peru the United States, the main goal of trade agreements is to reduce barriers to W5, exports, and protect U.S, interests
b and enhance the rule of law in the FTA partner country. The reduction of trade barriers and the creation of a more
ingapore . . ) . . ;
b Colambia - Pendin stable and transparent trading and investrnent environment make it easier and cheaper for .S, companies to export
N - = their products and services to trading partner markets, Forty-one percent of U.5. goods exports went to FTA partner
korea - F‘endmg countries in 2010, with exports to those countries growing at a faster rate than exports to the rest of the world from
¥ Panama - Pending 2009 to 2010, 23% vs. 20%,
Related Topics FTas usually build off of the agreements negotiated in the \World Trade Organization (WTO), For example, in the
) WTO, each country agrees to issue, at the request of the impaorter ar exporter, binding advance determinations on
¥ FT& Tariff Tool where a product will be viewed as coming from, since many products are made up of parts from multiple countries,
¥ Trade Compliance Center Under an FTA, importers and exporters can obtain determinations for a broader set of issues, incduding finding what
F USTR Website tariff line the product will be dassified under, and value that will use to calculate the tariff.
Other countries also negotiate FTAs and the behaviors covered may not be the same as those negotiated by the .
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How to keep current with all the global trade
agreements/programs available?

| Participation in Regional Trade Agreements - map -

Windows Internet Explorer
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Participation in Regional Trade Agreements

Click on a country or territory on the map to see its participation in Regional Trade Agreements for the following sectors:

O Goods and Services
® Goods
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‘fou can alternatively select a country or territory from this dropdown...
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Free Trade Implications

= FTA Compliance
* Need to establish FTA processes

= Production

= Need to factor FTAS into decisions where to
produce

= Procurement
* Need to factor FTAs into sourcing decisions
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Free Trade Compliance Processes

Supplier Solicitation
» Collecting supplier certificates of origin
* For parts/products resold
* For parts/products used in production
Origin Analysis
= Analyzing production data against origin rules
Issuing Certificates

= Monitoring customer requests and certificates
that have been issued
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Common Problems

Lack of Data

Unreliable Data

Incorrect/inconsistent classification between vendor
certificates and company database

Sourcing changes during year
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Best Practices

* Proper maintenance of Certificates issued

= Support and audit trail for Certificates issued

» Central coordination of communication with Customs
= Control over who can sign the Certificate

» Documented procedures

* If you do not have a Certificate for the material, it is
deemed non-originating

» Under RVC, you must be able to support your financial
data and your allocation methodologies
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' Thank you

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You
should not act upon the information contained in this publication without obtaining specific professional advice. No representation or
warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the
extent permitted by law, [insert legal name of the PwC firm], its members, employees and agents do not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information
contained in this publication or for any decision based on it.

© 2011 PwC LLP. All rights reserved. In this document, “PwC” refers to PwC LLP which is a member firm of PricewaterhouseCoopers
International Limited, each member firm of which is a separate legal entity.



