
T
he Central America Free Trade
Agreement will level the playing
field by eliminating tariffs on
U.S. exports to CAFTA coun-

tries. It will also eliminate tariffs on most
imports of textiles and apparel, with cer-
tain exceptions.

But there’s no such thing as a free
lunch when it comes to claiming prefer-
ential treatment under free-trade agree-
ments and other programs outlined in
import regulations and listed in the
Harmonized Tariff Schedule of the

United States. Companies must provide
the necessary documentation to prove
their eligibility. 

Under the North American Free
Trade Agreement, for example, an
exporter from Canada or Mexico will
pre-qualify a product for eligibility by
properly classifying the product and con-
firming the rule of origin that applies. It
must also complete the NAFTA certifi-
cate, a document that verifies the prod-
uct’s eligibility for preferential duty-free
treatment. Customs may not demand to
see it, but the U.S. importer must have
this document on file at the time of
importation. In many cases, importers

have products that qualify for NAFTA
treatment, only to learn in an audit that
the key words on the invoice, such as
NAFTA eligible, cannot be backed up
with a NAFTA certificate. Or the certifi-
cate on file is not dated for the time
frame of the shipment, leaving the prod-
uct ineligible for duty-free status.   

Differences of opinion between an
importer and exporter over a product’s
classification should be clarified before
the shipment crosses the border — not
during an audit review.  

Similar provisions apply to other
trade agreements, as well as special pro-
grams such as U.S. Goods Returned
(U.S.G.R). Under this program, a U.S.
product being returned to the United States
may be eligible for duty-free status under a
9801 classification code, provided that the
U.S. importer has two declarations on file.
The first declaration is from the shipper
confirming that the product returned was
not increased in value or improved in con-
dition while abroad. The second declara-
tion is from the U.S. importer confirming
that the product is indeed of U.S. origin.
These two documents together will safe-
guard a company during an audit. Often, at
the time of importation, a simple note is
included on the commercial invoice, such
as U.S.G.R. If the shipment clears
Customs duty-free, it is up to the importer
to maintain the required statements so that
under Customs scrutiny, they will be eligi-
ble for the reduced duty status.

In either case, if your company is
using a trade agreement or special provi-
sion to claim that a product is eligible for
reduced import duties or duty-free treat-

ment, proper documentation must be on
file to substantiate that claim. If the U.S.
importer is not able to provide the docu-
mentation required by Customs, it will
then have to pay the correct amount of
duty for which the product should have
been entered, along with any interest on
that duty and potential fines. Exporters
may be at risk when their customers con-
tact them looking for assistance in paying
these additional duties or fines since the
customer based the claim based on the
exporter’s paperwork.  

Working together with suppliers,
customs trade consultants and Customs
will help to ensure that your company
has the proper documentation on file to
claim duty-free status on your shipments.
Safeguarding your company’s trade-
agreement programs in advance of a
shipment will help protect you from fines
and penalties as well as additional duties
on product long sold. Buyer beware!  S

Suzanne Richer is an international trade
consultant and president of Customs &
Trade Solutions Inc. She can be reached
at (609) 896-2210, or via email at
smricher@aol.com.

There’s no such thing 
as a free lunch 
By Suzanne Richer

g u e s t  c o l u m n

AUGUST 29, 2005  Shipping Digest 5

Differences of opinion

between an importer and

exporter over a product’s

classification should be

clarified before the shipment

crosses the border — not

during an audit review.  

There’s no such thing as a

free lunch when it comes to

claiming preferential

treatment.

Guest columns are an important feature of Shipping Digest. If you have an idea for a column
that you’d like to write, please send an e-mail to barmbruster@joc.com, or call (973) 848-7152.
Letters to the editor are also welcome.

         


