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(5) if the light-duty vehicle producer does not have a statement referred to in any of sections 9(2)(c) through (h) from the producer of
the power steering hose assembly, the light-duty vehicle producer includes in the value of non-originating materials of the vehicles
the value, determined in accordance with section 9(2)(i), of the power steering hose assembly: in this situation, that amount would be
$10, the cost to the producer of acquiring that material.

Example 10:
A producer of light-duty vehicles located in City C in the territory of a NAFTA country imports from outside the territories of the

NAFTA countries rubber hose provided for in heading 4009, which is listed in Schedule IV, and uses that good as original equipment in
the production of a light-duty vehicle.

The rubber hose arrives at City A in the NAFTA country, but the producer of the light-duty vehicle does not have title to the good; it
is transported under bond to City B, and on its arrival in City B, the producer of the light-duty vehicle takes title to it and the good is re-
ceived in the territory of a NAFTA country. The good is then transported to the location of the light-duty vehicle producer in City C.

The customs value of the imported good is $4, the transportation and other costs referred to in subparagraph 9(2)(b)(ii) to City A are
$3 and to City B are $2, and the cost of duties, taxes and other fees referred to in section 9(4) is $1. The cost of transporting the good from
City B to the location of the producer in City C is $1. The rubber hose is traced material.

For purposes of calculating, under section 9(1), the regional value content of the light-duty vehicle, the value, under section 9(2)(b), of
non-originating materials of that vehicle is the customs value of the traced material and, where not included in that value, the cost of
taxes, duties, fees and the cost of transporting the traced material to the place where title is taken. In this situation, the value of non-origi-
nating materials would be the customs value of the traced material, $4, the cost of duties taxes and other fees, $1, the cost of transporting
the material to City A, $3, and the cost of transporting that material from City A to City B, $2, for a total of $10. The $1 cost of transport-
ing the good from City B to the location of the producer in City C would not be included in the value of non-originating materials of the
light-duty vehicle because a person of a NAFTA country has taken title to the traced material.
Example 11:

A radiator provided for in subheading 8708.91 is imported from outside the territories of the NAFTA countries by a producer of light-
duty vehicles and is used in the territory of a NAFTA country as original equipment in the production of a light-duty vehicle.

The radiator is transported by ship from outside the territories of the NAFTA countries and arrives in the territory of the NAFTA
country at City A. The radiator is not, however, unloaded at City A and although the radiator is physically present in the territory of the
NAFTA country, it has not been received in the territory of a NAFTA country.

The ship sails in territorial waters from City A to City B and the radiator is unloaded there. The light-duty vehicle producer files,
from City C in the same country, the entry for the radiator; the radiator enters the territory of the NAFTA country at City B.

Subheading 8708.91 is listed in Schedule IV. The radiator is a traced material.
For purposes of calculating, under section 9(1), the regional value content of the light-duty vehicle, the value of the radiator is in-

cluded in the value of non-originating materials of the light-duty vehicle. The costs of any freight, insurance, packing and other costs in-
curred in transporting the radiator to City B are included in the value of non-originating materials of the light-duty vehicle, including the
cost of transporting the radiator from City A to City B. The costs of any freight, insurance, packing and other costs that were incurred in
transporting the radiator from City B to the location of the producer are not included in the value of non-originating materials of the light-
duty vehicle.
Example 12:

Producer X, located in NAFTA country A, produces a car seat of subheading No. 9401.20 that is used in the production of a light-
duty vehicle. The only non-originating material used in the production of the car seat is an electric motor of subheading No. 8501.20 that
was imported by Producer X from outside the territories of the NAFTA countries. The electric motor is a material of a tariff provision list-
ed in Schedule IV and thus is a traced material.

Producer X sells the car seat as original equipment to Producer Y, a light-duty vehicle producer, located in NAFTA country B. The
car seat is an originating good because the non-originating material in the car seat (the electric motor) undergoes the applicable change in
tariff classification set out in a rule that specifies only a change in tariff classification. Consequently, Producer X does not choose to cal-
culate the regional value content of the car seat in accordance with section 12(1).

For purposes of determining, under section 9(1), the value of non-originating materials used in the production of the light-duty vehi-
cle that incorporates the car seat, the value of the electric motor is included even though the car seat qualifies as an originating material.

Producer X provides Producer Y with a statement described in section 9(2)(c), with the value of non-originating material used in the
production of the car seat determined in accordance with section 12(3), as is permitted by section 9(8). Producer Y uses that value as the
value of non-originating materials used in the production of the light-duty vehicle with respect to the car seat.
Example 13:

This example has the same facts as in Example 12, except that the car seat does not qualify as an originating good under the rule that
specifies only a change in tariff classification. Instead, it qualifies as an originating good under a rule that specifies a regional value-con-
tent requirement and a change in tariff classification. For purposes of that rule, Producer X chose to calculate the regional value content of
the car seat in accordance with section 12(1) over a period set out in section 12(5)(a) and using a category set out in section 12(4)(a).

For purposes of the statement described in section 9(2)(c), Producer X determined, as is permitted under section 9(8), the value of
non-originating material used in the production of the car seat in accordance with section 12(3) over a period set out in section 12(5)(a)
and using a category set out in section 12(4)(e).

SECTION 10. HEAVY-DUTY AUTOMOTIVE GOODS
Determining VNM for the calculation of the RVC for heavy-duty automotive goods

(1) Except as otherwise provided in subsections (3) through (8) and section 12(10)(a), for purposes of calculating the re-
gional value content of a heavy-duty automotive good under the net cost method, the value of non-originating materials
used by the producer of the good in the production of the good shall be the sum of

(a) for each listed material that is a non-originating material, is a self-produced material and is used by the producer
in the production of the good, at the choice of the producer, either

(i) the total cost incurred with respect to all goods produced by the producer that can be reasonably allocated to
that listed material in accordance with Schedule VII,
(ii) the aggregate of each cost that forms part of the total cost incurred with respect to that listed material that can
be reasonably allocated to that listed material in accordance with Schedule VII, or
(iii) the sum of

(A) the customs value of each non-originating material imported by the producer and used in the production
of the listed material, and, where not included in that customs value, the costs referred to in subsections
(2)(c) through (f), and


