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(a) identifying, in the books of the exporter or person, the latest receipts of fungible goods that add up to the amount
of fungible goods in opening inventory;
(b) determining the origin of the fungible goods that make up those receipts; and
(c) considering the origin of those fungible goods to be the origin of the fungible goods in opening inventory.

(2) Where the exporter or person chooses the specific identification method and has, in opening inventory, originating
goods or non-originating goods that are fungible goods and that are marked with an origin identifier, the origin of those
fungible goods is determined on the basis of the origin identifier.
(3) The exporter or person may consider all fungible goods in opening inventory to be non-originating goods.

ADDENDUM A
‘‘EXAMPLES’’ ILLUSTRATING THE APPLICATION OF THE INVENTORY MANAGEMENT METHODS TO DETERMINE

THE ORIGIN OF FUNGIBLE MATERIALS

The following ‘‘examples’’ are based on the figures set out in the table below and on the following assumptions:
(a) originating Material A and non-originating Material A that are fungible materials are used in the production of
Good A;
(b) one unit of Material A is used to produce one unit of Good A;
(c) Material A is only used in the production of Good A;
(d) all other materials used in the production of Good A are originating materials; and
(e) the producer of Good A exports all shipments of Good A to the territory of a NAFTA country.

Date
(M/D/Y)

Materials inventory
(Receipts of material A)

Sales
(Shipments of

good A)

Quantity
(units) Unit cost * Total value Quantity

(units)

12/18/93 ................................................................................... 100 (O 1) $1.00 $100
12/27/93 ................................................................................... 100 (N 2) 1.10 110
01/01/94 ................................................................................... 200 (OI 3)
01/01/94 ................................................................................... 1,000 (O) 1.00 1,000
01/05/94 ................................................................................... 1,000 (N) 1.10 1,100
01/10/94 ................................................................................... ............................. ............................. ............................. 100
01/10/94 ................................................................................... 1,000 (O) 1.05 1,050
01/15/94 ................................................................................... ............................. ............................. ............................. 700
01/16/94 ................................................................................... 2,000 (N) 1.10 2,200
01/20/94 ................................................................................... ............................. ............................. ............................. 1,000
01/23/94 ................................................................................... ............................. ............................. ............................. 900

* Unit cost is determined in accordance with section 7 of this Appendix.
1 ‘‘O’’ denotes originating materials.
2 ‘‘N’’ denotes non-originating materials.
3 ‘‘OI’’ denotes opening inventory.

Example 1: FIFO method
Good A is subject to a regional value-content requirement. Producer A is using the transaction value method to determine the regional

value content of Good A.
By applying the FIFO method:

(1) the 100 units of originating Material A in opening inventory that were received in materials inventory on 12/18/93 are considered to
have been used in the production of the 100 units of Good A shipped on 01/10/94; therefore, the value of non-originating materials used
in the production of those goods is considered to be $0;
(2) the 100 units of non-originating Material A in opening inventory that were received in materials inventory on 12/27/93 and 600 units
of the 1,000 units of originating Material A that were received in materials inventory on 01/01/94 are considered to have been used in the
production of the 700 units of Good A shipped on 01/15/94; therefore, the value of non-originating materials used in the production of
those goods is considered to be $110 (100 units x $1.10);
(3) the remaining 400 units of the 1,000 units of originating Material A that were received in materials inventory on 01/01/94 and 600
units of the 1,000 units of non-originating Material A that were received in materials inventory on 01/05/94 are considered to have been
used in the production of the 1,000 units of Good A shipped on 01/20/94; therefore, the value of non-originating materials used in the
production of those goods is considered to be $660 (600 units x $1.10); and
(4) the remaining 400 units of the 1,000 units of non-originating Material A that were received in materials inventory on 01/05/94 and 500
units of the 1,000 units of originating Material A that were received in materials inventory on 01/10/94 are considered to have been used
in the production of the 900 units of Good A shipped on 01/23/94; therefore, the value of non-originating materials used in the produc-
tion of those goods is considered to be $440 (400 units x $1.10).
Example 2: LIFO method

Good A is subject to a change in tariff classification requirement and the non-originating Material A used in the production of Good A
does not undergo the applicable change in tariff classification. Therefore, where originating Material A is used in the production of Good
A, Good A is an originating good and, where non-originating Material A is used in the production of Good A, Good A is a non-originating
good.

By applying the LIFO method:
(1) 100 units of the 1,000 units of non-originating Material A that were received in materials inventory on 01/05/94 are considered to have
been used in the production of the 100 units of Good A shipped on 01/10/94;
(2) 700 units of the 1,000 units of originating Material A that were received in materials inventory on 01/10/94 are considered to have
been used in the production of the 700 units of Good A shipped on 01/15/94;
(3) 1,000 units of the 2,000 units of non-originating Material A that were received in materials inventory on 01/16/94 are considered to
have been used in the production of the 1,000 units of Good A shipped on 01/20/94; and


