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(b) A good that is grown, produced, or 

manufactured in the territory of one or 

both of the Parties by one or more pro-

ducers is an originating good if the 

good satisfies the requirements of 

§ 10.770 of this subpart and all other ap-

plicable requirements of General Note 

27, HTSUS. 

§ 10.773 Value of materials. 
(a) General. For purposes of § 10.770(b) 

of this subpart and, except as provided 

in paragraph (b) of this section, the 

value of a material produced in the ter-

ritory of one or both of the Parties in-

cludes the following: 

(1) The price actually paid or payable 

for the material by the producer of the 

good; 

(2) The freight, insurance, packing 

and all other costs incurred in trans-

porting the material to the producer’s 

plant, if such costs are not included in 

the price referred to in paragraph (a)(1) 

of this section; 

(3) The cost of waste or spoilage re-

sulting from the use of the material in 

the growth, production, or manufac-

ture of the good, less the value of re-

coverable scrap; and 

(4) Taxes or customs duties imposed 

on the material by one or both of the 

Parties, if the taxes or customs duties 

are not remitted upon exportation 

from the territory of a Party. 

(b) Exception. If the relationship be-

tween the producer of a good and the 

seller of a material influenced the price 

actually paid or payable for the mate-

rial, or if there is no price actually 

paid or payable by the producer for the 

material, the value of the material pro-

duced in the territory of one or both of 

the Parties, includes the following: 

(1) All expenses incurred in the 

growth, production, or manufacture of 

the material, including general ex-

penses; 

(2) A reasonable amount for profit; 

and 

(3) The freight, insurance, packing, 

and all other costs incurred in trans-

porting the material to the producer’s 

plant. 

§ 10.774 Direct costs of processing op-
erations. 

(a) Items included. For purposes of 

§ 10.770(b) of this subpart, the words 

‘‘direct costs of processing operations’’, 

with respect to a good, mean those 

costs either directly incurred in, or 

that can be reasonably allocated to, 

the growth, production, or manufac-

ture of the good in the territory of one 

or both of the Parties. Such costs in-

clude, to the extent they are includable 

in the appraised value of the good when 

imported into a Party, the following: 

(1) All actual labor costs involved in 

the growth, production, or manufac-

ture of the specific good, including 

fringe benefits, on-the-job training, and 

the costs of engineering, supervisory, 

quality control, and similar personnel; 

(2) Tools, dies, molds, and other indi-

rect materials, and depreciation on 

machinery and equipment that are al-

locable to the specific good; 

(3) Research, development, design, 

engineering, and blueprint costs, to the 

extent that they are allocable to the 

specific good; 

(4) Costs of inspecting and testing the 

specific good; and 

(5) Costs of packaging the specific 

good for export to the territory of the 

other Party. 

(b) Items not included. For purposes of 

§ 10.770(b) of this subpart, the words 

‘‘direct costs of processing operations’’ 

do not include items that are not di-

rectly attributable to the good or are 

not costs of growth, production, or 

manufacture of the good. These in-

clude, but are not limited to: 

(1) Profit; and 

(2) General expenses of doing business 

that are either not allocable to the 

good or are not related to the growth, 

production, or manufacture of the 

good, such as administrative salaries, 

casualty and liability insurance, adver-

tising, and salesmen’s salaries, com-

missions, or expenses. 

§ 10.775 Packaging and packing mate-
rials and containers for retail sale 
and for shipment. 

Packaging materials and containers 

in which a good is packaged for retail 

sale and packing materials and con-

tainers for shipment are to be dis-

regarded in determining whether a 

good qualifies as an originating good 

under § 10.770 of this subpart and Gen-

eral Note 27, HTSUS, except to the ex-

tent that the value of such packaging 
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and packing materials and containers 

may be included in meeting the value- 

content requirement specified in 

§ 10.770(b) of this subpart. 

§ 10.776 Indirect materials. 
Indirect materials are to be dis-

regarded in determining whether a 

good qualifies as an originating good 

under § 10.770 of this subpart and Gen-

eral Note 27, HTSUS, except that the 

cost of such indirect materials may be 

included in meeting the value-content 

requirement specified in § 10.770(b) of 

this subpart. 

§ 10.777 Imported directly. 
(a) General. To qualify as an origi-

nating good under the MFTA, a good 

must be imported directly from the 

territory of a Party into the territory 

of the other Party. For purposes of this 

subpart, the words ‘‘imported directly’’ 

mean: 

(1) Direct shipment from the terri-

tory of a Party into the territory of the 

other Party without passing through 

the territory of a non-Party; or 

(2) If the shipment passed through 

the territory of a non-Party, the good, 

upon arrival in the territory of a 

Party, will be considered to be ‘‘im-

ported directly’’ only if the good did 

not undergo production, manufac-

turing, or any other operation outside 

the territories of the Parties, other 

than unloading, reloading, or any other 

operation necessary to preserve the 

good in good condition or to transport 

the good to the territory of a Party. 

Operations that may be performed out-

side the territories of the Parties in-

clude inspection, removal of dust that 

accumulates during shipment, ventila-

tion, spreading out or drying, chilling, 

replacing salt, sulfur dioxide, or aque-

ous solutions, replacing damaged pack-

ing materials and containers, and re-

moval of units of the good that are 

spoiled or damaged and present a dan-

ger to the remaining units of the good, 

or to transport the good to the terri-

tory of a Party. 

(b) Documentary evidence. An im-

porter making a claim for preferential 

tariff treatment under the MFTA for 

an originating good may be required to 

demonstrate, to CBP’s satisfaction, 

that the good was ‘‘imported directly’’ 

from the territory of a Party into the 

territory of the other Party, as that 

term is defined in paragraph (a) of this 

section. An importer may demonstrate 

compliance with this section by sub-

mitting documentary evidence. Such 

evidence may include, but is not lim-

ited to, bills of lading, airway bills, 

packing lists, commercial invoices, re-

ceiving and inventory records, and cus-

toms entry and exit documents. 

TARIFF PREFERENCE LEVEL 

§ 10.778 Filing of claim for tariff pref-
erence level. 

A fabric or apparel good described in 

§ 10.779 of this subpart that does not 

qualify as an originating good under 

§ 10.770 of this subpart may neverthe-

less be entitled to preferential tariff 

treatment under the MFTA under an 

applicable tariff preference level 

(TPL). To make a TPL claim, the im-

porter must include on the entry sum-

mary, or equivalent documentation, 

the applicable subheading in Chapter 99 

of the HTSUS (9912.99.20) immediately 

above the applicable subheading in 

Chapters 51 through 62 of the HTSUS 

under which each non-originating fab-

ric or apparel good is classified. 

§ 10.779 Goods eligible for tariff pref-
erence claims. 

The following goods are eligible for a 

TPL claim filed under § 10.778 of this 

subpart: 

(a) Fabric goods. Fabric goods pro-

vided for in Chapters 51, 52, 54, 55, 58, 

and 60 of the HTSUS that are wholly 

formed in Morocco, regardless of the 

origin of the fiber or yarn used to 

produce the goods, provided that they 

meet the applicable conditions for pref-

erential tariff treatment under the 

MFTA, other than the condition that 

they are originating; and 

(b) Apparel goods. Apparel goods pro-

vided for in Chapters 61 and 62 of the 

HTSUS that are cut or knit to shape, 

or both, and sewn or otherwise assem-

bled in Morocco, regardless of the ori-

gin of the fabric or yarn used to 

produce the goods, provided that they 

meet the applicable conditions for pref-

erential tariff treatment under the 

MFTA, other than the condition that 

they are originating goods. 
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