In the case of used machinery, equipment or cars, a valuation letter must be issued by
the exporter to the importer or 'to whom it may concern’ showing a full description of
the equipment or product, the number of years it has been used, the original cost and
the present cost of a similar item (2). This letter needs to be legalized abroad and
endorsed by a Mexican Consul (see Appendix 5).

The prior import permit, as the license is officially called, is issued by the Secretariat of

Commerce and lndusmal_ Development (Secretaria de Co.mercno_y Fomento Industrial

Il. TARIFFS AND TAXES

Since December 1987, the maximum ad valorem import duty rate was set at 20% on the
F.O.B. invoice value. Duty rates range from 0% to 5%, 10%, 15% and 20%. No
Intermediary rates are applicable. Mexico uses the Harmonized System of Tariff
Nomenclature and applies its tariffs on a non-discriminatory basis, with the exception of
Preferential duty rates offered to members of the Latin American Integration Association

IA or Asociaci6n Latinoamericana de Integracién ALADI) (Argentina, Bolivia, Brazil,
Chile, Colombia, Ecuador, Paraguay, Pery, Uruguay and Venezuela). A certificate of
origin, certified by the Mexican Consul, is necessary when goods are imported from one
of the LAIA countries.

The customs broker determines the proper classification of the goods within the
Harmonized System and the duty rate applicable on that classification. If in doubt, the
Classification can be obtained directly from Mexican customs, through an official letter
requesting it prior to the importation. In addition to the ad-valorem import duty, a
Customs processing fee of 0.8% (it increased from 0.6% in February 1990) is assessed
On the F.O.B. invoice value. A 15% value added tax is levied on the cumulative value of
-0.B. invoice and ad-valorem duties on most products. Certain products are exempt of
the value added tax, while some luxury items are charged a 20% tax. (The official price
System was totally eliminated in January 1988, as well as the export development tax.)

i

2, Since often no similar equipment or machinery is presently manufactured
8nd the new items have electronic or other state-of-the-art components and are
therefore much more expensive, the present valuation should not be based on
the cost of the new model, but on an estimated cost of the old machinery if it

¥as to be sold new today. This is important, since import duties are
€alculated based on this cost.



