CETA’S RULES OF ORIGIN
EXPLAINED

set out the conditions that products have to meet in order to enjoy the preferential tariff
treatment, both in the European Union and in Canada. As they are technical and can be
intimidating, this guide aims to demystify them, so that exporters learn to navigate through
them, in order to make informed sourcing and export development decisions.

Three general principles
-the last transformation/treatment/processing of a product must take place in one of the
countries that is part of the Free Trade Agreement. For example, if all the components and
parts necessary to make an automobile were made in the EU, shipped to Turkey for
assembly, then the vehicle shipped to Canada, it would not qualify under CETA;
-Tariff Change Rule (TCR): a product made from raw materials/components/parts from a
foreign country may qualify if the finished product has been transformed enough, i.e.
providing the output is different from the input. This is illustrated by a change of Customs
tariff number, the HS Code (see below explanation), hence its name: Tariff Change Rule;
-Regional Value Content (RVC): this rule states the maximum foreign content (or the
minimum regional content) a product can have and still qualify. ‘’Regional’’ means the
content from the countries that are part of the Free Trade Agreement, i.e. in the context of
CETA, both the European content and the Canadian content of a product can be added
together, in order to calculate the regional percentage.
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CETA, like every Free Trade Agreement, has detailed product-specific rules of origin that

The HS code is an international numbering system of products issued and maintained
by the World Customs Organization in Brussels and used by Customs administration
worldwide to classify imported and exported products, assess duties (tariffs) and taxes,
import-export controls, and for statistical purposes. A complete HS code has 10 digits but
only the first 6-digits are uniform worldwide, while the last 4 digits are country specific.
Product-Specific Rules of Origin are therefore organized around the first 6 digits of the HS
code: the first two indicate the Chapter, the next two the Heading, the next two the SubHeading. The HS code has 99 Chapters, beginning with natural products (example live
animals are in Chapter 1 and fruits in chapter 8), semi-finished products in the middle
(chemicals in chapter 28 and plastics in chapter 39) and manufactured products towards the
end (machinery in chapter 84, toys in chapter 95).

Natural products that are grown and harvested either in the EU or in Canada (like Canadian
mustard seeds or Spanish clementines) or manufactured products that are 100% European or
Canadian, don’t have to worry about rules of origin. The Rules apply to products that have
some foreign content (non-EU or non-Canadian). In trade/customs language, it’s called the
‘’non-originating’’ content.
There isn’t one set of Rules of Origin applying to everything across the board as they vary
from product to product, organized by HS codes, hence they are called ‘’Product-Specific
Rules of Origin’’.
The CETA Rules are found at the end of the text of the Agreement and are part of the
‘’Protocol on rules of origin and origin procedures’’. The Protocol contains 7 annexes and the
rules are in annex 5.
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The HS Code

For the Tariff Change Rule (TCR)
-identify the HS code of your finished product (6 digits)
-look-up the Rule of Origin specific to this HS code in Annex 5 of the Protocol
(they are organized numerically, starting at 01 and ending at 99)
-identify the HS code of your foreign components (6 digits) and work backwards to see if your
foreign component (input) has been transformed enough (output) for the finished product to
qualify
-the rule may refer to just a few products under a sub-heading, more products under a
heading or to several headings at the same time
-the rule will call for a Tariff Change (change of HS code) at the chapter level, or at the
heading level, or at the sub-heading level. If it calls for a change at the chapter level, it means
the HS code of your foreign component must not be in the same chapter as the finished
product; if it calls for a change at the heading level, it means the HS code of your foreign
component must not be contained in the same heading as the finished product; and if it calls
for a change of sub-heading, your foreign component must not be under the same subheading of the finished product.

For the Regional Value Content (RVC)
You compute the value of the foreign content or the cumulative value of the EU/Canadian
content and calculate the percentage in relation to the ExWorks price of the product.
ExWorks (abbreviated EXW) is an international Incoterm®: it refers to the sales price of a
product without the shipping and insurance costs.
When there is an RVC requirement, it varies between 40% and 50% (maximum foreign
content), depending on the product (HS code).
A practical way to record this is to create a Bill of Materials identifying the HS code, origin and
value of each component of a manufactured product, to arrive at the percentage of foreign and
regional contents.
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Process to verify compliance

an RVC.
Once the exporter has verified that the product meets the Rules of Origin, he/she can issue
the Origin Certification on the Commercial Invoice (or any other document). The Origin
Certification will be necessary for the importer to claim the preferential tariff treatment upon
entry into Canada (or the EU).
In the EU, for sales exceeding 6,000 euros, the exporter must be registered under the REX
system and show its registration number with the origin certification. In Canada, exporters
show their Exporter Number (assigned by the CRA).
Both exporters and importers must be conscious of the traceability requirement of customs
compliance and keep records of all the relevant documentation, in order to be able to present
it to customs, in case of a post-entry audit or verification.

To go further
Visit the EU Commission's portal
Exporting from the EU or importing into the EU: all you need to know is here:
https://trade.ec.europa.eu/access-to-markets/en/home
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For some products, the Rule of Origin only refers to a TCR, or an RVC, or to both a TCR and

CETA, the Comprehensive Economic and Trade Agreement in effect since September
21st, 2017, provides duty-free access to the Canadian market for most EU products, including
foodstuffs, without restrictions, with a few exceptions for poultry, dairy and egg products, for
which there are Tariff Rate Quotas.
In order to qualify for the CETA preferential tariff treatment, prepared food products must
comply with the Product Specific Rules of Origin. These are contained in CETA’s Chapter
2: Treatment and Market Access for Goods and Protocol I: Rules of Origin and Origin
Procedures. The Rules of Origin are product-specific, organized numerically by HS Code
(Harmonized System) and generally allow a certain proportion of foreign content, providing
that the finished product has been transformed enough and/or that there is a minimum
percentage of regional content (usually around 50% for industrial products). De minimis
exemption: all Free Trade Agreements have a “de minimis” allowance under which a small
percentage of foreign content is allowed. The CETA de minimis exemption is 10%.
Once a product’s eligibility to the preferential tariff treatment has been validated, the exporter
must provide an Origin Certification, usually on the commercial invoice. This is an autocertification process. For shipments valued over EUR 6,000, the European exporter must be
registered under the EU’s Registered Exporter System (REX) and enter their registration
number in the Origin Certification statement.
Direct shipment rule: in order to qualify for CETA’s preferential tariff treatment, European
products must be shipped directly from Europe to Canada. If they are shipped indirectly
via another country, they lose CETA’s preferential tariff treatment, unless they remain under
Customs control in the third country and are not processed in any way.
CETA also protects 143 EU Geographic Indicators (GIs).

Guide written in collaboration with
Christian Siviere
Following a 30 year career in international logistics in Europe and in Canada, Christian Sivière started a Montréal-based
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training on the Logistics, Customs and Regulatory aspects of International Trade, Importing, Exporting, Free Trade
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