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SUMMARY

1. During the review period (2015-18), the Canadian economy was characterized by moderate
GDP growth, low inflation, a relatively stable federal government debt-to-GDP ratio, a declining
current account deficit, and real exchange rate depreciation.

2. After two years of weak growth in 2015 and 2016 due to lower oil prices and the ensuing
deterioration of its terms of trade, Canada experienced a strong expansion that started in the second
half of 2016 and in 2017, as the economy responded to stimulative monetary and fiscal policies.
Growth continued, albeit at a slower pace (1.8%) in 2018, largely reflecting lower contributions from
household consumption and business investment. Canada is a largely open economy, which has long
relied on trade as a driving force: aggregate two-way trade flows (imports plus exports) stand at
approximately the equivalent of 65% of GDP. Canada has achieved a high standard of living for its
population: GDP per capita in nominal terms reached USD 46,182 in 2018.

3. Canada has a diversified economy, with services accounting for around 70% of GDP
throughout the review period. At the same time, Canada is among the world's largest producers of
numerous natural resources, including timber, oil, gas, minerals, and ores. The manufacturing
sector's share of GDP remained constant at 10.4% during the period, while mining accounted for
almost 8% of GDP in 2018. Agriculture, energy and mining remain important drivers of Canadian
trade and of its trade policy.

4. During most of the review period, a countercyclical fiscal policy was applied for economic
stabilization purposes, and Canada posted small federal government budgetary deficits. In
FY2017-18 (ending on 31 March 2018), this deficit reached 0.9% of GDP, virtually unchanged from
FY2016-17. Throughout the review period, Canada also posted small provincial government
operational deficits and a general government deficit, which includes federal, provincial, territorial,
and local governments. Canada's gross federal debt stood at some 44% of GDP in the third quarter
of 2018.

5. After peaking in 2015, Canada's current account deficit trended down, led by stronger services
exports in 2016 and stronger goods exports in 2017. The deficit ranged between 2.4% and 3.5% as
a percentage of GDP over the review period. The major exported products are mineral products and
energy, but their share decreased from 29% of total exports in 2014 to 24% in 2018, due to declines
in world prices. Exports of vehicles and transport equipment represented 16% of total exports in
2018, while agricultural and agri-food product exports accounted for about 11%. The main import
categories include machinery and mechanical appliances, vehicles and transport equipment,
chemical products, and mineral products (mainly energy). Canada remains heavily reliant on the
United States' market, although, during the review period, there was an increase in two-way trade
with China. Trade with Mexico also increased.

6. During the review period, according to the authorities, Canada's trade policy was focused on
diversifying international trade and foreign direct investment (FDI), and on pursuing an inclusive
approach to trade, focused on transparency, labour rights, the environment, small and medium-sized
enterprises (SMEs), gender, and Indigenous peoples. A number of initiatives were launched to reach
these goals, including: a new Export Diversification Strategy, with the goal of increasing overseas
exports by 50% by 2025; improving support to companies looking to export, particularly SMEs; and
promoting gender equality through reducing barriers to the participation of women in international
trade. With respect to the latter, Canada showed leadership by expanding its internal impact
assessment process to include labour and gender, and by incorporating Trade and Gender chapters
in its new or revised FTAs.

7. As part of its trade policy, Canada continued to pursue reciprocal FTAs during the review
period, with the implementation, or provisional application, of three new Agreements: the
Canada-European Union Comprehensive Economic and Trade Agreement (CETA), the
Canada-Ukraine Free Trade Agreement (CUFTA), and the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP). Canada was also active in updating and expanding
existing FTAs in order to modernize certain FTA provisions, when revised agreements were
negotiated with Chile, Israel, and NAFTA partners; however, only the agreement with Chile entered
into force, in February 2019. Canada is now a party to 14 FTAs. FTA trade is heavily dominated by
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Canada's NAFTA trading partners, with the United States and Mexico accounting for 94% of imports
under FTA provisions in 2017.

8. Canada's long-standing Agreement on Internal Trade (AIT) was replaced, on 1 July 2017, by
the Canadian Free Trade Agreement (CFTA). The new Agreement brings about wider and more
in-depth coverage of internal trade, as it incorporates almost all economic activities and deepens
the coverage of many provincial and territorial commitments, in particular on government
procurement. It has provisions for reducing regulatory barriers through a mechanism for regulatory
cooperation; strengthens dispute settlement procedures; increases alignment with Canada's
international obligations; and includes new provisions on environmental protection and labour
mobility.

9. During the review period, Canada actively participated in the regular work of the WTO
committees, negotiations, dispute settlement, monitoring, and plurilateral initiatives. It also played
a leadership role by chairing WTO bodies and promoting initiatives such as trade and gender in the
WTO, as well as through its work on WTO reform. Canada notified the WTO of its acceptance of the
Trade Facilitation Agreement (TFA) on 16 December 2016. Canada completed the procedures and
implemented its commitments under the Information Technology Agreement (ITA) Expansion, and
regularly met its notification requirements during the period.

10. FDI remains an important aspect of Canada's economy, with direct investment abroad
amounting to over CAD 1 trillion in 2017, equivalent to over 50% of its GDP. Since its last Review,
Canada stepped up efforts to improve its FDI attractiveness, with the establishment of Invest in
Canada, a one-stop shop for foreign investment, the development of Guidelines on the National
Security Review of Investments, and the elimination of the formal approval procedures for many
potential investments through the increase of investment review threshold levels. However, most
long-standing foreign investment restrictions remain in place, although there has been a relaxation
of ownership rules for the airline sector. Canada's investment framework comprises the Investment
Canada Act (ICA), 1985, which remains largely unchanged since the last Review; 37 bilateral
investment treaties, known as Foreign Investment Promotion and Protection Agreements (FIPAs);
and 12 FTAs that have dedicated chapters on investment.

11. During the review period, there were no significant amendments to the Customs Act, except
with respect to, inter alia, regulations concerning reporting requirements on Advance Commercial
Information (ACI), requiring commercial clients to provide Canada Border Services Agency (CBSA)
officers with electronic pre-arrival information. The ACI/eManifest programme became operational
in all modes of transportation after the eManifest requirements for all highway and rail shipments
became legally binding in July 2015. However, ACI/eManifest's commercial reporting requirements
and time-frames for required documentation differ depending on the mode of transportation and the
type of commercial client. Moreover, the CBSA rolled out two new initiatives to facilitate trade,
namely the Single Window Initiative and Phase 1 of the CBSA Assessment and Revenue Management
(CARM).

12. The 2019 average applied MFN tariff is 6.1%, slightly up from 6.0% in 2014, mainly due to
changes in the tariff structure. About 70.4% of tariff lines are duty-free on an MFN basis, a higher
percentage than in 2014 (67.0%), mainly reflecting the elimination of import duties on products
under the ITA Expansion, and the unilateral tariff elimination on certain imported products used in
the agri-food processing industry. Canada continues to apply some non-ad valorem duties (3.7% of
total tariff lines) on agricultural products. Tariffs on agricultural products (WTO definition) remain
higher (the simple average is 21.8%, and there are some tariff peaks with ad valorem equivalents
(AVEs) of over 100%) than on non-agricultural products (2.5%). Tariff rate quotas (TRQs) are
applied on 159 tariff lines, including dairy products, poultry and egg products, beef and veal, and
certain wheat and barley products. Some 99.7% of tariff lines are bound; the exceptions comprise
products such as gas, petroleum, electrical energy, and vessels. A wide range of tariff and tax
exemptions are provided under specific regulations.

13. Canada grants preferential tariff treatment under bilateral or plurilateral agreements, or under
unilateral concession schemes. Preferential schemes include the newly-signed FTAs with the
European Union (EU), Ukraine, and the 11 CPTPP countries. Under most FTAs, duty-free treatment
(including MFN duty-free) covers 95% of tariff lines. The simple average tariff for FTA partners is
slightly over 3.0% (e.g. 3.7% for CPTPP partners, 3.3% for the European Union and Ukraine).
However, the simple average preferential rates for agricultural products remain high (ranging
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between 17% and 21%, as compared to an MFN average tariff of 21.8%), mainly due to exceptions
from preferences for certain agricultural products such as dairy produce, and meat and fish products.
On the other hand, tariffs on non-agricultural products are nearly all zero.

14. Canada's system of indirect taxation includes a 5% value added tax (Federal Goods and
Services Tax), normally with an additional provincial component levied on the same tax base
(Harmonized Sales Tax) or on a tax base that may be different (Provincial Sales Tax). The Federal
Government also levies excise duties on alcoholic beverages, tobacco products, certain petroleum
products, and a few other items. The provinces and territories levy their own product-specific taxes,
often on the same type of goods. Except for increases in some tax rates, the tax regime has remained
stable overall in the period under review. Following the announcement of the Pan-Canadian Approach
to Pricing Carbon Pollution in 2016, a federal system or provincial schemes (in line with the federal
benchmark) are being put in place to ensure that carbon pollution pricing will apply to a broad set
of emission sources throughout Canada, with increasing stringency over time. In conjunction with
the legalization of cannabis for non-medical purposes in Canada in October 2018, an excise duty
framework was developed for cannabis products.

15. The basic features of Canada's import controls regime remain unchanged since the last
Review. Updated regulations to ban asbestos and asbestos products came into force at the end of
2018, and previous control measures were repealed. For certain softwood lumber products exported
to the United States, export restraints applied by Canada under certain market conditions are no
longer in effect, following the expiry of a bilateral agreement on 12 October 2015.

16. Canada continues to be active user of trade remedies. Between 2015 and 2018,
45 anti-dumping (AD) investigations were initiated and 33 measures were adopted, compared with
24 measures adopted between 2011 and 2014. However, after an increase in 2015 and 2016, the
number of measures applied in 2017 and 2018 declined. As at 31 December 2018, there were
83 definitive AD measures in place, compared with 53 reported in December 2014. Over two thirds
of the measures were applied on steel products; 12% were on other metal products; 8% were on
agricultural products; and the remainder were on miscellaneous manufactured products. The
measures applied to 29 trading partners. The average length of the AD measures in place as at
December 2017 was 6.4 years. As at 31 December 2018, there were 28 countervailing (CV) duty
measures and 1 provisional safeguard measure in place. During the 2015-18 period, there were
55 expiry (sunset) review initiations; as at 31 December 2018, 36 of the reviews had been
concluded, and in 33 cases the AD/CV duties were continued, albeit in five cases some products
were excluded from the order. Canada's trade remedies legislation was modified during the period
under review. One of the main changes was the introduction of legislation enabling
anti-circumvention investigations to determine whether goods are being imported for the specific
purpose of circumventing existing AD or CV duties. Another main change was the introduction of
Scope Proceedings to establish whether a particular product falls within the scope of an existing AD
and/or CV measure.

17. Canada does not have overarching legislation governing incentives. Various federal agencies
and provincial/territorial governments implement incentives programmes. Innovation, Science and
Economic Development (ISED) Canada maintains two special financing programmes: the Strategic
Innovation Fund (SIF), open to businesses of all sizes across all industrial and technology sectors,
and the Canada Small Business Financing Program (CSBFP) for small businesses. The SIF was
launched in July 2017 to enhance competitiveness and incorporates four ISED legacy programmes:
the Strategic Aerospace and Defence Initiative (SADI), the Automotive Innovation Fund (AIF), the
Automotive Supplier Innovation Program (ASIP), and the Technology Demonstration Program (TDP).
The SIF provides repayable and/or non-repayable contributions to attract and support new
high-quality and innovative business investments in Canada.

18. The development of technical regulations in Canada is decentralized; they are established by
several federal and provincial authorities. At the federal level, the development of technical
regulations must follow the Cabinet Directive on Regulation and the Policy on Regulatory
Development, which apply to all federal departments, agencies, and entities. The Directive sets
four guiding principles of federal regulatory policy: a) regulations must protect and advance the
public interest and support good government; b) the regulatory process must be open and
transparent; c) regulatory decision-making must be evidence-based; and d) regulations must
support a fair and competitive economy. During the period under review, Canada continued to
regularly notify its draft technical regulations, ordinances, and conformity assessment procedures
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to the TBT Committee. Between 2015 and October 2018, Canada submitted 207 notifications,
including corrections and appendices. Of these, 137 were new technical regulation notifications.
Since 2015, only one specific trade concern (STC) regarding Canada's technical regulations was
raised in the TBT Committee.

19. Regarding the application of sanitary and phytosanitary measures, the Safe Food for
Canadians Act (SFCA) and the Safe Food for Canadians Regulations (SFCR) came into effect on
15 January 2019, representing the most important revision of food safety regulations in 25 years.
The SFCA consolidates the authorities under other pertinent legislation and the food provisions of
the Consumer Packaging and Labelling Act. The SFCR replaces 14 sets of regulations to reduce
unnecessary administrative burdens on businesses. No new STCs were raised regarding measures
maintained by Canada in the WTO Committee on Sanitary and Phytosanitary Measures since its last
Review.

20. Federal procurement policy is conducted by individual government entities as well as by
two common service organizations, Public Works and Government Services Canada (PWGSC) and
Shared Services Canada. All federal procurements over CAD 2 million are reviewed for potential
regional and industrial benefits and other national objectives. Procurement at the sub-central level
is governed by provincial or other sub-central government laws and procurement regulations. New
provisions regarding inter-province procurement were put in place in 2017, reflecting the CFTA's
procurement chapter. Key features of this chapter include an expansion of the scope of government
entities covered by open procurement rules, and the establishment of new independent bid protest
mechanisms in each jurisdiction. For procurement falling within the scope of the CFTA, the provinces
grant similar access conditions to procurement from the rest of Canada. Some provinces grant
provincial or regional preferences to procurement not falling within the scope of the CFTA or the
GPA. Canada included commitments at the sub-central level in the revised GPA that came into force
in 2014. Provinces and territories also have government procurement commitments under the CFTA,
the CETA, and the CPTPP.

21. During the review period, intellectual property (IP) issues continued to play an important role
in Canada's trade policy. In April 2018, Canada launched an Intellectual Property Strategy, primarily
focused on developing new IP tools for businesses, on increasing awareness with respect to IP
protection, and on countering IP misuse and identifying needed legislative reforms. Canada
participates in several WIPO treaties: during the review period, Canada joined the Marrakesh Treaty,
which came into force on 30 September 2016, and the Hague Agreement, which entered into force
on 5 November 2018. Also, during the review period, the Government entered into bilateral and
plurilateral agreements with other countries, where IP issues were covered, including the CETA, the
new Canada-United States-Mexico Agreement, and the CPTPP; the implementation of these
Agreements will require changes to Canada's IP protection system. Since the last Review, Canada
introduced significant amendments to its Copyright Act (e.g. on first distribution rights; rights of
authors, performers and makers of sound recordings; copyright exceptions; and safe-harbour
provisions for Internet service providers), its Trademarks Act (e.g. term and conditions of
registration) and its Patent Act (e.g. with respect to filing date requirements; the
abandonment/reinstatement regime; restoration of priority; revocation of granted patents; and
protection of third parties), some of which are yet to be implemented.

22. Canada is a net agricultural exporter, despite considerable imports of processed food. A highly
export-oriented crop sector, and the beef and pork industries contribute to the trade surplus, which
was running at approximately CAD 12 billion annually in recent years. The dairy, poultry and egg
industries are subject to supply management, designed to ensure that domestic demand is matched
by regulated production and regulated imports. Market access is provided through WTO TRQs on
22 product groups and additional access under some of Canada's preferential arrangements. The
CETA includes gradually-increasing quantities of cheese imports from the European Union, and
Canada established 20 new TRQs under the CPTPP, to be phased in over 11 to 19 years, depending
on the TRQ. Canada formally eliminated export subsidies for wheat, coarse grains, oilseeds,
vegetable oils, oilcakes, and vegetables in December 2015, and has committed to eliminate its
remaining export subsidies by the end of 2020 in accordance with the Nairobi Ministerial Decision
on Export Competition. The main programmes and services supporting the agricultural sector are
provided through a joint federal and provincial/territorial policy framework of a five-year duration.
The Growing Forward 2 Framework was succeeded by the Canadian Agricultural Partnership on
1 April 2018. The Partnership foresees expenditures on federal programmes and activities totalling
CAD 1 billion over the current five-year period. A further CAD 2 billion is being made available on a
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cost-shared basis for programmes and activities designed and delivered by the provincial and
territorial authorities.

23. Canada's forestry sector was characterized by steady output and generally increasing exports
during the review period, with the sector contributing to 7.1% of total exports in 2017. The main
forest products continue to be newsprint, softwood lumber, and bleached softwood kraft pulp,
although softwood lumber remains dominant in terms of production and trade. The longstanding
Softwood Lumber Agreement (SLA) with the United States expired in October 2015, bringing an end
to the managed trade of this product; subsequently, trade remedies were imposed, and disputes
ensued. The provinces and territories retain about 90% of the ownership of the forests; the Canadian
Council of Forest Ministers (CCFM) remains the main forum for the provinces and territories to work
cooperatively on policy and management issues. The federal support programmes remain largely
intact.

24. Canada remains a net exporter of fish and fish products. A review of the legal framework for
fisheries is underway since 2016, and Bill C-68, proposing amendments to the Fisheries Act to ensure
the long-term sustainability of marine resources, is currently before Parliament. Canada cooperates
with international partners to fight illegal, unreported, and unregulated (IUU) fishing worldwide; in
October 2018, Canada and nine other countries signed the Agreement to Prevent Unregulated
Commercial Fishing on the High Seas in the Central Arctic Ocean. Canada continues to work towards
the ratification of the Port State Measures Agreement (PSMA), signed in November 2010. As part of
the ratification process, and in order to meet its commitments under the PSMA, amendments to the
Coastal Fisheries Protection Act (CFPA) and related regulations are currently being considered.

25. Canada accounts for a large share of the world's proven oil and gas reserves, and has
significant mineral wealth. It is also one of the world's largest crude petroleum producers. The
minerals sector contributed approximately 19.5% to total goods exports in 2017, while the
contribution of the energy sector was 22.5%. Both energy and mining are open to trade and to
foreign investment, subject to reservations, some of which are listed in Canada's FTAs. Several
provincial reservations regarding investment remain in place. Over half of Canada's natural gas
production is exported, all to the United States. Exports of natural gas and natural gas liquids require
authorization, either in the form of a short-term export order, or a long-term licence valid for up to
40 years. Canada is a net exporter of electricity, exclusively to the United States. Public ownership
of electricity utilities is the norm in Canada, with a single, vertically-integrated provincial Crown
corporation regulating electricity generation, internal transmission and distribution, although there
are some exceptions.

26. Manufacturing in Canada covers 21 industry groups that produce goods for both industrial and
consumer use. Of particular importance are the automotive and aircraft industries. Canada is part
of the fully-integrated North American market, with an annual production of almost 2.24 million
vehicles, of which 85% are exported. Canada is home to more than 700 aerospace companies; the
aircraft industry exports about 75% of its output, and is highly integrated. Support schemes have
been moving away from specific industries and are now focused on innovation and R&D. In this
regard, the SIF supports innovation activities across all industrial sectors. Although Canada's steel
industry represented just 2.1% of total manufacturing production in 2018, steel is an important
input in Canada's main industries. In response to the imposition of tariffs of 25% by the
United States in June 2018 following a Section 232 investigation, Canada imposed surtaxes on
imports of steel, aluminium and other products from the United States, for a value considered
equivalent to the Canadian exports affected by the U.S. tariffs and for the duration of these
measures. In June 2018, Canada announced that it would make available up to CAD 2 billion to
defend and protect the interests of Canadian workers and businesses in the steel, aluminium and
manufacturing industries, including support through the SIF. In October 2018, Canada imposed
provisional safeguard measures on seven categories of steel products, in response to an increase in
imports. A 25% surtax applies to imports that exceed a specified quantity threshold based on
historical import volumes.

27. Canada has a sound financial services sector, which is relatively concentrated, with a few
large, well-capitalized institutions accounting for the bulk of total assets. The regulation and
oversight of financial institutions is shared among federal, provincial, and territorial authorities. Both
domestic and foreign investors have the same rights to own federal financial institutions. Banks are
generally prohibited from engaging in non-financial commercial activities for prudential and policy
reasons. Since the last review, Parliament passed legislation that provides greater flexibility for
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federally-regulated financial institutions (including banks and insurers) to undertake in-house
commercial activities related to the provision of financial services. Implementation is awaiting the
coming into force of enabling regulations. The acquisition of control of, or significant interest in,
banks is subject to checks and restrictions that apply equally to domestic and foreign acquirers. The
Minister of Finance's approval is required for any acquisition of a significant interest (over 10%) of
voting or non-voting shares in any bank.

28. Insurance companies can incorporate either federally or provincially. Canada's federal
insurance legislation prohibits the establishment of "composite" companies. Insurers must obtain
licences for the classes of insurance they intend to underwrite. Federally-incorporated insurance
companies may engage in other financial services activities, either in-house or through investments
in other entities, but are restricted in their ability to engage in non-financial commercial activities.
The licensing of insurance intermediaries is governed by provincial laws. The acquisition of control
or ownership of any insurance company with equity of CAD 2 billion or more is subject to restrictions.
Securities markets are regulated by the 13 provincial and territorial securities regulators. Dealers,
advisers, and investment fund managers are required to register with the securities regulatory
authority in each province or territory where they do business. All provincial regulators, except
Ontario, participate in the "passport system", which, for the matters covered by the passport, gives
market participants approval in all participating jurisdictions once a decision from its principal
regulator is obtained and the requirements of specific harmonized laws are met.

29. Canada continued the development of its main infrastructure sectors, i.e. transport and
communications, during the review period, although there have not been any significant changes in
policy direction and the main applicable legislation remains largely unchanged. As regards maritime
transport, there were some developments, with changes to the Coasting Trade Act, as all ships are
now allowed to reposition their empty containers between locations in Canada on a non-revenue
basis without a coasting trade licence. Also, as a result of the CETA, certain targeted domestic
maritime services were liberalized. Recent developments in the telecommunications sector include
preparation for the gradual deployment of the 5G standard across Canada, and the launching of
consultations processes with a view to modernizing the Telecommunication Act, the Broadcasting
Act, and the Radiocommunication Act in the near future.

30. Canada's tourism sector has seen strong growth in recent years, in part driven by increased
air capacity, the removal of certain visa requirements, and liberalization initiatives undertaken in
FTAs. A new policy, Tourism Vision, was launched in 2017, outlining a number of important points
to increase tourism and setting ambitious targets for further growth.
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1 ECONOMIC ENVIRONMENT

1.1 Main Features of the Economy

1.1. Canada has a diversified and sophisticated economy, with the services sector accounting for
around 70% of GDP throughout the 2014-18 review period (Table 1.1). At the same time, Canada
it is among the world's largest producers of numerous natural resources, including timber, oil, gas,
minerals, and ores. The manufacturing sector's share of GDP remained constant, at 10.4%, during
the period, while mining accounted for almost 8% of GDP in 2018. Agriculture, energy and mining
remain important drivers of Canadian trade and of its trade policy. Among services, real estate and

wholesale and retail sales have the largest share of GDP.

Table 1.1 Main economic indicators, 2014-18

General indicators
GDP at market prices (CAD billion, current prices)?
GDP per capita (CAD, current market prices)
Employment ('000, seasonally adjusted, year
average)
Unemployment rate (share of labour force, year
average)
Business sector labour productivity®
Population (millions)
Sectoral distribution of GDP (%)°¢
Agriculture, forestry, fishing, and hunting
Mining, quarrying, and oil and gas extraction
Utilities
Construction
Manufacturing
Services
Wholesale and retail trade
Transportation and warehousing
Finance and insurance
Real estate and rental and leasing
Professional, scientific and technical services
Educational services
Healthcare and social assistance
Public administration
Other services
General government finance?
General government revenue (CAD billion)
As % of GDP, of which:
Taxes on income
Contributions to social insurance plans
Taxes on production and imports
Investment income
Sales of goods and services
General government expenditure (CAD billion)
As % of GDP, of which:
Final expenditure on goods and services
Current transfers to households
Interest on debt
General government surplus or deficit
(% GDP)
Net lending (+) or net borrowing (-) (% GDP)
Federal government budgetary balance (% of GDP)
General government gross debt (% of GDP)
Federal government gross debt (% of GDP)
Monetary aggregates?
M1+ (% growth)
M1++ (% growth)
Prices and interest rates
Consumer Price Index (CPI) (average % change)

2014

1,994.9
56,293.4
17,796.5

6.9

103.8
35.4

2.0
7.9
2.2
8.0
10.4
69.5
10.5
4.3
6.2
12.3
5.8
5.3
6.9
6.7
11.5

768.9
38.5
15.1

4.6
11.5
2.8
3.7

762.2
38.2
23.9

9.0
3.1
0.3

0.2
0.1
85.0
31.6

7.5
7.3

1.9

2015

1,990.4
55,750.1
17,950.3

6.9

103.0
35.7

2.1
7.6
2.2
7.8
10.4
70.0
10.2
4.4
6.5
12.6
5.7
5.4
6.9
6.7
11.6

795.3
40.0
15.9

4.8
12.1
2.4
3.8

789.1
39.6
24.7

9.6
3.1
0.3

-0.1

0.2
90.5
31.8

7.8
7.7

1.1

2016

2,028.2
56,168.7
18,083.1

7.0

103.2
36.1

2.1
7.2
2.2
7.4
10.4
70.6
10.3
4.4
6.7
12.8
5.7
5.4
7.0
6.7
11.6

814.0
40.1
16.0

4.8
12.3
2.3
3.9

814.4
40.2
24.9

9.9
3.0
-0.02

-0.4
-0.2
91.1
32.0

8.7
8.8

1.4

2017

2,141.5
58,606.8
18,419.3

6.3

105.1
36.5

2.1
7.6
2.2
7.4
10.4
70.2
10.6
4.5
6.6
12.7
5.6
5.3
6.9
6.6
11.3

855.3
39.9
15.9

4.6
12.3
2.5
3.8

849.4
39.7
24.5

9.9
2.8
0.3

-0.3
-0.1
89.7
31.4

9.5
8.7

1.6

2018

2,217.5
59,838.3
18,657.7

5.8
37.1
2.1
7.8
2.2
7.3
10.4
70.2
10.5
4.5
6.6
12.6
5.7
5.3
7.0

6.6
11.2

889.8
40.1
16.2

4.6
12.2
2.5
3.8

885.1
39.9
24.6

9.9
2.9
0.2

-0.4
0.4
86.6

4.8
3.8

2.3
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2014 2015 2016 2017 2018

Overnight rate (policy instrument) (%) 1.0 0.6 0.5 0.7 1.4
External sector
Real Canadian Effective Exchange Rates (CEER)® 119.3 109.9 108.3 110.0 109.3
index
CAD per USD (period average) 1.10 1.28 1.32 1.30 1.30
Current account balance (percentage of GDP) -2.4 -3.5 -3.2 -2.8 -2.6
Trade in goods and services (percentage of GDP) 63.9 65.6 64.7 64.3 65.8
Total reserves excluding gold (USD billion) 74.6 79.7 82.7 86.7

in months of imports 1.3 1.6 1.7 1.6

Not available.

a Seasonally-adjusted, at annual rates.

b Labour productivity is a measure of real GDP per hour worked (2012=100).

C According to the North American Industry Classification System (NAICS), 2002; the shares are
based on seasonally-adjusted GDP at basic prices, in chained 2012 dollars.

d Gross M1 is currency outside banks plus personal checking accounts plus current accounts plus some

adjustments to M1; M1++ is M1+ plus non-chequable notice deposits held at chartered banks, trust
and mortgage loan companies, and credit unions/caisses populaires less interbank non-chequable
notice deposits plus continuity adjustments.

e The CEER index (1999=100) is a weighted average of bilateral exchange rates for the Canadian
dollar against the currencies of Canada's major trading partners.

Source: Statistics Canada. Viewed at: https://www150.statcan.gc.ca/nl/en/type/data?MM=1; Bank of
Canada. Viewed at: https://www.bankofcanada.ca/rates/; IMF online information. Viewed at:
http://elibrary-data.imf.org/DataExplorer.aspx.

1.2. During the review period, the Canadian economy was characterized by moderate GDP growth,
low inflation, a relatively stable federal government debt-to-GDP ratio, a deficit of the current
account of the balance of payments ranging between 2.4% and 3.5%, and a nominal and real
exchange rate depreciation.

1.3. Canada's economy is generally open and competitive, with aggregate two-way commercial
flows (imports plus exports) at approximately 65% of GDP. Exposure to the global market has
created a permanent challenge to improve the competitiveness of the Canadian economy. Indeed,
Canada's previous TPRs bear witness to long-standing efforts by federal and provincial governments
to streamline laws and regulations, simplify and harmonize documents and procedures, improve
private-sector consultation, and in general strengthen governance. These structural efforts have
been underpinned by generally balanced macroeconomic management (see below). Canada has
achieved a high standard of living for its population. GDP per capita reached CAD 59,838 in 2018
(some USD 46,182) in nominal terms, up from CAD 58,607 in 2017, which was equivalent to
USD 43,274 in purchasing-power parity (PPP) terms (Chart 1.1).

Chart 1.1 GDP per capita, PPP, 2000-17
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Source: OECD Statistics.
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1.4. Canada was the world's tenth-largest economy in 2017, compared to eleventh in 2013.1 Also,
in 2017, it was the world's twelfth-largest merchandise exporter - unchanged from 2014 - and
regressed from eleventh - to twelfth-largest importer over the same period. Canada ranked as the
world's eighteenth-largest commercial services exporter (including intra-EU trade) and the
fourteenth-largest importer of commercial services, in 2017, highlighting the importance of Canada
at the forefront of trade in a number of commercial services.

1.5. The United States accounts for a considerable share of Canada's trade in goods and services.
Canada and the United States have a deeply integrated economic relationship; geographic proximity,
sophisticated cross-border supply chains, and similar business environments have long made them
each other's most important trading partners.

1.2 Recent Economic Developments
1.2.1 Real sector

1.6. After two years of weak growth in 2015 and 2016, when real GDP expanded by 0.7% and
1.1%, respectively, as the economy adjusted to lower oil prices and the ensuing deterioration of its
terms of trade, Canada experienced a strong expansion that started in the second half of 2016 and
in 2017, as the economy responded to stimulative monetary and fiscal policies.?2 Growth continued,
albeit at a slower pace in 2018 (Table 1.2).

Table 1.2 GDP by type of expenditure, 2014-18

2014 2015 2016 2017 2018
Annual %age change (chained 2012 dollars, seasonally-adjusted)

GDP at market prices 2.9 0.7 1.1 3.0 1.8
Final consumption expenditure 2.0 2.0 2.1 3.1 2.2
Household final consumption expenditure 2.7 2.2 2.1 3.6 2.1
Goods 2.9 2.3 2.2 4.0 1.4
Services 2.5 2.2 2.1 3.3 2.6
Non-prc_)flt institutions serving households' final consumption 0.8 4.7 6.4 0.6 2.8
expenditure
General governments' final consumption expenditure 0.6 1.4 1.8 2.1 2.5
Gross fixed capital formation 2.3 -5.2 -4.3 3.0 0.8
Business gross fixed capital formation 3.3 -6.4 -4.6 2.3 0.3
Igon-prc_)ﬂt institutions serving households' gross fixed capital 6.3 9.0 3.7 3.6 11
ormation
General governments' gross fixed capital formation -3.4 1.5 -2.3 6.3 3.4
Exports of goods and services 6.2 3.4 1.3 1.1 3.3
Imports of goods and services 2.5 0.6 0.0 4.2 2.9
% of GDP at current market prices
Final consumption expenditure 76.1 78.7 79.6 78.8 79.1
Households' final consumption expenditure 54.5 56.4 57.0 56.6 56.7
Goods 24.1 24.7 25.0 24.9 24.8
Services 30.4 31.7 32.1 31.7 31.9
Non-prc_;ﬂt institutions serving households' final consumption 1.3 1.4 1.5 1.5 1.5
expenditure
General governments' final consumption expenditure 20.3 20.9 21.0 20.7 20.8
Gross fixed capital formation 24.4 23.9 22.9 22.7 22.4
Business gross fixed capital formation 20.6 19.9 19.1 18.8 18.4
Non-profit institutions serving households' gross fixed capital
formation 0.2 0.1 0.1 0.1 0.1
General governments' gross fixed capital formation 3.6 3.8 3.7 3.8 3.9
Investment in inventories 0.5 0.0 0.0 0.8 0.6
Exports of goods and services 31.5 31.6 31.2 31.0 31.8
Imports of goods and services 32.5 34.1 33.6 33.4 34.0
Statistical discrepancy 0.0 -0.1 -0.1 0.0 0.0

Source: Statistics Canada, Table: 36-10-0104-01.

1.7. The 1.8% growth posted in 2018 largely reflected lower contributions from household
consumption and business investment. Net exports of goods and services contributed positively to

! World Bank indicators. Viewed at: http://stat.wto.org/CountryProfiles/CA E.htm.
2 Bank of Canada (2018), Annual Report 2017. Viewed at: https://www.bankofcanada.ca/wp-

content/uploads/2018/03/annualreport2017.pdf.
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growth in 2018 after being a drag on growth in 2017. (Chart 1.2) Exports of services were strong
over the review period, helped by the depreciation of the Canadian dollar.

1.8. The contribution of investment to GDP growth was negative in both 2015 and 2016, mainly
due to a sharp decline in private capital formation. This trend was reversed in 2017 and 2018. The
expansion of gross fixed capital formation (GFCF) was more subdued in 2018 compared to 2017, as
investment in residential and non-residential structures contracted for the year. After a 1.8%
increase in 2018, the Bank of Canada is projecting GDP growth of 1.7% in 2019, and 2.1% in 2020.3

Chart 1.2 Contribution to real GDP growth, 2013-18

(Percentage points)

2013 2014 2015 2016 2017 2018
[ Household final consumption expenditure I Government consumption and GFCF
I Exports of goods & services [ 1 1mportsof goods & services
1 Business gross fixed capital formation I  other
—O— Total GDP growth

Source: WTO Secretariat, based on Statistics Canada, Table: 36-10-0128-01

1.9. Since November 2015, the Canadian economy has created over 820,000 new jobs* (seasonally
adjusted) to December 2018 and the unemployment rate has fallen considerably to 6.3% in 2017,
and further to 5.8% in 2018 (Table 1.1), building upon the continuous improvement since 2010. In
2018, there was also a net improvement in labour productivity which, in the past, had lagged behind
the productivity of other advanced economies. In fact, increasing competitiveness remains a
challenge for Canada. During most of the review period, the relatively subdued performance of
business labour productivity was partly compensated by a depreciating real exchange rate, although
this does not seem to have alleviated the problem (see below). Productivity could benefit from
structural reforms regarding, for instance, innovation policies, but also from simplifying
administrative procedures.

1.10. The strong broad-based expansion that Canada was experiencing in 2017 slowed down in
2018, as household expenditures and investment slowed, while exports expanded faster than
imports. The International Monetary Fund (IMF) expects GDP growth of 1.9% in 2019 and 2020.°
Indeed, most of Canada's economic developments will be strongly influenced by the evolution of its
trade relations with the United States, given the large share of business-sector jobs that depend on

3 Bank of Canada (2019), Monetary Policy Report, January. Viewed at:
https://www.bankofcanada.ca/wp-content/uploads/2019/01/mpr-2019-01-09.pdf.

4 Government of Canada online information. Viewed at:
https://www.budget.gc.ca/2018/docs/plan/overview-apercu-en.html.

5 IMF (2019), World Economic Outlook Update, January 2019. Viewed at:
https://www.imf.org/en/Publications/WEQ/Issues/2019/01/11/weo-update-january-2019.
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foreign demand. In this respect, in the view of the authorities, the conclusion of negotiations to
modernize the North American Free Trade Agreement (NAFTA) and the signature of the
Canada-United States-Mexico Agreement (CUSMA) provide stability and predictability, given
Canada's close relationship with the United States. Also, Canadian exporters can take advantage of
the other recently-enacted agreements with Europe and with Asia (Section 2). On the other hand,
the perspective of higher interest rates over the medium term will increase the expected return for
private investments; these could also suffer from the competition stemming from government
borrowing and growing private and public debt.

1.11. The Bank of Canada considers that the economy has been operating near capacity for more
than a year. Real GDP growth is estimated to have been slower than potential in the fourth quarter
of 2018, leaving the output gap between -1.0 and +0.0%. The Bank estimates the annual growth
rate of potential output to average 1.9% over the 2018-20 period. It also estimates a neutral
nominal policy rate, a medium- to long-term equilibrium concept, defined as the real rate consistent
with output sustainably at its potential level and inflation equal to target (currently the inflation
target is 2%, see below). The neutral rate is estimated to be between 2.5% and 3.5%.6

1.2.2 Fiscal policy and debt

1.12. During the review period, a countercyclical fiscal policy was launched for economic
stabilization purposes, in the context of falling commodity prices. The Organization for Economic
Co-operation and Development (OECD) considers Canada's overall stance of fiscal policy to have
been stimulatory over the 2016-17 period, during which the underlying primary budget balance of
the general government declined, to have been neutral in 2018, and expected it to turn slightly
stimulatory in 2019.7

1.13. Several of the measures applied to stimulate the economy were contained in the 2016 federal
budget. They include the introduction of the new Canada Child Benefit, a simpler, tax-free, more
generous and better-targeted system than the previous one. Among the countercyclical
enhancements was the Working Income Tax Benefit (WITB), a refundable tax credit that
supplements the earnings of low-income workers. In 2016, the Government announced a
CAD 250 million enhancement of the WITB, as part of the improvement of the Canada Pension Plan
(CPP). This strengthened benefit will be named the Canada Workers Benefits (CWB) and will take
effect in 2019. In 2017, the Government committed to further boosting the WITB by an extra
CAD 500 million annually. In Budget 2018, the Government proposed to increase the maximum
benefits under the CWB and increase the income level at which the benefit is phased out completely.

1.14. In June 2016, the Government reached an agreement with the provinces to enhance the CPP,
which began to be phased in as of January 2019. Quebec took action to enhance the Quebec Pension
Plan in a similar way. The CPP Enhancement will raise the maximum CPP retirement benefit by up
to 50%, over time. This translates into an increase of more than CAD 7,000 in the current maximum
retirement benefit, from CAD 13,610 to nearly CAD 21,000. Building on this, in December 2017,
federal and provincial ministers reached a unanimous agreement in principle to take the following
actions, beginning in 2019: (a) increase retirement benefits under the CPP Enhancement, both for
parents who take time off work to care for young children, and for persons with severe and prolonged
disabilities; (b) raise survivors' pensions for individuals under age 45 who lose their spouse, by
providing a full survivor's pension; and (c) provide a top-up disability benefit to retirement pension
recipients under the age of 65 who are disabled and meet eligibility requirements.

1.15. In April 2017, the Canada Mortgage and Housing Corporation launched the Rental
Construction Financing Initiative, which will provide CAD 2.5 billion in low-cost loans to support the
construction of new rental housing, relieving pressure in rental markets that are experiencing low
vacancy rates. To be eligible, borrowers must demonstrate that their projects are financially viable
without ongoing operating subsidies. The Initiative will prioritize projects that demonstrate greater
social outcomes and may offer loans for up to 100% of the cost of these projects. Lower-cost loans
will be provided for terms of up to ten years. In October 2017, the Government announced it would
lower taxes on small businesses from 10.5% to 9.0% by 2019. At the same time, it is addressing

6 Bank of Canada (2019), Monetary Policy Report, January. Viewed at:
https://www.bankofcanada.ca/wp-content/uploads/2019/01/mpr-2019-01-09.pdf.

7 OECD (2018), OECD Economic Surveys, Canada, Key Policy Insights, July. Viewed at:
http://www.oecd.org/eco/surveys/Canada-2018-economic-survey-key-policy-insights.pdf.
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tax planning strategies using private corporations, including limiting the benefits of passive
investments held within private corporations.® Budget 2018 also committed to introducing new
gender budgeting legislation to enshrine gender budgeting in the Federal Government's budgetary
and financial management processes. Through this legislation, the Canadian Gender Budgeting Act,
Gender-based Analysis Plus (GBA+) will be applied to new budgetary decisions, and to the
Government's tax expenditures and existing spending base.

1.16. During most of the period under review, Canada posted small federal government budgetary
deficits. According to the Department of Finance, the Federal Government posted a budgetary deficit
of CAD 19.0 billion in FY2017-18 (ending on 31 March 2018), equivalent to 0.9% of GDP, virtually
unchanged from FY2016-17. This resulted from a 6.9% increase in revenues and a 6.4% increase
in expenses from the prior year.® Revenues totalled CAD 313.6 billion in FY2017/18: personal income
tax revenues accounted for 49% of the total, followed by corporate income tax revenues (15.2%),
General Sales Tax (GST) revenues (11.7%), other taxes and duties (5.4%, of which 1.7%
corresponded to Customs import duties), employment insurance premiums (6.7%), and
non-resident income tax revenues (2.5%). Other revenues, which include net income from
enterprise Crown corporations and other government business enterprises, revenues from sales of
goods and services, returns on investments, net foreign exchange revenues, and miscellaneous
revenues, contributed 9.4% of revenues in FY2017/18. The revenue ratio as a percentage of GDP
stood at 14.6% in FY2017/18, up from 14.4% in FY2016/17; the increase was mainly due to growth
in personal and corporate income tax revenues and gains from enterprise Crown corporations.

1.17. Expenses amounted to CAD 332.6 billion in FY2017/18, of which transfer payments accounted
for roughly two thirds. Other direct programme expenses accounted for 29.8% of total expenses.
Transfers included major transfers to persons (28.2% of total expenses), major transfers to other
levels of government (21.2%), and other transfer payments, which comprise transfers to Indigenous
Peoples, assistance to farmers, students and businesses, support for research and development
(R&D), and international assistance (14.2%). Public debt charges amounted to 6.6% of expenses in
FY2017/18.

1.18. Throughout the review period, Canada also posted small provincial governments' operational
deficits and a general government deficit, which includes federal, provincial, territorial, and local
governments. The Canada and Quebec pension plans have exceeded 1% of GDP since 2016. In
2018, the IMF noted that the federal fiscal balance had improved but progress at the provincial level
was more mixed.!?

1.19. Canada's gross federal debt stood at some 44% of GDP in the third quarter of 2018, while net
debt was slightly below 30%. General government debt amounted to some 113% of GDP. According
to a recent report by the Parliamentary Budget Office, from the perspective of the government sector
as a whole (that is, federal and subnational governments and public pension plans combined),
current fiscal policy in Canada is sustainable over the long term. Relative to the size of the Canadian
economy, total government net debt is projected to remain below its current level over the long
term. However, the report considers that, for the sub-national government sector as a whole, current
fiscal policy is not sustainable over the long term because of its effect on government debt
accumulation as a share of the economy.?

1.2.3 Monetary and exchange rate policy
1.20. The Bank of Canada's mandate is to conduct monetary policy to promote the economic and

financial well-being of Canadians by keeping inflation low, stable and predictable. The Bank conducts
a policy of inflation targeting. In 2016, the Government and the Bank of Canada renewed the

8 Government of Canada (2018), Budget 2018. Viewed at:
https://www.budget.gc.ca/2018/docs/plan/chap-01-en.html.

° Department of Finance (2018), Annual Financial Report of the Government of Canada, 2017-2018.
Viewed at: https://www.fin.gc.ca/afr-rfa/2018/afr-rfal8-eng.pdf.

10 TMF (2018), Canada: 2018 Article IV Consultation--Press Release; Staff Report; and Statement.
Viewed at: https://www.imf.org/en/Publications/CR/Issues/2018/07/16/Canada-2018-Article-IV-Consultation-
Press-Release-Staff-Report-and-Statement-by-the-46084.

11 Office of the Parliamentary Budget Officer (PBO) (2018), Fiscal Sustainability Report 2018. Viewed at:
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/2018/FSR%20Sept%202018/FSR_2018_25S
EP2018_EN_2.pdf.
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inflation-control target for a further five-year period, ending 31 December 2021.12 The target, as
measured by the CPI, remains at the 2% midpoint of a control range of 1% to 3%. A 2% CPI increase
rate is considered to be consistent with an economy operating close to potential output. Canada's
inflation-targeting approach is symmetric: the Bank of Canada is equally concerned about inflation
rising above or falling below the 2% target. It is also flexible, in the sense that the Bank generally
seeks to return inflation to target over a horizon of six to eight quarters.

1.21. Acknowledging the volatility of certain CPI components, when setting monetary policy, the
Bank focuses on a set of "core" inflation measures that better reflect the underlying trend of inflation.
These measures act as an operational guide to help the Bank achieve the CPI inflation desired, but
they are neither a target nor a replacement for CPI inflation.!3

1.22. The Bank of Canada carries out monetary policy mainly by changing the target for the
overnight or policy rates.'* The Bank of Canada last increased its target for the overnight rate to
1.75% in October 2018.15 The Bank Rate (lending) target was correspondingly set at 2%, and the
deposit rate target at 1.5%. On 9 January 2019, the Bank decided to leave rates unchanged and, in
its decision, noted that the policy interest rate needed to rise over time into a neutral range to
achieve the inflation target.'® During 2018, the Bank gradually increased interest rates to reduce
the monetary stimulus of the economy, hiking rates by 0.25 percentage points on three occasions,
in January, July and October, so the monetary policy rate increased from 1% at the beginning of the
year, to 1.75% at the end. The 2018 hikes followed two increases in July and September 2017, after
the policy rate had remained unchanged for two years, between July 2015 and July 2017.

1.23. CPI inflation averaged 2.3% in 2018 and has remained within its target range of 1-3%
throughout the review period (Table 1.1). However, total CPI inflation increased somewhat during
2018. Prices were up on an annual average basis in all eight major components in 2018, led by price
increases in transportation and energy.!” Core inflation, however, has remained close to 2%.

1.24. Canada maintains a freely floating exchange rate system with no restrictions on currency
conversion and transfers for current international transactions. Between 2013 and 2016, the
Canadian dollar first strongly depreciated vis-a-vis the U.S. dollar (until early 2016), and the real
effective exchange rate also depreciated by close to 20%, as a consequence of the strong U.S.
economy, lower commodity prices, and weak domestic demand, particularly gross capital formation
(Chart 1.3). The Canadian dollar fluctuated in 2017 and 2018, appreciating to USD 0.81 in
September 2017 before depreciating to USD 0.74 in December 2018.

1.25. Canadian exporters have benefitted in recent years from a lower value of the Canadian dollar
compared to major currencies such as the U.S. dollar and the euro. Their share of the global market
for exports, however, has continued to erode, as losses of competitiveness were experienced in all
categories of non-energy exports. Moreover, according to the Bank of Canada, rising trade tensions

12 Bank of Canada (2019), Monetary Policy Report, January. Viewed at:
https://www.bankofcanada.ca/wp-content/uploads/2019/01/mpr-2019-01-09.pdf.

13 The measures of core inflation used by the Bank of Canada are: CPItrim, which excludes CPI
components whose rates of change in a given month are the most extreme; CPI-median, which corresponds to
the price change located at the 50 percentile (in terms of basket weight) of the distribution of price changes;
and CPI-common, which uses a statistical procedure to track common price changes across categories in the
CPI basket. Bank of Canada (2018), Monetary Policy Report, October. Viewed at:
https://www.bankofcanada.ca/wp-content/uploads/2018/10/mpr-2018-10-24.pdf.

4 The overnight rate is the interest rate at which major financial institutions borrow and lend one-day
(or "overnight") funds among themselves; the Bank of Canada sets a target level for that rate. This target for
the overnight rate is often referred to as the Bank's "key interest rate" or "key policy rate". Changes in the
target for the overnight rate influence other interest rates, such as those for consumer loans and mortgages.
They can also affect the exchange rate of the Canadian dollar. Bank of Canada online information. Viewed at:
http://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/.

15> Bank of Canada (2018), Bank of Canada increases overnight rate target to 134 per cent. Press
Release, 24 October 2018. Viewed at: https://www.bankofcanada.ca/wp-content/uploads/2018/10/fad-press-
release-2018-10-24.pdf.

16 Bank of Canada (2019), Bank of Canada maintains overnight rate target at 1 34 per cent, Press
Release, 9 January 2019. Viewed at: https://www.bankofcanada.ca/wp-content/uploads/2019/01/fad-press-
release-2019-01-09.pdf.

17 Statistics Canada (2019), Consumer Price Index: Annual review, 2018, 18 January. Viewed at:
https://www150.statcan.gc.ca/n1/daily-quotidien/190118/dgq190118c-eng.htm.
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and increased trade-policy uncertainty since 2017 likely dampened investment and export growth
over that period.18

Chart 1.3 Canadian dollar exchange rate and Real Effective Exchange Rate (CEER),
2004-18
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Source: WTO Secretariat, based on Bank of Canada data. Viewed at:
https//www.bankofcanada.ca/rates/exchange/.

1.2.4 Balance of Payments

1.26. After the financial crisis of 2008-09, the traditional current account surplus of Canada's
balance of payments turned into a persistent deficit, which peaked in 2015 and trended down since
then, led by stronger services exports in 2016 and stronger goods exports in 2017 (Table 1.3). The
deficit ranged between 2.4% and 3.5% as a percentage of GDP over the review period.

Table 1.3 Balance of payments, 2014-18

CAD billion
2014 2015 2016 2017 2018
Current account -47.8 -70.5 -64.9 -60.1 -58.7
Goods and services -19.6 -50.1 -49.6 -50.4 -47.1
Goods 4.7 -24.6 -25.5 -24.6 -21.5
Services -24.3 -25.5 -24.0 -25.8 -25.6
Exports of goods 529.3 524.0 521.5 549.5 585.6
Exports of services 98.3 103.8 109.7 114.2 120.5
Travel 19.6 21.2 24.0 26.4 28.4
Transportation 15.2 15.6 16.3 17.0 17.8
Other services? 63.5 67.1 69.4 70.8 74.3
Imports of goods 524.7 548.7 547.0 574.1 607.1
Imports of services 122.6 129.3 133.8 140.0 146.2
Travel 38.0 38.5 38.3 41.3 43.1
Transportation 25.0 26.4 27.0 28.7 31.5
Other services? 59.5 64.4 68.4 69.9 71.6
Primary income -24.8 -16.3 -11.9 -6.9 -9.2
Secondary income -3.4 -4.2 -3.4 -2.9 -2.4

18 Bank of Canada (2018), Monetary Policy Report, July. Viewed at: https://www.bankofcanada.ca/wp-
content/uploads/2018/07/mpr-2018-07-11.pdf.
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2014 2015 2016 2017 2018
Balance on capital account 0.4 -0.1 -0.1 -0.1 -0.1
Net lending / net borrowing, from current and capital account® -47.4 -70.6 -65.0 -60.2 -58.8
Financial account? -46.7 -71.9 -65.6 -52.4 -48.9
Net acquisition of financial assets 149.5 210.9 197.2 229.3 156.3
Direct investment assets 72.4 106.5 90.0 107.0 70.4
Canadian portfolio investment 56.4 60.1 12.9 84.7 58.1
Official international reserves 5.9 10.9 7.5 1.1 -2.0
Other Canadian investment 14.8 33.4 86.8 36.6 29.7
Net incurrence of liabilities 196.2 282.8 262.8 281.7 205.2
Direct investment liabilities 71.0 76.3 45.0 35.6 56.4
Foreign portfolio investment 92.8 121.7 170.1 189.2 69.6
Other foreign investment 32.4 84.9 47.7 56.9 79.2
Discrepancy (net errors and omissions) 0.6 -1.3 -0.7 7.8 9.8
a Other services include both commercial services and government services.
b Net lending is shown as a plus sign, whereas net borrowing is shown as a minus.

Source: Statistics Canada, Tables 36-10-0014-01 and 36-10-0471-01.

1.27. Canada has posted a merchandise trade deficit since 2015, mainly reflecting lower commodity
prices. This deficit is responsible for most of the deterioration of the current account in Canadian
dollar terms. It is noteworthy that trade in services, both imports and particularly exports, has
augmented sizeably. As a result, Canada's services balance deficit remained stable throughout the
review period. Lower commodity prices and associated lesser returns and investment levels seem to
also have had an effect on the primary income balance, which showed a declining deficit since 2014,
with payments growing less rapidly than receipts, related to lower profit remittances.

1.3 Developments in Trade and Investment
1.3.1 Merchandise trade

1.28. Canada has long relied on trade as a driving force of its economy. One in six jobs are either
directly or indirectly linked to exports.!® Canada is also heavily reliant on one major market for
merchandise goods, and its exports are mainly automotive products, and energy and other mineral
products. It is thus vulnerable to fluctuations of world commodity prices, in particular low crude oil
and natural gas prices, whose fall in recent years have had a significant impact on the Canadian
economy. Also, after 2014, steady increases in imports, along with softer growth in exports, caused
the merchandise trade surplus to turn into a deficit.

1.3.1.1 Composition of trade

1.29. Canada trades intensively and competitively, not only in primary commodities but also in
intermediate and in high value-added products. The major exported products are mineral products
(mainly energy), but their share decreased from 29% of total exports in 2014 to 24% in 2018, likely
because of softer world prices. Vehicles and transport equipment (mainly automotive) come next;
their share increased from 15% to 16% of total exports during the same period. Agricultural and
agri-food products accounted about 11% of total exports in 2018 (Chart 1.4 and Table A1.1).

1.30. Imports are generally more concentrated than exports, with four main HS categories
dominating, in particular machinery and mechanical appliances, and vehicles and transport
equipment, with 25% and 19% respectively, reflecting the intensive intra-industry trade with the
United States in these sectors. The next groups are chemical products, whose share increased from
8% to 9%, and mineral products (mainly energy), whose share declined from 11% to 9% under the
effect of world price declines (Chart 1.4 and Table A1.2).

19 Calculated from Statistics Canada Table: 12-10-0100-01.
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Chart 1.4 Product composition of merchandise trade by HS section, 2014 and 2018
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7.0% & metals e articles thereof 1 9%
2.8% 6.9% e
Total: CAD 512.2billion Total: CAD 594.7 billion

Source: WTO Secretariat calculations, based on information from the Government of Canada, Statistics
Canada, and the Canada International Merchandise Trade Database; and Trade Data Online.

1.3.1.2 Direction of trade

1.31. The main developments in Canada's geographical distribution of merchandise trade were a
slightly lower reliance on its major trading partner, the United States, which remains, however, by
a large margin, its main trading partner, and an increase in two-way trade with China (Chart 1.5
and Tables Al1.3 and Al1.4). Imports from China that increased the most over the 2014-18 period
belong to the groups of telephone sets, monitors and projectors; and headphones, earphones and
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other similar equipment. Imports from Mexico also increased relative to the total, reflecting
increased imports of motor vehicles for the transportation of goods, and their parts; the share of
imports of motor vehicle and parts increased from 30% to 32% of total imports from Mexico, as the
share of imports for motor vehicle parts rose from 6.5% to 7.7%.

Chart 1.5 Direction of merchandise trade, 2014 and 2018
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Total: CAD 594.7 billion

Source: WTO Secretariat calculations, based on information from the Government, Statistics Canada, and the
Canada International Merchandise Trade Database; and Trade Data Online.

1.3.2 Trade in services

1.32. The services sector is the largest contributor to Canada's economy, accounting for 70% of
GDP during the period 2014-18. However, services exports, at CAD 120.5 billion in 2018 (Table 1.4),
stand at about one-fifth the size of merchandise exports, and the country remains a net services
importer; its trade deficit in services varied between CAD 24 billion and CAD 26 billion during the
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review period, particularly in personal travel services, charges for the use of intellectual property,
water and air transport services, and insurance services. There was strong growth in imports of
financial services, from 5.6% to 8.3% of total imports of services.

1.33. Canada runs a trade surplus in several services sectors, including land transport services,
telecommunications services, research and development services, professional and management
consulting services, and technical, trade-related and other business services. Over the 2014-18
period, exports of personal travel services have expanded strongly, from 17% to 21% of total
services exports.

Table 1.4 International transactions in services by sector, 2014-18

CAD billion Share of total (%)
2014 2015 2016 2017 2018 2014 2018
Services exports 98.3 103.8 109.7 114.2 120.5 100 100
Travel 19.6 21.2 24.0 26.4 28.4 20.0 23.6
Business travel 3.0 3.1 3.3 3.6 3.4 3.0 2.8
Personal travel 16.6 18.1 20.7 22.8 25.0 16.9 20.7
Transportation 15.2 15.6 16.3 17.0 17.8 15.4 14.7
Water transport 3.3 3.2 3.1 3.5 3.8 3.4 3.1
Air transport® 6.6 6.9 7.5 7.9 8.3 6.7 6.9
Land and other transport® 5.3 5.4 5.6 5.7 5.7 5.3 4.7
Commercial services 62.0 65.5 67.9 69.2 72.7 63.1 60.4
Maintenance and repair services 1.7 2.1 2.1 2.0 2.4 1.7 2.0
Construction services 0.6 0.6 0.3 0.3 0.3 0.6 0.2
Insurance services 1.7 1.7 1.8 2.0 2.2 1.7 1.8
Financial services 9.1 10.4 10.5 9.8 10.8 9.2 8.9
Telecommunications, computer, and
R SErvias 9.2 9.3 10.1 10.6 11.7 9.4 9.7
Charges for the use of intellectual 5.3 5.2 5.3 5.6 6.2 5.3 5.1
property
Professional and management
consulting servicest 13.2 14.4 16.5 17.2 16.1 13.4 13.4
R&D services 6.0 5.8 6.5 6.7 6.7 6.1 5.6
g itel, ekl ekl e cline? 12.9 12.9 11.4 11.7 13.0 13.2 10.8
business services
Perspnale, cultural, and recreational >4 3.1 3.4 3.3 3.5 >4 2.9
services
Government services 1.5 1.6 1.6 1.6 1.6 1.6 1.3
Services imports 122.6 129.3 133.8 140.0 146. 100 100
Travel 38.0 38.5 38.3 41.3 43.1 31.0 29.5
Business travel 4.6 4.7 4.8 5.2 5.4 3.8 3.7
Personal travel 33.4 33.9 33.6 36.2 37.7 27.2 25.8
Transportation 25.0 26.4 27.0 28.7 31.5 20.4 21.5
Water transport 11.2 11.8 11.8 12.6 14.5 9.2 9.9
Air transport® 10.3 10.8 11.0 11.9 12.6 8.4 8.6
Land and other transport® 3.5 3.7 4.2 4.1 4.4 2.9 3.0
Commercial services 58.4 63.1 67.2 68.7 70.2 47.6 48.1
Maintenance and repair services 0.9 1.2 1.1 1.0 1.0 0.7 0.7
Construction services 0.6 0.5 0.3 0.3 0.3 0.5 0.2
Insurance services 4.7 4.9 4.9 4.9 5.4 3.8 3.7
Financial services 6.9 8.9 11.7 12.3 12.2 5.6 8.3
Telecommunications, computer, and
information services 6.5 6.6 6.1 6.2 6.3 5.3 4.3
Charges for the use of intellectual 12.9 13.7 15.2 15.4 153 10.6 10.4
property
Professional and management
consulting servicest 11.8 12.6 13.9 14.1 14.5 9.6 9.9
R&D services 1.6 1.6 1.4 1.3 1.6 1.3 1.1
Technical, trade-related and other
business servicesd 10.3 10.8 9.8 10.0 10.3 8.4 7.0
Pers_onale, cultural, and recreational 23 24 27 3.1 3.5 1.9 24
services
Government services 1.1 1.3 1.2 1.3 1.3 0.9 0.9
a Including international passenger fares by water.
b Including postal and courier services.
C Including management services and advertising and related services.
d Including architecture, engineering and other technical services, non-financial commissions, and

equipment rentals.
e Including audio-visual services and other personal, cultural and recreational services.

Source: Statistics Canada, Table: 36-10-0021-01.
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1.34. Canada's services trade is less concentrated on the U.S. market than its merchandise trade,
with the U.S. accounting for about 53-55% of both exports and imports in 2018. The next largest
trading partner in services is the European Union, with about 18% (Table 1.5). In general, the
Government has been actively promoting trade in services both in the WTO and through a number
of free trade agreements (FTAs), foreign investment promotion and protection agreements, and
double taxation agreements (Section 2).

Table 1.5 International transactions in services by main partners, 2014-18

Value in CAD billion Share of total (%)
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Source: Statistics Canada, Table: 36-10-0024-01.

1.3.3 Trends and patterns in foreign direct investment

1.35. Between 2014 and 2017, Canada's stock of foreign direct investment (FDI) abroad has
increased at the rapid pace of 10% per year, almost three times the rate of inward FDI. A large part
of the increase was destined for the United States, which absorbed 45% of FDI stock abroad in 2017,
up from 41% in 2014 (Table 1.6). A quarter of Canada's FDI abroad is located in Europe. Africa,
Asia and South and Central America each host only a small share of the total.

1.36. During the review period, growth rates of inward FDI to Canada remained modest. Inward
FDI increased most in new sectors, such as real estate, rental and leasing, and information and
cultural industries. The United States increased its share of Canadian inward FDI to 49% of the total,
whilst other regions generally recorded declines in market share. Europe, which is also a significant
source of Canadian inward FDI, accounted for 35% of the inward stock in 2017 (Table 1.6).

1.37. The main sector of Canadian direct investment abroad is finance and insurance (a third of the
total); followed by mining and oil and gas extraction; and management of companies and
enterprises. The sectors with the fastest rate of expansion during the 2014-17 period were
transportation and warehousing, and wholesale and retail trade (Table 1.7).
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Table 1.6 International investment position by partner, 2014-17

Value in CAD billion Share of total (%) Growth
2016 2017 2014
Direct investment abroad 845.2 1,043.8 1,083.7 1,121.1 100 100 9.9
North America 510.0 637.8 672.8 685.9 60.3 61.2 10.4
United States 346.5 448.3 481.4 504.8 41.0 45.0 13.4
Europe 215.5 271.4 267.7 288.4 25.5 25.7 10.2
EU-28 196.7 255.1 251.4 269.4 23.3 24.0 11.1
Asia/Oceania 63.9 73.0 79.7 83.6 7.6 7.5 9.4
South and Central America 52.4 57.1 56.5 55.9 6.2 5.0 2.2
Africa 3.3 4.4 7.0 7.3 0.4 0.6 29.6
Direct investment in Canada 744.7 782.9 808.7 824.0 100 100 3.4
North America 364.3 397.2 412.3 431.2 48.9 52.3 5.8
United States 351.8 369.5 388.3 404.5 47.2 49.1 4.8
Europe 275.9 282.9 296.6 288.9 37.0 35.1 1.5
EU-28 227.4 245.6 247.8 243.5 30.5 29.6 2.3
Switzerland 42.9 32.3 44.1 40.2 5.8 4.9 -2.2
Asia/Oceania 81.1 79.0 77.6 82.6 10.9 10.0 0.6
Japan 22.2 26.5 29.8 29.6 3.0 3.6 10.1
South and Central America 20.1 19.9 19.9 19.2 2.7 2.3 -1.6
Africa 3.2 4.0 2.4 2.2 0.4 0.3 -12.2

Source: Statistics Canada, Data Table 36-10-0008-01.

Table 1.7 International investment position by sector, 2014-17

Value in CAD billion Share of total (%) Growth
.a.
2014 2015 2017 2014 2017 2()';_4-17

Canadian direct investment 845.2 1,043.8 1,083.7 1,121.1 100 100 9.9
abroad
Finance and insurance 308.3 379.5 384.2 395.8 36.5 35.3 8.7
Mining and oil and gas extraction, of 173.7 188.1 185.3 175.7 20.6 15.7 0.4
which:

Oil and gas extraction 63.2 64.9 63.7 58.8 7.5 5.2 -2.4

Mining (except oil and gas) 78.7 82.4 86.0 82.7 9.3 7.4 1.6

Support activities 31.8 40.8 35.6 34.2 3.8 3.1 2.4
Management of companies 106.3 138.3 134.0 140.9 12.6 12.6 9.8
Manufacturing, of which: 69.1 81.7 89.0 85.4 8.2 7.6 7.3

Transportation equipment 17.0 16.2 21.6 21.9 2.0 2.0 8.8

manufacturing

Food manufacturing 8.8 14.3 12.6 12.8 1.0 1.1 13.2

Chemical manufacturing 10.0 12.8 13.4 9.5 1.2 0.8 -1.7
Transportation and warehousing 26.8 34.0 49.5 71.1 3.2 6.3 38.4
Real estate and rental and leasing 42.8 62.4 63.3 63.2 5.1 5.6 13.9
Information and cultural industries 35.3 40.9 45.6 49.0 4.2 4.4 11.5
Utilities 21.0 27.6 31.4 32.1 2.5 2.9 15.3
Professional and technical services 18.7 28.5 26.8 31.5 2.2 2.8 18.8
Wholesale trade 11.6 20.5 27.0 25.5 1.4 2.3 30.0
Retail trade 6.6 8.9 9.5 13.2 0.8 1.2 26.3
FDI in Canada 744.7 782.9 808.7 824.0 100 100 3.4
Manufacturing, of which: 198.3 181.1 176.7 176.2 26.6 21.4 -3.9

Petroleum and coal products 55.0 52.1 51.5 43.4 7.4 5.3 -7.6

manufacturing

Chemical manufacturing 29.4 28.3 33.6 36.6 4.0 4.4 7.5

Food manufacturing 23.4 22.3 22.1 25.4 3.1 3.1 2.7
Management of companies 123.5 158.8 167.4 170.9 16.6 20.7 11.4
Mining and oil and gas extraction, of 174.1 168.8 175.1 162.2 23.4 19.7 -2.3
which:

Oil and gas extraction 122.5 133.5 136.5 119.9 16.5 14.5 -0.7

Mining (except oil and gas) 36.9 21.1 24.4 28.2 5.0 3.4 -8.5

Support activities 14.7 14.3 14.3 14.1 2.0 1.7 -1.4
Finance and insurance 99.3 115.9 126.8 137.0 13.3 16.6 11.3
Wholesale trade 55.0 61.9 68.7 74.7 7.4 9.1 10.7
Retail trade 38.5 31.1 34.3 35.8 5.2 4.3 -2.4
Professional and technical services 11.6 24.2 19.3 17.4 1.6 2.1 14.6
Real estate and rental and leasing 7.2 10.2 11.1 13.4 1.0 1.6 23.2
Transportation and warehousing 7.8 8.8 7.2 10.4 1.0 1.3 10.2
Information and cultural industries 5.5 5.8 7.0 8.9 0.7 1.1 17.2

Source: Statistics Canada, Table 36-10-0009-01.
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2 TRADE AND INVESTMENT REGIMES
2.1 General Framework

2.1. Canada is the second largest country in the world, with an area of 9.98 million km?, but is
sparsely populated, with a population of 37 million people, or 3.7 people per km2, as at 2018.1 It
possesses an abundance of natural resources, including forests, minerals and metals, and energy
reserves which are important to trade as they account for 47% of merchandise exports.2 Canada
also possesses vast water reserves, which account for about 9% of its total area, including wet lands,
freshwater, rivers, and glaciers. Its territory is divided into ten provinces and three territories, plus
its territorial sea.

2.2. Canada is a constitutional monarchy and parliamentary democracy, with the Queen as Head of
State, the Governor General as the Queen's representative and formal head of the Government, and
the Prime Minister as the effective head of the Government.3 The Constitution is comprised of the
Constitution Act, 1867, the Canada Act, 1982, the Constitution Act, 1982, and other acts, orders
and amendments referred to in the schedule to the Constitution Act, 1982. The Constitution
distributes legislative authority between the Parliament of Canada and the Legislatures of the
provinces. There are three levels of government, the federal, the provincial or territorial, and the
municipal (the territorial and municipal levels exercising authority delegated by the federal and
provincial governments, respectively), each with their own or shared responsibilities (Table 2.1).4
Trade and international treaties are under federal jurisdiction, although some matters covered by
international trade agreements, such as agriculture and fishing, have shared jurisdiction between
the Federal Government and the provinces/territories. Canada has a number of Indigenous
populations that are referred to as First Nations, Métis and Inuit communities and have their own
governance bodies. The judicial system has a largely unitary structure, with federal and
provincial/territorial courts; the courts have more than one level, i.e. lower courts, superior courts
and courts of appeal.> The Supreme Court of Canada is the highest, and is the final court of appeal;
it hears cases from both the Federal Court of Appeal, the courts of appeal of the provinces and
territories, and the Court Martial Appeal Court.®

Table 2.1 Government jurisdiction

Shared jurisdiction between

Federal jurisdiction Provincial jurisdiction £ P Municipal
ederal and provincial
International trade and | Public lands and forests Agriculture Libraries
international relations
Plenary power of Health system Companies and economic Parks
taxation (both direct development
and indirect)
Postal service Municipal institutions Prisons and justice Community water
systems
Defence Property and civil rights Fishing Local police
Fiscal and monetary Education Public works (health and safety) Roads and
policy parking
Indigenous affairs Business licences Transportation and
communication
Criminal law Resource ownership and Immigration
management
Residual powers Direct taxes Environmental protection
Foreign affairs Energy, mining, and forest
management

! Statistics Canada online information. Viewed at: https://www150.statcan.gc.ca/n1/daily-
guotidien/180927/dq180927c-eng.htm.

2 Natural Resources Canada online information. Viewed at:
https://www.nrcan.gc.ca/sites/www.nrcan.gc.ca/files/files/pdf/10 key facts NatResources 2018 e.pdf.

3 Government of Canada online information. Viewed at: https://www.canada.ca/en/immigration-
refugees-citizenship/services/new-immigrants/learn-about-canada/governement.html.

4 See also previous reports WT/TPR/S/246/Rev.1 and WT/TPR/S/314/Rev.1.

5 Department of Justice online information. Viewed at: https://www.justice.gc.ca/eng/csj-

sjc/just/07.html.

6 Supreme Court of Canada online information. Viewed at: https://www.scc-csc.ca/court-cour/role-
eng.aspx.
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Federal jurisdiction Provincial jurisdiction EGEE Jur'Sd'Ct'?n _between Municipal
federal and provincial
Fisheries Financial services
Shipping, railways, and Pipelines
telephones

Science and technology

Note: This list is non-exhaustive.

Source: The Constitution of Canada; information provided by the authorities; and Parliament of Canada
online information. Viewed at:
https://lop.parl.ca/About/Parliament/Education/ourcountryourparliament/html booklet/division-

powers-e.html.

2.3. One of the main developments during the period under review was the replacement of the
long-standing Agreement on Internal Trade (AIT) with a new agreement, the Canadian Free Trade
Agreement (CFTA), as Canada's main internal trade agreement, on 1 July 2017. Canada's internal
trade had been governed by the AIT since 1995, and while it had undergone regular amendment,
its replacement by the CFTA brought about more widespread and in-depth changes. The main
objective of the CFTA is to "reduce and eliminate, to the extent possible, barriers to the free
movement of persons, goods, services, and investments within Canada and to establish an open,
efficient, and stable domestic market".” The main benefits are: the creation of more jobs and
business opportunities; an improvement in the alignment of rules and regulations; and an increase
in competitiveness, support of innovation, and expansion of business opportunities for Canadian
suppliers to government.8

2.4. Compared to its predecessor, the CFTA has wider coverage, incorporating almost all economic
activities, i.e. it covers the energy sector and most of the services sectors.? It furthermore deepens
the coverage on government procurement, as all provincial and territorial governments have made
more meaningful commitments. In the area of domestic regulation, it has provisions on reducing
regulatory differences, and establishes a mechanism for regulatory cooperation. The CFTA also
strengthens dispute settlement procedures, increases alignment with international obligations, and
includes provisions on environmental protection and labour mobility.1°® While considerable progress
has been made in reducing internal barriers through the CFTA, a number of policies remain in place
that could impede inter-provincial trade, such as those for alcoholic beverages and in the transport
sector. A number of committees and working groups were established under the CFTA to address
these remaining barriers, including the Regulatory Reconciliation and Cooperation Table, a
committee of senior-level representatives responsible for overseeing the CFTA's regulatory
reconciliation and cooperation mechanisms, and the Alcoholic Beverages Working Group.

2.5. While the CFTA is the main agreement covering internal trade, there are a number of
agreements in place between certain provinces or territories.!! Some of these cover subjects similar
to those in the CFTA or international trade agreements, such as public procurement, standards, etc.,
while others concern subjects such as development and the economy.

2.2 Trade Policy Formulation and Objectives

2.6. For Canada, international trade is seen as essential to increasing the country's economic
competitiveness, in order to create well-paying jobs and drive economic growth. Canada's trade
policy since 2015 is based on two core priorities, elaborated as part of the annual plan of the
department of Global Affairs Canada!?2: 1) diversifying international trade and foreign direct
investment, with a view to increasing economic opportunity and 2) the pursuit of an inclusive
approach to trade focused on the inclusion of transparency, labour rights, the environment, small

7 CFTA online information. Viewed at: https://www.cfta-alec.ca/wp-content/uploads/2017/06/CFTA-
Consolidated-Text-Final-Print-Text-English.pdf.

8 CFTA online information. Viewed at: https://www.cfta-alec.ca/wp-content/uploads/2017/06/CFTA-top-
five-benefits-backgrounder.pdf.

9 CFTA online information. Viewed at: https://www.cfta-alec.ca/wp-content/uploads/2017/06/CFTA-
general-backgrounder.pdf.

10 CFTA online information. Viewed at: https://www.cfta-alec.ca/wp-content/uploads/2017/06/CFTA-
general-backgrounder.pdf.

11 CFTA online information. Viewed at: https://www.cfta-alec.ca/trade-enhancement-agreements/.

12 Government of Canada online information. Viewed at: https://www.international.gc.ca/gac-

amc/publications/plans/dp-pm/dp-pm 1819.aspx?lang=eng#?2.
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and medium-sized enterprises (SMEs), gender, and Indigenous peoples in trade and investment
agreements, which aim to ensure that the benefits of trade are shared more broadly.

2.7. Over the course of the review period, the Government set out a number of specific trade-related
objectives to advance its trade priorities, which are set out in the mandate letters of relevant federal
ministers, including the Minister of International Trade Diversification, the Minister of Foreign Affairs
and the Minister of Agriculture.!3 These include: leading efforts to deepen trade and commerce
between Canada and the United States; working to enhance North America's global competitiveness;
positioning Canada as a top destination for global investment; engaging with emerging markets,
especially in the Asia-Pacific region; promoting Canadian agricultural interests; improving support
to companies looking to export, particularly SMEs; and ensuring alignment between Canada's export
and innovation strategies. These mandates are in various stages of implementation.

2.8. Diversifying trade is essential to Canada's continued economic prosperity and competitiveness.
Canada recently unveiled the new Export Diversification Strategy, with the goal of increasing
overseas exports by 50% by 2025. Building on trade diversification initiatives already underway, the
Strategy aims to assist Canadian businesses - of diverse sizes and sectors - to maximize their
growth by capitalizing on more economic opportunities abroad, particularly in markets covered by
FTAs, such as the CETA and the CPTPP. The Strategy will support export growth and diversification
by investing in the transportation infrastructure that links Canada to global markets; providing
Canadian businesses with resources to develop and implement effective export strategies; and
enhancing trade services for Canadian exporters.

2.9. Canada is pursuing an inclusive approach to trade that seeks to ensure that more Canadians
can take advantage of the opportunities that flow from trade and investment. This approach is
informed by ongoing dialogue with a broad range of Canadians, to align trade policy priorities with
the interests of all Canadians. In its trade agreements, Canada is building on past achievements by
improving labour and environment protections, and pursuing new chapters, focused on cooperation
and information-sharing, designed to improve the capacity and conditions of underrepresented
groups, in particular women, owners of SMEs and Indigenous peoples, to access and benefit from
the opportunities created by trade agreements.

2.10. The promotion of gender equality is a Government of Canada-wide mandate. Gender equality
is emphasized through Canada's feminist foreign policy and is an important part of its inclusive
approach to trade. Canada acknowledges that trade can affect men and women differently as
workers, business owners, and as members of society. Canada is working to reduce barriers to the
participation of women in international trade, including by conducting wide-reaching analysis to
better understand gender-related effects of trade. This includes expanding its impact assessment
(IA) process with respect to the negotiation of an FTA with Mercosur, to include, for the first time,
labour and gender, which will be used to inform Canada's position in these negotiations. This will
include conducting a Gender Based Analysis Plus (GBA+) of the Agreement in order to analyse the
potential effects of the FTA on gender and diversity within Canada. Canada has publicly committed
to publish a summary of the GBA+ initial report online for comment. Canada is also expanding the
coverage of gender-related issues in trade agreements, through measures such as the introduction
of Trade and Gender chapters into its modernized FTAs with Chile and Israel, issuing a Trade and
Gender Joint Recommendation under its FTA with the EU, and pursuing chapter-specific provisions
in FTAs, like those on the elimination of employment discrimination in its Labour Cooperation
Agreements and Labour chapters of its FTAs.

2.11. Trade and Gender chapters concluded to date focussed on cooperation activities and the
sharing of best practices, in order to increase the participation of women in international trade, in
addition to provisions relating to the sharing of methods and procedures for the collection of
sex-disaggregated data, the use of indicators, and the analysis of gender-focused statistics related
to trade. Lastly, Canada has been very active in promoting its work on addressing gender-related
issues internationally, including at the WTO. For example, it helped draft and promote the Joint
Declaration on Trade and Women's Economic Empowerment at the 11t WTO Ministerial Conference
in December 2017 and hosted the first seminar under this Declaration in March 2018 on Gender-
Based Analysis and Trade.

13 Government of Canada online information. Viewed at: https://www.international.gc.ca/gac-
amc/priorities-priorites.aspx?lang=eng.
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2.3 Trade Agreements and Arrangements
2.3.1 WTO

2.12. Canada continues its active engagement with the WTO on a number of levels. During the
review period, Canada was active in the regular work of the WTO committees, negotiations, dispute
settlement, monitoring, and plurilateral initiatives. It also played a leadership role by chairing WTO
bodies and promoting initiatives such as trade and gender in the WTO, as well as through its work
on WTO reform. Canada has played a leading role in the efforts to improve and strengthen the WTO,
with a focus on the notifications and committee work, safeguarding the dispute settlement system,
and updating the WTO agreements to reflect 21t century realities.14

2.13. Canada passed legislation to implement the WTO Trade Facilitation Agreement (TFA) on
12 December 2016 and notified the WTO of its acceptance on 16 December 2016.1> Also, Canada
completed the procedures and implemented its commitments under the ITA Expansion during the
period under review.1®

2.14. In terms of negotiations, Canada along with a number of other countries, submitted a
communication to the Negotiating Group on Market Access regarding facilitating SME trade.”
Dispute settlement has been another area of its engagement with the WTO. During the review
period, Canada was increasingly active with disputes, especially compared to the activity during the
previous four-year period. It was involved as a complainant in 6 cases, as a respondent in 6 cases,
and as a third party in 39 cases (Table A2.1).

2.15. Canada has been exemplary in terms of meeting its notification requirements during the
period (Table A2.2). Notifications were made regularly across WTO disciplines.

2.3.2 Regional and preferential agreements

2.16. Canada's imports under reciprocal and unilateral preferential regimes remain significant, with
18.6% of 2017 imports being imported under these regimes, although it has fallen since the last
Review. MFN duty-free imports remain the largest category, with about 65% of total imports; MFN
dutiable imports are at 16%. Compared to the previous Review, Canada saw a number of shifts, as
trade under reciprocal agreements fell from 24% of the total to 18%, and trade under unilateral
preferences declined from 3.8% to 0.6% of total trade. The fall in unilateral preferential imports can
largely be attributed to the January 2015 graduation of 72 higher-income or trade-competitive
countries from the General Preferential Tariff (GPT) scheme, and the decline in reciprocal trade can
be attributed to the liberalization of certain MFN tariffsi8, leading to higher MFN duty-free imports.

2.3.2.1 Reciprocal trade agreements

2.17. Canada continued to pursue reciprocal FTAs during the period of review, as part of its trade
diversification agenda. As at 1 January 2019, Canada was a party to 14 FTAs. Over the course of
the review period, its most significant reciprocal FTA, according to trade volume, continued to be
NAFTA, which accounted for about 94% of FTA imports in 2017, reflecting the ongoing importance
of the United States as Canada's leading trading partner (Table 2.2). Since 2015, three new
Agreements have been provisionally applied or entered into force: the Canada-European Union
Comprehensive Economic and Trade Agreement (CETA), the Canada-Ukraine Free Trade Agreement
(CUFTA), and the Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP).1° With the addition of these, in particular the CPTPP, Canada will have a number of trading
partners where more than one reciprocal or unilateral agreement will apply. According to the

4 WTO documents JOB/GC/201, 24 September 2018 and JOB/GC/211, 14 December 2018.

15 TFA Facility online information. Viewed at: http://www.tfafacility.org/ratifications.

16 WTO document WT/Let/1205, 25 October 2016.

7 WTO document TN/MA/W/144/Rev.3, 27 October 2017.

18 See Section 3.1.3, in particular final stage implementation of certain machinery and equipment, a
broad range of agri-food processing inputs, and ITA products.

19 The CETA has been provisionally applied since 21 September 2017, the CUFTA entered into force on
1 August 2017, and the CPTPP entered into force on 30 December 2018 for Canada and five other CPTPP
members.
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authorities, these will continue to be applied simultaneously, with potentially overlapping provisions,
and traders may choose to apply the more advantageous regime.

2.18. The CETA has been described as a progressive and comprehensive trade agreement. It quickly
became Canada's third largest bilateral agreement (as of 2017) in terms of trade volumes
(Table 2.2) and covers about 98% of EU tariff lines on goods, meaning that Canada's exports to the
European Union will face very few tariffs upon full implementation. It has chapters covering trade
remedies, SPS, TBT, trade facilitation, subsidies, investment, services, competition policy,
government procurement, IP, and a number of other disciplines. According to the authorities, Canada
has already seen an improvement since the entry into force of the Agreement, as two-way trade in
goods and services increased.2?

Table 2.2 Overview of FTA trade, 2017

CAD million
. Total Trade
FTA partner Entry into force exports balance
Chile 5 July 1997 2,035 1,814 175 885 -1,150
Colombia 15 August 2011 985 828 128 746 -240
Costa Rica 1 November 2002 516 459 4 159 -357
CPTPP? 30 December 2018 56,723 33,528 n.a. 24,534 -32,189
EFTA 1 July 2009 6,912 5,978 708 4,121 -2,791
EU-28 21 September 2017° 67,238 49,385 1,128 41,658 -25,580
Honduras 1 October 2014 383 210 95 43 -340
Israel 1 January 1997 1,287 1,011 217 451 -837
Jordan 1 October 2012 101 6 81 74 -28
NAFTA 1 January 1994 324,140 199,681 95,437 422,197 98,057
Republic of Korea | 1 January 2015 8,705 4,307 3,374 5,302 -3,403
Panama 1 April 2013 11 10 0 151 140
Peru 1 August 2009 1,799 1,735 52 711 -1,088
Ukraine 1 August 2017 112 86 4 268 156
n.a. Not applicable, as no FTA trade occurred.
a CPTPP includes Australia, Japan, New Zealand, Mexico, Singapore and Viet Nam. Thus, there is
overlap with other FTA partners.
b Provisionally applied as at 21 September 2017.
Note: "MFN duty-free" covers all trade entering at MFN duty-free rates; calculations were based on imports

entering Canada by different tariff regimes. In dataset provided by the authorities, any imports
which were coded as preferential treatment but corresponded to MFN duty-free treatment were
treated as "MFN duty-free treatment".

Source: WTO Secretariat calculations, based on information from the Government, Statistics Canada, and
Canada International Merchandise Trade Database; and the WTO IDB.

2.19. The CPTPP entered into force for Canada, Australia, Japan, Mexico, New Zealand, and
Singapore on 30 December 2018, and for Viet Nam on 14 January 2019.2! For the remaining
signatories (Brunei Darussalam, Chile, Malaysia, Peru), the CPTPP will enter into force 60 days after
they have notified of the completion of their ratification procedures. The CPTPP has been described
as a comprehensive and modern agreement, covering virtually all aspects of trade and investment,
and includes binding chapter commitments in new areas such as the environment and labour.
According to the authorities, the CPTPP preserves the high level of ambition negotiated in the
Trans-Pacific Partnership (TPP), both with respect to rules and market access, and incorporates the
majority of those provisions by reference, with the exception of 22 provisions that are suspended
from application upon entry into force of the CPTPP and can only be lifted by consensus among the
Parties. The CPTPP also includes a number of bilateral binding or non-binding side letters between
Parties that have allowed Canada to individualize the Agreement's outcomes where required to
address specific needs. For example, the letters clarify the scope of the Agreement (e.g. culture),
address product and service specific issues (e.g. rules of origin, tariff phase out), or establish
bilateral specific rules outcomes (e.g. SPS, GIs). Canada's implementing legislation for the CPTPP

20 Government of Canada online information. Viewed at: https://www.international.gc.ca/gac-
amc/campaign-campagne/ceta-aecg/year one-premiere annee.aspx?lang=eng.
21 Information provided by the authorities.
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was contained in the Comprehensive and Progressive Agreement for Trans-Pacific Partnership
Implementation Act, SC 2018, c.23 and has also been notified to the WTO.22

2.20. During the review period, Canada was also active in updating and expanding existing FTAs in
order to modernize certain FTA provisions. The modernized Canada-Chile FTA entered into force on
5 February 2019, while implementing legislation for the modernized Canada-Israel FTA was
introduced in Parliament.23 According to Canada, these amended Agreements have now been
updated to include a number of inclusive trade elements, such as provisions on labour, the
environment, trade and gender, SMEs, etc.2* Other existing provisions on issues such as SPS, TBT,
government procurement, and investment have also been improved in the FTA with Chile.?> The
modernized Canada-Chile FTA represents a first for Canada, with the inclusion of a dedicated chapter
on Trade and Gender, with a similar chapter also since added to the Canada-Israel FTA.

2.21. On 30 November 2018, Canada, the United States and Mexico signed an agreement, known
as the Canada-United States-Mexico Agreement (CUSMA) for Canada, which will replace the NAFTA
when it enters into force.?® Canada had a number of negotiating objectives for CUSMA, including:
preserving important NAFTA provisions and market access into the United States and Mexico;
modernizing and improving the agreement; and reinforcing the security and stability of market
access into the United States and Mexico for Canadian businesses. As at February 2019, CUSMA
parties were working to advance their domestic procedures towards the ratification and
implementation of the Agreement.

2.22. During the review period, Canada also engaged in new negotiations toward comprehensive
FTAs. In June 2017, the Pacific Alliance (Chile, Colombia, Mexico, and Peru) invited Canada, along
with Australia, New Zealand and Singapore, to become Associated States, which requires the Pacific
Alliance to negotiate separate FTAs with each of the four candidate Associated States. Canada was
also negotiating a comprehensive FTA with Mercosur, for which negotiations were launched in
March 2018. Canada has also held FTA negotiations with India and initiated exploratory discussions
for possible FTAs with ASEAN and China during the review period.

2.3.2.2 Unilateral preferential regime

2.23. Canada continues to have three main regimes providing unilateral preferences to developing
and least-developed countries: the General Preferential Tariff (GPT), the Least Developed Country
Tariff (LDCT), and the Commonwealth Caribbean Country Tariff (CCCT). The three regimes are
implemented through the Customs Tariff. There were no significant changes to the programmes
since the last Review, except for some rules of origin amendments to the LDCT (Section 3.1.2). As
at January 2019, 119 countries or territories were benefitting from one or more regime (Table A2.3).

2.24. Canada's GPT is its long-standing programme to help promote industrialization of developing
countries through offering autonomous and non-reciprocal tariff preferences, modelled on UNCTAD's
Generalized System of Preferences (GSP). It has been implemented through approximately
ten-year cycles, through the Customs Tariff, with the last renewal commencing in July 2014. On
1 January 2015, Canada modernized the GPT by graduating 72 higher-income or trade-competitive
countries or territories.?” The GPT provides duty-free treatment to more than 80% of tariff lines,
with exceptions mainly in the agricultural, apparel and footwear sectors.

22 Canada's implementing legislation for the CPTPP is contained in the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership Implementation Act, SC 2018, c.23, received Royal Assent on
25 October 2018 and came into force on 30 Dec. 2018. WTO documents WT/REG395/N/1 and S/C/N/920.

23 Status as at February 2019.

24 Global Affairs Canada online information. Viewed at: https://www.canada.ca/en/global-
affairs/news/2018/05/minister-champagne-welcomes-modernized-canada-israel-free-trade-agreement.html.

25 Global Affairs Canada online information. Viewed at: http://international.gc.ca/trade-
commerce/trade-agreements-accords-commerciaux/agr-acc/chile-chili/fta-ale/background-
contexte.aspx?lang=eng.

26 Government of Canada online information. Viewed at: https://www.international.gc.ca/trade-
commerce/trade-agreements-accords-commerciaux/agr-acc/cusma-aceum/index.aspx?lang=eng.

27 Algeria; American Samoa; Antigua and Barbuda; Netherland Antilles; Argentina; Azerbaijan;
Bahamas; Bahrain; Barbados; Bermuda; Bosnia and Herzegovina; Botswana; Brazil; Brunei; Cayman Islands;
Chile; China; Colombia; Costa Rica; Croatia; Cuba; Dominica; Dominican Republic; Ecuador; Equatorial
Guinea; French Polynesia; Gabon; Gibraltar; Grenada; Guam; Hong Kong, China; India; Indonesia; Iran;
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2.25. The LDCT has been in operation since 1983, to provide preferential access to LDCs to aid and
encourage their economic growth. It was expanded in 2003 to cover over 98% of tariff lines - all
goods from LDCs except certain dairy, poultry, and egg products. Developments since the last
Review include new rules of origin amendments, allowing more apparel products to qualify from
LDCs (Section 3.1.2).2%8

2.26. Canada's CCCT scheme emanates from the Caribbean-Canada Trade Agreement (CARIBCAN),
an economic and trade assistance programme dating from 1986 designed to benefit Caribbean
countries. It provides duty-free access to most products except for textiles, apparel, and certain
agricultural goods. There were no major changes to the CCCT scheme during the review period. At
present, Canada has a WTO waiver in place for the implementation of these tariff preferences.?®

2.3.3 Other agreements and arrangements

2.27. Canada also maintains certain other preferential tariffs, as implemented through its Customs
Tariff, for certain products from Australia and New Zealand. These preferences emanate from the
Canada Australia Trade Agreement (CANATA) that was established in 1960 and further amended in
1973; and the Trade Agreement Between Canada and New Zealand of 1932, respectively.3? As at
2018, there were 333 preferential tariff lines3! for Australia and 338 for New Zealand in Canada's
tariff schedule.32 These Agreements have not been notified to the WTO.

2.28. Canada has been one of the parties involved in the Trade in Services Agreement (TISA)
negotiations since they were launched in 2013. The negotiations, which are being conducted among
23 WTO Members, are to further liberalize trade in services, both through improved market access
and by enhancing specific disciplines.33 The latest round of negotiations took place in December
2016.34

2.29. Trade and Economic Cooperation Arrangements (TECAs) and Trade and Investment
Cooperation Arrangements (TICAs) are two other types of arrangements Canada has entered into
that have certain trade and/or investment provisions. At present, there are seven TECAs or TICAs
in force.3>

2.4 Investment Regime

2.30. Foreign direct investment, like trade, continues to be an important part of the economy, with
direct investment abroad amounting to over CAD 1 trillion in 2017, equivalent to slightly over 50%
of Canada's GDP. Furthermore, Canada has the highest FDI-to-GDP ratio among the G7 countries.3®
Since the last Review, Canada continued to attract FDI from abroad and increased outward Canadian
direct investment. However, there was stronger growth in outward investment compared to inward
investment, leading to a gap of almost CAD 300 billion in 2017 between outward and inward FDI
stock. Canada stepped up efforts to improve its FDI attractiveness during the period by creating a
one-stop shop for foreign investment through the creation of Invest in Canada (Section 2.4.4), and

Israel; Jamaica; Jordan; Kazakhstan; Kuwait; Lebanon; Macao, China; North Macedonia; Malaysia; Maldives;
Mariana Islands; Mauritius; Mexico; Namibia; New Caledonia and Dependencies; Oman; Palau; Panama; Peru;
Qatar; Russian Federation; Saint Kitts and Nevis; Saint Lucia; Saint Vincent and the Grenadines; Seychelles;
Singapore; South Africa; Republic of Korea; Suriname; Thailand; Trinidad and Tobago; Tunisia; Turkey; Turks
and Caicos Islands; United Arab Emirates; Uruguay; Bolivarian Republic of Venezuela; and the Virgin Islands.

28 Regulation SOR/2017-127 and Memorandum D11-4-4.

22 WTO document WT/L/958, 30 July 2015.

30 Global Affairs Canada online information. Viewed at: https://www.treaty-
accord.gc.ca/details.aspx?id=100545.

31 Both duty-free and reduced rates.

32 Canada's Customs Tariff 2019. Figures exclude in-quota tariff lines.

33 Global Affairs Canada online information. Viewed at: http://international.gc.ca/trade-agreements-
accords-commerciaux/topics-domaines/services/tisa-acs.aspx?lang=eng#a.

34 Government of Canada online information. Viewed at: www.international.gc.ca/trade-
commerce/trade-agreements-accords-commerciaux/agr-acc/index.aspx?lang=eng.

35 TECAs with Australia, Iceland, Norway, and Switzerland; and TICAs with the Andean Community,
South Africa, and MERCOSUR. Global Affairs Canada online information. Viewed at:
http://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-
acc/other agreements-autres accords.aspx?lang=eng.

36 Global Affairs Canada online information. Viewed at: http://www.international.gc.ca/economist-
economiste/invest/invest-Canada.aspx?lang=eng.
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by eliminating the formal approval procedures for many potential investments by raising the
investment review threshold levels. However, there were no recent changes to remove long-standing
foreign investment restrictions, except for the raising of the allowed foreign-ownership percentage
in the airline sector (Section 2.4.3).

2.4.1 Framework

2.31. The investment framework consists of the Investment Canada Act (ICA), 1985, which is the
main law governing foreign investment in Canada; bilateral investment treaties, known as Foreign
Investment Promotion and Protection Agreements (FIPAs); and a number of FTAs that have
provisions or dedicated chapters on investment.

2.32. The ICA continues to be the main investment law for reviewing foreign investment into
Canada; it has been amended several times, including recently to liberalize the net benefit review
threshold and add national security review transparency.3’ The stated purpose of the law is "...to
provide for the review of significant investments in Canada by non-Canadians in a manner that
encourages investment, economic growth and employment opportunities in Canada and to provide
for the review of investments in Canada by non-Canadians that could be injurious to national
security". Basically, it requires that all non-Canadians32 that wish to establish or acquire control of
a Canadian business either file a notification or an application for review to the relevant authorities,
unless an exemption applies. The ISED has the main responsibility for the law, except for the net
benefit review of foreign investments in the cultural sector, for which the Department of Canadian
Heritage has oversight. The Regulations Respecting Investment in Canada and the National Security
Review of Investments Regulations prescribe time-periods and other particulars on the review
process. Guidelines and interpretive notes were also issued on process matters, to provide guidance
to investors.3?

2.33. The ICA requires that certain investments by non-Canadians be notified or reviewed for their
likely net economic benefit to Canada. The "net benefit" assessment factors are set out in the law.
The requirement for review is based on a threshold, which is dependent on the type or origin of the
investment and is updated every year (Box 2.1). Only acquisitions of control of Canadian businesses
that exceed the prescribed dollar-value threshold are subject to the net benefit review requirement
and must be approved by the minister responsible before implementation. For acquisitions of
Canadian businesses that do not surpass the relevant monetary threshold, only a notification is
required. In addition, the ICA contains rules and procedures to protect national security, and
potential investments of any size are subject to review for their potential injury to national security.
The national security review of investments can result in prohibition of the investment, divestment
of control, or authorization of the investment subject to conditions to protect national security.

2.34. There have been five amendments to the ICA since the last Review entered into force, two in
2015, two in 2017 and one in 2018. The amendments introduced in June 2017, pursuant to the
Budget Implementation Act, accelerated the anticipated increase in the threshold for private-sector
WTO investors to CAD 1 billion, two years ahead of schedule.*?® The same Act also improved
transparency, and imposed public reporting requirements on the Government regarding national
security reviews, so that the Government discloses and reports on the process in a similar manner
as under the net benefit reviews. The other amendment introduced in 2017 was a result of the CETA
Implementation Act, which raised the threshold for private-sector CETA investors to
CAD 1.5 billion.%! As a result of this amendment and MFN provisions, some of Canada's other FTA
partners also received the same threshold.4? The 2015 changes were regulatory, and set the gradual
increase in the threshold for private-sector WTO Members over a four-year period, that was
subsequently accelerated in the 2017 amendment, and operationalized the concept of "enterprise
value" to capture the value of intangible assets in the valuation of businesses.** The Act was also

37 ICA, R.S.C., 1985, c. 28 (1%t Supp.). Justice Laws online information. Viewed at: https://laws-
lois.justice.gc.ca/eng/acts/I-21.8/index.html.

38 Not a Canadian citizen or a permanent resident.

39 Government of Canada online information. Viewed at: https://www.ic.gc.ca/eic/site/ica-
lic.nsf/eng/home.

40 Bill C-44.

41 Bill C-30.

42 See footnote in Box 2.1 for the list of FTAs for which Parties receive the higher threshold.

43 See below discussion on the change to enterprise value from asset value.
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amended as part of the CPTPP implementation at the end of 2018, to extend the trade agreement
investor threshold to those partners.

2.35. Another development was the issuance of the 2016 Guidelines on the National Security Review
of Investments, to provide guidance on the national security review process set out in Part IV.1 of
the ICA.** The Guidelines, for the first time, set out a non-exhaustive list of factors that the
Government will take into consideration during the assessment of a national security risk. They also
give further clarification on timing and filing procedures and encourage potential investors to engage
with government officials early in the process.

Box 2.1 Investment thresholds, 2019

Private-sector investors from WTO Members CAD 1.045 billion

SOE enterprises from WTO Members CAD 416 million

Private-sector trade agreement investors?® CAD 1.568 billion

Non-WTO member investments CAD 5 million (direct investment)

CAD 50 million (indirect transaction)

Investments in a cultural business CAD 5 million (direct investment)
CAD 50 million (indirect transaction)

a Applies only to the following agreements: Canada-Chile, Canada-Colombia, Canada-Honduras,
Canada-Korea, Canada-Panama, Canada-Peru, the CETA, the CPTPP, and NAFTA.

Source: Government of Canada online information. Viewed at: https://www.ic.gc.ca/eic/site/ica-
lic.nsf/eng/h Ik00050.html#p1; and information provided by the authorities.

2.36. Pursuant to the rules set out in the ICA for notification or net benefit review of covered
investments, the number of notifications and review applications of foreign investments over the
past four years increased slightly, albeit with a slight decline during FY 2015-16, which subsequently
rebounded (Table 2.3). Likewise, the value of the notifications and applications also steadily
increased, although part of this may be attributed to a change in reporting value.#> Investments
subject to a net benefit review remain relatively small in number, e.g. only 22 out of a total of
737 investment transactions in FY 2016-17 and 9 in FY 2017-18. In terms of sectors, manufacturing
and natural resources generally accounted for the largest value of investments subject to ICA filing
requirements during the review period.*¢ Investments from the United States continued to be the
largest source of the filings, and typically accounted for slightly more than 50% of the total. EU
countries accounted for the second largest number, or about 25%, and the remaining 25% was
accounted for by all other countries. In FY 2016-17, China accounted for the third largest number
of filings.4” National security review orders remained few during the review period, with between
one and five issued during any one fiscal year since 2014.

2.37. As at December 2018, Canada had in place 37 FIPAs in order to promote or protect
investments of investors of one party in the territory of the other.® On 19 May 2018, the
Canada-Ecuador FIPA was terminated by Ecuador, and has not been replaced. The obligations of the

44 Government of Canada online information. Viewed at: https://www.ic.gc.ca/eic/site/ica-
lic.nsf/eng/h [k00066.html.

45 Amendments in 2015 introduced the concept of "enterprise value" for determining the threshold for
net benefit reviews of direct investments by WTO Member private-sector investors. However, establishment of
new businesses, direct investments by state-owned or non-WTO investors to acquire control of a Canadian
business, and indirect investments by any investor continue to be measured by asset value. Asset value is
based on the value of the assets according to the business' financial statements (book value), whereas
enterprise value is a calculation that takes into account market value, debt and cash.

46 Annual Reports, Investment Act Canada. Viewed at: https://www.ic.gc.ca/eic/site/ica-
lic.nsf/eng/h 1k81126.html.

47 Annual Reports, Investment Act Canada. Viewed at: https://www.ic.gc.ca/eic/site/ica-
lic.nsf/eng/h 1k81126.html.

48 FIPAs are in force with: Argentina; Armenia; Barbados; Benin; Burkina Faso; Cameroon; China;
Costa Rica; Cote d'Ivoire; Croatia; Czech Republic; Egypt; Guinea; Hong Kong, China; Hungary; Jordan;
Kosovo; Kuwait; Latvia; Lebanon; Mali; Mongolia; Panama; Peru; the Philippines; Poland; Romania;

Russian Federation; Senegal; Serbia; Slovak Republic; Tanzania; Thailand; Trinidad and Tobago; Ukraine;
Uruguay; and the Bolivarian Republic of Venezuela. Government of Canada online information. Viewed at:
https://www.international.gc.ca/trade-commerce/trade-agreements-accords-commerciaux/agr-
acc/index.aspx?lang=eng.
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FIPA continue to apply for an additional 15 years for existing investments. Since the last Review,
new FIPAs have entered into force with Burkina Faso; Cameroon; Cote d'Ivoire; Guinea; Hong Kong,
China; Kosovo; Mali; Mongolia; Senegal; and Serbia. As at December 2018, Canada had completed
negotiations with another 7 countries* that had not yet entered into force and negotiations were
ongoing with another 14.3° Canada generally conducts FIPA negotiations on the basis of a model
template. Recently-concluded FIPAs typically have provisions on national treatment, MFN, minimum
standard of treatment, compensation for losses, performance requirements, expropriation,
transparency, subrogation, taxation, dispute settlement, health, safety, and environmental
measures, etc. Recent developments in FIPAs included expanded articles on the settlement of
disputes between an investor and the Host Party. In August 2018, Canada launched a public
consultation process to make FIPAs more inclusive and progressive, as part of its aim to develop a
more inclusive trade agenda.>! The aim of the consultations was to obtain the views of Canadians
and key stakeholders on how the FIPA could better support SMEs and Indigenous groups and
advance other objectives, such as gender equality. These consultations were concluded in
October 2018, and work on a revised model is ongoing, with a view to having a new model
agreement in 2019.

Table 2.3 ICA statistics, 2014-18, fiscal year basis

Number, unless otherwise indicated
2014/15 2015/16 2016/17 2017/18

ISED

Investment filings 719 674 737 751

e Value of filings (asset and enterprise value, 42.36 59.33 71.40 102.78
CAD billion)

Notifications 704 659 715 742

e Value of notifications (asset and enterprise value, 20.58 32.46 41.03 67.64
CAD billion)

Review applications 15 15 22 9

e Value of applications (asset and enterprise value, 21.78 26.87 30.37 35.13
CAD billion)

National security reviews? 4 1 5 2

e resulting in divesture 1 1 3 0

e permitted with conditions imposed 2 0 2 0

e blocked 1 0 0 1

e withdrawal 0 0 0 1

Department of Canadian Heritage®

Automatic reviews 3 6 9 9

Notifications 11 22 16 17

Discretionary reviews 0 0 0 1

Monitoring of previously-approved investments 14 17 14 13

Interpretive opinions 0 0 1 1

a Under section 25.3 of the ICA.
b Cultural business activities that fall within the purview of the Minister of Canadian Heritage for the

ICA include: the publication, distribution or sale of books, periodicals, magazines or newspapers in
print or machine readable form, which means the Act may also be applied to digital and audio
versions; the production, distribution, sale or exhibition of film or video recordings (including video
games); the production, distribution, sale or exhibition of audio or video music recordings; and the
publication, distribution or sale of music in print or machine readable form. The phrase "music in
print" means that the Act applies to sheet music.

Source: Annual Reports, Investment Act Canada. Viewed at: https://www.ic.gc.ca/eic/site/ica-
lic.nsf/eng/h 1k81126.html and https://www.ic.gc.ca/eic/site/ica-lic.nsf/vwapj/2017-
18ICAANnnualReport.pdf/$file/2017-18ICAAnnualReport.pdf. Government of Canada online
information. Viewed at: https://www.canada.ca/en/canadian-heritage/corporate/publications/plans-
reports/departmental-results-report-2017-2018/report-administration-investment-canada-
act.html#a6a and https://www.canada.ca/en/canadian-heritage/corporate/publications/plans-
reports/departmental-performance-report-2014-2015/main-report/report-administration-
investment-canada-act.html.

4 Albania, Bahrain, Madagascar, Moldova, Nigeria, United Arab Emirates, and Zambia.

50 Democratic Republic of Congo, Gabon, Georgia, Ghana, India, Kazakhstan, Kenya, Mauritania,
Mozambique, North Macedonia, Pakistan, Qatar, Rwanda, and Tunisia.

5t Government of Canada online information. Viewed at: http://www.international.gc.ca/trade-

commerce/consultations/fipa-apie/index.aspx?lang=eng.
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2.38. Canada's FTAs have also increasingly become important for providing an investment
framework. As at February 2019, the country had 12 FTAs in force that contained investment
chapters.>2 The recent CETA Investment Chapter provides more comprehensive coverage of
investment than earlier agreements and differs notably from previous Canadian FTAs in both
structure and content. This Agreement raised the investment threshold to CAD 1.5 billion, which, in
turn, raised the threshold for private-sector investors in existing FTAs to the same level, due to MFN
provisions. Furthermore, it will establish a permanent tribunal and appellate body for the resolution
of investment disputes. It also includes provisions for a mediation mechanism to resolve investment
disputes. The recent CPTPP also includes innovative provisions relating to investment. In addition to
raising the investment threshold to CAD 1.5 billion, as in CETA, the CPTPP's investment provisions
include a new exception, allowing the Parties to dismiss investor-state dispute settlement (ISDS)
claims that challenge a tobacco control measure as well as novel obligations limiting the Parties'
ability to impose performance requirements relating to technology.

2.4.2 Policy

2.39. The Government has worked to create an open, rules-based investment regime that facilitates
FDI in Canada. As discussed earlier, during the review period, Canada increased the net benefit
review thresholds under the ICA and introduced new national security transparency. Furthermore,
as part of its functions and mandate, the newly-created Invest in Canada Hub is expected to promote
Canada as a top destination for global investment and develop an economic brand; it is also to
develop and implement a national strategy to attract FDI to Canada.

2.40. One of the areas Canada has been working on in recent years is to improve the ISDS process
as it forms an integral part of its FIPAs and FTAs, by enhancing the transparency of the system, and
by reaffirming the rights of governments to regulate in the public interest. As part of this process,
investor-state dispute procedures in FIPAs and FTAs have become more detailed and more
transparent.

2.41. A public consultation process on FIPAs was launched in 2018, in order to modernize them and
seek input on their content (Section 2.4.1).53

2.42. In 2017, the Canadian Advisory Council on Economic Growth conducted a survey and study
on improving the environment for investment based on input from the private sector.>* Canadian
businesses rated Canada low with respect to the regulatory environment, costs, and taxes. As such,
the report made a number of recommendations, in particular to establish an agile regulatory system,
modernize the tax system through a targeted review, and expand certain advisory or support
programmes.>>

2.43. In response to this report and other input from stakeholders, Budget 2018 outlined the
Government's commitment to a regulatory reform agenda with a series of announcements. The
November 2018 Fall Economic Statement then launched additional initiatives. As a result of these,
the Government committed to a number of regulatory improvements, for example targeted reviews
of regulations to address bottlenecks to innovation and economic growth in key sectors. With regard
to modernizing the tax system through a targeted review, as proposed by the Advisory Council, this
has not been undertaken. However, the Fall Economic Statement introduced certain accelerated
depreciation measures in order to encourage business investment in Canada (Section 1).5°

52 UNCTAD online information. Viewed at:
https://investmentpolicyhub.unctad.org/ITIA/AdvancedSearchBITResults; and information provided by the
authorities.

53 Global Affairs Canada online information. Viewed at: https://www.canada.ca/en/global-
affairs/news/2018/08/minister-carr-launches-public-consultation-on-foreign-investment-promotion-and-
protection-agreements.html; and Government of Canada online information. Viewed at:
http://www.international.gc.ca/trade-commerce/consultations/fipa-apie/privacy-
confidentialite.aspx?lang=eng& ga=2.231537823.1414648944.1537438189-1644062425.1536830157.

54 Advisory Council on Economic Growth online information, Investing in a Resilient Canadian Economy.
Viewed at: https://www.budget.gc.ca/aceg-ccce/pdf/investing-in-a-resilient-canadian-economy-eng.pdf.

55 Advisory Council on Economic Growth online information, Investing in a Resilient Canadian Economy.
Viewed at: https://www.budget.gc.ca/aceg-ccce/pdf/investing-in-a-resilient-canadian-economy-eng.pdf.

56 Government of Canada online information. Viewed at: https://www.budget.gc.ca/fes-
eea/2018/docs/statement-enonce/fes-eea-2018-eng.pdf.
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2.4.3 Restrictions

2.44. The economy is generally open to foreign investment, and Canada has taken further steps to
remove burdens for investors, such as raising the thresholds that subject investments to review.
However, there remain long-standing barriers to investment in a number of sectors (Table 2.4).
These include key sectors in the economy, such as mining, transport, and cultural industries. There
were some improvements in the transport sector since the last Review. In order to allow for more
competition in the domestic market, foreign ownership rules for airlines were liberalized through the
Transportation Modernization Act.>” Through this legislation, non-Canadians may now own up to
49% instead of just 25% of the voting interests of a Canadian air carrier providing passenger or
all-cargo air services, with some safeguards (see Table 2.4).

2.45. According to the OECD Restrictiveness Index from 2017, Canada ranks 33 out 36 countries
in terms of openness to FDI.>® However, Canada undertook a number of measures in the last few
years to improve its overall investment climate and attractiveness to FDI as described elsewhere in
this sub-section. It is noted that Canada ranks much higher in other rankings, such as the A.T.
Kearney Foreign Direct Investment Confidence Index, having moved up three places to second rank
in the 2018 Index, its highest ranking in the history of the ranking.>®

Table 2.4 Foreign investment restrictions, 2019

Industry sector
Fishing

Uranium mining

Air transport

Qil sands

Telecommunications

Broadcasting

Provision

Only Canadians or Canadian-controlled corporations
are permitted to obtain fishing licences. However, the
regulations specify that the Minister may issue a
licence to a foreign fishing vessel for certain purposes.
Foreign ownership of uranium mining properties is
limited to 49%, with the possibility of being exempted
from the Policy.

Foreign ownership of airlines is limited to 49%.
Notwithstanding the 49% ownership limit, there are
two safeguards: no more than 25% of the voting
interests can be owned directly or indirectly by any
single non-Canadian; and no more than 25% of the
voting interests can be owned by one or more non-
Canadians authorized to provide air services in any
jurisdiction.

Minister of ISED Canada will find the acquisition or
control of a Canadian oil sands business by a foreign
State-Owned Enterprise to be of net benefit to Canada
on an exceptional basis only.

Foreign investment in a facilities-based
telecommunications service supplier is restricted to
20% direct investment and 33.3% indirect
investment. Restrictions do not apply to satellite and
sub-sea facilities, and do not apply to providers with
less than a 10% revenue share of the
telecommunications market.

Foreign ownership of broadcasting programming and
distribution undertakings is limited to 20% of the
voting shares, in the case of operating corporations.
Additionally, the CEO and 80% of the Board of
Directors must be Canadian. In the case of holding
corporations, foreign ownership is limited to 33 1/3%
of the voting shares and there are no restrictions on
the nationality of the CEO and board members.
However, a non-Canadian parent corporation and its
directors must not control or influence any
programming decisions of the broadcasting
undertaking.

Reference
Coastal Fisheries Protection
Act

Non-Resident Ownership
Policy in the Uranium
Mining Sector

Canada Transportation Act,
as amended by the
Transportation
Modernization Act

Investment Canada Act
Policy Statement

Telecommunication Act

Broadcasting Act

57 Justice Laws online information, Transportation Modernization Act, Bill C-49, S.C. 2018, c. 10.
Viewed at: https://laws-lois.justice.gc.ca/eng/AnnualStatutes/2018 10/page-1.html.

58 OECD online information, FDI Restrictiveness. Viewed at: https://data.oecd.org/fdi/fdi-

restrictiveness.htm.

59 A.T. Kearney online information. Viewed at: https://www.atkearney.com/foreign-direct-investment-
confidence-index/full-report.
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Industry sector Provision Reference
Cultural industries:
Book publishing and | Foreign investment in new businesses is limited to ICA
distribution Canadian-controlled joint ventures, and foreign

acquisition of existing businesses is allowed under
certain conditions.

Periodical publishing | Foreign acquisitions of Canadian-owned and Canadian- | ICA
controlled periodical publishing businesses are not
permitted. Foreign investment in the periodical
publishing sector is allowed under certain conditions.
Film distribution Foreign acquisition of a Canadian-controlled distributor | ICA
is not allowed. Foreign investment in new distribution
businesses is allowed under certain conditions.

Source: WTO Secretariat, based on information provided by the authorities.
2.4.4 Incentives and promotion

2.46. An important development during the review period was the creation of Invest in Canada, a
departmental corporation that aims to increase Canada's ability to attract and facilitate high-impact
FDI and the jobs that come with it. Launched in March 2018, the Government is providing
CAD 145 million over five years to create the organization, which promotes Canada as a premier
investment destination and helps accelerate global investment. Invest in Canada works closely with
Global Affairs Canada's Trade Commissioner Service (TCS) to support foreign investors to establish
or expand their operations in Canada and leverage increased TCS expertise.

2.47. The Government is also providing CAD 55 million over five years, and an additional
CAD 14 million ongoing, to Global Affairs Canada to increase the TCS' capacity to promote Canada
as an investment destination in strategic markets around the world. The TCS continues its role in
helping companies penetrate foreign markets by promoting Canada's economic, trade, and
investment interests. It operates over 160 trade offices in Canada and around the world, offering a
global network that provides market intelligence and related business services.

2.48. One of the government programmes to attract FDI is the Invest Canada-Community
Initiatives (ICCI) contribution programme, which has been in operation since 2006.%° The ICCI
provides funds to Canadian communities that wish to improve their capacity to attract, retain and
expand FDI, with the overall goals of creating jobs, stimulating innovation, and increasing exports.
The programme does not give direct incentives to businesses, rather it provides contributions to
non-profit partnerships with local communities. These grants, or contributions, range from
CAD 3,000 to CAD 300,000 for a period of one year, based on a competitive application process;
total government support cannot exceed 50% of eligible expenses.®! For 2019, the ICCI programme
is supporting 85 organizations across Canada, with CAD 5.3 million in funding provided by the
Federal Government.52

2.49. The Foreign Trade Zones — Marketing Program (FTZ-MP) was a pilot programme designed to
market Canada's foreign trade zone (FTZ) advantage and attract FDI. It provided financial support
to regional organizations and non-profit organizations to promote local FTZ-type benefits linked to
strategic locations across the country. The FTZ-MP pilot ended on 31 March 2018.

2.50. The "Invest in Canada" webpage provides information on various incentive programmes to
potential investors. It lists more than 800 incentive programmes across Canada that cover a wide
range of assistance, such as grants, loans, guarantees, tax refunds and credits, wage subsidies,
equity investments, etc.®3® Many of these are general incentives open to all businesses, both in
Canada and to potential investors, while others are targeted at specific industries, regions,
minorities, etc. Very few provide incentives specifically to attract foreign direct investors. However,

80 The Canadian Trade Commissioner Service online information. Viewed at:
http://www.tradecommissioner.gc.ca/funding-financement/icci-icic/about-icci-propos-icic.aspx?lang=eng.

61 The Canadian Trade Commissioner Service. Viewed at: http://www.tradecommissioner.gc.ca/funding-
financement/icci-icic/fag-document.aspx?lang=eng.

62 The Canadian Trade Commissioner Service. Viewed at: http://www.tradecommissioner.gc.ca/funding-
financement/icci-icic/154730.aspx?lang=eng.

63 Invest in Canada online information. Viewed at:
https://www.investcanada.ca/incentives#business tool.
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the Investment Attraction Fund of the Department of Tourism, Culture, Industry and Innovation of
the Province of Newfoundland and Labrador provides customized financial assistance to attract
large-scale businesses and FDI to the province.®* The financial assistance is awarded to inward
investors for establishing a business in the province or expanding a business as a result of FDI, after
making a successful application and meeting certain criteria.

64 Tourism, Culture, Industry and Innovation of the Province of Newfoundland and Labrador online
information. Viewed at: https://www.tcii.gov.nl.ca/invest/invest attr fund.html.



https://www.tcii.gov.nl.ca/invest/invest_attr_fund.html

WT/TPR/S/389/Rev.1 ¢ Canada

-43 -

3 TRADE POLICIES AND PRACTICES BY MEASURE
3.1 Measures Directly Affecting Imports
3.1.1 Customs procedures, valuation, and requirements

3.1. The Customs Act! and its implementing regulations, inter alia, the Reporting of Imported Goods
Regulations? and the Transportation of Goods Regulations3, provide the main framework for import
procedures in Canada. During the review period, there were no significant amendments to the
Customs Act, but there were several changes and clarifications with respect to, inter alia, regulations
concerning reporting requirements resulting from the implementation of the Advance Commercial
Information (ACI) programme. Moreover, the Canada Border Services Agency (CBSA) issued several
Customs Notices and D-Memoranda* regarding new initiatives such as the Single Window Initiative
(SWI) and Phase 1 of the CBSA Assessment and Revenue Management (CARM).

3.2. The CBSA is responsible for implementing customs procedures. Importers of commercial goods
must be registered with the CBSA to obtain a business number from the Canada Revenue Agency
(CRA) to open an import/export account. This account is free of charge. Importers may use a licensed
customs broker® to transact with the CBSA, but they remain responsible for the accounting
documentation and for payments of duties and taxes. Importers must provide proof of origin, which
may be in the form of a commercial invoice, a Canada Customs Invoice, a Form A, a Certificate of
Origin, an Exporter's Statement of Origin, or any other documentation that indicates the country of
origin of the goods. Each tariff treatment requires specific proof of origin as set out in regulations.®
The CBSA has the authority to examine shipments randomly, to verify compliance with respect to
origin, tariff classification, and value for duty of imported goods.” Advance rulings for tariff
classification and origin under a free trade agreement (FTA), and National Customs Rulings for
valuation and origin (non-FTAs) are issued by the CBSA upon request.® All commercial goods must
be reported to the CBSA using a Cargo Control Document or the Electronic Data Interchange (EDI)
system.

3.3. For the release of imported merchandise, either of two methods may be followed. The first
method is through the full accounting of documents and the payment of duties for the release of the
goods. The import documentation requirements for this method remain broadly as in Canada's
previous Review, including two copies of Form A8A-B, the Cargo Control Document (CCD),
two copies of Form CI1, the Canada Customs Invoice (or the commercial invoice that contains the
data), and a paper copy of all import permits, certificates, licences, or required documents from
other government departments and agencies, or an electronic copy for EDI participants.?®
Alternatively, importers and licensed customs brokers can obtain the release of goods prior to the
payment of duties through the Release on Minimum Documentation (RMD).1% To take advantage of
the RMD, the importer must follow an application process, which includes posting an approved
amount of security with the CBSA. This option, which is generally used by established importers with
high import volumes, requires the electronic transmission of RMD release requests using the EDI
system, with certain exceptions.

! Customs Act (R.S.C., 1985, c. 1 (2nd Supp.)), last amended on 21 June 2018. The CBSA's mandate is
governed by the Canada Border Services Agency Act (S.C. 2005, c. 38), last amended on 10 February 2007.

2 The Reporting of Imported Goods Regulations (SOR/86-873), last amended on 24 October 2015.

3 Transportation of Goods Regulations (SOR/86-1064), last amended on 24 October 2015.

4 The D-Memoranda provide a series of guidelines, regulations, policies, and procedures on
CBSA-related issues. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/menu-eng.html.

5 Customs Act, Section 9; and CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/services/cb-cd/.

6 CBSA online information. Viewed at: https://cbsa-asfc.gc.ca/publications/dm-md/d11/d11-4-2-
eng.html.

7 Customs Act, Section 42.01.

8 Customs Act, Section 43.1(1)(c); and CBSA online information. Viewed at: http://www.cbsa-
asfc.gc.ca/publications/dm-md/d11/d11-11-1-eng.html.

° CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/import/release-dedouanement-
eng.html#p214 17746.

10 The RMD allows importers to obtain the release of their goods by presenting data for interim
accounting. Full accounting data and payment are not required at the time of release but are required within
certain time-frames. CBSA online information. Viewed at: https://cbsa-asfc.gc.ca/import/release-
dedouanement-eng.html#p214 17746.
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3.4. Section 12.1(1) of the Customs Act mandates the cargo carrier to provide advance cargo
information (ACI) for all cargo it is responsible for on board that conveyance. The implementation
of the ACI/eManifest programme was the most significant change to customs procedures during the
period under review.!! The ACI programme aims at enhancing the CBSA's capacity to undertake
pre-arrival risk assessments of goods arriving to Canada, as well as to facilitate trade. The
programme became operational in all modes of transportation (i.e. air, marine, rail, and highway)
after the eManifest requirements for all highway and rail shipments became legally binding in
July 2015.12 When fully implemented, all commercial clients (i.e. carriers, freight forwarders, and
importers) will be required to provide CBSA officers with electronic pre-arrival
information: ACI/eManifest requirements are currently mandatory for carriers in all modes, and for
freight forwarders in air and marine modes, but there are no mandatory importer time-frames for
any mode (Table 3.1). The transition period of the eManifest programme continued for freight
forwarders after the CBSA decided to delay the mandatory implementation date in May 2017 (i.e. no
penalties for non-compliance).13 As of January 2019, importers were not yet covered in the eManifest
programme.

3.5. ACl/eManifest's commercial reporting requirements and time-frames for submitting required
documentation differ depending on the mode of transportation and the type of commercial client
(Table 3.1).'* In addition, transmitting an electronic Conveyance Arrival Certificate Message (CACM)
prior to arrival became mandatory for air, marine, and rail carriers; and a Warehouse Arrival
Certification Message (WACM) for operators of all types of CBSA-licensed sufferance warehouses in
May 2015.15 Certain types of importations may be exempt from the requirement for pre-arrival
information, in cases such as: a Customs Self-Assessment (CSA) approved shipment; approved
shipments valued at less than CAD 2,500, under the Courier Low Value Shipment (LVS) programme
for CBSA's approved couriers; and vehicles and equipment for use in emergency situations.1® Even
if exempted from advance electronic information requirements, all goods imported into, or moving
in-transit through, Canada must be reported to the CBSA at the first port of arrival. Pre-arrival
information must be transmitted electronically through the EDI or the eManifest Portal. The latter,
available for highway carriers and freight forwarders, was originally intended for use primarily by
small to medium-sized businesses.!” The eManifest Portal is not used by rail, air or marine carriers.
However, it is used by freight forwarders in all modes.

Table 3.1 Time-frames for submission of pre-arrival information by mode and commercial
client

(v mandatory; A not yet mandatory, no penalties for non-compliance as of January 2019; X not mandatory)

Type of information by commercial client

Timeframe

Carriers Freight forwarders Importers

Cargo and Seconglary |nforme?t|op Advance
conveyance (including house bills in :

. . - . - : electronic

information (including bond and in-transit

- . ) ) trade data

in-transit shipments) shipments)

Marine 24-96 hours, depending on
the type and origin of v Y X

goods

11 The ACI programme was introduced in three separate phases: the marine mode (2004), the air mode
(2006), and the eManifest.

12 Canada Gazette online information. Viewed at: http://www.gazette.gc.ca/rp-pr/p2/2015/2015-05-
06/html/sor-dors90-eng.html.

13 CBSA Customs Notice CN 17-15.

4 The Reporting of Imported Goods Regulations; the Memoranda-D3 (transportation) series, namely
D3-2-1 (air); D3-4-2 (highway); D3-5-1 (marine); and D3-6-6 (rail).

15 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/prog/aci-manif-ipec/menu-
eng.html. The electronic CACM must be transmitted by registered participants using an EDI method, after the
commercial conveyance arrives in Canada. In the case of the marine mode, the CACM must be transmitted
when the marine vessel lands at a CBSA office upon arrival in Canada. The CACM can be transmitted and
received by the CBSA within a two-hour window prior to arrival, conditional on the vessel being within
Canadian waters at the time the arrival request is submitted to the CBSA. In the case of the air mode, the
CACM must be transmitted without delay after the aircraft that is transporting the cargo is cleared to land at an
airport in Canada. For the rail mode, the CACM must be transmitted electronically up to 30 minutes in advance
of the actual arrival of the conveyance at the Canadian border.

16 Detailed are prescribed in the Memoranda D-3 series: Memoranda D3-2-1 (air); D3-4-2 (highway);
D3-5-1 (marine); and D3-6-6 (rail).

17 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/prog/manif/portal-portail-eng.html.



http://www.gazette.gc.ca/rp-pr/p2/2015/2015-05-06/html/sor-dors90-eng.html
http://www.gazette.gc.ca/rp-pr/p2/2015/2015-05-06/html/sor-dors90-eng.html
http://www.gazette.gc.ca/rp-pr/p2/2015/2015-05-06/html/sor-dors90-eng.html
http://www.gazette.gc.ca/rp-pr/p2/2015/2015-05-06/html/sor-dors90-eng.html
https://www.cbsa-asfc.gc.ca/prog/aci-manif-ipec/menu-eng.html
https://www.cbsa-asfc.gc.ca/prog/aci-manif-ipec/menu-eng.html
https://www.cbsa-asfc.gc.ca/prog/aci-manif-ipec/menu-eng.html
https://www.cbsa-asfc.gc.ca/prog/aci-manif-ipec/menu-eng.html
https://www.cbsa-asfc.gc.ca/prog/manif/portal-portail-eng.html
https://www.cbsa-asfc.gc.ca/prog/manif/portal-portail-eng.html
https://www.cbsa-asfc.gc.ca/prog/manif/portal-portail-eng.html

WT/TPR/S/389/Rev.1 ¢ Canada

- 45 -

Type of information by commercial client

Timeframe

Carriers Freight forwarders Importers
Air 4 hours prior to arrival, or
at the time of departure if
the flight is less than v 4 X
4 hours in duration
Rail 2 hours prior to arrival v A X
Highway | 1 hour prior to arrival v A X
Source: Information compiled by the WTO Secretariat, based on CBSA online information. Viewed at:

https://www.cbsa-asfc.gc.ca/prog/aci-manif-ipec/menu-eng.html; the Reporting of Imported Goods
Regulations; and the Memoranda-D3 (transportation) series.

3.6. In addition to the ACI programme, the CBSA continued to facilitate the movement of goods by
providing streamlined border processes through various programmes, including with Canada's key
trading partners, especially the United States!8, as noted in the previous Review. These programmes
include the Free and Secure Trade Program (FAST), the Commercial Driver Registration Program
(CDRP), the Release Prior to Payment (RPP) Privilege, and Warehousing (Table 3.2). Since the last
Review, the CBSA has rolled out two new initiatives to facilitate trade, namely the Single Window
Initiative (SWI), and Phase 1 of the CBSA Assessment and Revenue Management (CARM). Also, the
Cargo Control and Sufferance Warehouse Modernization (CCSWM) initiative was subject to a few
changes in procedures and rules.

Table 3.2 Main CBSA trade facilitation and border security programmes

Programme

Commercial
Driver
Registration
Program (CDRP)

Release Prior to
Payment (RPP)
Privilege

Warehousing,
and Cargo
Control and
Sufferance
Warehouse
Modernization
(CCSWN)

Description
Trade Facilitation Programmes

The CDRP provides commercial drivers with access to an
expedited border crossing, simplifies the declaration
process (e.g. paying duties and taxes), and extends
participation in other programmes such as FAST (see
below). The CBSA periodically reviews an approved
driver's application/vehicle to ensure compliance with
CDRP requirements.

The RPP Privilege allows importers or customs brokers to
obtain the release of goods before duties and taxes are
paid. All goods are eligible (including controlled and
regulated goods).

Shipments may be moved beyond the border or an
airport without having cleared customs but remain under
customs control.

Three types of warehouses exist:

Sufferance warehouse: privately-owned and -operated
facilities licensed by the CBSA for the control, short-term
storage, transfer, delivery and examination of in-bond
goods pending release from customs.

Bonded warehouse: Imported or domestic goods
destined for export remain in a bonded warehouse for up
to four years. These facilities provide a deferral of all
duties.

Place of safekeeping: If goods are not claimed by a client
from a sufferance warehouse after 40 days, they are
moved to a place of safekeeping at the client's expense.
These goods are forfeit to the Federal Government and
are subject to disposal.

Eligibility

Citizens or permanent residents of
Canada or the United States.

To qualify for the CDRP, applicants
must:

e be admissible to Canada and
have no criminal record that
has not been pardoned;

e not have violated customs or
immigration laws; or

e be deemed to be of good
character, meaning that the
CBSA is confident they will
comply with programme
obligations

Number of participants: 1,658
Importers or licensed customs
brokers who have posted a financial
security and obtained an account
security number.

A licence is required, to be issued
after complying with the initiative's
requirements and posting a financial
security with the CBSA.

18 public Safety Canada online information regarding the Beyond the Border Action Plan. Viewed at:
https://www.publicsafety.gc.ca/cnt/brdr-strtgs/bynd-th-brdr/ctn-pin-en.aspx.
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Programme
Single Window
Initiative (SWI)

CBSA
Assessment and
Revenue
Management
(CARM) Accounts
Receivable
Ledger (ARL)

Description

The SWI allows importers to provide all the regulatory
import requirements of multiple government agencies
via a single electronic transmission of shipment
information through the Integrated Import Declaration
(IID) platform for both regulated and non-regulated
goods.

Automatizes Phase 1 of the CARM that supports the
payment of duties and tax revenues. Implementation of
the ARL accounting system.

Trusted Traders Programmes

Customs Self-
Assessment
Program (CSA)

Partners in
Protection (PIP)
Programme

The CSA Program provides a streamlined accounting and
payment process, and the option of streamlined
clearance for eligible goods. Goods must be shipped
directly from the United States or Mexico by pre-
approved importers, carriers or registered drivers.
Prohibited, controlled or regulated imports are not
eligible. Other government department requirements
(i.e. permit, licence) must generally be met before the
release of goods.

The CSA Program is comprised of two components:

e accounting, revenue reporting, payment and
adjustment: importers use the CSA accounting and
payment processes for all commercial goods they
import, regardless of the clearance process used to
report the goods; and

e clearance (transportation and reporting of goods): an
optional reporting and release process available to
CSA importers when using a CSA carrier and a
FAST/CDRP-registered driver to carry CSA-eligible
goods into Canada, i.e. goods that are shipped directly
to Canada from continental United States or Mexico,
that are not prohibited, controlled or regulated, and
that are not subject to the release requirements of
any other government department.

CSA-approved participants may be exempted from
ACI/eManifest requirements.

CSA-Platinum is a benefit of CSA available to approved
CSA importers that demonstrate a superior level of
effectiveness and reliability with respect to internal
controls and compliance directly related to this trader
programme. Once approved, participants can conduct
their own self-testing of trader programme compliance,
which allows the CBSA to invest its post-release
verification resources in areas of higher or unknown risk.
Once approved, participants receive enhanced benefits
that extend beyond their CSA membership benefits.

PIP is a voluntary programme, with no membership fee,
that enlists the cooperation of private industry to
enhance border and trade chain security. In return,
programme members are offered benefits such as lower
rates of examination, access to FAST lanes, and
supplemental benefits through signed mutual recognition
arrangements (MRAs) with compatible foreign
programmes. The CBSA currently has seven signed
MRAs, with the United States, Japan, the Republic of
Korea, Singapore, Mexico, Israel, and Australia.

The Trusted Trader Portal (online tool) is available to
members and applicants.

The harmonization of the CBSA's PIP and the United
States' Customs and Border Protection (CBP)'s Customs
Trade Partnership Against Terrorism (CTPAT)
programmes for highway carriers was implemented in
September 2018.

Eligibility
Importers or licensed customs
brokers.

Importers or licensed customs
brokers.

Importers and carriers must
undergo a risk assessment and
demonstrate that their systems
support CSA requirements (e.g.
audit trails, internal controls, and
policies and procedures).
Importers: residents of Canada and
the United States with a history of
actively importing for at least 90
days.

Carriers must have posted a
minimum security of CAD 25,000;
they must have actively transported
commercial goods to or from
Canada for at least 90 days.
Number of participants: 107
importers and 992 carriers as of
November 2018.

Applicants must be solvent; have a
good record of compliance with the
CBSA; have no convictions; meet
minimum security requirements in
the areas of procedural, physical,
information technology and cargo
handling security; have facilities
located in Canada or the United
States; and successfully pass an on-
site inspection to confirm
compliance with the programme's
security requirements.

Importers, exporters, carriers
(including couriers), freight
forwarders, warehouses (including
marine terminal operators), customs
brokers and shipping agents are
eligible to apply.




WT/TPR/S/389/Rev.1 ¢ Canada

-47 -

Programme

Free and Secure
Trade Program
(FAST) - Joint
programme
between the
CBSA and the
United States
Customs and
Border
Protection (CBP)

Description

The authorities noted that the CBSA is currently working
towards the merger of its CSA and PIP programmes into
one simplified, more enticing and better-automated
programme, centred on supply chain security, with an
added focus on customs and trade compliance.

FAST is a commercial clearance initiative of the CSA and
PIP programmes, designed to ensure safety and security

while expediting legitimate trade across the Canada-U.S.

border by approved companies and approved carriers
using registered drivers. Dedicated FAST lanes are
located at five specific highway ports of entry: Windsor,
Sarnia, Fort-Erie, Emerson and Pacific Highway.
FAST-eligible goods must meet the following conditions:
goods must be shipped directly to Canada from the
continental United States or Mexico; prohibited,
controlled or regulated imports are not eligible; and

Eligibility

As of November 2018,

1,633 members (of which 816 were
CSA members).

Carriers and importers must be
authorized under the CSA and/or
the PIP programme, and the driver
must be registered in either the
FAST-Commercial Driver Program or
Commercial Driver Registration
Program (CDRP).

To use a FAST lane, CSA-approved
carriers must use a CDRP- or FAST-
approved driver and carry CSA-

goods should not be subject to the release requirements
of any other government department.

eligible goods for a CSA-approved
importer.

To qualify for FAST, applicants
must:

e be admissible to Canada and
have no criminal record that
has not been pardoned;

e not have violated customs or
immigration laws;

e be deemed to be of good
character, meaning that the
CBSA is confident they will
comply with programme
obligations; and

e be 18 years old or over and
possess a valid driver's licence.

All FAST participants (drivers,
carriers and importers) must have
undergone a risk assessment as
part of their enrolment in the PIP,
CSA and CDRP/FAST programmes.

Number of participants: 58,219

Source: Information compiled by the WTO Secretariat, based on CBSA online information. Viewed at:
https://www.cbsa-asfc.gc.ca/menu-eng.html; https://www.cbsa-asfc.gc.ca/prog/fast-expres/driv-

chauff-eng.htm; and https://www.cbsa-asfc.gc.ca/prog/cdrp-picsc/menu-eng.html#a2.

3.7. The Single Window Initiative (SWI)!°, which was initially launched in March 2015, allows
importers to provide all the regulatory import requirements of multiple government agencies via a
single electronic transmission of shipment information through the Integrated Import Declaration
(IID) platform, both for regulated and non-regulated goods.2° The IID submission can be sent to the
CBSA for processing up to 90 days prior to the arrival of the goods. The CBSA transmits the data
from importers directly to the appropriate department or agency responsible for regulating the
goods. The department/agency assesses the information provided and submits any border-related
decisions to the CBSA as required. In November 2018, there were nine participating government
departments and agencies in the SWI, representing 38 government programmes (Table 3.3).2! In
the future, the IID will be the only electronic release request option available for goods regulated by
Participating Government Agencies (PGAs), since the current available option to release decisions of
goods through the Pre-Arrival Review System (PARS) and the Release on Minimum Documentation
(RMD) system will be replaced with the IID by 2019.22 The authorities noted Canada's intention to
decommission the PARS and the RMD on 1 April 2019. However, application of both systems for
non-regulated goods will remain until at least 2020.

1% The SWI reflects a commitment made by Canada and the United States under the Beyond the Border
Action Plan, a joint initiative of the United States and Canada. Viewed at:
https://www.publicsafety.gc.ca/cnt/brdr-strtgs/bynd-th-brdr/ctn-pln-en.aspx.

20 CBSA Customs Notice 17-09, 21 March 2017.

21 CBSA Customs Notice 17-09, 21 March 2017.

22 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/prog/sw-gu/menu-eng.html.
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Table 3.3 Single Window Initiative's participating government departments and agencies,

and their programmes

Government
departments/agencies
Canadian Food Inspection
Agency

Canadian Nuclear Safety

Programmes

All Programs (Animal Health, Feed, Fertilizer Safety, Food, Plant Health,
Plants with Novel Traits, and Seed)
Nuclear Substances and Equipment

Commission
Environment and Climate
Change Canada

Hazardous Waste and Hazardous Recyclable Materials

Ozone Depleting Substances and Halocarbon Alternatives

Vehicle and Engine Emissions Program

Wildlife Enforcement

Trade Tracking

Aquatic Invasive Species

Aquatic Biotechnology

Import Controls of Agricultural, Steel and Textiles and Clothing Products
Consumer Product Safety; Human Drugs; Natural Health Products;
Importation of Controlled Substances and Precursors; Veterinary Drugs;
Radiation Emitting Devices; Blood and Blood Components;

Cells, Tissues and Organs; Active Pharmaceutical Ingredients;

Donor Semen; Medical Devices; Pesticides

Office of Energy Efficiency; Explosives; Kimberley Process (Rough
Diamonds)

Pathogens and Biological Toxins

Fisheries and Oceans Canada

Global Affairs Canada
Health Canada

Natural Resources Canada

Public Health Agency of
Canada

Transport Canada Importation of Tires

Importation of Vehicles - CMVSS®? Appendix G
Importation of Vehicles - CMVSS Appendix F
Importation of Vehicles - CMVSS Case-by-Case
Importation of Vehicles - FMVSSP Standard
Importation of Vehicles - FMVSS Case-by-Case
Importation of Vehicles - Canadian Vehicles Returning
Importation of Vehicles - Age Exempt

Importation of Vehicles - Unregulated

Importation of Vehicles for Parts

a Canadian Motor Vehicle Safety Standards.
b Federal Motor Vehicle Safety Standards.
Source: CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/prog/sw-gu/ogd-amg-eng.html.

3.8. The CBSA Assessment and Revenue Management (CARM) is a multi-year project, implemented
in four phases from 2014 to 2021, to modernize the CBSA's assessment and revenue processes
relating to the importation of commercial goods. Under the first phases of CARM (2014-16), the
Accounts Receivable Ledger (ARL), a fully integrated and centralized accounting system, came into
effect in January 2016.23 The ARL allows for the off-setting of account credits (refunds) against
debits (amounts payable), and offers users more comprehensive accounting statements (inter alia,
in-depth duty and tax payment details) and new electronic payment options (i.e. due date/late
payment, Canadian currency only, and no cash payments).?* CARM Phase 2, which intends to
streamline the assessment and collection of revenue from importers through financial controls and
reporting, started in March 2018 and is currently (February 2019) underway.?>

3.9. Since 2013, under the Cargo Control and Sufferance Warehouse Modernization (CCSWN)
initiative, the CBSA reviewed its cargo and sufferance warehouse policies and regulations, with
regard to the in-bond movement of imported goods and the storage requirements of imported
goods.2% In September 2017, the CBSA amended delivery requirements by authorizing consolidated

23 CBSA Customs Notice 16-06, 25 February 2016; CBSA Customs Notice 16-19, 21 July 2016; and
CBSA Memorandum D17-5-1, 16 October 2017.

24 According to CBSA Memorandum D17-5-1, customs account holders with monthly account balances of
more than CAD 50,000 must submit their payments electronically. Moreover, paragraph 25 provides other
payment options if electronic payment is not possible.

25 CBSA, Departmental Plan 2018-19, Part III - Departmental Expenditure Plans. Viewed at:
https://www.cbsa-asfc.gc.ca/agency-agence/reports-rapports/rpp/2018-2019/index-eng.html.

26 CBSA online information. Viewed at: http://www.cbsa.gc.ca/import/ccswm-meacf/menu-eng.html.
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and unreleased cargo to move directly to a sufferance warehouse (Type CW?27) without being
re-manifested.28 The Customs Notice 17-28 Update - Changes to the Canada Border Services Agency
Policies respecting the Importation and Transportation of Goods (Delivery Requirements of
Consolidated Cargo to Type CW Sufferance Warehouses) was published the same month, in support
of these amended requirements; this policy remains in effect.

3.10. In general, CBSA decisions may be appealed to the Recourse Directorate at the CBSA's
Corporate Affairs Branch, for review. Recourse Directorate officials are responsible for conducting an
independent review, on behalf of the Minister or President of the CBSA, to determine if the decision
or action taken was correct. Reviewing officials may seek technical clarification from CBSA experts,
or other government departments, when necessary.?° Between 2015 and 2018, there were
2,492 requests (to the Recourse Directorate) for re-determination of trade programme matters
(i.e. tariff classification, origin, or value of duty). The result of the recourse review may be appealed
to an appropriate court, tribunal, or commission, depending on the type of appeal. For trade-related
matters, the Recourse Directorate's decisions may generally be further appealed to the Canadian
International Trade Tribunal (CITT). The CITT's decision may then be appealed to the Federal Court
of Appeal. Between 2015 and 2018, 219 appeals relating to trade matters were filed in the CITT
under the Customs Act, of which the majority related to tariff classification.3°

3.11. The Administrative Monetary Penalty System (AMPS) grants the CBSA the mandate to impose
monetary penalties for non-compliance with the CBSA's customs legislative, regulatory and
programme requirements. There has been no major change to the AMPS since the last Review. All
AMPS contraventions are listed in the Master Penalty Document, including penalties for
non-compliance related to the ACI programme.3! The AMPS's Master Penalty Document lists (as of
January 2019) 152 contraventions related to failure to comply with requirements identified in the
Customs Act, Customs Tariff and related regulations. Each contravention included in the list provides
the description of the failure to comply, the penalty amounts, references (i.e. legislation,
D-Memorandum), and guidelines for application of penalties regarding the contravention. The
Designated Provisions (Customs) Regulations outline the sections of the Customs Act, the Customs
Tariff, the Special Import Measures Act (SIMA), and other regulations that relate to the AMPS
programme.32 Only obligations that are legislatively mandated are subject to AMPS penalties. Unless
otherwise indicated, penalties are normally applied by a CBSA officer.33 The AMPS is a graduated
system of monetary penalties, with higher penalties assessed for repetition of the same infraction.
Under the AMPS, the maximum penalty amount for a single contravention is CAD 25,000.34 In the
CBSA's assessment of penalties, it takes into account factors such as the type of infraction, the
frequency and severity of the infraction, and the compliance history of the client. From 2015 to
2018, there were about 98,000 contraventions by importers, carriers and warehouse operators,
representing a net penalty amount of over CAD 29.3 million.3> During the review period, the most
frequent non-compliance cases, which were subject to AMPS penalties, included: failure to provide
pre-arrival information (ACI) to the CBSA by carriers, mainly failure to comply with mandatory
ACI/eManifest requirements for highway carriers; failure to pay duties by importers; and the
unauthorized removal of goods from warehouses (Table 3.4).

27 Type CW refers to warehouses operated by a consolidator, a deconsolidator, a bonded freight
forwarder, or a customs broker.

28 CBSA Customs Notice 17-28, 13 September 2017.

29 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/recourse-recours/impartial-
eng.html. The Enhanced Complaint Mechanism (ECM) was introduced in 2011 in the recourse programme. The
ECM provides commercial clients with a centralized system to submit complaints, comments, and compliments,
as noted in the previous Review. The Recourse Directorate is responsible for monitoring and reporting on ECM
feedback.

30 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/recourse-recours/decisions-
eng.html.

31 CBSA, Master Penalty Document, last revision, January 2019. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/amps/mpd-dmi-eng.html.

32 Schedules I and II of the Designated Provisions (Customs) Regulations (SOR/2002-336), last
amended on 11 March 2016.

33 CBSA, Master Penalty Document, last revision, January 2019. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/amps/mpd-dmi-eng.html.

34 CBSA Memorandum D22-1-1, 30 January 2015.

35 Government of Canada, National Administrative Monetary Penalty (AMPS) Statistics. Viewed at:
https://open.canada.ca/data/en/dataset/86d88f96-2a6f-435f-82cd-1c427f764 1ff.
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Table 3.4 AMPS by category and client type, 2015-18
Net penalty % of total

Category by client type amount penalty
CAD 1,000 amount
Total 29,319 100.0
Carrier 17,263 58.9
Advance Commercial Information (ACI) 10,674 36.4
C378 Failed to submit the prescribed pre-load/pre-arrival information 9,331 31.8
Report of Goods and Conveyances 3,891 13.3
C023 Failed to report conveyances inbound and/or upon arrival 2,854 9.7
Importer 10,382 35.4
Corrections — Trade Data 3,826 13.1
C352 Failed to pay duties 1,925 6.6
Release 1,648 5.6
C360 Failed to account, or failed to provide interim accounting, for imported 1,192 4.1
goods at time of the release request
Information 1,244 4.2
CO005 Provided incorrect or incomplete information to an officer 792 2.7
Customs Self-Assessment (CSA) 818 2.8
C246 Failed to account for goods in the prescribed manner or within the 815 2.8
prescribed time
Warehouse Operator 1,673 5.7
Movement and Storage of Goods 1,253 4.3
C033 Removed goods not released from a CBSA office or sufferance 1,253 4.3
warehouse, without CBSA authorization.

Source: WTO Secretariat's calculations, based on data received from the Government of Canada; and
National Administrative Monetary Penalty (AMPS) Statistics. Viewed at:
https://open.canada.ca/data/en/dataset/86d88f96-2a6f-435f-82cd-1c427f764 1ff.

3.12. Upon receipt of the CBSA's notice of penalty assessment, a commercial client may ask for a
review of the CBSA's decisions and has 90 days to request a correction or a redress process through
a ministerial review.3® The payment of the penalty is deferred until a decision is rendered.
Cancellation or amendment of an enforcement action or trade decision will only occur if the review
determines the action taken was incorrect, in law or in the application of policy. Officials within the
CBSA's Recourse Directorate cannot cancel or amend enforcement actions or trade decisions for lack
of intent to contravene the law. Between 2015 and 2018, 1,409 corrections and 3,415 redress
actions were completed; both corrections and redress actions imply ministerial reviews and require
a decision by the Minister. In the case of redress actions, the Minister makes the decision directly,
while for corrections the decision can be delegated to other CBSA personnel.

3.1.1.1 Trade facilitation

3.13. Canada ratified the WTO Trade Facilitation Agreement (TFA) on 16 December 2016. Since the
entry into force of the TFA on 22 February 2017, Canada, as a developed WTO Member, has been
bound by all commitments in the Agreement. Canada provided its notification on import, export and
transit procedures (Art. 1.4), TFA enquiry points (Art. 1.4), the operation of its single window
(Art. 10.4.3), measures on the use of customs brokers (Art. 10.6.2), and the contact points for the
exchange of information (Art. 12.2.2) on 3 July 2017.37 Although there is no notification related to
the formation of a National Committee on Trade Facilitation (Article 23.2) as yet, the Border
Commercial Consultative Committees (BCCCs) provide for formal consultations between CBSA
officials and private-sector stakeholders to discuss border-related policies, operation programmes,
and administrative procedures with respect to Canada's commercial trade.38

3.14. Canada has been a strong supporter of the WTO's work on trade facilitation and is a donor to
the Trade Facilitation Agreement Facility (TFAF).3° Canada has engaged in 12 programmes in

36 CBSA Memorandum D22-1-1, 30 January 2015. In a request for a Ministerial Review, the Minister of
Public Safety, through the Minister's delegated authorities, is asked to review and decide on the
appropriateness of the enforcement action or trade decision. The review is conducted by an impartial official
within the CBSA's Recourse Directorate. CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/recourse-recours/ministerial-ministeriel-eng.html.

37 WTO document G/TFA/N/CAN/1, 3 July 2017.

38 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/agency-agence/consult/bcce-
ccacf/menu-eng.html.

39 WTO online information. Viewed at: https://www.tfadatabase.org/.
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accordance with Article 22 of the TFA; its financial contribution to the TFAF in 2015 and 2016 was
CAD 35.8 million (disbursed).40

3.1.1.2 Customs valuation

3.15. Customs valuation rules are based on the Customs Act (Sections 44 to 56)%!, the Valuation
for Duty Regulations#?, the Direct Shipment of Goods Regulations*?, the Currency Exchange for
Customs Valuation Regulations**, and the Memoranda D-13 series.*> There were no substantial
changes to the Act or Regulations since the previous Review.

3.16. Canada's customs valuation is determined in accordance with the WTO Agreement on
Customs Valuation. The transaction value method is the primary method of valuation; value for duty
is based on the price paid or payable for imported goods.46 If this method cannot be used, the
Customs Act prescribes a hierarchy of alternative valuation methods.#” Moreover, the CBSA has
provided interpretations of specific valuation challenges for certain categories of goods, in order to
determine the value for duty, inter alia, used goods, used automobiles, certain information-based
products, and promotional material.*® The value for duty of all imported goods must be declared in
Canadian dollars at the Bank of Canada rate prevailing on the date of direct shipment of the goods
to Canada.*®

3.17. Designated CBSA officers review the customs value of imported goods, generally through a
risk-based post-importation verification of importer's records. In accordance with the Customs Act
(Sections 58-70), CBSA officers may re-determine or further re-determine the origin, the tariff
classification and/or the value for duty of the imported goods at any time within four years after the
date of the initial determination. Customs officers must notify importers of their decisions and the
rationale for them.5% Importers may request a re-determination or a further re-determination of the
customs value within 90 days of the notification of a decision by the CBSA, although this time-limit
may be extended under certain circumstances.>! Decisions of the CBSA may be appealed to the
Canadian International Trade Tribunal (CITT within 90 days, and may be appealed further to the
Federal Court of Appeal, and beyond that, the Supreme Court of Canada.>2 Of the appeals filed and
decided by the CITT in the period 2015-18, two related to value for duty®3; one value-for-duty
related decision was decided by the Federal Court of Appeal regarding an appeal filed prior to the
period of review.>*

3.1.2 Rules of origin

3.18. Canada maintains both preferential and non-preferential rules of origin. Canada's
non-preferential rules of origin are in place to, inter alia, distinguish most-favoured-nation (MFN)
imports from those under the General Tariff. There were no changes in the MFN rules of origin since
the previous Review. For goods to qualify for MFN tariff treatment, at least 50% of their production
cost must be incurred by the industry of one or more MFN beneficiaries (including Canada). In

40 WTO documents G/TFA/N/Can/2, 3 July 2017; and G/TFA/N/CAN/3, 15 August 2018.

41 Customs Act last amended on 21 June 2018.

42 Valuation for Duty Regulations (SOR/86-792).

43 Direct Shipment of Goods Regulations (SOR/86-876).

44 Currency Exchange for Customs Valuation Regulations (SOR/85-900).

45 CBSA, D-13 Memoranda series. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d13-
eng.html.

46 Customs Act, Section 48 (4); and Memorandum D13-4-3, 7 January 2014.

47 Other methods include: the transaction value of identical goods method (Section 49); the transaction
value of similar goods method (Section 50); the deductive value method (Section 51); the computed value
method (Section 52); and the residual basis of appraisal method (Section 53). Memorandum D13-3-1 provides
methods of determining value for duty.

48 CBSA, Memoranda D-13 series. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d13-
eng.html.

4% Memorandum D13-2-3, 25 February 2014.

50 Customs Act, Part III, Section 59.

51 Customs Act, Part III, Sections 60 and 60.1.

52 Customs Act, Part III, Section 67.

53 CITT AP-2014-012 (J. Lamb v. President of the Canada Border Services Agency and CITT AP-2017-
011 (J. Fersch v. President of the Canada Border Services Agency).

5 The CITT decision was upheld, and the appeal was dismissed. Viewed at: https://decisions.fca-
caf.gc.ca/fca-caf/decisions/en/item/108541/index.do?r=AAAAAQAOdmMFsdWUgZm9yIGR1dHKB.
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addition, goods must be finished in a country receiving MFN treatment, in the form in which they
are to be imported into Canada.>> A separate rule, which applies to only a limited number of imported
goods, exists for marking purposes. A commercial invoice, a Canada Customs Invoice, or any other
documentation indicating the country of origin may serve as proof of origin of the goods. There was
no change in Canada's non-preferential rules of origin in the period under review.>¢

3.19. Canada's FTAs, its unilateral preference programmes (General Preferential Tariff (GPT), Least
Developed Country Tariff (LDCT), and Commonwealth Caribbean Countries Tariff (CCCT)), and its
special trading relations with Australia and New Zealand all contain preferential rules of origin of
varying complexity (Table 3.5). In general, the rules stipulate, as stand alone or in
combination: (i) wholly obtained criteria for primary products; (ii) a change in the HS tariff heading
for goods that have undergone processing (tariff-shift rule); (iii) regional value content methods
that may specify minimum levels of regional content or maximum values of non-originating inputs
in the value of the final goods; or (iv) specific processing requirements that must be fulfilled for a
product to be considered an originating good. Canada's FTAs contain agreement-specific
requirements for the certificates (or statements) of origin to be provided upon request by the
importer claiming preferential tariff treatment. Canada's unilateral preference schemes do not
require certificates of origin to be stamped or signed by any authority in the country of origin.

Table 3.5 Overview of rules of origin criteria, 2018

Preferential programme Brief overview

or partner

General Preferential Tariff
(GPT)

MFN Treatment

Least Developed Country
Tariff (LDCT)

Commonwealth Caribbean
Countries Tariff (CCCT)

Australia Tariff (AUT)

New Zealand Tariff (NZT)

CETA
NAFTA
Chile
Colombia
Costa Rica
Panama
Peru

Israel

European Free Trade
Association (EFTA) (Iceland,

The value of non-originating materials must not exceed 40% of the ex-factory price
(SOR/2013-165).

At least 50% of their production cost must be incurred by the industry of one or
more MFN beneficiaries (including Canada) (SOR/98-33).

The value of non-originating materials must not exceed 80% of the ex-factory price
(75% threshold for apparel) (SOR/2013-165).

Wholly obtained or produced, or at least 60% of the ex-factory price of the goods
as packed for shipment to Canada must originate in one or more beneficiary
countries or Canada. The 60% qualifying content may be cumulated from various
beneficiary countries or Canada. The goods must be finished in the beneficiary
country in the form in which they were imported into Canada (SOR/98-36).

No less than 50% of the cost of production of the goods must be incurred in
Australia or Canada or both. The cost of production includes: (a) materials
(exclusive of duties and taxes); (b) labour; and (c) factory overheads. The goods
must be finished in Australia in the form in which they were imported into Canada
(SOR/98-35).

At least 50% of the cost of production of the goods must be incurred in New
Zealand or Canada or both. The cost of production includes: (a) materials (exclusive
of duties and taxes); (b) labour; and (c) factory overheads. The goods must be
finished in New Zealand in the form in which they were imported into Canada
(SOR/98-35).

Product-specific rules of origin based on tariff shift and, in some cases, contain a
process, value, weight or volume requirement.

55 The official version of the MFN Tariff Rules of Origin Regulations may be found on the Department of
Justice website. Viewed at: http://laws-lois.justice.gc.ca/eng/regulations/SOR-98-33/page-1.html.

56 Memorandum D11-4-3 of 4 April 2013 sets outs the Rules of Origin Respecting the Most-Favoured-
Nation Tariff. CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d11/d11-

4-3-eng.html.
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Preferential programme Brief overview

or partner

Liechtenstein, Norway and

Switzerland)

Jordan

Honduras

Republic of Korea

Comprehensive and

Progressive Trans-Pacific

Partnership

CUSMA Product-specific rules of origin based on tariff shift and, in some cases, contain a
process, value, weight or volume requirement. The rules of origin for passenger
vehicles, light trucks and heavy trucks include a requirement that 70% of the steel
and aluminium purchased by the vehicle producer be originating, and that a
percentage of the value of the vehicle be produced by workers earning at least
USD 16 per hour.

Source: Based on Government of Canada online information. Viewed at: http://www.international.gc.ca/.

3.20. Origin under the NAFTA is determined according to the rules of origin specified in Chapter IV
of the Agreement. In general, a good that incorporates non-originating materials is deemed to
originate in the NAFTA territory if each of these components undergoes an applicable change in tariff
classification, specified for each good in Annex 401. Canada's reliance on the United States as an
important supplier of inputs as well as a key export market implies that the NAFTA rules of origin
have become an important point of reference for the agreed rules of origin in Canada's other FTAs.>”
In many instances, the FTAs that Canada has concluded since NAFTA (1994) contain less stringent
origin rules than those contained in NAFTA, either through the acceptance of lower regional value
content or relaxation of the tariff shift or special processing rules.>® The regional value content
methods have also been modified in some instances by the "focused value" method, which uses
dedicated lists of inputs (rather than all inputs) when calculating the regional value content.

3.21. Under the CUSMA, as is the case under the NAFTA, origin is conferred to: (i) wholly produced
goods; (ii) goods produced entirely in the territory of one or more of the Parties using non-originating
materials, provided the good satisfies all applicable requirements of Annex 4-B (Product-Specific
Rules of Origin); (iii) goods produced entirely in the territory of one or more of the Parties exclusively
from originating materials; or (iv) (except for a good provided for in Chapters 61 to 63 of the
Harmonized System (HS)) produced entirely in the territory of one or more of the Parties; and one or
more of the non-originating materials provided for as parts under the HS used in the production of
the good cannot satisfy the requirements set out in Annex 4-B (Product-Specific Rules of Origin)
because both the good and its materials are classified in the same subheading, or in a heading that
is not further subdivided into subheadings, or the good was imported into the territory of a Party in
an unassembled or disassembled form but was classified as an assembled good, and the regional
value content of the good (determined including accumulation), is not less than 60% if the
transaction value method is used, or not less than 50% if the net cost method is used.>°

3.22. Like the NAFTA, the CUSMA has stricter rules of origin for the automotive sector. The regional
content threshold is calculated on a net-cost basis only; and the threshold for passenger vehicles
and light trucks will increase from 62.5% to 75.0% over three years from the date the agreement
enters into force. For heavy trucks, the threshold increases from 60% to 70% over seven years. In
addition, vehicle producers must demonstrate that 70% of the steel and aluminium they purchase
for use in production is originating, and that at least 40% (45% for light or heavy trucks) of the
content in the vehicle was produced by workers earning at least USD 16 per hour. The CUSMA also
has stricter rules of origin for vehicles parts, including a phased-in 75% net cost requirement for

57 Moroz, Andrew (Sandy), 2016, Navigating the Maze: Canada, Rules of Origin and the Trans-Pacific
Partnership (and Two Tales of Supply Chains, in Tapp, Stephen, Air Van Assche and Robert Wolfe (editors), The
Art of the State: Volume VI: Redesigning Canadian Trade Policies for New Global Realities, Institute for
Research on Public Policy, Montreal, Quebec. Viewed at: http://irpp.org/research-studies/aots6-moroz/.

8 For example, many of the FTAs contain a minimum 20% regional value content rule for passenger
cars based on net costs, compared with the corresponding 62.5% threshold in NAFTA.

59 USTR online information, USMCA, Chapter 4, Rules of Origin. Viewed at:
https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/04 Rules of Origin.pdf.
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core parts such as engines and transmissions, 70% for principal parts (e.g. fuel pumps, brakes,
seats), and 65% for other parts (e.g. hoses, wiring sets).

3.23. Canada has implemented new FTAs with Ukraine (CUFTA), Australia, Japan, Mexico,
New Zealand, Singapore, Viet Nam (CPTPP), and the European Union (CETA) since its last TPR.

3.24. The rules of origin under the CETA are contained in the Protocol on rules of origin and origin
procedures. General rules and rules for specific products are contained in Annex 5 to the Agreement.
In general terms, a product is originating in the Party where the last production took place if, in the
territory of a Party or in the territory of both of the Parties, the product: (i) has been wholly obtained
within the meaning; (ii) has been produced exclusively from originating materials; or (iii) has
undergone sufficient production. A product that originates in a Party is also considered originating
in the other Party when used as a material in the production of a product in that other Party. An
exporter may take into account production carried out on a non-originating material in the other
Party for the purposes of determining the originating status of a product.

3.25. Under the rules of origin of the CETA, the following products are considered as wholly obtained
in a Party: mineral products and other non-living natural resources extracted or taken from there;
vegetables, plants, and plant products harvested or gathered there; live animals born and raised
there; products obtained from live animals there; products from slaughtered animals born and raised
there; products obtained by hunting, trapping, or fishing conducted there, but not beyond the outer
limits of the Party's territorial sea; products of aquaculture raised there; fish, shellfish, and other
marine life taken beyond the outer limits of their territorial seas by a Canadian/EU vessel; products
made aboard factory ships; mineral products and other non-living natural resources, taken or
extracted from the seabed, subsoil, or ocean floor of: the exclusive economic zone of Canada or of
the EU member States; raw materials recovered from used products collected there; and
components recovered from used products collected there.

3.26. Annex 5 lists product-specific rules of origin for all products. This represents the minimum
amount of production required on non-originating materials for the resulting product to achieve
originating status. Like CUFTA and the CPTPP, the CETA has a 10% general tolerance level.®° For
certain Canadian goods exported to the European Union on a preferential basis (i.e. passenger cars,
dog and cat food, sugar confectionary and chocolate preparations, certain processed foods, certain
high sugar-containing products, certain fish and seafood, and certain textiles and apparel), less
onerous rules of origin also apply within specified annual volume limits. Canada and the European
Union have also agreed that U.S.-manufactured auto parts are to be treated as originating materials
in motor vehicles for the purposes of the CETA, should the United States and the European Union
conclude a bilateral FTA in the future.

3.27. Origin under the CPTPP is determined according to the rules of origin specified in Chapter 3
of the agreement. In addition, specific provisions regarding textiles and apparel are specified in
Chapter 4 of the agreement. In general terms, a good is originating in the CPTPP territory if it: (i) has
been wholly obtained or produced entirely in the territory of one or more of the Parties; (ii) has been
produced entirely in the territory of one or more of the Parties, exclusively from originating
materials; or (iii) has been produced entirely in the territory of one or more of the Parties using
non-originating materials, provided the good satisfies all applicable requirements of Annex 3-D
(Product-Specific Rules of Origin), Annex 4-A (Textiles and Apparel Product-Specific Rules of Origin)
or Appendix 1 to Annex 3-D for certain vehicles and parts of vehicles. Like the CETA, a product that
originates in a Party is also considered originating in the other Party when used as a material in the
production of a product in that other Party. An exporter may take into account production carried
out on a non-originating material in the other Party to determine the originating status of a product.

3.28. The product-specific rules of origin of the CPTPP require that non-originating materials
undergo a change in tariff classification (tariff shift). For most industrial goods and certain
agricultural goods, origin may also be obtained by demonstrating that they contain a minimum level
of regional content. The CPTPP also includes alternative rules of origin, under which certain parts

80 Text of the Comprehensive Economic and Trade Agreement - Protocol on rules of origin and origin
procedures. Government online information. Viewed at: http://international.gc.ca/trade-commerce/trade-
agreements-accords-commerciaux/agr-acc/ceta-aecg/text-texte/P1.aspx?lang=eng.
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used in the production of passenger vehicles and light trucks may obtain originating status if specific
processing requirements are met.

3.29. The CUFTA's rules of origin provisions are similar to those of the CETA.%!

3.30. On 20 June 2017, Canada implemented changes to the rules of origin to allow least developed
countries (LDCs) to use manufacturing inputs sourced from, and processed in, an expanded list of
countries, in the production of t-shirts and certain trousers that qualify for duty-free importation into
Canada. These changes ensure that the LDCT rules of origin more accurately reflect the sourcing
patterns and manufacturing capabilities of LDCs for these products.

3.1.3 Tariffs
3.1.3.1 Overview

3.31. Fiscal revenues from the collection of customs duties amounted to CAD 5.4 billion, or about
2.1% of total tax revenues, in FY2017/18. Income tax accounted for most of the revenue (79.5%),
followed by the Goods and Services Tax (GST) (14.0%) and energy taxes (2.2%) (Chart 3.1).

Chart 3.1 Tax revenue distribution, FY2017/18

Goods and Services Tax
(GST)
__ CAD 36.8bn. (14.0%)

\ Customs import duties

Income tax (incl. personal CAD 5.4bn.(2.1%)
and corporate)
CAD 209.3bn. (79.5%)

Energy taxes
CAD 5.7bn. (2.2%)

Other excise taxes and
duties
CAD 5.9bn.(2.2%)

Source: Annual Financial Report of the Government of Canada, Fiscal Year 2017-18.

3.32. Import tariffs are established by Parliament in a federal statute, the Customs Tariff.62
Parliament has provided some specific, limited authorities to amend tariffs by order of the Governor
in Council, based on the recommendation of the Minister of Finance, such as to reduce import tariffs
on goods used in the manufacture in Canada of other goods.®3 The Customs Tariff prescribes all tariff
treatments, including preferential tariffs, special and emergency measures, and duty reliefs. In
addition, some of subjects related to tariffs are supplemented by regulations, as well as by
D-Memoranda, for more detailed information. Since the last Review, there were changes in the tariff
nomenclature and in duty rates.

3.1.3.2 Tariff Structure
3.33. Tariff treatments consist of the General Tariff, the MFN tariff, and various preferential tariff

treatments granted under bilateral or plurilateral agreements or unilateral concession schemes. A
General Tariff rate of 35% (or the MFN rate, whichever is higher), in principle, is applied to trading

61 The CUFTA Rules of Origin Regulations are set out in Memorandum D11-5-14 of 30 August 2017.
CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d11/d11-5-14-
eng.html.

62 Customs Tariff (S.C: 1997, c. 36), last amended on 21 September 2017.

63 Customs Tariff, Part 1, Sections 13-14; and Part 3, Division 1, Section 82.
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partners who are non-WTO Members®; in practice, Canada grants MFN tariff treatment to all its
trading partners, except the Democratic Republic of Korea.

3.34. The Canadian tariff for 2019 is based on the 2017 version of the Harmonized Commodity
Description and Coding System (HS) and comprises 6,986 tariff lines including in-quota lines, and
6,827 tariff lines excluding in-quota tariff lines, at the eight-digit level. This total includes six tariff
lines related to sugar (1701.91.10, 1701.99.10, 1702.90.21, 1702.90.61, 1702.90.70, and
1702.90.81) which are only applicable for the Canada-Peru and Canada-Honduras FTAs.%> For the
tariff analysis, in-quota tariff lines are not taken into account in tariff calculations.®® Consolidated
versions of the Customs Tariff are issued regularly by the Canada Border Services Agency (CBSA),
containing information on applied MFN and preferential duties.®” Canada continues to submit its
customs tariff and trade data regularly to the WTO Integrated Database (IDB).

3.35. Some 96.3% of all tariff lines carry ad valorem duties, but Canada continues to maintain
252 tariff lines, equivalent to 3.7% of total tariff lines, subject to non-ad valorem duties; these
mainly consist of mixed or specific duties. Unlike ad valorem tariffs, the level of protection by means
of specific duties is not evident; estimating the ad valorem equivalents (AVEs) allows the actual
protection of specific duties to be assessed.®® The AVEs used in this Section were calculated by the
Secretariat as the ratio of specific duties to import unit values, estimated using the ratio of import
values to import quantities in 2017 (at the eight-digit level)®°: the estimated AVEs ranged from 0.2%
to 532.2%7°, with more than one quarter of total non-ad valorem tariff lines above 100%. In 2019,
non-ad valorem rates were mainly concentrated in sectors such as dairy products (HS 04), beverages
and spirits (HS 22), edible vegetables (HS 07), preparations of cereals (HS 19), and meat (HS 02).

3.36. Overall, the simple average of the 2019 applied MFN tariff rate, including AVEs, is estimated
at 6.1%, slightly up from 6.0% in 2014, mainly due to changes in the tariff structure during the
review period (i.e. reductions in the number of tariff lines from 7,251 in 2014 to 6,827 in 2019)
(Table 3.6). The coefficient of variation of 4.7 indicates high tariff dispersion, with tariff rates ranging
from 0% to 532.2% (Table 3.8).7 The high dispersion reflects the significant amount of tariff lines
that are duty-free (70.4%), the use of tariff rate quotas that have higher rates of duty for
over-access commitments, and the wide range of the estimated AVEs of non-ad valorem duties.

Table 3.6 Structure of MFN tariffs, 2014 and 2019

MFN applied Final
2014 2019 bound?

Bound tariff lines (% of all tariff lines) n.a. n.a. 99.7
Simple average rate 6.0 6.1 7.8
WTO agricultural products 22.5 21.8 22.4
WTO non-agricultural products 2.4 2.5 5.2
Agriculture, hunting, forestry and fishing (ISIC 1) 7.9 7.3 7.1
Mining and quarrying (ISIC 2) 0.2 0.2 1.6
Manufacturing (ISIC 3) 6.0 6.0 7.9
Duty-free tariff lines (% of all tariff lines) 67.0 70.4 33.9
Simple average of dutiable lines only 18.3 20.5 11.8
Tariff quotas, out-of-quota (% of all tariff lines) 2.6 2.8 2.0

64 Customs Tariff, Part 2, Division 3, Section 29.

65 WTO documents WT/REG270/1, 19 July 2010; and WT/REG364/1, 18 April 2016, respectively.

66 Refers to products for which an in-quota tariff rate different from the MFN (out-of-quota) rate is
applied, for which a separate tariff heading for the in-quota rate has been created.

67 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/menu-
eng.html.

%8 However, there are limits to the accuracy of estimated AVEs, as they are affected by many factors,
including the base period chosen for the estimation, variations in import prices through fluctuations of world
market prices and/or exchange rates, and the source of imports (i.e. whether a tariff concession or exemption
is taken into account), resulting in a wide variation in AVEs without any change in customs duties.

6 Using Canada's data submission to the WTO Integrated Database.

70 The highest rate of 532.2% is the AVE of the over-access commitment duty rate applicable to dried
egg albumin (3502.11.20) (CAD 6.12/kg). The within-access commitment rate of duty is 8.5% (ad valorem).

7! The highest rate of 532.2% is the AVE of the over-access commitment duty rate applicable to dried
egg albumin (3502.11.20) (CAD 6.12/kg). The within-access commitment rate of duty is 8.5% (ad valorem).
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MFN applied Final
2014 2019 bound?
Non-ad valorem tariffs (% of all tariff lines) 3.9 3.7 4.9
Non-ad valorem tariffs with no AVEs (% of all tariff lines) 0.9 1.0 1.2
Domestic tariff "peaks" (% of all tariff lines)® 2.2 2.3 1.5
International tariff "peaks" (% of all tariff lines)© 7.1 7.5 6.2
Overall standard deviation 28.6 28.7 25.5
Coefficient of variation 4.8 4.7 3.3
Nuisance applied rates (% of all tariff lines) 4.0 0.7 2.0
Total number of tariff lines 7,251 6,827 8,211
n.a. Not applicable.
a Calculations for final bound rates (based on HS 2007) are taken from the CTS database.

Final bound rates are applied for tariff codes under Expansion of the ITA, although some tariff codes
are still under the implementation period up to 2019.

b Domestic tariff peaks are defined as those exceeding three times the overall simple average applied
rate.

C International tariff peaks are defined as those exceeding 15%.

d Nuisance rates are those greater than zero, but less than or equal to 2%.

Note: The 2014 and 20109 tariff schedules are based on the HS12 and HS17 nomenclatures, respectively.

Calculations are based on the national tariff at an 8-digit level, excluding in-quota rates and
including ad valorem equivalents (AVEs).

AVEs for 2014 were estimated based on 2013 import data, and for the 2019 and the final bound
tariffs based on 2017 import data at the national tariff line level provided by the Canadian
authorities.

Source: WTO Secretariat calculations, based on CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html; the WTO IDB; and the CTS database.

3.37. In 2019, about 90% of all tariff lines carried rates of 10% or below (Chart 3.2). The proportion
of duty-free lines on an MFN basis in 2019 (70.4%) increased by about 3.4 percentage points from
2014 (67.0%), mainly reflecting the elimination of import duties on products under the expansion
of the Information Technology Agreement (ITA)72, as well as the unilateral tariff elimination on a
broad range of products classified as ingredients.”® With respect to the latter, the Government
eliminated tariffs on certain imported ingredients used in the agri-food processing industry on
16 January 2017, aimed at improving the competitiveness of Canadian agri-food processors. The
measure covers some 234 tariff lines (at the eight-digit level), of which 23 are subject to in-quota
tariff rates (Table 3.7). Tariff eliminations, both through the ITA and decided unilaterally, led not
only to a larger proportion of duty-free lines in 2019 relative to 2014 (Chart 3.2), but also to a
significant reduction in the proportion of nuisance rates (greater than zero, but less than or equal to
2%), from 4.0% of the total in 2014, to 0.7% in 2019. The authorities noted that, including the
preferences granted, some 88% of all imports entered Canada duty-free in 2018.

Table 3.7 Ingredient items covered by the unilateral tariff elimination

Preparations of vegetables, fruit, nuts or Food preparations, malt extract, couscous (6)

other parts of plants (86) Wheat and barley (5)
Edible vegetables (37) Undenatured ethyl alcohol (5)
Cereal grains, starches, malt (30) Flours and meals of oil seeds or oleaginous fruits (3)
Animal or vegetable fats and oils (19) Albumins, peptones and their derivatives, gelatine (3)
Spices (13) Extracts and juices of meat, fish or crustaceans (2)
Edible fruit (11) Cocoa and cocoa preparations (2)
Miscellaneous edible preparations (e.g. yeasts) (10) | Essential oils (e.g. of peppermint) (2)

Note: Figures in parentheses refer to the number of tariff lines at the 8-digit tariff level (HS 2012
nomenclature basis).

Source: Compiled by WTO Secretariat, based on WTO document G/MA/W/130, 21 April 2017.

72 WTO document WT/Let/1205, 25 October 2016. Schedule V is effective as of 13 October 2016.
73 WTO document G/MA/W/130, 21 April 2017.
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Chart 3.2 Breakdown of applied MFN tariffs, 2014 and 2019
(% of total tariff lines)
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Note: Calculations exclude in-quota rates and include AVEs for non-ad valorem duties where it was
possible to estimate them. In case of unavailability, the ad valorem part was used for compound and
mixed rates. They do not add up to 100% due to the unavailability of AVEs for some tariff lines
(representing 0.2% of total tariff lines).

Source: WTO Secretariat calculations, based on CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html; and the WTO IDB.

3.38. Tariffs applied on agricultural products remain considerably higher than on non-agricultural
goods. In 2019, the average applied tariff rate on agricultural products (WTO definition) is 21.8%,
while the that on non-agricultural products (WTO definition) is 2.5% (Table 3.8). Within agriculture,
animals and animal products (47.2%), dairy products (238.7%), and cereals (24.0%) are the
product groups with higher average import duties. Among non-agriculture product groups, clothing
has the highest average tariff rate (16.2%). Some agricultural product groups, such as coffee, tea,
and cocoa and cocoa preparations, oil seeds and fats, beverages and tobacco, and other agricultural
products, display high coefficients of variation, implying a larger tariff range within these product
groups.

Table 3.8 Applied MFN tariff summary, 2019

Share of Share of

Number Simple Tariff duty- non-ad
of lines average range f_ree valo.rem
(%) (%) lines tariffs

Total 6,827 6.1 0-532.2 4.7 70.4 3.7
HS 01-24 1,492 18.0 0-403.1 3.2 57.3 16.7
HS 25-97 5,335 2.8 0-532.2 3.6 74.0 0.1
By WTO category

WTO agricultural products 1,266 21.8 0-532.2 2.9 54.8 19.9
Animals and products thereof 177 47.2 0-403.1 1.9 49.7 19.2
Dairy products 38 238.7 0.7-313.5 0.3 0.0 97.4
Fruit, vegetables, and plants 345 3.3 0-17 1.5 63.2 14.2
Coffee, tea, cocoa, and cocoa preparations 31 18.1 0-265 3.6 77.4 6.5
Cereals and preparations 222 24.0 0-277 2.4 32.4 30.6
Oil seeds, fats, oils and their products 94 5.2 0-218 4.5 71.3 2.1
Sugars and confectionary 43 4.0 0-12.5 1.0 20.9 34.9
Beverages, spirits and tobacco 150 4.5 0-256 4.7 50.7 26.0
Cotton 5 0.0 0.0 0.0 100.0 0.0
Other agricultural products, n.e.s. 161 9.3 0-532.2 5.6 83.9 3.7
WTO non-agricultural products 5,561 2.5 0-25 2.0 73.9 0.0
Fish and fishery products 299 1.1 0-11 1.9 75.6 0.0
Minerals and metals 1,030 1.3 0-15.5 2.1 79.9 0.0
Chemicals and photographic supplies 1,002 0.9 0-15.5 2.5 85.7 0.0
Wood, pulp, paper and furniture 323 1.5 0-18 2.3 81.1 0.0
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Share of Share of
Simple Tariff duty- non-ad
average free valorem
(%) lines tariffs

Number

of lines

Textiles 676 3.0 0-18 2.0 77.7 0.0
Clothing 254 16.2 0-18 0.3 6.7 0.0
Leather, rubber, footwear and travel goods 216 5.4 0-20 1.3 57.4 0.0
Non-electric machinery 626 0.6 0-9 3.4 91.7 0.0
Electric machinery 357 1.2 0-9 2.2 81.8 0.0
Transport equipment 241 5.5 -25 1.2 41.1 0.0
Non-agricultural products, n.e.s. 524 2.8 0-15.5 1.3 57.3 0.0
Petroleum 13 1.2 0-5 1.8 76.9 0.0
By ISIC sector?
ISIC 1 - Agriculture, hunting and fishing 516 7.3 0-292.5 4.6 77.3 11.6
ISIC 2 - Mining and quarrying 98 0.2 0-12.5 6.5 96.9 0.0
ISIC 3 - Manufacturing 6,212 6.0 0-532.2 4.7 69.4 3.1
By stage of processing
First stage of processing 894 4.6 0-292.5 5.8 86.4 7.2
Semi-processed products 1,893 0.6 0-270 12.4 94.8 1.5
Fully processed products 4,040 8.9 0-532.2 3.9 55.4 4.0
a Coefficient of variation.
b International Standard Industrial Classification (ISIC) (Rev.2). Electricity, gas and water are
excluded (1 tariff line).
Note: Calculations for averages are based on the national tariff line level (8-digit level), excluding in-quota

rates. The tariff schedule is based on HS 2017. Ad valorem equivalents (AVEs) were estimated based
on 2017 import data at the 8-digit tariff line level based on information received from the authorities
of Canada. In case of unavailability, the ad valorem part was used for compound and mixed rates.

Source: WTO Secretariat calculations, based on CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html; and the WTO IDB.

3.1.3.3 Tariff quotas

3.39. Agricultural goods included on the Import Control List are grouped into different categories,
each with an established import access quantity (or quota). Under Canada's tariff rate quota (TRQ)
system, agricultural goods are classified as "within-access commitment" (i.e. limited quantity) tariff
items or "over-access commitment" tariff items. Imports within the quota are subject to the lower
rates of duty of the within-access commitment tariff items, and imports over the quota are classified
under the higher rates of duty of the over-access commitment tariff items (i.e. the MFN rate, or a
higher preferential rate). Canada maintains TRQs for agricultural product imports entering under the
MFN regime, and for imports from certain countries pursuant to preferential agreements.

3.40. Control of imports into TRQ within-access commitments is managed in one of two ways:
through permits issued by Global Affairs Canada, based on prior import allocations to importers, or
on a first-come, first-serviced basis administrated by the CBSA.’* The procedure for obtaining an
import permit and tariff quota allocations varies according to the product and the origin of the
imports (Section 4.1). In addition, TRQs for some agricultural categories are determined on a
marketing-year basis (i.e. 1 August to 31 July for certain dairy product TRQs established under the
WTO and the CPTPP, and 1 May to 30 April for the turkey and turkey products TRQs established
under the CPTPP) while, for other agriculture products, TRQs are fixed on a calendar-year basis. If
specific circumstances arise that require the importation of agricultural goods in excess of the
volumes set out in Canada's TRQ commitments, Canada may allow supplemental imports to meet
these needs (i.e. domestic market shortage).

3.41. Canada's 2019 Customs Tariff lists TRQs applicable to agricultural products classified under
159 tariff lines (2.3% of all tariff lines), including dairy products (e.g. cheese and milk), poultry and
egg products, beef and veal, and certain wheat and barley products. Canada applies in-quota rates
for products otherwise subject to MFN rates in two ways: through Canada's WTO TRQs, or through
a specific bilateral TRQ contained in a preferential trade agreement. The tariff treatment granted to
imports within TRQs varies, depending on the agreement and the trading partner. For about one
third of preferential tariff beneficiaries, including the United States, Chile, and LDCs, Canada grants
duty-free treatment for all in-quota tariff lines. However, few in-quota preferential tariff rates are
provided under the agreement with Israel, or to GSP beneficiaries. Accordingly, agricultural goods

74 CBSA, Memorandum D10-18-1, 12 August 2016.
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from Israel are subject to an in-quota average rate of 2.4%, which is just slightly lower than the
2.5% MFN in-quota tariff rate (Table 3.9). Under certain bilateral trade agreements, such as the
CETA with the European Union, Canada opened specific bilateral TRQs for cheese. Under the CETA,
Canada committed to transferring to the European Union reserve 800 tonnes from its non-EU reserve
within its 20,411 tonne WTO TRQ for cheese.

Table 3.9 In-quota "within-access commitment" tariff lines, by tariff regime, 2019

Number of in-quota tariff lines
subject to "within-access Simple

commitment” average Matxuf;:m
MFN rates Preferential tariff arl
. rates
Duty-free Dutiable rates rates
rates (duty-free)
MFN 42 117 0 2.5 8.5
NAFTA
Mexico 42 78 39 1.6 8.5
United States 42 0 117 0 0
EFTA
Iceland 42 70 47 1.3 8.5
Norway 42 61 56 1.1 8.5
Switzerland 42 68 49 1.3 8.5
Other reciprocal treatments
Chile 42 0 117 0 0
Colombia 42 6 111 0.2 7.5
Costa Rica 42 52 65 1.0 8.5
CPTPP 42 0 117 0 0
European Union 42 0 117 0 0
Honduras® 42 68 49 (1) 1.4 8.5
Israel 42 111 6 2.4 8.5
Jordan 42 0 117 0 0
Korea, Rep. of 42 85 32 1.9 8.5
Panama 42 19 98 0.6 8.5
PeruP 42 0 117 0 0
Ukraine 42 0 117 0 0
Non-reciprocal treatments
Australia 42 105 12 (2)2 2.4 8.5
New Zealand 42 90 27 (2)? 2.4 8.5
Commonwealth Caribbean Countries (CCCT 42 0 117 0 0
Generalized Preferential Tariff (GPT) 42 98 19 (15)2 2.3 8.5
LDC tariff (LDCT) 42 0 117 0 0
a Figures in parentheses refer to a number of tariff lines which are subject to reduced preferential
tariff rates (i.e. not duty-free rate) out of the total number of preferential rates applied.
b Six tariff lines (1701.91.10, 1701.99.10, 1702.90.21, 1702.90.61, 1702.90.70, and 1702.90.81) for
sugar quotas are not taken into account in the calculations.
Note: The tariff schedule splits tariff lines, to create separate lines for in-quota rates (159 at the 8-digit

tariff line level). The number of in-quota lines does not necessarily coincide with the corresponding
out-of-quota lines; in some cases, two out-of-quota lines correspond to one in-quota line.
Calculations are based on the national 8-digit tariff line level. The figures correspond to numbers of
in-quota tariff lines.

Source: WTO Secretariat calculations, based on CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html; and the WTO IDB.

3.1.3.4 WTO bindings

3.42. Canada's latest certified schedule of tariff concessions is in HS 2007.7> The authorities are
currently in the process of preparing the HS 2012 transposition of the schedule of commitments, for
the purpose of multilateral review and certification. Canada is covered by the Waiver Decision of
30 November 2017 regarding the application of HS 2012, and by the Waiver Decision of
12 December 2018 for the application of HS2017, in order to implement the nomenclature changes
needed in the Customs Tariff.”6

75 The certification is contained in WTO document WT/Let/938, 20 March 2014.
76 WTO documents WT/L/1028, 1 December 2017 and WT/L/1051, 13 December 2018.


https://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html
https://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html

WT/TPR/S/389/Rev.1 ¢ Canada

-61 -

3.43. Canada has bound 99.7% of its tariff lines and other duties and charges (ODCs). Its bound
duties consist of ad valorem rates ranging from 0% to 532.2%, which is the AVE of the over-access
commitment duty rate of 612.01¢/kg applicable to dried egg albumin (3502.11.20).77 As in the case
of Canada's applied tariff schedule, ad valorem tariff rates apply to most bound tariff lines, except
for agricultural products such as dairy, prepared food, wine, meats, and vegetables, subject to
specific and mixed bound tariffs. The simple average bound tariff rate is 7.8%. The simple average
bound rate on agricultural products (WTO definition) is 22.4%, whereas that on non-agricultural
products is 5.2%. The 23 unbound tariff lines at the HS eight-digit level cover products such as gas,
petroleum, electrical energy, and vessels (e.g. tankers, and dredgers). Except for one tariff line
(HS 22071090) 78, all ODCs are bound at zero.

3.44. Although applied rates are lower than bound rates in almost all cases, applied MFN rates
exceed the corresponding bound rates for eight bound lines, of which five are due to rounding, two to
the nature of AVE calculations, and one to a possible error in either the bound or the applied
schedules (Table 3.10).

Table 3.10 Tariff lines where applied rates exceed bound rates, 2019

.. 2019 applied MFN tariffs Bound tariffs
HS code Product description As reported AVEs
16023991 Other prepared or preserved meat . 8% but not less than
of ducks, geese or guinea fowl, in 7.05¢/kg or greater
cans or glass jars than14.11¢/kg
19059039 Bread 4.5% 4.3%
23099020 Preparations of a kind used in 10.5% 9.88¢/kg 1.5%

animal feed (containing eggs)
02071422 Liver: Over-access commitment 238% but not less 403.1% 238.3% but not less 402.9%

than CAD 6.45/kg than 644.7¢/kg
02071493 Other: Over-access commitment, 249% but not less 345.8% 249.0% but not less 345.5%
boneless than CAD 6.74/kg than 673.5¢/kg
04081920 Egg yolks (excl. dried): CAD 1.52/kg 53.7% 151.7¢/kg 53.6%
Over-access commitment
04089920 Birds' eggs (excl. dried): CAD 1.52/kg 37.0% 151.7¢/kg 36.9%
Over-access commitment
35021920 Egg albumin (excl. dried): CAD 1.52/kg 169.0% 151.7¢/kg 168.7%

Over-access commitment

Source: WTO Secretariat estimates, based on CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html; the WTO IDB; and the CTS database.

3.1.3.5 Tariff exemptions and reductions

3.45. Canada's regulations under the Customs Tariff provide for a variety of duty and tax
concessions in the form of different schemes, such as tariff remission under the Customs Tariff, duty
drawback, temporary admission, and duty-free warehouses (Table 3.11). During the period under
review, there were no major changes with respect to procedures and policies.

3.46. Under Section 115 of the Customs Tariff, the Governor in Council (on the basis of a
recommendation by the Minister of Finance or the Minister of Public Safety and Emergency
Preparedness) may grant relief or refund of customs duties, through the issuance of orders.”® As
noted in the previous Review, tariff remissions are generally proposed in situations where it is not
appropriate to provide relief by statutory tariff amendments or another Order under the Customs
Tariff. Requests for tariff remission are generally handled on a case-by-case basis, and remission is
only provided under exceptional circumstances. The CBSA takes the lead on cases where
administrative circumstances form the basis of the remission request, such as administrative error;
and the Department of Finance takes the lead on requests involving tariff policy. In 2017-18, the
total value of tariff remissions granted under Section 115 was CAD 183.5 million; nearly 90% of
them resulted from remissions in respect of ferry-boats, tankers and cargo vessels.80

77 Within access commitment rate of duty is 8.5% (ad valorem).

78 HS 22071090 (Undenatured ethyl alcohol) is subject to a rate of 12¢/litre of absolute ethyl alcohol,
when taken into a bonded factory.

79 Customs Tariff, Section 115.

80 Government of Canada, Public Accounts of Canada. Viewed at: https://www.tpsgc-

pwgsc.gc.ca/recgen/cpc-pac/index-eng.html.
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3.47. Under Section 23 of the Financial Administration Act, tariff remissions may also be granted

for public interest reasons.

Table 3.11 Key features of tariff exemptions and concessions

Temporary importation

(Temporary Importation
Regulations SOR/98-58; and
Memorandum

D8-1-1)

Canadian Goods Abroad
Program

(Customs Tariff, Sections
101-105; and Memoranda
D8-2-1 and D8-2-4)

Duty deferral programme
Customs bonded warehouse
(CBW)

(Customs Bonded
Warehouses Regulations
SOR/96-46; Memorandum
D7-4-4)

Duty relief

(Customs Tariff, Section 89;
Memorandum
D7-4-1)

Duty Drawback

(Goods Imported and
Exported Refund and
Drawback Regulations
SOR/96-42; Memorandum
D7-4-2)

Imports may be temporarily fully exempted from customs duties and other taxes
(e.g. excise taxes) if they are not imported for sale, for lease, or for further
manufacturing or processing (duty-free entry under tariff No. 99030000.

Temporary imported goods cannot be released by the CBSA until the necessary
inspections and documents required by other government departments are
completed. Goods should be exported within an 18-month period, with a possible
extension period.

A Temporary Admission Permit (E29B) and a refundable security deposit may be
required for relief from duties. A valid A.T.A. Carnet provides an alternative to Form
E29B; in this case, there is no need to post a security deposit at the time of
importation. Temporary imported goods include certain commercial goods and
equipment for public exhibition, etc. Tariff relief may also be available if vessels are
temporarily imported for specific purposes, such as repair, alteration, or storage.
Tariff relief is granted for goods returning to Canada after being exported for
specific purposes (e.g. repair, alteration or further processing); duty is payable only
on the value-added portion to the Canadian goods in the form of labour or
additional material. Examples include:

e Full relief from duties is applied to emergency repairs to aircraft, vehicles or
vessels which are being repaired outside Canada due to an unforeseen
contingency that occurred outside Canada to ensure its safe return.

e Outward Processing Remission Order (Textiles and Apparel) (SOR/2008-138)
provides for the partial or full remission of the customs duties imposed on
imported apparel produced in certain countries or territories under the General
Preferential Tariff programme (unilateral preferences), using textiles produced in
Canada.

The CBW programme provides for a complete deferral of customs duties, anti-
dumping and countervailing duties, and other taxes on imported goods until the
goods are released for Canadian consumption or exported. Goods may be
manipulated or altered for displaying, inspecting, cleaning, etc., if they are not
being further manufactured. All goods entering into a CBW are required to meet all
other government department requirements, such as permits (including tariff
quotas for agricultural products).

A CBW licence (Form E401) is required. CBW operators must post a security of 60%
for an amount corresponding to the maximum total of duties and taxes payable at
any time in the year, following the issuance of the licence for the CBW. Generally,
goods may be stored in the CBW for a period of up to four years, but the period
varies depending on the type of goods, as specified in Section 19 of the Customs
Bonded Warehouses Regulations. Non-residents can operate a bonded warehouse in
Canada.

The programme relieves the payment of duties on imported goods at the time of
importation if the goods are subsequently exported and meet one of the following
conditions: the goods are eventually exported in the same condition as they were
imported; the goods are further processed and then exported; the goods entered
the country solely for display or demonstration; or the goods are used in the
processing of other goods. In most cases, the imported goods must be exported
within four years of the date of importation. Goods imported under the programme
may be sold or transferred to another programme participant without paying duty.
Participation in the programme requires the completion of an application form (K90)
and the approval of the CBSA. The posting of a security is not required: no bonds or
licensing fees are required.

The programme provides a refund of customs duties on imported goods if the goods
are subsequently exported and meet one of the following conditions: they are
exported in the same condition as they were imported; the goods are imported for
further processing and then exported; the goods entered the country solely for
display or demonstration in Canada; or the goods are used as inputs to produce
other goods for export. A claim for drawback must be filed within four years of the
release date of the imported goods (in the case of imported spirits used to
manufacture distilled spirits, within five years). An importer, exporter, or producer
of goods that are exported, and for which duties were paid on importation, may file
a drawback claim. If more than one person is eligible to file a claim, a waiver is
required from all other eligible claimants waiving their rights to claim a drawback.
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Government contract Tariff relief (code 9982) may be granted to imports related to defence supplies, as

supplies defined in the Defence Production Act, if the goods are part of a contract, are
valued at CAD 250,000 or more, and are certified by the Ministry of Public Services
and Procurement.

Source: Information compiled by the WTO Secretariat, based on Acts and D Memoranda Series as noted in
the table; and CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/trade-
commerce/tip-pec-eng.html#al.

3.1.3.6 Preferential tariffs

3.48. Canada grants preferences on a reciprocal basis to 19 trading partners including newly signed
FTA partners, namely the European Union, Ukraine, and CPTPP countries that have ratified the CPTPP
agreement. Furthermore, Canada offers non-reciprocal preferential tariff treatment for goods
originating in beneficiary countries of the General Preferential Tariff (GPT), the Commonwealth
Caribbean Country Tariff (CCCT), the Least Developed Country Tariff (LDCT), and Australia and
New Zealand pursuant to longstanding bilateral agreements. Pursuant to Section 35.1 of the
Customs Act, proof of origin in the form of a certificate of origin, an origin declaration or a statement
of origin is required for all imported goods (with exceptions under certain conditions. such as low-
value commercial goods)®' for preferential tariff rates. According to data provided by the
authorities®, in 2017, some 19% of total imports were under FTAs and unilateral tariff
arrangements; the United States, under NAFTA (i.e. goods coming under the NAFTA tariff regime),
accounted for most of those imports (15% of total imports) (Table 3.12).

3.49. With over 70% of Canada's tariff lines being duty-free on an MFN basis, Canada's FTAs have
led to a substantial further liberalization of its tariff regime. Under most FTAs, duty-free treatment
covers 95% of tariff lines (based on Chart 3.3, and Table 3.12). The main exceptions from
preferences are in the categories of meat products (HS 02), dairy produce (HS 04), and meat and
fish products (HS 16) (Table 3.12). The simple average tariff rate for FTA partners is just over 3%
(Chart 3.3 and Table 3.12). At a disaggregated level, the average rates for agricultural products
(WTO definition) under FTAs are, in general, lower than the average MFN tariff rates; however, they
remain high (ranging from 17% to 21%), mainly due to exceptions from preferences for certain
product groups, as noted earlier. On the other hand, tariffs on non-agricultural products are nearly
all zero.

3.50. Within the framework of unilateral tariff concessions to developing countries, average tariff
rates applied to imported goods from LDCs stand at 3.3%, almost the same as for most FTA partners.
Preferences given to non-LDC GPT and Commonwealth Caribbean Countries (CCCT) are more
limited, especially for agricultural products: the average tariff rates under the GSP and the CCCT are
21.2% and 19.2%, respectively, compared to the average applied MFN rate of 21.8%. Unlike for
FTAs and the LDC programme, apparel (HS 61 and HS 62) is excluded from GPT and CCCT
preferential tariff treatment (Chart 3.3 and Table 3.12).

Table 3.12 Tariffs under preferential agreements, 2019

Tariff lines not covered by preferential

Duty-free rates tariff rates

(including MFN duty-
free) as a percentage of (% of
total tariff lines in each total

Simple average tariff
rate (%)?

category (%) tariff Main product groups (HS 2-digit
- lines) code)
MFN 6.1 21.8 2.5 70.4 54.8 73.9 29.5
NAFTA
Mexico 3.3 17.8 0 97.9 88.5 100 2.0 Meat (02); Dairy produce (04); Meat
and fish products (16)
United States 3.3 17.8 0 98.4 91.6 100 1.5 Meat (02); Dairy produce (04); Meat

and fish products (16)

81 CBSA, Memorandum D11-4-2.

82 Canada's data submission to the WTO IDB. Calculations were based on imports entering Canada by
different tariff regimes. Imports coded as receiving preferential treatment, but corresponding to MFN duty-free
treatment, were treated as "MFN duty-free treatment".
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iff lines not covered by preferential
Duty-free rates tariff rates

Simple average tariff
rate (%)?

(including MFN duty-
free) as a percentage of (% of
total tariff lines in each total

category (%) tariff Main product groups (HS 2-digit
lines) code)

EFTAP

Iceland 3.7 20.1 0.0 95.3 75.4 99.8 4.4 Meat (02); Dairy produce (04);
Preparations of cereals, flour, starch
or milk (19)

Norway 3.9 21.1 0.0 93.2 64.4 99.8 6.4 Dairy produce (04); Preparations of
cereals, flour, starch or milk (19);
Vegetable and nut products (20)

Switzerland 3.9 21.2 0.0 93.0 63.0 99.8 6.7 Meat (02); Dairy produce (04);
Preparations of cereals, flour, starch
or milk (19)

Other reciprocal treatments

Chile 3.2 17.6 0 98.4 91.6 100 1.5 Meat (02); Dairy produce (04); Meat
and fish products (16)

ColombiaP 3.3 18.1 0 98.2 90.4 100 1.7 Meat (02); Dairy produce (04);
Sugars and sugar confectionery (17)

Costa Rica 3.5 17.9 0.2 96.5 91.2 97.7 3.4 Dairy produce (04); Ceramic products
(69); Furniture (94)

CPTPPP 3.7 18.7 0.3 93.7 82.0 96.4 1.5 Meat (02); Dairy produce (04); Meat
and fish products (16)

European Union® 3.3 17.9 0.0 97.6 90.6 99.2 1.5 Meat (02); Dairy produce (04); Meat
and fish products (16)

Honduras® 3.3 17.9 0 98.3 90.9 100 1.7 Meat (02); Dairy produce (04);
Sugars and sugar confectionery (17)

Israel 3.9 20.9 0.1 92.2 63.8 98.7 7.6 Meat (02); Meat and fish products

(16); Preparations of cereals, flour,
starch or milk (19)

Jordan 3.3 17.9 0 98.4 91.6 100 1.5 Meat (02); Dairy produce (04); Meat
and fish products (16)

Korea, Rep. of? 3.4 18.0 0.1 98.0 91.4 99.5 1.5 Meat (02); Dairy produce (04); Meat
and fish products (16)

Panama?® 3.3 18.1 0 98.0 89.1 100 1.8 Meat (02); Dairy produce (04);
Sugars and sugar confectionery (17)

Peru 3.3 18.0 0 98.3 91.0 100 1.7 Meat (02); Dairy produce (04);
Sugars and sugar confectionery (17)

Ukraine?® 3.3 18.0 0.0 98.1 90.8 99.7 1.6 Meat (02); Dairy produce (04);

Sugars and sugar confectionery (17)
Non-reciprocal treatment

Australia 5.8 21.5 2.2 71.7 57.1 75.1 24.7 Preparations of cereals, flour, starch
or milk (19); Apparel (62); Vehicles
(87)

New Zealand 5.8 21.5 2.2 71.8 57.3 75.1 24.6 Preparations of cereals, flour, starch
or milk (19); Apparel (62); Vehicles
(87)

Commonwealth 4.5 19.2 1.2 91.5 87.0 92.5 8.4 Apparel (61 and 62); Worn clothing

Caribbean and worn textile articles (63)

Countries

General 5.4 21.2 1.8 76.4 59.2 80.3 12.1 Preparations of cereals, flour, starch

Preferential or milk (19); Apparel (61 and 62)

Tariff

Least Developed 3.3 17.8 0 98.5 91.7 100 1.5 Meat (02); Dairy produce (04); Meat

Country Tariff and fish products (16)

Memo*

Mexico (NAFTA)- 3.3 17.7 0 98.0 89.4 100 1.4 Meat (02); Dairy produce (04); Meat

CPTPP and fish products (16)

Australia-CPTPP 3.7 18.6 0.3 93.8 82.2 96.5 1.4 Meat (02); Dairy produce (04); Meat
and fish products (16)

New Zealand - 3.7 18.6 0.3 93.8 82.3 96.5 1.4 Meat (02); Dairy produce (04); Meat

CPTPP and fish products (16)

a AVEs were estimated based on 2017 import data at the 8-digit tariff level.

In case of unavailability, the ad valorem part is used for compound and mixed rates.

b The tariff phase-out period is not yet over.

C Based on lowest rates taken among available preferential rates.

Note: All tariff calculations exclude in-quota lines. The tariff schedule is based on the HS17 nomenclature

at the 8-digit tariff line level.
0.0 refers to >0 and <0.05; 100.0 refers to >99.55 and <100.

Source: WTO Secretariat calculations, based on CBSA online information. Viewed at: https://www.cbsa-
asfc.gc.ca/trade-commerce/tariff-tarif/2019/menu-eng.html; and the WTO IDB.
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Chart 3.3 Applied MFN and preferential tariffs, 2019
(a) Breakdown of applied MFN and preferential tariffs
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3.1.4 Other charges affecting imports
3.1.4.1 Federal Goods and Services Tax (GST) and provincial sales taxes

3.51. Levied under the Excise Tax Act, the GST is an important source of revenue for the Federal
Government. In FY 2016/17, the GST generated CAD 34.4 billion in tax receipts, representing 14%
of total federal tax revenue.®3 The GST, which is a value added tax, is applied to most goods and
services at a rate of 5%. On imports, GST is generally levied on the Canadian dollar value of the
goods, inclusive of any applicable duties and excise taxes, if any, and is collected at the border at
the same time as these duties and excise taxes. Some goods and services are zero-rated or exempt
from GST. Zero-rated items include basic groceries, farm livestock and fishery products for human
consumption, farm equipment, prescription drugs, medical devices, feminine hygiene products, and
international transportation services. A number of services, such as most financial services,
insurance policies, education services, music lessons, medical and dental services, legal aid, and
day-care services, are GST-exempted.

3.52. In five provinces, the Federal Government levies (in addition to the GST and on behalf of the
province) a provincial tax component on the same tax base as the GST. The combined tax in these
provinces is known as the Harmonized Sales Tax (HST) and amounts to a combined rate of 13% in
Ontario, and 15% in New Brunswick, Newfoundland and Labrador, Nova Scotia, and Prince Edward
Island (Chart 3.4). Four provinces (British Columbia, Manitoba, Quebec, and Saskatchewan) levy a
sales tax additional to the GST on a tax base that may be different from the GST. One province
(Alberta) and the three territories (Northwest Territories, Nunavut and Yukon) do not levy any
Provincial Sales Tax (PST). Provincial tax rates have been stable since 2015, except in
Saskatchewan, where the PST was raised by one percentage point, in Prince Edward Island, where
the HST was raised by one percentage point, and in New Brunswick and Newfoundland, where the
HST was increased by two percentage points.

Chart 3.4 GST and HST/PST rates, 2018
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Source: Canada Revenue Agency online information. Viewed at:
https://canadabusiness.ca/government/taxes-gst-hst/federal-tax-information/overview-of-charging-
and-collecting-sales-tax/.

83 Department of Finance (2018), Annual Financial Report of the Government of Canada, Fiscal Year
2016-17. Viewed at: https://www.fin.gc.ca/afr-rfa/2017/report-rapport-eng.asp# Toc492557457.
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3.53. Goods and services exported from Canada are generally zero-rated for GST/HST purposes. In
addition, the GST/HST is relieved on certain inputs in respect of exported goods under
two programmes. The Export Distribution Centre Program (EDCP) generally permits eligible
businesses that do not manufacture or produce goods to acquire and import certain goods without
paying GST/HST. Eligible businesses must be engaged exclusively in commercial activities, derive at
least 90% of their revenues from exports, and add limited value to goods in the course of their
activities.®* The Exporters of Processing Services Program (EOPS) generally permits eligible
businesses to import goods belonging to a non-resident without paying GST/HST if the goods are
imported for the sole purpose of supplying storage, distribution, processing, manufacturing or
production services in respect of the goods to the non-resident. The relief is available only if the
goods are not transferred to another business in Canada (other than for storage or transportation
purposes) and are exported within four years of importation. Both programmes are authorized under
the Excise Tax Act and are administered by the Canada Revenue Agency.

3.1.4.2 Federal excise duties and taxes

3.54. The Federal Government levies excise duties and taxes on alcoholic beverages, tobacco
products, certain petroleum products, and a few other items (e.g. automobile air conditioners and
fuel-inefficient vehicles). Excise duties are charged either under the Excise Act or the Excise Act,
2001, whereas excise taxes are charged under the Excise Tax Act. The tax rates are generally
identical for imports and domestically-produced goods, but lower rates (or zero) apply to domestic
brewers and to wine made entirely from Canadian-grown agricultural input.8> The federal excise tax
on certain petroleum products ranges from CAD 0.04 to CAD 0.11 per litre; on certain fuel-inefficient
passenger vehicles, from CAD 1,000 to CAD 4,000 per unit; and on automobile air conditioners, it
amounts to CAD 100. For alcohol and tobacco goods, the current rates are enumerated in Table 3.13.

Table 3.13 Federal excise duty rates, December 2018

Product Unit Rate Effective
CAD
Spirits
- imported by a licensed user Per litre of absolute ethyl 0.122 | 01/07/2003
alcohol
- not more than 7% of absolute ethyl alcohol by volume Per litre of spirits 0.306 | 01/04/2018
- more than 7% of absolute ethyl alcohol by volume Per litre of absolute ethyl 12.109 | 01/04/2018
alcohol
Beer?
- not more than 1.2% of absolute ethyl alcohol by volume Per hectolitre (hl) 2.683 | 01/04/2018
- more than 1.2% but not more than 2.5% of absolute Per hl 16.16 01/04/2018
ethyl alcohol by volume
- more than 2.5% of absolute ethyl alcohol by volume Per hl 32.32 01/04/2018
Wine¢
- not more than 1.2% of absolute ethyl alcohol by volume Per litre 0.021 01/04/2018
- more than 1.2% but not more than 7% of absolute ethyl Per litre 0.306 01/04/2018
alcohol by volume
- more than 7% of absolute ethyl alcohol by volume Per litre 0.639 01/04/2018
Tobaccod
- cigarettes Per five 0.59634 28/02/2018
- tobacco sticks Per stick 0.11927 28/02/2018
- cigars Per 1,000 cigars 25.95832 | 28/02/2018
- raw leaf tobacco Per kg 1.572 01/07/2003
- other manufactured tobacco Per 50 g or fraction of 50 g 7.45425 28/02/2018
contained in a package
a Special duty rate.
b Reduced rates apply to beer brewed in Canada by a licensed brewer and anyone related to or
associated with that brewer.
C Wine produced in Canada and made from 100% Canadian-grown agricultural products is exempt
from excise duty.
d Cigars, domestically-manufactured or imported, are subjected to an additional duty of CAD 0.09331

per cigar, or 88% of ad valorem, whichever is greater.

Source: Federal Tax Information. Viewed at: https://canadabusiness.ca/government/taxes-gst-hst/federal-
tax-information/overview-of-charging-and-collecting-sales-tax/.

84 Activities covered under the EDCP typically involve minor processing, such as disassembly,
reassembly, distribution, display, inspection, labelling, packing, storage, testing, cleaning, diluting,
maintenance and servicing, preservation, sorting, grading, trimming, filing, sitting, or cutting.

85 Lower excise rates on beer apply to the first 75,000 hectolitres per calendar year for beer produced in
Canada by a licensed brewer or anyone related to or associated with that brewer.
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3.1.4.3 Provincial product-specific taxes

3.55. In addition to the federal excise duties and taxes noted above, the provinces and territories
may levy their own product-specific taxes on the same products and, in some instances, also on
other goods.8 For example, all provinces apply a Tire Recycling Fee (TRF), ranging from CAD 3 to
CAD 14 per new tyre, as an environmental tax. In Ontario, non-refillable containers are subject to
an environmental tax of CAD 0.0893 for beer and other beverages. The general provincial
product-specific tax regimes for fuels, tobacco, and alcoholic beverages are set out in Tables 3.14,
3.15 and 3.16. Provinces may accord exemptions or reductions for certain products or users on the
taxes that they levy.

Table 3.14 Fuel taxes levied by provinces and territories, December 2018

Province
Alberta

British Columbia

Manitoba

New Brunswick
Northwest Territories
Newfoundland and
Labrador

Nova Scotia

Nunavut

Ontario

Prince Edward Island
Quebec

Tax rate(s)

Rates per litre: aviation fuel, CAD 0.015; diesel and gasoline, CAD 0.13;
locomotive, CAD 0.18; propane, CAD 0.094.

Rates per litre: aviation fuel, CAD 0.02; gasoline, CAD 0.255 (Vancouver area),
CAD 0.20 (Victoria area), and CAD 0.145 (rest of province); diesel, CAD 0.26
(Vancouver area), CAD 0.205 (Victoria area), and CAD 0.15 (rest of province);
propane, CAD 0.027; locomotive, CAD 0.03.

Rates per litre: aviation fuel, CAD 0.032; clear diesel and gasoline, CAD 0.14;
locomotive, CAD 0.063; propane, CAD 0.03.

Rates per litre: aviation fuel, CAD 0.025; gasoline, CAD 0.0155; motive fuel
(e.g. diesel), CAD 0.0215; locomotive, CAD 0.043; propane, CAD 0.067.

Rates per litre: aviation, CAD 0.01; motive diesel, CAD 0.09; non-motive diesel,
CAD 0.031; gasoline off-highway, CAD 0.064; gasoline on-highway, CAD 0.107;
locomotive, CAD 0.114.

Rates per litre: aviation CAD 0.025; diesel CAD 0.165; gasoline, CAD 0.165;
marine, CAD 0.035; auto propane, CAD 0.07.

Rates per litre: aviation, CAD 0.025; diesel, CAD 0.154; gasoline, CAD 0.155;
marine, CAD 0.011; propane, CAD 0.07.

Rates per litre: aviation fuel, CAD 0.01; gasoline, CAD 0.064; motive diesel,
CAD 0.091.

Rates per litre: aviation, CAD 0.067; unleaded gasoline, CAD 0.147; leaded
gasoline, CAD 0.177; diesel, CAD 0.143; locomotive, CAD 0.045; automotive
propane, CAD 0.043.

Rates per litre: aviation, CAD 0.007; diesel, CAD 0.202; gasoline, CAD 0.131.
Regular rate across the region: gasoline, CAD 0.19; non-coloured fuel oil, CAD
0.20. Rates per litre: aviation and locomotive, CAD 0.03.

Taxes on gasoline and non-coloured fuel vary across regions (e.g. regular rate and

reduced rate regions).

Saskatchewan Rates per litre: aviation, CAD 0.015; diesel and gasoline, CAD 0.15; propane,
CAD 0.09.
Yukon Rates per litre: aviation, CAD 0.011; diesel, CAD 0.075; gasoline, CAD 0.062.
Note: According to Natural Resources Canada, fuel that is sold on a reserve or in a native settlement to a

registered Indian, a band, a band council or a tribal council may be tax exempt.

Source: Various provincial/territorial government websites.

Table 3.15 Provincial and territorial taxes on tobacco, December 2018

Province/territory

Alberta
British Columbia

Manitoba

New Brunswick
Northwest Territories
Newfoundland

Nova Scotia

Nunavut

Ontario

Cigarettes Cigars (tax rate) Loose tobacco
0.25 (1) 129.0% (1) 0.375 (1)
0.275 (1) 90.5% 0.375 (1)
0.295 (1) 75.0% 0.45 (1)
0.2552 (1) 75.0% 0.2552 (1)
0.304 (1) 75.0% 0.272 (1)
0.245 (1) 125.0% 0.40 (1)
0.2752 (1) 60.0% (1) 0.26 (1)
0.30 140.0% 0.40 (1)
0.18475 (1) 56.6% 0.18475 (1)

86 Non-commercial imports of tobacco products and intoxicating liquors may also be subject to

product-specific taxation (ad-valorem or flat-rate mark-ups) at the provincial level.
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Province/territory Cigarettes Cigars (tax rate) Loose tobacco

Prince Edward Island 0.25 (1) 71.6% (1) 0.215 (1)
Quebec 0.149 80.0% 0.149 (1)
Saskatchewan 0.27 (1) 100.0% 0.27 (1)
Yukon 0.30 (1) 130.0% 0.30 (1)
m Denotes an increase in the tax rate between 2015 and 2018.
Source: Various provincial/territorial government websites.

Table 3.16 Selected provincial and territorial taxes and mark-ups on alcoholic beverages,

December 2018

CAD or %
Province Spirits Wine Beer
Alberta Mark-up (22%-60% alcohol Mark-up (16% alcohol by Mark-up (11.9% alcohol by

British Columbia

Manitoba

New Brunswick

Northwest
Territories

Newfoundland

by volume) CAD 13.76/litre

124% base mark-up, with
graduated mark-up on cost
portion over CAD 21/litre
124% mark-up applied
between CAD 0 and

CAD 21/litre

93% mark-up applied
between CAD 21.01 and
CAD 29.20/litre

62% mark-up applied
between CAD 29.21 and
CAD 37.40/litre

43% mark-up applied on
any amount over CAD
37.41/litre

153% of landed cost, plus
CAD 1.09 surcharge per litre

CAD 14.49 flat mark-up/litre
+ 55% mark-up on landed
cost

CAD 29.98 per litre

750ml bottle= CAD 7.69 +
100% landed cost
Mark-up: 160% maximum

Volume Levy: CAD 0.38/litre

volume, or less)
CAD 3.91/litre

89% base mark-up, with
graduated mark-up on cost
portion over CAD 11.75/litre
89% mark-up applied
between CAD 0 and CAD
11.75/litre

27% mark-up applied on
any amount over

CAD 11.76/litre

95% of landed cost, plus
CAD 1.701 surcharge per
litre

147% mark-up on landed
cost, to CAD 8.99/litre

CAD 8.92 per litre

750ml bottle= CAD 3.57 +
84% landed cost
Mark-up: 140% maximum

Wine Levy:
CAD 1.62/litre

Volume Levy: CAD 0.29/litre

volume, or less): based on
the manufacturer's annual
worldwide production;

- >50,000 hl of production:
CAD 1.25/litre

- <50,000 hl of production:
CAD 0.10 to 0.60/litre
Large brewers (>350,000 hl
annual production) =

CAD 1.08/litre

Medium brewers
(>15,001<350,000 hl
annual production) =

CAD 0.41 to CAD 0.99/litre

Small brewers (<15,000 hl
annual production) =
CAD 0.40/litre

49% of landed cost, plus
CAD 0.4085 surcharge per
litre. Reduced mark-ups for
producers brewing

<75,000 hl

CAD 14.49 flat mark-up/litre
+ 55% mark-up on landed
cost

CAD 2.22 per litre

CAD 4.092/litre = CAD 2.45
+ 38% landed cost
Mark-up: 84.5% maximum

Nova Scotia
Nunavut Mark-up: <30% alcohol Mark-up: <16% alcohol Mark-up: <7% alcohol
content: CAD 24.00/litre content: CAD 9.00/litre content: CAD 2.40/litre
>30% alcohol content: CAD >16% alcohol content: CAD >7% alcohol content:
28.00/litre 11.00/litre CAD 2.60/litre
Small brewers: CAD 1.80-
CAD 2.28/litre (depending
on size)
Ontario? b Mark-up: 139.7% Mark-up: 64.6%-114% Beer manufacturer:

CAD 0.7245/litre draft, and
CAD 0.8974/litre non-draft

Microbrewer®:
CAD 0.3596/litre draft, and
CAD 0.3975/litre non-draft

Volume Levy:
CAD 0.176/litre
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Province
Prince Edward CAD 9.37 or CAD 9.62/litre Mark-up: 168.125% of 74.9% to 88.125% of
Island + 51% of landed cost landed cost on first CAD 40. landed cost, depending on
56.25% on next CAD 60. selling price
37.5% on balance
Quebec CAD 1.40/litre sold CAD 0.63/litre sold
Saskatchewan Mark-up: Mark-up: Mark-up:
88% of landed cost (alcohol | 88% of landed cost (alcohol CAD 1.734/litre per package
content <7%) content <7%) volume (alcohol content
99% between first CAD and | 99% between first CAD and <6.5%)
CAD 12.50/litre of landed CAD 12.50/litre of landed 91% of landed cost (alcohol
cost (alcohol content >7% cost (alcohol content >7% to | content >6.5%)
to 14.5%) 14.5%)
30% on portion of landed 30% for portion of landed
cost over CAD 12.50/litre cost over CAD 12.50/litre
(alcohol content >7% to (alcohol content >7% to
14.5%) 14.5%)
130% between first CAD to 130% between first CAD to
CAD 25.00 of landed cost. CAD 25.00 of landed cost
(alcohol content >14.5%) (alcohol content >14.5%)
60% on portion of landed 60% on portion of landed
cost between CAD 25.01 cost between CAD 25.01 and
and CAD 37.50/litre (alcohol | 37.50/litre (alcohol content
content >14.5%) >14.5%)
30% on any portion of 30% on any portion of
landed cost over CAD landed cost over CAD
37.50/litre (alcohol content 37.50/litre (alcohol content
>14.5%) >14.5%)
Yukon Mark-up for large producers Mark-up for large producers Mark-up for large producers
(total annual production > (total annual production (total production
8,300 litres of absolute ethyl | >60,000 litres): >25,000 hl):
alcohol): 98% on portion of landed CAD 1.00/litre — draft beer
138% on portion of landed cost between CAD 0.00 and CAD 1.00/litre - packed beer
cost between CAD 0.00 and CAD 7.50 70% + CAD 0.30/litre (cost
CAD 17.40 55% on portion of landed of service) - coolers
35% on portion of landed cost between CAD 7.51 and
cost between CAD 17.41 and | CAD 21.00 Mark-up for medium-sized
CAD 53.40 15% on portion of landed producers (total annual
15% on portion of landed cost over CAD 21.01 - table | production between 15,000
cost over CAD 53.41. wines and ready-to-serve: and 25,000 hl):
125% on portion of landed CAD 0.40/litre - draft beer
Mark-up for small and cost between CAD 0.00 and CAD 0.40/litre - packaged
medium-sized producers CAD 7.50 beer
(total annual production 55% on portion of landed
<8,300 litres of absolute cost between CAD 7.51 and Mark-up for small producers
ethyl alcohol): CAD 21.00 (total annual production
CAD 11.70 per litre 15% on portion of landed <15,000 hl):
cost over CAD 21.01 - CAD 0.10/litre - draft beer
fortified wine CAD 0.10/litre - packaged
beer
Mark-up for small and
medium-sized producers
(total annual production
<60,000 litres):
CAD 7.70/litre - table wines
a Exempted from taxes and mark-ups: home-brewed/made beer/wine and beverages.
b Environmental tax (if applicable) - CAD 0.0893 for each non-refillable container.
C A manufacturer having 49,000 hl or less in worldwide production of beer in the previous calendar
year qualifies for microbrewer rates
Source: Various Canadian websites.

3.56. In conjunction with the legalization of cannabis for non-medical purposes in Canada in
October 2018, the Excise Act, 2001 was amended to apply an excise duty framework to cannabis
products. Licensed cannabis producers are liable to remit the excise duty and ensure excise stamps
are placed on all duty-paid cannabis products, legally produced and available for purchase. The
Federal Government agreed on a coordinated cannabis taxation framework with most provincial and
territorial governments in December 2017. Under the agreement, the Federal Government is to
receive 25% of the revenue collected (maximum CAD 100 million per year for the first two years
after legalization), with the remaining revenues to be distributed among the participating provinces
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and territories. The excise rates on cannabis products are set out in the Excise Act, 2001 and its
Regulations.

3.1.4.4 Other charges

3.57. The Pan-Canadian Approach to Pricing Carbon Pollution®’, a federal benchmark announced in
2016, aims at ensuring that carbon pollution pricing applies to a broad set of emission sources
throughout Canada, with increasing stringency over time, to reduce greenhouse gas emissions at
the lowest cost to business and consumers, and to support innovation and clean growth. The federal
benchmark recognized that provinces and territories have implemented, or are developing, their
own carbon pollution pricing systems, and outlined criteria all systems must meet to ensure they
are stringent, fair, and efficient. The Federal Government committed to implementing a federal
carbon pollution pricing system in provinces and territories that request it or do not have a carbon
pricing system that meets the federal benchmark in 2019.

3.58. Alberta, British Columbia, Newfoundland and Labrador, Nova Scotia, Prince Edward Island,
Quebec, Saskatchewan and the Northwestern Territories have established, or are on track to
implement, provincial explicit price-based systems or cap-and-trade systems. The Federal
Government is implementing the federal carbon pollution pricing system in Manitoba, New Brunswick
and Ontario, and the federal system also applies in part in Prince Edward Island and Saskatchewan.
Carbon pollution pricing will take effect in the territories in July 2019, with the Northwest Territories
implementing its own system, and Nunavut and Yukon having agreed to the federal system.

3.59. All direct proceeds from pricing carbon pollution under the federal system are to be returned
to the jurisdiction in which they were collected. The Federal Government is to provide an annual
update on how proceeds have been used. Provincial and territorial governments that have committed
to addressing climate change by voluntarily adopting the federal system will receive these proceeds
directly from the Federal Government and can decide on how to use them. Proceeds from carbon
pollution pricing remain in the jurisdiction of origin.

3.1.5 Import prohibitions, restrictions, and licensing

3.60. The importation of certain goods into Canada is prohibited by law. Such goods are grouped
within tariff lines 9897.00.00, 9898.00.00 and 9899.00.00 of the Customs Tariff®®, and include
certain endangered species or those posing a potential threat to the environment; base or counterfeit
coins; used or second-hand mattresses and materials therefrom; reprints of Canadian copyrighted
works or British works copyrighted in Canada; prison labour goods; certain used or second-hand
motor vehicles and aircraft; white phosphorous matches; firearms and prohibited or restricted
weapons and ammunition; asbestos and products containing asbestos; and publications deemed
obscene, constituting hate or terrorist propaganda, or of treacherous or seditious character within
the meaning of the Criminal Code. The CBSA provides further information on the underlying policy
in its D9 Memoranda series. Since the last TPR, the CBSA has issued updated memoranda on the
importation of used or second-hand vehicles (August 2016), policies regarding the classification of
obscene material (June 2017) and hate propaganda, sedition, and treason materials (July 2017);
and a revised memorandum on the determination procedures for obscenity and hate propaganda
(September 2018).8° The basic features of the system remain unchanged.

3.61. According to Section 5(1) of the Export and Import Permits Act, the Governor in Council is
empowered to establish an Import Control List (ICL) to: (i) ensure the best possible supply of articles
in scarce supply in world markets or in Canada, or articles subject to governmental controls in the
country of origin or to allocation by intergovernmental arrangement; (ii) support any action taken
under the Farm Product Agencies Act; (iii) restrict the importation of arms, ammunition, implements
or munitions of war, etc.; (iv) implement an action taken under the Agricultural Marketing Programs
Act or the Canadian Dairy Commission Act, with the object or effect of supporting the price of the
article; (v) implement an intergovernmental arrangement or commitment; or (vi) to prevent imports

87 Government of Canada's online information. Viewed at: https://www.canada.ca/en/environment-
climate-change/services/climate-change/pricing-pollution-how-it-will-work.html.

88 Customs Tariff Act (S.C. 1997, c. 36), Section 136(1).

8 CBSA Memoranda D9-1-11 of 25 August 2016; D9-1-1 of 7 June 2016; D9-1-15 of 12 July 2017; and
D9-1-17 of 20 September 2018.
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that frustrate or circumvent the WTO Agreement on Textiles and Clothing. The ICL is updated
regularly, and currently classifies goods in 193 product categories.?°

3.62. Canada notifies its import licensing procedures to the WTO on a regular basis. The most recent
notification, covering 2016, provides information on licensing applied to enforce requirements under
the Export and Import Permits Act (R.S.C., 1985, c. E-19), acts pertaining to controlled drugs and
substances, explosives, nuclear safety and controlled rough diamonds, wild animal and plant
protection, animal health, fish inspection, food and drugs, the National Energy Board Act (oil and
gas), the Canada Agricultural Products Act (fruit, vegetables, and cheeses), and the Grower
Requested Own Use (GROU) Program (Canadian-registered agricultural pesticides). In addition, on
the basis of the Canadian Environmental Protection Act, Canada has promulgated several regulations
governing the exportation, importation, interprovincial movement, and recycling of hazardous
waste, as well as the Ozone-depleting Substances and Halocarbon Alternatives Regulations to

implement intergovernmental arrangements and commitments (Table 3.17).

Table 3.17 Main import restrictions and licensing requirements, March 2019

Product Main legal basis/rationale

Food of animal and plant origin

Regulated animals, animal products and by-
products, and germplasm
Plant pests, plants and plant products

Unregistered pest-control products for the
purpose of manufacturing, own use or research

Controlled substances, industrial hemp and
precursor chemicals (Schedules I to VI to the
Controlled Drugs and Substances Act)

Explosives

Chemicals controlled under the Chemical
Weapons Convention, Munitions Items (weapons,
ammunition and war supplies)

Prescribed nuclear equipment and information,
radiation devices, and nuclear substances

Carbon steel products and specialty steel
products

Species regulated under the Convention on
International Trade in Endangered Species of
Wild Fauna and Flora

Health products

Rough diamonds

Asbestos and asbestos-containing products

Textile and clothing products

Natural gas
Firearms, prohibited weapons, and prohibited
devices

Food and Drugs Act and Safe Food for Canadians Act (WTO
document G/LIC/N/2/CAN/1). To ensure that the imported food
meets Canadian standards for safety, quality, and labelling.
Health of Animals Act, to protect against the introduction and
spread of diseases in Canada.

Plant Protection Act, to protect against the introduction and
spread of pests injurious to plants in Canada

Pest Control Products Act, to ensure that the importation of an
unregistered pest-control product is used for the specific
purpose, and to ensure that it does not pose any unacceptable
health or environmental risks.

Controlled Drugs and Substances Act (UN Drug Control
Conventions).

Explosives Act.
Export and Import Permits Act, to restrict importation and/or
implement an intergovernmental arrangement or commitment.

Nuclear Safety and Control Act, to ensure that products subject
to regulatory control are destined to authorized persons or
organizations, and that their use will not pose undue risk to
health, safety, security, and the environment (implements
international obligations).

Export and Import Permits Act, to monitor the volume and the
origin of carbon and specialty steel products.

Wild Animal and Plant Protection and Regulation of
International and Interprovincial Trade Act (WAPPRIITA), to
allow the importation of certain species and their by-products
in internationally-agreed circumstances. For species in
Schedule II, to ensure that there are sufficient safeguards and
security to prevent escapes to the wild.

Food and Drugs Act, to ensure that imported natural health
products, drugs, blood and medical devices meet Canadian
requirements for safety, efficacy, and quality.

Export and Import of Rough Diamonds Act. In December 2000,
the United Nations General Assembly adopted resolution
A/RES/55/56, supporting the creation of an international
certification scheme for rough diamonds. This was followed by
support from the United Nations Security Council in its
Resolution 1459 passed in January 2003.

Updated regulations to ban asbestos, and products containing
it, came into force on 30 December 2018, and the Government
repealed its previous control measures. The changes come
under Canada's comprehensive strategy to manage asbestos,
announced in December 2016.

Export and Import Permits Act, to implement FTAs with the
United States, Mexico, Chile, Costa Rica, and Honduras.
National Energy Board Act.

Customs Act, Firearms Act, and the Exports and Imports Permit
Act (EIPA).

°0 Government of Canada, Justice Laws Website. Viewed at: http://laws-

lois.justice.gc.ca/PDF/C.R.C., c. 604.pdf.
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Product Main legal basis/rationale
Hazardous waste and hazardous recyclable Canadian Environmental Protection Act, to implement
material international and bilateral obligations.
Ozone-depleting substances Canadian Environmental Protection Act, to implement

international obligations.

Source: WTO document G/LIC/N/3/CAN/17, 1 October 2018; and information provided by the authorities.

3.63. Updated regulations to ban asbestos, and products containing it, came into force on
30 December 2018, and the Government repealed its previous control measures. The Prohibition of
Asbestos and Products Containing Asbestos Regulations issued under the Canadian Environmental
Protection Act, 1999 (CEPA), were finalized in October 2018. Their coming into force led to the repeal
of the Asbestos Products Regulations, which had been issued under the Canada Consumer Product
Safety Act. The new Regulations ban the import, sale and use of the substance and products
containing it, with several limited exceptions. These include a time-limited exemption for the
chlor-alkali industry until the end of 2029. The changes come under Canada's comprehensive
strategy to manage asbestos, announced in December 2016.°!

3.1.6 Anti-dumping, countervailing, and safeguard measures
3.1.6.1 Anti-dumping and countervailing measures

3.64. Finance Canada is the agency responsible for policy issues regarding trade remedies. Global
Affairs Canada is responsible for ensuring that policy follows Canada's trade policy agenda. The main
regulations with respect to anti-dumping (AD) and countervailing (CV) measures are contained in
the Special Import Measures Act (SIMA),°? the Special Import Measures Regulations (SIMR)
(SOR/84-927), the Canadian International Trade Tribunal Regulations, and the Canadian
International Trade Tribunal Rules, which set out the rules and procedures for the imposition of trade
remedies in Canada. The last amendment to the SIMA, the SIMR, and the Rules came into force on
26 April 2018. The changes in legislation were notified to the WTO in May 2018 and are contained
in the following legal instruments: the Budget Implementation Act, 2017, No. 1; the Regulations
Amending the Special Import Measures Regulations; and the Canadian International Trade Tribunal
Regulations; and the Rules Amending the Canadian International Trade Tribunal (CITT) Rules.®3

3.65. The key elements of the amendments include: provisions that permit the Canada Border
Services Agency (CBSA) to conduct new scope proceedings and anti-circumvention investigations,
provisions that grant the CBSA the ability to disregard certain sales due to a particular market
situation, changes in sunset review procedures, and provisions that give unions participatory rights
in dumping and subsidy investigations (see below).?* The authorities noted that many of the
amendments were implemented to modernize legislation.®>

3.66. AD and CV investigations can be initiated following a petition of the domestic industry, or may
be self-initiated by the CBSA, although this is seldom the case. The process is conducted through a
bifurcated system, in which the CBSA determines whether dumping and/or subsidization occurred,
and the CITT determines whether injury, threat of injury or retardation has resulted in the domestic
industry. The CBSA receives the complaint, evaluates it, and decides whether it may start a formal
investigation to determine whether the goods are dumped or subsidized. To ensure there is sufficient
support by the Canadian industry for an investigation, producers representing at least 25% of
Canadian production must support the complaint, and there must be more support than opposition

°1 Government of Canada online information. Viewed at: https://www.canada.ca/en/health-
canada/services/chemical-substances/chemicals-management-plan/initiatives/asbestos.html.

92 Special Import Measures Act (R.S.C., 1985, c. S-15), latest amendment in April 2018.

93 WTO document G/ADP/N/1/CAN/4/Suppl.2, G/SCM/N/1/CAN/4/Suppl.2, G/SG/N/1/CAN/3/Suppl.1,
19 June 2018.

%4 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sapt-pesp-eng.html.

%5 0n 22 June 2016, the SIMA was amended to make changes regarding the preliminary determination,
where the investigation is no longer terminated for goods with an insignificant estimated margin of dumping,
but duties will not be collected. Also, additional time was granted in expiry reviews and expiry reviews were
allowed to start later. On 22 June 2017, the SIMA was amended to include scope proceedings,
anti-circumvention investigations, particular market situations, participation by unions, and termination by the
exporter. The provisions regarding determination by the exporter went into effect at this time; the others
required regulatory changes, which went into effect in April 2018. On 26 April 2018, the SIMR and CITT
Regulations were amended to allow for the legislative changes concerning scope proceedings,
anti-circumvention investigations, particular market situations, and participation by unions to take effect.
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to the complaint within the Canadian industry.®® Once a formal complaint is received, the CBSA has
21 days to determine if it is properly documented. If the complaint is not properly documented, all
the proceedings cease. If the CBSA determines that a complaint has been properly documented, a
decision on whether or not to initiate an investigation must be made within 30 days. If the CBSA
decides not to initiate an investigation, all the proceedings cease. If the CBSA determines that an
investigation should be started, questionnaires are sent to exporters, importers, and, in subsidy
investigations, to the government of the exporting country.

3.67. Following the decision to start an investigation, the CBSA sends a copy of the complaint to
the CITT. The CITT then initiates its preliminary injury inquiry, which investigates into whether the
dumping and/or subsidizing have caused or threaten to cause material injury to a domestic industry
or have caused material retardation of the establishment of a domestic industry. Within 60 days,
the CITT will either terminate its inquiry or make a preliminary finding of injury. In the preliminary
inquiry phase, the CITT determines whether the evidence discloses a reasonable indication of injury,
threat of injury or retardation. If the CITT finds that there is no reasonable indication, both the CITT
injury inquiry and the CBSA investigation are terminated. If the CITT finds that there is a reasonable
indication of injury, threat of injury, or retardation it issues its decision and reasons to that effect.
Following the CITT's preliminary determination of injury, the CBSA must, within 90 days after the
date of its initiation (or 135 days if the case is complex), make a preliminary determination or
terminate the investigation.®” If the CBSA terminates the investigation, all the proceedings are ended
including the CITT injury inquiry. If the CBSA determines that there is dumping or subsidizing of the
goods, provisional duties may be imposed by the CBSA and the CITT will initiate its final injury
inquiry. There is also a possibility for the CBSA to accept price undertakings in which an exporter
increases selling prices so that the margin of dumping, amount of subsidy or injury is eliminated.
Such undertakings would suspend both the CBSA investigation and the CITT inquiry.

3.68. The CITT must, within 120 days after the initiation of its injury inquiry, make its final injury
finding. Where the CITT determines there is no injury (or threat of injury) to the domestic industry,
all the proceedings are terminated, and the provisional duties are returned. Where the CITT makes
a finding of injury, the CBSA will review and finalize the provisional duties within six months of the
finding. Definitive AD or CV duties are imposed only after the CITT has issued an injury or threat of
injury finding. All in all, the SIMA investigative process generally takes about 260 days from the time
the CBSA receives a complaint until the CITT makes a finding.?® The CBSA collects final duties and
monitors imports of subject goods while the finding is in place for the next five years. Under the
SIMA, a finding of injury, or threat of injury, or an order continuing a finding of injury, or threat of
injury, and the associated special protection in the form of AD or CV duties expire five years from
the date of the finding or the order, unless an expiry review has been initiated. In practice, expiry
reviews are completed before the expiry date of the finding or order duty.

3.69. One of the main changes brought about by the review of Canada's trade remedies legislation
is the introduction of anti-circumvention proceedings.?® The proceedings before the CBSA were
established to determine whether goods are being imported for the specific purpose of circumventing
existing AD and CV duties, which could result in the scope of the duties being extended to cover
importations of such goods. Anti-circumvention investigations seeking to eliminate circumvention of
an existing order or finding may be initiated as a result of a complaint, or may be self-initiated by
the CBSA, which is in charge of the investigation. Generally, an anti-circumvention investigation is
initiated as a result of the submission of a formal complaint. If circumvention is found following a

% CBSA, Overview of Canada's Anti-Dumping and Countervailing Investigative Processes. Consulted at:
https://www.cbsa-asfc.gc.ca/sima-Imsi/brochure-eng.html.

°7 Paragraph 41(1)(a) of the SIMA requires the CBSA to terminate an investigation in respect of any
goods of an exporter if the margin of dumping of the goods of that exporter is insignificant (i.e. less than 2%
of the export price of the goods). The CBSA may also terminate the investigation at the request of the
exporter.

%8 CBSA, Special Import Measures Act (SIMA) Investigative Process and Timeframes, flowchart and
explanations. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/flowchart-eng.pdf.

% Under Canadian law, circumvention occurs when trade and business practices are altered to
specifically avoid the liability for SIMA duties. More specifically, circumvention is defined in Section 71 of the
SIMA as occurring when all of the following elements are present: (a) a change in the pattern of trade has
occurred after a dumping or subsidy investigation was initiated; (b) a prescribed activity is occurring, and
imports of the goods to which that prescribed activity applies are undermining the remedial effects of an order
or finding of the CITT; and (c) the main cause of the change in trade pattern is the imposition of AD or CV
duties. Duty evasion that results from illegal activities such as fraud is not within the scope of anti-
circumvention investigations.
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formal investigation by the CBSA, duties will be extended to those goods that are circumventing.
(See below).

3.70. The decision to initiate or not an anti-circumvention investigation must be made within
45 days of receipt of a circumvention complaint. If the CBSA is of the opinion that there is evidence
that circumvention is occurring, it initiates an investigation. The decision to initiate can be made
with respect to some or all of the goods identified in the complaint. Likewise, an investigation can
be specific to certain goods from an exporter(s) or with respect to certain goods from a country. If
the CBSA decides not to initiate, all actions with respect to the complaint are terminated. The CBSA
notifies the complainant and provides the reasons for its decision. When an investigation is initiated,
Requests for Information (RFIs) are sent to importers, exporters, vendors and foreign producers of
the goods under investigation, as well as domestic producers of like goods, in order to obtain the
necessary information for the investigation. A typical Anti-Circumvention Investigation Schedule is
summarized in Box 3.1. Schedules are published on the CBSA's website at initiation and updated as
required.

Box 3.1 Schedule of an Anti-Circumvention Investigation

Day 0 The CBSA initiates an anti-circumvention investigation, sends out RFIs and issues its Statement
of Reasons

Day 21 Importer's response to Request for Information due

Day 37 Exporter/producer responses to Request for Information due

Day 110 Close of Administrative Record

Day 135 Statement of Essential Facts (SEF) published

Day 142 Comments on SEF due
Day 149 Responses to comments due
Day 180 Conclusion of Anti-Circumvention Investigation, CBSA's decision, notification to the CITT where

circumvention is found, and Statement of Reasons issued

Source: CBSA, Anti-Circumvention Investigations conducted pursuant to the SIMA. Viewed at:
https://www.cbsa-asfc.gc.ca/sima-Imsi/ac-eng.html.

3.71. In each anti-circumvention investigation, a date for the close of the administrative record is
established, after which no further information may be submitted by parties. This permits the CBSA
to prepare the SEF, a non-confidential report that includes the CBSA's preliminary assessment of
whether the evidence discloses a reasonable indication of circumvention. It also includes the
summary of the facts that the CBSA relied on in making that preliminary assessment. After
publication of the SEF, parties may choose to submit case arguments based on any relevant
information available on the administrative record and respond to the CBSA's preliminary
assessment detailed in the SEF. During the investigation, evidence may be discovered that the goods
under investigation are subject to an order or finding. To determine if this is the case, the CBSA will
consider the prescribed factors for making a scope ruling. If the goods are found to be subject to an
order or finding, the CBSA will terminate the anti-circumvention investigation, prior to the publication
of the SEF, and will issue its reasons for terminating the investigation, including the reasons for
determining that the goods in question are subject to an order or finding. This decision to terminate
is deemed to be a scope ruling (see below).

3.72. Ingeneral, the CBSA makes a circumvention decision, based on prescribed anti-circumvention
factors, within 180 days of the initiation of the investigation. In certain circumstances, such as where
complex or novel issues arise, the CBSA may extend the period for making its decision to 240 days.
If the CBSA makes a decision that the order or finding is not being circumvented in respect of some
or all of the goods, AD and/or CV duties will not be extended to those goods. If it makes a decision
setting out a finding of circumvention, it notifies the CITT, which in turn modifies the original finding
or order to include the circumventing goods, and thereby extend AD and/or CV duties to those goods.
The CBSA may also make a partial finding of circumvention, that is, find that only some goods under
investigation are circumventing the order or finding. Once the CITT modifies the order or finding,
AD or CV duty is payable on all dumped or subsidized goods of the same description that are released
on or after the day of the amendment. In addition, retroactive assessment of duties is applied to
dumped and subsidized goods released on or after the day the anti-circumvention investigation is
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initiated. These duties are applicable until such time as the order or finding is amended or rescinded
or it expires. The CBSA notifies the importer, the exporter, the government of the exporting country,
the domestic producers and the complainant, if any, of the initiation of the investigation, the
termination, the extension, the publication of the SEF, and the final decision.

3.73. The SIMR contains provisions (Sections 57.11 to 57.16) identifying factors considered in
assessing the various elements of circumvention. The factors may be considered on a country level
or on an exporter-specific level, depending on the nature of the investigation. These factors are for
the purposes of determining: (@) whether there has been a change in the pattern of trade!%;
(b) whether an activity prescribed under Section 57.12 of the SIMR is occurring®, namely: (i) the
assembly or completion of like goods in Canada, or in a third country, using parts or components
originating in, or exported from, a country subject to the applicable order or finding2; and (ii) the
slight modification of like goods originating in, or exported from, a country subject to the applicable
order or finding, whether the modification took place in the subject country or a third country, so
that the goods are no longer like goods'®3; (c) whether imports of the goods to which a prescribed
activity applies are undermining the remedial effects of existing duties®*; and (d) whether the
principal cause of change in trade pattern is the imposition of AD and/or CV duties.0>

3.74. Exporters of goods to which a circumvention finding applies may seek an exemption from the
extension of duties resulting from an anti-circumvention investigation.% In this case, the CBSA
initiates an exemption review where the circumstances warrant it. The CBSA notifies the importer,
the exporter, the government of the exporting country, and the domestic producers of the initiation
and completion of the review. Goods subject to the investigation imported by the exporter making
the request will be assessed for AD and/or CV duty during the exemption review. If the CBSA
determines that the goods are exempt from the extension of duties, the CITT will amend the order
or finding that is affected by the review, in order to give effect to the CBSA's determination. Duties
cease on the day the CITT amends the order. Tariffs paid are not reimbursed.

3.75. The new Scope Proceedings have the purpose of establishing whether a particular product
falls within the scope of an existing AD and/or CV measure. Scope Proceedings may be initiated as
a result of an application made by interested persons (e.g. importers, exporters, or domestic
producers), or may be self-initiated by the CBSA. The result is binding and appealable.1%? A scope
ruling specifies whether the product in question falls within the product description of the applicable
order, finding or undertaking, including whether the goods in question originate in a country named
in the order, finding or undertaking. The ruling does not result in a modification of the measure.

3.76. An application for a scope proceeding may request clarification on one or both of two particular
issues: whether the product in question falls within the product description of an AD or CV measure,
or whether the goods in question originate in the country named in an AD or CV measure. After

100 1n determining the change of trade patterns, the CBSA must take into account: any change in the
import volume of subject goods; any change in the import volume of goods that are allegedly circumventing
the order or finding; any change in the import volumes of like goods, or the components that can be
assembled into like goods, from a country that is named in the applicable order or finding into a third country
that is part of the anti-circumvention investigation; and any other factor that is relevant in the circumstances.

101 Any of the factors listed in Section 57.12, by itself, is a deciding factor.

102 ynder these activities: the parts or components must represent a major portion of the total cost of
producing the like goods; the process of assembling or completing the like good must be insignificant; and the
parts or components from the subject country do not need to be the only ones used to assemble or complete
the like goods. See Section 57.13 of the SIMR for further information.

103 Section 57.14 of the SIMR describes the factors the CBSA may consider when determining whether a
modification of like goods is slight.

104 To determine if imports of goods to which a prescribed activity applies are undermining the remedial
effects of duties, the CBSA may consider the following factors: (a) price and volume of the like goods that are
assembled or completed in Canada and sold in Canada, or the price and import volume of like goods that are
assembled or completed in a third country, or of slightly modified like goods; (b) whether the goods are sold to
the same consumers that otherwise may have bought goods subject to the order or finding; (c) whether the
goods have the same end use as the goods subject to the order or finding; and (d) any other factor that is
relevant in the circumstances.

105 To this end, the CBSA may consider the factors found in Section 57.16 of the SIMR.

106 To request that the CBSA carry out an exemption review, the exporter must not: have been given
notice of the initiation of that investigation; be associated with an exporter who was given such notice; or have
been requested to provide information during the course of that investigation.

107 Scope rulings are issued under Subsection 66(1) of the SIMA.
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receipt of the application, the CBSA has 30 days (or 45 days, if extended) to review it and determine
if the application should be rejected.!%8 If this is the case, the CBSA notifies the applicant and
provides the reasons for its decision. If the application is not rejected, a scope proceeding is initiated.
The CBSA notifies the applicant, if any, the government of the country of export, the exporter, the
importer, and the domestic producers of the initiation of the proceeding. The CBSA may send RFIs
to obtain the necessary information for its proceeding; the information requested in the RFI will be
limited to the specific question of scope. The CBSA is generally required to terminate the scope
proceeding or make a scope ruling within 120 days of initiation (Box 3.2). However, the timeline to
conduct the proceeding may be shortened, if the CBSA considers it appropriate, or extended to
210 days in certain circumstances, such as when facing complex or novel issues. The CBSA notifies
the applicant, the government of the country of export, and any other parties who have requested
notification of changes to the proceeding schedule. The scheduling of events is published on the
CBSA's website at the time the scope proceeding is initiated and is updated as required.

Box 3.2 Scope Proceeding Schedule

Day 0 Initiation — Requests for Information (RFIs) sent out
Day 21 Importer's response to RFI due
Day 28 Exporter/producer responses to RFI due
Day 55 Closing of the administrative record?
Day 80 SEF published®
Day 87 Case arguments due from interested persons
Day 94 Reply submissions due from interested persons
Day 120 Conclusion of scope proceeding, ruling issued and Statement of Reasons published
a In each scope proceeding, a date for the close of the administrative record is established, after
which no further information may be submitted by parties.
b The SEF is a non-confidential report prepared by the CBSA, which include the CBSA's preliminary

assessment of whether the goods are subject to the AD or CV measure. It also includes a summary
of the facts that the CBSA relied on in making that preliminary assessment. After publication of the
SEF, parties may choose to submit case arguments based on any relevant information available on
the administrative record and respond to the CBSA's preliminary assessment detailed in the SEF.

Source: CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sp-pp-eng.html.

3.77. The CBSA may terminate the scope proceeding at any time prior to the issuance of the SEF,
if: (i) it is unable to obtain, or assess the accuracy of, the evidence; (ii) it is of the opinion there are
no grounds for making the scope ruling; or (iii) one or more of the conditions for rejecting an
application for a scope ruling have come into effect subsequent to the initiation of the scope
proceeding.

3.78. In making a scope ruling, the CBSA takes into account a number of factors, including: (i) the
detailed description of the goods in the order or finding; (ii) the detailed description of the goods in
the preliminary determination of dumping or subsidizing and in the undertaking; (iii) the CITT's
reasons for the order or finding; (iv) the CBSA's reasons for the preliminary determination of
dumping or subsidizing; (v) any relevant decision by the CITT, the Federal Court of Appeal (FCA),
the Supreme Court of Canada (SCC), or a binational panel; (vi) the physical characteristics of the
goods, technical specifications, and product composition, uses, packaging and distribution; (vii) the
production activities undertaken in the subject country or the third country; (viii) the nature of the
goods when they were exported from the subject country or the third country; (ix) the costs of
production incurred in the third country; and (x) any other relevant factors that may be applicable
to the specifics of the case. A scope ruling takes effect on the day it was made, unless otherwise
stipulated, and includes any terms and conditions that are considered appropriate. For example, the

108 An application may be rejected by the CBSA for the following reasons: a) the application is
incomplete; b) there is already a scope ruling that applies to the goods in question; c) the goods have not been
produced as of the day on which the application is received; d) the issue is the subject of a proceeding before
the President (of the CBSA), the CITT, the Federal Court of Appeal (FCA), the Supreme Court of Canada (SCC)
or a binational panel; e) there is a decision setting out a finding of circumvention that resulted in an amended
CITT order that applies to the goods; f) a decision by the CITT, the FCA, the SCC, or a binational panel applies;
or g) in the opinion of the President (of the CBSA), the application is frivolous, vexatious or made in bad faith.
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ruling may request that a specified certificate be included with the import documentation for a good
considered to be not subject to a CITT finding; failure to provide the required certificate could result
in the imposition of AD or CV duties. A scope ruling is binding on the CBSA for subsequent decisions
made with respect to the goods to which the ruling applies that are released on or after the effective
date of the ruling.1%?

3.79. A scope ruling may be appealed to the CITT by any interested person. The notice of appeal
must be filed in writing with the CBSA and the CITT within 90 days of the date the ruling was made.
A decision made by the CITT may be further appealed to the FCA.

3.80. The CBSA reviews scope rulings to give effect to a decision of the CITT, the FCA, or the SCC,
and may also review scope rulings if: (i) an order or finding is issued by the CITT with respect to
goods of the same description as goods to which the ruling applies, except if those goods originate
in, or are exported from, a country that is different from the subject country in the ruling; (ii) the
CITT, the FCA, or a binational panel makes a decision that relates to the subject matter addressed
in the scope ruling; (iii) the CBSA makes a decision setting out a finding of circumvention that
impacts the scope ruling; (iv) the ruling was based on erroneous information; or (v) there was a
material change in circumstances since the ruling was made. The review of a scope ruling may result
in the confirmation, amendment or revocation of the scope ruling.110

3.81. Another important change introduced by the amendments to the SIMA refers to the provisions
to deal with price distortions. In accordance with the updated legislation, margins of dumping may
now be calculated using an alternative methodology in situations where domestic prices in the
exporting country are distorted due to a particular market situation. In such cases, sales in the
exporter's domestic market may be disregarded by the CBSA during its investigation, and the price
determined instead by calculating the cost of production and adding reasonable amounts for selling,
administration costs and profit.

3.82. The amendments to the SIMA also allow labour unions to participate in dumping and subsidy
investigations. Unions that represent persons employed in the production of like goods in Canada
are now required to be identified in complaints, or may come forward themselves, and have full
participatory rights accorded to other interested parties. At the initiation of a dumping or subsidy
investigation, notice is sent to the trade unions identified in the complaint. The notice informs the
union that it is considered to be a party to the proceeding. Other trade unions may be identified as
parties to the proceeding at a later stage, as the proceeding develops. A trade union that is identified
as a party to the proceeding may request information in accordance with the disclosure of
information provisions of the SIMA and may provide information to the CBSA.1t1

3.83. A number of changes were also introduced to the CITT Rules on 26 April 2018. Some of the
main changes are summarized in Box 3.3.

3.84. Between 2015 and 2018, the CBSA initiated 45 AD investigations, with a peak of
14 investigations each in 2016 and 2017. In 2018, 14 new investigations were initiated. In general,
there has been an increase in the number of AD investigations since 2016, compared to 2015, where
there were only three initiations. However, the number of initiations since 2016 is similar to those
registered in 2013 and 2014 (16 and 13, respectively). Since the beginning of the WTO
(1 January 1995) and up to end-2018, Canada initiated 241 AD investigations. Similarly, there has
been an increase in the overall number of measures adopted: 33 AD measures were adopted
between 2015 and end-2018, compared with 24 between 2011 and 2014. However, the number of
measures applied in 2017 and 2018 declined, as several of the investigations initiated in 2016 and
2017 ended in a non-injury determination.!2 Of the 45 AD investigations initiated over the period
2015-18, 41 led to the imposition of preliminary duties.

109 CBSA, Scope Proceedings. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sp-pp-eng.html.

110 CBSA, Scope Proceedings. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sp-pp-eng.html.

111 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sapt-pesp-eng.html.

112 CBSA, Historical Listing: An index of dumping and subsidy investigations conducted pursuant to the
Special Import Measures Act since its implementation on December 1, 1984. Viewed at: https://www.cbsa-
asfc.gc.ca/sima-Imsi/hist-eng.html.
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Box 3.3 Summary of changes to the Canadian International Trade Tribunal Rules
1) E-filing:

Electronic filing of documents has been made mandatory.

2) Rules of general application

New Rule 17(2) allows counsel for parties to serve confidential information directly on other counsel who have
been granted access to confidential information in a proceeding. Previously, only the CITT could serve
confidential information on counsel.

New Rule 20.1 explicitly states the power of the CITT to compel a non-party to file a questionnaire response or
to provide specific information to the Tribunal.

New Rule 21.1 explicitly states the power of the CITT to request affidavits in the context of various proceedings,
while at the same time reserving the discretion to do so on a case-by-case basis.

New Rule 23.1(3) allows other parties the opportunity to comment on a request for a decision or order.

Rule 22 was amended to change the deadline for filing of expert reports to 30 days before the hearing instead
of 20. Similarly, the deadline to file rebuttal expert reports was changed to 20 days before the hearing instead
of 10.

Rule 23(3)(b) was amended to allow experts to attend the confidential portion of CITT hearings.

Rule 24(3) was amended to change the deadline for filing a motion from three days prior to the hearing date
to five.

3) SIMA-related amendments

The definition of "interested party" in Rule 2 was amended to add trade unions, to reflect the changes made to
the SIMR and the CITT Regulations.

Rule 57 was amended to explicitly require, in new paragraphs (c.1) and (c.2), the President of the CBSA to
provide the Tribunal with the margin of dumping and the amount of subsidy for the country, respectively. The
provision in the SIMA that required the President of the CBSA to calculate this margin of dumping was removed
as part of the 2017 SIMA amendments, but the CITT still requires this number to conduct its cumulation analysis.

Part V.2 and Rule 68.5 are being added to provide that, where the President of the CBSA makes an anti-
circumvention finding, s/he must file the record of the decision and the SEF with the CITT.

Rule 73.2 was amended to replace the list of factors regarding which the CITT can request information in an
expiry proceeding with a reference to the list of factors contained in Section 37.2 of the SIMR.

Source: CITT online information. Viewed at http://www.citt.gc.ca/en/amendments-citt-rules.

3.85. As was the case in the previous review period, most Canadian investigations in the period of
review involved several countries' exports of the same products. Frequently, they were accompanied
by CV measure investigations on the same products and countries. During the review period, there
were three groups of such AD investigations, accompanied by a CV investigation, all of which resulted
in no AD or CV measure being applied: steel plate from India, and the Russian Federation (initiated
in 2015, terminated by the CITT with no-injury final determination); silicon metal from Brazil,
Kazakhstan, Lao PDR, Malaysia, Norway, the Russian Federation, and Thailand (initiated in 2017,
terminated by the CITT with no-injury final determination in the case of Brazil, Kazakhstan, Lao PDR,
Malaysia, and Thailand)!!3; and certain polyethylene terephthalate resin from China, India, Oman,
and Pakistan (HS 3907.61 and 3907.69, initiated in 2017, terminated by the CITT).!'# There was
also one group of investigations dealing only with AD which ended in an injury determination:
concrete reinforcing bar from Belarus; Chinese Taipei; Hong Kong, China; Japan; Portugal; and
Spain, started in 2016; and another group of AD investigations, only partly accompanied by a
subsidy investigation: fabricated steel components from China, the Republic of Korea, Spain, the
United Arab Emirates and the United Kingdom (accompanied by a parallel subsidy investigation only
for China), which resulted in an injury determination for the China, Republic of Korea and Spain AD
investigations, as well as for the subsidy investigation.

113 The AD investigation was terminated by the CBSA in the case of Norway, due to a finding of no
dumping. For the Russian Federation, the AD investigation was also terminated by the CBSA, but due to
negligible imports. In the case of the subsidy investigations, they were also terminated, due to a no-injury
finding, except for Thailand, for which there was a no-subsidy determination.

114 The subsidy investigations were also terminated by the CITT due to a no-injury finding, except for
Oman and Pakistan, for which they were terminated by the CITT due to negligible volume of imports.
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3.86. In 2018, AD investigations were initiated on three products:

e Corrosion-Resistant Steel Sheet, from China, Chinese Taipei, India and the Republic of
Korea. The CBSA made a final determination of dumping pursuant to paragraph 41(1)(b) of
the SIMA on 22 January 2019.11> The CITT issued its decision, imposing AD duties, on
21 February 2019;

e Carbon Steel Welded Pipe 3 (CSWP), from Pakistan, the Philippines, Turkey, and Viet Nam.
The CBSA was satisfied that CSWP originating in, or exported by one exporter from Turkey
had been dumped by an insignificant margin of dumping and terminated the dumping
investigation in respect of the goods from this exporter on 16 January 2019. The CBSA made
a final determination of dumping in respect of CSWP originating in, or exported from,
Pakistan, the Philippines, Viet Nam, and other exporters from Turkey on the same date.!16
The CITT issued its decision on 15 February 2019, imposing AD duties; and

e 54-inch Gypsum Board, from the United States, which was terminated on 21 August 2018,
as the CITT determined that the evidence did not disclose a reasonable indication that the
dumping had caused injury or retardation, or was threatening to cause injury, to the
domestic industry, and terminated the preliminary injury inquiry.1t”

3.87. Also, in 2018, two products were the subject of multiple AD and CV investigations: Cold-Rolled
Steel, from China, the Republic of Korea and Viet Nam!!8, and Sucker Rods, from China, which were
concluded on 31 October 2018!!° and 14 November 2018, respectively.120

3.88. No anti-circumvention investigations had been initiated as of end 2018. On 26 July 2018, the
CBSA initiated its first scope proceeding since they were enacted into law, as a result of changes to
the SIMA and the SIMR that came into force on 26 April 2018. The proceeding was in respect to
certain fabricated industrial steel components (FISCs) from China, the Republic of Korea, and Spain.
The scope proceeding was the result of an application filed with the CBSA by Woodfibre LNG Limited
(Vancouver, British Columbia), a potential importer of the goods that are the subject of the
application. The scope proceeding was set to establish whether or not liquefied natural gas (LNG)
modules were subject to the CITT's injury finding issued on 25 May 2017 concerning the dumping
of certain FISCs from China, the Republic of Korea (excluding those goods exported by Hanmaek
Heavy Industries Co. Ltd.), and Spain (excluding those goods exported by Cintasa, S.A.), and the
subsidizing of FISCs from China.12! This proceeding was concluded on 23 November 2018, and it
was found that the goods were in scope. It was determined that the FISC portion of Woodfibre's LNG
modules, including pipe rack modules, were subject to the CITT's finding issued on 25 May 2017,
concerning the dumping of certain FISCs from China, the Republic of Korea (excluding those goods
exported by Hanmaek Heavy Industries Co. Ltd.), and Spain (excluding those goods exported by
Cintasa, S.A.), and the subsidizing of FISCs from China. Two other scope proceedings were also
initiated, one concerning the same FISC measures, which was concluded in January 2019, and
another concerning goods subject to the finding of dumping and subsidizing of aluminium extrusions

115 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/i-e/cor2018/cor2018-fd-
eng.html?wbdisable=true.

116 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/i-
e/cswp32018/cswp32018-fd-eng.html?wbdisable=true.

117 Consequently, the CBSA, pursuant to paragraph 35(2)(a) of the SIMA, terminated the investigation
of dumping in respect of certain 54-inch Gypsum Board from the United States, effective 21 August 2018.
CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/i-e/gb22018/gb22018-ti-
eng.html.

118 On 23 August 2018, the CBSA made preliminary determinations of dumping and subsidizing with
respect to certain cold-rolled steel in coils or cut lengths from China, the Republic of Korea, and Viet Nam. The
subject goods are usually classified under the following tariff classification numbers: 7209.15.00.00,
7209.16.00.00, 7209.17.00.00, 7209.18.00.00, 7209.25.00.00, 7209.26.00.00, 7209.27.00.00,
7209.28.00.00, 7209.90.00.00, 7211.23.00.00, 7211.29.00.00, 7211.90.00.00, and 7225.50.00.00. CBSA
online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/i-e/crs2018/crs2018-np-eng.html.

119 On 31 October 2018, pursuant to paragraph 41(1)(b) of the SIMA, the CBSA made final
determinations regarding the dumping and subsidizing of certain cold-rolled steel in coils or cut lengths from
China, the Republic of Korea, and Viet Nam. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/i-
e/crs2018/crs2018-fd-eng.html.

120 On 14 November 2018, pursuant to paragraph 41(1)(b) of the SIMA, the CBSA made final
determinations regarding the dumping and subsidizing of certain sucker rods originating in, or exported from,
China. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/i-e/sr2018/sr2018-fd-eng.html.

121 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sp-
pp/fisc2018/fisc2018-ni-eng.html.
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from China, which was concluded in February 2019. The latter responded to an application from
Nokia Canada Inc. on 27 September 2018, as to whether the aluminium brackets included with its
unassembled Base Transceiver Station (BTS) systems were subject to the CITT's order in respect of
certain aluminium extrusions from China, applied since 2009. On 26 October 2018, the CBSA
initiated a scope proceeding with respect to the goods that were the subject of the application. The
CBSA made a scope ruling on 22 February 2019, that the aluminium brackets included with
unassembled BTS systems imported by Nokia Canada Inc. are not subject to the CITT's order issued
on 17 March 2014, in Expiry Review No. RR-2013-003, concerning the dumping and subsidizing of
certain aluminium extrusions from the People's Republic of China.122

3.89. As of 31 December 2018, there were 83 definitive AD measures in place, compared to
53 reported in the last TPR for December 2014 (Chart 3.5 and Table A3.1).123 Over two thirds of the
measures were applied on steel products; 12% were on other metal products; 8% were on
agricultural products; and the remainder were on miscellaneous manufactured products.'?¢ The
measures were applied on 29 trading partners: Belarus (1); Brazil (3); Bulgaria (1); China (23); the
Czech Republic (1); Denmark (2); Germany (1); Greece (1); Hong Kong, China (1); India (2);
Indonesia (2); Italy (1); Japan (3); the Republic of Korea (11); Mexico (1); the Netherlands (1);
Oman (1); the Philippines (1); Portugal (1); Romania (1); Spain (2); Chinese Taipei (4); Thailand
(2); Turkey (4); Ukraine (3); the United Arab Emirates (1); the United Kingdom (1); the
United States (4); and Viet Nam (3). The average length of the AD measures in place in
December 2017 was 6.4 years, somewhat below the 7 years reported for December 2014 in the
previous Review. However, the lower average is partly due to the increase in recent measures, since
the longest measure, on potatoes from the United States, has been in place for 34 years (since
mid-1984), and the second-longest, on refined sugar from Germany, the Netherlands, the
United Kingdom and the United States, for 23 years.

3.90. Also, as of 31 December 2018, there were 28 CVD measures in place, compared with
17 reported in the last Review for December 2014: 21 of them on steel (14 at December 2014) and
metal products from China, 1 on imports of refined sugar from the European Union, 1 on pasta from
Turkey, 2 on steel products from India, 2 on steel products from Viet Nam, and 1 on steel products
from the Republic of Korea.12> The longest-lasting CVD measure is the one on refined sugar from
the European Union, which has been in place since 1995. The average length of CVD measures as
of end-August 2018 was 5.9 years.

3.91. The CITT is required (Subsection 76.03(2) of the SIMA), no later than two months prior to
the expiry of a finding or an order, to issue a notice to all known interested persons and governments
informing them of the impending expiry. The notice is published in the Canada Gazette and is also
posted on the Tribunal's website at www.citt-tcce.gc.ca/en/dumping-and-subsidizing/expiries. The
notice invites interested persons and governments to submit their views, within 25 days, on whether
the finding or order should be reviewed. On the basis of these views, the CITT determines, on day
50 of the expiry proceedings, whether an expiry (sunset) review of the finding or order is warranted.
The decision is also published in the Canada Gazette and the reasons for the CITT's decision are
issued no later than 15 days following the decision, on day 65. The CITT's decision and reasons are
also posted on its Web site.126 If the CITT finds that an expiry review is not warranted, it issues an

122 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/sp-pp/ae2018/ae2018-
sr-eng.html.

123 Eight more AD measures were applied on February 2019, on Corrosion-Resistant Steel Sheet from
Chinese Taipei, India and the Republic of Korea, respectively, and CSWP 3 from Pakistan, the Philippines,
Turkey, and Viet Nam. CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/hist-
eng.html.

124 The products subject to AD duties were: certain concrete reinforcing bars (9); certain hot-rolled steel
sheet (3); certain copper tube (5); certain steel plate (11); certain steel fasteners (2); certain copper pipe
fittings (4); certain seamless steel casing; certain carbon steel welded pipe (7); certain thermoelectric coolers
and warmers; certain aluminium extrusions; certain oil country tubular goods (10); certain steel grating;
certain pup joints; certain stainless steel sinks; certain steel piling pipe; certain unitized wall modules; certain
silicon metal; certain photovoltaic modules and laminates; certain carbon and alloy steel line pipe (2); certain
large-diameter line pipe (2); certain fabricated industrial steel components (3); certain refined sugar (5);
certain hollow structural sections (2); certain liquid dielectric transformers; certain gypsum board; certain cold-
rolled steel (3); certain dry wheat pasta; and certain sucker rods. CBSA online information. Viewed at:
https://www.cbsa-asfc.gc.ca/sima-Imsi/hist-eng.html.

125 WTO documents G/SCM/N/328/CAN, 26 March 2018, and G/SCM/N/334/CAN, 19 September 2018;
and CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/hist-eng.html.

126 CITT online information. Viewed at: http://www.citt-tcce.gc.ca/en/Expiry Review Guidelines e.
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expiry review notice to that effect with reasons for its decision, and the finding or order expires
five years from the date it was issued. If it determines that an expiry review of the finding or order
is warranted, the CITT commences the expiry review proceedings by issuing a notice of expiry
review, which includes a schedule of events, is published in the Canada Gazette and on its website,
and is sent to the CBSA, to parties and to the counsel of record in the expiry proceedings.

Chart 3.5 Anti-dumping decisions and measures, 2010-18

(number)
18

17

16

14
14
13 13

12
12

10

0 ]

2010 2011 2012 2013 2014 2015 2016 2017 2018

| B Decisions O Measures |

Source: CBSA. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/hist-eng.html.

3.92. The expiry review involves two distinct and subsequent investigations or steps, which must
usually be completed in 310 days. The first investigation is conducted by the CBSA in the
first 150 days to determine the likelihood of continued or resumed dumping and/or subsidizing. The
second investigation is conducted by the CITT in the final 160 days to determine the likelihood of
injury or retardation caused by the continuation or resumption of dumping and/or subsidizing as a
result of the expiry. This second step is contingent on a CBSA finding that the removal of the measure
is likely to lead to the continuation or resumption of dumping or subsidizing.

3.93. Upon receipt of a notice of expiry review, the CBSA is required to commence an investigation
to determine whether the expiry of the finding or order is likely to result in the continuation or
resumption of dumping and/or subsidizing; this determination must be made within 150 days from
the initiation of expiry proceedings. At the end of this period, the CBSA makes an Expiry Review
Decision and a Statement of Reasons, which it submits to the CITT. When making its decision, the
CBSA must take into consideration information provided by parties, as well as: trade compliance
data; import statistics; the results of its most recent re-investigation; market research; and the
CITT's official record of its expiry proceedings. The reasons for the CBSA's determination are issued
within 15 days.

3.94. If the CBSA determines that the expiry of the finding or order is likely to result in the
continuation or resumption of dumping and/or subsidizing, the CITT then initiates an investigation
to determine whether the expiry of the finding or order is likely to result in injury to the domestic
industry or retardation of the establishment of a domestic industry. Generally, on or about day 160,
the CITT issues its order and reasons for its determination on whether the expiry of the finding or
order is likely to result in injury to the domestic industry or retardation of the establishment of a
domestic industry. If it determines that the expiry of the finding or order is likely to result in injury
to the domestic industry or retardation of the establishment of a domestic industry, it issues an
order continuing the finding or order, with or without amendment, for up to five years or until a
request for an interim review is filed with the CITT within that five-year period. AD and/or CV duties
continue to be collected while the order is in effect. If the CITT determines that the expiry of the
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finding or order is not likely to result in injury to the domestic industry or retardation of the
establishment of a domestic industry, it issues an order rescinding the finding or order, which is
usually effective at the end of the five-year expiry period. AD or CV duties collected between the
date of the five-year expiry and the date of the rescission are refunded by the CBSA.1%7

3.95. During the 2015-18 period, there were 55 expiry (sunset) review initiations: 15 (12 AD and
3 CVD) in 2015, 6 (4 AD and 2 CVD) in 2016, 13 (10 AD and 3 CVD) in 2017 and 21 (15 AD and
6 CVD) in 2018 (Table 3.18). As of 31 December 2018, 36 of the reviews had been concluded and
in 33 cases the AD/CV duties were continued, albeit in 5 cases some products were excluded from
the order.!2® The measures were rescinded in three cases (greenhouse bell peppers from the
Netherlands and hot-rolled carbon steel sheet from Chinese Taipei and India).

Table 3.18 Expiry reviews conducted between 2015 and 2018

Case Status/conclusion
2018

Hot-Rolled Carbon Steel Plate
and High-Strength Low-Alloy
Steel Plate: dumping (Bulgaria,
Czech Republic and Romania)
Structural Tubing: dumping
(Republic of Korea and Turkey)

Circular Copper Tube: dumping
(Brazil, China, Greece, Republic
of Korea and Mexico) and
subsidy (China)

Thermoelectric Containers
(China)

Silicon Metal (China)
Unitized Wall Modules: dumping
and subsidy (China)

Carbon Steel Welded Pipe 1:
dumping and subsidy (China)

Seamless Casing: dumping and
subsidy (China)

2017

Carbon Steel Welded Pipe 2:
dumping (Chinese Taipei, India,
Oman, Republic of Korea,
Thailand and United Arab
Emirates); CV (India)

The CITT issued its notice of expiry review on 27 December 2018. The CBSA
determination is expected on 24 May 2019. The CITT is expected to issue its
order by 4 November 2019.

The CITT issued its notice of expiry review on 10 December 2018. The CBSA
determination is expected on 9 May 2019. The CITT is expected to issue its
order by 16 October 2019.

The CITT issued its notice of expiry review on 20 November 2018. The CBSA
determination is expected on 18 April 2019. The CITT is expected to issue its
order by 30 September 2019.

The CITT issued its notice of expiry review on 30 October 2018. The CBSA
determination is expected on 29 March 2019. The CITT is expected to issue
its order by 5 September 2019.

The CITT issued its notice of expiry review on 16 October 2018. The CBSA
determination is expected on 15 March 2019. The CITT is expected to issue
its order by 22 August 2019.

The CITT issued its notice of expiry review on 27 August 2018. The CBSA
determination is expected on 24 January 2019. The CITT is expected to make
its decision by 3 July 2019.

The CITT issued its notice of expiry review on 19 January 2018. On

21 June 2018, the CBSA determined that the expiry of the order was likely to
result in the continuation or resumption of dumping and/or subsidizing of the
goods.

On 22 June 2018, the CITT began its investigation. On 28 November 2018,
the CITT determined that, if the finding was rescinded, the likely resumption
or continuation of the dumping and subsidizing of the subject goods would
likely cause material injury to the domestic industry. Order continued.

The CITT issued its notice of expiry review on 19 January 2018. The CBSA
determination on 21 June 2018 indicated that the expiry of the order was
likely to result in the continuation or resumption of dumping and subsidizing
of the goods.

The CITT investigation started on 22 June 2018. On 28 November 2018, the
CITT determined that, if the finding was rescinded, the likely resumption or
continuation of the dumping and/or subsidizing of the subject goods would
likely cause material injury to the domestic industry. Order continued.

On 7 May 2018, the CBSA made a determination that the expiry of the order
would lead to the continuation or resumption of dumping of certain carbon
steel welded pipe originating in, or exported from, Chinese Taipei (excluding
goods exported from Chinese Taipei by Chung Hung Steel Corporation and
Shin Yang Steel Co. Ltd), India, Oman, the Republic of Korea, Thailand, and
the United Arab Emirates (excluding goods exported from the United Arab
Emirates by Conares Metal Supply Ltd.); and the continuation or resumption
of subsidizing of certain carbon steel welded pipe originating in, or exported
from, India.

The CITT investigation started on 8 May 2018. On 15 October 2018, the CITT
determined that, if the finding was rescinded, the likely resumption or
continuation of the dumping and subsidizing of the subject goods would likely
cause material injury to the domestic industry. Order continued.

127 CITT online information. Viewed at: http://www.citt-tcce.gc.ca/en/Expiry Review Guidelines e.
128 Copper Pipe Fittings, Refined Sugar, Whole Potatoes, Plate 6, and Fasteners.
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Case Status/conclusion

- Hot-rolled Carbon Steel Plate 3:
dumping (China)

- Steel Piling Pipe: dumping and
subsidy (China)

- Liquid Dielectric Transformers:
dumping (Republic of Korea)

- Stainless Steel Sinks: dumping
and subsidizing (China)

2016
- Pup Joints: dumping and CV
(China)

- Copper Pipe Fittings: dumping
(China, Republic of Korea, and
United States); and CV (China)

2015

Hot-rolled Carbon Steel Sheet:
dumping (Brazil, China, Chinese
Taipei, India and Ukraine); and CV
(India)

Steel Grating: dumping and CV
(China)

Refined Sugar: dumping (United
States, Denmark, Germany,
Netherlands, United Kingdom); and
CV (European Union)

Greenhouse Bell Peppers: dumping
(Netherlands)

On 2 March 2018, the CBSA determined that the expiry of the finding was
likely to result in the continuation or resumption of dumping and subsidizing
of such goods originating in, or exported from, China.

The CITT investigation started on 3 March 2018. On 9 August 2018, the CITT
determined that, if the finding was rescinded, the likely resumption or
continuation of the dumping and subsidizing of the subject goods would likely
cause material injury to the domestic industry. Order continued.

On 25 January 2018, the CBSA determined that the expiry of the order was
likely to result in the continuation or resumption of dumping and of
subsidizing of such goods originating in, or exported from, China.

The CITT investigation started on 26 January 2018. On 4 July 2018, the CITT
determined that, if the finding was rescinded, the likely resumption or
continuation of the dumping and subsidizing of the subject goods would likely
cause material injury to the domestic industry. Order continued.

On 22 December 2017, the CBSA determined that the expiry of the order was
likely to result in the continuation or resumption of dumping of the subject
goods to Canada.

The CITT investigation started on 23 December 2017. On 31 May 2018, the
CITT determined that, if the finding was rescinded, the likely resumption or
continuation of the dumping of the subject goods would likely cause material
injury to the domestic industry. Order continued.

On 1 September 2017, the CBSA determined that the expiry of the finding
was likely to result in the continuation or resumption of dumping and
subsidizing of such goods originating in, or exported from, China.

The CITT investigation started on 2 September 2017. On 8 February 2018,
the CITT determined that, if the finding was rescinded, the likely resumption
or continuation of the dumping and subsidizing of the subject goods would
likely cause material injury to the domestic industry. Order continued.

On 7 April 2017, the CITT determined that, if the finding was rescinded, the
likely resumption or continuation of the dumping and subsidizing of the
subject goods would likely cause material injury to the domestic industry.
Order continued.

On 28 November 2016, the CITT determined that the order would be continued
with amendment to certain products originating in, or exported from, China,
the Republic of Korea and the United States. The list of products covered by
the order was included in an appendix. The CITT excluded from its orders
certain copper-iron high-pressure alloy fittings. Order continued with
amendment.

On 6 April 2016, the CITT determined that it would continue its orders with
respect to the dumping of the subject goods from Brazil, China, Ukraine, and
with the subsidizing of the subject goods from India, but that it would rescind
its order concerning the subject goods from Chinese Taipei and India following
the determination of the CBSA that the expiry of the orders is unlikely to
result in the continuation or resumption of dumping.

On 18 April 2016, the CITT determined that, if the finding was rescinded, the
likely resumption or continuation of the dumping and subsidizing of the
subject goods would likely cause material injury to the domestic industry.
Order continued.

On 30 October 2015, the CITT decided to continue its order in respect of the
dumping of the subject goods originating in, or exported from, Denmark,
Germany, the Netherlands and the United Kingdom, and the subsidizing of the
aforementioned goods originating in, or exported from, the European Union.
The CITT also continued its order in respect of the dumping of the subject
goods originating in, or exported from, the United States.

The CITT excluded from its orders specialty-coloured decorative sugar crystals
in granulated form combined with carnauba wax and food colouring matter,
imported in small retail-ready containers not exceeding 16 oz. for use
exclusively as a superficial decoration in baked goods (such as pies, cakes,
pastries, muffins, cookies, etc.) and other prepared foods.

On 16 October 2015, the CITT rescinded its finding in respect of greenhouse
bell peppers originating in, or exported from, the Netherlands. Order
rescinded.

Source:

CBSA online information, and information provided by the authorities.
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3.96. There were 45 administrative reviews (39 re-investigations!2® and 6 normal value reviews)!30
to update normal values and export prices during 2015-18,131

3.97. Under Section 76.01 of the SIMA, the CITT may conduct interim reviews of its findings of
injury, threat of injury or retardation, and of the subsequent orders, and of orders continuing such
findings pursuant to an expiry review, in whole or in part, at any time between the making of the
finding or order and its expiry. At the conclusion of an interim review, the CITT may continue the
finding or order, or rescind it or any aspect of it. The interim review may be self-initiated by the
CITT or initiated following a properly-documented request. There are two phases in a review; in the
commencement phase, the CITT decides whether there have been new facts or changes in
circumstances since the issuance of the finding or order to warrant the conduct of an interim
review.!32 If the CITT finds that the conduct of an interim review is warranted, it commences the
second phase by issuing a notice of commencement of interim review. In the (second) review phase,
the CITT determines whether the finding or order (or any aspect of it) should be rescinded or
continued, with or without amendment, and issues reasons for its decision.!33 During the 2014-2018
period, there were six requests for interim reviews. In one case, the findings of the expiry review
with respect to injury were upheld with amendments!34; in four others, the requests were rejected,
as the CITT decided that no review or amendment was needed!3®; and in one case, the CITT
rescinded its order.136

3.98. Canadian legislation allows the appeal of a duty assessment made by the CBSA and the
eventual refund of duties in three situations: (i) error by the CBSA; (ii) overpayment of duties; or
(iii) when a recent scope ruling applies to past importations.'3” In these cases, a request for
re-determination must be presented. The process to make a request under all three situations is
similar, but there are additional requirements when the request is based on a scope ruling. Before
submitting a request for re-determination, the importer must pay the duties originally determined.
A request for a re-determination may cover: (a) whether the imported goods are of the same
description as the goods to which the order or finding of the CITT applies; and/or (b) the information

129 Re-investigations are conducted to update normal values, export prices or amounts of subsidy, and
to establish values for new exporters or new models. They are conducted periodically, often on an annual
basis, to ensure that the values in place accurately reflect current market conditions. Procedures followed
during a re-investigation are similar to those of an investigation except there is no reconsideration of injury.
CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d14/d14-1-8-eng.html.

130 procedures followed during a normal review are similar to those of a re-investigation with the
exception that each review is conducted with respect to a single exporter only. CBSA online information.
Viewed at: https://cbsa-asfc.gc.ca.

131 2015: Steel Grating, dumping and subsidy (China); Seamless Casing, dumping and subsidy (China);
Oil Country Tubular Goods 1, dumping and subsidy (China); Pup Joints, dumping and subsidy (China); Oil
Country Tubular Goods 2, dumping (India, Indonesia, Republic of Korea, Philippines, Chinese Taipei, Thailand,
Turkey, Ukraine, and Viet Nam); Hot-rolled Carbon and Alloy Steel Sheet and Strip, dumping (Brazil, China,
India, Chinese Taipei, and Ukraine) and subsidy (India); and Copper Pipe Fittings, dumping (China, Republic of
Korea, and the United States) and subsidy (China); 2016: Concrete Reinforcing Bar 1, dumping (China,
Republic of Korea, and Turkey) and subsidy (China); and Stainless Steel Sinks, dumping and subsidy (China);
2017: Liquid Dielectric Transformers, dumping (Republic of Korea); Concrete Reinforcing Bar 1, dumping
(China, Republic of Korea, and Turkey) and subsidy (China); Concrete Reinforcing Bar 1, dumping (China,
Republic of Korea, and Turkey) and subsidy (China); and Concrete Reinforcing Bar 2, dumping (Belarus;

Hong Kong, China; Japan; Portugal; Spain; and Chinese Taipei); and 2018: Gypsum Board, dumping

(United States); Concrete Reinforcing Bar 1, Normal Value Review, dumping (Turkey (2)); Oil Country Tubular
Goods 2. Normal Value Review, dumping (Indonesia (1), Philippines (1)); Carbon and Alloy Steel Line Pipe 2,
Normal Value Review, dumping (Republic of Korea (1)); and Liquid Dielectric Transformers, Normal Value
Review, dumping (Republic of Korea (1)).

132 1f the CITT self-initiates the review, there is no commencement phase. CITT, Guidelines on Interim
Reviews. Viewed at: http://www.citt-tcce.gc.ca/en/Interim_Review Guidelines e.

133 CITT, Guidelines on Interim Reviews. Viewed at: http://www.citt-
tcce.gc.ca/en/Interim_Review Guidelines e.

134 Two orders on Certain Carbon Steel Fasteners from China and Chinese Taipei (dumping). Viewed at:
http://www.citt.gc.ca/en/dumping-and-subsidizing/interim-reviews-section-7601.

135 Liquid Dielectric Transformers from Republic of Korea; Hot-rolled Carbon Steel Plate (multiple
Orders); Oil Country Tubular Goods from Chinese Taipei, India, Indonesia, Republic of Korea, the Philippines,
Thailand, Turkey, Ukraine and Viet Nam; and Pup Joints from China.

136 Bjcycles and Bicycle Frames from China and Chinese Taipei.

137 CBSA online information. Viewed at: https://www.cbsa-asfc.gc.ca/sima-Imsi/rrd-drr-
eng.html?wbdisable=true.
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used in the assessment of AD or CV duties payable on imported goods, such as the determination
of the normal value, the amount of the subsidy, or the export price.138

3.99. Importers may request a re-determination at two levels: the first level of review for a
determination is made by a designated officer; the second level of review is a re-determination by
the President of the CBSA, with respect to any determination or re-determination made by the
designated officer.13° The President's re-determination may be further appealed to the CITT. The
request for re-determination at the first level must be filed within 90 days of the designated officer's
decision.14? A request for re-determination by the President of the CBSA (second level) must be filed
within 90 days of a determination or re-determination.'%! A request may result in the assessment of
additional duty; in this case, interest on the amount owing is charged. Failure to pay the total amount
assessed within 30 days of the date of decision will result in additional interest charges issued under
the Customs Act. If, on the other hand, a re-determination results in a refund of all or part of the
duty paid, the CBSA issues a Detailed Adjustment Statement (DAS) and returns the excess duty
paid, with the due interest.

3.100. AD measures against Chile are prohibited under Canada's FTA with that country.
3.1.6.2 Safeguards

3.101. The CITT is the body in charge of conducting global safeguard inquiries, exclusion inquiries,
mid-term reviews and extension inquiries pursuant to the CITT Act, the CITT Regulations and the
CITT Rules. The CITT may initiate a global safeguard inquiry following a written complaint by a
domestic producer, or if ordered by the Government.142 The CITT then initiates a safeguard inquiry
to determine if increased fairly-traded imports of goods into Canada are causing, or are threatening
to cause, serious injury to domestic producers of like or directly competitive goods. The CITT may
not consider initiating a safeguard inquiry if it believes the injury to the domestic producers is caused
by an unfair trade practice, such as the dumping and/or subsidizing of imports. In such a case, it
suspends its proceedings and refers the matter to the CBSA. In the case of a standard safeguard
inquiry, the CITT has 180 days to conduct the investigation. However, that statutory deadline can
be extended to 270 days in complex cases, after which it must submit a report to the Government
setting out its determination. Where the Government orders that the CITT conduct an investigation,
the time-frame is set in the Order. The Federal Government retains the ultimate power to make the
final decision on the application of a safeguard measure, under the authority of Section 55 of the
Customs Tariff Act.

3.102. If the CITT determines that increased fairly-traded imports of goods are causing, or are
threatening to cause, serious injury to domestic producers of like or directly competitive goods, it
may recommend that the Federal Government apply safeguard measures. The CITT must also
determine if the goods being imported from a country with which Canada has entered into a bilateral
FTA, which in principle should be excluded from any global safeguard measure, are substantial and
contribute to the serious injury. In this respect, a global safeguard measure will apply to goods
imported from an FTA partner only if the Government is satisfied that the quantity of those goods
represents a substantial share of the total imports of goods of the same kind'43, and the quantity of
these goods contributes importantly to serious injury (Customs Tariff Act, Section 59). In exceptional
circumstances, imports from NAFTA countries may be considered jointly for the purpose of
determining whether they contribute to serious injury.'** The Federal Government may apply

138 Memorandum D14-1-3. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d14/d14-1-3-
eng.html.

13% Memorandum D14-1-3. Viewed at: https://www.cbsa-asfc.gc.ca/publications/dm-md/d14/d14-1-3-
eng.html.

140 Or 120 days of the date of accounting for the transaction, if the importer or its agent self-assessed
the AD or CV duties. CBSA, Guide for Appealing a Duty Assessment. Viewed at: https://www.cbsa-
asfc.gc.ca/sima-Imsi/rrd-drr-eng.html.

141 CBSA, Guide for Appealing a Duty Assessment. Viewed at: https://www.cbsa-asfc.gc.ca/sima-
Imsi/rrd-drr-eng.html.

142 CITT online information. Viewed at: http://www.citt-tcce.gc.ca/en/Safequard Guidelines e.

143 Typically, the trading partner must be among the top five suppliers, as measured in terms of import
share during the most recent three-year period.

144 Article 802 of the NAFTA (Global Actions) provides for the exclusion of one party's goods from
another party's global safeguard actions unless imports from that party account for a substantial share of total
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safeguard measures in the form of an import surtax pursuant to the Customs Tariff, or in the form
of a restriction (import quota or TRQ) pursuant to the Export and Import Permits Act.

3.103. Canadian legislation does not set any statutory deadline for the application of safeguard
measures. However, under the WTO Agreement on Safeguards, global safeguard measures may be
applied for an initial period of up to four years and are to be progressively liberalized during their
period of application. Safeguards can be extended, if the CITT determines that they are still
necessary to remedy serious injury or threat thereof and that there is evidence that domestic
producers are adjusting to the import competition. In line with WTO rules, their maximum period of
application is eight years. The CITT also conducts mid-term reviews to determine if safeguard
measures should remain in effect, be repealed or be amended; for measures scheduled to remain
in effect for more than three years, this mid-term review is a requirement. Following a request by a
domestic producer, the CITT may also conduct extension inquiries to determine if safeguard
measures due to expire are still necessary.

3.104. The CITT Act contains provisions relating to bilateral safeguard inquiries under the various
bilateral FTAs to which Canada is a signatory. In a bilateral safeguard inquiry, the CITT must
determine if, because of the tariff reductions provided for in the FTA, imports from the partners are
in such increased quantities and under such conditions as to cause, or threaten to cause, serious
injury to domestic producers of like or directly competitive goods. Safeguard measures, if applied,
are limited to the temporary suspension of tariff reductions or the restoration of the MFN tariff rates.
Measures may be applied for up to three years, followed, in some cases, by a one-year phasing-out
period. As with global safeguards, the Federal Government retains the ultimate power to make the
final decision on the application of a safeguard measure. Depending on the agreement, a measure
can typically be applied for up to two to three years, with the possibility, in some cases, of an
extension for an additional one to two years.

3.105. CITT findings in safeguard investigations and safeguard measures imposed under the
Customs Tariff may be subject to judicial review in the Federal Court of Canada.

3.106. On 11 October 2018, Canada announced preliminary safeguard measures on seven steel
products (Section 4.3.4) to begin on 25 October 2018 and to be in place for 200 days, pending an
inquiry by the CITT into whether longer-lasting safeguards are necessary. Prior to that, Canada's
last safeguard inquiry dates from 2005.145 In February 2019, Canada notified modifications to the
provisional safeguards on imports of certain steel products resulting from consultations with
Mexico.146

3.1.7 Other measures affecting imports

3.107. On 31 May 2018, following the result of an investigation under Section 232 of the (U.S.)
Trade Act of 1974, the United States announced its decision to impose tariffs on imports of certain
steel and aluminium products from Canada and other trading partners, at the rates of 25% and
10%, respectively, as of 1 June 2018. Canada challenged the U.S. tariffs in the WTO, requesting
consultations on 1 June 2018. On 18 October 2018, Canada requested the establishment of a panel,
and on 21 November 2018, a panel was established.

3.108. Inresponse to the U.S. measures, Canada imposed countermeasures in the form of surtaxes
against CAD 16.6 billion in imports of steel, aluminium, and other products from the United States,
representing the value of 2017 Canadian exports affected by the U.S. tariffs. These countermeasures
will remain in place until the United States eliminates its trade-restrictive measures against Canadian
steel and aluminium products. The surtaxes were imposed under two Orders: the United States
Surtax Order (Steel and Aluminium): SOR/2018-152, Canada Gazette, Part II, Volume 152,
Number 14, 28 June 2018; and the United States Surtax Order (Other Goods): SOR/2018-153,
Canada Gazette, Part II, Volume 152, Number 14, 28 June 2018. The Orders came into force on
1 July 2018.

imports and contribute importantly to the serious injury (or threat thereof). See also CITT, Safeguard Inquiry
Guidelines. Viewed at: http://www.citt-tcce.gc.ca/en/Safequard Guidelines e.

145 WTO documents G/SG/N/6/CAN/4, G/SG/N/7/CAN/1, G/SG/N/11/CAN/1, 15 October 2018.

146 WTO documents G/SG/N/7/CAN/1/Suppl.1, 5 February 2019.
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3.109. The United States Surtax Order (Steel and Aluminium) establishes surtaxes of 25% on
imports from the U.S. of steel products classified under 131 tariff items, covering CAD 5.59 billion
in imports from the United States in 2017, and surtaxes of 10% on imports from the United States
of aluminium classified under 19 tariff items covering CAD 2.66 billion in imports from the
United States in 2017.

3.110. The United States Surtax Order (Other Goods) establishes surtaxes of 10% on imports from
the United States of other products (e.g. mainly finished consumer goods, such as whiskies and
playing cards) classified under 79 tariff items, covering CAD 8.31 billion in imports from the
United States in 2017.

3.111. The surtaxes are calculated on the basis of the value for duty of the imported goods, as
determined in accordance with Sections 47 to 55 of the Customs Act; they apply in addition to any
applicable customs duty imposed under the Customs Tariff.147

3.112. In accordance with SOR/2018-152 and SOR/2018-153, the objective of these
countermeasures is to encourage a prompt end to U.S. tariffs on Canadian steel and aluminium
exports to the United States, which significantly impact Canada's steel and aluminium industries and
threaten to undermine the integrity of the global trading system. The SORs noted that, should the
United States eliminate the measures taken under Section 232 against Canada, these
countermeasures will be repealed immediately.148

3.113. The application of the countermeasures was challenged by the United States in the WTO. On
16 July 2018, the United States requested consultations with Canada concerning the "imposition by
Canada of increased duties with respect to certain products originating in the United States". On
19 October 2018, the United States requested the establishment of a Panel.14°

3.2 Measures Directly Affecting Exports
3.2.1 Customs procedures and requirements

3.114. As with imports, Canadian businesses exporting goods to other countries must hold an
import-export programme account. The Canadian Border Services Agency uses the account number
(RM account identifier) to process customs documents. Exported goods require reporting primarily
to control the export of restricted items, to collect accurate trade statistics, and to control the
outbound movement of goods in transit through Canada. A paper-based export declaration (Form
B13A) is submitted to the Canada Border Service Agency (CBSA) by the exporter or a third party
(e.g. customs broker or freight forwarder) on the exporter's behalf. However, the exporter of record,
whose business number appears on the declaration, remains liable for the accuracy of all information
provided to the CBSA. Clients of the CBSA may report exports electronically using the Canadian
Automated Export Declaration (CAED). Exports may also be declared electronically through the G7
Electronic Data Interchange (EDI) Export Reporting System.

3.115. The minimum time-frame for the prior reporting of export shipments varies according to the
mode of transport. Exporters of bulk or homogeneous goods may attach the Summary Reporting
Program, which allows the filing of monthly summaries of transactions after the goods have been
exported. Various exemptions apply to the reporting requirement for non-restricted goods, e.g. for
commercial goods valued at less than CAD 2,000, personal and household effects, personal gifts,
and goods removed from a bonded warehouse or sufferance warehouse. Export declarations are not
required for restricted or non-restricted goods destined for the United States. Export permits for
restricted goods must be provided to the designated office closest to the place of exit of the goods
from Canada or to any other authorized place indicated on the permit within the stipulated
time-frame relevant to the mode of transportation.

147 United States Surtax Order (Other Goods): SOR/2018-153, Canada Gazette, Part II, Volume 152,
Number 14, 28 June 2018. Viewed at: https://laws-lois.]justice.gc.ca/PDF/SOR-2018-153.pdf.

148 United States Surtax Order (Steel and Aluminum): SOR/2018-152, Canada Gazette, Part II, Volume
152, Number 14, 28 June 2018. Viewed at: http://www.gazette.gc.ca/rp-pr/p2/2018/2018-07-11/html/sor-

dors152-eng.html.
149 WTO document WT/DS557/2, 19 October 2018.
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3.2.2 Export taxes, charges, and levies

3.116. The Export Act (R.S.C., 1985, c. E-18) authorizes the Governor in Council to impose export
duties on certain ores and metals. Should Canadian timber, lumber or wood products face import
duties in foreign countries, the Act also allows the Governor to proclaim export duties on logs and
pulpwood products sold to these markets. However, no export taxes, charges or levies have been
imposed with reference to this Act so far.

3.117. Canada applied export restraints in certain market conditions on certain softwood lumber
products exported to the United States in accordance with the 2006 Canada-United States Softwood
Lumber Agreement, for nine years. However, the bilateral agreement expired on 12 October 2015,
and the export restraints are no longer in effect.!*0 U.S. AD and CV measures on softwood lumber
products from Canada are currently subject to WTO dispute settlement proceedings (DS533 and
DS534).

3.118. Excise stamps are affixed to tobacco products manufactured in Canada or imported for the
domestic market, as proof that the applicable excise duty has been paid. For tobacco products
manufactured in Canada for export, a special duty, equivalent to the excise duty applicable in the
domestic market, is levied to reduce the incentive to smuggle unstamped goods back into Canada.
Prescribed brands not typically sold in Canada are relieved. This applies to manufacturers that export
no more than 1.5% of their production.!>! The special duty may be refunded if the manufacturer is
able to demonstrate that the exported goods have entered a foreign market for consumption and
have been subjected to taxation there. Exported tobacco products beyond this 1.5% limit must be
stamped, and they are subject to the federal excise duty for tobacco products sold in Canada as well
as a special duty of CAD 19.1448 per 200 cigarettes or tobacco sticks, and CAD 5.98275
per 50 grams (or fractions thereof) for other tobacco products. No refund is available in respect of
special duty payable on exports of stamped tobacco products.

3.2.3 Export prohibitions, restrictions, and licensing

3.119. The Exports and Imports Permits Act (EIPA), first enacted in 1947, constitutes the principal
legal basis for Canada's export control regime. For exports, the EIPA authorizes the Governor in
Council to establish an Export Control List (ECL), an Area Control List (ACL), and an Automatic
Firearms Country Control List (AFCCL). The ECL lists goods and technology that require an export
permit. Countries listed on the ACL require a permit prior to the export of any goods and technology,
whether they are listed on the ECL or not. The Export Permit Regulations (EPR) stipulate how permits
may be obtained, whether transaction-based (Individual Permit) or in facilitated treatment (General
Permit). Canada's export controls are administered by the Trade Controls Bureau at Global Affairs
Canada and are enforced by the CBSA and the Royal Canadian Mounted Police. Global Affairs Canada
reports annually to Parliament on developments in the administration of the EIPA.152

3.120. Exporters may apply electronically for export permits or certificates, or request
amendments, through Export Controls Online (EXCOL) or the Export and Import Control System
(EICS), or by fax or regular mail. The EICS, which is used for applications, approvals, and processing
of non-strategic controlled goods, also includes quota management functions. EXCOL is used to
submit applications for export permits of military and strategic dual-use goods. EXCOL may also be
used, for example, to seek advisory opinions on whether an item would appear to fall within the
scope of the ECL. Recognized users of EXCOL may also submit quarterly utilization reports for
military goods and print selected documents at their premises. There are currently in excess of
4,200 EXCOL users.

3.121. The main items subject to export controls by Canada include military and strategic dual-use
goods; nuclear energy materials and technology; and missile, chemical or biological goods of

150 The Softwood Lumber Products Export Charge Act, 2006 remains in force for administrative purposes
(late filings, corrections, appeals, etc.).

151 The quantity is determined according to the manufacturer's production in the preceding calendar
year.

152 The report for 2017 is available at: http://www.international.gc.ca/controls-controles/report-
rapports/2017.aspx?lang=eng.
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non-proliferation concern.'®3> Most items on the ECL derive from Canada's commitments to
like-minded countries which participate in multilateral export control regimes, or from Canada's
international obligations as a signatory to multilateral or bilateral agreements. The export of other
types of goods and certain activities may also be subject to United Nations trade sanctions or arms
embargoes against particular countries or regions.

3.122. Canada also controls exports of miscellaneous non-strategic goods, such as softwood
lumber, unprocessed logs, rough diamonds, and certain agricultural, textile or other items with
medical value. Many of the non-strategic items on Canada's Export Control List are there to ensure
the orderly marketing of the commodity. In the case of rough diamonds, Canada's international
commitments to the Kimberly Process Certification Scheme (elimination of conflict diamonds) are
fulfilled through the Export and Import of Rough Diamonds Act. Many of the permits issued in
connection with ECL and ACL controls are delivered free of charge, while others may be subject to
a nominal fee.

3.123. The orderly marketing of certain textiles and clothing exports to the United States under
NAFTA is ensured through the issuance of mandatory Certificates of Eligibility, and exports of refined
sugar, sugar-containing products and peanut butter are controlled to comply with U.S. import
quotas.'>* Goods and technologies of U.S. origin require individual export permits when resold to
countries subject to U.S. export restrictions and sanctions, such as Cuba, Iran, and the Democratic
People's Republic of Korea. The ECL was amended in September 2017 to implement origin quotas
stemming from the provisional application of the Comprehensive Economic and Trade Agreement
(CETA) between Canada and the EU. Export permits are henceforth needed when preferential tariff
treatment is claimed in the EU market for goods such as high-sugar containing products, sugar
confectionery and chocolate preparations, processed foods, dog and cat food, vehicles, and specific
apparel goods for export marketing purposes.

3.124. Canada applies sanctions and related measures against certain countries, including
individuals and entities associated with terrorist activities. These actions are taken under the
United Nations Act, the Special Economic Measures Act, or the Justice for Victims of Corrupt Foreign
Officials Act. The precise measures are laid down in individual regulations.!>> Belarus was removed
from the ACL in June 2017, and the only country listed in Canada's ACL on it at present is the
Democratic People's Republic of Korea.

3.2.4 Export support and promotion

3.125. Canada has a government-based export promotion system, comprising an array of
programmes that function more or less independently. Numerous export promotion initiatives are in
place at federal, regional and provincial levels. Among the trade advisory services provided,
businesses are assisted in their preparations to penetrate international markets, network and
business contacts are made available, and business-related problems and market access issues are
addressed. Global Affairs Canada coordinates foreign-trade-related activities, whereas domestic
responsibilities are conducted through Innovation, Science and Economic Development Canada.
Within the network of supporting agencies and organizations (public and private), the Trade
Commissioner Service (TCS) holds the most prominent position.

3.126. Part of Global Affairs Canada, the TCS operates domestically out of five regional office hubs
and 26 Client Service Satellites co-located with partners in every province or territory. The TCS has
increased its worldwide reach over the years, and currently maintains on-the-ground presence in
161 cities around the world.

3.127. The TCS organizes sector-specific, targeted trade missions to priority markets, and helps
Canadian businesses access global value chains and networks of foreign contacts. Its core lines of
operation are the promotion of export sales and acting as a consultant to existing and potential

153 Detailed information on the export control regime is available in handbook format at:
http://www.international.gc.ca/controls-controles/export-exportation/exp ctr handbook-manuel ctr exp-
p2.aspx?lang=eng#d 1.

154 The Certificates of Eligibility are not considered export permits, and textiles and clothing products are
thus not enumerated in the ECL.

155 Global Affairs Canada online information. Viewed at: http://www.international.gc.ca/world-
monde/international relations-relations internationales/sanctions/current-actuelles.aspx?lang=eng.
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exporters in all operative phases including marketing, the identification of opportunities, competitive
market assessment, and the establishment of foreign contacts. Clients of the TCS, predominantly
SMEs, receive these services free of charge, as long as they maintain meaningful economic ties to
Canada, demonstrate a capacity for internationalization, and contribute to Canada's economic
growth. Approximately 15,000 exporters use the services and know-how offered by the TCS every
year. The TCS also assists foreign companies investing in Canada. Global Affairs Canada
expenditures, under its International Commerce Business line, amounted to CAD 164.4 million
during FY 2016/17, and the TCS disbursed an estimated CAD 53.0 million under various programmes
between 2014 and 2018 (Table 3.19). The Departmental Plan for 2018-19 foresees CAD 23.4 million
to be spent under the Trade and Investment Support Program, comprising four programme lines,
i.e. CanExport, Global Opportunities for Associations (GOA), the Going Global Innovation (GGI)
Initiative, and the Invest Canada-Community Initiatives (ICCI).

Table 3.19 Main TCS funding programmes and amounts disbursed, 2014-18

CAD million
Amount
Programme Description of the service provided disbursed
2014-18
Global Opportunities for Non-repayable support to associations starting or 13.6
Associations (GOA) expanding international business development activities
Going Global Innovation Matching funds (up to 75% of eligible expenses) incurred 1.5
(GGI) in pursuing international collaborative R&D opportunities
Invest Canada- Non-repayable support to communities seeking to attract 16.4
Community Initiatives FDI
(ICCI)
CanExport Provides financial support for a wide range of export 17.9
marketing activities
Foreign Trade Zones - Non-repayable support to communities seeking to attract 0.5
Marketing Program (FTZ- foreign and direct investment (FDI) through the promotion
MP) of Canada's Foreign Trade Zone
Canadian International Support to R&D collaboration programmes with Brazil, 3.1
Innovation Program (CIIP) | China, India and Israel

Note: The Foreign Trade Zones - Marketing Program (FTZ-MP) sunset was on 31 March 2018.

Source: Global Affairs Canada online information. Viewed at: https://www.international.gc.ca/gac-
amc/publications/plans/dp-pm/dp-pm_1819.aspx?lang=eng.

3.2.5 Export finance, insurance, and guarantees

3.128. Export Development Canada (EDC) is a financially self-sustained Crown Corporation
operating at arm's length from the Government. As Canada's export credit agency, the EDC's
mandate is to support and develop export trade and help Canadian enterprises respond to
international business opportunities. The EDC provides insurance and financial services, bonding
products and small business solutions through a wide range of programmes (Table 3.20), often in
partnership with other financial institutions. In addition to serving Canadian exporters and their
international customers, the EDC also supports Canadian direct investment abroad as well as
investment into Canada. The EDC normally funds itself in global capital markets but may also, if
need be, seek loans from the Ministry of Finance. The EDC collects interest on its loans and premiums
on its insurance products and has a treasury department that sells bonds and raises money in global
capital markets.

Table 3.20 EDC finance and guarantee programmes

Programme title Product description Business
facilitated

Direct Lending Provides direct financing to companies on commercial terms 23.854
Structured and Project Provides financing solutions to companies engaged in largescale 3.060
Finance global projects

Loan Guarantees Provides up to 100% guarantee on loans used by businesses to 1.280

increase their working capital, purchase new equipment or
support foreign investments

Investments Provides loans to mid-sized companies to help them grow their 0.163
international sales or invest in foreign operations
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Programme title Product description Business
facilitated
Total financing and 28.357
investments
Credit Insurance Covers 90% of insured losses, and a variety of risks when 55.827
selling products and services internationally
Financial Institution Insurance 8.205
Contract Insurance and Account Helps businesses issue international 8.795
Bonding Performance transactions-related bonds by offering
Security collateral solutions (100% guarantee),
Guarantee protection against wrongful calls (up to 95% of
the losses), and reinsurance (up to 85% of the
value of the bonds)
Foreign Helps businesses engage in foreign exchange
Exchange contracts by guaranteeing the payment, thus
Facility replacing the collateral that may be required by
Guarantee financial institutions
Surety Bond Protects surety companies from losses
Insurance resulting from bonds issued on behalf of
businesses
Contract Covers up to 90% of losses resulting from non-
Frustration payment associated with a specific contract
Insurance due to certain commercial and political risks
Performance Covers up to 95% of losses resulting from
Security wrongful calls on letters of guarantee, or if a
Insurance call is triggered due to specific political risks for
export contracts
Political Risk Insurance Covers up to 90% of losses resulting from political risk, such as: 2.551
illegal seizure of assets, outright nationalization, war, and civil
strife
Total insurance 75.378
Grand total 103.735

Source: EDC online information. Viewed at: https://www.edc.ca/en/solutions.html and
http://figuide.edc.ca/en/Products/EDCPortfolioCreditInsurance.

3.129. In 2017, the EDC supported CAD 103.7 billion in exports, foreign investment and trade
development activities. The EDC assisted 9,398 enterprises during the year, and opened a
stand-alone financing hub office in Singapore, its first branch outside of Canada. 2018 saw a
moderate slowdown, starting in the second quarter.

3.3 Measures Affecting Production and Trade
3.3.1 Incentives
3.3.1.1 Incentives programmes

3.130. Canada does not have specific overarching legislation governing incentives and subsidies.
Various federal agencies and provincial/territorial governments implement incentives programmes.
Innovation, Science and Economic Development Canada (ISED) is the government agency in charge
of promoting investment, enhancing innovation performance, increasing Canada's share of global
trade, and building a fair, efficient and competitive marketplace in all areas of the economy and in
all parts of the country.

3.131. The Innovation Canada digital platform for business, as of January 2019, lists
1,039 programmes and services providing assistance to help businesses, and non-profit
organizations, innovate and grow in the form of funding, loans and capital investments, tax credits,
wage subsidies and interns, expert advice, and partnering and collaboration. Although not
exhaustive, this figure encompasses a large portion of the various programmes and services
available at the time of the search that are funded by government at either the federal or at the
provincial/territorial level and those significantly funded by federal and provincial/territorial
governments. Not all of these programmes and services provide funding or target for-profit
companies and only a small portion of those have any relation to trade. While some programmes
and services, both at the federal and the provincial level, are of broad application, others are sector
specific, targeted to activities such as agriculture and cultural industries. An overview of the
programmes listed indicates that most are specifically targeted to a particular sector or location and
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that many programmes offered were with respect to grants or contributions. It was not possible to
determine the total amount of aid provided under each programme or category (Table 3.21).1%6

Table 3.21 Government programmes and services listed on the Innovation Canada digital
platform for business, January 2019

Support type Number of programmes 2019
Funding 406
Loans and capital investments 226
Tax credits 87
Wage subsidies and interns 86
Expert advice 196
Partnering and collaboration 56
Total (unique supports) 1,039
Note: Some overlap exists between categories.

Source: Innovation Canada, online information. Viewed at: http://innovation.canada.ca.

3.132. ISED-Canada maintains two special financing programmes: the Strategic Innovation Fund
(SIF) open to businesses of all sizes across all of Canada's industrial and technology sectors, and
the Canada Small Business Financing Program (CSBFP) for small businesses.

3.133. The SIF was launched in July 2017 to enhance competitiveness and incorporates four ISED
legacy programmes: the Strategic Aerospace and Defence Initiative (SADI), the Automotive
Innovation Fund (AIF), the Automotive Supplier Innovation Program (ASIP), and the Technology
Demonstration Program (TDP). The SIF provides repayable and/or non-repayable contributions to
attract and support new high-quality and innovative business investments in Canada. The SIF has
four Streams, each with its own precise objective: Stream 1 encourages R&D that will accelerate
technology transfer and the commercialization of innovative products, processes and services;
Stream 2 facilitates the growth and expansion of firms in Canada; Stream 3 attracts and retains
large-scale investments to Canada; and Stream 4 advances industrial research, development and
technology demonstration through collaboration between the private sector, researchers and non-
profit organizations on a competitive basis; funds for Stream 4 projects are not repayable. Projects
under Streams 1-3 may be repayable or not, depending on their public benefits. Applicants for
Streams 1-3 must be small, medium or large-sized for-profit corporations, incorporated pursuant to
the laws of Canada, and carrying on business in Canada. Streams 1-3 operate on a continuous intake
basis, and applicants must clearly demonstrate why government funding is needed to complete the
project and show the project's innovation, economic and public benefits for Canada.

3.134. Under the SIF, the Government's share of funding for a given project usually varies from
10% to 50% of eligible costs. Total combined government funding (federal, provincial, territorial and
municipal) for the project cannot exceed 75% of eligible costs. Eligible costs are non-recurring costs
that are specifically related to the project, which include, but are not limited to: direct labour,
overheads, subcontracts and consultants, direct materials and equipment, other direct costs, and
land and buildings. From July 2017 to December 2018, 31 projects were announced under the SIF,
totalling CAD 795 million in SIF contributions during the life of the projects, leveraging a total
investment of CAD 8.1 billion in Canada; this includes two SADI projects and one TDP project.
Projects run for five years; repayment takes places over up to 15 years, with two-year periods of
grace. In February 2018, changes to the SIF were announced in the federal budget, with the SIF
now focusing its support on projects requesting at least CAD 10 million in contributions. The Budget
2018 consolidated the Centre of Excellence for Commercialization and Research and the Business-led
Networks of Centres of Excellence programmes under the SIF. This Budget also announced funding
of CAD 100 million for over five years for the SIF to support projects that relate to Low Earth Orbit
(LEO) satellites and next-generation rural broadband which will reach the most remote areas of
Canada. Projects eligible for this funding are currently under development and will be announced in
20109.

3.135. Stream 4 is open to consortia and networks and is a competitive process. An applicant must
be a company incorporated in Canada (for consortium applications) or a non-profit organization
incorporated in Canada (for network applications). Contributions to Stream 4 are non-repayable. For
consortia, the combined level of assistance from all governments (federal, provincial, territorial and

156 Tnnovation Canada, online information. Viewed at: http://innovation.canada.ca.
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municipal) to any one recipient shall not normally exceed 75% of eligible costs, except for recipients
that are academic institutions for whom the maximum assistance would be 100%. The combined
level of assistance provided to networks from all government sources will not exceed 100% of the
total eligible costs of the network. The first Stream 4 competition for proposals applying data
capabilities in the Health and Biosciences sector was launched in June 2018, and a final
announcement is expected in Spring 2019. The second competition for automation and digital
technologies in the Agriculture and Agri-food sector was launched in December 2018.

3.136. As mentioned above, the 2015 TPR focused on four legacy programmes which were since
consolidated under the SIF in July 2017: the Strategic Aerospace and Defence Initiative (SADI), the
Automotive Innovation Fund (AIF), the Technology Demonstration Program (TDP), and the
Automotive Supplier Innovation Program (ASIP).

3.137. The Strategic Aerospace and Defence Initiative (SADI), launched in 2007, provided
repayable contributions to support R&D projects in the aerospace, space, defence and security (A&D)
sectors.'>” Applicants were small, medium or large-sized for-profit corporations, incorporated
pursuant to the laws of Canada and carrying on business in Canada. At least 1% of total eligible
project costs had to be allocated to post-secondary education institutions in Canada. To be eligible,
SADI support had to be essential to the project, and the recipient had to have sufficient resources
to fund the (initial) R&D phase, typically over a five-year period.'>8 Benefits under the SADI covered
up to 40% of total eligible project costs; total combined government funding (federal, provincial,
municipal, tax credits) for the project could not exceed 75% of eligible costs. Benefits under the
SADI took the form of reimbursements over a 15-year repayment period that commenced two years
after the end of the R&D phase.'>® The total amount of SADI funding was set at approximately
CAD 200 million per year. Since its creation, SADI has supported 42 projects. Total authorized
assistance for all projects was CAD 1.6 billion and total repayments collected to end-2018 were
CAD 406.6 million.

3.138. The SADI programme also supported the multi-national Joint Strike Fighter (JSF)
programme. The SADI typically contributed 40% to eligible project costs. Nominal repayment
(i.e. 100% of amounts disbursed) for JSF projects is over 20 years. The mechanism to support this
programme under SADI was transferred to the SIF. To date, no JSF projects have been funded under
the SIF.

3.139. The Automotive Innovation Fund (AIF) was launched in 2008 to provide repayable
contributions to innovation and R&D projects in the automotive sector to develop and build greener,
more fuel-efficient vehicles. The AIF was renewed in 2016 to include non-repayable options. The AIF
has supported 12 projects and provided a total of CAD 520 million in authorized assistance.

3.140. The Technology Demonstration Program (TDP), launched in 2013, provided non-repayable
contributions to support one or more large-scale R&D projects per year in the A&D sectors. Eligible
recipients for funding under the TDP were corporations incorporated and carrying on business in
Canada that proposed to conduct industrial research and technology demonstration activities with
A&D applications, as well as Canadian universities or colleges, and Canadian research institutes.6°
The TDP could award a non-repayable contribution to support one large-scale project per year, up
to a maximum of CAD 54 million. The Program covered up to 50% of total eligible project costs over
the multi-year life of the project. TDP support had to be essential to the location, scope and/or timing
of the project. The TDP supported four projects and provided a total of CAD 187.5 million in
authorized assistance.

3.141. The Automotive Supplier Innovation Program (ASIP) was launched in 2015 and provided
non-repayable contributions to automotive suppliers undertaking technology demonstration and

157 Government of Canada online information. Viewed at: https://ito.ic.gc.ca/eic/site/ito-
oti.nsf/eng/h_00022.html.

158 pProjects have a R&D phase and a repayment phase.

159 During the R&D phase, the recipient had to submit financial claims for the reimbursement of eligible
costs incurred on a monthly or quarterly basis. With each financial claim, the recipient had to provide a report
that documented the progress of the project. In the Post-R&D Phase, the recipient participates in programme
evaluations, case studies or other efforts required to assess the overall value and effectiveness of the SADI.
The recipient had to provide annual financial statements and a forecast of its annual repayments due.

160 Government of Canada, Technology Demonstration Program (TDP) — Program Guide. Viewed at:
https://ito.ic.gc.ca/eic/site/ito-oti.nsf/eng/h 00837.html.
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prototyping activities. The ASIP supported 21 projects and provided a total of CAD 36 million in
authorized assistance.

3.142. The CSBFP is a loan loss sharing programme that facilitates loans by financial institutions to
small businesses. The programme has been in operation for over 50 years with the objective of
helping new businesses get established and enabling established businesses to expand. The
maximum amount of the loan is CAD 1 million. The CSBFP receives statutory funding from the
Consolidated Revenue Fund for payments made on defaulted loans.

3.3.1.2 Access to credit

3.143. The Business Development Bank of Canada (BDC), a federal crown corporation reporting to
Innovation, Science and Economic Development Canada, provides financing and other services to
businesses, in particular, SMEs, to promote investment in and development of Canadian businesses.
The BDC is financially self-sustaining, meaning that it does not receive appropriations from
Government, and provides financing on commercial terms. The BDC provides mostly term lending,
as well as venture capital and subordinated debt. The BDC is a complementary lender: it takes on
more risk and can offer more flexible repayment terms than the commercial banks but prices the
risk (i.e. the interest rates always exceed the pricing of the commercial banks).

3.144. The BDC plays a particular role in the growth of SMEs by providing term lending as well as
collaborating with other financial institutions to increase credit availability in the market through
co-lending, syndicated loans and indirect financing. The 2017 federal budget announced two major
initiatives to promote innovation in Canada involving the BDC: the Cleantech Scale Up Initiative
(where the BDC was asked to deploy subordinated debt and equity) and the Venture Capital Catalyst
Initiative (VCCI) (where the BDC was asked to deploy subordinated debt and investments on behalf
of the Crown). The Bank is also implementing new initiatives announced in the 2018 federal budget
to encourage women business ownership, which includes a target of CAD 1.4 billion in commercial
financing over three years for majority women-owned businesses and a CAD 200 million Women in
Technology Venture Fund to support women-led technology firms (up from CAD 70 million
previously).

3.145. The BDC is the only bank devoted exclusively to Canadian entrepreneurs, and currently
reports on six business lines: Financing; Growth and Transition Capital; Venture Capital (VC);
Advisory Services; venture capital incentive programmes managed on behalf of the Government,
including the Venture Capital Action Plan (VCAP) and the VCCI; and the newly-created Cleantech
Scale Up Initiative. In FY 2017/18, BDC Financing's term lending acceptances totalled
CAD 6.8 billion; net sales from Advisory Services reached CAD 25.1 million; Growth and Transition
Capital financing acceptances reached CAD 426.9 million, VC-authorized investments totalled
CAD 188 million; and VC raised from public and private sources under the VCAP rose to
CAD 1.4 billion. During FY 2018, the BDC launched the Cleantech Practice, to deliver CAD 600 million
in capital entrusted to the BDC by the Federal Government to help build globally-competitive
Canadian cleantech firms and a long-term, commercially-sustainable cleantech industry that can
attract significant private capital. At the end of FY 2017/18, acceptances for the Cleantech Scale Up
Initiative totalled CAD 40 million, with close to CAD 10 million disbursed. Additionally, in FY 2017/18,
the Government asked the BDC to manage the VCCI, which will invest capital to further increase the
availability of late-stage VC for Canadian entrepreneurs. The 2017 federal budget made available
CAD 400 million for the VCCI, which will be used to leverage private capital to raise a total pool of
approximately CAD 1.5 billion.1®! As a result of anticipated market demand, BDC Financing
acceptances are forecast to increase to CAD 7.2 billion in FY 2018/19; and the BDC's overall portfolio
is forecast to reach CAD 30.6 billion.162

3.146. Other federal departments have various funding or incentive programmes, many of which
are available to private businesses, but also to individuals, organizations, sub-federal governments,
the non-profit sector, etc. Many of these programmes are reflected in Canada's subsidies notification
to the WTO (Table A3.2).

161 BDC (2018), 2018 Annual Report. Viewed at: https://www.bdc.ca/EN/Documents/annualreport/bdc-
annual-report-2018.pdf.

162 BDC (2018), Corporate Plan Summary 2018-19 to 2022-23. Viewed at:
https://www.bdc.ca/en/Documents/doc corpo/corporate plan summary.pdf.
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3.3.2 Standards and other technical requirements
3.3.2.1 Standards

3.147. The development of standards in Canada is a decentralized process. The Standards Council
of Canada (SCC), which takes its mandate from the Standards Council of Canada Act, is Canada's
national standardization body.163 The SCC is a federal Crown corporation, with the mandate to
promote efficient and effective standardization in Canada.®* The SCC reports to Parliament through
the Minister of Innovation, Science and Economic Development Canada and oversees Canada's
national standardization network. The SCC prescribes policies and procedures for the development
of national voluntary standards; it represents Canada in international standards activities and
provides accreditation services for both standards development organizations and conformity
assessment bodies.

3.148. The SCC also manages programmes and services designed to support the integration of
standardization into regulatory practices, and coordinates and oversees the efforts of the persons
and organizations involved in the National Standards System. The SCC is also charged with
promoting voluntary standardization in Canada, where standardization is not expressly provided for
by law, to promote the participation of Canadians in voluntary standards activities, and to ensure
the effective and coordinated operation of standardization in Canada.!%> The SCC represents Canada
at the International Organization for Standardization (ISO) and the International Electrotechnical
Commission (IEC) and, nationally, sets the requirements for the development of National Standards
of Canada, which are developed by SCC-accredited standards development organizations (SDOs).

3.149. Canada's National Standards System is composed of a variety of organizations, with
3,189 members involved in international standards committees on behalf of Canada. The SCC does
not develop standards but is responsible for accrediting various bodies in the system. The Technical
Barriers and Regulations Division of Global Affairs Canada hosts Canada's SPS and TBT notification
authority and enquiry point. The SCC and the National Research Council of Canada (NRC) share the
responsibility for the Calibration Laboratory Assessment Service (CLAS) programme through an
Agreement of Collaboration. The NRC is responsible for all aspects of calibration laboratory
assessment, including surveillance of accredited laboratories, while the SCC is responsible for the
accreditation decision.

3.150. Atthe national level, SCC accredits SDOs. There are currently 10 SDOs: the Air-Conditioning,
Heating and Refrigeration Institute; ASTM International; the Bureau de normalisation du Québec;
the Canadian General Standards Board (CGSB); the Canadian Standards Association (CSA Group);
the Health Standards Organization (HSO); the International Association of Plumbing and Mechanical
Officials (IAPMO); NSF International; ULC Standards; and Underwriters' Laboratories Inc. (UL).
These institutions generally operate in areas of specialty, reflecting the expertise of their technical
committees, but they may develop standards in any area. Other bodies involved in standardization
include: the ISED; Measurement Canada (which administers and enforces the Electricity and Gas
Inspection Act and the Weights and Measures Act through the exclusive constitutional authority of
the Government of Canada); the Telecommunications Standards Advisory Council of Canada
(TSACC, an industry-government partnership formed to develop strategic directions for
standardization in the Information Technology and Telecommunications (IT&T) sectors); the
National Research Council Canada (NRC); the Institute for National Measurement Standards, which
is Canada's national metrology institute; and the National Institute for Nanotechnology (NINT).

3.151. Standards are developed through consensus by committees of interested stakeholders, and
may include representation from categories such as industry, governments, authorities having
jurisdiction, academia, consumers, and public interest bodies. These committees are organized and
managed by an SDO. The basic process by which a standard is developed is consistent among all
SDOs. The first step is the identification of the Canadian interest and strategic need for a new
standard, followed by a preliminary study and the preparation of a draft outline, and the
establishment of a committee, whether pre-existing or new. The committee reviews existing
international and regional standards, both published and under development, first for possible

163 Standards Council of Canada Act, R.S., 1985, c. S-16, s. 5; 1996, c. 24, s. 4; 2011, c. 21, s.156,
amended 16 March 2012.

164 SCC online information. Viewed at: https://www.scc.ca/en/about-scc.

165 SCC online information. Viewed at: https://www.scc.ca/en/about-scc.
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adoption or adjustment; if it is not possible to use an existing standard, a new standard is developed
and undergoes an approval process by the committee. Once a draft standard is developed and
approved by consensus by the committee, the public is invited to review the it and provide
comments. A minimum time-frame of 60 days is prescribed for the submission of comments by
interested parties, which can only be shortened with appropriate rationale and action to proactively
inform affected stakeholders, before the publication of the standard. All comments received,
regardless of place of origin, must be considered by the technical committee and responded to, if
requested.

3.152. Once a new standard is developed, it may be sent to the SCC (see below), where it is
evaluated to see if it meets the criteria of a National Standard of Canada (NSC). These criteria
include: a) the standard must have been developed by consensus of a balanced committee of
stakeholders; b) it must have been subjected to public review; c) it must be available in both English
and French (official languages) upon publication; d) it must not duplicate or overlap with the work
of other SDOs, including other international or regional SDOs; and e) it must not create barriers to
international trade. NSCs can be submitted to international standards development organizations for
consideration and adoption as international standards.

3.153. The SCC introduced self-declaration for NSCs in 2017, allowing SDOs to meet stakeholders'
needs more quickly. This facilitates SCC-accredited SDOs to self-declare compliance, through a
process whereby their standards are verified for compliance on a sample basis. For SCC-accredited
SDOs that have achieved this status, the SCC does not have to review and approve their NSCs prior
to publication. System controls are in place to ensure the continued rigour of the development of
NSCs. 166

3.154. NSCs must be reviewed and updated at least every five years. There were 3,096 standards
developed under SCC accreditation as at 30 September 2018, of which 2,424 had NSC status. Some
of the main areas where there were national standards include: information technology (977);
electrical engineering (345); environment, health protection and safety (177); construction
materials and building (135); health care technology (199); domestic and commercial equipment
(121); metrology and measurement (27); energy and heat transfer engineering (127); and
telecommunications, audio and video engineering (104).

3.155. As noted above, the SCC facilitates Canadian participation in international standardization,
including participation at the International Organization for Standardization (ISO) and the
International Electrotechnical Commission (IEC). As the Canadian member of the ISO and the IEC,
the SCC ensures effective Canadian participation in the activities of those organizations and
establishes requirements and guidance for Canadian participation. Canada participates or observes
on 354 ISO technical committees'®” and 115 IEC technical committees.68

3.156. Cooperation Arrangements are negotiated by the SCC, which has arrangements with Brazil's
Associacdo Brasileira de Normas Técnicas (ABNT, signed in 2018), the British Standards Institute
(BSI, signed in 2018), the Ukrainian Research and Training Center for Standardization, Certification
and Quality (UkrNDNC, signed in 2018), Peru's Instituto Nacional de Calidad (INACAL, signed in
2017), the Plurinational State of Bolivia's Instituto Boliviano de Normalizacidn y Calidad (IBNORCA,
signed in 2017), Costa Rica's Instituto de Normas Técnicas de Costa Rica (INTECO, signed in 2016),
the American National Standards Institute (ANSI, renewed in 2018), Mexico's Direcciéon General de
Normas (DGN, renewed in 2018), the United Kingdom Accreditation Service (UKAS, signed in 2017),
the Standards Administration of China (SAC, renewed in 2016), and the Korean Agency for
Technology and Standards (KATS, signed in 2018).

3.157. The SCC also has a bilateral Cooperation Agreement with the European co-operation for
Accreditation (EA) to facilitate the implementation of the Protocol on the Mutual Acceptance of the
Results of Conformity Assessment within the CETA. The SCC also has a joint Cooperation Agreement
with the European Committee for Standardization (CEN) and the European Committee for
Electrotechnical Standardization (CENELEC) and has CEN Companion Standardization Body

166 SCC online information. Viewed at: https://www.scc.ca/en/accreditation/standards.
167 1SO online information. Viewed at: https://www.iso.org/member/1619.html.
168 TEC online formation. Viewed at: https://www.iec.ch/dyn/www/f?p=103:5:0##ref=menu.
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membership.1%® In addition, the SCC is a signatory to a number of voluntary accreditation
agreements, including the International Accreditation Forum (IAF), the Asia Pacific Accreditation
Cooperation (APAC), and the Inter-American Accreditation Cooperation (IAAC).

3.158. The SCC also examines standardization policy issues, both national and international in
scope. This includes examining standardization and gender, such as women's rates of participation
on technical committees as compared to sectoral labour rates, and the provision of policy guidance
on how to effectively incorporate standards by reference in federal, provincial, and territorial
regulations to achieve various public policy objectives.70

3.3.2.2 Technical regulations

3.159. The development of technical regulations in Canada is decentralized; they are established
by several federal and provincial authorities. At the federal level, the development of technical
regulations must follow the Cabinet Directive on Regulation and the Policy on Regulatory
Development, which apply to all federal departments, agencies, and entities over which the Cabinet
has either general authority or a specific authority relating to regulation making.

3.160. The Cabinet Directive on Regulation, which entered into force on 1 September 2018 and
replaced the Cabinet Directive on Regulatory Management of 1 May 2012, sets out the Government
of Canada's expectations and requirements in the development, management, and review of federal
regulations. The Directive sets four guiding principles of federal regulatory policy: a) regulations
must protect and advance the public interest and support good government; in this sense,
regulations are justified in terms of protecting the health, safety, security, social and economic
well-being of Canadians, and the environment; b) the regulatory process must be modern, open,
and transparent: regulations must be accessible and understandable, and must be created,
maintained, and reviewed in an open, transparent, and inclusive way that engages the public and
stakeholders early on; c) regulatory decision-making must be evidence-based: there must be an
analysis of the costs and benefits, and the assessment of risk, while being open to public scrutiny;
and d) regulations must support a fair and competitive economy: they should aim to support and
promote inclusive economic growth, entrepreneurship, and innovation for the benefit of Canadians
and businesses. Opportunities for regulatory cooperation and the development of aligned regulations
should be considered and implemented wherever possible.!7?

3.161. The Directive requires departments and agencies to examine and analyse regulations
through all stages of their life cycle, including: the development of regulations, regulatory
management, and review and results. It also requires that, during all stages of the regulatory life
cycle, regulators seek opportunities to engage stakeholders (including Indigenous Peoples), pursue
regulatory cooperation and regulatory alignment where appropriate, and coordinate with all levels
of government to minimize cumulative and unintended impacts of regulations on Canadians,
businesses, and the economy.

3.162. With respect to the development of regulations, the Directive mandates that, at the
beginning of the regulatory life cycle, departments and agencies determine the approach to address
an issue, set objectives, undertake consultations with stakeholders, and analyse the risks, impacts,
and costs and benefits of a regulatory proposal.l’? The scope and depth of analysis required for
regulatory proposals depends on the cost component of each proposal. In general, the greater the

169 Standards Council of Canada (2018), Advancing Solutions, Delivering Results, 2017-2018 Annual
Report. Viewed at: https://www.scc.ca/en/system/files/publications/SCC-AR-2017-2018 EN.pdf. The European
Committee for Standardization's list of Companion Standardization Bodies. Viewed at:
https://standards.cen.eu/dyn/www/f?p=CENWEB:60:::NO.

170 Standards Council of Canada (SCC, 2018). Guidelines for Incorporating Standards by Reference in
Regulations to Support Public Policy Objectives. Viewed at: https://www.scc.ca/en/about-
scc/publications/documents-de-politique/gquidelines-for-incorporating-standards-reference-regulations-support-
public-policy-objectives.

171 Government of Canada (2018), Cabinet Directive on Regulation. Viewed at:
https://www.canada.ca/en/treasury-board-secretariat/services/federal-requlatory-management/quidelines-
tools/cabinet-directive-regulation.html.

172 Government of Canada (2018), Cabinet Directive on Regulation. Viewed at:
https://www.canada.ca/en/treasury-board-secretariat/services/federal-regulatory-management/quidelines-
tools/cabinet-directive-regulation.html.
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estimated cost of the proposal, the more comprehensive the analysis of benefits and costs must be,
and the greater the effort required to undertake this analysis.

3.163. Departments and agencies must conduct a Regulatory Impact Analysis (RIA) on all
regulatory proposals. The RIA must identify and assess the potential positive and negative effects
and implications of a regulatory proposal for consideration by the public, stakeholders and the
Cabinet. Regulators must demonstrate that the benefits to Canadians outweigh the costs. To this
end, the departments and agencies must conduct an early assessment, known as a triage, of a
regulatory proposal, to determine its expected impact level and the appropriate mix of analytical
requirements. During the triage, proposals are categorized according to their expected level of
impact, which is determined primarily by the anticipated cost of the proposal.l’3 In the case of
federal regulatory proposals, benefits and costs can be described in one of three ways: qualitative;
quantitative; or monetized. An analysis of monetized benefits and costs is required for all
"significant" regulatory proposals, that is, with an expected high or medium impact. If a regulatory
proposal identifies environmental considerations, regulators must provide the scope and nature of
the likely effects on the environment (positive and negative), describe in the Regulatory Impact
Analysis Statement (RIAS) the outcomes of consultations with the public about environmental
impact, and describe in the RIAS how the implementation plan would deal with issues identified. If
the regulatory proposal is not likely to have environmental effects, regulators must describe in the
RIAS the activities they undertook to ascertain that no environmental effects are expected.174

3.164. As per the Directive, federal authorities should take into account potential opportunities for
incorporation by reference of internationally-accepted standards and/or regulations or other
appropriate instruments. Departments and agencies should explain in the RIAS why the technique
is being used and how it achieves their regulatory objectives. Departments and agencies must submit
a regulatory proposal to be considered by the Treasury Board (Governor in Council), or the relevant
regulation-making authority, for pre-publication in the Canada Gazette, Part I. Pre-publication of a
regulation must include the draft regulatory text as well as a RIAS. The standard comment period
following pre-publication is 30 days, unless otherwise prescribed by legislative requirements and/or
international obligations. A minimum comment period of 70 days may be required for consultations
on proposals for new and amended technical regulations that may have a significant effect on
international trade. Upon approval by the Treasury Board, the Governor General signs the regulation,
and the Registrar of Statutory Instruments registers it. Regulations enter into force immediately
after registration, or on a day specifically stipulated. The Regulation can only be enforced once
published in the Canada Gazette Part II. Such publication must take place within 23 days of
registration.

3.165. The Report to Parliament on federal regulatory ma