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On 21 August 2019, the Government of Canada published SOR/2019-290, an Order
Amending the Schedule to the Customs Tariff (Costa Rica) in Part Il of the Canada Gazette.

Effective 8 August 2019, Canada is extending entitlement of the Canada-Costa Rica Free
Trade Agreement (CCRFTA) preferential tariff treatment to certain goods that originate
under the CCRFTA but were excluded from CCRFTA preferential tariff treatment prior to
8 August 2019.1

Background

The CCRFTA came into force on 1 November 2002. Under the CCRFTA Non-entitlement to
Preference Requlations (the Regulations), enacted on 31 October 2002 pursuant to the
Customs Tariff, certain goods that undergo operations in a Costa Rica Free Trade Zone (FTZ)
are deemed not to originate in Costa Rica and are not entitled to preferential tariff treatment
under the Costa Rica Tariff rate.? This restriction stems from the nature of the tariff
elimination obligations agreed to under the CCRFTA. Canada’s obligation to eliminate tariffs
on certain goods was contingent on Costa Rica removing all business tax exemptions and
other export subsidies for goods produced wholly or partially in Costa Rican FTZs.3

1 SOR/2019-290
2S0R/2002-398
3 Explanatory note to SOR/2019-290
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Impact

As the Government of Canada is now satisfied that Costa Rica has eliminated business tax
exemptions and other export subsidies, the Regulations have been repealed and originating
goods previously exempt can now benefit from preferential tariff treatment. These goods
were listed in categories A1, B, C and D of Canada'’s tariff elimination schedule under the
CCRFTA and include apparel, textiles and tire products. These goods can now be imported
duty free into Canada. The Government of Canada expects to forgo approximately

CAD 2.7 million in customs duties due to the repeal of the Regulations.* As the affected goods
were originally subject to moderate or high duty rates, Canadian importers sourcing the
affected goods will see a notable reduction in customs duty costs for these goods.

Costa Rica is Canada's largest trading partner in Central America.® In 2018, Canada exported
approximately CAD 164 million worth of goods to Costa Rica and imported approximately
CAD 519 million worth of Costa Rican goods.®

Learn more

For more information, please contact one of the following EY Global Trade professionals:

Toronto

Sylvain Golsse
Canadian Leader, Global Trade
+1 416932 5165 | sylvain.golsse@ca.ey.com

Krystal Hicks
+1 416 943 2518 | krystal.hicks@ca.ey.com

Quebec and Atlantic Canada

Michael Zobin
+1 514 879 2711 | michael.zobin@ca.ey.com

Mike Cristea
+1 506 443 8408 | mihai.cristea@ca.ey.com

Calgary

Shannon Baxter
+1 403 956 5703 | shannon.baxter@ca.ey.com

4 Explanatory note to SOR/2019-290
5 Government of Canada,
https://www.canadainternational.gc.ca/costa_rica/bilateral_relations_bilaterales/canada_costa_rica.aspx?lang=en

g
6 Statistics Canada, Canadian International Merchandise Trade Database
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About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital markets
and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a
better working world for our people, for our clients and for
our communities.

EY refers to the global organization and may refer to one or
more of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. For more information about
our organization, please visit ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a
range of tax-saving services backed by in-depth industry
knowledge. Our talented people, consistent methodologies
and unwavering commitment to quality service help you
build the strong compliance and reporting foundations and
sustainable tax strategies that help your business achieve its
potential. It's how we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in
Canada, specializing in tax law services, business
immigration services and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax,
human capital, international tax, transaction tax, sales tax,
customs and excise.

For more information, visit http://www.eylaw.ca/taxlaw
© 2019 Ernst & Young LLP. All Rights Reserved.
A member firm of Ernst & Young Global Limited.

This publication contains information in summary form, current as of
the date of publication, and is intended for general guidance only. It
should not be regarded as comprehensive or a substitute for
professional advice. Before taking any particular course of action,
contact EY or another professional advisor to discuss these matters in
the context of your particular circumstances. We accept no
responsibility for any loss or damage occasioned by your reliance on
information contained in this publication.
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