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TRADING WITH THE EU FROM 1 JANUARY 2021

« The UK is no longer part of the EU Customs
Union. Trade is now governed by the UK-EU
Trade and Cooperation Agreement (TCA) (the
Northern Ireland Protocol applies to Northern
Ireland).

« As of 1 January 2021, UK goods exported to the
EU are eligible for zero tariffs if the goods meet
the Rules of Origin requirements set out in the
Agreement and have the right documentation. If
not, the goods may be subject to EU tariffs.

. H}](e same applies for EU goods imported into the
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HAT ARE RULES OF ORIGIN?

* Rules of Origin determine the ‘economic nationality’ of a good. They are a standard part of
free trade agreements (FTASs).

* Rules of Origin in the UK-EU Trade and Cooperation Agreement ensure that only goods produced
in the UK or EU benefit from the zero tariff agreement.

 Different goods must comply with different rules. This presentation sets out the types of rules
products may need to comply with as well as the documentation required to comply.
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DISTRIBUTION vs. PRODUCTION

« The UK is no longer part of the EU Customs Union. This means that goods imported into GB
cannot move freely between GB and EU Member States or vice versa. To be eligible for zero tariff
export to the EU, these goods must still comply with Rules of Origin.

- This means there must be a qualifying level of production in the UK. This applies to EU
origin goods as well as to goods from the rest of world.

 If traders move goods through GB from one EU Member State to another without the goods
entering UK customs territory (i.e. without entering free circulation in GB), the goods may not
need to meet Rules of Origin.
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EXPORTING: HOW DO | COMPLY WITH RULES OF ORIGIN?

If you are a UK exporter and your EU importer wants to claim zero tariffs on your goods, there are 3 key
steps to work out whether your goods comply with rules of origin:

1. Classify your good
2. Understand whether your good meets the applicable rule of origin

3. Understand how to demonstrate origin to the customs authorities.
The following slides will explain what action you need to take for each of these steps.

You may choose to use a customs agent to help you with Rules of Origin. There is guidance available
on GOV.UK on how to find a customs agent. You may still need to provide supporting evidence to your
customs agent.
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STEP 1: CLASSIFY YOUR GOODS FOR INTERNATIONAL
TRADE

« For the purposes of international trade, all goods are classified under the Harmonised System, an
internationally standardised system of descriptions and numbers to identify goods. You need to know
the classification of your goods to find the applicable rule of origin.

« The Harmonised System forms the first 6 digits of the 10-digit classification (commodity) code when
importing goods into the UK or the EU.

« Goods are categorised into chapters (2 digits), headings (4 digits), and subheadings (6 digits)

For example, small helicopters are classified under:

Chapter 88 — Aircraft, spacecraft, and parts thereof

Heading 8802 — Other aircraft (for example, helicopters, aeroplanes); spacecraft...etc
Subheading 880211 — Helicopters of an unladen weight not exceeding 2000 kg

You can use the trade tariff look-up tool to classify your goods.
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STEP 2: UNDERSTAND WHETHER YOUR GOOD MEETS

THE APPLICABLE RULES OF ORIGIN

* You need to understand your supply chain to know where your materials or inputs come from — whether
they originate in the UK or EU, or whether they come from rest of world (non-originating).

* You can count EU origin materials and_fproces_sing when considering whether your UK exports to the
EU m?ett rules of origin requirements, if there is a qualifying level of production in the UK — this is called
cumulation'.

+ If the good you export incorporates non-originating material, you need to comply with the
relevant Product Specific Rule.

* There are rules for different goods. You will need to understand whether your goods comply with the
applicable rule for that good.

. Youdshould refer to the list of Product Specific Rules in the TCA to find the applicable rule for your
goods.
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THERE ARE FOUR TYPES OF RULE A PRODUCT MAY

NEED TO MEET

1. WhO”y If a good is fully grown, born or extracted from the UK it is eligible for preferential treatment.
Obtained This mainly applies to agricultural products e.g. vegetables grown in the UK, but could also
(WO) apply to e.g. mineral products extracted from the soil of the UK.

2. Change in

Tariff Code Some rules of origin require that non-originating inputs used in production of a good must be
( CT C) classified in a different chapter, heading or subheading of the Harmonised System.

3. Value Added,
or ‘'maximum
non-originating
material’

If a rule requires a “maximum level of non-originating material” (MaxNOM), a certain proportion
of the value of the final good must be generated in the UK, or the EU. This can include UK-
originating parts, or value added in the production such as labour and manufacturing costs.

4. Spec!ﬁc Some rules require a specific operation or set of operations to take place in the UK, in order for
Processmg that good to be classed as UK-originating. For example, for certain chemicals, a chemical
Rule (SPR) reaction must take place in the UK.




YOU CAN USE UK AND EU CONTENT TO MEET

THE RULE OF ORIGIN

FTA
territory

- Bilateral cumulation allows you to use both UK
and EU content to meet a rule of origin

Materials and
processing from the UK
and EU can be counted
towards meeting a rule
of origin.

 You can count both materials as well as
processing from the UK and EU

The processing in the
exporting party must go

beyond the list of
processes deemed
‘insufficient’

« If you are importing EU products and using
them in UK production to re-export to the EU,
the UK production must be deemed ‘sufficient’

« The list of processes that are not considered
‘sufficient’ is outlined in the text




Change in Tariff Heading rule (Mug — HS 6911)

Rule requires that any non-originating materials (non-UK or EU origin) used in the production of the mug be
classified in heading other than 6911

Materials UK Processing Does the product qualify
for tariff-free access?
UK company manufactures a mug The non-originating clay is classified under
UK company (HS 6911) from the imported a different HS heading to the final mug.
imports clay from Chinese clay (HS 2508)
China (HS

This qualifies under the ‘change in tariff
heading’ rule. The mug can be exported
tariff-free.

X

The imported non-originating product is
classified in the same HS heading as the
exported product.

heading 2508) The mug is exported to the EU.

b

The UK company attaches a wooden
handle to the mug.

65

)

UK company
imports mug
without handle
from China (HS
heading 6911)

This UK processing does not meet the
‘change in tariff heading’ rule. The product
would face a tariff upon export to the EU.

The mug is exported to the EU.



Maximum non-originating materials rule / Value Add rule (Transmission Shaft — HS 8483)

Rule requires maximum 50% non-originating (non-UK or EU origin) materials

Materials

oﬁ

Non-originating
parts worth £300
imported from
Canada

UK Processing

ben

Transmission shaft produced in the UK. UK
parts, and manufacturing costs are £350.

Non-originating inputs worth less than 50%
of the ex-works value of the transmission
shaft.

Does the product qualify?

v/

Product meets the rules of origin
requirements as non-originating
material is less than 50% of the ex-
works value.

QO

Non-originating
parts worth £400
imported from
Canada

.___‘______‘_______

b

Transmission shaft produced in the UK. UK
parts, and manufacturing costs are £250.

Non-originating inputs worth more than 50%
of the ex-works value of the transmission
shaft.

X

Product does not meet the rules of
origin requirements as non-originating
material is more than 50% of the ex-
works value.

Product may face a tariff.

____‘______t______



Specific Processing rule (Spectacle lenses — HS 9001.50)

Rule requires that the product is manufactured in the exporting country following the specific process set out in
the text of the product specific rule annex.

9001.50

OO0

CTH;

Surfacing of the semi-finished lens into a finished ophthalmic lens with optical
corrective power meant to be mounted on a pair of spectacles;

Coating of the lens through appropriated treatments to improve vision and ensure
protection of the wearer;

or

MaxNOM 50 % (EXW).




CUMULATION & INSUFFICIENT PRODUCTION

preserving operations such as drying,
freezing, keeping in brine and other similar
operations where their sole purpose is to
ensure that the products remain in good
condition during transport and storage

breaking-up or assembly of packages

washing, cleaning; removal of dust, oxide,
oil, paint or other coverings

affixing or printing marks, labels, logos and
other like distinguishing signs on products
or their packaging

simple painting and polishing operations

sharpening, simple grinding or simple
cutting

sifting, screening, sorting, classifying,
grading, matching including the making-up
of sets of articles

simple placing in bottles, cans, flasks, bags,
cases, boxes, fixing on cards or boards and
all other simple packaging operations

simple assembly of parts of articles to

constitute a complete article or disassembly

of products into parts

For the purposes of paragraph 1, operations shall be considered simple if neither special
skills nor machines, apparatus or equipment especially produced or installed are needed for

carrying out those operations.
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STEP 3: PROVE TO THE CUSTOMS AUTHORITY THAT YOUR

GOOD QUALIFIES

* You must have evidence to prove your goods meet rules of origin.
* You may also require evidence of origin from your supplier, such as a supplier declaration.

* You can self-declare that your goods meet the Rules by making out a statement on origin and sending this to

your customer with your export. Your customer can use this as the basis of their claim for zero tariffs. The
template text for the statement on origin can be found in the TCA.

» Importers can alternatively claim for zero tariffs based on importer’s knowledge. Where this option is used,
you do not need to provide your customer with a statement on origin, though they may ask you to provide
other information about the goods to support their claim for zero tariffs.

* Until 31 December 2021, UK and EU exporters do not need supplier’s declarations in place when the
goods are exported, but they must be confident that the exported goods meet the Rules of Origin
requirements. Businesses may be asked to retrospectively provide a supplier’s declaration after this date.
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IMPORTING: HOW TO COMPLY WITH RULES OF ORIGIN

» To access zero tariffs when importing into the UK from the EU, you will need to claim preference on your
customs declaration. You will need to hold proof that the goods you are importing meet the Rules of Origin.

* Under the TCA, preference is claimed either with a statement on origin or using importer’s knowledge
that the goods are originating. You can choose which option to use.

« A statement on origin should be provided to you by the exporter on a commercial document.

» To use importer’'s knowledge, you will need to obtain sufficient evidence that the goods meet Rules of Origin.
This may involve the exporter providing a range of supporting documentation.

« The UK is taking a staged approach to customs controls. This allows traders to make a record in their
own commercial records at the point of entry of goods into GB and submit a customs declaration and any
claim for preference to HMRC within six months of the point of import. This easement is only for UK
companies importing from the EU.
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IMPORTANT LINKS

« How to claim preferential (zero) tariffs when trading with the EU: https://www.gov.uk/quidance/claiming-preferential-rates-
of-duty-between-the-uk-and-eu-from-1-january-2021

 Full guidance on Rules of Origin when trading with the EU: https://www.gov.uk/government/publications/rules-of-origin-for-
goods-moving-between-the-uk-and-eu-from-1-january-2021

« Trade Tariff tool to classify your goods: https://www.trade-tariff.service.gov.uk/sections

* Online tool to check which Rules of Origin apply to your exports: https://www.gov.uk/check-duties-customs-exporting.

* Online tool to check which Rules of Origin apply to your imports: https://www.get-rules-tariffs-trade-with-
uk.service.gov.uk/choose-country/

* For help on importing & exporting, contact HMRC using the guidance here: https://www.gov.uk/government/organisations/hm-
revenue-customs/contact/customs-international-trade-and-excise-enquiries.

« Information on staged customs controls when importing into the UK:: https://www.gov.uk/government/publications/the-
border-operating-model
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