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Everything you need to know about
Canada’s Non-Resident Importer
program, and how it benefits companies
conducting business in Canada.

What is a Non-Resident Importer?

A Non-Resident Importer (NRI) is a business located outside
of Canada that ships goods to customers in Canada and
assumes responsibility for customs clearance and other

import-related requirements.

An NRI can effectively compete in the Canadian market
without the need for capital investment in Canada, such

as manufacturing facilities, distribution facilities, and sales
offices. Costs incurred by an NRI include transportation
charges to ship the goods from the foreign point of lading
to the customer in Canada, Canadian import duties/taxes,
and service provider fees related to customs brokerage and

logistics.

By assuming complete responsibility to deliver the product
to the buyer’s door, the NRI provides a seamless and cost-

effective experience to its Canadian customers.

Why would you want to be an NRI?

NRIs recognize the potential of the Canadian market and
understand that, to effectively compete for Canadian market
share, they need to make the buying experience as gainful
and easy as buying domestically. The NRI provides a value-
added service by handling all the costs involved in getting
the goods to the customer’s location. In addition, many U.S.
companies view NRI status as an option to reduce supply
chain operating expenses.

NRIs obtain a competitive advantage by:

® Offering customers landed cost basis

® Creating a level playing field in the Canadian marketplace

® Reducing supply chain operating expenses

® Meeting the needs of Canadian customers without a
physical presence in Canada

NRIs gain control by:

© Limiting the carriers/brokers involved

® Having access to export paperwork in a consistent
fashion (manual/EDl/web-enabled)

© Managing all costs (brokerage, freight and duty)

What are the responsibilities of an NRI?

An NRIis subject to Canada’s Customs Act and related
regulations, which are administered by the Canada Border
Services Agency (CBSA). Furthermore, depending on the
nature of the goods, certain Other Government Department
(OGD) requirements may apply; for example, many food
products are subject to Canadian Food Inspection Agency

(CFIA) import requirements.

The following industries are subject to OGDs:
Food and food-related products

Apparel goods, textile articles, steel products
Animals, plants and certain wood products
Energy consuming products

Pre-packaged consumer products

Motor vehicles and tires

Drugs, medical devices, hazardous products



NRIs must give consideration to the following key areas:

Business Number

Valuation

HS Tariff Classification

Tariff Treatment

Goods and Services Tax (GST) on imported goods
Canadian Customs Clearance

Maintenance of Records

Compliance

In addition to the standard customs documentation,
industries that are subject to Other Government
Departments (OGDs) also need special permits, certificates

or other paperwork.

Business Numbers (BN)

The Canada Border Service Agency (CBSA) and Canada
Revenue Agency (CRA) interact with all businesses through
business numbers. A Business Number (BN) is required
before you can begin importing into Canada. Livingston can

apply for a BN on your behalf.

The BN provides businesses with one number that applies to
the four main Revenue Canada business accounts:
Corporate income tax
Payroll deductions
GST/HST
Import/export

With a BN, businesses can conduct all of their CRA business
with a single contact. They can register their businesses,
open additional accounts, make changes to their accounts
(e.g. address changes), and inquire about account balances
and recent payments.

Import/Export Account — BN # ends in “RM”

GST/HST Account — BN # ends in “RT”

Valuation

The value of the goods that duty will be based on is
determined in accordance with the Customs Act. The most
common transaction is an arm’s length sale between two
unrelated parties. This type of transaction is addressed in
Section 48 of the Customs Act, which states; “the value

for duty of goods is the transaction value of the goods if
the goods are sold for export to Canada to a purchaser in
Canada and the price paid or payable for the goods can be
determined..”

When imported goods are not “sold for export to Canada” or
there is no “purchaser in Canada”, such as goods shipped
on consignment, the transaction value method cannot be
used and it will be necessary to apply an alternate method of

valuation.

If the selling price includes amounts for customs duties,
Goods and Services Tax (GST), customs brokerage and

freight from the place of direct shipment to Canada, then



this needs to be stated on the commercial invoice and/or
Canada Customs Invoice. Such amounts are deducted from
the selling price when the value for duty is calculated.

Customs valuation can be complex. If there are any doubts
about the correct valuation methodology, it is advisable to
obtain a valuation ruling from the CBSA prior to exporting the
goods.

Alternate valuation methods are used when an arm’s length
sale does not exist. Using these alternate methods usually
requires prior approval in the form of a written ruling from the
CBSA. Without elaborating, these methods are:

© Identical Goods

©® Similar Goods

© Deductive Method

® Computed Method

©® Residual Method

Establishing a selling price based on Transaction
Value

When an NRI establishes the final sale price to its Canadian
customer, it is imperative to begin with a base price, the price
the NRI wishes to receive for its goods, usually similar to that
of the selling price in the domestic market (domestic costs
plus profit).

After completing this, assess the costs involved in the
transportation and customs clearance of the goods, such as
duty, tax (if a non-registrant), brokerage, and freight.

These costs are then added to the base price. It's important
for the NRI to ensure that the above named costs, which are
built into the price, are accurately accessed and auditable.

Transaction Value

This is the primary method of Customs valuation. Value for

Duty is based on four basic requirements:

1. The imported goods were sold

2. The sale was for export to Canada

3. The purchaser in the sale for export is the “purchaser in
Canada”

4. The price paid or payable for the goods can be
determined

Adjustments can be made for certain prescribed items:
® Additions

© Packing costs, assist, royalties

® Subsequent proceeds

Obtaining a customs ruling
in advance is a good way

to ensure you've applied
the correct valuation to your
goods.

® Deductions
© |International transportation and insurance, domestic

freight, import duty, and taxes

In the event that there is no sale for export to Canada, or

the importer does not qualify as a purchaser in Canada, the
transaction value method of valuation cannot be used. When
the transaction value method cannot be used, importers
must move sequentially through the valuation provisions.

With respect to no-charge goods, the importer must conduct
a test value to establish an amount and demonstrate that the
value of the goods being appraised closely approximates
one of the above methods.

Residual Basis

The residual method (section 53) may be applied to

determine the value for duty, if:

® Transaction values of identical or similar goods cannot be
found (sections 49 and 50)

® The goods are not resold in Canada (deductive value
method, section 51)

® The exporter did not incur any cost of production
(computed value method, section 52)

Valuation issues can be complex, and in the case of NRIs,
this is an area where the CBSA is very active. Accordingly,
non-resident importers must exercise reasonable care and
if there are any doubts relating to the methodology to be
employed, obtain a valuation ruling prior to importing goods
into Canada.

HS Tariff Classification

Canada utilizes the Harmonized System (HS) of tariff
classification, which was developed by the World Customs
Organization. The HS is used by more than 200 countries
around the world.



3rd & 4th digits:
HS system heading - “Apples,
pears and quinces, fresh”

0808.10.10.11

1st & 2nd digits: 5th & 6th digits:
HS system chapter - “Edible fruit and nuts; HS system
peel of citrus fruit or melons” subheading - “Apples”

Figure 1

Tariff classification numbers, or HS Codes, are ten-digit
codes required for the reporting of goods imported into
Canada and to determine the rate of duty in conjunction with
the corresponding tariff treatment.

The first six digits of the code represent the international
portion of the classification number and are used by all
countries that have adopted the Harmonized System; the last
four digits reflect Canadian tariff and statistical requirements.
(See Figure ).

Accurate tariff classification has become increasingly
important with the implementation of mandatory HS Code
requirements for goods imported into Canada.

Tariff treatment

Tariff treatment is determined by the country of origin, and

is used to establish the rate of customs duty for a given tariff
classification.

A number of Canada’s trading partners enjoy preferential
tariff treatments as a result of trade agreements, such as:

Most Favored Nation (MFN) - This rate is extended to all
imports into Canada from any country in the world.

North American Free Trade Agreement (NAFTA) — A treaty
between Canada, Mexico, and the United States that

was designed to foster greater trade between the three
countries. NAFTA has eliminated trade barriers, increased
investment opportunities, and established procedures

for resolution of trade disputes. Most importantly, it has
increased the competitiveness of the three countries in the
global marketplace.

7th & 8th digits:
break-out for trade purposes - statistical -
“In their natural state” “Empire”

10th digit:

Sth digit:
statistical - “For
processing”

Canadian tariff

This agreement has reduced or eliminated the tariff rates
applicable to goods that meet the origin requirement set
forth in the agreement. Goods qualifying for preferred tariff
treatment under NAFTA require a properly completed
certificate of origin. This document can be prepared for each
individual shipment, or a blanket certificate can be prepared
on an annual basis and kept on file.

Depending on the commodity exported, additional
documentation may be required. It is best to check with
the broker or agent prior to exporting a new commaodity or
product line.

Other Preferential Tariff Treatments include:
GPT General Preferential Tariff
LDCT Least Developed Country Treatment
CCCT Commonwealth Caribbean Countries Tariff
CIAT Canada-Israel Agreement Tariff
CT Chile Tariff

Preferential tariff treatments, such as duty-free tariffs, are
often offered on condition that certain direct shipment and
proof of origin requirements be satisfied.

Goods and Services Tax (GST) on imported
goods

What is the GST/HST?

The Goods and Services Tax (GST) is a federal tax that
applies to most goods and services in Canada at a rate of
5%. GST is applied at the border to all imported commercial
goods destined to all provinces and territories within
Canada. It is calculated on the value of the goods, including
the value of any customs duties, and is collected by the
CBSA on behalf of the CRA. NRIs should therefore expect to
be invoiced for GST, unless their goods are zero-rated.



The following Canadian provinces have “harmonized” their

provincial sales tax with the GST to create the Harmonized

Sales Tax (HST):

® New Brunswick, Newfoundland and Labrador, Nova
Scotia, and Prince Edward Island have HST at a rate of
15%

©® Ontario has HST at a rate of 13%

©® The proving of Quebec applies the Quebec Sales Tax
(QST) at a rate of 9.975%, calculated on the sale prince of
the goods in addition to the 5% GST

® HST is applied at the border to all imported non-
commercial goods destined or supplied to the provinces
of Ontario, , Newfoundland and Labrador, Nova Scotia,
and Prince Edward Island.

©® In certain instances, a registered NRI may pay 5% GST at
the border on commercial goods destined for a province
with the HST, such as New Brunswick, but will collect 13%
HST from the customer. This requires a remittance of tax
by the NRI to the government.

© Registrants are entitled to claim tax credits or rebates on
the tax paid on all purchases or imports.

® Registered NRIs must show their registration number in
order for GST-/HST-registered customers to claim their
own GST/HST credits.

Do | have to “register” for the GST/HST?

Generally, you have to register for the GST/HST if your
worldwide revenues are more than CAD$30,000 and you
are conducting business in Canada.

What does “conducting business in Canada” mean?

Even though you may not have a permanent establishment

in Canada, you can still be conducting business there.

Factors that are considered in determining whether an NRI is

conducting business in Canada for GST/HST purposes are:

© The place where agents or employees of the NRI are
located

® The place of delivery

® The place of payment

©® The place where purchases are made or assets are

acquired

The place from which transactions are solicited

The location of assets or an inventory of goods

The place where business contracts are made

The location of a bank account

The place where the NRI's name and business are listed
in a directory

The location of a branch or office
©® The place of manufacture or production

Voluntary GST/HST registration

Even if you are not required to register for the GST/HST,

as an NRI, you can choose to register voluntarily if in the
ordinary course of carrying on business outside Canada you
regularly solicit orders for goods (except prescribed goods)
to be exported or delivered to Canada.

If you choose to register voluntarily, you must stay registered
for at least one year.

Non-resident security deposit

If you do not have a permanent establishment in Canada
when you apply to be registered for the GST/HST, then you
have to provide the CRA with a security deposit. The initial
amount of the security deposit is 50% of your estimated

net tax, whether positive or negative, during the 12-month
period after you register. For subsequent years, the amount
of security is equal to 50% of your actual net tax for the
previous 12-month period, whether this amount is positive or
negative.

The maximum security deposit required is CAD$Imillion, and
the minimum is CAD$5,000.



The security bond requirement is waived if annual sales in
Canada are less than CAD$100,000 and annual net tax is
less than CAD$3,000.

Collecting GST/HST from your customers

If you register for the GST/HST, this means you have to
collect GST/HST from your customers on behalf of the
Government of Canada. You are required to indicate the
GST/HST as a separate amount on the commercial invoice.

Reporting your GST/HST; Due dates for filing and
remitting GST/HST

When you register for the GST/HST, you are assigned a
reporting period. Reporting periods are the amounts of time
for which you file your GST/HST returns. For each reporting
period, you have to prepare a GST/HST return showing the
amount of the GST/HST you charged or collected from your
customers and the amount of the GST/HST paid or payable
to your suppliers (Input Tax Credits). The GST/HST return is
sent to the CRA.

If your assigned reporting period is monthly or quarterly,
you are required to file your GST/HST return and remit any
amount owing no later than one month after the end of your
reporting period.

If your assigned reporting period is annual, you are required
to file your return and remit any amount owing no later than
three months after the end of your fiscal year.

How GST/HST is recovered

Registrant

By deciding to register for GST/HST, the NRI will need

to collect GST/HST from customers and submit GST/

HST returns at regular intervals, identifying the GST/HST
collected/collectable and GST/HST paid/payable. The
amount will result in either a remittance to the CRA or refund
to the NRI registrant. Recovery of the GST/HST paid/payable
is achieved by claiming an input tax credit on your GST/HST

return.

Advantages:
Tax credit or rebate of tax paid on the purchase of
taxable services, or the purchase or importation of
taxable goods
The Canadian customer has the ability to recover GST/
HST paid/payable on purchases from the NRI
The ability to recover tax paid on samples, rejected, or
damaged goods

Disadvantages:
Accounting system must be established to:
- Identify tax collected on sales
- Identify Input Tax Credits (ITCs)
- File monthly/quarterly reports
Surety bond may need to be obtained, premium paid
Minimum one-year filing requirement
Subject to audit by the CRA

Maintaining books and records

Similar to the CBSA requirement to maintain customs-related
records, GST/HST registrants are required by the CRA to
maintain GST-/HST-related books and records for a period of
six years from the end of the latest year to which they relate.

A non-resident GST/HST registrant can maintain books and
records at their premises outside Canada by establishing a
letter of undertaking with the CRA promising to pay for travel
and accommodation expenses incurred by a CRA officer in
the event of an onsite audit.

Non-registrant

If you decide not to register for GST/HST, GST must still be
paid to Customs upon import of goods. A non-registrant is
not legally allowed to collect GST. However, they should
include the GST/HST in the selling price as a cost; GST/
HST must not be shown as a separate line item on the
commercial or Canada Customs Invoice.

Section 180 of the Excise Tax Act allows the Canadian
customer to claim back the GST/HST on the non- resident’s
behalf. In order for the NRI to recover the GST paid at time of
importation, the Canadian customer can recover the GST on
the NRI's behalf by utilizing the “flow through” method. Under
this method, the Canadian customer uses the Customs
import entries and payments made by the NRI to the

CBSA to submit tax returns and recover the GST/HST. The
Canadian customer then forwards the recovered amount to
the NRI. This method is dependent on the relationship with
the Canadian customer and their willingness to provide this

assistance.

Canadian Government publications with more detailed
information on this and other matters can be obtained from
the Canada Border Services Agency website:
http://www.cbsa-asfc.gc.ca/publications/menu-eng.html.




Canadian Customs Clearance
Documentation required for customs release

In addition to a copy of the commercial invoice, a completed
Canada Customs Invoice is required if the shipment is
valued at CAD$1,600 or more. NRIs should complete the
commercial invoices and the Canada Customs Invoice in

a manner that clearly describes the imported goods and
allows the CBSA to determine the selling price and what

is included; such as, customs duties, GST/HST, customs
brokerage, and freight from and to the place of direct
shipment in Canada.

Additional documentation

Permits, certificates, licenses, bills of lading, and so on,
may be required depending on the type of goods and their
associated import requirements. See a sample commercial

invoice on the next page.

Customs release options

The following are the primary methods of customs release:
Release on Minimum Documentation (RMD):
RMD allows importers who have posted the required
security to obtain release of their goods by presenting
data for interim accounting. Full accounting data and
payment are not required at the time of release, but they
are required within certain time frames.
Pre-arrival Review System (PARS):
PARS allows importers and brokers to submit RMD

information to the CBSA for review and processing
before the goods arrive in Canada. This speeds up the
release or referral for examination process when the

goods arrive in Canada.

Advance Commercial Information (ACI) program
The ACI program provides the CBSA with electronic pre-
arrival cargo information in order to identify health, safety,
and security threats related to commercial goods prior to
arrival in Canada.

The following are the required timelines for the electronic
submissions of cargo and conveyance information to the
CBSA:
Highway carriers: At least one hour prior to arrival.
Rail carriers: At least two hours prior to arrival.
Air carriers: Four hours prior to arrival in Canada or at time
of departure if the flight is less than four hours in duration.
Ocean carriers: Within prescribed time frames prior to
arrival or prior to loading depending on the type and
origin of goods.

The ACI program allows for improved border efficiencies by:
Identifying high risk shipments before they arrive using
automated risk assessment tools.

Tightening supply chain security at a global level.
Strengthening customs/business co-operation.



How to complete the Canada Customs Invoice

i+

Canada Border
Services Agency

Agence des services
frontaliers du Canada

CANADA CUSTOMS INVOICE

PROTECTED
PROTEGI

FACTURE DES DOUANES CANADIENNES

Page

1. Vendor (name and address) - Vendeur (nom et adresse)

2. Date of direct shipment to Canada - Date d'expédition directe vers le Canada

3. Other references (include purchaser's order No.)

Autres références (inclure le n°® de commande de I'acheteur)

4. Consignee (name and address) - Destinataire (nom et adresse)

5. Purchaser's name and address (if other than consignee)
Nom et adresse de I'acheteur (s'il différe du destinataire)

6. Country of transhipment - Pays de transbordement

7. Country of origin of goods
Pays d'origine des marchandis¢

IF SHIPMENT INCLUDES GOODS OF DIFFERENT ORIGINS

ENTER ORIGINS AGAINST ITEMS IN 12.

SIL'EXPEDITION COMPREND DES MARCHANDISES D'ORIGINES
DIFFERENTES, PRECISEZ LEUR PROVENANCEEN 12.

8. Transportation: Give mode and place of direct shipment to Canada
Transport : Précisez mode et point d'expédition directe vers le Canada

9. Conditions of sale and terms of payment
(i.e. sale, consignment shipment, leased goods, etc.)
Conditions de vente et modalités de paiement

(p. ex. vente, expédition en consignation, location de marchandises, etc.)

10. Currency of settlement - Devises du paiement

11. 12. Specification of commodities (kind of packages, marks and numbers, general 13. Quantity Selling price - Prix de vente
Number of description and characteristics, i.e., grade, quality) (state unit) 1 Unitori 5 Towl
packages Désignation des articles (nature des colis, marques et numéros, description générale Quantité T op nit price - ota
Nombre et caractéristiques, p. ex. classe, qualité) (précisez l'unité) rix unitaire
de colis
18. If any of fields 1 to 17 are included on an attached commercial invoice, check this box 16. Total weight - Poids total 17. Invoice total
Si tout renseignement relativement aux zones 1 a 17 figure sur une ou des factures l:‘ Total de la facture
commerciales ci-attachées, cochez cette case Net Gross - Brut
Commercial Invoice No. - N° de la facture commerciale >

19. Exporter's name and address (if other than vendor)
Nom et adresse de I'exportateur (s'il différe du vendeur)

20. Originator (name and address) - Expéditeur d'origine (nom et adresse)

— - e . " - 22.
21. Agency ruling (if applicable) - Décision de I'Agence (s'il y a lieu) If fields 23 to 25 are not applicable, check this box |:|
Si les zones 23 a 25 sont sans objet, cochez cette case
23. If included in field 17 indicate amount: 24. If not included in field 17 indicate amount: 25. Check (if applicable):
Si compris dans le total & la zone 17, précisez : Si non compris dans le total a la zone 17, précic Cochez (s'il y a lieu) :
(i) Transportation charges, expenses and insurance (i) Transportation charges, expenses and insui (i) Royalty payments or subsequent proceeds are

from the place of direct shipment to Canada to the place of direct shipment to Canada paid or payable by the purchaser

Les frais de transport, dépenses et assurances Les frais de transport, dépenses et assurances Des redevances ou produits ont été ou seront

a partir du point d'expédition directe vers le Canada jusqu'au point d'expédition directe vers le Canada versés par |'acheteur

(ii) Costs for construction, erection and assembly (i) Amounts for commissions other than buying

incurred after importation into Canada commissions

Les codts de construction, d'érection et Les commissions autres que celles versées (i) The purchaser has supplied goods or services

d'assemblage aprés importation au Canada pour l'achat for use in the production of these goods
L'acheteur a fourni des marchandises ou des
services pour la production de ces
marchandises

(iii) Export packing (i) Export packing
Le colt de I'emballage d'exportation Le colt de I'emballage d'exportation D
Dans ce formulaire, toutes les expressions désignant des personnes visent a la fois les hommes et les femmes.
CH1 (08/09) If you require more space, please attach another sheet. - Si vous avez besoin de plus d'espace, veuillez joindre une autre feuille. BSF189



Instructions

1. Vendor (Name and Address): Indicate the full legal name,
address and country of the seller.

2. Date of Direct Shipment to Canada: Show the date
on which the goods began their continuous journey to
Canada.

3. Other References (include Purchaser’s Order No.):
Purchaser’s order number, or the vendor’s commercial
invoice number. This information is not mandatory but
may be helpful in referencing the shipment.

4. Consignee (Name and Address): Indicate the full name
and address of the consignee. This is the person or
company in Canada to whom the goods are being
shipped.

5. Purchaser’s Name and Address (if other than
Consignee): If you have sold the goods to a party that is
different from the consignee, provide the complete name
and address of the person or company in Canada to
whom the goods are being sold.

NOTE: This field refers to the “Importer of Record”. For
a non-resident importer the shipper is normally both the
purchaser and the vendor.

6. Country of Transhipment: If goods were transshipped,
list the country through which the goods were shipped in
transit to Canada.

7. Country of Origin of Goods: If all the items are the same,
indicate the Country of Origin. If they are NOT the same,
mark “Various” in field 7 and indicate the country of
origin for each item along with its corresponding product
description in field 12.

8. Transportation: Specify the complete shipment routing
details. Including carrier, mode of transport and place
from which the goods began their continuous journey to
Canada.

NOTE: If this is a PARS shipment, the carrier’s bar code
label may be placed here.

9. Conditions of Sale and Terms of Payment: Specify
the terms of sale. It is extremely important that you fully
describe the terms and conditions agreed upon by
the vendor and the purchaser. Be sure to indicate any
applicable discounts for early payment, etc.

10. Currency of Settlement: Show the currency of
settlement. Always remember to indicate the currency in
which the vendor’s demand for payment is made.

11. No. of Pkgs: Indicate the type of packaging and number
of packages.

12. Specifications of Commodities: Provide a detailed
description of each item. This information is most
important. In addition to a proper identifying description in

commercial terms, include such details as the function of
the item, the material of which it's made and the condition
(whether new, used, etc.). Packages are to be legibly
marked and numbered on the outside for identification of
the contents and invoice descriptions.

NOTE: If the invoice total in field 17 includes amounts for
duty, GST, customs brokerage or freight, a break-down of
these amounts should be indicated here (show the total
in field 23). This often applies to non-resident importers
where goods are sold to customers in Canada on a
“landed” basis inclusive of all import costs.

13. Quantity: Indicate the quantity of each item in field 12
in the appropriate unit of measure (Number, weights,
volume, etc.).

14. Unit Price: Show the unit price of each item using the
currency of settlement. If the goods were not sold, show
the amount per article for which they would otherwise be
sold.

15. Total: Indicate the total price of each item in the currency
of settlement for the number of items recorded in the
quantity field.

16. Total Weight: Indicate both the total net and gross
weight of the goods. (Net weight excludes packaging
materials.)

17. Invoice Total: Show the total invoice price (the total price
paid or payable) in the currency of settlement for the
goods described on the invoice.

18. Commercial Invoice No.: If there’s an attached
commercial invoice, check the box in field 18 and indicate
the commercial invoice number.

19. Exporter’s Name and Address: If the exporter is different
from the vendor shown in field 1, indicate the full legal
name, address and country of the exporter.

20. Originator (Name and Address): Indicate the name,
address, and phone number of the person/company
completing the invoice. This should be a responsible
individual in the vendor’s organization who has
knowledge of the transaction.

21. Department Ruling (If applicable): Show the number
and date of any Canada Border Services Agency ruling
relating to the shipment.

22. If fields 23 to 25 are applicable to your situation, leave
unchecked and complete the applicable fields. If not
applicable, check the box in field 22.

NOTE: The completion of fields 23-25 is self- explanatory
with the exception of export packing. The amount

of “export packing” must be indicated if additional
packaging was required solely for the international
transportation of goods (e.g., other than what would



normally be required for domestic transport). For non-
resident importers, these fields may be used to indicate
any duty, GST, brokerage and freight that has been
included in field 17.

23. If included in field 17 indicate amount:
(i) Transportation charges, expenses and insurance from
the place of direct shipment to Canada
(i) Costs for construction, erection and assembly incurred
after importation into Canada
(ili) Export packing

24. If not included in field 17 indicate amount:
(i) Transportation charges, expenses and insurance to the
place of direct shipment to Canada
(i) Amounts for commissions other than buying
commissions
(ili) Export packing

25. Check (if applicable):
(i) Royalty payments or subsequent proceeds are paid or
payable by the purchaser
(i) The purchaser has supplied goods or services for use
in the production of these goods

Maintenance of records

Records are documents related to origin, marking, purchase,
importations, costs, value of the goods, payment, disposal,
and use of the goods in Canada. This includes documents
such as NAFTA Certificates of Origin, import permits, bills

of lading, B3 accounting documents, discount agreements,
royalty agreements, etc.

In addition, all correspondence, requests, and applications
for, or receipt of, any rulings on HS classification, origin,
marking, and valuation of the commercial goods should also
be maintained.

Records relating to Canadian import transactions must be
maintained for a period of six years, plus the current year. An
NRI can maintain records in Canada using a service provider
such as Livingston, or at their premises outside Canada

by establishing a letter of undertaking with the CBSA. A
letter of undertaking commits the NRI to pay for travel and
accommodation expenses incurred by a CBSA officer in the
event of an audit at the NRI’s place of business.

Records should be kept in such a manner as to allow an
officer to perform detailed audits, and obtain or verify the
information based on which the amount of the duties paid,
payable, or deferred was determined. The records may be
copied by means of any photographic, micro-photographic
or image processing method. If electronic, they must relate
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back to supporting source documents in accordance with

National Standard of Canada Microfilm and Electronic
Imaging evidence.

Compliance

Under today’s strict Customs environment, security,
compliance, and accurate information remain the key
elements of a successful importing profile. Within this
framework, CBSA officials require all importers to adhere

to reporting guidelines, which necessitate complete
compliance throughout your customs processes. Due
diligence, reasonable care, and accountability are mandatory
requirements of a successful customs process.

What is trade compliance?

Trade compliance refers to importers and exporters meeting
all of the requirements governing the movement of
commercial goods into and out of Canada.

Being trade compliant means ensuring that the tariff
classification, origin and valuation of goods are all accurately
declared in accordance with legislative requirements and
that the appropriate duties and taxes are paid and that any
required permits, certificates or licenses are presented.



Between you, your broker,
and the various government

agencies involved, everyone
has an important role to play in
a successful NRI program.

There is a clear obligation under the Customs Act to provide
true, accurate and complete trade information, including

a proper description of the goods, and to correct wrong
information regardless of dutiable status.

Non-compliance violates the control measures that are in
place to protect the economy, the environment, and the
health of Canadians.

What are the benefits of trade compliance?

Trade compliance is important for businesses because,

like governments, they require accurate information to
develop sound business plans and to support key business
decisions. Therefore, all businesses have a vested interest
in ensuring the accuracy and integrity of the information they
are obligated to provide.

Moreover, businesses that invest resources to support

trade compliance will likely submit fewer corrections to

their original accounting documents, which results in lower
overhead costs. Businesses that establish good compliance
records with the CBSA are less likely to have their
shipments examined at the border, selected for post-release
verification, or receive penalties under the Administrative
Monetary Penalty System (AMPS).

A good trade compliance record is related to risk: the lower
the risk, the less the need for intervention by the CBSA.
Fewer interventions by the CBSA equates to lower business
costs and faster movement of goods.

How does the CBSA promote trade compliance?
The CBSA operates on the principal of voluntary compliance,
in that importers will obey the law if the law is reasonable
and if there are meaningful consequences for failure to
comply. Compliance is a shared responsibility. However, the
CBSA can, has, and will continue to audit importers’ records
as a means of ensuring compliance. Onsite audits are a

regular function of the CBSA, and when undertaken, involve
a complete review of the system, receipts, accounts payable,
sales records, etc.

A thorough evaluation of the importer’s customs system is
performed to ensure all appropriate controls and linkages
are in place.

Non-compliance can be costly. AMPS imposes monetary
penalties in proportion to the type, frequency and severity of
the infraction.

The CBSA ensures trade compliance by undertaking the

following:

® Examining shipments at the border

© Conducting post-release verifications to confirm trade
compliance and to correct errors this includes issuing
reassessments to collect additional duties

©® Issuing AMPS penalties when errors are found

Businesses have a vested interest in getting trade
compliance right because being compliant affects more
than their bottom line. Trade compliance is a key element in
maintaining a competitive business climate. While the CBSA
is charged with ensuring that businesses comply with trade
requirements, compliance can only be achieved if there is

a shared commitment between the CBSA and the business

community.

Everyone has an important role to play.

NRI Checklist

©® Business Number (BN) application

® Agency Agreement (required to appoint a customs
broker)

Documentation requirements for customs clearance
Valuation methodology

Tariff classification

Certificates of Origin

Recordkeeping requirements

GST/HST registration

This publication is meant to provide information only. The
contents of this publication are not to be construed as legal
or other professional advice.
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D Countries with Livingston offices

D Countries with Livingston agent offices

A leading North American customs broker focused on
compliance, Livingston International also offers consulting
and global trade management services as well as freight
forwarding and transportation services across North America
and around the globe. Livingston employs approximately
3,100 employees at over 110 key border points, sea ports,
airports and other strategic locations across North America
as well as in Europe and Asia.

By continually investing in our people and technologies, we
give businesses the edge they demand in today’s highly
competitive marketplace.

If you have questions about the Non-Resident Importer
program, our trade experts are happy to help. Livingston’s
consulting group can also assist with:
Determining the most appropriate valuation method and/
or working with the CBSA to establish a valuation ruling
on behalf of NRIs.
Providing tariff classification services.
Assisting with the GST/HST registration application
process, application and presentation to the CRA and
CBSA to maintain books and records outside Canada,
and calculation/preparation of GST/HST tax returns.

www.livingstonintl.com

Contact Livingston

Have questions about Canada’s NRI program

or Livingston’s NRI services?
Give us a call at 1-800-837-1063 or

visit us online at: www.livingstonintl.com

LIVI]GSTON

Simplify Trade



