I*I Canada Border Agence des services
Services Agency frontaliers du Canada

ISSN 2369-2391
Memorandum D8-2-26 Ottawa, September 8, 2015

Goods Returned After Repair or Alteration in the United States,
Mexico, Chile, Israel or Another CIFTA Beneficiary, Colombia,
Costa Rica, Peru, Jordan or Panama

In Brief

1. This document has been updated to revise the list of countries where repairs or alterations may be done to
Canadian goods and that the goods would be entitled to preferential tariff treatment when they are returned to
Canada.

2. This document also contains editing revisions which do not affect or change existing policies or procedures
and includes changes to the Canada Border Services Agency organizational structure.

This memorandum outlines the conditions under which goods may be returned to Canada duty free after being
exported to a free trade partner for repair or alteration under tariff item No. 9992.00.00 in the List of Tariff
Provisions set out in the schedule to the Customs Tariff.

Guidelines and General Information

1. Tariff item No. 9992.00.00 of the schedule to the Customs Tariff provides customs duty-free importation of
goods which are returned to Canada, regardless of country of origin, after having been exported for repair or
alteration in the United States, Mexico, Chile, Israel or a Canada-Israel Free Trade Agreement (CIFTA)
beneficiary, Colombia, Costa Rica, Peru, Jordan or Panama.

2. The provision allows customs duty-free entry on the full value (export value and the foreign value added) of
the returned goods, which were temporarily exported to a free trade partner (United States, Mexico, Chile, Israel or
a CIFTA beneficiary, Colombia, Costa Rica, Peru, Jordan or Panama) for repair or alteration. At the time of import
no customs duty is paid on the value of the repair or alteration. However, duties under the Excise Tax Act including
the goods and services tax/harmonized sales tax (GST/HST) and excise tax, if applicable, are payable on the
foreign value added. Where excisable goods are repaired abroad, and the value is enhanced, excise tax is payable
on the duty-paid value of the enhancement. For duty purposes, this provision applies to qualifying goods regardless
of whether the repair or alteration is under warranty or not and regardless of whether the repair or alteration could
have been performed in Canada.

3. Free trade partner means:
(a) a NAFTA country (United States or Mexico);
(b) Chile;
(c) Israel or another CIFTA beneficiary;
(d) Colombia;
(e) Costa Rica;
() Peru;
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(9) Jordan; or
(h) Panama.

Goods and Services Tax (GST)/Harmonized Sales Tax (HST)

4. This tariff item does not provide remission from the GST, nor the HST where applicable. However,

paragraph 3(j) of the Non-taxable Imported Goods (GST/HST) Requlations prescribes certain goods as non-taxable,
namely those imported after being exported for repair under warranty. For the goods to qualify for full GST/HST
relief, the warranty must cover the full value of all parts and labour, excluding partial or conditional warranties.

5. For non-warranty repairs and alterations, if the conditions of section 13 of the Value of Imported Goods
(GST/HST) Regulations are met, the GST/HST is payable only on the value of the repair or alteration performed
outside Canada, including the value of added goods. Generally, this treatment is conditional on the last importation
of the good not having been based on a reduced value, not having been made on a non-taxable basis, and not
having given rise to an imported goods rebate for the tax on the importation. The good must also not have been
supplied prior to its re-importation without tax having applied to that supply because it was either made outside
Canada or was zero-rated as an export, nor must the recipient of that supply have been entitled to a non-resident
rebate in respect of the supply. The application of tax on the reduced value does not only apply where the goods
are exported for repair work, but also where they are exported for such processing as adjusting, alteration,
assembly, maintenance, manufacture, production, modification, overhaul, packaging, repackaging and testing
provided the work meets the definition of a repair or alteration in paragraphs 11 through 14 below.

6. The HST for non-commercial importers applies to goods imported by residents of a participating province,
regardless of where the resident or the goods enter Canada. This tax is paid at the time of importation of non-
commercial goods by the resident in a participating province.

Other Provisions for Temporarily Exported Goods

7. Memorandum D8-2-1, Canadian Goods Abroad Program provides partial or full duties relief on Canadian
goods returned after being exported for eligible repair, equipment added, work done, or emergency repairs incurred
outside Canada. For repairs done in countries that are not parties to free trade agreements, importers may use the
repair provisions in paragraph 101(1)(a) of the Customs Tariff. If Canadian goods are exported from Canada to any
country for work done involving manufacturing or assembling processes, importers must make application for the
provisions in paragraph 101(1)(c) of the Customs Tariff that apply regardless of a free trade agreement. These
provisions are detailed in Memorandum D8-2-1, Canadian Goods Abroad. Memorandum D8-2-4, Canadian
Goods Abroad Program Emergency Repairs provides information regarding relief for emergency repairs to
conveyances outside Canada.

8. Tariff item No. 9971.00.00 applies to vessels temporarily exported for repair or alteration in a country
designated as a free trade partner. See Memorandum D8-2-25, Canadian Vessels Repaired or Altered in the United
States, Mexico, Chile, Israel or Another CIFTA Beneficiary, Colombia, Costa Rica, Peru, Jordan, Panama,
Iceland, Liechtenstein, Switzerland or Norway.

9. Memorandum D8-3-8, Canadian Civil Aircraft, Canadian Aircraft Engines and Flight Simulators Repaired
Abroad explains the conditions under which a remission of the GST/HST may be granted on all Canadian-
manufactured or previously accounted for civil (i.e. non-military) aircraft, aircraft engines, and flight simulators as
well as parts exported from Canada, when returned after being repaired abroad.

10. Duty-free tariff item Nos. 9813.00.00 and 9814.00.00 refer to Canadian goods, including containers, and goods
once accounted for, exported from Canada, if the goods are returned without being advanced in value or improved
in condition by any process of manufacture or other means, or combined with any other article abroad.

What is a Repair or Alteration?

11. The term “repair” means the adjustment of a good to restore it to its original operating condition and includes
minor changes necessary to complete the restoration including replacing parts.
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12. NAFTA Article 318, “Repair or Alteration,” does not include an operation or process that either destroys the
essential characteristics of a good or creates a new or commercially different good.

13. Under Note N-2 (10) of NAFTA, an operation or process that is part of the production or assembly of an
unfinished good into a finished good is not a repair or alteration of the unfinished good. A component of a good is
a good that may be subject to repair or alteration.

14. The term “alteration” is the process of changing, modifying, or making something different without
transforming it into something else. There are no restrictions on the number of steps or processes or on the cost of
the processes to effect an alteration.

15. Further to NAETA Article 318, to determine if a good is commercially different, compare the exported good to
the imported good after processing to assess the degree of change to the good’s:

(a) product name, the generic, trade name, or chemical name;
(b) product description and Harmonized System (HS) classifications;

(c) essential characteristics or attributes including the purpose and nature of the changes or additions or any
new physical, chemical, or functional characteristics;

(d) end-use or role; and
(e) functionality and marketability.

16. If the good is substantially transformed outside Canada from manufacturing or assembling processes that result
in a new or different commercial good, the good does not qualify for classification in tariff item No. 9992.00.00. In
such cases, refer to the provisions of paragraph 101(1)(c) of the Customs Tariff referred to above in relation to
Memorandum D8-2-1, Canadian Goods Abroad Program.

General

17. The import accounting document (Form B3-3, Canada Customs Coding Form) is required to account for the
goods and to pay any applicable duties. The value for duty shown on this form is the value of the repair or
alteration. The GST/HST is paid on this value unless a quoted GST/HST code relieves the tax. The goods are
classified in field 27 according to the classification number in the schedule to the Customs Tariff. Heading
No0.79992”, which relieves the customs duty, is shown in the tariff code field 28. Refer to related Form B3-3
examples in Memorandum D17-1-10, Coding of Customs Accounting Documents.

18. In addition, the importer must submit the documents according to the Tariff Item Nos. 9971.00.00 and
9992.00.00 Accounting Regulations, including an invoice and proof of export. The invoice or written statement
from the foreign processor must include the value of the repair or alteration. Although the goods are customs duty-
free, GST/HST is paid (except for warranty repairs) on the foreign value added based on the value for duty. The
value for duty is determined in the valuation provisions in the Customs Act and includes the price paid or payable
for the work, and applicable additions under paragraph 48(5)(a) of the Customs Act relating to transportation and
associated costs up to and from the place of direct shipment of the goods to Canada.

19. Proof of export can be a customs or transportation document, an exporter declaration, or other documents set
out in the Tariff Item Nos. 9971.00.00 and 9992.00.00 Accounting Regulations that describe the goods sufficiently
to establish that the re-imported goods are the same goods that were exported. A record of the make, the model,
and the serial numbers will help identify the goods.

20. If insufficient documentation to determine eligibility for importation under tariff item No. 9992.00.00 is
provided at the time of accounting, the goods may be assessed duties and taxes on their full value at the time of
import.

Corrections, Re-determinations and Further Re-determinations

21. In accordance with subsection 32.2(2) of the Customs Act, the importer is obligated to make a correction to
declarations of tariff classification, value for duty, and origin within 90 days after the importer has reason to
believe that the original declaration is incorrect. For example, if the importer realizes that the goods imported under
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tariff item No. 9992.00.00 actually had undergone further processing, the goods are no longer in compliance with a
tariff item condition and the importer is obligated to adjust the accounting declaration for the goods correctly.

22. To correct a declaration, Form B2, Canada Customs — Adjustment Request should be submitted to the
appropriate regional Canada Border Services Agency (CBSA) office and any customs duties and taxes owing paid.
A correction shall be treated for the purposes of the Customs Act as if it were a re-determination under

paragraph 59(1)(a) of the Customs Act.

23. The obligation to make a correction in respect of imported goods ends four years after the goods are accounted
for under subsection 32(1), (3), or (5) of the Customs Act.

24. For more information on the filing of corrections, refer to Memorandum D11-6-6, ““Reason to Believe™ and
Self-adjustments to Declarations of Origin, Tariff Classification, and Value for Duty.

Audit, Examination, or Verification

25. If as a result of an audit, examination, or verification by the CBSA, goods are found to have been declared
incorrectly, the goods will be subject to a re-determination or further re-determination under paragraph 59(1)(a)
or (b) of the Customs Act, whichever is applicable.

Interest and Penalties

26. In accordance with subsection 33.4(1) of the Customs Act, the importer is liable to pay interest against any
outstanding amount owed, until the amount is paid in full. The interest will be calculated at the specified rate
beginning on the first day after the date the importer became liable to pay the customs duties and taxes. For
example, where it is determined that the goods imported incorrectly under tariff item No. 9992.00.00 actually had
undergone further processing, the importer is obligated to pay interest on the amount owing from the day following
the original date of accounting until the amount owing is paid.

27. Memorandum D11-6-5, Interest and Penalty Provisions: Determinations/Re-determinations, Appraisals/
Re-appraisals, and Duty Relief provides additional information on interest and penalty provisions.

Additional Information

28. For more information, within Canada call the Border Information Service at 1-800-461-9999. From outside
Canada call 204-983-3500 or 506-636-5064. Long distance charges will apply. Agents are available Monday to
Friday (08:00 — 16:00 local time / except holidays). TTY is also available within Canada: 1-866-335-3237.

References
Issuing Office Trade and Anti-dumping Programs Directorate
Headquarters File 9992.00.00
Legislative References Customs Tariff

Customs Act

Excise Tax Act

Non-Taxable Imported Goods (GST/HST) Regulations
Tariff Item Nos. 9971.00.00 and 9992.00.00 Accounting

Regulations
Value of Imported Goods (GST/HST) Requlations

North American Free Trade Agreement

Other References D8-2-1, D8-2-25, D8-3-8, D11-6-5, D11-6-6, D17-1-10
Forms B2, B3-3
Superseded Memorandum D D8-2-26 dated October 30, 1998

Memorandum D8-2-26 September 8, 2015


http://www.cbsa-asfc.gc.ca/publications/forms-formulaires/b2-eng.html
http://laws-lois.justice.gc.ca/eng/acts/C-52.6/
http://laws-lois.justice.gc.ca/eng/acts/C-52.6/
http://www.cbsa-asfc.gc.ca/publications/dm-md/d11/d11-6-6-eng.html
http://www.cbsa-asfc.gc.ca/publications/dm-md/d11/d11-6-6-eng.html
http://laws-lois.justice.gc.ca/eng/acts/C-52.6/
http://laws-lois.justice.gc.ca/eng/acts/C-52.6/
http://cbsa.gc.ca/publications/dm-md/d11/d11-6-5-eng.html
http://cbsa.gc.ca/publications/dm-md/d11/d11-6-5-eng.html
http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/menu-eng.html
http://laws-lois.justice.gc.ca/eng/acts/C-52.6/
http://laws-lois.justice.gc.ca/eng/acts/e-15/
http://laws-lois.justice.gc.ca/eng/regulations/SOR-91-31/
http://laws-lois.justice.gc.ca/eng/regulations/SOR-98-47/page-1.html
http://laws-lois.justice.gc.ca/eng/regulations/SOR-98-47/page-1.html
http://laws-lois.justice.gc.ca/eng/regulations/SOR-91-30/
https://www.nafta-sec-alena.org/Home/Legal-Texts/North-American-Free-Trade-Agreement
http://www.cbsa-asfc.gc.ca/publications/dm-md/d8/d8-2-1-eng.html
http://www.cbsa-asfc.gc.ca/publications/dm-md/d8/d8-2-25-eng.html
http://www.cbsa-asfc.gc.ca/publications/dm-md/d8/d8-3-8-eng.html
http://www.cbsa-asfc.gc.ca/publications/dm-md/d11/d11-6-5-eng.html
http://www.cbsa-asfc.gc.ca/publications/dm-md/d11/d11-6-6-eng.html
http://www.cbsa-asfc.gc.ca/publications/dm-md/d17/d17-1-10-eng.html
http://www.cbsa-asfc.gc.ca/publications/forms-formulaires/b2-eng.html
http://www.cbsa-asfc.gc.ca/publications/forms-formulaires/b3-3-eng.html

