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What is a Free Trade Agreement? 



An Introduction 

Multilateral / Bilateral 

Unified framework = Certainty to investors 

Attraction of investment / Generation of jobs

Allow beneficial access among their markets

International treaties between countries or blocs



Evolution of Free Trade Agreements
Disciplines Covered by FTAs

Labor

Environment

Regulatory

Trade in Goods (Duty 
Reduction / Elimination)

Trade in Services

Investment

…and more



Trade in Goods

n Tariff elimination on originating goods
n What is an originating good?

Key Elements

Rules of Origin

Accumulation (bilateral or extended)

De Minimis

Transshipment

Operations that do not confer origin



The EU-UK Trade and Cooperation 
Agreement (TCA)
Nine months on, lessons learnt



The agreement consists of:

The EU-UK TCA

n a Free Trade Agreement ("FTA"), with ambitious cooperation on 
economic, social, environmental and fisheries issues

n a close partnership on citizens' security

n an overarching governance framework

Presentation focusses only on the FTA

https://ec.europa.eu/info/strategy/relations-non-eu-countries/relations-united-kingdom/eu-uk-trade-and-cooperation-agreement_en
https://ec.europa.eu/info/strategy/relations-non-eu-countries/relations-united-kingdom/eu-uk-trade-and-cooperation-agreement_en
https://ec.europa.eu/info/strategy/relations-non-eu-countries/relations-united-kingdom/eu-uk-trade-and-cooperation-agreement_en


Which Supply Chains are Covered?

Returned Goods Relief

Returned Goods Relief



2 Produced in EU exclusively from EU or UK 
originating materials (or vice versa) 

How to Gain Origin?

1 Wholly obtained in the EU/UK 

3 Substantially transformed as per the Product-
specific ROO

Also consider (1) bilateral cumulation and (2) tolerance rule 



No Conferral of TCA Origin: Insufficient Production
Preserving operations such as drying, 
freezing, keeping in brine and other similar 
operations where sole purpose is to ensure 
that products remain in good condition 
during transport and storage

Simple painting and polishing operations

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

Sharpening, simple grinding 
or simple cutting

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

Simple assembly of parts of articles to 
constitute a complete article or disassembly 
of products into parts

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



Insufficient Production Example

Product-specific ROO
met

Simple assembly, EU 
origin not gained, 
duty payable



How to Prove Origin?

Exporter makes out a 'Statement on Origin' on invoice/other commercial document1
n Requires business to have an "Exporter 

Reference Number" (ERN):

n EU = Registered Exporter (REX) number

n UK = GB EORI number

n Below EUR 6,000, cite full address

Importer's knowledge: importer bases claim on knowledge that product is originating2
Importer is 
responsible for 
correctness of 
preference claim

Waivers 
available for 
low value 
consignments 

Non-commercial imports into EU of small 
packages up to €500 and goods in personal 
luggage up to €1,000

Commercial and non-commercial imports into 
UK of small consignments up to £1,000



How to Demonstrate Origin?
E.g., Suppliers' Declarations

Required where:

n Manufacture on its own is not sufficient to meet the ROO
n Originating status conferred through bilateral cumulation

Invoice/other commercial document identifying the goods

Long-term suppliers' declarations for multiple consignments with same originating status

Reminder: 1-year transitional period expires from 1 January 2022

Supplier‘s declaration for products having preferential origin status



How to Claim Preference?
Customs Import Declaration

Remember to identify (correctly):

n Country of origin
n Preference code
n Code for proof of origin type (U116/U117/U118) 

For delayed UK declarations, make via the 
supplementary declaration

Importer has up to 3 years post import to claim 
preference and reclaim duties paid



Possible Alternatives to Mitigate Duty

Note: strict controls for each in terms of where they apply, and what can be done with the goods

Internal Union 
Transit Procedure 

(T2)

1
Customs 

warehousing 

2
Temporary 
admission 

3

End-use

4
Duty drawback 
(i.e., IPR + TCA 

preference)

7
Inward 

Processing (IPR) 

6
Outward 

Processing

5



Duty Drawback Example

0% 0%

German manufacturer can claim IPR for parts imported for use in manufacturing process

UK customer eligible to claim TCA preference on import provided the TCA ROO is met

Duty drawback provision may be reviewed in 2023



Takeaways

Weigh benefits of TCA preferential treatment against compliance burden

Consider alternative customs procedures

Pay careful attention to keep copies of all origin documentation and records of 
transactions for auditing purposes

Alert other departments internally (e.g., Logistics, Purchasing) of possible changes



A Global Snapshot
Challenges to Using FTAs and FTA Developments



Mexico

The USMCA The new agreement 
with the European 

Union

The UK – Mexico 
Agreement

FTA Developments



Mexico's FTA Network
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Middle East
FTA Developments and Challenges 

n GCC Customs Union: Single customs law applicable to all 
Gulf States (Saudi Arabia, UAE, Kuwait, Qatar, Oman and 
Bahrain). Not a perfect Customs union, as not all intra 
GCC movement of goods are free of customs duty. Also 
recent deviations in tariffs, and Saudi Arabia introduced its 
own rules of origin for imports from GCC states:
n Requires the workforce of a producer to comprise 25% or 

more GCC nationals to meet the threshold of 40% value 
added for goods produced within the GCC (the 40% 
threshold is adjusted upwards if the qualifying workforce is 
less than 25%)

n Disqualification of goods transiting through free zones or 
invoiced by free zone Entities.

n The Greater Arab Free Trade Agreement covers 17 Arab 
States – the application of the FTA has not been uniform 
and consistent.
n Treatment of free zones within the GAFTA region
n Disqualification of invoicing of goods that move between 

members states but invoiced by a non GAFTA member 
state.



The African Continental Free Trade Area 
1 January 2021

It aims to bring continent-wide 
free trade to 1.3 billion people in 

a $3.4 trillion economic bloc.

A key element of the AfCFTA is 
the removal of cross-border 
tariffs on 90% of goods by 2030. 

It is estimated to grow intra-
African trade by more than 50%, 
promoting industrialisation, 
economic growth and reducing 
unemployment. 

Fragmented trade policies across the 
continent need to be harmonised.

The challenges that AfCFTA needs to address relate to lowering tariff 
barriers and addressing non-tariff barriers to intra-regional trade.

Investment in utility 
infrastructure.

Attracting foreign direct 
investment.



FTA Challenges
n 54 individual, but very diverse and complex 

markets 
n Covid 19
n Red tape, existing Regional Economic 

Communities ("RECs")
n Reforming non-tariff and trade facilitation 

measures.
n Liberalisation
n A lack of consistent and reliable infrastructure / 

mobility and infrastructure development
n Uneven financial resources or liquidity shortages 

and the inability to repatriate profits; corruption, 
political instability

n Trade in Africa continues to rely on physical 
documentation 



UK Post-Brexit FTA Network

● Central America
(Costa Rica, El Salvador, 
Guatemala, Honduras, 
Nicaragua, Panama) 

● CARIFORUM Trade Bloc
(Antigua & Barbuda, Bahamas, Barbados, Belize, 
The Commonwealth of Dominica, Dominican 
Republic, Grenada, The Republic of Guyana, 
Jamaica, Saint Christopher and Nevis, Saint Lucia, 
Saint Vincent and the Grenadines, The Republic of 
Trinidad and Tobago)

● Iceland

● Pacific Islands
(Fiji, Papua New Guinea, Samoa, 
Solomon Islands) 

● Liechtenstein

● Eastern and 
Southern Africa
(Kenya, Madagascar, Mauritius, 
Seychelles, Zimbabwe) 

● Chile

● Switzerland

● South Korea

● Norway

● Australia

● United States ● Japan

● New Zealand

● Georgia
● Morocco

● Tunisia

● SACU+M
(Botswana, Eswatini, Lesotho, 
Mozambique, Namibia, South 
Africa) 

● Singapore

● Faroe Islands 

● Israel

● Lebanon

● Palestinian Authority

● Andean countries 
(Colombia, Ecuador, Peru)

● Canada

● Mexico

● Turkey

● Egypt

● CPTPP
(Australia, Brunei, Canada, Chile, Japan, 
Malaysia, Mexico, New Zealand, Peru, 
Singapore, Vietnam)

Replacement FTA signed
Negotiations on new FTA ongoing
Replacement FTA still in discussion

● Jordan

● Ukraine
● Moldova

The Balkans
● (Albania, North Macedonia, Kosovo, 

Serbia – provisional application)
● (Bosnia and Herzegovinia, Montenegro)

● European 
Union

● Algeria

● Côte d'Ivoire
● Ghana
● Cameroon

● Vietnam



EU FTA Network and Developments

European Union Being Negotiated

Customs Union EEA 
& OCT

On
Hold

In Place No Agreement

Adoption / Ratification 
On-Going



Takeaways
Think Strategically About Trade

What are your supply chains and could you benefit from an FTA? 

Looking back, could any retrospective claims still be made?

Could you consider new suppliers to take advantage of FTA preferential rates? 

Do you mitigate your liability through contractual protection?

Are FTAs a consideration when establishing new operations? 



Questions
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