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Annex 401!
Specific Rules of Origin

Section A - General Interpretative Note

For purposes of interpreting the rules of origin set out in this Annex:

(a)

(b)

(¢}

(d)

(e)

the specific rule, or specific set of rules, that applies to a particular heading,
subheading or tariff item is set out immediately adjacent to the heading,
subheading or tariff item;

a rule applicable to a tariff item shall take precedence over a rule applicable
to the heading or subheading which is parent to that tariff item;

a requirement of a change in tariff classification applies only to non-
originating materials;

reference to weight in the rules for goods provided for in Chapter 1 through
24 of the Harmonized System means dry weight unless otherwise specified
in the Harmonized System;

paragraph 1 of Article 405 (De Minimis) does not apply to:

1 certain non-originating materials used in the production of goods
provided for in the following tariff provisions: Chapter 4 of the
Harmonized System, heading 15.01 through 15.08, 15.12, 15.14,
15.15 or 17.01 through 17.03, subheading 1806.10, tariff item
1901.10.aa (infant preparations containing over 10 percent by weight
of milk solids), 1901.20.aa (mixes and doughs, containing over 25
percent by weight of butterfat, not put up for retail sale) or
1901.90.aa (dairy preparations containing over 10 percent by weight
of milk solids), subheading 2009.11 through 2009.30 or 2009.90,
heading 21.05, tariff item 2101.10.aa (instant coffee, not flavored),
2106.90.bb (concentrated fruit or vegetable juice of any single fruit
or vegetable, fortified with minerals or vitamins), 2106.90.cc
(concentrated mixtures of fruit or vegetable juice, fortified with
minerals or vitamins), 2106.90.dd (preparations containing over 10

The new tariff items created for purposes of Chapter Four are shown in the table following Section B.
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percent by weight of milk solids), 2202.90.aa (fruit or vegetable juice
of any single fruit or vegetable, fortified with minerals or vitamins}),
2202.90.bb (mixtures of fruit or vegetable juices, fortified with
minerals or vitamins) or 2202.90.cc (beverages containing milk),
heading 22.07 through 22.08, tariff item 2309.90.aa (animal feeds
containing over 10 percent by weight of milk solids and less than 6
percent by weight of grain or grain products) or 7321.11.aa (gas
stove or range), subheading 8415.10, 8415.81 through 8415.83,
8418.10 through 8418.21, 8418.29 through 8418.40, 8421.12,
8422.11, 8450.11 through 8450.20 or 8451.21 through 8451.29,
Mexican tariff item 8479.82.aa (trash compactors), Canadian or U.S.
tariff item 8479.89.aa (trash compactors), or tariff item 8516.60.aa
(electric stove or range),

(i)  a printed circuit assembly that is a non-originating material used in
the production of a good where the applicable change in tariff
classification for the good places restrictions on the use of such non-
originating material, and

(iii)  a non-originating material used in the production of a good provided
for in Chapter 1 through 27 of the Harmonized System unless the
non-originating material is provided for in a different subheading
than the good for which origin is being determined;

(f) paragraph 6 of Article 405 (De Minimis) applies to a good provided for in
Chapter 50 through 63; and

(g)  the following definitions apply:
chapter means a chapter of the Harmonized System;

heading means the first four digits in the tariff classification number under
the Harmonized System;

section means a section of the Harmonized System;

subheading means the first six digits in the tariff classification number under
the Harmonized System; and

tariff item means the first eight digits in the tariff classification number
under the Harmonized System as implemented by each Party.
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Section B - Specific Rules of Origin

Section I - Live Animals; Animal Products (Chapter 1-5)

Chapter 1 Live Animals

01.01-01.06 A change to heading 01.01 through 01.06 from any other chapter.

Chapter 2 Meat and Edible Meat Offal

02.01-02.10 A change to heading 02.01 through 02.10 from any other chapter.

Chapter 3 Fish and Crustaceans, Molluscs and Other Aquatic Invertebrates

03.01-03.07 A change to heading 03.01 through 03.07 from any other chapter,

Chapter 4 Dairy Produce; Birds' Eggs; Natural Honey; Edible Products of
Animal

Origin, Not Elsewhere Specified or Inciuded

04.01-04.10 A change to heading 04,01 through 04.10 from any other chapter, except
from Canadian tariff item 1901.90.31, U.S. tariff item 1901.90.30A,
1901,90.30B, 1901.90.30C, 1901.90.30D, 1901.90.30E, 1901.90.40A,
1901.90.40B, 1901.90.40C, 1901.90.40D, 1901.90.80A, 1501.90.80B,
1901.90.80C, 1501.90.80D, 1901,90,80E, 1901.90.80F or Mexican tariff
item 1901.90.03.

Chapter 5 Products of Animal Origin, Not Elsewhere Specified or Included
05.01-05.11 A change to heading 05,01 through 05.11 from any other chapter.
Section IT - Vegetable Products (Chapter 6-14)

Note: Agricultural and horticultural goods grown in the territory of a Party shail be treated as originating in
the territory of that Party even if grown from seed or bulbs imported from a non-Party.

Chapter 6 Live Trees and Other Plants; Bulbs, Roots and the Like; Cut Flowers

and Ornamental Foliage
06.01-06.04 A change to heading 06.01 through 06.04 from any other chapter,
Chapter 7 Edible Vegetables and Certain Roots and Tubers
07.01-07.14 A change to h(;ading 07.01 through 07.14 from any other chapter.
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Chapter 8

08.01-08.14

Chapter 9

09.01-09.10

Chapter 10

10.01-10.08

Chapter 11

11.01-11.09

Chapter 12

12.01-12.14?

Chapter 13

13.01-13.02

Chapter 14

14.01-14.04

Section IIT

Chapter 15

15.01-15.18

Edible Fruit and Nuts; Peel of Citrus Fruit or Melons

A change to heading 08.01 through 08,14 from any other chapter,

Coffee, Tea, Maté and Spices

A change to heading 09.01 through 09,10 from any other chapter.

Cereals

A change to heading 10.01 through 10.08 from any other chapter.

Products of the Milling Industry; Malt; Starches; Inulin; Wheat Gluten
A change to heading 11.01 through 11.09 from any other chapter.

Qil Seeds and Oleaginous Fruits; Miscellaneous Grains, Seeds and
Fruit; Industrial or Medicinal Plants; Straw and Fodder

A change to heading 12.01 through 12.14 from any other chapter.

Lac; Gums, Resins and Other Vegetable Saps and Extracts

A change to heading 13.01 through 13.02 from any other chapter.
Vegetable Plaiting Materials; Vegetable Products Not Elsewhere
Specified or Included

A change to heading 14.01 through 14.04 from any other chapter.

- Animal or Vegetable Fats and Oils and Their Cleavage Products;
Prepared Edible Fats; Animal or Vegetable Waxes (Chapter 15)

Animal or Vegetable Fats and Oils and Their Cleavage Products,
Prepared Edible Fats; Animal or Vegetable Waxes

A change to heading 15.01 through 15.18 from any other chapter.

2

See also Annex 703.2, Section A(10) and (11) and Section B(9) and (10} for heading 12.02,
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1519.11-1519.13

1519.19

1519.20

1520.10

1520.60

15.21-15.22

Section IV -

Chapter 16

16.01-16.05

Chapter 17
17.01-17.03

17.04

Chapter 18
18.01-18.05
1806.10

1806.10.aa°

1806.10

A change to subheading 1519.11 through 1519.13 from any other heading,
except from heading 15.20.

A change to subheading 1519.19 from any other subheading.

A change to subheading 1519.20 from any other heading, except from heading
15.20.

A change to subheading 1520.10 from any other heading, except from heading

15.19,

A change to subheading 1520.90 from any other subheading,

A change to heading 15.21 through 15.22 from any other chapter.

Prepared Foodstuffs; Beverages, Spirits and Vinegar; Tobacco

and Manufactured Tobacco Substitutes (Chapter 16-24)

Preparations of Meat, of Fish or of Crustaceans, Molluscs or Other
Aquatic Invertebrates

A change to heading 16.01 through 16.05 from any other chapter,

Sugars and Sugar Confectionery
A change to heading 17,01 through 17.03 from any other chapter.

A change to heading 17.04 from any other heading.

Cocoa and Cocoa Preparations

A change to heading 18.01 through 18.05 from any other chapter.

A change to Canadian tariff item 1806.10.10, U.S. tariff item 1806,10.41
or 1806.10.42 or Mexican tariff item 1806,10.01 from any other heading.

A change to subheading 1806.10 from any other heading, provided that the non-
originating sugar of Chapter 17 constitutes no more than 35 percent by weight of the
sugar and the non-originating cocoa powder of heading 18.05 constitutes no more
than 35 percent by weight of the cocoa powder.

3

See also Annex 703.2, Section A(10) and (11) and Section B(9) and (10).
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1806.20
1806.31
1806.32

1806.,90

Chapter 19
1901.10

1901.10.aa

1901.10
1501.20

1901.20.aa

1901.20
1601.90

1901.90.aa

1801.90

19.02-19.05

A change to subheading 1806.20 from any other heading.
A change to subheading 1806.31 from any other subheading.
A change to subheading 1806.32 from any other heading.

A change to subheading 1806.90 from any other subheading.

Preparations of Cereals, Flour, Starch or Milk; Pastrycooks' Products

A change to Canadian tariff item 1901,10.31, U.S. tariff item
1901.10.004, 1901,10.00B, 1901.10.00C or 1901.10.00D or Mexican
tariff item 1901.10.01 from any other chapter, except from

Chapter 4.

A change to subheading 1901.10 from any other chapter.

A change to Canadian tariff item 1901.20.11 or 1901.20.21, U.S. tariff
item 1901,20.00A, 1901.20.00B, 1901.20.00C, 1901.20.00D,
1901.20.00E or 1901.20.00F or Mexican tariff item 1901,20.02 from any
other chapter, except from Chapter 4,

A change to subheading 1901.20 from any other chapter.

A change to Canadian tariff item 1901.90.31, U.S. tariff item
1901.90.30A, 1901.90.30B, 1901.90.30C, 1901.90.30D, 1901.90.30E,
1901.50.40A, 1901.90.40B, 1901.90.40C, 1901.90.40D, 1901.90.80A,
1901.90.80B, 1901.90.80C, 1901.90.80D, 1901.90.80E, 1901.90.80F or
1901.90.80G or Mexican tariff item 1901.90.03 from any other chapter,
except from Chapter 4.

A change to subheading 1901.90 from any other chapter,

A change to heading 19,02 through 19.05 from any other chapter,
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Chapter 20

Note:

20.01-20.07
2008.11

2008.11.aa

2008.11°
2008.19-2008.99

2009.11-2009.30

2009.40-2009.80

Preparations of Vegetables, Fruit, Nuts or Other Parts of Plants

Fruit, nut and vegetable preparations of Chapter 20 thar have been

prepared or preserved merely by freezing, by packing (including canning)

in water, brine or natural juices, or by roasting, either dry or in oil
(including processing incidental to freezing, packing, or roasting), shall be
treated as an originating good only if the fresh good were wholly produced
or obtained entirely in the territory of one or more of the Parties.

A change to heading 20.01 through 20.07 from any other chapter.

A change to Canadian tariff item 2008.11.20, U.S. tariff item
2008.11.00B, 2008.11.00C or 2008.11.00D or Mexican tariff item
2008.11.01 from any other heading, except from heading 12.02.

A change to subheading 2008,11 from any other chapter.

A change to subheading 2008.19 through 2008.99 from any other chapter.

A change to subheading 2009.11 through 2009.30 from any other chapter,
except from heading 08.05.

A change to subheading 2009.40 through 2009.80 from any other chapter.

2009.90 A change to subheading 2009,90 {rom any other chapter; or

Chapter 21

21.01
2101.10.2a
21.01

A change to subheading 2009.90 from any other subheading within Chapter
20, whether or not there is also a change from any other chapter, provided
that a single juice ingredient, or juice ingredients from a single non-Party,
constitute in single strength form no more than 60 percent by volume of the
good.

Miscellaneous Edible Preparations

A change to Canadian tariff item 2101.10.11, U.S. tariff item 2101,10,20A
or Mexican tariff item 2101.10.01 from any other chapter, provided that
the non-originating coffee of Chapter 9 constitutes no more than 60 percent
by weight of the good.

A change to heading 21.01 from any other chapter.

4

See also Annex 703.2, Section A(10) and (11) and Section B(9) and (10).
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21.02

2103.10

2103.20

2103.20.a2a

2103.20

2103.30-2103.90

21.04

21.05

21.06

2106.90.bb

2106.90.cc

2106.90.dd

A change to heading 21.02 from any other chapter.

A change to subheading 2103.10 from any other chapter.

A change to Canadian tariff item 2103.20.10, U.S. tariif item 2103.20.20
or Mexican tariff item 2103.20.01 from any other chapter, except from
subheading 2002.90,

A change to subheading 2103.20 from any other chapter.

A change to subheading 2103.30 through 2103.90 from any other chapter.
A change to heading 21.04 from any other chapter.

A change to heading 21.05 from any other heading, except from Chapter 4
or Canadian tariff item 1901.90.31, U.S. tariff item 1901.90.30A,
1901.90.30B, 1901.90.30C, 1901.90.30D, 1901.90.30E, 1901.90.40A,
1901.90.40B, 1901.90.40C, 1901.90.40D, 1901.90.80A, 1901.90.80B,
1901.90.80C, 1501.90.80D, 1901,90.80E, 1901.90.80F or Mexican tariff
item 1901.90.03.

A change to Canadian tariff item 2106.90.91, U.S. tariff item 2106.90.16,
2106.90.19A, 2106.90.19B, 2106.%0.19C, 2106.90.19D, 2106.90.19E,
2106.90.19F, 2106.90.19G, 2106.90.19H, 2106.90.191 or 2106.90.19] or
Mezxican tariff item 2106.90.06 from any other chapter, except from
heading 08.05 or 20.09 or Canadian tariff item 2202.90.31, U.S. tariff
item 2202.90.30, 2202.90.35, 2202.90.39A, 2202.50.39B, 2202.90.39C,
2202.90.39D, 2202.90.39E, 2202.90.39F, 2202,90.39G, 2202.90.39H,
2202.90.391 or 2202.90.39J or Mexican tariff item 2202.90.02,

A change to Canadian tariff item 2106.90.92, U.S. tariff item 2106.90.19K
or 2106.90.19L or Mexican tariff item 2106.90.07 from any other chapter,

except from heading 20.09 or Canadian tariff item 2202,90.32, U.S. tariff

itern 2202.90.39K or 2202.90,39L or Mexican tariff item 2202.90.03; or

A change to Canadian tariff item 2106.90.92, U.S. tariff item 2106.90.19K
or 2106.90.19L or Mexican tariff item 2106,90.07 from any other
subheading within Chapter 21, heading 20.09 or Canadian tariff item
2202.50.32, U.S, tariff item 2202.90.39K or 2202.90.39L or Mexican
tariff item 2202.90.03, whether or not there is also a change from any
other chapter, provided that a single juice ingredient, or juice ingredients
from a single non-Party, constitute in single strength form no more than 60
percent by volume of the good.

A change to Canadian tariff item 2106.90.32, U.S, tariff item 2106.90.05,
2106.90.15A, 2106.90.15B, 2106.90.15C, 2106.90.15D, 2106.90.40A,
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21.06°

Chapter 22
22.01
2202.10
2202.90

2202.90.aa

2202.90.bb

2202.90.cc

2106.90.40B, 2106.90.40C, 2106.90.40D, 2106.90.50A, 2106.90.508B,
2106.90.50C, 2106.90.50D, 2106.90.50E, 2106.90.50F or 2106.90.65A or
Mexican tariff item 2106.90.08 from any other chapter, except from
Chapter 4 or Canadian tariff item 1901.90.31, U.S, tariff item
1901.90.30A, 1901.90.30B, 1901.90.30C, 1901.90.30D, 1901.90.30E,
1901.90.40A, 1901.90.40B, 1901.90.40C, 1901.90.40D, 1901.90.80A,
1901.90.80B, 1901.90.80C, 1901,90.80D, 1901.90.80E, 1901.90.80F or
1901.90.81 or Mexican tariff item 1901,90.03,

A change to heading 21.06 from any other chapter,

Beverages, Spirits and Vinegar

A change to heading 22.0] from any other chapter.

A change to subheading 2202.10 from any other chapter.

A change to Canadian tariff item 2202.90.31, U.S. tariff item 2202.90.30,
2202.90.35, 2202.90.39A, 2202,90,39B, 2202.90.39C, 2202.90.39D,
2202.90.39E, 2202,90.39F, 2202.90.39G, 2202.90.39H, 2202.90.391 or
2202.90.35J or Mexican tariff item 2202.90.02 from any other chapter,
except from heading 08.05 or 20,09 or Canadian tariff item 2106.90.91,
U.S. tariff item 2106.90.16, 2106.90.19A, 2106.90.19B, 2106.90.19C,
2106.90.19D, 2106.90.19E, 2106.90.19F, 2106.90.19G, 2106.90,19H,
2106.90.191 or 2106.90,19] or Mexican tariff item 2106.90.06.

A change to Canadian tariff item 2202,90.32, U.S. tariff item 2202.90.39K
or 2202.90.39L or Mexican tariff itern 2202.90.03 from any other chapter,

except from heading 20.09 or Canadian tariff item 2106.90.92, U.S. tariff

item 2106.90.19K or 2106.90.19L or Mexican tariff item 2106.90.07; or

A change to Canadian tariff item 2202,90.32, U.S. tariff item 2202.90.39K
or 2202.90.39L or Mexican tariff item 2202.90.03 from any other
subheading within Chapter 22, heading 20.09 or Canadian tariff item
2106.90.92, U.S. tariff item 2106.90. 19K or 2106.90.19L or Mexican
tariff item 2106.90.07, whether or not there is also a change from any
other chapter, provided that a single juice ingredient, or juice ingredients
from a single non-Party, constitute in single strength form no more than 60
percent by volume of the good.

A change to Canadian tariff item 2202.90.40, U.S. tariff item 2202.90.10
or 2202.90.20 or Mexican tariff item 2202.90.04 from any other chapter,

See also Annex 703.2, Section A(10) and (11) and Section B(9) and (10) for Canadian tariff item
2106.90.21, U.S. tariff item 2106.90.12 or Mexican tariff item 2106.90,05.
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except from Chapter 4 or Canadian tariff item [901.90.31, U.S. tariff item
1901.90.30A, 1901,90.30B, 1901.90.30C, 1501.90.30D, 1901.90.30E,
1901.90.40A, 1901.90.40B, 1901,90.40C, 1901.90.40D, 1901.90,80A,
1901.90.80B, 1901.90.80C, 1901.90.80D, 1901.90.80E, 1901.90.80F or
1901.90.80G or Mexican tariff itern 1901.50.03.

2202.90 A change to subheading 2202.90 from any other chapter.
22.03-22.09 PC=

B
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ANNEX I

RESERVATIONS FOR EXISTING MEASURES
AND LIBERALIZATION COMMITMENTS



Annex |
Annex |

1. The Schedule of a Party sets out, pursuant to Articles 1108(1) (Investment), 1206(1)
(Cross-Border Trade in Services) and 1409(4) (Financial Services), the reservations taken
by that Party with respect to existing measures that do not conform with obligations

imposed by:
(a)  Article 1102, 1202 or 1405 (National Treatment),
(b)y  Article 1103, 1203 or 1406 (Most-Favored-Nation Treatment),
(c)  Atticle 1205 (Local Presence),
(d)  Article 1106 (Performance Requirements), or
(¢)  Article 1107 (Senior Management and Boards of Directors),
and, in certain cases, sets out commitments for immediate or future liberalization.
2. Each reservation sets out the following elements:
(a)  Sector refers to the general sector in which the reservation is taken;
(b)  Sub-Sector refers to the specific sector in which the reservation is taken;

()  Industry Qlassification refers, where applicable, to the activity covered by
the reservation according to domestic industry classification codes;

(d)  Type of Reservation specifies the obligation referred to in paragraph 1 for
which a reservation is taken,

(¢)  Level of Govemment indicates the level of government maintaining the
measure for which a reservation is taken;

@ Measures identifies the laws, regulations or other measures, as qualified,

where indicated, by the Description element, for which the reservation is
taken. A measure cited in the Measures element
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Annex I

(i) means the measure as amended, continued or renewed as of
the date of entry into force of this Agreement, and

(i)  includes any subordinate measure adopted or maintained
under the authority of and consistent with the measure;

(g) Description sets out commitments, if any, for liberalization on the date of
entry into force of this Agreement, and the remaining non-conforming
aspects of the existing measures for which the reservation is taken; and

(h)  Phase-Out sets out commitments, if any, for liberalization after the date of
entry into force of this Agreement.

3. In the interpretation of a reservation, all elements of the reservation shall be

considered. A reservation shall be interpreted in the light of the relevant provisions of the
Chapters against which the reservation is taken. To the extent that:

(a)

(b)

(©)

the Phase-Out element provides for the phasing out of non-conforming
aspects of measures, the Phase-Out element shall prevail over all other
elements;

the Measures element is qualified by a liberalization commitment from the
Description element, the Measures element as so qualified shall prevail over
all other elements; and

the Measures element is not so qualified, the Measures element shall prevail
over all other elements, unless any discrepancy between the Measures
element and the other elements considered in their totality is so substantial
and material that it would be unreasonable to conclude that the Measures
element should prevail, in which case the other elements shall prevail to the
extent of that discrepancy. :

4, Where a Party maintains a measure that requires that a service provider be a
citizen, permanent resident or resident of its territory as a condition to the provision of a
service in its territory, a reservation for that measure taken with respect to Article 1202,
1203 or 12035 or Article 1404, 1405 or 1406 shall operate as a reservation with respect to
Article 1102, 1103 or 1106 to the extent of that measure,
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5. For purposes of this Annex:

CMAP means Clasificacién Mexicana de Actividades y Productos (CMAP) numbers as set
out in Instituto Nacional de Estadistica, Geografia ¢ Informdtica, Clasificacion Mexicana
de Actividades y Productos, 1988;

concession means an authorization provided by the State to a person to exploit a natural
resource or provide a service, for which Mexican nationals and Mexican enterprises are
granted priority over foreigners;

CPC means Central Product Classification (CPC) numbers as set out in Statistical Office
of the United Nations, Statistical Papers, Series M, No. 77, Provisional Central Product
Classification, 1991,

foreigners' exclusion clause means the express provision in an enterprise's by-laws stating
that the enterprise shall not allow foreigners, directly or indirectly, to become partners or

shareholders of the enterprise;

internmational cargo means goods that have an origin or destination outside the territory of a
Party;

Mexican enterprise means an enterprise constituted under the law of Mexico; and
SIC means:

(a) with respect to Canada, Standard Industrial Classification (SIC) numbers as
set out in Statistics Canada, Standard Industrial Classification, fourth
edition, 1980; and

(b) with respect to the United States, Standard Industrial Classification (SIC)

numbers as set out in the United States Office of Management and Budget,
Standard Industrial Classification Manual, 1987,
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Annex I

Schedule of Canada
Sector: Agriculture
Sub-Sector:
Industry Qassification:
Type of Reservation: National Treatment (Article 1102)
Level of Government: Federal
Measures: Farm Credit Act, RS.C, 1985, ¢. F-2

Fam Credit Regulations, CR.C. 1978, ¢. 644
Description: [nvestment
Loans by the Farm Credit Corporation may be made only to:

(a)  individuals who are Canadian citizens or permanent
residents;

(b)  farming corporations controlled by Canadian citizens or
permanent residents; or

(¢)  cooperative farm associations, all members of which are
Canadian citizens or permanent residents.

Phase-Out: None
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Sector:
Sub-Sector:
Industry Classification:

Type of Reservation:

Level of Government:

Measures:

Description:

Annex [ - Canada

All Sectors

National Treatment (Article 1102)
Performance Requirements (Article 1106)
Senior Management and Boards of Directors (Article 1107)

Federal

Investment Canada Act, R.S.C, 1983, c. 28
(1st Supp.)

Investment Canada Regulations, SOR/85-611

As qualified by paragraphs 8 through 12 of the Description
element

Investment

1. Under the Investment Canada Act, the following
acquisitions of Canadian businesses by "non-Canadians” are
subject to review by Investment Canada:

(a) all direct acquisitions of Canadian businesses with assets
of C$5 million or more;

(b) all indirect acquisitions of Canadian businesses with
assets of C$50 million or more; and

(©) indirect acquisitions of Canadian businesses with assets
between C$5 million and C$50 million that represent
more than 50 percent of the value of the assets of all the
entities the control of which is being acquired, directly or
indirectly, in the transaction in question.
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2, A "non-Canadian" is an individual, government or
agency thereof or an entity that is not "Canadian”, "Canadian"
means a Canadian citizen or permanent resident, government in
Canada or agency thereof or Canadian-controlled entity as
provided for in the Investment Canada Act.

3. In addition, specific acquisitions or new businesses in
designated types of business activities relating to Canada's
cultural heritage or national identity, which are normally
notifiable, may be reviewed if the Governor in Council
authorizes a review in the public interest.

4, An investment subject to review under the Investment
Canada A ct may not be implemented unless the Minister
responsible for the Investment Canada A ct advises the applicant
that the investment is likely to be of net benefit to Canada.
Such a determination is made in accordance with six factors
described in the Act, suimmmarized as follows:

(a) the effect of the investment on the level and nature of
economic activity in Canada, including the effect on
employment, on the utilization of parts, components and
services produced in Canada, and on exports from
Canada;

(b)  the degree and significance of participation by Canadians
in the investment;

©) the effect of the investment on productivity, industrial
efficiency, technological development and product

innovation in Canada;

(d) the effect of the investment on competition within any
industry or industries in Canada;

(e) the compatibility of the investment with national
industrial, economic and cultural policies, taking into

I-C-3



Annex I - Canada

consideration industrial, economic and cultural policy
objectives enunciated by the government or legislature of
any province likely to be significantly affected by the
investment; and

(f) the contribution of the investment to Canada's ability to
compete in world markets.

5. In making a net benefit determination, the Minister,
through Investment Canada, may review plans under which the
applicant demonstrates the net benefit to Canada of the proposed
acquisition. An applicant may also submit undertakings to the
Minister in connection with any proposed acquisition which is
the subject of review. In the event of noncompliance with an
undertaking by an applicant, the Minister may seek a court order
directing compliance or any other remedy authorized under the
Act.

6. Non-Canadians who establish or acquire Canadian
businesses, other than those described above, must notify
Investment Canada.

7. Investment Canada will review an "acquisition of
control”, as defined in the Investment Canada A ct, of a
Canadian business by an investor of Mexico or of the United
States if the value of the gross assets of the Canadian business is
not less than the applicable threshold.

8. The review threshold applicable to investors of Mexico
or of the United States, calculated as set out in the Phase-QOut
element, is higher than those described in paragraph 1.
However, this higher review threshold does not apply in the
following sectors: uranium production and ownership of uranium
producing properties; oil and gas; financial services;
transportation services; and cultural businesses.
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Phase-Onxt;
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9. Notwithstanding the definition of "investor of a Party" in
Article 1139, only investors who are nationals, or entities
controlled by nationals as provided for in the Investment Canada
Act, of Mexico or of the United States may benefit from the
higher review threshold.

10,  An indirect "acquisition of control" of a Canadian
business by an investor of Mexico or of the United States is not
reviewable,

11.  Notwithstanding Article 1106(1), Canada may impose
requirements, or enforce any commitment or undertaking, in
connection with the establishment, acquisition, expansion,
conduct or operation of an investment of an investor of another
Party or of a non-Party for the transfer of technology,
production process or other proprietary knowledge to a national
or enterprise, affiliated to the transferor, in Canada, in
connection with the review of an acquisition of an investment
under the Investment Canada Act.

12.  Except for requirements, commitments or undertakings
relating to technology transfer as set out in paragraph 11, Article
1106(1) shall apply to requirements, commitments or
undertakings imposed or enforced under the Investment Canada
Act. Article 1106(1) shall not be construed to apply to any
requirement, commitment or undertaking imposed or enforced in
connection with a review under the Investment Canada Act, to
locate production, carry out research and development, employ
or train workers, or to construct or expand particular facilities,
in Canada,

For investors of Mexico or of the United States, the applicable
threshold for the review of a direct acquisition of control of a
Canadian business will be:

(a) for the 12-month period beginning on the date of entry
into force of this Agreement, the monetary amount as
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determined in accordance with Annex 1607.3 of the
Canada - United States Free Trade Agreement; and

(b)  beginning one year after the date of entry into force of
this Agreement, the monetary amount for the preceding
year multiplied by an annual adjustment representing the
increase in nominal Gross Domestic Product, as set out
below,

The calculation of the annual adjustment will be determined in
January of each year after 1994 using the most recently available
data published by Statistics Canada and using the following
formula:

Annual Adjustment =
Current nominal GDP at market prices

Previous year nominal GDP at market prices

"Current nominal GDP at market prices" means the arithmetic
mean of the nominal Gross Domestic Product at market prices
for the most recent four consecutive quarters (seasonally
adjusted at annual rates).

"Previous year nominal GDP at market prices" means the
arithmetic mean of the nominal Gross Domestic Product at
market prices for the four consecutive quarters (seasonally
adjusted at annual rates) for the comparable period in the year
preceding the year used in calculating the "current nominal GDP
at market prices".

The amounts determined in this manner will be rounded to the
nearest million dollars.
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Sector:
Sub-Sector:
Industry Classification:

Type of Reservation:

Level of Government:

Measures:

Description:

Annex I - Canada

All Sectors

National Treatment (Article 1102)
Senior Management and Boards of Directors (Article 1107)

Federal
Provincial

As set out in the Description element
Investment

Canada or any province, when selling or disposing of its equity
interests in, or the assets of, an existing state enterprise or an
existing governmental entity, may prohibit or impose limitations
on the ownership of such interests or assets, and on the ability
of owners of such interests or assets to control any resulting
enterprise, by investors of another Party or of a non-Party or
their investments. With respect to such a sale or other
disposition, Canada or any province may adopt or maintain any
measure relating to the nationality of senior management or
members of the board of directors.

For purposes of this reservation:

(a) any measure maintained or adopted after the date of entry
into force of this Agreement that, at the time of sale or
other disposition, prohibits or imposes limitations on the
ownership of equity interests or assets or imposes
nationality requirements described in this reservation
shall be deemed to be an existing measure; and
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Phase-Ont:

(b)

None

Annex I - Canada

"state enterprise” means an enterprise owned or
controlled through ownership interests by Canada or a
province and includes an enterprise established after the
date of entry into force of this Agreement solely for the
purposes of selling or disposing of equity interests in, or
the assets of, an existing state enterprise or governmental
entity.
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Sector:

Sub-Sector:

Industry Classification:
Type of Reservation:
Level of Government:

Measures:

Description:

Phase-Out:
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All Sectors

National Treatment (Article 1102)

Federal

Canada Business Corporations Act, R.S.C. 1985, c. C-44
Canada Corporations Act, R.S.C. 1970, ¢. C-32

Canada Business Corporations Act Regulations, SOR/79-316

Investment

"Constraints" may be placed on the issue, transfer and
ownership of shares in federally incorporated corporations, The
object is to permit corporations to meet Canadian ownership
requirements, under certain laws set out in the Canada Business
Corporations Act Regulations, in sectors where ownership is
required as a condition to operate or to receive licenses, permits,
grants, payments or other benefits. In order to maintain certain
"Canadian" ownership levels, a corporation is permitted to sell
shareholders' shares without the consent of those shareholders,
and to purchase its own shares on the open market. "Canadian"
is defined in the Canada Business Corporations Act Regulations.

None
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