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RCEP

Regional Comprehensive
Economic Partnership
2.3 billion people

ASEAN ASEAN +3 ASEAN Economic Community

Brunel China
Cambodia  Japan
Indonesia South Korea
Lao PDR

Malaysia ASEAN +5
Myanmar
Philippines
Singapore
Thailand
Vietnam

Australia
New Zealand
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FROM AEG TORCEP
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Avocats RCEP 289%

15 Member States (ASEAN+5)

GDP: USD 24.2 trillion, 28% of global GDP
Population: 2.3 billion, 30% of the world's
population

Combined trade: US$9.5 trillion, 28% of
global trade in goods

AEC 28%

10 Member States

GDP: USD 3.2 tnllion in 2019
GDP per capital: USD 4,8274
Population: 655.9 million people,
8.5% of the world's population
Area: 4.5 million km? (approx. 3%
of the total land area of the earth)

Global GDP

Global Trade

Global Population

30%

Source
ASEAN Statistical Leaflet 2020 (Statics for year 2019)
New Zealand Foreign Affairs & Trade (statistics from year 2020)
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RGEP main opjectirs

- Facilitate trade and investment

Enhance transparency in trade and
investment relations between member
countries

- Facilitate counties’engagement in global
and regional supply chain

- Create a liberal, facilitative and
competitive environment in the region

IMPACT ATTENDU DU RCEP SUR LE REVENU REEL A 'HORIZON 2030

EN %

Japan

Corée du Sud
Malaisie

Vielnam
Thailande

Chine
Nouvelle-Zélande

HongKong

Source: lafinancepourtous d’apres la banque mondiale
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Why ROEP Since already several FTA Inforce
L

N.A Yes, with New Yes Yes Yes, with Yes
Zealand Autralia
Yes, with New N.A Yes Yes Yes Yes
Zealand
Avocats Ves Ve

Yes Yes

Yes, with New Yes

Zealand
Yes Yes
FTA RCEP
= Different FTAs = different conditions = Same rules of origin for exporting to 16

countries
= 40 % added value

= Not available for all business transactions

= Certificate of origin by FTA

=  Administrative burden harmonization
= Not all the products are covered

=  Most of the products are covered
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U What do we know
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Single Origin
Document

To be effective

60 days after 6 ASEAN

Member States and 3 non- Simplification of the
ASEAN members ratification administrative burden for
in domestic law transactions

Between 6 month and 2 years

Customs duties reduction

Reduction in more than 80 %
of the flows

Reduction to 90% in next 20
WEETS

96% of the flows between
China and Japan exempted

Not covered

Social rules
Environnemental rules
State aids restictions
Some agricultural products
by Country
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We mustkeep aneye on

When to be China’s capture of The impetus of the E-commerce Impactin EU
effective regional supplies RCEP Secretariat Trade
vs OMC
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. RCEP overview on trade of goods




RCEP - Quick overview
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1. Trade in goods

2. Trade in Services

4. Economic and technical cooperation

5. Intellectual property

6. Dispute settlement
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RCEP - Trade on goods
mwpn Principles

mmpn Single set of rules and procedures for accessing preferential tariffs

Avocats A common Rule of Origin (RoO): Reduce transaction costs for trading with
multiple countries and create a more stable environment for trade. Investors will
only require one certificate of origin for trading in the region and can bypass
processes of checking and adjusting to the specific rule of origin criteria in each
country.

National Treatment on Internal Taxation and Regulation: Each country shall
accord national treatment to the goods of the other countries.

Reduction or Elimination of Customs Duties on Originating Goods

Provide additional avenue for tackling non-tariff barriers
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RGEP - Rules of ongin

AEC RCEP
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Avocats 2. Products not wholly produced or obtained 2. Produced in a Party using originating materials of
one or more Parties; or

1. Wholly produced or obtained in exporting Party 1. Wholly obtained or produced in a Party

(@) Product Specific Rule

(b)  General Rules: 3. Produced in a Party using non-originating materials
. RVC of at least 40% is applied; or and the goods must satisfy Product-Specific Rules:
. CTC at 4-digit level of Harmonized
System *  RVC40;

« CC (2digit level)

e CTH (4-digit level)

+ CTSH (6-digit level)

- WO

* CR (Chemical Reaction)

«  Combination of the above rule e.g. CC or RVC40

Based on HS 2017 Based on HS 2012
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RGEP - Rules of ongin

AEC

De Minimis

1. A good that does not undergo a change in tariff
classification shall be considered as originating if the value of
all non-originating materials used in its production that do not
undergo the required change in tariff classification does not
exceed 10% of the FOB value of the good and the good
meets all other applicable criteria set forth in this Agreement
for qualifying as an originating good.

RCEP
De Minimis

1. A good that does not satisfy a change in tariff classification
pursuant to PSR is nonetheless an originating good if the good
meets all of the other applicable requirements and:
(a) for a good under Chapters 01-97, the value of non-
originating materials that have been used in the production
of the good and did not undergo the applicable change in
tariff classification does not exceed 10% of the FOB value
of that good.; or
(b) for a good under Chapters 50-63, the weight of all non-
originating materials used in its production that did not
undergo the required change in tariff classification does not
exceed 10% of the total weight of the good.

2. The value of non-originating materials referred to in
paragraph 1 of this Article shall, however, be included in the
value of non-originating materials for any applicable RVC
requirement for the good.

2. The value of non-originating materials referred to in
paragraph 1 shall, however, be included in the value of non-
originating materials for any applicable regional value content
requirement.
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RGEP- Direct Gonsignment

KPMG

v
Avocats

4
A
)

//l

J’ /

-~ Party B - /l
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= - - -
Non -Party
o can be done provide the goods:

has not undergone any further processing in the intermediate Parties or the non-Parties, except for
logistics activities such as unloading, reloading, storing, or any other operations necessary to preserve it
in good condition or to transport it to the importing Party; and

= remains under the control of the customs authonties in the intermediate Parties or the non-Parties.
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RCEP: Proof of origin

(a) Certificate of Ornigin 1ssued by I1ssuing
body

(b} Declaration of Origin 1ssued by an
approved exporter

(c) Declaration of Origin 1ssued by an
exporter or producer

All members must implement (c) within
10 years except Cambodia, Lao PDR,
and Myanmar, 20 years.

[

* Proof of Origin remains valid for 1 year
from the date on which it is issued or
completed.

* CoO may be issued retrospectively
but no later than 1 year after the date
of shipment

be in writing, or any other medium,
|nclud|ng electronic format notified by an
importing Party,

* be in a format to be determined by the
Parties;

* be in the English; and

» bear an authorized signature and official
seal of the issuing body for CoQ / bear
the name and signature of the certifying
person for DoO

» Contains minimum required information

‘ Record Keeping Requirement

All necessary records must be kept for at
least a period of 3 years from the date of
issuance of the Proof of Origin (for
exporter)/ date of import (for importer), or a
longer period In accordance with i1ts
relevant laws and regulation

© 2020 KPMG Avocats, a French law firm member of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a Private English
company limited by guarantee. All rights reserved. The KPMG name and logo as weII as the KPMG Avocats name are trademarks used under license by the independent member
firms of the KPMG global organization.




RGEP: Operational Gertification Procedures

KPMG

Back-to-back Proof of Origin

W v' Back-to-back Proof of Origin for re-export of whole shipments/ partial shipment is
vocats

allowed:;

v' The consignment does not undergo any further processing in the intermediate Party,
except for repacking or logistics activities e.g. unloading, reloading, storing, splitting
up, etc.

v' Back-to-back Proof of Origin could be issued provided that

. a valid original Proof of Origin or its certified true copy is presented;

. the period of validity does not exceed the period of validity of the original Proof of Origin;

. the back-to-back Proof of Origin contains relevant information from the original Proof of Origin in accordance
Minimum Information Requirements; and

. information on the back-to-back Proof of Origin includes the date of issuance and reference number of the original
Proof of Origin.
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RGEP: Uperational Gertification Procedures
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Third-Party Invoicing

An importing Party shall not deny a
claim for preferential tariff
treatment for the sole reason that
an invoice was not issued by the
exporter or producer of a good
provided that the good meets the
requirements under RCEP RoO.

— = Flow of payment/ invoice

Flow of goods
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RGEP: Supply Ghain
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A common ROO

K PSR for HS 8512.10
Lighting or visual signaling equipment of
a kind used on bicycles

In case the main material of HS8512.90
with highest value is originated from

-
—————

] China, it may only be qualified under
',’ Origin Criteria of RCEP.
FTA PSR
ATIGA RVC40 X
ASEAN-China | RVC 40 or CTH (4-digit) | %
RCEP RVC 40 or CTSH (6-digit) |~
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RGEP: Supply Ghain
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Cumulation

Some RCEP countries have
no bilateral FTA in place

~ e.g. China-Japan, Japan-

% ZASEAN-Japan South Korea, etc.

-~
e ————

/ RCEP allows cumulative of

, regional content in those
- el countries.
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. Focus on textile




KEEP INMIND

mmn A E U trade agreements 2020
KPMG '

N EUROPEAN
UNION ;)
i
NIN
PLACE
N ADOPTION_ *** o
| RATIFICATION
ON-GOING
R
o
'= .
* The United Kingdom withdrew from the European Union and is a third (M(w as of 1 February 2020. During the transition period, which ends on 31 December 2020, Union law, with a few - >
lmu(zd exceptions, continues to be applicable to and in the United e
Eumpean Economic Area (EEA) / Dverseas Countries and Territories 4uCT| P |
* Free Trade (FTA), Deep and Free Trade (DCFTA), Enhanced hip and C: (EPCA) hip and w
¥ =

( pe with !Irmﬂv( (PCA).
+ The agreements with Chile, Tunisia, and Eastern and Southern Africa are currently being updated. the updated agreement with Mexico is under ratification
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FUrelationship with ASEAN - RGEP countries

KPMG

m « The ASEAN region is a dynamic market < EU has launched negotiations for a

A with some 640 million consumers and comprehensive and ambitious trade agreement
ranks as the eighth economy in the world. with New Zealand and Australia (start 22 May
The countries as a group are the EU's 2018).
third largest trading partner outside
Europe, after the US and China. * Recent FTA by the EU:

« South Korea had applied since July 2011
 Bilateral Free Trade Agreements (FTAS) « Japan in force since 1 February 2019

between the EU and ASEAN countries « Singapore entered into force on 21
will serve as building blocks towards a November 2019
future EU-ASEAN agreement, which * Vietnam entered into force on 1 August 2020

remains the EU's ultimate objective.
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turopean Union trade with RGEP 2019
m v Total EU imports textiles and

clothing 50-63 from RCEP: €53 Bn .

NG g ol COREE
Avocats TR DU SUD

MYANMAR ~“VIETNAM
THAILANDE  HACS PHILIPPINES
: CAMBODGE
v Total EU exports textiles and MALAISIE BRUNEI
clothing 50-63 to RCEP : €10 SINGAPOUR

Bn 3 INDONESIE

AUSTRALIE

NOUVELLE-ZELANDE
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'ench rade with RGEP : EXPOrTS By countries

Erench exports
50 63 1o RC

MIOTAL TRH 2019
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French trade with RCEP Dy products

KPMG

m FRENCH EXPORTS TO RCEP BY PRODUCTS IN 2019 - (Million €)

FRENCH IMPORTS FROM RCEP BY PRODUCTS IN 2019 - (Million €)
Avocats

3851
m FIBRES & FILS

W FIBRES & FILS
M TISSUS & TRICOTS HTISSUS & TRICOTS
m TEXTILES DE MAISON m TEXTILES DE MAISON
AUTRES ARTICLES TEXTILES AUTRES ARTICLES TEXTILES
= VET. MAILLE + LINGERIE W VET. MAILLE + LINGERIE
W AUTRES VETEMENTS W AUTRES VETEMENTS
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/oomVietnam - GsP

Vietnam to benefit from GSP till 31/12/2022
kb 12

= GSP-regulation:
o A country that benefits from a FTA with the EU, is removed from the list of beneficiary countries of the
m GSP. This removal “shall apply as from two years after the date of application” of the FTA.

Avocats o Vietnam could have been removed from 1/8/2022.

o Decision European Commission: Vietnam will benefit from GSP until 31/12/2022 “for reasons of
administration and statistics consistency”.

= Rules of origin: cumulation possibilities
Comparison under GSP and unter FTA :

Fabric main 11 months of Percentage

. R . _ Thi trugrng NK thang 2018 (%)/

* Bilateral cumulation. * Bilateral cumulation; vai chinh ty18%
* Cumulation with Norway, Switzerland * For clothing of chapters 61 and 62, China

and Turkey. cumulation for fabrics of origin of South &=
* Regional cumulation within group I. Korea. Talwan

Japan

To produce woven clothing of preferential To produce woven clothing of preferential Thailand
origin, Vietnam can use: origin, Vietnam can use: Hong Kong
* Fabrics woven in Vietnam; * Fabrics woven in Vietnam; Malaysia
* Fabrics of origin of the EU; * Fabrics of origin of the EU; Italy
* Fabrics of origin of Norway, * Fabrics of origin of South Korea. India

Switzerland or Turkey; Indonesia 0,49

* Fabrics of origin of Indonesia, Laos, Turkey 36.870 0,31
Myanmar/Burma, the Philippines (and Ge’ff‘anv 36.327 0,31
Cambodia*) Pakistan 33.412 0,29
. e L SE0) Source: Presentation of 11 April 2019 of Mr Vu Duc Giang, Chairman of

VITAS (Vietnam Textile and Apparel Association) at the Global Textile &
Apparel Supply Chain Conference in Hanoi.

=> Cumulation possibilities under FTA seem to be more interesting for Vietnam than under GSP.

Delegated Regulation (EU) 2015/2446)
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/oomVietnam-FTAWIth tU
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o The agreement:

m * Textiles of chapters 50 till 60: zero duties at entry into force.
Avocats * Clothing (61-62) and made-up textiles (63): entry into force / 4 stages / 6 stages / 8 stages.
A B3 BS B7
EIF: (no stages) (4 stages; each stage: -3%) (6 stages; each stage: -2%) (8 stages; each stage: -1,5%)
1/8/2020 | Example: women'’s or Example: women'’s or girls blouses, Example: men’s of boy’s Example: women’s trousers
girls ensembles of shirts and shirt-blouses of cotton 06 | trousers of cotton industrial of cotton (including industrial and
cotton (including industrial 300% and occupational s34211) occupational) (6204 62)
and occupational) (6204 22)
1st reduction 1/8/2020 0% 9% —10% 9,6%* -10;5% 9,6%*
2nd reduction 1/1/2021 6% 8% 9%
3rd reduction 1/1/2022 3% 6% 7,5%
4th reduction 1/1/2023 0% 4% 6%
5th reduction 1/1/2024 2% 4,5%
6th reduction 1/1/2025 0% 3%
7th reduction 1/1/2026 1,5%

8th reduction 1/1/2027

* See art. 3 of Section A of Annex 2-A of the agreement.
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FTenchImports fromVietham by products

KPMG > —French iljpori s from_Vietnam. by 'prodagts (million €)
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- « 2% L
AUTRES  _VET.MAILLE+  AUTRES

lo'FIBRES & FILS TISSUS & TEXTILES DE
.' ,‘ TRICOTS MAISON ARTICLES-. ) I..NTNGER'E VETEMENTS
( "-' e TEXTIHES 5 ‘\-." ! .
®2018 12019 ‘ :
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. Threats and opportunities




m “Spaghetti bowl effect, This effect is detrimental to SMEs. As a
result, all attention is focused on whether the "spaghetti bow!"
KPMG effects can be reduced with the conclusion of the RCEP, the

Avocats gigantic free trade agreement that many countries in the Asia-
Pacific region have just signed ?

RCEP could consolidate China's position as an economic partner of
Southeast Asia, Japan and Korea and could help Beijing reduce its
dependence on foreign markets and technology.

Firms, both in terms of their means of production and in terms of
their commercial development or their search for growth, will have
to adapt their strategies to these new geographical, political and
economic blocks, which must therefore be well understood.
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.

Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received
or that it will continue to be accurate in the future. Indeed no one should act on such information without appropriate professional advice after a thorough
examination of the particular situation. KPMG Avocats is a French law firm, member of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a Private English company limited by guarantee. KPMG International and its related entities provides no client
services. No member firm has any authority to obligate or bind KPMG International or any other member firm vis-a-vis third parties, nor does KPMG
International have any such authority to obligate or bind any member firm.
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