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ASEAN and other member states have concluded EPAs/FTAs respectively, and some have joined recent 

mega-EPAs/FTAs.

 ASEAN FTAs: ASEAN Trade in Goods Agreement (ATIGA), ASEAN-Japan Comprehensive Economic 

Partnership (AJCEP), ASEAN-China Free Trade Area (ACFTA), ASEAN-Korea Free Trade Area (AKFTA), 

ASEAN Australia New Zealand Free Trade Area (AANZFTA), and ASEAN-India Free Trade Area (AIFTA).

 Of the member states, Japan, Australia, New Zealand, Singapore, Vietnam, Malaysia, and Brunei have 

joined TPP11. In addition to Japan, Vietnam and Singapore have concluded FTAs with the EU.

 Features of the RCEP Rules of Origin:

 While General Rules of origin criteria follow the basic provisions of ASEAN FTAs,

they have evolved to become more progressive in reflection of the content of

mega-EPAs/FTAs of recent years.

 With regard to Product-Specific Rules (PSR), restrictive rules found in conventional

EPAs/FTAs such as TPP11 and the EU-Japan EPA are limited, and while adopting

the lenient rules found for many products in ASEAN FTAs, they were improved to

be simpler and more systematic based on the production process of each product.

 Origin procedures implement elements of self-certification system implemented in

recent mega-EPAs/FTAs.
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 Composition of the Rules of Origin

 The Rules of Origin are broadly composed of: criteria for determining the origin of

subject goods (origin criteria), rules for determining whether the goods have lost

their originating status during transport from the exporting country to the importing

country (consignment criteria), and procedures for certifying to the customs

authority of the importing country that the goods fulfill the origin criteria and those for

verifying the certification (procedural provisions).

 The origin criteria are composed of General Rules, such as the definition of “wholly

obtained goods” and requirements for originating goods, which are basically applied

across all products (hereafter referred to as general rules), and product-specific

rules (PSR), which prescribe rules that are applied to individual products.

We will discuss the features of the RCEP Rules of Origin for 

each component.
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 The general rules adopt not only those rules that are common among the

ASEAN FTAs, but also rules adopted only in certain ASEAN FTAs and

progressive rules in recent mega-EPAs/FTAs

Specifically:

 Adoption of “goods obtained exclusively from originating materials”, which

was not adopted in certain ASEAN FTAs, as one of basic origin criteria

 Calculation method for value added criteria (adoption of Build-down formula

which is the basic form)

 Clarification of roll-up

 De Minimis rule (uniform threshold across all products)

 Cumulation (provision for considering the future adoption of cumulation of

production undertaken)

 Minimal operations and processes



Features of the origin criteria (calculation method for value added criteria)
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 Adopts the “Build-down formula” shown here, which is also used in the ASEAN FTAs, most of 

Japan’s EPAs, US FTAs, etc.

 A major advantage of the Build-down formula is that the value added can in most cases be calculated by subtracting the

value of non-originating materials, which can be easily calculated as the price on the invoice, from the value of the goods,

which is easily obtained as the amount of the buyer’s payment to the producer.  This is the main formula used in recent

years.

 As another option, the rules also adopt the Direct/Build-up formula shown below, which is also used in ATIGA,

AANZFTA, and AIFTA.

 This calculation method requires the identification and accumulation of cost items for each good, such as direct costs

and manufacturing costs related to the production of the good. This is a large burden on producers, except for those

which constantly manage their costs.

 There is no definition of “other cost” in the numerator of the formula, and it is not clear what specifically is included. Is it

possible to apportion sales costs, general and administrative costs, and other general costs as “other costs” for goods?

There is a possibility that apportioning these general costs to goods would require more work than ascertaining direct

costs.

RVC＝
FOB price － Value of non-originating materials

FOB price
Ｘ100

 As with many EPAs/FTAs, it is possible to select the calculation method; in many cases, the easy-to-

calculate Build-down formula is selected, and it is thought that there are not many opportunities in which the

Direct/Build-up formula is utilized.

RVC＝
Value of originating materials＋Direct labor cost＋Direct overhead cost＋Profit＋Other cost

FOB price
Ｘ100
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 Clarification of roll-up

 Clarification that in the same way as in the TPP11 and EU-Japan EPA, once materials

become originating goods through production and are then used in subsequent

production operations, said materials are treated as originating materials (roll-up).

 In the ASEAN FTAs, there are no explicit provisions in the agreements, except in the

AJCEP and ACFTA which have provisions which clarify roll-up but are limited to the

application of value added criteria.

 De minimis rule (uniform threshold across all products)

 De minimis rule: If non-originating materials are used only to a small degree in

production, exemption from applicability to the origin criteria is provided.

 There are no rules on setting exemptions or exceptional thresholds, or no complicated

rules for textiles, as found in the TPP11, EU-Japan EPA, etc.; the rules adopt the

threshold of 10% or less of the value of the goods for all HS items, which was adopted

under the ATIGA, and for textiles and textile products the threshold found in ASEAN

FTAs, other than ATIGA and AIFTA, of 10% or less of the total weight of the goods can

be selected.
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 Cumulation

Only the cumulation of goods and materials rule which deems originating materials of other member

states as a member state’s own originating materials is adopted.

The review of whether to include the rules on cumulation of production undertaken and added value will

be conducted once the Agreement enters into force for all signatory member states.

On the other hand, the RCEP Rules of Origin are lenient rules which in principle apply originating status

after a single operation is made, so it is thought that situations requiring cumulation of production

undertaken as a relief measure would be limited.

 Minimal operations and processes

 Minimal operations and processes refers to works or processes that alone do not confer originating status

on goods, even when said goods satisfy the criteria for the goods that meet the Product-Specific Rules.

 Minimal operations and processes are described in a list of 11 operations and processes.

• This is significantly increased from the AJCEP (7), ATIGA (3), ACFTA (3), and AANZFTA (6). It shares

commonality with the EU-Japan EPA (17), EU-South Korea FTA (17), and AKFTA (17), and is thought

to have been influenced by EU FTAs which favor comprehensive lists.

• Regarding operations and processes that use the term “simple”, it is thought that a definition is

provided from the perspective of mitigating arbitrary interpretations of the term “simple”, and the

content is the same as the EU-Japan EPA.

 In the TPP11, there is no corresponding rule in the chapter on Rules of Origin. Originating status is

determined solely by the criteria for the goods that meet the Product-Specific Rules.

Features of the origin criteria (cumulation and minimal operations and processes)



Features of the origin standards (product-specific rules(PSR)) 
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 Restrictive provisions, like those found in TPP11, the EU-Japan EPA, and other

conventional EPAs/FTAs, are limited

 Unlike the TPP11 and other agreements, there are no detailed annotations on certain Sections

and Chapters in the PSR, or special provisions on certain product sectors such as textiles and

textile products; also, only a limited amount of exclusions are found for textiles, textile products,

machinery, etc.

 For products such as machinery, lenient rules found in ASEAN FTAs are adopted

 The PSR adopt lenient rules by simple change of tariff classification (CTC) criteria, which

basically grant originating status after one (1) operation is made.

 The usage of value added criteria alone is extremely limited, but they were adopted as another

option to supplement the CTC criteria.

 Further simplification of the specification method for product-specific rules

 The PSR have significantly been simplified as a whole by using abbreviations such as “CC”,

“CTH”, and “RVC”, which were adopted by many ASEAN FTAs and also the EU-Japan EPA.

 Improved systematic provisions based on the production process of each product.

 Based on the production processes used in each product sector, the operations that grant

originating status are systematically provided for in a consistent way based on CTC criteria.



Features of the origin criteria (PSR – Examples in major product sectors)
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 Textiles and textile products

 Looking at PSR for apparel, we can see that the rule is CC (Change in Chapter), and that the

one (1) process rule is adopted, conferring originating status on the sewing/assembly process of

making apparel from fabric.

 This rule is more lenient relative to the three (3) process rule of TPP11 (which in principle

requires the execution of three processes from fiber to apparel: (1) “spinning”, (2)

“weaving/knitting”, and (3) “sewing/assembly”), and the two (2) process rule of the EU-Japan

EPA (which in principle requires the execution of two processes from yarn to apparel: (1)

“weaving/knitting” and (2) “sewing/assembly”).

 Machinery

 With the exception of motor vehicles, there is almost uniform adoption of two alternative rules of

change of tariff classification (CTC) criteria, which are set to confer originating status on the

assembly from parts for specific use to finished products (set by CTH or CTSH as appropriate

depending on the product) and RVC40 (the 40% value added standard),

 This rule is more lenient compared to those of TPP11 or the EU-Japan EPA which, for many

products, do not grant originating status if they are simply assembled from parts for specific use

into finished products, and also require the goods to satisfy the value added criteria.



Features of the consignment criteria
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 What are consignment criteria? (Called “Direct Consignment” under RCEP)

 Prescribe conditions for maintaining originating status of goods when said goods are

transported from the exporting member state to an importing member state via a third country.

 Under RCEP, the criteria prescribe the following conditions when goods are transported from the

exporting member state via an intermediate member state (a member state other than the

exporting member state and importing member state) or a non-member state to the importing

member state:

(1) No processes other than logistics activities (e.g., unloading, reloading, storing, and other

operations necessary to preserve the applicable originating goods in good condition or to

transport the originating goods to the importing member state) have been carried out, and;

(2) the goods remain under the control of the customs authorities.

 Under many of the ASEAN FTAs, when transporting goods from the exporting member state via

an intermediate member state or non-member state to the importing member state, operations

other than operations for transshipment during transportation, such as unloading, reloading or

other operations necessary to preserve the originating goods in good condition, were not allowed,

but under RCEP even long-term storing is allowed as long as the goods remain under the

supervision of the customs authorities, which is the same as TPP11 and the EU-Japan EPA.



Features of the consignment standards
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 Differences between RCEP and TPP11

 Under RCEP, goods are subject to the consignment criteria if they pass through an

intermediate member state (a member state other than the exporting member state and

importing member state) or non-member state. In contrast, under TPP11, goods are only

subject to the consignment criteria if they pass through a third country that is a non-member

state.

 Under TPP11, separation from a bulk shipment and labeling or marking required by the

importing member state are also given as acceptable operations. It is not clear whether these

are included under “logistics activities” under RCEP.

 Back-to-Back Proof of Origin

 Under RCEP, if goods pass through a member state other than the exporting or importing

member states, the previously mentioned requirement (2) is not imposed by utilizing “Back-to-

Back Proof of Origin”, which is adopted by many ASEAN FTAs. Also, as activities acceptable

under requirement (1), this provision further allows for repacking or logistics activities such as

splitting up of the consignment, or labelling only as required by the laws, regulations,

procedures, administrative decisions, and policies of the importing member state.

 It is necessary to confirm each member state’s actual implementation of Back-to-Back

Proof of Origin.
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Japan

Malaysia Singapore

Issuance of initial proof of origin

• No further processes (some  

operations are allowed)

• Issuance of Back-to-Back 

Proof of Origin (carries the 

information from initial proof 

of origin (including date of 

issuance, number))
Warehouse

Requirements Back-to-Back Proof of Origin Direct Consignment

3rd country during 

transportation

Other member state (intermediate member state) Other member state (intermediate member state) or non-

member state

Allowable operations Does not undergo any further processing in the intermediate 

member state, except for: repacking or logistics activities 

(e.g., unloading, reloading, storing, splitting up of the 

consignment, or labelling only as required by the laws, 

regulations, procedures, administrative decisions, and 

policies of the importing member state, other operations 

necessary to preserve a good in good condition or to 

transport a good to the importing member state).

Has not undergone any further processing in the intermediate 

member state or non-member state, except for: logistics 

activities (e.g., unloading, storing, or any other 

operations necessary to preserve the applicable goods in 

good condition or to transport them to the importing 

member state).

Supervision by customs 

authorities

No (not a requirement) Yes (supervision is a requirement)

 Back-to-Back Proof of Origin (Article 3.19) (Example)

 Differences between Back-to-Back Proof of Origin and Direct Consignment

Differences between Back-to-Back Proof of Origin and Direct Consignment (RCEP)

http://www.bing.com/images/search?q=%e3%82%b3%e3%83%b3%e3%83%86%e3%83%8a+%e3%82%a4%e3%83%a9%e3%82%b9%e3%83%88+%e7%84%a1%e6%96%99&view=detailv2&&id=77488799A36A91B2755AC23088954D370DAB43B5&selectedIndex=99&ccid=Gfrqfh40&simid=608010913327875234&thid=OIP.M19faea7e1e3491643f51048433306144o0
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 RCEP implements elements of the self-certification system implemented in recent mega-EPAs/FTAs

 When the Agreement enters into force, self-certification of approved exporters is adopted for all member

states.

 Prescribes that each member state, including least developed countries, are obligated to implement self-

certification of exporters (producers) within a set period from the date that the Agreement enters into force.

 Prescribes that a review will be conducted for the purpose of considering the implementation of importer

self declaration (Japan plans to implement this from the time the Agreement enters into force).

 Since a look at the ASEAN FTAs shows that only ATIGA has adopted self-certification of approved exporters,

and the others have remained at adopting only third-party certification, the implementation of self-certification

of approved exporters for all member states from the time that the Agreement enters into force is a

significant step forward.

 Since among the RCEP member states, Japan, South Korea, Australia, and New Zealand have experience

with self-certification of exporters, but the ASEAN member states, China, and India have no such

implementation experience, it was a pragmatic response to not implement it at the time of entry into force of

the Agreement, instead granting a grace period for implementation, and to set the self-certification of

importers—the adoption of which, even globally, is limited to developed countries—as a matter for future

consideration.
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While based on ASEAN FTAs, RCEP reflects progressive provisions of recent mega-EPAs/FTAs, 

and adopts lenient rules for its Product-Specific Rules, which are improved to be simpler and 

more systematic based on the production process of each item.

 These liberal provisions limit the distortive effect on trade, realize ideal production networks in 

Asia*, and are appropriate as uniform Rules of Origin connecting networks across this massive 

economic sphere.
* For example, under the EPAs between ASEAN member states and Japan, including the ASEAN-Japan 

EPA, for textiles and textile products it was possible to procure yarn and fabric as materials only from 

other ASEAN member states, but RCEP is expected to have the effect of enabling procurement from 

RCEP member states other than ASEAN member states.

 ASEAN has EPAs/FTAs with each of the non-ASEAN RCEP member states of Japan, China, 

South Korea, Australia, and New Zealand.

 RCEP holds great significance in that it will connect Japan and China and Japan and South 

Korea, which previously did not have an EPA/FTA, transform this massive economic sphere from 

one with minutely divided and differing rules of origin under the ASEAN FTAs to one that is 

seamlessly connected with uniform rules of origin, and realize ideal production networks in Asia.



Thank you for your kind attention
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