CUSTOMS TARIFF - SCHEDULE i

GENERAL RULES FOR THE INTERPRETATION
OF THE HARMONIZED SYSTEM

There are six General Rules of Interpretation. Rules 1 to 4 are related and must be applied in sequence. Rules 5 and 6 stand on their own to be applied as needed. 

These interpretative rules are a legal and integral part of Custom Tariff and they must be applied appropriately while classifying the goods inder the Custom Tariff Schedule.

Classification of goods in the Nomenclature shall be governed by the following principles: 
1. Titles are for references only:

The titles of Sections, Chapters and sub-Chapters are provided for ease of reference only;
For legal purposes, classification shall be determined according to the terms of the headings and any relative Section or Chapter Notes and, provided such headings or Notes do not otherwise require, according to the following provisions.
2. (a) Classification of incomplete goods:

Any reference in a heading to an article shall be taken to include a reference to that article incomplete or unfinished, provided that, as presented, the incomplete or unfinished article has the essential character of the complete or finished article. 
It shall also be taken to include a reference to that article complete or finished (or falling to be classified as complete or finished by virtue of this Rule), presented unassembled or disassembled.
Example: An automobile missing only its wheels would be classified the same as if it were complete.
(b) Classification of mixtures or combinations:

Any reference in a heading to a material or substance shall be taken to include a reference to mixtures or combinations of that material or substance with other materials or substances.
Any reference to goods of a given material or substance shall be taken to include a reference to goods consisting wholly or partly of such material or substance. 
The classification of goods consisting of more than one material or substance shall be according to the principles of Rule 3.

Example: If you were importing dicalcium citrate, the Tariff does not specifically state this compound. However, it is a compound containing more than one material and its essential character is that of a salt of citric acid. Therefore, dicalcium citrate qualifies as Classification Number 2918.15.90.19: Salts and esters of citric acid, Other.
3. When by application of Rule 2 (b) or for any other reason, goods are, prima facie, classifiable under two or more headings, classification shall be affected as follows: 
(a) Specific description preferable over general heading

The heading which provides the most specific description shall be preferred to headings providing a more general description. 
However, when two or more headings each refer to part only of the materials or substances contained in mixed or composite goods or to part only of the items in a set put up for retail sale, those headings are to be regarded as equally specific in relation to those goods, even if one of them gives a more complete or precise description of the goods. 
Example: Mint tea is not stated specifically, as a product, in the Tariff. Although the product descriptions available are mint and tea, the importer must classify mint tea under the appropriate tea Heading because it provides the most specific product description and mint is only the flavour of the tea.

(b) Classification as per essential character:

Mixtures, composite goods consisting of different materials or made up of different components, and goods put up in sets for retail sale, which cannot be classified by reference to Rule 3 (a), shall be classified as if they consisted of the material or component which gives them their essential character, insofar as this criterion is applicable. 

Example: An importer bringing in "liquor gift sets" (that include the bottle of liquor and glasses) must classify the goods under the appropriate liquor Heading. The essential character of the item is the liquor itself and not the glasses contained within the set.

(c) If both are specific – later the better:

When goods cannot be classified by reference to Rule 3 (a) or 3 (b), they shall be classified under the heading which occurs last in numerical order among those which equally merit consideration.
Example: A gift set which includes socks (Heading number 6115) and ties (Heading number 6117) cannot be classified by the previous rule since neither item gives the gift set its essential character. The gift set must be classified under the Heading number for ties which is the Heading that occurs last in numerical order.

4. Akin goods – Last rule of classification:

Goods which cannot be classified in accordance with the above Rules shall be classified under the heading appropriate to the goods to which they are most akin.

Explanation: This is a "last resort" rule, most often used with new products.

5. In addition to the foregoing provisions, the following Rules shall apply in respect of the goods referred to therein: 

(a) Camera cases, musical instrument cases, gun cases, drawing instrument cases, necklace cases and similar containers, specially shaped or fitted to contain a specific article or set of articles, suitable for long-term use and presented with the articles for which they are intended, shall be classified with such articles when of a kind normally sold therewith. This Rule does not, however, apply to containers which give the whole its essential character. 
Example: Rule 5 (a) would apply to flute cases because flutes are normally sold with their cases (due to their specific shape) and are intended for long term use.

(b) Subject to the provisions of Rule 5 (a) above, packing materials and packing containers presented with the goods therein shall be classified with the goods if they are of a kind normally used for packing such goods. However, this provision is not binding when such packing materials or packing containers are clearly suitable for repetitive use.
Example: An importer bringing in goods and using styrofoam chips for padding fits well into Rule 5 (b). Styrofoam chips are normally used for the padding and insulation of many goods, however they are rarely reused and are therefore classified with the goods when they enter Canada.
6. Only goods (subheadings) at the same level are comparable

For legal purposes, the classification of goods in the subheadings of a heading shall be determined according to the terms of those subheadings and any related Subheading Notes and, mutatis mutandis, to the above Rules, on the understanding that only subheadings at the same level are comparable. For the purpose of this Rule the relative Section and Chapter Notes also apply, unless the context otherwise requires.
Explanation: Once goods have been classified to the Heading level by the use of international Rules 1 to 5, then classification to the Subheading level can now take place by repeating international Rules 1 to 5 and taking into account any related Legal Notes.

CANADIAN RULES 
1. For legal purposes, the classification of goods in the tariff items of a subheading or of a heading shall be determined according to the terms of those tariff items and any related Supplementary Notes and, mutatis mutandis, to the General Rules for the Interpretation of the Harmonized System, on the understanding that only tariff items at the same level are comparable. For the purpose of this Rule the relative Section, Chapter and Subheading Notes also apply, unless the context otherwise requires. 
2. Where both a Canadian term and an international term are presented in this Nomenclature, the commonly accepted meaning and scope of the international term shall take precedence. 
3. For the purpose of Rule 5 (b) of the General Rules for the Interpretation of the Harmonized System, packing materials or packing containers clearly suitable for repetitive use shall be classified under their respective headings. 
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Legal Notes
In the Harmonized Tariff, some of the Sections and Chapters are preceded by Notes. These are known as Legal Notes because they have legal force as an integral part of the Harmonized System. Section Notes, Chapter Notes and Subheading Notes are included in the international core of the Harmonized System Nomenclature. The international Legal Notes define the precise scope and limits of each Chapter, Section, Heading or Subheading. Specifically, they perform the following functions:

1. Define the limits of a Heading. 

2. Provide lists of goods included in a particular Section, Chapter, Heading or group of Headings. 

3. Provide lists of goods excluded from a particular Section, Chapter or Heading. 

4. Direct the user to the appropriate Section, Chapter or Heading for a particular product. 

5. Subheading Notes specifically define what is to be included in or excluded from given Subheadings after classification to the Heading level has taken place. 


Terminology in the Legal Notes
Special terminology is also sometimes used in the Legal Notes portions of the Tariff.

Throughout the Nomenclature: One commonly used phrase is Throughout the nomenclature. This is used in case in which words or expressions are defined in the notes for a specific Chapter or Heading, but the definition will apply throughout the whole Tariff. On the other hand, if these words are not used in a definition given in the notes for a particualr Section or Chapter, the definition should be taken as applying only to that Section or Chapter.

Inter Alia: This means "among other things". Typically it is used with a list of similar objects to indicate that the list is not exhaustive, and the classification is not restricted to just what is listed.

Mutatis Mutandis: The literal definition is "making due alteration for detail". When this wording is found in the Tariff, it allows an individual to make alterations for small specific details in order to complete classifying the item being imported.

Context: The phrases Except where the context otherwise requires and Unless the context mean that in those cases in which the Chapter or Section Notes are incompatible with the Heading/Subheading Notes or the text of Headings and Subheadings, the lower level notes and text will prevail.

Today, customs operates in an environment of constant change. It implements national requirements relating to the promotion of economic development and compliance with regional and international obligations. Customs also plays a vital role in attracting trade and people to a country. In this respect, the effective management of goods and people entering and leaving the customs jurisdiction is a complex issue in an ever-changing trading environment.
