AIR CARGO

A. 
“Market Access” Aspect

1. Please outline whether your economy  makes separate provisions for freight and passenger capacity in its air services arrangements and  provides additional flexibility for dedicated air freight services on a reciprocal basis with APEC Economies

All of Canada’s bilateral air agreements with APEC countries have provisions dealing with air cargo.  Six of the agreements have specific provisions for  all-cargo services.

· Four of the agreements each have a different method of regulating cargo capacity: number of flights and aircraft type, service points and number of flights, number of flights, and capacity tonnage.  One requires capacity to be agreed.

· The agreement with the United States provides for open thirds and fourths for courier services with no limits on capacity, but prohibits co-terminalization - combining points in the other country on the same flight.

Canada does give sympathetic consideration to applications from carriers of other countries for the temporary addition of additional flights and service points for all-cargo services. 

If case by case, please (i) elaborate on the different approaches that may be applied, indicating the APEC economies to which each applies, (ii) explain the process of removal or progressive easing that has taken place, and (iii) indicate the benefits and difficulties experienced in the process.

Canada has adopted a practical approach to air cargo and will utilize separate provisions for all-cargo services where such an approach best meets the needs of Canadian stakeholders and those of each of its bilateral partners.  
Separate air agreement provisions for cargo services are important for those countries that have a substantial presence in the air cargo industry because such an approach can tailor the rights required by its cargo carriers.

2. 
Has your Economy permitted for air freight on reciprocal basis. in terms of  unrestricted capacity, unrestricted routes, unrestricted traffic rights at intermediate points, unrestricted traffic rights at beyond points, unrestricted aircraft type, unrestricted designations, 7th freedom services.

In general, Canada has not adopted an open policy with respect to air freight.  Where a less restrictive arrangement benefits both parties, Canada has been willing to provide increased access to its market for air freight in return for benefits of interest to its stakeholders.  Canada’s approach to air freight traffic rights is practical, not philosophical,  and  is based on the specific needs of its stakeholders in particular markets.  The air freight rights that have been exchanged therefore vary from economy to economy.  

If case by case, please (i) elaborate on the different approaches that may be applied, indicating the APEC economies to which each applies, (ii) explain the process of removal or progressive easing that has taken place, and (iii) indicate the benefits and difficulties experienced in the process.

Over the last five years, there has been an easing of the restrictions on cargo services with a number of APEC economies.  A separate provision for all cargo services was added to the agreement with China.  It allows for limited points, predetermined capacity,  and limited intermediate points,  beyond points and fifth freedom rights.   Cargo rights were expanded with Hong Kong by allowing more flexibility as to routing and additional capacity for all cargo flights.   Provisions for cargo with Korea were improved with a broader route schedule and an increase in the number of beyond points for cargo.  Cargo rights with the United States were expanded significantly with open third and fourth freedom rights and unrestricted capacity.  However, co-terminalization is not permitted for courier services.  For all other economies, there was no change in the provisions for cargo services.

In bilateral  negotiations, pursuing all cargo rights has not traditionally been a priority  for Canada.  Canada has not historically had a strong indigenous international dedicated air cargo industry and its airlines currently have no cargo aircraft capable of offering long haul transoceanic services. However, Canada’s airport communities are becoming increasingly interested in expanding the role of air freight at their airports, and are actively looking for airlines with an interest in offering all-cargo services. 
In terms of APEC economies, revenues from belly-hold cargo are important for the viability of trans-pacific passenger services.  Canada does not  prevent other countries from providing all-cargo services to its markets.  On a case by  case basis, Canada is prepared to consider trading off  new or improved all-cargo access for improvements in passenger service rights. 

B.  “Doing Business Matters” Aspect
3. Has your Economy implemented business friendly procedures for handling air freight ?

If yes, please (i) explain the process  that has taken place, and (ii) indicate the benefits and difficulties experienced in the process.

The Canada Customs and Revenue Agency, in consultation with stakeholders in the air cargo industry, has made great efforts to implement more business-friendly procedures with respect to the handling of air freight.  These efforts, some of which are detailed below, offer air cargo carriers greater flexibility in terms of how they handle and process international air cargo destined for Canada.

Under Canada Customs and Revenue Agency rules,  an air carrier may choose one of four options as a carrier when reporting air cargo.

Non-audit non-bonded carrier: must report all air cargo at the first point of arrival in Canada. 

Post-audit non-bonded carrier: air cargo is reported at the airport of destination indicated on the air waybill.

Non-audit bonded carrier: must report all air cargo at the first point of arrival, but may move in-bond air cargo to another Customs point for clearance.

Post-audit bonded carrier: may report air cargo at the destination indicated on the air waybill, and can move in-bond cargo to another Customs point in Canada for clearance.

The Customs Post Audit System allows qualified carriers to transport goods in-bond under limited physical Customs control. To qualify, the carrier must maintain records that prove that the goods were cleared according to the Customs Act.

Air carriers with Post Audit privileges report the goods at the point of destination indicated on the air waybill. This may not necessarily be the first point of arrival in Canada.

Security must be posted for the carriage on in-bond goods. The amounts vary between C$10,000 and C$80,000, and depend on the weight of the aircraft.

Customs authorities offer various options to facilitate release of goods for all modes of transport, including air. The two most pertinent to air cargo are AIR Pre-Arrival Release System (AIRPARS) and Release on Minimum Documentation (RMD). 

The Pre-Arrival Release System (PARS) allows importers and brokers to submit customs release information to Customs up to 30 days before the arrival of the goods in Canada. This expedites the process of customs clearance when the carrier arrives in Canada with the goods. Importers and brokers can provide pre-release information for all modes of transport, and can submit information either on paper or electronically. 

Release on Minimum Documentation (RMD) is an expedited post-arrival clearance process that permits facilitated processing based on commercial documentation (i.e. air waybills and commercial invoices).

In both PARS and RMD, formal accounting for any duty or taxes owed on imported goods occurs within five days of release.

In 1996, Customs & Excise introduced the Duty Deferral Programme. This initiative offers relief to Canadian businesses from taxes on imported items that are re-exported. Customs duties are remitted in all cases. Value added tax may also be remitted if no manufacturing process on the imported goods takes place in Canada.

The government also recently announced a Export Distribution Centre program.  This will  introduce an exemption from paying the Goods and Services Tax and Harmonized Sales Taxes (Sales tax) for importers re-exporting goods with little or no processing before re-export.  This will simplify procedures for business and may stimulate activity at airports and air cargo business.      

4. What procedures, specifically, should be business-friendly? Do they include, for example, customs procedures or should they be limited to those under jurisdiction of aeronautical authorities?

Business friendly procedures should extend beyond those procedures under the jurisdiction of the aeronautical authorities and should include customs procedures.  Business friendly customs procedures are important in facilitating air cargo transportation.  The Canada Customs and Revenue Agency has streamlined its customs procedures to be business-friendly. The Agency is reviewing its procedures and processes continuously, to ensure that they remain as business-friendly as possible.

5. Does your Economy permit foreign airlines and foreign companies to own or operate:

freight forwarding business, ground transport business, warehousing business, custom brokerage business.

If yes, (i) explain the process that has taken place, and (ii) indicate the benefits and difficulties experienced in the process.

There is no regulatory restriction on airlines (or other related cargo shipment businesses) owing or operating sufferance warehouses. Customs prescribes by regulation the terms and conditions for issuing licences to warehouse operators, the facilities equipment and personnel that must be provided, and the minimum standards for operating and maintaining warehouses.

Corporations may own customs brokerages. However, to hold a customs broker's licence, the business or individual must be incorporated or resident in Canada. Additionally, for corporations 50% or more of the directors must be Canadian citizens or residents. Licences are restricted to Canadians to ensure compliance with Canadian laws  that would be difficult to enforce on non-residents.

There is no restriction on airlines establishing a new ground transport businesses. An airline wishing to acquire an existing ground transport business would be subject to the general review mechanisms for foreign investment in transport. These come into effect if the acquisition exceeds C$5 million. A foreign company wishing to own and operate a ground transport business would also be subject to the relevant provincial laws governing the licensing of trucking operators.

There is no restriction on airlines establishing a new freight forwarding business. An airline wishing to acquire an existing freight forwarding business would be subject to the general review mechanisms for foreign investment. These come into effect if the acquisition exceeds C$192 million. A foreign company wishing to own and operate a freight forwarding business would also be subject to the relevant licensing laws for such businesses.

6. Is physical infrastructure sufficient to meet current and future demand for air freight in your Economy ?

If yes, please (i) indicate the benefits and (ii) and difficulties experienced.

Canada’s current infrastructure for air cargo is sufficient to meet the current and near term demand for air freight.  With respect to future demand, several airport authorities in Canada are undertaking to expand their cargo facilities.  Examples would include Toronto, Vancouver, and Hamilton.  Airports are managed by local airport authorities and the federal government leaves decisions regarding the expansion of facilities to those authorities.    These expansion plans will provide for increased cargo handling capacity at airports.
Changes in policy regarding sufferance warehousing provides an example of government action to help meet current and future infrastructure needs of the air cargo industry.  The Canada Customs and Revenue Agency has changed its policy in recent years and now permits the use of off-airport sufferance warehouses.  The previous policy restricted the location of sufferance warehouses to on-site locations at airports.  This policy was put in place to ensure efficient use of resources to service these facilities.  The high cost of leasing space on airport property and the expansion plans of the local airport authorities  led to the change in policy.  Off-airport sufferance warehouses may be considered for approval if the Agency is able to provide the service.  This policy change will allow for an increase in sufferance warehouse capacity to meet future industry needs.

7. Is flexibility in inter-modal operations sufficient to meet current and future demands for air freight in your Economy ?

If yes, please (i) explain the process that has taken place and (ii) indicate the benefits and difficulties experienced.

In terms of infrastructure for inter-modal operations, there have been no indications from the industry that there are problems in this sector. Major airports in Canada have been commercialized and it is incumbent upon the individual airport authorities and industry stakeholders in the air-freight sector to ensure that intermodal facilities and on-site infrastructure meet current and future demand. Public access roads and other linkages are either under the jurisdiction of local or senior governments [i.e. federal government], and improvements are subject to negotiations between stakeholders. 

In terms of procedures, the Canada Customs and Revenue Agency has instituted several inter-modal procedures for the movement of air cargo that provide carriers with flexibility in meeting present and future demands for air freight:

1) 
Transborder Air Shipments in Highway Service - These procedures allow an air carrier that has posted the required security and is providing international air service for transporting cargo, to use the services of a highway carrier to transport air cargo into Canada.  The goods are documented on a through air waybill indicating a Canadian international airport as the airport of destination.

2) 
Air Shipments in Highway Service Between Canadian Airports - Post audit air carriers may use the services of highway carriers for shipping air freight between the initial Canadian airport  of discharge and a second Canadian airport for customs release providing the air carrier has posted the required security and the goods are documented on a through air waybill indicating the second Canadian international airport as the airport of destination.

3) 
Air Cargo - In Transit Movements - These procedures allow an air carrier to use the services of  highway carriers for shipping air freight between the initial Canadian airport of discharge to a second airport in the United States.  The highway  carrier picks up the goods at the Canadian airport of discharge and reports them outward at the Canadian border customs office  before entry in the United States.  The goods are documented on a through air waybill indicating the United States international airport as the airport of destination.

8. Is there any relationship between the difficulties in implementing “Market Access” aspect of the recommendation and those in implementing “Doing Business Matters” aspect?
There is no relationship between the “Market Access” aspect of the recommendation and the implementing “Doing Business Matters” aspect.

