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Post-Brexit UK-Japan trade agreement: 
CEPA text published 

 

 

Introduction 

On 23 October 2020, the UK government signed and published 
its first trade agreement as a non-EU Member State with 

Japan. This agreement is called the Comprehensive Economic 
Partnership or ‘CEPA’, and will enter into force as of 1 January 

2021, which is when the transition period ends and the UK 
leaves the EU customs territory. CEPA will hence replace the 
currently applicable trade agreement between both countries. 

Facts 

This agreement is for the most part similar to the EU-Japan 
Economic Partnership Agreement (‘EPA’), the EU-Japan free 
trade agreement that entered into force on 1 February 2019. 

However, there are some differences as the initial ambition to 
significantly upgrade conditions established by the EPA (e.g. 

renegotiating issues refused by the EU in EPA negotiations) 
had to be scaled back because of time constraints. 

 
Regarding tariffs and rules of origin, the UK and Japan 
maintained the annual phasing plan mentioned in the EPA, 

meaning that the two years that have already elapsed for tariff 
reductions are taken into account. Nearly all exports of UK 

originating goods from the UK to Japan and 94% of export 
from Japan to the UK will be tariff free by 2026, as tariffs will 
be phased out during a five year period. 

 

https://www.gov.uk/government/publications/ukjapan-agreement-for-a-comprehensive-economic-partnership-cs-japan-no12020
https://www.gov.uk/government/publications/ukjapan-agreement-for-a-comprehensive-economic-partnership-cs-japan-no12020
https://www.gov.uk/government/publications/ukjapan-agreement-for-a-comprehensive-economic-partnership-cs-japan-no12020


An exception is made for 2 tariff lines related to electrical 
control units for cars, where tariffs will disappear with the 

agreement’s entry into force.  
 

Regarding the rules of origin, it has been agreed that 
component material produced in both countries will be 

recognised as “originating”. This will however also be extended 
to components made in the EU (known as extended 
cumulation). From an EU perspective however, and as long as 

the EU does not agree on the same principle, Japanese and UK 
components will not qualify as originating components in the 

respective EU-UK and EU-Japan FTAs. This is unlikely to occur 
as this would give the UK a competitive advantage in the EU-
UK trading relationship. 

 
The 55% threshold for originating material to be utilised to 

benefit from preferential access negotiated in the EU-Japan 
trade deal would remain unaltered, although an analysis 
before the text’s official publication echoed that this threshold 

would have been lowered to 50%. 
 

As for the Tariff Rate Quota, negotiators on both sides decided 
that the volume unused by the EU in the previous year will be 
allocated to the UK. This will be important for producers of 

food products such as cheese. 
 

For other customs related areas, negotiators reached a 
consensus on Geographical Indications based on the existing 
EPA provisions. 

 
Finally, negotiators also agreed on a mutual recognition of 

conformity assessments for industrial products. The latter 
means that assessments realised by authorities in Japan will 
be recognised by UK authorities, and vice-versa. 

 

What does it mean for you? 

Given the above, companies are invited to assess the impact 
of the Agreement on their supply chain (i.e. check whether 

their trade flows would be covered by the extended cumulation 
rule of the new CEPA). By doing so, companies will be able to 

determine whether they can still benefit from preferential 
access to the UK or Japan markets for products including 
components from these two countries or from the EU. 
 

Deloitte’s Global Trade Advisory specialists are part of a global 
network of professionals who can provide specialised 
assistance to companies in global trade matters. Our 

professionals help companies seeking to manage the impacts 
of the developments described above. 
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Access the latest global and regional tax and trade 
news, information, and resources from Deloitte 
tax@hand, a digital platform designed for global tax 

and trade professionals, available anytime, on any 
device, at www.deloitte.com/taxathand 

 
 
 

Consult the Global Trade Advisory Alert archive 
providing an overview of the latest alerts from the 

previous 12 months on deloitte.com 
 

 
 

Read the monthly Global Indirect Tax Newsletter 
summarising the latest developments for VAT, GST, 

sales tax, and global trade around the globe 
on deloitte.com  
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