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AGREEMENT ON IMPLEMENTATION OF ARTICLE VII
OF THE GENERAL AGREEMENT ON TARIFFS AND TRADE 1994

GENERAL INTRODUCTORY COMMENTARY

I. The primary basis for customs value under this Agreement is “transaction value” as defined
in Article 1. Article 1 is to be read together with Article 8 which provides, inter alia, for adjustments
to the price actually paid or payable in cases where certain specific elements which are considered
to form a part of the value for customs purposes are incurred by the buyer but are not included in the
price actually paid or payable for the imported goods. Article 8 also provides for the inclusion in the
transaction value of certain considerations which may pass from the buyer to the seller in the form
of specified goods or services rather than in the form of money. Articles 2 through 7 provide methods
of determining the customs value whenever it cannot be determined under the provisions of Article 1.

2. Where the customs value cannot be determined under the provisions of Article 1 there should
normally be a process of consultation between the customs administration and importer with a view
to arriving at a basis of value under the provisions of Article 2 or 3. It may occur, for example, that
the importer has information about the customs value of identical or similar imported goods which
is not immediately available to the customs administration in the port of importation. On the other
hand, the customs administration may have information about the customs value of identical or similar
imported goods which is not readily available to the importer. A process of consultation between the
two parties will enable information to be exchanged, subject to the requirements of commercial
confidentiality, with a view to determining a proper basis of value for customs purposes.

3. Articles 5 and 6 provide two bases for determining the customs value where it cannot be
determined on the basis of the transaction value of the imported goods or of identical or similar imported
goods. Under paragraph 1 of Article 5 the customs value is determined on the basis of the price at
which the goods are sold in the condition as imported to an unrelated buyer in the country of importation.
The importer also has the right to have goods which are further processed after importation valued
under the provisions of Article 5 if the importer so requests. Under Article 6 the customs value is
determined on the basis of the computed value. Both these methods present certain difficulties and
because of this the importer is given the right, under the provisions of Article 4, to choose the order
of application of the two methods.

4. Article 7 sets out how to determine the customs value in cases where it cannot be determined
under the provisions of any of the preceding Articles.

Members,
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Having regard to the Multilateral Trade Negotiations;
Desiring to further the objectives of GATT 1994 and to secure additional benefits for the

international trade of developing countries;

Recognizing the importance of the provisions of Article VII of GATT 1994 and desiring to
elaborate rules for their application in order to provide greater uniformity and certainty in their
implementation;

Recognizing the need for a fair, uniform and neutral system for the valuation of goods for customs
purposes that precludes the use of arbitrary or fictitious customs values;

Recognizing that the basis for valuation of goods for customs purposes should, to the greatest
extent possible, be the transaction value of the goods being valued;

Recognizing that customs value should be based on simple and equitable criteria consistent
with commercial practices and that valuation procedures should be of general application without
distinction between sources of supply;

Recognizing that valuation procedures should not be used to combat dumping;

Hereby agree as follows:

PARTI

RULES ON CUSTOMS VALUATION

Article 1
1. The customs value of imported goods shall be the transaction value, that is the price actually

paid or payable for the goods when sold for export to the country of importation adjusted in accordance
with the provisions of Article 8, provided:

(a) that there are no restrictions as to the disposition or use of the goods by the buyer other
than restrictions which:

(0] are imposed or required by law or by the public authorities in the country of
importation;

(i) limit the geographical area in which the goods may be resold; or
(ili)  do not substantially affect the value of the goods;

®) that the sale or price is not subject to some condition or consideration for which a value
cannot be determined with respect to the goods being valued;
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that no part of the proceeds of any subsequent resale, disposal or use of the goods by
thebuyer will accruedirectly or indirectly to the seller, unless an appropriate adjustment
can be made in accordance with the provisions of Article 8; and

that the buyer and seller are not related, or where the buyer and seller are related,
that the transaction value is acceptable for customs purposes under the provisions of
paragraph 2.

In determining whether the transaction value is acceptable for the purposes of
paragraph 1, the fact that the buyer and the seller are related within the meaning of
Article 15 shall not in itself be grounds for regarding the transaction value as
unacceptable. In such case the circumstances surrounding the sale shall be examined
and the transaction value shall be accepted provided that the relationship did not
influence the price. If, in the light of information provided by the importer or
otherwise, the customs administration has grounds for considering that the relationship
influenced the price, it shall communicate its grounds to the importer and the importer
shall be given a reasonable opportunity to respond. If the importer so requests, the
communication of the grounds shall be in writing.

In a sale between related persons, the transaction value shall be accepted and the goods
valued in accordance with the provisions of paragraph 1 whenever the importer
demonstrates that such value closely approximates to one of the following occurring
at or about the same time:

(i) the transaction value in sales to unrelated buyers of identical or similar goods
for export to the same country of importation;

(ii) the customs value of identical or similar goods as determined under the
provisions of Article 5;

(iii)  the customs value of identical or similac goods as determined under the
provisions of Article 6;

In applying the foregoing tests, due account shall be taken of demonstrated differences
in commercial levels, quantity levels, the elements enumerated in Article 8 and costs
incurred by the seller in sales in which the seller and the buyer are not related that
are not incurred by the seller in sales in which the seller and the buyer are related.

The tests set forth in paragraph 2(b) are to be used at the initiative of the importer
and only for comparison purposes. Substitute values may not be established under
the provisions of paragraph 2(b).
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Article 2

If the customs value of the imported goods cannot be determined under the provisions
of Article 1, the customs value shall be the transaction value of identical goods sold
for export to the same country of importation and exported at or about the same time
as the goods being valued.

In applying this Article, the transaction value of identical goods in a sale at the same
commercial level and in substantially the same quantity as the goods being valued shall
be used to determine the customs value. Where no such sale is found, the transaction
value of identical goods sold at a different commercial level and/or in different
quantities, adjusted to take account of differences attributable to commercial level and/or
to quantity, shall be used, provided that such adjustments can be made on the basis
of demonstrated evidence which clearly establishes the reasonableness and accuracy
of the adjustment, whether the adjustment leads to an increase or a decrease in the
value.

2. Where the costs and charges referred to in paragraph 2 of Article 8 are included in the transaction
value, an adjustment shall be made to take account of significant differences in such costs and charges
between the imported goods and the identical goods in question arising from differences in distances
and modes of transport.

3. If, in applying this Article, more than one transaction value of identical goods is found, the
lowest such value shall be used to determine the customs value of the imported goods.

®)

Article 3

If the customs value of the imported goods cannot be determined under the provisions
of Articles 1 and 2, the customs value shall be the transaction value of similar goods
sold for export to the same country of importation and exported at or about the same
time as the goods being valued.

In applying this Article, the transaction value of similar goods in a sale at the same
commercial level and in substantially the same quantity as the goods being valued shall
be used to determine the customs value. Where no such sale is found, the transaction
value of similar goods sold at a different commercial level and/or in different quantities,
adjusted to take account of differences attributable to commercial level and/or to
quantity, shall be used, provided that such adjustments can be made on the basis of
demonstrated evidence which clearly establishes the reasonableness and accuracy of
the adjustment, whether the adjustment leads to an increase or a decrease in the value.
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2. Where the costs and charges referred to in paragraph 2 of Article 8 are included in the transaction
value, an adjustment shall be made to take account of significant differences in such costs and charges
between the imported goods and the similar goods in question arising from differences in distances
and modes of transport.

3. If, in applying this Article, more than one transaction value of similar goods is found, the lowest
such value shall be used to determine the customs value of the imported goods.

Article 4

If the customs value of the imported goods cannot be determined under the provisions of
Articles 1, 2 and 3, the customs value shall be determined under the provisions of Article 5 or, when
the customs value cannot be determined under that Article, under the provisions of Article 6 except
that, at the request of the importer, the order of application of Articles 5 and 6 shall be reversed.

Article 5

If the imported goods or identical or similar imported goods are sold in the country
of importation in the condition as imported, the customs value of the imported goods
under the provisions of this Article shall be based on the unit price at which the imported
goods or identical or similar imported goods are so sold in the greatest aggregate
quantity, at or about the time of the importation of the goods being valued, to persons
who are not related to the persons from whom they buy such goods, subject to
deductions for the following:

@) either the commissions usually paid or agreed to be paid or the additions usually
made for profit and general expenses in connection with sales in such country
of imported goods of the same class or kind;

(ii) the usual costs of transport and insurance and associated costs incurred within
the country of importation;

(iii)  whereappropriate, the costs and charges referred to in paragraph 2 of Article 8;
and

@iv) the customs duties and other national taxes payable in the country of importation
by reason of the importation or sale of the goods.

®) If neither the imported goods nor identical nor similar imported goods are sold at or
about the time of importation of the goods being valued, the customs value shall, subject
otherwise to the provisions of paragraph 1(a), be based on the unit price at which the
imported goods or identical or similar imported goods are sold in the country of
importation in the condition as imported at the earliest date after the importation of
the goods being valued but before the expiration of 90 days after such importation.

RER



R KR
QRACHK
SR SANp::
W
E<IR
SEERE
Eaw K
Ao 4 )Y

B O

FE<ERR S MEHR S A0 QBE L0 5 VK Iee°
N E<IE EEESNEEIERC S e0 R B<0 s HE KBV E<HEOE<HL R 5 VEHRW
RESRERRE M E<HREIRT V0T E<IROKREER F<ERR RLEHREW
SRE HT SRV O Bk i 5 FR S Mt 12 IE-K © Izl I R0 < 4V @ BE LI 5
0% ) QIR B RS EH N 4 oZ B S L EEXD — T R BRI o o B 2 BT 00 0
HRICKK
= 1) QYO RM L 4 SE< MR BORER QKN SHKEENM 5 Vi IBRIEFE KOREY
SO WiV pre®

(a)

F<IR O i S 8 LUK 30 L LIS O FH Vv QR BH L¥ofIE

(b)

EFESLE<ESCEHHC il 4 oF<H ¢ FHC LA REHu S IR R 5 17 3MH
[N © HE3E 12 MEHOE 4 5 0 FORERXSD | SR S Iz 8 1 M poo

T WeFRIKNORIYL 4 o BRH R KE - o REREEQ IR L2 8 5 VEGEER IR0 ¢ s ¢ Y
(& 14223

N SHhCORHEY EBEFORNON Y MEOERHLMMH M S SRR EREEY QS
£ RE0RINEMI Q 18 BT O BIRIK A0 1) VB OX BEREO WV BI085° 90 07§
<ERQFE<HOMEL" 1) QST 4 CFBEEF KM 2L NE<IT S g 4 o0 g
HHEFE O S 7 AMINEHEN S EE A VO E 2R 5 MEERMVIT O VR P00 ) QIIR RS VY
E<EBRCE<HESIMERTHEC H O R RSB oK & LEE QIR e ) VXDITINE O H
SRERERHINDO A RO 5 1) ARREEA 00°

|-k

BB L 4 oF < O BBES WK M0 ) VR DK SHR Y S<IECHRER
) QBNOHRIDR+EH R » RUKOIREH D LI 00 | WP LBPremid 4o E<
EROFE<H L 5 W <HPEHLE Ik — & 230 5 Wik tore®

N OKOBRHE E<ESCHKEEFOKNT KOEEHRMT S PR MRS

S E<UROE<HLR S Vi S LIRS MNE<HE L 00 o RIREE
=)

S EREECHQNERNS! |OEEQ 0SS &KW ROERFQUEL 0 5 VIS 0F

R0

2. If neither the imported goods nor identical nor similar imported goods are sold in the country
of importation in the condition as imported, then, if the importer so requests, the customs value shall
be based on the unit price at which the imported goods, after further processing, are sold in the greatest
aggregate quantity to persons in the country of importation who are not related to the persons from
whom they buy such goods, due allowance being made for the value added by such processing and
the deductions provided for in paragraph 1(a).

Article 6

1 The customs value of imported goods under the provisions of this Article shall be based on
a computed value. Computed value shall consist of the sum of:

(a) the cost or value of materials and fabrication or other processing employed in producing
the imported goods;

®) an amount for profit and general expenses equal to that usually reflected in sales of
goods of the same class or kind as the goods being valued which are made by producers
in the country of exportation for export to the country of importation;

(c) the cost or value of all other expenses necessary to reflect the valuation option chosen
by the Member under paragraph 2 of Article 8.

2. No Member may require or compel any person not resident in its own territory to produce
for examination, or to allow access to, any account or other record for the purposes of determining
a computed value. However, information supplied by the producer of the goods for the purposes of
determining the customs value under the provisions of this Article may be verified in another country
by the authorities of the country of importation with the agreement of the producer and provided they
give sufficient advance notice to the government of the country in question and the latter does not object
to the investigation.

Article 7
1. If the customs value of the imported goods cannot be determined under the provisions of
Articles 1 through 6, inclusive, the customs value shall be determined using reasonable means consistent

with the principles and general provisions of this Agreement and of Article VII of GATT 1994 and
on the basis of data available in the country of importation.

2. No customs value shall be determined under the provisions of this Article on the basis of:
@) the selling price in the country of importation of goods produced in such country;

®) a system which provides for the acceptance for customs purposes of the higher of two
alternative values;
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©) the price of goods on the domestic market of the country of exportation;
) the cost of production other than computed values which have been determined for
identical or similar goods in accordance with the provisions of Article 6;
(e) the price of the goods for export to a country other than the country of importation;
) minimum customs values; or
(8 arbitrary or fictitious values.
3. If the importer so requests, the importer shall be informed in writing of the customs value

determined under the provisions of this Article and the method used to determine such value.

Article 8

1. In determining the customs value under the provisions of Article 1, there shall be added to
the price actually paid or payable for the imported goods:

@

®)

the foliowing, to the extent that they are incurred by the buyer but are not included
in the price actually paid or payable for the goods:
@i commissions and brokerage, except buying commissions;

(ii) the cost of containers which are treated as being one for customs purposes with
the goods in question;

(iii)  the cost of packing whether for labour or materials;
the value, apportioned as appropriate, of the following goods and services where
supplied directly or indirectly by the buyer free of charge or at reduced cost for use

in connection with the production and sale for export of the imported goods, to the
extent that such value has not been included in the price actually paid or payable:

(0] materials, components, parts and similar items incorporated in the imported
goods;

(ii) tools, dies, moulds and similar items used in the production of the imported
goods;

(iii)  materials consumed in the production of the imported goods;
@iv) engineering, development, artwork, design work, and plans and sketches

undertaken elsewhere than in the country of importation and necessary for the
production of the imported goods;
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() royalties and licence fees related to the goods being valued that the buyer must pay,
either directly or indirectly, as a condition of sale of the goods being valued, to the
extent that such royalties and fees are not included in the price actually paid or payable;

) the value of any part of the proceeds of any subsequent resale, disposal or use of the
imported goods that accrues directly or indirectly to the seller.

2. In framing its legislation, each Member shall provide for the inclusion in or the exclusion from
the customs value, in whole or in part, of the following:

(a) the cost of transport of the imported goods to the port or place of importation;

®) loading, unloading and handling charges associated with the transport of the imported
goods to the port or place of importation; and

©) the cost of insurance.

3. Additions to the price actually paid or payable shall be made under this Article only on the
basis of objective and quantifiable data.

4. No additions shall be made to the price actually paid or payable in determining the customs
value except as provided in this Article.

Article 9

1. Where the conversion of currency is necessary for the determination of the customs value,
the rate of exchange to be used shall be that duly published by the competent authorities of the country
of importation concerned and shall reflect as effectively as possible, in respect of the period covered
by each such document of publication, the current value of such currency in commercial transactions
in terms of the currency of the country of importation.

2. The conversion rate to be used shall be that in effect at the time of exportation or the time
of importation, as provided by each Member.

Article 10

All information which is by nature confidential or which is provided on a confidential basis
for the purposes of customs valuation shall betreated as strictly confidential by the authorities concerned
who shall not disclose it without the specific permission of the person or government providing such
information, except to the extent that it may be required to be disclosed in the context of judicial
proceedings.
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Article 11
L. The legislation of each Member shall provide in regard to a determination of customs value
for the right of appeal, without penalty, by the importer or any other person liable for the payment
of the duty.
2, An initial right of appeal without penalty may be to an authority within the customs administration

or to an independent body, but the legislation of each Member shall provide for the right of appeal
without penalty to a judicial authority.

3. Notice of the decision on appeal shall be given to the appellant and the reasons for such decision
shall be provided in writing. The appeliant shall also be informed of any rights of further appeal.
Article 12

Laws, regulations, judicial decisions and administrative rulings of general application giving
effect to this Agreement shall be published in conformity with Article X of GATT 1994 by the country
of importation concerned.

Article 13

If, in the course of determining the customs value of imported goods, it becomes necessary
to delay the final determination of such customs value, the importer of the goods shall nevertheless
be able to withdraw them from customs if, where so required, the importer provides sufficient guarantee
in the form of a surety, a deposit or some other appropriate instrument, covering the ultimate payment
of customs duties for which the goods may be liable. The legislation of each Member shall make
provisions for such circumstances.

Article 14

The notes at Annex I'to this Agreement form an integral part of this Agreement and the Articles
of this Agreement are to be read and applied in conjunction with their respective notes. Annexes II
and I also form an integral part of this Agreement.

Article 15

1. In this Agreement:

(a) "customs valueof imported goods” means the value of goods for the purposes of levying
ad valorem duties of customs on imported goods;

() “country of importation” means country or customs territory of importation; and

© ..v_.cmrn&._ includes grown, manufactured and mined.
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2. In this Agreement:

@) “identical goods" means goods which are the same in all respects, including physical
characteristics, quality and reputation. Minor differences in appearance would =2
preclude goods otherwise conforming to the definition from being regarded as id ;

() "similar goods™ means goods which, although not alike in all respects, have like
characteristics and like component materials which enable them to perform the same
functions and to be commercially interchangeable. The quality of the goods, their
reputation and the existence of a trademark are among the factors to be considered
in determining whether goods are similar;

© the terms "identical goods™ and "similar goods™ do not include, as the case may be,
goods which incorporate or reflect engineering, development, artwork, design work,
and plans and sketches for which no adjustment has been made under paragraph 1(b)(iv)
of Article 8 because such elements were undertaken in the country of importation;

) goods shall not be regarded as "identical goods™ or “similar goods” unless they were
produced in the same country as the goods being valued;

(e) goods produced by a different person shall be taken into account only when there are
no identical goods or similar goods, as the case may be, produced by the same person
as the goods being valued.

3. In this Agreement "goods of the same class or kind" means goods which fall within a group
or range of goods produced by a particular industry or industry sector, and includes identical or similar
goods.

4. For the purposes of this Agreement, persons shall be deemed to be related only if:

(a) they are officers or directors of one another’s businesses;

®) they are legally recognized partners in business;

©) they are employer and employee;

@ any person directly or indirectly owns, controls or holds 5 per cent or more of the
outstanding voting stock or shares of both of them;

(e) one of them directly or indirectly controls the other;
) both of them are directly or indirectly controlied by a third person;
® together they directly or indirectly control a third person; or

) they are members of the same family.





