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5. Persons who are associated in business with one another in that one is the sole agent, sole
distributor or sole concessionaire, however described, of the other shall be deemed to be related for
the purposes of this Agreement if they fall within the criteria of paragraph 4.

Article 16

Upon written request, the importer shall have the right to an explanation in writing from the
customs administration of the country of importation as to how the customs value of the importer’s
goods was determined.

Article 17

Nothing in this Agreement shall be construed as restricting or calling into question the rights
of customs administrations to satisfy themselves as to the truth or accuracy of any statement, document
or declaration presented for customs valuation purposes.

PART 11

ADMINISTRATION, CONSULTATIONS AND DISPUTE SETTLEMENT

Article 18
Institutions

1. There is hereby established a Committee on Customs Valuation (referred to in this Agreement
as "the Committee”) composed of representatives from each of the Members. The Committee shall
electits own Chairman and shall normally meet once a year, or as is otherwise envisaged by the refevant
provisions of this Agreement, for the purpose of affording Members the opportunity to consult on matters
relating to the administration of the customs valuation system by any Member as it might affect the
operation of this Agreement or the furtherance of its objectives and carrying out such other
es as may be assigned to it by the Members. The WTO Secretariat shall act as the secretariat
to the Committee.

2. There shall be established a Technical Committee on Customs Valuation (referred to in this
Agreement as "the Technical Committee”) under the auspices of the Customs Co-operation Council
(referced to in this Agreement as “the CCC"), which shall carry out the responsibilities described in
Annex IT'to this Agreement and shall operate in accordance with the rules of procedure contained therein.

Article 19

Consultations and Dispute Settlement

R
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1. Except as otherwise provided herein, the Dispute Settlement Understanding is applicable to
consultations and the settlement of disputes under this Agreement.

2. If any Member considers that any benefit accruing to it, directly or indirectly, under this
Agreement is being nullified or impaired, or that the achievement of any objective of this Agreement
is being impeded, as a result of the actions of another Member or of other Members, it may, with
aview to reaching a mutually satisfactory solution of this matter, request consultations with the Member
or Members in question. Each Member shall afford sympathetic consideration to any request from
another Member for consultations.

3. The Technical Committee shall provide, upon request, advice and assi to Memb
in consultations.

4. At the request of a party to the dispute, or on its own initiative, a panel established to examine
a dispute relating to the provisions of this Agreement may request the Technical Committee to carry
out an examination of any questions requiring technical consideration. The panel shall determine the
terms of reft of the Technical Cc for the particular dispute and set a time period for receipt
of the report of the Technical Committee. The panel shall take into consideration the report of the
Technical Committee. In the event that the Technical Committee is unable to reach consensus on a
matter referred to it pursuant to this paragraph, the panel should afford the parties to the dispute an
opportunity to present their views on the matter to the panel.

5. Confidential information provided to the pane! shall not be disclosed without formal authorization
from the person, body or authority providing such information. Where such information is requested
from the panel but release of such information by the panel is not authorized, anon-confidential summary
of this information, authorized by the person, body or authority providing the information, shall be
provided.

PART IIl

SPECIAL AND DIFFERENTIAL TREATMENT

Article 20

1. Developing country Members not party to the Agreement on Implementation of Article VII
of the General Agreement on Tariffs and Trade done on 12 April 1979 may delay application of the
provisions of this Agreement for a period not exceeding five years from the date of entry into force
of the WTO Agreement for such Members. Developing country Members who choose to delay
lication of this Ag shall notify the Director-General of the WTO accordingly.

1 '

2. In addition to paragraph 1, d ping country M s not party to the Agreement on
Implementation of Article VII of the General Agreement on Tariffs and Trade done on 12 April 1979
may delay application of paragraph 2(b)(iii) of Article 1 and Article 6 for a period not exceeding three
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years following their application of all other provisions of this Agr Developing country Memb
that choose to delay application of the provisions specified in this paragraph shall notify the Director-
General of the WTO accordingly.

3. Developed country Members shall furnish, on mutually agreed terms, technical assistance to
developing country Members that so request. On this basis developed country Members shall draw
up programmes of technical assistance which may include, inter alia, training of personnel, assistance
in preparing implementation measures, access to sources of information regarding customs valuation
methodology, and advice on the application of the provisions of this Agreement.

PART IV

FINAL PROVISIONS

Article 21
Reservations
Reservations may not be entered in respect of any of the provisions of this Agreement without
the consent of the other Members.
Article 22
National Legislation
1. Each Member shall ensure, not later than the date of application of the provisions of this
Agreement for it, the conformity of its laws, regulations and administrative procedures with the
provisions of this Agreement.
2. Each Member shall inform the Committee of any changes in its laws and regulations relevant
to this Agreement and in the administration of such laws and regulations.
Article 23
Review
The Committee shall review annually the implementation and operation of this Agreement taking
into account the objectives thereof. The Committee shall annually inform the Council for Trade in
Goods of developments during the period covered by such reviews.
Article 24
Secretariat
This Agreement shall be serviced by the WTO Secretariat except in regard to those

responsibilities specifically assigned to the Technical Committee, which will be serviced by the CCC
Secretariat.

Rpd
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ANNEX I
INTERPRETATIVE NOTES
General Note
Sequential Application of Valuation Methods

1. Articles 1 through 7 define how the customs value of imported goods is to be determined under
the provisions of this Agreement. The methods of valuation are set out in a sequential order of
application. The primary method for customs valuation is defined in Article I and imported goods
are to be valued in accordance with the provisions of this Article whenever the conditions prescribed
therein are fulfilled.

2. Where the customs value cannot be determined under the provisions of Article 1, it is to be
determined by proceeding sequentially through the succeeding Articles to the first such Article under
which the customs value can be determined. Except as provided in Article 4, it is only when the customs
value cannot be determined under the provisions of a particular Article that the provisions of the next
Atrticle in the sequence can be used.

3. If the importer does not request that the order of Articles 5 and 6 be reversed, the normal order
of the sequence is to be followed. If the importer does so request but it then proves impossible to
determine the customs value under the provisions of Article 6, the customs value is to be determined
under the provisions of Article 5, if it can be so determined.

4. Where the customs value cannot be determined under the provisions of Articles 1 through 6
it is to be determined under the provisions of Article 7.

Use of Generally Accepted Accounting Principles

L. "Generally accepted accounting principles” refers to the recognized consensus or substantial
authoritative support within a country at aparticular time as to which economic resources and obligations
should be recorded as assets and liabilities, which changes in assets and liabilities should be recorded,
how the assets and liabilities and changes in them should be measured, what information should be
disclosed and how it should be disclosed, and which financial statements should be prepared. These
standards may be broad guidelines of general application as well as detailed practices and procedures.
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2. For the purposes of this Agreement, the customs ad ation of each Member shall utilize
information prepared in amanner consistent with generally accepted accounting principles inthe country
which is appropriate for the Article in question. For example, the determination of usual profit and
general expenses under the provisions of Article 5 would be carried out utilizing information prepared
in 2 manner consistent with generally accepted accounting principles of the country of importation.
On the other hand, the determination of usual profit and general expenses under the provisions of
Article 6 would be carried out utilizing information prepared in a manner consistent with generally
accepted accounting principles of the country of production. As a further example, the determination
of an element provided for in paragraph 1(b)(ii) of Article 8 undertaken in the country of importation
would be carried out utilizing information in a manner.consistent with the generally accepted accounting
principles of that country.

Note 10 Article 1
Price Actually Paid or Payable

1. The price actually paid or payable is the total payment made or to be made by the buyer to
or for the benefit of the seller for the imported goods. The payment need not necessarily take the form
of a transfer of money. Payment may be made by way of letters of credit or negotiable instruments.
Payment may be made directly or indirectly. Anexample of an indirect payment would be the settlement
by the buyer, whether in whole or in part, of a debt owed by the seller.

2. Activities undertaken by the buyer on the buyer’s own account, other than those for which
an adjustment is provided in Article 8, are not considered to be an indirect payment to the seller, even
though they might be regarded as of benefit to the seller. The costs of such activities shall not, therefore,
be added to the price actually paid or payable in determining the customs value.

3. The customs value shall not include the following charges or costs, provided that they are
distinguished from the price actually paid or payable for the imported goods:

(a) charges for construction, erection, bly, mai e or technical
undertaken after importation on imported goods such as industrial plant, machinery
or equipment;

) the cost of transport after importation;
(©) duties and taxes of the country of importation,

4. The price actually paid or payable refers to the price for the imported goods. Thus the flow

RPR



EEORH

QRN O BANIR6 ¢ VE<IRVREQC L 200 HEEFRBYINLI S

R | ST ECRHUER
<SG EE L IR RS i 3 5 BELE IRIK MR 8 X B IGER 10 ¢ QUG
B B IS QIR RN LR OW R v+ -8
RORE 0 BRI 00 U - 0 BRIR i 0 52 000
R | S OBELRED
i E<ESOBIRNY B EE R ROV E<IR O REFC KWK TR e R 0L W 5 omiqn
1 REED REREELHE N 508 Ui QISR M S KW

TR FEE N BN RIS 5 Q0T

200
T E<IS QMR O HIE O €O MEW -G <401 AN ORI REE<IHT S B
14er0mi4a

E<UR QPRI L EHR 0 R QMR Q HE N E< MR Q EE RO M 5 ol

(bl

(©

E<EEORIPR 1S Rl SIREITVIX DB 1 VKLV O W SHHRROE I 90 B <R
It 12 BE K o O MY @ 0 R M B Ao K X QIR U O 1 <IN Q BRI S
R
N 00 " EIR Q HHEIN IR L A oo R ITI0R Y 50000 2 SRR B S UXHIR KD

WRMBBOE5° B R | WORMOEEY F<H VRS RSO S Mh & HRMh 1284

LSOO 4 0 Y RS QIR RIS B0 50 B RIS NR N

F<UE S HBHR L EE - O HIER T 0 IR B 1R S E LR 9040 07 STRHDE 12 ol

Y BCREREL B R d NHGR L 4 o ER QIR IEKIu S W 08 5
R e RE LR
R FNOETROIORHEE v ErERRMETEL 0O IR S ROKEIRER 0S Y

e 5
N R | T QR RV R EEH O REK 12500 IR 1 IR RMOeKE N O 5 VERR?ER

SEDRBIOL S URD FRORERE<IEQEME IMFIVXE O S8 SR T BRER

BEBEBAO VNS B DRSNS 10 URIEA N 5107 0 U907 fRb-VEIh- VR K SR

R=<0

of dividends or other payments from the buyer to the seller that do not relate to the imported goods
are not part of the customs value.

Paragraph 1(a)(ii)

Among restrictions which would not render a price actually paid or payable unacceptable are
restrictions which do not substantially affect the value of the goods. An example of such restrictions
would be the case where a seller requires a buyer of automobiles not to sell or exhibit them prior to
a fixed date which represents the beginning of a model year.

Paragraph 1(b)

L If the sale or price is subject to some condition or consideration for which a value cannot be
determined with respect to the goods being valued, the transaction value shall not be acceptable for
customs purposes. Some examples of this include:

() the seller establishes the price of the imported goods on condition that the buyer will
also buy other goods in specified quantities;

®) the price of the imported goods is dependent upon the price or prices at which the buyer
of the imported goods sells other goods to the seller of the imported goods;

©) the price is established on the basis of a form of payment extraneous to the imported
goods, such as where the imported goods are semi-finished goods which have been
provided by the seller on condition that the seller will receive a specified quantity of
the finished goods.

2, However, conditions or considerations relating to the production or marketing of the imported
goods shail not result in rejection of the ion value. For ple, the fact that the buyer furnishes
the seller with engineering and plans undertaken in the country of importation shall not result in rejection
of the transaction value for the purposes of Article 1. Likewise, if the buyer undertakes on the buyer’s
own account, even though by agreement with the seller, activities relating to the marketing of the
imported goods, the value of these activities is not part of the customs value nor shall such activities
result in rejection of the transaction value.

Paragraph 2

1. Paragraphs 2(a) and 2(b) provide different means of establishing the acceptability of atransaction
value.

2. Paragraph 2(a) provides that where the buyer and the seller are related, the circumstances
surrounding the sale shall be examined and the transaction value shall be accepted as the customs value
provided that the relationship did not influence the price. It is not intended that there should be an

ination of the cir in all cases where the buyer and the seller are related. Such
examination will only be required where there are doubts about the acceptability of the price. Where
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the customs administration have no doubts about the acceptability of the price, it should be accepted
without requesting further information from the importer. For example, the customs administration
may have previously examined the relationship, or it may already have detailed information concerning
the buyer and the seller, and may already be satisfied from such examination or information that the
relationship did not influence the price.

3. Where the customs administration is unable to accept the transaction value without further inquiry,
it should give the importer an opportunity to supply such further detailed information as may be necessary
to enable it to examine the circumstances surrounding the sale. In this context, the customs
administration should be prepared to examine relevant aspects of the transaction, including the way
in which the buyer and seller organize their commercial relations and the way in which the price in
question was arrived at, in order to determine whether the relationship influenced the price. Where
it can be shown that the buyer and seller, although related under the provisions of Article 15, buy from
and sell to each other as if they were not related, this would demonstrate that the price had not been
influenced by the relationship. As an example of this, if the price had been settled in a manner consistent
with the normal pricing practices of the industry in question or with the way the seller settles prices
for sales to buyers who are not related to the seller, this would demonstrate that the price had not been
influenced by the relationship. As a further example, where it is shown that the price is adequate to
ensure recovery of all costs plus a profit which is representative of the firm’s overall profit realized
over a representative period of time (e.g. on an annual basis) in sales of goods of the same class or
kind. this would demonstrate that the price had not been influenced.

4. Paragraph 2(b) provides an opportunity for the importer to demonstrate that the transaction
value closely approximates to a "test” value previously pted by the dministration and
is therefore acceptable under the provisions of Article 1. Where a test under paragraph 2(b) is met,
it is not necessary to examine the question of influence under paragraph 2(a). If the customs
administration has already sufficient information to be satisfied, without further detailed inquiries, that
one of the tests provided in paragraph 2(b) has been met, there is no reason for it to require the importer
to demonstrate that the test can be met. In paragraph 2(b) the term “unrelated buyers” means buyers
who are not related to the seller in any particular case.
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Paragraph 2(b)

A number of factors must be taken into consideration in determining whether one value "closely
aprrovimates” te another value. These factors include the nature of the imported goods, the nature
of the industry itself, the season in which the goods are imported, and, whether the difference in value:
is commercially significant. Since these factors may vary from case to case, it-would be impossible
10 apply a uniform standard such as a fixed percentage, in each case. For example, a small difference
in value in a case involving one type of goods could be unacceptable while a large difference in a case
involving another type of goods might be acceptable indetermining whether the transaction value closely
approximates to the "test” values set forth in paragraph 2(b) of Article 1.

Note to Article 2

1. In applying Article 2, the customs administration shall, wherever possible, use asale of identical
goods at the same commercial level and in substantially the same quantities as the goods being valued.
Where no such sale is found, a sale of identical goods that takes place under any one of the following
three conditions may be used:

(a) a sale at the same commercial level but in different quantities:
o) a sale at a different commercial level but in substantially the same quantities. or
(c) a sale at a different commercial level and in different quantities.

2 Having found a sale under any one of these three conditions adjustments will then be made.

as the case may be, for:

(@) quantity factors only;
®) commercial level factors only; or
©) both commercial level and quantity factors.

3. The expression "and/or™ allows the flexibility to use the sales and make the necessary adjustments
in any one of the three conditions described above.

4. For the purposes of Article 2, the transaction value of identical imported goods means a customs
value, adjusted as provided for in paragraphs 1(b) and 2, which has already been accepted under
Article 1.

5. A condition for adjustment because of different commercial levels or different quantities is
that such adjustment, whether it leads to an increase or a decrease in the value, be made only on the
basis of demonstrated evidence that clearly establishes the reasonableness and accuracy of the adjustments,
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e.g. valid pricelists containing prices referring to different levels or different quantities. As an example
of this, if the imported goods being valued consist of a shipment of 10 units and the only identical
imported goods for which a transaction value exists involved a sale of 500 units, and it is recognized
that the seller grants quantity discounts, the required adjustment may be accomplished by resorting
to the seller’s price list and using that price applicable to a sale of 10 units. This does not require
that a sale had to have been made in quantities of 10 as long as the price list has been established as
being bona fide through sales at other quantities. In the absence of such an objective measure, however,
the determination of a customs value under the provisions of Article 2 is not appropriate.

Note to Article 3
1 Inapplying Article 3, the customs administration shall, wherever possible, use a sale of similar
goods at the same commercial level and in substantially the same quantities as the goods being valued.

Where no such sale is found, a sale of similar goods that takes place under any one of the following
three conditions may be used:

(a) a sale at the same commercial level but in different quantities;
®) a sale at a different commercial level but in substantially the same quantities; or
() a sale at a different commercial level and in different quantities.

2. Having found a sale under any one of these three conditions adjustments will then be made,
as the case may be, for:

() quantity factors only;
®) commercial level factors only; or
(c) both commercial level and quantity factors.

3. The expression "and/or" allows the flexibility to use the sales and make the necessary adjustments
in any one of the three conditions described above.

4. For the purpose of Article 3, the transaction value of similar imported goods means a customs
value, adjusted as provided for in paragraphs 1(b) and 2, which has already been accepted under
Article 1.

s. A condition for adjustment because of different commercial levels or different quantities is
that such adjustment, whether it leads to an increase or a decrease in the value, be made only on the
basis of demonstrated evidence that clearly establishes the reasonableness and accuracy of the adjustment,
e.g. valid price lists containing prices referring to different levels or different quantities. As an example
ofthis, if the imported goods being valued consist of a shipment of 10 units and the only similar imported

<



E O

B’ SIS RS Y S olR e S Y BREEC kel | o ESINR IS
HPEAQHO UBHIUS VRS & 07 HEHHRHIE L2 60T M 5 URTRS S0 BRI
TR © EESERE +HEHE O FH S 428 O B ITIR 0 £ 1 EIEWEE 5 MITr 1)U R A00° 40t 5407
WOEQRE ISR LEHC 0 QBHRWED VIINERK R TR0 € 180 VR B S el E
LI FHO NS OBIRATREVIDS SR IVRIeANHOD S QO R HBERIRES S
IRAON T RE I Q TRIN 1 6 OB O R M50
R © TRIN L2 R eI

— TEK O IRl BRI S LU O BHE | v E<IRIPR E<HL D eRROETRE RS
M IR Q1R © BRI 1 55 5 R © BIith 12 BSR40 52 1A 40 © K © BHREHE 1 RIQ 0 BB &
s

N R QEAOVE K MR E< O LB ERIER A 0K 0 40 B EER L 4 RS
EHR 0 R 10 IRGIR IR D0 2 r0°

R # £ EHRERR YERHE 1 © SRR
| #ENY  OfEml- (OO0 Wk | OEROSHI#E NV EE KH
|1 BEny HEERKE R4 | 1 EEvEE e
1R e RO NOHER | EXOHOREW | E <O

FIHOBEQ I Y QK O CEHIRIA L <+ 80 Q17 TEK O (Tia i B £ LV @ BER L
F-AU5E00°
m EEVOME BIRA ERREMELS OB 8030 | AmMOSHR YRR+ HEIHES
BE LI E RS | 1 EmMS SR Y 2 KR Q5 W EINEHA R R 0 S 0 BRUR 0
£10° UEELRRI MY FrHOBES QMK OREIRRIE LT 60 S 17 K 6 Ui v
Ry R LU @ FHERB S HA L0

= RHOEVOV L v QEEVE Y QRIEHREIRUS 0K o BRI O 5 0°

B # =

R<E

goods for which a transaction value exists involved a sale of 500 units, and it is recognized that the
seller grants quantity di the required adj may be accomplished by resorting to the seller’s
price list and using that price applicable to a sale of 10 units. This does not require that a sale had
to have been made in quantities of 10 as long as the price list has been established as being bona fide
through sales at other quantities. In the absence of such an objective measure, however, the
determination of a customs value under the provisions of Article 3 is not appropriate.

Note to Article 5

1. The term "unit price at which ... goods are sold in the greatest aggregate quantity" means the
price at which the greatest number of units is sold in sales to persons who are not related to the persons
from whom they buy such goods at the first commercial level after importation at which such sales
take place.

2. As an example of this, goods are sold from a price list which grants favourable unit prices
for purchases made in larger quantities.

Total quantity
Sale quantity Unit price Number of sales sold at each price
1-10 units 100 10 sales of § units 65
5 sales of 3 units
11-25 units 95 § sales of 11 units 55
over 25 units 90 1 sale of 30 units 80

1 sale of 50 units

The greatest number of units sold at a price is 80; therefore, the unit price in the greatest
aggregate quantity is 90.

3. As another example of this, two sales occur. In the first sale 500 units are sold at a price of
95 currency units each. In the second sale 400 units are sold at a price of 90 currency units each.
In this example, the greatest number of units sold at a particular price is 500; therefore, the unit price
in the greatest aggregate quantity is 95.

4. A third example would be the following situation where various quantities are sold at various
prices.

(a) Sales

Sale quantity Unit price





