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General Introductory Commentary

1. The primary basis for customs value under this Agreement is
"transaction value" s 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 vhere certain sﬁecific elements
vhich are considered.tv 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 to 7, ineclusive, 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 snd importer with e view to arriving at a basis of
value under the provisions of Articles 2 or 3. It may occur, for exampie,
that the importer has informaticn about thé customs value of identical or
similar imported goods which is not immediately available to the cusfoms
administration in the port of importation. On the other hand, the cﬁétoms
administration may have information about the customs value of identical or
similar importe@ goods which is not readily availdblg to the importer. A
process of consultation between the two parties will‘enable infﬁrmation to
be exchanged, subject to the requirements of commercial confidentislity,

with a view to determining a proper basis of value for customs purposes.
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3. Articles 5 and 6 provide tvo bases Pfor determining the cuetoms wvalue
vhere it cannot be determined on the bagis of ﬁhe.transaction value of the
imported goods or of identical or similar iﬁpmrted éoods..*Undér Article 5.1
the custéms:value is determined on the vasis of the price at which the goods
are sold in the conditibn és imported t> an wnrelated bﬁyer in the;éountry
of importation. The impdrter also has the right to hévengoods which.are
further processed after imﬁbrtation velued under the provisions of Article S
ir hé so requests. Under Article & the customs value is determined on the
basis of the computed value. Both these methéds presént certain difficulties
and because of fhis»the impdrter is given the right, under thé provisions of
Article 4, to choose the ofdef of application of the two methods.

4. Article T sets out how to determine the eustoms value in cases where it

cannot be determined under the provisions of any of the preceding Articles.
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Agrzement on Implementation of Article VII of the
General Agreement on Tariffs and Trade

PREAMBLE

The parties to this Agreement,

Desiring to further the objectives of the General Agreement on Tariffs
and Trade and to secure additional benefits for the international trade of
developing countries;

Recognizing the importance of the provisions of Article VII of the
General Agreement on Tariffs and Trade and desiring to elaborate rules for
their application in order to provide greater uniformity and certainty in
their implementation;

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

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

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

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

Hereby agree as tollows:
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PART I -~ RULES ON CUSTOMS VALUATION

Article 1

1. ‘The customs value of imported goodé shall be the transaction value, that
is the price actually'paid or payable for the goods when s0ld for export -
to the country of importation adjusted in accordanée wifh 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:

(i) are imposéd or required by law or by the public authorities
in the country of importation;

(ii) 1limit the geographical area in which the goods may be
resold; or

(iii) do not substantially affect the value of the goods;

(b) that the sale or price is not subject torsome condition or
consideration for which & value cannot be determined with respect
to the goods being velued;

(¢) that no part of the proceeds of any subsequent resale, disposal
or use of the goods by the buyer will adcrue‘directly or
indirectly to the seller, unless an appropriate adjusgment can be
made in accordance with the provisions of Article 8; and

(d) that the buyer an& 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 of this

Article.
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2. (a) In determining whether the transaction velue is acceptable for
the purposes of paragraph 1, the fact that the buyer and the
seller are related within the meaping of Article'15'shall not
in itself be grounds for regarding the transaction velue as
unacceptable. In such case the circumstances surrounding the
sale shall be examined and the transaction velue shall be
accepted provided thet 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 fhe relationship influenced the price, it shall communicate
its grounds to the importer and he shall be given a reasonsble
opportunity to respond. If the importer so réQuesfs, the communi-
cation of the grouhds ghall be in writing.

(b) In a sale between related persons, the fiansaction value shall

be acéeﬁted and the goods valued in accordance with the provisions

of paragreph 1 whenever the importer demonstrates that such value

closely approximates to one of the following occurring st or about
the same time:

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

(ii) the customs value of idemtical or similar goods as determined

under the provisions of Article 5;
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{c)

Article 2

(a)

(iii) the customs velue of identical or similar goods as

determined under the provisions of Article 63
(iv) the transaction value in s#les to unrelated buyers for

export to the same countrj of importation of goods which

would be identicel to the imported goods ekcept for hsving &
different country of production provided that the sellers in
any two transactions being compared are not related.

In epplying the foregoing tests, due account shall be takenof
demonstrated differences in commercisl levels, quasntity levels,
the elements enumerated in Article 8, and costs incurred by the
seller in sales in which he and the buyer are not related that are
not incu;red by the seller in sales in which he and the buyer are
related.

The tests set forth in paragraph 2(b) ere %o be used &t the
initiative of the impprter and only for comparison purposes.
Subsfitute values may not be established under the provisions of

paeragraph 2(b).

if the customs value of the impofted goods cannot be.determined
under the provisions of Articie 1, the customs value shell be the
transaction value of identical goods sold for export to the same
country of importastion and exported at or about the same tine as

the goods being valued.
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(b) In spplying this Avticle, 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 shail be used to deter-
mine the customs value. Where no such sale is found, the transac-
tion value of identical goods sold at a different commercial level
and/or in different quantities shall be used, adjusted to take
account of differences attributable to commercial level and/or to
quantity, provided that such adjustments can be made on the basis
of demonstrated evidence which clearly establishes the re&sonable-
ness and accuracy of the adjustment, whether the adjustment leads
to an incrense or a decrease in the value.

2. Where the costs and charges referred to in Article 8.2 are included in

the transactién value, an edjustment shall be made to take account of signifi-

canﬁ differences in suck 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 |

1. (&) 1If the customs value of the imported goods cannct 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 eiportedrat or about the same time

as the goods being valued,
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(b) In applying this Article, the tremsaction value of similar goods
in a sale at the same commercial level and in substantially the
salte quantity as the goods being»valued shall be used to determine
the customs velue. Where no such sale is found, theltransaction
value of similar goods sold at a different commercial level and/or
in differeﬂb'quantities shall be used, adjusted to take account of
differences attributeble to commercial level and/or to quantity,
provided that such adjustments can be made on the basis of demon-
strated evidence which clearly establishes the reasonableness end
accuracy of the adjustment, whether the adjustment leads to an
increese or a decrease in the value.
2. Where the costs and éharges referred to in Article 8.2 are included in
the transaétion valué, an adjustment shall be made to take account of signifi—
cant differences in such costs and chérges betveen 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‘i, 2 and 3,the customs value shall be determined
under the provisions of Artiele 5 or, whén the cus£oms value cannot be
determined undef'that.Article, under the prbﬁisions of Article 6 except that,
at the request of the importer, the order of application of Articles S and 6

shall be reversed,
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Article S

1.

{a) If the imported goods or identical or similar imported goods are
sold in the country of importation in the corndition 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 identicel
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:

(i) either the comissions 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 transéort and insurance and asscciated

costs incurred within the country of importation;

(iii) where appropriate, the costs and charges referred to in

Article 8.2,

(iv) the customs duties and other national taxes peyable in the

countyy of importation by reason of the importation or sale of

the goods, |
(b) If neither the imported goods nor identical nor similar imported
goods are sold at or about the time of importation of the goods being
vé.lued9 the customs value shall,'subject'otherwise to the provisions of
paragraph 1(a) of this Arficle, be baSeé on the unit price at which the
imported gqods or identicel or similar imported gobds 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 ninety days after such importation.
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2. If neither the imported goods nor identicsl nor similar imported goods
are sold in the country ér imp&rt&tion 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 furtheprrocessing; are sold in the
greaxesf aggregate quantity to persoms 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 end the deductions pro-
vided for in paragraph 1(a) of this Article.

Axticle 6

1. The customs value of imported goods under the provisions of thie Article
shall be based on a computed value. Computed value shall consist of the
su 6f:

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

(t) en amount for profit and general expenses equal to that usually
reflected in sales of goods of the saﬁe class or kind as the goods
being valued which are made by prcducers in the country of expor-
tation for export to the country of importation; |

(¢) the cost or value of all cther expenses necessary to reflect the
valuation option éhosén by the party under Article 8.2,

2. No party may require or compel any person not resident in its own terri-
tory to produce for examinstion, or to allow access to, any account oy other
record fof the purposes of determining a computed value. Hoﬁeﬁer, information

supplied by the producer of the goods for the purposes of determﬂning the



MIN/NTM/W/229
Page 9

customs value under the provisions of this Article may be verified in

another country by the authorities of the gbuntry of importation with the

agreement of the producer and provided they give sufficient advanéé}notice
to the government of the country in question and the‘iatter does notrobject
to the investigation.

Article T

1. If the customs walue of the imported goods cannot be determined under

the provisions of Articles 1 to 6, inclusive, the customs: value shall be

determined usiqg reascnable means consisteht ﬁith the principles and.general
provisions of this Agreement and of Article VII of the General Agreemenf on

Tariffs and Trade, hereinafter referred to as the.GATT, and on the basis of

data available in the country of impprfation.

2.  No customs velue shall be determined under the provisions of this

Article on the basis of:

(a) the selling price in the country of importation of goods produced
in such country;

(b) a system which provides for the acceptance for customs purposes of

the higher of two alternative values;

(e the pfibe of goods on the domeétic market of the country of
exportation;

(1) +the cost of production other than computed values which have been
determinéd 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;
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(£) minimum customs values;

(g) arbitrary or fictitious values.

3. . If he so requests, the importér shall be informed in writing of the
customs value determined undeé‘the provisions of this Article and the method
used %o deterﬁine such value.

Article 8

1, In‘deterﬁining the customs value under the provisions of Article 1, there
shall be added to the price actually paid or payable for the imported goodsﬁ

{a) the following, 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 end brokérage, except buying commissions;

(ii) the cost of coﬁtainers which are treated as being ome for
customs purposes with the goods in Question;

(iii) the cost of packing whether for labour or materials;

(b). the'vglﬁe, 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 pro-
duction and sale for export of the imported goods; to ‘the extent
that such valﬁe has not been included in the price actuslly paid
or payabla: | |
(i) _matérials, components; farts and similar items incorporated

in the imported goods;
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(ii) tools, dies, moulds and similar items used in the production
of the imported goods;
(iii) materials>consumed in the produciion of the imported-goods;
(iv) engineering,'development,.artwork, design work, and plans
and sketches uﬁdertaken eléewhere'than in the cbuntry of
importation and nedéssary for the production of the imported
goods §
royelties and licence fees related to the gpods being valued thet
the buyer must pay, either directly or indirectly, as a condition
of sale of the goods being valﬁed, to fhe extent thqtbsuch
royalties and fees are not included in the price actually paid or
payable;
the value of any pert of the proceeds of_any subsequent resale,
disposal or use of the imported gobaé that accrues directiy or

indirectly to the seller.

2. In framing its legislation, each party shall provide for the inclusion

in or the exclusion from the customs value, in whole or in part, of the

following:

(a)

(v)

(c)

~ the cost of transport of the imported goods to the port or place

of importation;

loading, unioading and handling cherges associated with thé trans-~

port of'the‘imported goods to the port or place of'importation;

and

the cost of insurance.
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3. Adﬁitions to the price actuslly paid or payable shall be made under

this Article only on the basis of cbjective and quantifiable data.

L, No additions shall be ﬁade to the price actually paid or payable in

determining the customs wvalue except as provided in this Article.

Article 9 |

1. Where the conversion of currency is necessary for the determination of

the customs vﬁlue, the rate of exchange to be used shall be that duly

published by the compétent authorities of the country of importetion

concerned and. shall reflect as effectively as possible, in respéét of the

pericd 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 party.
All‘information_which is by nature confidential or which .is prqvided

on a confidential basis for the pﬁrposes of customs valuation shall be

treatea as strictly confidential by the authorities concermed who shall not

disclose it without the specific permiséion of the person_of government

providing such infbrmatioh,'except to the extént that it may be required te

be disclééed in the context of judicial proceedings.

Article 11

1. The 1egislation of each party shall provide in regard to a determination

of customs value fbr the rightbof'appeal, without ﬁenaity, by the importer

or any other person liasble for the payment of the duty.
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2. An initial right of appeal without pepalty may be to an suthority
within the custbms‘administraxian or to an independent body, bub the
legislation of each party shall provide for the right of appeal without
penalty to a.judiciél authority.

3. Notice of the decision on appeal shall be given to the appellant

and the reasons fer éuch decision shall be provided in writing. He shell

also be informed of his rights of any further sppeal.
Article 12 '

lLaws, regulations, judicial deciéions and administrative rulings of
general application giving effect to this Agreement shall be published in
conformity with Article X of the GATT by the country of importation
concerned.
Article 13

If, in the course of determining th~2 customs value of imported goodss
it bgcomes necessary fo delay the fin:. o..xumination of such customs value,
the importer shall nevertheless be able to withdraw his goods from customs
if, where so required, he provides sufficient guarantee in the form of a
Burefy, a deposit or some other appropriate instrument, covering the
ultimate payment of customs duties for which the goods may be iiable. The
legislstion of each party shall make provisions for such circumstances.

The notes at Annex I to this Agreement form an intggral part of this
Agreement and the Articles of.this Agreement are to be read and applied in
conjunction éith their respective notes. Annexes iI and III also form an

integral part of this Agreement.
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Articie 15

1.

In this Agreement:

() “custams velue of imported goods" mears the value of -goods for the
purposes of levying ad valorem duties of customs on imported poods;

(b) "country of importatioﬁ" means country or customs te*ritory of
importation; and

(c) "produced"ihcludes grown, manufactured and mined.

(2) In this Agreement"identical goods" means gocds which are the same
in all respects, including physicdl characteristics, quality and
reputation. Minér differences in appearance would not preclude goods
otherwise conforming to the definition from being regarded as identical.
(b) 1In this Agreement "similar goods" means goods which, although not
alike in all respects, ha&e like characteristics and like component
materials which enabie 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.

{c) The terms "identical goods” and “similar goods"” do not include,

as the case may be, goods which incorporate or reflect engineering,
development, artwork,vdesign‘work, and plans and sketches.for which

no sdjustment has been made under Article 8.1(b)(iv) because such

elements were undertaken in the country of importation.
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(d) 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, producea by the same person as the goods being valued.
3. In this Agreement "goods of the same class or kind" meané goods which
fall within e group or range of goods produced by & 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;
(b) they are legally recoénized partners in business§
(c) they are employer and employee;
(d) 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;

(f) both of them are directly or indirectly controlled by a
third person;

{g) together they directly or indirectly control a third person; or

(R) they are members of the same family.
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5. Persons who are associated in business with ome 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 purpoaeélcr this
Agreement if they f£811 within the criteria of paragwdph 4 of this Article.
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 his imported 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 statément, document or declaration

presented for customs valuation ﬁurposes°
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PART II - ADMINISTRAT.ON AND DISPUTE RESOLUTION

Institutions
Article 18

There shall be established under this Agreement:
1. A Committee on Customs Va,lué.tion (ﬁereinafter referred to as
the Committee) composed of representatives from each of the parties to
this Agreement. The Committee shall elect its own Cheirman and shall
normally meet once a year, or as is otherwise envisaged by the relevant
provisions of this Agreement, for the purpose of affording parties to this
Agreement the opportunity to consult on matters relating to thé administration
of the customs valuation system by any party to this Agreement as it might
affect the operation of this Agreement or the furtherance of its objeétives,
and to carry out such other responsibilities as may be assigned to it by the
parties. The GATT secretariat shall act as the secretariat to the Committee.
2. A Technical Committee on Customs Valuation (ﬁéreinafter referred to
as the Technical Committee) under the auspices of the Customs
Cooperation Council which shall carfy out the responsiﬁilities described in
Annex II to this Agreement and shall operate in accordance with- the rules of
procedure contained therein.

Consultations

Article 19
1. If any party 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
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of the actions of another party or parties, it may, with & view to reaching
s mutually satisfactory solution of the matter,‘requeat consultations with
the party or parties in question. Zach party shall afford’syﬁpathetic con~
siderstion to any request from another parﬁy for consultaetions.’

2. The parties concerned shall initiate requested consultations promptly.
3, Parties engaged in consultations on a particular matter affecting the
operation of this Agreement shall atfempt tc conclude such consultations
within a ressonably short period of time. The Technical Committee shall
provide, upon request, advice an& assistance to parties engaged in
consultations.

Resolution of disputes

Article 20

1. If no mutually satisfactory solution has been reached Setween the
parties concerned in consultations under Article 19 sbove, the Committee shall
meet at the request of any party to the dispute, within thirty days of
receipt of such a request, to investigate the matter, with a view to
facilitating & mutually satisfactory sclution.

2. In investigating the matter and in selecting its procedures, the
Committeé shall take into account whether the issues in dispute.relate to
commercial policy consideraﬁions or t0 questions requiring detailed
technical consideration. The Committee may request on its own initiative
that the Technical Committee carry out an examination, as provided in
paragraph 4 below, of any question requiring technical consideration. Upon
the request of any party to the dispute that considers the issues to relate
to questions of a technical nature, the Committee shall request the Technical

Committee to carry out such an examination.
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3. During any phase of a dispute settlement procedure, competent bodies and
experts in matters under consideration may be consulted; appropriate
information and assistance may be requested from such bodies and experts. The
Committee shall take ihto consideration the results of any work of the Technical
Ccmmittee that pertain to the matter in dispute.

Technical issues

4.  When the Technical Committee is requested under the provisions of paragraph 2
above, it shall examine the matter and reporf to the Committee no later than
three months from the date the technical issue was referred to_it, unless the
period is extended by mutual agreement between the parties to the dispute.

Panel proceedings

5. In cases where the matter is not referred to the Technical Committee, the
Committee shall establish a panel upon the reguest of any party to the dispute
if no mutually satisfactory solution has been reached within three months from
the date of the request to the.Committee to investigate the matter. Where the
matter is referred to the Technical Committee, the Committee shall establish &
panel upon the request of any party to the dispute if no mutually satisfactory
solution has been reached within one month from the date when the Technical
Committee presents its report to the Committee.
6. (a) When a panel is established, it shall be governed by the procedures
as set forth in Annex III.
(b) If the Technical Committee has made a report on the technical aspects
of the matter in dispute, the panel shall use this report as the

basis for its consideration of the technical aspects of the matter

in dispute.
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Enforcement
T. After the investigation is completed or after the report of the
Technical Committee or.panel is presented to the Committee,»the Committee
shall give the matter prompt consideration.. With respect to panel reports,
the Committee shall take appropriate action normally within thirty days of
receipt of the report, unless extended by the Committee. Such action shall
include:

(i) a statement concerning the facts of the matter; and

(ii) recommendations to one or more parties to this Agreement or

any other ruling which it deems appropriate.

8. If a party to which recommendations are addressed considers itself
unable to implement them, it should promptly furnish reasons in writing to
the Conmittee. In that event, the Comnmittee shall consider what further
action may be appropriate.
9. If the Coﬁmittee considers that the circumstances are seriocus enough
to justify such action, it may euthorize one or more pairties to_this
Agreement to suspend the application to any other party or parties to this
Agreenent of such obligations under this Agreement as it determines to he
appropriste in the circumstances. |
10. The Coﬁmitteeshallkeép‘under surveillance any matter on which it has
made recommendations or given rulings.
11. Ifadisputearises between parties relating to rights and obligations under
this Agreement, parties should complete the dispute settlement procedures
under this Agreement before availing themselves of any rights which they

have under the GATT including involving Article XXIIT thereof.
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PART IXI - SPECIAL AND DIFFERENTIAL TREATMENT

Article 21

1. Developing countries party to this Agreement (referred to in this
Agreement as developing parties )'may delay application of its provisions
for a period not exceeding five. years from the date:of entry into force of
this Agreement for such country. Developing parties who choose to delay
application of this Agréemﬁnt shall notify the Director-General to the
‘CONTRACTING PARTIES to the GATT accordingly. |

2. In addition to paragraph 1 above, deve;oPiﬁg parties to this Agreement
mey delay application of Article 1.2(b){iii) and Article 6 for a period not
exceeding three years following their application of ail.other pfovisions of this
bAgreement. Developing parties that choose to delay application of the
provisions specified in this paragraph shall notify“the Direétor-Gen&ral to
the CONTRACTING PARTIES to the CGATT accordingly.

3. Developed countries party to this Agreement.(referred to in this
Agreement a3 developed parties ) shall furnish, on mutually ag:eed terms,
technical assistence to developing pgrties that so request. On this basis
developed parties shall draw up ﬁrogrammes of technical assistancé which
may include, inter slia, training of personnel, assistance in preparing
implementation measures, access to sources of information regerding customs
veluation methodology, and advice on the application of the provisions of

this Agreement.
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PART IV - FINATL, PROVISIONS

Acceptance and asccession

Article 22

1. This Agreement shall be open for accsptance by signature or otherwise,
by governments contracting parties to the GATT and by the European Econémic
Community.

2. This Agreement shall be open to accession by any other government on
terms, related to the effective applicgtidn of rights and obligations under
this Agreement, to be agreed between that government and the parties to this
Agreement, by.the deposit with the DirecforwGeneral to the CONTRACTING
PARTIES to the GATT of an instrument of accession which states the terms

so agreed.

3. Contracﬁing,parties may acéept this Agreement in respect of those
territories for which they have international responsibility, provided

that the GATT is being applied in respect of such territories in accordance
with the provisions of Article XXVI:S(a) or {(b) of the GATT; and in

terms of such accéptance, each such territory shall be treated as though

it were a party to this Agreement.

Reservations

Article 23
Reservations may not be entered in respect of any of the provisions
of this Agreement without the consent of the other parties to this

Agreement.
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Entry into force

Article 2L

This Agreement shall enter into force on 1 January 1981 for the
governments¥* which have accepted or acceded to it by that date. For
each other government it shall enter into force on the thirtieth day
following the daté of its. acceptance or accession to fhis Agreement .

National legislation

Article 25

1. Each government accepting or acceding to this Agreement shall

ensure, not later than the date of entry into force of this Agreement
for it, the conformity of its laws, regulations and_administrative
procedures with the provisions of this Agreement.
2. Each party to this Agreement 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.
Review

.The Committee shall review annually the implémentation and
operation of this Agreement taking into accoﬁnt the objécti?es thereof.
The Committee shall annually inform the CONTRACTING PARTIES to the

GATT of developments during the period covered by such reviews.

% ; .
The term "government" is deemed to include the competent authorities
of the European Economic Community.
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Amendments
Article 27

The Parties may amend this Agreement, having regard, inter alia,
to the experience gainediin its impleﬁentation. Such an amendment,
once it has obtained the concurrence of the Parties in accordsnce with
procedures gstablished-by the Committee, shall not come into force for
any party until it has been accepted by such party.
Withdrawal
Article 28

Any party to this Agreement may withdraw from this Agreement.
The withdrawal shall take effect upon the expiration of sixty days from
the date on which written notice of withdrawal is received by the
Director-General to the CONTRACTING PARTIES to the GATT. Any
paxrty to this Agreement may, upon the receipt of such notice,

request an immediate meeting of the Committee.
Secretariat

Article 29

This Agreement shall be serviced by the GATT secretariat except
in regard to those responsibilities specifically assigned to the
Technical Committee, which will be serviced by the Customs Co~operation
Cauncil. |
Deposit
Article_30

This Agreement shall be deposited with the Director-General to the
CONTRACTING PARTIES to the GATT, who shall promptly furnish to each

party to this Agreement and each contracting party to the GATT a certified
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copy. thereof and of each qmendment thereto pursusnt to Article 27, and
an information of’eﬁch acceptance £hereof'or instrument of sccession
thereto pursuant to Article 22, or written notice of each withdrawal
thexefr@m pursuant to Article 28.
Registration
Article 31

This.Agreement shall be registered in accordance with the provisions

of Article 102 bf the Charter of the United Nations.

Done at Geneva thisS viveeeevrvesseresessnadenss A8Y OFf tuvnvevnneennennns

nineteen hundred and seventy-nine in a single copy, in the Engiish, French

and Spanish languages, each text being authentic.
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ANNEX I
TNTERPRETATIVE NOTES
General Note

Sequential application of valuation methods

1. Articles 1 to T, inclusive, define how the customs value of imported
goods is %o be determined under the provisions of this Agreement. The
methods of valuation are set out in a seéuential order of application. The
primary method fqr customs valuation iﬁvdefined in Article 1 and iﬁported
goods'are to be iélued in accordance with the érovisions of this Article
vhenever the conditions preseribed therein are fulfilled.

2. Where the customs value cannot be determined under the provisions of
Article 1, it is to be determined by pfoceeding sequentially through the
succeeding Articles to the first such Article undef vhich the customs value
can'be determined. Except as prévided in Article L4, it is only when the
custéms value cannot be determined under the provisions of a particular
Article that the provisions 6f the next Article in the sequenée can be used.
3. If the importer does not request that the order of Articles S 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 velue under the provisions of Article 6, the customs value is to be
determined under the pfévisiqns Qf Article 5, if it can be so determined;
L, Where the customs Qalﬁe éannot be determined under the provisions of
Articles 1 to 6, inclusive, it is to be determined under tﬁe provisions of

Artiecle T.
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Use of generally accepted accounting principles
1. 'Generally accepted accounting principles” refers to the recognized

consensug or substantial authoritative support within a country at e
particﬁlar time as to which econcmic resources and obligations should be
recorded as assets and liabilities, which chaﬁges in assets and lisbilities
should be recorded, how the assets and liabilities and changes in them
should be measured, what information should be disclosed end how it sheuld
be disclosed, and which financial statements should be prepared. These
standards may be broad guidelines of general applicetion as well as detailed
practices and procedures.

2. For the purposes of this Agreement, the customs sdministration of each
party shall utilize information prepared in s menner consistent with
generally accepted accounting principles in the 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 a manner consistent with
generally accepted accounting principles of the country of importation.

On the other hand, the determination of usual profit and genersl expenses
under the provisions of Article 6 would be carried outiﬁ%iliziﬁg information
‘prepared in s menner consistent with‘generally accepted éccounting
principles of the country of production. 4s a further example, the
determination of an element provideé for in Article 8.1(b){ii) undertaken
in the country of‘imporﬁgtion would be carried out utilizing information in
& manner consistent with the generally accepted accounting principles of

that country.
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Note to Article»l

Price actuclly paid or paysble

The price actnally paid or paysble is the total paymen%t made or to
be made by the buyer to or for the benefit of ﬁhe seller: for fhe imported
goods. The payment need not necessarily take the form of a transfer of
money. Payment may bte mdde by wey of letters of credit or negotiable
instruments., Paymeﬁt mey be made directly or indirectly. ,An example of
en indirect payment would be the‘settlemeht by the buyer, whether in whole
or in part, of & debt owed by the seller.

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

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

(a) charges for construction, erection, assembly, maintenance or
technical assistance, underteken after importation on imported
goods such as industrial plant, machinery or equipment;

(b) the cost of transport after importation;

(c) duties and tauies of the country of importation.
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The price actually peid or payeble refers tc the price for the imported
goods. Thﬁs-the flow of dividends or other payments from the buyer to the
Bellef that do nbt relate to the imported goéds are not part of the
customs value.

Note to Article 1.1(a)(iii)

Among restrictions which would not render a price paid or payable
unaccepteble are restrictions which do not substentially affect thé value
of the goods. An example of such restrictions would be the cese where.a
seller requiies a buyer of automobiles not to sell or exhibit them prior
to a fixed date which represents the beginning of a model year.

Note to Article 1.1(b)

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

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

(b) 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;

(e) 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 he will feceive a specified quantity of

the finished goods.
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However, conditions or considerations relating to the production or
marketing of the imported goods shall not result in rejection of the
trensaction value. For example, 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 his own account, even
though by agreement with the séller, 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.

Note to Article 1.2

1. Paragraphs 2(a) and 2(b) of Article 1 provide different means of
establishing the acceptability Qf a transaction value,

2. Paregraph 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 examinétion of the circumstances in.all cases where fhe buyer
and the séller are related. Such examination will only be reqﬁired where
there are doubts about the acceptability of the price. Where the customs
aﬂministraﬁion have no doﬁbts about the acceptability of the price, it
should be accepted without requesting further information from the importer.
For exemple, the customs administration mey havé previously examined the

relationship, or it may already heve detailed information concerning
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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 detsiled information as may he necessary to enable

it to examine the circumstances surrounding the sale. In this context,
the customs admi~istration should be prepared to examine relevant aspects

of the transaction; including the way in which the buyer and seller

orgenize their commercial relations and the way in which the price in
question was arrived ast, 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 s+11 to
each other as if they were not rélated, 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 him, this would demonstrate
that the price had not been influenced by the relationshin. 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 represe.tative pericd 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.
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4, Paragraph 2(b) provides an opportunity for the importer to demonstrate
thet the tramsaction value closely approximates to e "test" value previously
accepted oy the customs administ:ation and‘is therefore acéeptable under
the provisions of Ar‘icle 1. Where a test under paragraph 2(b) is met, it
is not necessary to examine the questiom of influence under paragraph 2(a).
If the customs administration has aiready sufficient information to be
satisfied, without further detailed inquiries, that on~ 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.

Note to Article 1.2(b)

A number of factors must be taken into consideration in determiﬁing
whether one value "closely approximates" to 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
ralues is commercially significant. Since these factors may vary from case
to case, it would be impossible to apply & uniferm standard guch as a fixed
percentage, in each case. For example, & small difference in value in a
case invelving one type of goods could be unacceptable while a large
difference in a case involving another type of goods might be acceptable in
determining whether the transaction value closely approximetes to the "test"

values set forth in Article 1.2(bv).
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Note to Article 2

1. In aprlying Article 2, the customs administretion shall, wherever

possible, use a sale of identical goods at the same commercial lewel and in
substantially the same quantities as the goods being valued. Where no such
sale is found, a sale of identical gcods that takes place under any one of

the following three conditions mey be used:

(a) a sale at tﬁe samé commercial level but in different
quantities;
(b) 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 & .sale under any one of these three conditions adjustments
will then be made, as the case may be, for:
(2) quantity factors only;
(b) commercial level factors only; or
(¢) both commercial level and quantity factors.
3. The expression "and/or" allows the flexibility to use the sales =nd
make the necessary adjustments in any one of the three conditions described
above, |
L, For the purposes of Article 2, the transaection value of identical
imported goods means a custems velue, adjusted as provided for in
paragraphs 1(b) and 2 of this Article, which has zlready been accepted

under Article 1.
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5. A condition for adjustment because of different commercial levels or
different quantities is that such adjustmeht,.whether it leads to an increase
or a decrease in the value, be made only on the basis of déﬁonstrated
evidence that cléarly establishes the reasbnableness and accuracy of the
adjustment, e.g. valid price lisﬁs containing prices referring to different
levels or different quantities. As an example of this, if the imported goods
being valued consist of a shivment of 10 units and the only identical
imported goods for which a transaction value exists involved a sale of

500 units, and it is fecognized that the seller grants quantity discoﬁnts,
the required adjustmgnt may be accomplished by resorting to the seller's
price list and using that price applicable to a sale of 10 wnits. This does
not require thet a sale had to have been mede in quantities of 10 as long

as the price lisﬁ 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‘provisicns of Article 2 is
not appropriate.

Note to Article 3

1. In gpplying Article 3, the customs adm’- ‘«trastion shall, wherever
possible, use a sale of similar goods at the s me commercial level and in
substahtially the same quentities 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:

(2) & sale st the same commercial level but in different quaﬁtities;
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(b) & sale at a different commercial level but in substantially the
same quantities; or
(¢} a sale at = different commercial level and in different
quentities.

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

(a) quantity factors only;

(b) commercisl level factors erly; or

(¢) both commercial level and qﬁantity factors.
3. The expression "and/or" allows the flexibility to use the sales and
meke the necessary adjustments in any one of the three comditions described
gbove,
L. TFor the purposes of Article 3, the trausaction value of similar imported
goods means 2 customs value, adjusted as provided for in peregraphs 1l(b) and
2 of this Article which bas already been accepted under Article 1.
5. A condition for adjustment because of different commercial levels‘or
different quantities is that such adjustment, whefhe? it leads to an increase
or a decrease in the wvalue, be made only on the basis of demonstrated
evidence that clesrly 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 of this, if the imported
goods being valued consist of a shipment of 10 units and the only similar

imported goods for which a transaction value exists involved a sale of
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500 units, end it is recognized thet the seller grants quantity discounts,
the required adjustment may be accomplished by resorting to the seller's
priéellist and using thet price ap}licable.to 2 sale ‘of lO'umits. This

does not re@uire that a sale héd to have been mede in quantities of 10 as
long as the price list has been esteblished as being bona fide through sales
at other gquantities. 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 ... gocds zare sold in the greetest

egaregate quantity” means the price at which the greatest number of units

is sold in salés to persons who are not rélated to the persons from whom
they buy such goods at the first. commercial lefel #fter importation at which
such sales take place,

2. As an example of this, goods are sold from o price list which grants

favoureble unit prices for purchases made in larger quantities.

Total gquantity

Sale quantity Unit orice Number of sales ° sold at each
' nrice
1~10 units 100 10 sales of 5 units 65
5 sales of 3 units
11-25 units 95 5 salas of llunits 55
over 25 units 90 1 sale of 30 units 80

1 s2le of 50 units
The greatest number of units sold at e price is 80; therefore, the unit

price in the greatest zggregate quentity is 90.
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3. As another example of this, two sales occur. In the first sale 500 units are
sold at a price of 95 currency wnits each. In the second sale 40O units are sold
at & price of 90 currency wits each. In this example, the gfea:teat number of .
units sold at a pe.rtieﬁla.r price is 5003 thérefdre the unit price‘ in the greatest
aggregate quantity is 95.
L, A third examplei would be the following situation where various quantities

are 50lé at various prices.

(a) Sales
Sale quantity Unit price
40 units 100
3C units ’ 0
15 upits 100
50 wnits 95
25 wits 105
35 units 90
5 units 100
(b) Totals
Total quantity sold Unit price
65 90
50 95
60 . 100
25 ' ’ 105

In this_ example,the grestest number of units secld at a par’ca‘.qula.r price
is 65; therefore, the unit price in the greatest aggregete quamtity is 90.
5. Any sale in the importing country, as described in paragraph 1 above,
to a person who supplies directly or indirectly free of charge or at reduced
cost for use in comnection with the production and sale for export of the
imported goods any of the elements specified in Article 8.1(1)), should not be
taken into account in establishing the unit price for the purposes of

Article 5.
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6. It should be noted that "profit and geheral expenses” referred to in
paragraph 1 of Article 5 should be taken as 2 whole; The figure for the
purposes of this deduction should be determined cn the basis of information
supplied by or on behalf of the importer uniess his figures are inconsistent
with those obtaining in sales in fhe country of importation of imported goods
of the same class or kind. Wherg the importer’s figures are inconsistent
with such figures, the amount for profit and general expenses may be based
upon relevant information other than that supplied by or on behalf of the
importer.

7. The "general expenses’ include the direct and indirect costs of marketing
the goods in'question;

8. Local taxes payable by reason of the sals of the goods for which a
deduction is nottmade under the provisions of Ar<ticle 5.1(a)(iv) éhall be
deducted under the provisicns of Articie 5.1(a)(i).

9. In determining either the commissions or the usual profits and genersal
expenses under the provisions of paragraph 1 of Article 5,the question
whether certain zoods are ‘of the same class or kind” as other.goods must be
determined on a case-by-case basis by reference o the_circumstances involved.
Sales in the country of impo#tation of the ﬁarrowest group or range of
imported goods of the same class or kind, which includes the goods being
valued, for which “he necesséry information can be provided,lshould be
examined. For the purposes of Article 5, "goods of the same class or kind”
inelude goods imported from the same country as the goods bpeing valued as

well as goods imported from other countries.

10. For the purposes of Article 5.1(v), the "earliest date" shall be the
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11. Where the method in Article 5.2 is used, deductions made for the velue
added by further proéeésing shall be based onéobjecfive and quantifiﬁble data
relatiﬁg to the cost of such work. Accepted industry formilas, recipes,
methods of construction, and other industr& practices would form the basis
of the caelculations.
12. It is recognized-that the method of valuation provided for in
Article 5.2 would noiﬁmlly not be applicable when, as a result of the further
Qrocessing, the imported goods lose their idemtity. However,'tﬁere‘can be
instances where, although the identity of the imported goods is lost, the
value added by the processing can be determined accurately without
umresconable difficulty. On the other hand, there can also be instances
vhere the imported goods maintain their identity but form such a minor
element in the goods sold in the country of importation that the usa of this
valuation method would Be unjustified. In view of the above, each situation
of this type must be considered om a case-by-case basis.

Note to Article 6

1. As a general rule, cﬁstoms value is determined under this Agreement on
the bYesis of informetion readily available in the country of importatiocn.
In order to determine a cbmputed valﬁe, however, it may be necessary to
examine the costs of producing the goods being valued and other information
which hes to be obtained from outside the country of importation. Further-
more, in most ceses the producer of the goods will be outside the jurisdic-

tion of the authorities of the country of importation. The use of the
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computed value method will generally be limited to those cases where the
buyer  and seller are related, and the producer is preparsd to supply to the
sauthorities of the country of importation the necessary costings and to
provide facilities for any subsequent verification vhich mey be necessary.
2. The “cost or value’ referred to in paragraph l(a’ of Article 6 is to be
determined on the basis of informaticz relating to the producticn of the
goods being valued supplied by or on beh&lf»of the producef., It is to be
based upon the commercial accounts of the producer, provided that such
accounts are consistent with the generally accepted accounting principles
applied in the country where the goods are produced.

3. The “cost of value” shall include the cost of elements specified in
Article 8.1(a)(ii) amd (iii). It shall also include the value, apportioned
as appropriate under the.provisions of the relevant note to Article 3, of
any element specified in Article 8.1(b) which has been supplied directly or
indirectly by the buyer for use in connection with the production of the
imported goods. The value of the elements speéified in Article 8.1(.)(iv)
vhich are undertaken in the country of importation shall be included only to
the extent that such elements are charged to the producer. It is to be
understbod that no cost or velue of thé elements referred to in this
paregraph shall be counted‘twice in determining the computed value..

L, The "amount for profit and genmeral expenses' referred to in

paragraph 1(b) of Article 6 is to be determined on the basis of information
supplied by or on behalf of the producer unless his figures are inconsistent
with those usuall& 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.
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5. It should be noted in this context that the "amount for profit und
general expenses’’ has to be taken as a whole. It follows ‘that if, in any
particular case, the producer's profit figure is low and his general
expenses are high, his profit and general expenses teken together may
nevertheless be consistent with that usually reflected in sales of goods
of the same class or kind. Such a situstion might occur, for example, if
a product were being lzunched in the country of importation and the producer
accepted 2 nil or low pfofit to offset high general expenses associated
with the launch. Where the producer cen demonstrete that he is taking a
low profit on his sales of the imported goods because of particular
commércial circumstances, his actual profit figures should be taken into
sceount provided that he has valid commercial reasons to justify them and
his pricing policy reflects usual pricing pplicies in fhe braach of
industry concerned. Such a situﬁtioﬁ might occur, for example, where
producers have been forced to lower prices temporarily because of an
unforeseeable drop in demand, or where they sell gonds to cowplement a
range of goods being produced in the country of importation and accept a
low profit to maintain competitivity. Where the producer's cwn figures
for profit and general expenses are not comsistent with those usuelly
reflected in sales of goods of the same.class or kind as thé goods being
velued which are made by producers in the country of exportation for export
to the country of importaticn, the amount for profit end general expenses
moy be based upon relevant information other than that supplied by or on

behalf of the producer of the goods.



MTN/NTM/W/229
Page L2

6. Where information other thau that supplied by or on behalf of the
producer is used for the purposes of determining 2 computed value, the
authorities of the importing countr& shall inform the importer, if the
latter so reqﬁesté, of the source of such informetion, the data used and
the calculaticns based upon such data, subject t§ the provisions of
Article 10.

7. The "genernl expenses' referred to in paragraph 1(b) of Article 6
covers the direct and indirect costs of producing and selling the gocds for
export which are pot included under pafagraph 1(a).

3. TWhether ceftain goods are "of the same class or kind" as other goods
nust be determined on a case-by-case basis with reference to the éircumr
stances invelved. In determining the usuzl profits and general expenses
under the provisions of Article 6, sales for export to the country of
importation of the narrowest group or range of goods, which includes the
goods being velued, for which the necessery information cen be provided,
should be exemined. For ‘the purposes of Article 6, "goods of the same
class or kind" must be from the same country as the goods being valued.

Yote to Article 7

1. Customs velues determined under the provisions of Article T shouléd, to
the grcatest extent possible, be based on previously determined customs
values. |

2. Tne methods cf valuation to be employed under Article 7 should be
those leid down in Articles 1 to 6, inclusive, but & reasonable flexibility
ig the application of such methods would be in conformity with the aims

and provisions of Article T.
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Some examples of reasconable flexibility are as follows:
Tdentical 5bods - the requirement that the identical goods should be
exported at or about the same time as the goods being velued could be
flexibly interpreted; identical imported goods produced in a country
other than the country of exportatioﬁ of the gcods. being vealued could
be the basis for customs valuation; customs values éf identical
imported goods already determined under the provisions of Articles 5
and 6 could be used. |

Similar goods - the requirement that the similar goods should be

exported at or about the same time as the goods being valued‘could be
flexibly interpreted; similer imported goods produced in a country
other than the country of exportation of the goods being velued could
be the besis for customs valuation; customs values of similar
imported goods elreedy determined under the provisions of Articles §
and 6 could be used.

Deductive method - the requiremeﬁt that the goods shall have been sold

in the “condition as imported” in Article 5.1(a) could be flexibly
interpretéd; the "ninety days" requirement could be administered

flexibly.

Note to Article 8

Paragraph 1(e)(i)

1.

The term "buying commissions" means fees paid by an importer to his

egent for the service of representdng him abroad in the purchase of the

goods being velued.
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Paragraph 1(b)(ii)

2. There are twe factors involved in the apporfionment of the elements
specified in Article 8.1(b)(ii) to the imported goods - the value of the
element itself and the way in which that value is to be apportioned to the
imported gcods. The apportionment of these elements should be made in a
reasonable manner appropriate to. the circumstances and in accordance with
generally uccepted accounting principles.

3. Concernipg the value of the element, if the importer acquires the
element from a seller not related to him at a given cost, the value of
the element is that cost. If the element was produced by the importer or
by a person related to nim, its value would be the cost of producing it.
If the.element had been previously used by fhe importer, regardless of
whether it had been acquired or produced by such importer, the original
cost of'aCQuisitionvor production would have to be adjusted downﬁard-to
reflect its use in order to arrive at the value of the element.

b, Once a value has been determined for the element, it is necessary to
apportion that value to the imported goods. Various possibilities exist.
For example, the value might be apportioned to the first shipment if the
importer ﬁishes to péy duty on the entire value at one time. As another
example, the importer may request fhat the value be apportioned over thg
number of units produced up to the time of the first shipment. As a
further example, he may request that the value be apportioned over the

entire anticipated production where contracts or firm commitments exist for that
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A P a mat N . ey VY A
production, The metkod of srrerticument used will Jspend upon the

5. As an illustration of the above, an importer trovides the producer with
a meuld to %e used ia the vroducticn of the imported sz00ds end contrac:s
with 2iz %o »uy 12,000 units. 3y thas Lime oF arrival of the first shipment

of 1,00C units, the producer has already produced L,000 uniis. The izporter

may request the cusioms adminisiraticn to apperticn the value of the zould

5. idditions Pfor the slements specified in Article 3.1(%)(iv) shouli be
pased cn cojective znd quantifizble data. In order to zinimize the burdan

for both the imrorter and customs admiaistration in determining the values
5 s

2

to bpe added, data readily available in the dbuyeris commercial record systenm

should e used in so Far as possitls.
6. For those slements supplied by the buyer which wesre purchassd or
leased By the buyer, the addition would be the.cost of the purchass or ix2

7. The ease with which i may b2 possible to calculaie %the wvalues to 5=
added will Zezpend cn e jzertizular firm's structure and management praciica,

as well as its accounting methods.



MTN /NTM/W/ 229
Page 46

T e v

8. For exampla, it is possibles that a firm which imports a wvariety of
products from several countriss maintaizs the records of its design centre
outside the couvntry of importation in such a way as “o show accurately the
costs attributable to a given product. In_such cases, a direct adjustment
may approoristely be made under the provisions of Articls 3.

g. Ia another case, =z firm may carry the cost of the design centre outside
ths country of importation as 2z gzeneral overhead axpeass without allocation
to specifiz products. In *his instance, an appropriata adjustment could de
mede under the provisions of Article 3 with respect to “he imported goods
by apportioning total design centre costs over total production benefiting
from the design centre and adding such apportioned cos*t cn 2 unit‘basis to
imports.

10. Variations in the above circumstances will, of ccurse, require
diffsrent facters to be considered in determining the vrover ﬁetbod of
allocétion.

11. In cases whers the production of the element in quastion involves 2
number of countries and over a period of time; the adjustment should be
limited to the value actually added to that szlement cutside the country of

importation.

Paregrazh i(c)

12. The royalties and licence fees referred to in Article 8.1(c) may
include, among cther things, payments in respect to pateats, trademarks and
copyrights. However, the charges for the'right 0 reproduce tha imported
goods in the country of importation shall not te added to *he price actuall,

aid or peysdls fer the imported goods in determining the customs value,

¢
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13. Paryments mads by the buyer for the right to disizidbute or resall the
imorted gocds shall not te added to thes price actually paid or seyable “or
the imported goods if such vayments ars not 2 condition of the sale for
export to the country of importation of the imported goods.

Paragrach 3

14, There objective and quantifi a2ble Zate do not exist with regard to ths
additions reguired to bde made.under the provisions of Articls 8, the

trensaction value cannot be determined under the provisicns of Article 1.
As sn illustration of tiais, 2 royalty is naid on the basis of the price in
a sale in the importing country of a litre of a particular product that was

imported oy the kilogram end mede up into 2 solution after importation. If

b4

the royalty is based partially on the imported goods and pertially on other

4

ag tc do with the imported goeds (such as when the

e

factors which have noth
imported gecods are mixed with domestic ingredisnts and are no longer
seperately identifiasble, or when the royalty cannot be distinguished from
snec1al finencial errangements between the buyer and “he sellar), it would bve
inapprovriats to attempt to meke am addition for the royalty. Howaver, if
the amount of this royalty is based cnly on the imported goo&s and can be
reédily quantified, =n a2dditicn fo the price actually paid or peysbie can b2

made.

Note to Artlcl° 9

Far the purposes of Article 9 “time of importetion’ may includé the

time of entry for customs purposes.
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Note to Artiele 11

1. Article 11 provides the importer with the right to appeal against o
veluation determination made by the customs administration for the goods being
valued. Appeal may first be to a higher level in the customs administrstionm,
but the importer shall have the right in the final instance to appeai to the
judiciary.

2. "Without penalty” means that the importer shell not be subjeet to a

fine or threat of fine merely because he'choée to_exercise his right of
appeal. Payment of normal court costs and lawyers' fees shall not be
considered to be a fine.

3. However, nothing in Article 11 shall preient a party from reguiring

full payment of assessed customs duties prior to an appeal.

Note to Article 15.4

For- the purposes of this Article, the term "persons” includes legal

persons, where approprieste.

Note to Article 15.4(e)

For the purposes of this Agreement, one person shall be deemed to
control another when the former is legally or operationally in & position

to exercise restraint or direction over the latter.
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ANFEX IT

Technical Committee on Customs Valuation

1. In accordance with Article 18 of this Agreement, a Technical Comﬁittee
on Customs Valustion shall be established under the auspices of the Customs
Co-operation Couneil with a view, at the technical level, towards uniformity
in interpretation and applicatioﬁ of this Agreement.

2. The responsibilities of the Téchnical Committeg shall include the
following:

(s) +to examine specific technical problems arising in the day-to-day-
administration of the customs valuation systems of parties to this Agreement
and to give advisory 6pinions on appropriate solutions based upon the facts
presented;

(b) to study, as requested, valuation laws, procedures and practices as
they relate to this Agreement and to prepare reports on the results of‘such
studies;

(¢) to prepare and circulate annual repérts on the technical aspects of
the operation and status of this Agreement;

(d) to furnish such information and advice on any matters concerning the
valuation of imported goods for customs purposes as may be requested By any
party to this Agreement or the Committee. Such information and advice may
take the form of advisory opinions,.commentaries or explgnatory notes:

(e} to facilitate, as requested, technicalAassistance to parties to this
Agreement with a view to furthering the international acceptance of this
Agreement; eand

(£) to exercise such other responsibilities as the Cormittee may assign

to it.
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General

3. The Technical Committee shell attempt to conclude its work on specific
matters, éspecially those referred to it by parties to this Agreement or the
Committee, in a reasonably short period of time.

4. The Technical Committee shall be assisted as appropriate iﬁ its

activities by the Secretariat of the Customs Co-operation Council.

Representation

5. Each party to this Agreement shall have the right to be represented on
the Technical Committee. Each party may nominate one delegate and one or
more alternates to be its representatives on the Technical Committee. Such
a party so represented on the Technical Committee is hereinafter referred
to as a member of the Technical Committee. Representativeé of members of
the Technical Committee may be assisted by advisers. The GATT secretariat
may also attend such meetings with observer status.

6. Members of the Customs Co-operation Council who are not parties tc this
Agreement may be represented at meetings of the Technical Committee by one
delégate and one or more alternates. Such representatives shall attend
meetings of the Technical Committee as observers.

7. Subject to the approval of the Chairman of the Technical Committee,

the Secretary-General of the Customs Co-operation Council (hereinafter referred
to as "the Secretary-General") may invite representatives of governments
which are neither parties to this Agreement nor members of the Customs
Co-operation Council and representatives of international governmental and

trade organizations to attend meetings of the Technical Committee as observers.



MTN/NTM/W/229
Page 51
8. Nominations of delegates, alternates and advisers to meetings of the
Technicel Committee shall be made to the Secretary-Genersl.

Technical Committee meetings

9. The Technical Commi%tee shall meet as necessary but at least two times
a year., The date of each meéting shall be fixed by the Technical Committee
at its preceding session. _

The dete of the meeting may be varied either at the request of any
member of theé Teéhnical Committee concuired in by a simple majority of the
members of the Technical Committee or, in cases requiring urgent atteantion,
at the request of the Chairman.

10. The meetings of the Téchnical Cormittee shall be held at thé head-
quarters of the Customs co-operation Council umless otherwise decided.

11. The Secretary-General shall inform all members of the Technical
Cormittee ard those included under.paregraphs 6§ and 7 at least thirty days
in advance, except in urgent cases, of the openiné date of esch session of
the Technical Committee.

Agenda

12. A provisionel agenda for esch session shall be drawn up by the
Secretary-General and circulated to the meﬁberS'of the Technical Committee
end to those included under paragraphs 6 and 7 aﬁ least thirty days in
edvance of the session, except in urgeﬁt cases. This agenda shall comprise
all items whose inclusion has béen approved by the Technical Committee
during its preceding session, all items included by the Chairman on his own
initiative, and all items_whose inclusion has been requested byvthe'
Secretary~General, by the'Commitﬁee or by any member of the Technical

Committee.
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13. The Technical Committee shall determine its agenda at the opening of
each session. Duripg the session the agenda ma& be altered at any time by
the Technical Comittee.

Officers and conduct of business

14. The Technical Committee shall elect from aﬁgng the delegates of its
membefs a Chairman and one or more Vice Chairmen. -The Chairmen and Vice
Chairamen shall each hold office for a pericd of one year; The retiring
Chairman snd Vice Chairmen are eligible for re-election. A Chairman or
Vice Chairman who cesses to represent a member of the Technical Coammittee
shall autamaticﬁlly loge his mandate.

15. If the Chairman is absent from aﬁy meeting or part thereof, a Vice
Chaixrmen shall preside. In that event, the latter shall ha#e the same
povers and duties as the Chairman. .

16. The Chairman of the meeting shall participate in the proce=dings of
the Technical Committee as such and not es the represeqtative of a member
of the Technical Committee.

17. In addition to exercising the powers conferred upon him elsewhere by
these rules, the Chairmen shall declare the opening and closing of each
meeting, direct the discussion, accord'the right to speak, and, pursuant to
these rules, have control of the proceedings. The Cheirman may also call a
spesker to order if his remarks are not relevant.

18. During discussion of any matter a delegation may raise a point of
order. In this event, the Chairman shall immediately gtate his ruling. IZ
this ruling is challenged, the Chairman shall submit it to the meeting for

decisions and it shall stend unless overruled.
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19. The Secretery-Genersl, or officers of the Secretariat designated by him,
shall perform the secretarisl work of meetings of the Technical Coﬁmittee.
Quorum and voting |
20. Representatives of a simple majority of the members of the Techniecal
Committee shall constitute a quorum.
21. Each member of the Technical Committee shall have one vote. A decisicn
of the Technicel Committee shall be taken by a maﬁority comprising at least
two thirds of the members vresent. Regerdless of the outcome of the vote on
e particular matter, the Technical Committee shell be freé to méke a full
report to the Committee and to the Customs Co-operation Council on that
matter indiceting the different views expressed in the relevant discussions.

Lenguages and records

22. The official languages of the Technical Committee shall be English,
French end Spanish. Speeches 6r statéments ‘made in any of these three
languages shall be immediately transleted inte the official languages unless
all delegations agree to dispense with translation. Speeches or‘statements
made in any other language shall be translated into English, French and
Spanish, subject to the same conditions, but in'the event the delegation
concerned shall provide the translation into English, French or Spenish.
Only English, Fremch and Spanish shall bé used for the official documents of
the Technical Committee. Memorends and correspondence for the consideration

of the Technical Committee must be presented in one of the official

lenguages.
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23. ‘The Technical Committee shall drew up & report of all its sessioms and,
if the Chairman eonsidérs it necessary, minutes or summary recbrdé of its
meetings. The Chairmen or his designee shall report on the work of the
Techniéal Comﬁittee at each meeting of the Committee and et cach mesting of

the Customs Co~operztion Counmcil.
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Ad hoc panels

l; Ad hoc paﬁels estéblished by the Committee under this Agreement shall
have the following responsibilitiés;
(a) to examine the matter referred to it by the Commitﬁee;
(b) to consult with the parties to thé'dispute and givé fuil opportunity
for them to develop a mutually satisfactory solution; and
(c) +o make a statement concerning the facts of the matter és they
relate to the afplication of the provisions of this Agreement and,
make such findings as will assist the Committee in makiﬁg
re#ommendations or giviﬁé rﬁlings on the matter.
2. -In order to facilitate the constitution of panels, tﬁe Chairman of* the
Committee shall maintain sn informal indicative list of government officials
knowledgeable in the area of customs valuation and experienced in the field
of trade relations and economic development. This list may also include
-persons other than govefnment officials. In tﬁis connection, each party
to this Agreemen1 shall Dbe invited to indicate at the beginning of every
yesr to the Chairman of the Committee the name(s) of the one or two govern—
mental experts whom the parties tofthis Agreément would be willing to make
available for such work. When a panel is eétablished, the Chairman, after
consultation with the parties concerned, shall, within éeven days of such
establishment, perose the composition of ﬁhe panel consisting of three or
five mewbers and breférably government officials; The parties directly
concerned shall react within seven working days to nominations of panel
members by the Chairman aﬁd shail not oépose nominationé except for

compelliing reasons.
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Citizens of countries whose governments are parties to a dispute shall
not be eligible for membership of the panel concerned with that dispute.
Paﬁel members shall serve in their individual capacities and not as govern-—
ment rgpresentatives, nor as fepresentatives of any organization. Governments
or organizations shall therefore not give them instructions with regard to
matters before a panel.

3. Each panel shall develop its own working procedures. All partieé having
a substantial interest in the metter and having notified this to the
Committee shall have an spportunity to be heard. Each panel may consult and
seek information and technical advice from any source'it deems appropriate.
Before a panel seeks such information or technical advice from a source
within the jurisdiction of a party, it shall inform the government of tﬁat
party. Any party to this Agreement shall respond promptly and fully to any
request by a panel for such informatioﬁ as the panel considers necessary

and appropriate. Confidential infermation provided to the panel shall not bé
disclosed without the specific permission of the person or government
providing such information. Where such information is réquested from the
panel but release of such information by the panel is not authorized, a non-—
confidential summary of the information, authorized by the person or
government providing the information, will be provided.

4, Where the parties.to the dispute have failed to reach a satisfactory
solution, the panel shall submit its findings in'writing. The repoft of

a panel should normally set out the rationale behind its findings. Where a
settlemeht of the matter is reached tetween the parties, the report of the
panel may be confined to a brief description of the dispute and a statement

that a solution has been reached.



MIN/NTM/W/229
Page 57

5. Panels shall use such report of the Technical Committee as may have
been issued under Article 20.lL of this Agreement as the basis for their
consideration of issues that involve questiqns of a technical nature,

6. The time reqﬁired by panels will vary witﬁ the particular case. They
should aim to deliver their findings, and where appropriate, recommendations,
to the Committee without undue delay, nbrmally within a period of three
months from the date thét the panel was established.

T. To encourage development of mutuslly satisfactory solutions between
the parties to a dispute and with a view to obtaining their comments, each
panel should first submit the descriptive part of its report to the parties
concerned, and should subsejuently submit to the parties to the dispute its
conclusions, or an outline thereof, é reasonable period of time before they

are circulated to the parties to this Agreement.



