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General Introductory Commentary

1. The primary basis for customs value under this Agreement is
"yrensaction value" as defined in Article 1. Article 1 is to be read
together with Article 8 which vprovides, inter alia, for adjustﬁents to the
price actually paid or payable in cases where certain specific elements
vhich are considered to form a part of the value for customs purposes are
incurred by the buyer, but are not included in the price acfually 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, inclusive, vrovide methods of
determining the customs value whenever it cannot be detecrmined under the
provisions of Article 1.

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

with a view to determining & proper basis of value for customs purposes.
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3. Articles 5 and 6 provide two bases for determining the customs value
vhere it c#nnot be determined on the basgis of‘the transaction.value of the
imported goods or of identical or similar impewted goods. Under Article 5.1
the customs value is determined on the basis of the price at which the goods
are sold in the condition as imported to an unrelated buyer in the country
of importation. The importer also has the right to have goods which are
further processed after importation valued under the provisions of Article 5
if he so requests. Under Article 6 the customs value is determined oﬁ the
basis of the computed value, Both these methods present certain difficulties
and because of this the importer is given the right, under the provisions of
Article 4, to choose the order of application of the two methods.

L. Article T sets out how to determine the customs value in cases where it

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

PREAMBLE

Having regard to the Multilateral Trade Negotiations, 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 certsinty in
their implementation;

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

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

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

supply;

Recognizing that valuation procedures should not be used to combat

dumping;

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

Article 1

1. The customs velue of imported goods shall be the transaction value, that
is the price actually paid or payable for the goods when sold for export

to the country of importation adjusted in accordsnce with the provisiens of
Avticle 8, provided:

(s) +that there are no restrictions as %o the disposition or use of
the goods by the buyer other than restrictions which:

(i) sare imposed or requiredbby law or by the public authorities
in the country of importation;

(ii) 1limit the geographical arece 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 to some condition or
consideration for which a value cannot be determined with respect
to the goods being valued;

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

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

Article.
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2. (a) 1In determining whether the transaction value is acceptable for

the purposes of paragraph 1, the fact that the buyer and the

seller are related within the meaning of Article 15 shall not

in itself be grounds for regarding the transaction vaiue as

unacceptable. In such case thé.circumstances surrounding the

sale shall be examined and the transsction value shall be

accepted provided thaet 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 comsidering
fhat the relationship influenced the price, it shall communicsate

its grounds to the importer and he shall be given e reasonable

opportunity to respond. If the importer so requests, the communi-
cation of the grounds shall be in writing.
(b) In a sale between felated persons, the transaction value shall

be accepted and the goods valued in accordance with the provisions

of paragraph 1 whenever the importer demonstrates that such value

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

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

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

under the provisions of Article 5;
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(c)

Article 2

(a)

(iii) the customs value of identicel or similar goods as

determined under the provisions of Article 6;

(iv) the trensaction value in sales to unrelated buyers for
export to the same country of importation of geods which

would be identical to the imported goods except for having a

different cbuntry of production pro&ided that the sellers in

ény two traensactions being compared are not related.

In applying the foregoing tests, due account shall be takenof
demonstrated differences in commercial levelé, quantity 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 incurred by the seller in sales in which he and the buyer are
related.

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

paragrapk 2(b).

If the customs value of the imported goods cannot be determined

under the’pro&isions of Article 1, the customs value shall be the
transaction value of identical goods sold for export tb thé same
country of importation and exported at or ebout the same time as

the goods being valued.
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(b) In applying this Article, the transaction value of identical goods
in & sale at the sane commercial level and in suhstantially the
same quantity as the goods being valued shell be used to deter-
mine the customs value. Where no.such salé is found, the transac-
tion value of identical goods sold at a differen£ comercial level
and/or in different quantities shall be used, adjusted to teake
account of differences attributable to commercial level and/or to
quantity, provided that such adjustments cen bé made on the baesis
of demonstrated evidence which clearly establishes the reasonable-
ness and accuracy of the adjustment, whether the adjustment lesds
to an increase or avdecrease in the value,

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

the transaction value, an adjustmént shall be made to take account of signifi-

cant differences in such costs and charges between the imported goods and the

identical goods in Question arising from differences in distances and modes

of transport.

3. _If, in applying this Article, more than one transaction value of .

identica; goods is found, the lowest such value.shall be usad to'determine

the custéms value of the imported goods.

Article 3

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

as the goods being valued,
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(b) In epplying this Article, the transaction value of similar goods
in a sale at the same commerciél level and invsubstantialiy the
same quantity es the goods béing_valued shall be used to determine
the customs vslue. uWhgre no such sale is found, the.transactiqn
velue of similar goods s50ld at a different commercial lewvel and/or
in different quantities shéll be used, adjusted 1- take account of
differences attributable to commercial level and/or to guantity,
prbvided that such adjustmen%s can be made on the basis of demon-
strated.evidence which clearly establishes the reasonableness and
accuracy of the adjustment, whether fhe adjustment leads to an
increase or a decrease in thervaiue;
2. Where the costs end charges referred to in Article 8.2 are included in
the transaction value, an adjustment shall be made to take account of signifi-
cant differences in such costs and charges betﬁeen the imported goods and the
similar goods in question axising from differences in_distances and modes
of transport.
3. If, in applying this Article, more than one tramnsaction value of similar
goods is found, the lowest such.value shall be used to determine the custons
value of the imported,goods,
Article 4
If the customs velue of the imported goods cannot be deﬁermined under
the provisions of Articles 1, 2 and 3, the customs value shall be determined
ﬁnder the provisiéns of Arficle 5 or, when the customs value cannot be
dete:ﬁined under that Article, under the pré#isioné of Article 6 except thaﬁ,
at the request of the importer, the order of application of Articles 5 and 6

shall be reversed.
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Article S
1. (a) It the imported goods or ideutical or similar imported goods are
s0ld in the cauntry of 1mportatlon in the condition as 1mpofted, the -
customs value of the 1mported goods under the provlsmona of this Article
shall be based on the un1t prlce at which the :mporte& goods or 1dent1cd.
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,‘fo persons who are not related to the persons from whom they
buy such goods, subject to deductions:for the following:
(i) either the cormissions usually paid or agreed to be paid or
the additions usually made for profit and general expenses i
connéction with sales in such couhtry of imported goods of the same
class or kind; |
(ii) the usual costs of transport and insurance and associated
costs incurred within the country of impdrtation;
(iii) where sppropriate, the costs and cherges referred to in
Article 8.2;
(iv) the customs duties and other national taxes payable in the
‘country of impdrpqtion by‘reason of the importetion or sale of
the goods,
(b) If neither the imported goods nor identical nor similar imported
goods are sold at or sbout the time of importation of the goods Being
'valued the customs velue shall, subJect otherwise to the prov1s1ons of
paragraph 1l(a) of this Artlcle be based on the unit price at which the
imported goods or identicel or similar imported goods are sold in the
country of iﬁbortation in the condition as imported at the cerliest
date after the importstion of the goods_being valued but before the

expiration of ninety days after such importetion.’
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2. If neither the imported goods nor identical nor similar imported goods
are sold in the country of importation in the condition as imported, then, if
the importer so requests, the customs value shall be based on the unit price
at which the imported goods, after furthef processing, are sold.in the
grestest aggregate quantity to pérsons in the country of importation who axe
not related to the persons from whom they buy such goods, due allowance

being made for the value added by such processing and thé deductions pro-
vided for in paragraph 1l(a) of this Article.

Article 6 |

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

sum of: | |

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

(b) an amount for profit and general expenses equal to that ususlly
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 expor—
tation for export to the country of importation;

(c) the cost or velue of all other expenses necessary to reflect the
valuation option chosen by the party under Article 8.2,

2. No party may reqﬁire or compel any person not residenf in its.own terri-
tory to produce for examination, or to allow access to, any account or other
record for the purposes of determining a coumputed value. However; informetion

supplied by the producer of the goods for the purpocses of determining the
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customs value under the provisions of this Article may be verified in
another country by the authorities of the country of importation with the:
agreement of the producer and provided they give sufficient advance notice
to the government of the country in question and the latter does not object
to the investigation.

Article T

1. If the customs value of the imported goods cannot be determined under
the provisions of Articles 1 to 6, inclusive, the customs value shall De
determined using reasonable means consistent with the principles and general
prévisions of this Agreement and of Article VII of the General Agreement on
Teriffs and Trade (hereinafter referred to as the GATT ) and on the basis of
dsta available in the country of importation.

2. No customs value shall bu determined under thevprovisions of this
Article on the basis of:

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

(v) =a system which provides for the acceptance for customs purposes of
the higher of two alternative values;

(c) the price of goods on the domestic market of the country of
exportation;

(d) the cost of production other than computed values which have been
determined for identical or similar goods in accordance with the
provisions of Article 63

(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) erbitrary or fictitious values.

3. IP he so requesits, the importer shall be informed in writing of the
customs value determined under the provisions of this Article arnd the method
used to determine such value.

Article 8

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

(a) the following, to the extent that they are incurred by the buyer
but are not included in the price actu@].ly paid or payable for the
goods:

(i) commissions and brokerage, except buying commissions;

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

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

(v) the value, apportioned.as appropriate, of the following geods 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 sele for export of the imported goods, to the extent
that such value has not been included in the price actually paid
or payable:

(i) materials, components, parts and similar items incorporated

in the imported goods;



{c)

{a)

MTN/NTM/W/229/Rev.1
Page 11
(ii) tools, dies, moulds and similar items used in the production
of the imported goods;
(iii) materisls consumed in the production of the imported goods;
(iv) engineering, development, artwork, design work,; and plans
ené sketches undertaken elsevhere than in the country of
importation and necessary for the produétion of the imported
goods;
royalties and licence fees related to the goods being valued that
the buyer must pay, either directly or indirectly, as a condition
of sale of the goods being valued, to the extent thgm such
royalties and fees are not included in the price actually paid or
payable;
the value of any part of the proeceeds of any subsequent resale,
disposal or use of the imported goods that accrues directly or

indirectly to the seller.

2. In freming 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, unlbading end handling charges associated with the trans—
port of the imported goods to the port or place of'importation;
and

the cost of insurance.



MIN/NTM/W/ 229 /Rev.1
Page 12
3. Additions to the price actually peid or paysble shall be made under
this Article only on the basis of objective and Quantifiable data.
4, No additions shall be made to theAérice actually paid or payable in
determining the customs value except as provided in this'Article.
Article 9 |
1. Vhere the conversion of currency is necessary for the determination of
the customs velue, the rate of exchange to be used shall be that duly
published by the competent authorities of the country of importation
concerned and shall reflect as effectively as possible, in respect of the
period covered by each such document of publication, the current value of
such currency in commercial transactions in terms of the currency of the
country of importation.
2. The conversion rate to be used shall be that in effect at the time of
exportation or the time of importation, as provided by each party.
Article 10

All information which is by nature confidential or which is provided
on a confidential basis for the purposes of customs velustion shall be
treated as strictly confidential by the authorities concerned who shall not
disclose it without the specific permission of the person or government
providing such information,.except to the extent that it may be required to
be disclosed in the context of judicial proceedings.
Article 11
1. The legislation of each party shall provide in regard to a determination
of customs value for the right of‘appeal, without penalty, by the importer

or any other person lisble for the payment of the duty.
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2.  An initial right of appeal vithout penalty may be to an authority
within the customs administration or to an independent body, but the
legislation of each party shall provide for the right of appeal without
penalty to a judicial authority.

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

and the reasons for such decision shall be provided in writing. He shall

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

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

If, in the coufse of determining the customs value of imported goodss
it becomes necessary to delay the final determination 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
surety, a deposit or some ofher appropriate instrumeht, covering the
ﬁltimate @ayment of customs duties for which the goods may be liable. The
legislation of each party shall mske provisions for such circumstances.
Artiele 1

The notes at Annex I to this Agreement form an integral part of this
Agreement and the Arficles of this Agreement are to be read and applied in

conjunction with their respective notes. Anrexes II and III also form an

integral part of this Agreement.
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Article 15

1. 1In this Agreement:

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

(b) "country of importation" means country or customs tefritdry of
importation; and

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

2. (a) 1In this Agreement'identical goods” means goods which are the same

in all fespects, including physical characteristics, quality and
reputation. Minor differences in appesrance would not preclude goods
otherwise conforming to the definition from being regarded as identical.
(p) In this Agreement "similar goods" means goods which, although not
alike in a;l respects, have like characteristics and like component
materials which enable themvto'perform the same functions snd to be
commercially interchangeable. The éuality of the goods, their
reputatiqn and the existence of a trademark are among the factors to
be considered in determining whether goods are similar.
(¢) The terms "identical goods™ and “similar goods" do not inelude,
as the case msy be, goods which incorporate or reflect engineering,
development, artwork, design work, and plans and sketehes‘for which
no adjustment has been made under Article 8.1(b)(iv) because such

elements were undertaken in the country of importation.
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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 geods, as the case

may be, produced by the same person as the goods being valued.

3. In this Agreement "goods of the same class or kind" means goods which

fall within a group or range of goods produced by a particular industry or

industry sector, and ineludes identical or similar goods.

L, For the purposes of this Agreement, persons shall be deemed to be

related only if:

(a)
(v)
(e)
(a)

(e)
(£)

(h)

they are officers or directors of one another's businesses;
they are legaslly recoéﬁized partners in ﬁusiness;

they are employer and employee;

any person directly or indirectly owns, controls or holds

5 per cent or more of the outstanding voting stock §r shares of
both of them;

one of them directly or indirectly controls the other;

both of them are directly or_indirectly controlled by a

third pérson;

together they directly or indirectly control a third person; or

‘they are members of the same fomily.
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5. Persons vho sre associsted in business with ome another im that one is
the scle agent, sole distributor or scle concessionaire, however described,
of the other shall be deemed‘to be related for the purpogeéAof thie
Agreement if they £all within the criteria of paragraph b of,this Article.
Article 16

Upon written request, the importer shell 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 comstrued as restricting or ecalling
into question the rights of customs administrations to satisfy themselves
es to the truth or accuracy of any statément, document or declaration

presented for customs valustion iﬁurposesv
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PART II - ADMINISTRATION AND DISPUTE RESOLUTION

Institutions

Article 18

There shell be established under this Agreement:
1. A Committee on Customs Valuéticn (ﬁereinafter referred to as
the Committee) composed of representatives from each of the parties to
this Agreement. The Committee shall elect its own Chairmen and shall
normelly 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 objectives,
and to carry out sﬁch other responsibilities as may be assigned to it by the
parties. Thé GATT secretariat shall act as the secretariat to the Committee.
2. A Technical Committee on Customs Valuation (Héreinafter referred to
as the Technical Committee) under the auspices of the Customs
Cooperation Council which shall carry out the responsibilities 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, direectly or
indirectly, under this Agreement is beiﬁg nullified or impaired, or that the

achievement of sny objective of this Agreement is being impeded, as a result



MTN/NTM/W/ 229/Rev.1

Page 18

of the actions of another party or parties, it may, with a view to reaching
a mutually satisfactory solution of the matter, request consultations with
the party or perties in question. Each party shall afford sympathetic con-
sideration to any request from another party for copsultations.,

2. The parties concerned shall initiate requested consultations promptly.
3. Parties engaged in consultationz on a particular matter affecting the
operation of this Agreement shall attempt to conclude such consultations
within a reasonably short period of time. _The Technical Committee shall
provide, upon request, advice and assistance to parties engaged in
consultations,

Resolution of disputes

Article 20

1. If no mutually setisfactory solution has been reached between the
parties concerned in consultations under Article 19 above. the Comﬁittee shall
meet at the request of any party to the dispute, within thirty days of
receipt of such a request, to investigate the mstter, with a view to
facilitating a mutually satisfactory solution. |

2. In investigating the matter and in seleqting its procedures, the
Committee shall take intc account whether the issues in disputerelate to
commercial policy consideraéions or to questions requiring detailed
technical consideration. The Committee may request on its own initiative
that the Technical Committee carry out an examination, as provided in
pa;agraph 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 & dispute settlement procedure, competent bodies and
experts in matters under consideration may be consulted; appropriate
informetion and assistance may be requested from such bodies and experts. The
Committee shall teke into consideration the results of any work of the Technical
Committee 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 report to the Committee no later than

three months from the date the technical issue was referred to it, unleés the
period is extended by mutual agreement between the parties to the dispute.

Panel proceedings

5. In cases where the matter is not reférred to the Technicgl Committee; the
Committee shall establish a penel upﬁn the request of any party to the dispute
1f no mutually satisfactory solution has_been reached within three months from
the date of the request to the Committee to inﬁestigate the maﬁter. Where the
matter is referred to the Technical Committee, the Committee qhail establish a
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 présents its report - to the Committee.
6. (a) When a panel is established, it shgll be govérned by the procedures
as set forth in Annéx 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 ﬁechnical aspects of the matter

in dispute.
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Enforcement

T. After the investigation is completed or after the report of the
Technicel Committee or panel is pfesented to the Cﬁmmittee,.fhe:Committee
shall give the matter prompt consideration., With réspect’to'panel feports,
the Committee shall take appropriate actidﬁ-hormally within thirty days ofi

receipt of the report. 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 Qeems apprépriate.

8. If a party to which recommendations are addressed considers itsélf
unable to implement them, it should promptly furnish reasons in writing to
the Committee. In that event, the Committee shall consider what further
action may be appropriate.
9. If the Committee considers that the circumstances are serious enough
to justify such action, it may authorize one or more parties to this
Agfeement to suspend the application to any othef party or parties to this
Agreement of such obligations under this Agreement as it determines to be
aprropriate in the circumstances.
10. The Committeeshallkeép‘under.surveillance any matter on which it has
made fecommendations or given rulings.
11. If adispute arises between parties relating to rights and'obligations iinder
this Agreement, parties should complete the dispufe settlement procedures
under this Agreement before availing themselves of ény rights which they

have under the GATT, including invoking Article XX7IT thereof.
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PART IIY - SPECIAL AND DIFFERENTIAL TREATMENT

Article 21

1. Developing country parties to this Agreement may de;ay application

of its profisipns for a period nct exceeding five years from the date of
entry into force of ﬁhis Agreement for such éountries; Developing country
paities who choose to delay &pplichion of this Agreemént sﬁall rotify

the Director-General to the CONTRACTING PARTIES to thé‘GATT accordingly.
2. In addition to paragraph 1 above, developing couhtry parties to this
Agreement may delay application of Artic%e 1.2(b)(iii) andrArticle 6 for

a period not ekceeding three years fellowing their aéplication‘of 8ll
6ther.provisions of this Agrgement. Developing country perties that chooge
to delay épplication of the prOQisions specified in this paregraph @hail
rotify the Director-General to the CONTRACTING PARTIES to the GATT
accordingly. |

3. Developed country parties to this Agreement shall furnish. on
mutuaelly egreed terms, technical assistance to developing country partias
that so request. On this b#sis‘developed country parties shall draw up
programmés of technicel assistance which msy include, inter alis, training
of personnel,-assistance,in preparing implementation measures, access to
sources of information regarding customs veluation methodology, and advice

on the spplication of the provisions of this Agreement.
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PART IV -. FINAT, PROVISIONS

Acceptance and accession

Article 22

1. This Agreement shall be open for acceptance by signature or otherwvise,
by governments éontracting parties to the GATT and by the European Econcmic
Community.

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

so agreed.

3. Contracting parties may accept this Agreement in respect of those
territories for which they have international responsibilitj, provided

that the GATT is being applied in respect of such territories in 5ccordance
with the provisions of Articie XXVI:5(a) or (b) of the GATT; and in
terms‘of such acceptance, each such territory shall be treated as though

it were a ﬁarty 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 24

This Agreement shall enter into force on 1 January 1981 for the
governments* which have accepted or ascceded to it by that daté. For
eacb other government it shall enter into force on the thirtieth dsy
following the date of its acceptance or accession to this Agreement.

National legislation

Article 25

1. Fach 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 partj to this Agreemeﬁt 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

Article 26

The Committee shall review annually the implementation and

operation of this Agreement teking into account the objéctives thereof.
The Committee shall annually inform the CONTRACTING PARTIES to the

GATT of developments during the period covered by such reviews.

.x‘ ) -
The term "governments' is deemed to include the competent authorities
of the Furopean Economic Community .
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Amendments
ticle 27

The parties mey amend this Agreement, having regard, inter alia,
tc the experience gained in its implementation. Such an amendﬁent,
once the parties have concurred in accordance with procedures established
by the Committee, shéll not come intobforce for any party until it has
been accepted by such party.
Withdrawal
Article 28

Anyvparty 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
party to this Agreement may, upon the receipt of such notice,

request an immediate meeting of the Committee.
Secretariat

Article 2

This Agreement shall be serviced by the GATT secretariat éxcept
in regard to those responsibilities specifically assigned to the
Technical Committee, which will be serviced by the Customs Co-operation
Council.
Deposit
Article 30

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

party to shis Agreement and each contracting party to the GAIT a certified
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copy thereof and of each amendment thereto pursuant to Article 27, and
an information of each acceptance thereof or instrument of accession
thereto pursuant to Article 22, or writiten notice of each withdrawal

therefrom pursuant to Article 28,

Registration
Article 31

This Agreement shall be registered in accordance with the provisions

of Article 102 of the Charter of the United Nations.

Done at Geneva this ..isveeveernricienssseeeees day OFf cuiverenvinencnnnns
nineteen hundred and seventy-nine in a single copy, in the English, French

and Spanish languages, each text being euthentic.
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ANNEX I

i

INTERPRETATIVE NOTES

General Note

Sequential application of valuation methods

1. Articles 1 to T, inclusive, define how the customs value of imported
goods is tc 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 1 and’imported
goods are to be falued in accordance with the provisions éf 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 Arficle L, it is only when the
customs value cannot be determined undervthe provisions of a particulsr
Article that the provisions of the next Article 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 pfovisions.of Article 5, if it can be so determined.
4, Where the customs value cennot be determined under the provisions Qf
Articles 1 to 6, inclusive, it is to be determined under the provisions of

Article 7.
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Use of generally accepted accounting principles

1. "Generslly accepted sccounting principles” refers to the recognized
consensus or substantial authoxitative support within a country at a
pgrticular time as to which economic resources and obligations should be
recorded as assets and liabilities, which changes in assets and liabilities
should be regorded, how the assets and lisbilities and changes in them
ghould be measured, whet 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.

2. For the purposes of this Agreement, the custams administration of each
party shall utilize information prepered in s manner 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 cut utilizing information preparcd in a manner consistent wifh
generally accepted accounting principles of the country of impbrtation.

On the other hand, the determination of usual profit and general expenses
under the provisions of Article 6 would be cerried outvutiliziﬁg information
prepared in a manner éonsistent with generally accepted accqunting
principles of the country of preduction. As a further example, the
determination of an element provided for in Article 8.1(b){ii) undertaken
in the country of importation would be carried out ﬁtilizing information in
a manner consistent Qith the geneﬁally accépted accounting principles of

that eountry.
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"Note to Artiecle 1

Price actuclly paid or paysble

The price actnally paid or payable is the total payment made or to
be made by the huyer 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 wey of letters of credit or negotisble
instruments. Payment may be made directly or indirectly. An example of
an indirect payment would be the settlement by the buyer, whether in whole
or in part, of & debt owed by the seller.

Activities undertsken by the buyer on his own accdunt, other than
those for which an adjustment is provided in Article 8, ére not considered
to be an indirect payment to the seller, even though they might be regarded
as of benefit to the seller. Tﬁe'costs of such activities shall not,
therefore, be added to the price actually paid or payable in determining
the customs value.

The'cﬁstoms value shall not include the following charges or costs,
provided that they are distinguished from the price actuslly paid or
payable for the imported goods: |

(a) vcharges for constructién, erection, assembly, maintenance 6r

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 taxes of the country of importation.
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The price actually peid or payable refers to the price for the imported
goods. Thus the flow of dividends or other payments from the buyer to the
‘seller that do not relste to the imported goods arc not part of the

customs value.

Paragraph 1(a)(iii)

Among restrictions which would not render a price paid or payeble
unaccepteble are restrictions which do not substantially affect the value
of the goods. An example of such restrictions would be the case where &
seller requires a buwer'of autqmobiles not to sell or exhibit them.prior

to & fixed date which represents the beginning of a model year.

Paragraph 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 gbods being
.valﬁed,‘the transaction value shall not be.acceptablevfor customs purposes.
Some examples of this inelude: | o

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

(b). the price of the imported goods is dependent upon the price or
ﬁrices at which the»buyer of tﬁe imported goods sells other
goods to the seller of the imported goods;

(¢) the price is established on the basis of a form of peyment
extraneous to the imported goods, such as where the imported
éoodﬁ are semi-finished goode which have been provided by the
geller on condition thaet he will ﬁeceive & specified quantity of

the finished goods. -
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'However, conditions or conciderations relating to the production or
marketing of the imported gocds shall not resﬁlt in rejection of the
transaction value. For example, +the fact that the buyer furnishes the
seller with engineering and plans undertaken in the country of"iﬁportation
shall not result in rejection of the transaction‘value for the purposes
of Article.l. Likewise, if the buyer undertokes on his own account, even
though bty 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 fejection of the

transaction value.

Paragraph 2
1. Paragraphs 2(a) and 2(b) provide different means of establishing the

acceptabllity of a transaction jalue.-

2. Paragraph 2(a) proﬁides thet where the buyer'and.the seller are
related, the circumstances surrounding the sale shall be examinéd and the
transactionvvalue shall be accepted as the customs value provided that the
relationship did not influence the price. It is unot inténded‘fhat there
should be.an examination of the circumstances in all cases where the buyer
and the seller are related. Sﬁéh examination will only be required where
there sre doubts about the acceptability of the price. Where the customs
edministration 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 mey have previously examined the

relationship, or it may 8&lready have detailed information concerning
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the buyer and the seller, and may already be satisfied firom such exemipetion
or infbrmation that the relétionship did not influence the price.

3. VWhere the customs gdministration is uﬁable to accept the trensaction
value without further inquiry, it sﬁculd‘give the importer an‘opportunity
to supply such further detailed informetion as may be necessary to enable

it to examine the circumstances surrounding the sale. In this conmtext,
the customs administration should be prepared to examine relevant aspects

of the trahaaction, inecluding the way in which the buyer and seller

organize their commercial relations and the way in thch the price in
question was arrive& 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
priée.had not been influenced by the relationship. As an example of this,
if the price had been settled in a menner consistent with the normel 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'pricé had not been influenced by the rélatiqnship. As a further
example, wﬁere it is shown that the price is ddequate to ensure recovéry

of all costs plus a profit which is representatlve of the firm's overall
profit reallzed over a representative period of time {e.g. on an annusal
basis) in sales of goods of the same class or kind,this would demonstrate

that the price had mot been influenced.
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k. Paragraph 2(b) provides an opportunity for the importer to demonstrate
that the transaction value closely approximates to a "test” valué previcusly
accepted by the customs administﬁation and is therefore acceptable under
the provisions of Article l. Whefe a test under paragraph a(b)vis met, it
is not necessary to exaﬁine the'question of influence under paiaéraph 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 imﬁorter 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.

Paragraph 2(b)
A number of factors must be taken into considerstion in determining
whether onme value "closely approximates" to ancther value. These factors
inciude_the nature of_the.impcrted goéds, the ﬁature of the industry itself,
the season in which the goods are imported, and, whether the difference in
values is commercially significant. Since these factors may vary from case
to case, it would be impossible to apply a uniform standard such as a fixed
percentﬁge, in each case. For example, a smell difference in vﬁ;ue in a
case in?glving one type of goods could be unacceptable while a large
difference in a case invchﬁing-another type of goods might be acceptable in
determining whether the transection value closely approximstes to the "test"

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

1. 1In applying Article 2, the customs administration shall,'ﬁherevar
possible, use a saie of idénﬁicalvgoods &t #ﬁé-Same‘gamnércial ilevel and in
substantially the same'qnantities.aa the goods béing valued. Where no such
sale is fouﬁé,.a sale of identical goods that takes place under any one of
the following thiee cdﬂditions may be used:

(a) a sele at the ssme commercisl level but in different

_-qnaﬁtities;
(b) & sale at & different commercial level but im substambially the
seme quantities;  or |
(¢) a salerat a'différént commércial lével'and in different
quantities.

2. Having found'a.sale ﬁnder any one of these three conditioms adjustments
will then be maée, as the case may be, for:

(a) quantity factors only;

(b) commercial level factors only; or

(cf both commercial level and quantity factors.
3. The expression "and/or" allows the flexibility to use the sales and
moke the necessary adjustments in any onme of the three conditions described
above,
4., TFor the purposes of Article 2, the transaction value of idenmtical
.imported goods means aﬁusfqmsvalue, adjusted &s provided for in
paragraphs 1(v) andbz of this Article, which has alreaéy'been accepted

under Article 1.
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5. A condition for adjustment because of different-commercidl lavels or
different quantities is that suchradjustment,;whethér it.leads,to an increase
or a decrease in the value, be made pnly on the basis of demonstreted |
_evidence ﬁh&t clearly esteblishes the réaéonableness and accuracy of the
adjustment, e.g. valid price listé'containing prices reférring to different
levels or different éuantities; As asn example of this, if the imported goods
Being vaiued consist of a shivment of 10 units and the oﬁly'identical
imporﬁed éoods for which a trensaction value exists involved a sale of

500 units, and it is recognized that the sellér grants quantity discounts,
the'requiréd adjustment may be accomplished by resorting to the selle:'s
price list and using'that price applicable to a sals of 10 units. This does
not require thet a sale had to have been made in quantities of 10 as long

as the price lisf nas been established as 5eing bona fide through saleé at
other quantities. In the absence of éuch an objective neasure, howevér,

the determination of a customs value under the provisions of Article 2 is
ot 5ppropriate;' |

Note to Article 3

1. In applying Article 3, the customs adminiétration-shall, wherever
possible,-use'a sgle.of.sigilar gdods at the sane coﬁmercial level and in
subétantially'the same quantities as the goods being valued.  Where no such
sale is found; e sale of similar”goods that takes place under any one of the
following three-conditions:may be used:

) . .’ - L » . . . -
(2) a sale at the same commercial level but in different gquantitiess
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(b) & sale at g‘diffe;ent commercial level but in sﬁbstantially.the
same quanfitiéé: or
(0)_'é sale at a.différent commercial lsvel and im different
éuantitiés.

2. Haviﬁg:foundva éale under any one of these three corditions adjustments
will'ﬁhen be ﬁadé, as;the casefﬁay be, for:

(a) quantity factor#loniy;

(v) commefci&l level factors only; or

(¢) both commercial lgvel‘ahd quantity factors.
3. The expression‘"and/or" allows the flexibility to use the sales and
make the‘neceésary adjustments in any oné of the three conditions described
above.
L., PFor the purposes of Article 3, the transaction value of similar impcrted
goods meaﬁs a customs value, adjusfed as provided for in‘paragraphs 1(v) and
2 of this Article,which'has already been accépted under Article 1.
5. A condition for adjusﬁment because of different commercial levels or
different quantities is that such adjuspment, whether it lead§ to an increase
or a dec:ease_in the value, be made only on the baszis of démonstrated
evidence that ciearly eétablishes the reasonabléness and accuracy of the
adjustment, e.g. valid price lists containing prices referring to different
levels or different quanéities. As dn,example of this, if the imported
goods being,yalued consist.éf a shipmeﬁt of 10 units and thé 6nly similayr

imported goods for which a transaction value exists involved a sale of
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500 units, end it is recognized thet the selle: grants gquantity discounts,
the required adjustment may be accomplished by resorting to the saller's
price list 2nd using thet price epplicable to =2 sale of 10 units. This

does not require that a sale had to have been mede in quantities of 10 as
leng as the price list has beeﬁ established as being bone fide through sales
at other quantities. In the sbsence of such an objective measure, however,
the determinztion ¢f a customs value under the provisions of Article 3 is
not apprepriate.

Note to Article 5

1. The term "unit price at which ... gccﬁs are sold in the grestest
agaregate quantity’ means the price at which the greatest numBer of units
is s0ld in sales to pérsons wﬁo are not rélated to tﬁe versons from whom
they buy such goods at the first commerciel level after importation at which
such sales take place.

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

favoureble unit prices for purchases made in larzer quantities.

Total guantity

Sale quantity Unit orice v Number of sales sold =t each
1-10 units 160 ' 10 sales of 5 units 65
5 sales of 3 units
11-25 units , 95 5 sales of llunits 55
over 25 units 90 1 sale of 30 units - 80
1 szle of 5O units

The greatest number of units sold 2% o price is 80; 3therefors, the unit

price in the greastest o2gzregcate guantity is 90.
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3. As snother example of this, two sales occcur. In the first sale 500 units are
80ld at a price of 95 currency units each. In the sécond sale 400 units are sold
at a price of 90 currency units each. In this example, the greatest mumber of
units sold at a particﬁlar price is 5003 théfefdfe, the unit price in the grestest
agg‘gfegate quantity is 9%, .
L, A third exampie would be the Pfollowing situation where various quantities

sre s0ld gt various prices.

(a) Sales
Sale guantity : Unit price
ko units 100
30 units ' 90
15 umits 100
50 units S5
25 units 105
35 units - 90
5 unit.s 100
(b) Totals
T&:a.l guantity sold Unit price
65 90
50 .95
60 oo
25 : 105

In this example,the greatest number of units sold at & particular price
is 65; therefore,.'che unit price im the greatest sggregate quantity is 90.
5. Any sale in the importing country, ‘a.s described in paragraph 1 above,
to a person who supplies directly or indirectly free of charge or at reduced
cost for use in commection with the production and sale for export of the
imported gooda any of the elements specified in Article 8.1(b), should not be
taken into account in establishing the wnit price for the purposes of

Article 5.
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6. It should be noted thet “profit and general expenses” referred to in
Article 5.1 should be taken as a whole. The figure for the
purposes of this dedustion should be determined on “he basis of information
supplied by or on behalf of the importer unless his figures are-iﬁéonsistent
with those obtaining in sales iﬂithe country of importation of imported goods
of the same class or kind. Where the importer's figures sre inconsistent

with such figures, the amount for profit and general expenses mey be based
upon relevant information other than that supplizd by or on behelf cof the
importer.

T. The "general expenses’ include the direct and indirect costs of marketing
the goods in gquestion.

8. Local taxes payable by reaéon of the sales of the goods for which a
deduction is not made under the provisions of Article 5.1(a)(iv) shall bve
deducted under the provisicms of Article 5.1(a)(i).

9. In determining either the commissions or the usual profits and general
expenses under the provisions of Article 5.1, the question
whether certain goods are 'of the same class or kind’ as other goods must be
determingd on a case-by-case basis by reference to the circumstances involved.
Sales in the country of importation of the narrowest grou? or range of
imported goods of the same class or kind, which includes the goods being
valued, for which the necessary information can ve érovided, shoul& be
examined. For the purpvoses of Article 5, "goods of the same class or kind'
include goods imported from the same country as the goods being valued as

well as goods inmported from other countries,

10. TFor the purpesesof Afticle 5.1(v), the "earliest date" shall bve

date by which sales of tne imporied zoods or of identicael or similar Iimported

I

ct

—ade in suif

(1]

. 3 \ - 3 dew - L L, L 3 + 3
goods ar gient auantiity S0 sstatlish the unii drice.
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11. Where the method in Article 5.2 is used, deductions made for the value
added by further processing shall be based on objective and quantifisble data
relating to the cost of such work. 'Accepted industry formilas, recipes,
methods of construction, end other industry practices would form the ‘basis
of the calculations.
12.. It is recognized that the method of veluation provided for in
Article 5.2 would normally not be applicable when, as a result of the further
processing, the imported goecds lose their identity. However, there can bde
instances where, although the identity of the imported goods is lost, the
value added by the processing can be determined accurately without
unreasonable difficulty. On the other hand, there can also be instances
where the imported goods maintain their identity but form such a minor
element in the goocds sold in the country of importation that the use of this
valuation method would be unjustified. In viéw of the above, each gituation
of this tympe must be considered on a case-vy-case basis.

Note to Article 6

1. As a general rule, customs value is determined under this Agreément on
the besis of information readily available in the country of importation.
In order to determine a computed value, however, it-may'be necessary to
examine the costs of producing the goods being valued and other information
which has to be obtained from outside the country of importat.ion. Further-
more, in most céses the producer of the goods wili be outside the jurisdic-

tion of the suthorities of the country of importation. The use of the
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computed value method will generslly be limited to those cases where the
buyer and seller are related, and the producer is_prepared to supply t¢o the
suthorities of the country of importatiom the necessary costings and to
provide facilities for any subsequent verification which msy be necessary.
2. - The "cost or value" referred to in Article 6.1(a) is to be
determined on the basis.of informaxion-relating to the production of the
goods being valued supplied by or on behalf of the producer. It is to be
based upon the commercial accounts of the producer, provided that such
sccounts are consistent with the generally accepted accounting principles
applied in the country where the goods are produced.

3.° .The "cost or value” shall include the cost of elements specified in
Article 8.1(a)(ii) end (iii). It shall also include the value, apportioned
as appropriate under the provisions of the relevant note to Article 8, 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 specified in Article 8.1(v)(iv)
vhich are undertaken in the country of importation shall be included only to
the'extent thet such elements are charged to fhe producer. It is to be
understood tﬁat no cost or value of the elements referreﬁ to in this
paragraph shall be édunted fwice in @etermining the computed value.

4, The "amount for profit and general expenses” referred to in

Article 6.1(b) is to be determined on the basis of information
supplied by or on behalf of the producer uniess his figures are inconsistent
with those usually reflected in sales of goods of the same class or kind as
the goods being valued which are made by producefs 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 and
general expenses” has to be teken as a whole. It follows that if, in any
perticular case, the producer's profit figure is low and his general
expenses are high, his profit and general expensas teken together may
nevertheless be consistent with that usually reflected in saleé of goods
of the same class orikind. Such a Qitﬁation might occur, for example, if
e product were being launched in the country of importation and the producer
accepted a nil or low profit to offset high general expenses associated
with the launch. Where the producer cen demonstrate that he is taking a
low profit on his sales of the impofted goods because of particular
commércial circumstances, his actual profit figures should be taken into
account provided that he has valid commercial reasons te justify them and
his priciﬁg policy reflects usual pricing policies in fhe_branch of
indugtry conecerned. Such a situﬁtidn might occur, for example, where
producers have been forced to lower prices temporarily because of an
unforeseeable drop in demand, or where they se;l goods to complement a
renge of goods being produced in the country of importation and accept a
low profit to maintain competitivity. Where the producer's own figures
for profit and general expenses are not consistent with those usuelly
reflected in sales of goods of the smme class or kind as thé goods being
valued which are madeuby pfoducers in the country of exportation for export
to the.ccﬁntry ofiimportaticn, the amount for profit and general expenses
moy be based upon relevant information other than that supplied by or ¢n

behalf of the producer of the goods.
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6. Where informetion other than that supplied by or on behalf of the
prodﬁcer is ﬁséd for the purposes of determining 2 écmputed vﬁlgﬂ, the
authorities of the importing.cquntry shell inform ‘cfhe:i.m.p(:x“l::—:r.J if the
latter so requests, of the source of such infbimation, the dats used znd
the_calculaticns besed upon such data, subject tS the provisions of
Article 10. |

7. The ”géneral,expenses" referred to in Article 6.1(b) covers the
direct and indirect costs of producing and selling the éoods_for

export which are rot included under Article 6.1(a).

8. Whether certain goods are "of the seame class or kind’ as other goods
must be determined on a caée-by«case'basis with reference to the ¢ircum
stances involvéd. In determining the usuzl profits and general expeﬁses
under the provisions of Article 6, sales for export to the cowntry of -
importation of the narrocwest group or raﬁge of goods, whicﬁ includes the
goods being valued, for which the necessary informaticn can be provided,
should be exemined. For the purposes of Article 6, "goods of the seame
class or kind" must be from the same country as the goods being valued.

Yote to Article T .

1. Customs wvelues deternined under the provisions of Article T .should, to

the groatest extent possible, be based on previously determined customs

2. The methods of valustion to be employed under ArticLe.T'should be
those leid down in Articles 1 to 6, inclusive, but a reasonable»fiexibility
in the applicatién of such methods would be in conformity with the =aims

and provisions of Article T.
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3. Some examplas of reesonable flexibility are as follows:

(s) ldenticsl goods - the requirement that the identical goods should be
exported at or about the same time as the goods being valued could be
flexibly interpreted; identical imported goods produced in s country
other than the country of exportation of the goods being velued could
be the basis for customs veluation; customs velues of identical
imported gosds already determined under the provisions of Articles §

and 6 could be used.

(») Similar goods - the requirement that the similar goods simu.ld be
exporsed at or szbcut the same time as the goods being valued could be
flexibly interpreted; similar imported goods produced in a ecountry
other than the country of exportation of the goods being wvalued ecould
be the basis for customs valuation; customs velues of similer
imported goods zlreaedy determined under thé-provisions of Articles 5
and 6 could bé used. |

{2} Deductive method - the requirement that the goods shall have been sold

in the “condition &s imported” in Article 5.i(a) cculd be flexibly
interpretdd; the "ninety days" requirement could bYe administered
flexibly.

Note to Article 8

Paregraph 1(a)(i)

The term "buying coumissions" means fees paid by en importer to his
egent for the service of representing him abroad in the purchase of the

goods being valued.
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Paxagraph 1(b)(ii)

1. There are two factors involved in the spportionment of the elements
specified in Articie‘Bfl(b)(ii) to‘the imported_gcods ~ the value of fhé
element itself and the way in which that Qalue is to be.apportiOned to the
imported goods. The apportionmént of these elements should be'madeﬂin-a‘.
reasonable manner appropriate to the circumstances and in accordance with.
genevrally accepted accounting frinciples.

2. Concerning the value of the element, if the importer acquires the
element from a seller not related to ﬁim5at.ﬁigiven COsfg the value of
the element is that cost. If the element was produced by the iﬁpérter‘or
by a person related to him, its value would:be the cost of producing it.
If the element had been previously used by the importer, regardless of
whether it had been acquired or produced by such imﬁorter, the origiqal
cost of acquisition or production would have to be adjusted downward to
reflect its use in order to arrive at the value of the element.

3. Once a value has been determined for the element, it is necessary to
apportion that value to the imported goods. Varioﬁs possibilities exist.
For ekample, the vaiue might be apportioned to the first shipment if the
importer wishés to pay duty on the entire value at one time.. As anéther
example, the importer may request that the value be apportioned over the
number of units produced up to the time of the first shipment. As a
further gxample, he may request that the value be apportioned over the

entire anticipsted productionwherecbntractsorf&rﬁ conmitments exist for that
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production., The method of apperticnikent used will depend upon the
documentation provided by tike importer.
L. = As an illustrstion of the above, an importer rrovides the producer with

a mould to be used in the production of the imported soods and contracts
- i ) R

X

with hinm to duy 10,000 units. By_the time of arrival of the first shipment
0f 1,000 units, the producer has zlrsady produced 4,000 wits. The importer

may request the customs administration to apportion the wvalue of the mould
ovar 1,0C0 units, 4,000 units or 10,0C0 units.

Paregravn 1(d)(iv)

1. Additions for the elements spvecified in Artiele 8.1(v)(iv) shoﬁld e
based on objective and'quantifiable data. In order to minimize the burden
for both»ihe importer and customs administration in determining the #alues
to Ee added, data readily available in the buyeris commercial recoré system
should be used in so far as possible.

2. For those clements supplied by the buyer which were purchased or
leased by the buyer, the addition would be the. cost of the purchase or the
leese. UNo addition shall ve mede for those slements availadble in the public

bteining copies of %

domain, other than the cost of o nem.
3. The ease with which it may be possible to calculate the values to b2
added will depend on a jartiouwlar firz's structurs and management tractice,

as well as its accounting methods.
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L.  For exampls, it is possible that a firm which irports a variety of
productsvffom savaral. countries maintaiﬁs,thé recbrds of its design centre
outside the country of importation in such a vay as to show agcurately the
costs attributable to a given product. In such cases, a direct adjustment
may approvriately be made under the provisions of Article 8.

5. In another case, s firm may carry the cost of the design centre outside
tha country of iamportation as a genefal overhead expense without allocation
to specific products. Ia this instance, an appropriats adjustment could be
made under the provisions of.Article 8 with respect to the imported goods
by apportioning total design centre costs oﬁer total production benefiting
from the design centre and adding such apportioned cost on a unit basis to
imports.

6. Variations in the above circumstances will, of course, require
diffarent factors to be considered in determining the prover method of
allocation.

7. In cases where th; production of the element in question invoives(a
number of countries eand over a period of time, the adjustment should be
limited ﬁo the value acfually added to that s2l:2ment outside the country of
importaﬁion.

Parzsgravh 1(c)

1. The royalties and licence fees referred to in Article 8.1(c) may
incigde, among other things, peyments in reépect to petents, trademarks end
copyrights. However, the charges forithe right to reproduce ﬁhe imported
goods in the country of importation shall not e addéd_to the price actually

paid or payedla fer the imporited goods in determining the customs vaie.
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2,. Payments mada by tae buyer Tor the rizht to distribute or resell the
imporied goods shall not be added to the price actﬁally paid or paysble for
the imported goods if such payments are not a condition of'the-sﬁle for
export to the country of importation of the imported goods.
Paragraph 3 |

 Where>objective'and quentifisble date do not exist with regard to the
additions required to be made under the provisiéns df-Artibié'B, the
transaction value cannot be determined under the provisions of Article 1.
As an illustrafioh of this, 2 royalty is paid'on the. basis of tﬁe'pfice in
a sale in the importing country of a litre of & particular product that was
imported by the kilogram and mede up into 2 solution after importation. If
the royalty is bas§d>partially on the importasd goods and pertially on other
factors which have nothing to do'?ith the importéd goods (such as when fhe
imported‘goods are mixed with doﬁesﬁié ingredients énd are né longer
separately identifiable, or when the royalty cannot be distinguished From
special financial arrangements between the dbuyer and the seller), it would bde
inappropriate_to attempt to meke an =2ddition for the royaltj. However, if
the amount of this royalty is based only on the imported goodé and can be:
readily quantified, =n addition to the price actuailyvpaid or jayable_cah ba
made. |

Note to Article 9

For the purposés of Article 9,"time of importation’ may include the

time of entry for custons purposes.
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Note to Artiele 11

1. Article 1l provides the importer with the right to appeal againat e
valuation determination made by the customs administration for the goods-‘being
valued. Appeal may rirst be to a highér le?wl in the customs administration;
but the importer shall have the right in the final instance to appéal to the
judiciary. |

2. ”Withaux pepalty” means that the importer shall not be subject to a

fine or threat of fine merely because he ehoﬁe to exercise his right of
appeal. Payment of norﬁal court cogts and lawyers' fess shall not be
ccnsidered to be a fine.

3. However, nothing in Article 11 shall_pravenf a party from requiring
full payment of assessed customs du;ies prior to an appéal.

Note to Article 15

Paragraph U
For the purposes of this Article, the term "persona’ includes legal

persons, where sppropriste.

Parsgraph U(e)

For the purposes of this Agreement, one person shell be deemed to
controi-anqther when the former is legally or cperationally in a position

to exercise restraint or direction over the latter.
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ANNEX I

Technical Committee on Customs Valuation

1. In accordance with Article 18 of this Agreement, the.Technical Committee
shall be established under the auspices of the Customs Co~opera£ion Council
with a view, at the technical level, towards uniformity in interpretation and
application of this Agreement. |

2. The responsibilities of the Technicél Committee shall include the
following: |

(a) to examine specific technicai préblems arising in the day-to-day
administration of thé cugtoms &aluation systems of parties to this Agreement
and to give advisory opinions on appropriate solutions based upon the facts
piesented;

(b) +to study, as requested, valﬁation laws, procedures snd practices as
they relate to this Agreement and to prepafe reports on the results of such
studies; |

{¢) to prepere and circulate annual reports on the technical aspects of

the operatibn and status of this Agreement;

(d) %o furnish such information and advice on any matters concerning the
veluation of importéd goods for customs purposes as may be requested by auy
party to this Agreement or the Committee. Such information aad advice may
take the form of advisory cpinions, commentaries cr explanatory notes;

(e) to facilitate, as requested, technical asaistance to parties to this
Agreement with a view to furthering the international acceptance of this
Agreement; and |

(f) %o exercise such other responsibilities as the Committee may assign

to it.
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General

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

h.b The Technical Committee éhall be assisted as apprépriate in its
activities by the Secrgtariat of the Customs Co-operation Council.

Representation

5. Each party to this Agfeement shall héve‘the right to be represented on
the Technical Committee. FEach party may noﬁinate one delegate and 6ne 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. Representatives 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—opefation Council who are not parﬁies to this
Agreement may be represented at meetings of the Technical Committee by one
delegate and one or more alternates. Such'representatives shall attehd.
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~operati6n Council (heréinafter referred
to as "the Secretary-General") may invite represenfatives of governments
which are neither parties to tﬁis Agreement nor members of the Customs
Cd—operation Council and represenfatives of international go&érnmental and

trade organizations to attend meetings of the Technical Committee as observers.
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8. Nominations of delegater, alternates and advisers to meetings of the
Technicel Committee shall be made to the Secretary-General.

Technical Committee meetings

9. The Technical Committee shall meét‘as necessary but at least two times
a year. Tﬁe date of each meeting shall be fixed by the Technical

Committee at its preceding session. The date of the meeting may

be véiied either at the request of any memter of the Technical Committee
concurred in by & simple méjority of th ‘mgmbérs of tﬁé‘%eéhnioal

Committee or, in cases.requiring urgent attention, at the request of the
Chairman.

10. The meetings of the Technical Committee shall be held at the head-
quarters of the Customs co-operation Council unless otherwise decided.

11l. The Secretary-General shall iaform all membefs of the Techﬁical
Committee and fhose included under .paragraphs & and 7 at least thirty days
in advance, =xcept in urgent cases, of the cpéning date of eech session of
the Technical Cormittee.

Agenda

12. A provisional agenda for eech 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 at least thirty days in
edvance of the session, except in urgent cases. This agenda shell comprise
all items whose inclusion has heen approved by the Technical Comittee
during its preceding session, all items included by the Chairman on his own
initiative, and ell items whose inclusion has been requested by the
Secretary~General, by the Committee or by any member of the Technical

Committee.
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13. The Technical Ccmmlttee shall determine its agenda at the openlng of
each session. During the session the agenda may be altered at any time by
the Technical Committee.

Officers and conduct of business

14. The Technical Committee shall elect frum among the delégates of its
members a Cheirman and one or more Vice Chairmen., = The Chaifman and Vice
Chairmen shall each hold office for a period of ome year. The retiring
Chairman and Vice Chairmen are eligible for re-election. A Cheirman ogr
Vice Chairman who ceases to represent a membe? of the Téchnical Committee
shall automatically lose his mandate.
15.‘ If the Cheirman is absent from any meeting or part thereof, a Vice
' Cheirman shall preside. In that event, the latter shall have the same
powers and duties as the Chairman. |
16. Thé Chairman of the meeting shalli participate in the proceedings of
the Technical Committee as such and not es the repregentative of a member
of the Technical Committee.
17. In addition to exercising the powers conferred dpon_him elsevhere by
these rules, the Chairman shall declare thé opening and closing of each
meeting, direct the discussionm, accord the right to speak, and; pursuant to
these rules, have control of the proceedings. The Chairman may also call a
speaker to order if his remarks ere not relevant.
18, During discussion of any matter a delegation may raise a point of
order. In this event, the Chairmen shall immediately stete his ruling. ‘If
this rulirg is challenged, the Chairman shall submit it to the meeting for

decisions and it shall stand unless overruled.
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12. The Secretery-General, or officers of the Secretariat designeted by him,

shall perform the secretarial work of meetings of the Technicel Committee.

Quorum and voting

20. Re?resentatives of 2 simple majority of the members of the Technical
Committee shall constitute a quérum.

2l. Eack member of the Technical Committee shall have one vote. A decision
~of the Technical Committee shall he taken by & majority comprising ab least
two thirds of the members present. Regnrdlessvof the ou%come of the vote on
a partiéular'matter, the Technical Committee shall be free to make a full
report to the Conmittee and to the Customs Co~operatiocn Council on that

matter indicating the different views expressed in the relevant discussicns.

Languages and records

22. The official languages of the Technical Committee shell be English,
French and Spanish; Speeches 6r sfatéments'made in any of these three
languages shall be immediateiy transleted into the official languages unless
all delegations agree to dispense vith translation. Speeches or statements
mede in any other language shell be trenslated into English, French and
Spanish, subject to the same conditions, but in the event the delegatiqn
concerned shall provide the translation into English, French of Spenish.
Only Englishk, French aﬁd Spanish shall be used for the official documents of
‘the Technical Committes. Memorenda and correspondence for the consideration
of the Techniecal Committeé must be presenﬁed in one of the official

languages.
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23. The Teéhnical Committee shall draw up & report of allbitm sesgions and,
if the Chairman éonsiders it neceésary, minutes of-summary records of its
meetings. The Chairmen or his designee shall report on the work of the
Techniéal>Committeg at each meeting of the Coﬁmittee and at each meeting of

the Customsz Co~operation Council,
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ANNEX IIT

Ad hoc panels

1. A4 hoc panels established by the Committee under this Agreement shall
have the following responsibilities:
(a) to examine the matter referréd to if by the Committee;
(b) +to consult with the parties to the dispute and give full opportunity
for them to deyelop a mutvally satisfactory soluticn; and
(c) to make a statement concerning the facts of the matter as they
relate to the application of the provisions of this Agreeﬁent and,
make such findings as will assist the Committee in making
récoﬁmendations or giving rulinés on the mat+er.
2. In order to facilitate the constitutionvof panels, the Chairman of the
Committee shall maintain an iﬁformal indicative list of govermment officials
knowledgeable in the area of customs valﬁation and experienced in the field
of trade relaticns and economic.developmentg This list may also include
pereon: obher than government officiais. In tﬂis connection, each party
to thisaAgreemeni shall be invited to indicate at the beginning of every
year to the Chairman of the Committee the name(s) of the one or two.govern—
mental experts whom the éarties to this Agreement would be willing o make
available‘for such work. When a panel is established, the Chairman, after
consultation with the parties concerned, shall, within seven days of such
establishment,rpropose the composition of fhe panel coﬁsisfingfof three or
five members and preferably government officials. The parties directly
concerned shall react within seven working days té nominations of panel

members by the Chairman and shall not oppose nominations except for

compelling reasons.
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Citizens of countriés whose governments are parties to a dispute shall
nct be eligible for membership of the panel concerned with that dispute.
Panel members shall serve in their individual capacities and not as govern-
ment representatives, nor as repfesentatives of any organizatioﬁ.'.Governments
or organizations shall therefore not give them inétructions with regard to
matters before a panei.

3. Fach panel shall develop its own working procedures. Ali parties having
a substantial interest in the matter and haviﬁg notified this to the
Comnittee shall have an opportunity to be heard. Each.panel may consuit an@
seek information and technical advice from any'sbﬁrce it deéms appropriaié.
Before a panel seeks such information-or technical advice frbmba source
within the jurisdiction of a party, it shall inform the government of that
party. Any partyrto this Agreement shall respond pfomptly end fully to any
.request by a panel for such information as the panel considers necessary

and appropriate. Confidential information provided to the panel shall not be
disclosed without the specific permission of the person or governmént
providing such information. Where such information is requested ffom the
panel but release of such information by the panel is not authori;ed, a non-
confidential summary of the information, suthorized by the perssn_or
government providing the informatioﬁ, will be provided.

L, Wﬂere the parties to the dispute have failed to reach a satisfactory
solution, the panel shall submit its findings in writinz., The report of

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

that a solution has been reached,
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5. Panels shall use such report of the Technical Committee as may have
been issued under Article 20.k4 of this Agreement as tﬁe basis for their
consideration of issues that involve questions 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, normaliy within a period of three
months from the date that the panel was established.

7. To encourage development of mubuslly satisfactory solutions between
the parties to a dispute and with a view to obtaining their comments, each
panel should first subﬁit the descriptivé part of its report to the parties
concerned, and shéuld subsequently submit to the pafties to the digpute its
conclusions, or an outline thereof, a reasonable period of time before they

are circulated to the parties to this Agreement.



