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Chapter 3 — Valuation of goods for customs purposes
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In order to ensure that the transaction value is rejected by Customs in such
cases on an objective basis, the Agreement on Customs Valuation stipulates
that national legislation should provide certain rights to importers. First, where
Customs expresses doubts as to the truth or accuracy of a declared value,
importers should have a right to provide an explanation, including documents
or other evidence to prove that the value declared by them reflects the correct
value of the imported goods. Second, where Customs is not satisfied with the
explanations given, importers should have a right to ask Customs to
communicate to them in writing its reasons for doubting the truth or accuracy
of the declared value. This provision is intended to safeguard the interests of
importers, by giving them the right to appeal against the decision to higher
authorities and, if necessary, to a tribunal or other independent body, within
the customs administration.

The rule that transaction values declared by importers should be used for
valuation of goods applies not only to arms-length transactions but also to
transactions between related parties. In the latter transactions, which generally
take place among transnational corporations and their subsidiaries or affiliates,
prices are charged on the basis of transfer pricing which may not always reflect
the correct or true value of the imported goods. Even in such cases, the
Agreement requires Customs to enter into consultations with the importer, in
order to ascertain the type of relationship, the circumstances surrounding the
transaction and whether the relationship has influenced the price. If Customs
after such examination finds that the relationship has not influenced the declared
prices, the transaction value is to be determined on the basis of those prices.
Further, in order to ensure that in practice the transaction value is not rejected
simply on the grounds that the parties are related, the Agreement gives importers
the right to demand that the value should be accepted when they demonstrate
that the value approximates the test values arrived at on the basis of:

Q Customs value determined in past import transactions occurring at about
the same time between unrelated buyers and sellers of identical or similar
goods, or

Q Deductive or computed values calculated for identical or similar goods (see
below).

Five other standards

How should Customs determine dutiable value when it decides to reject the
transaction value declared by the importer? In order to protect the interests of
importers and to ensure that the value in such cases is determined on a fair and
neutral basis, the Agreement limits the discretion available to Customs to using
the five standards it lays down. The Agreement further insists that these
standards should be used in the sequence in which they appear in the text, and
only if Customs finds that the first standard cannot be used should the value be
determined on the basis of the succeeding standards.

The standards, presented in the sequence in which they are to be used, are
discussed below.
The transaction value of identical goods

Where value cannot be determined on the basis of the transaction value, it
should be established by using an already determined transaction value for
identical goods.

The transaction value of similar goods

Where it is not possible to determine value on the basis of the above method, it
should be determined on the basis of the transaction value of similar goods.
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for rejecting the transaction value. Customs can reject the transaction value in
such situations only if it has reasons to doubt the truth or accuracy of the
declared price of the imported goods. Even in such cases, it has to give importers
an opportunity to justify their price and if this justification is not accepted, to
give them in writing the reasons for rejecting the transaction value and for
determining the dutiable value by using other methods. Furthermore, by
providing importers the right to be consulted throughout all stages of the
determination of value, the Agreement ensures that the discretion available to
Customs for scrutinizing declared value is used objectively.

In addition to the right of importers to be consulted at all stages of the
determination of dutiable value, the Agreement requires national legislation on
the valuation of goods to provide the following rights to importers:

QO The right to withdraw imported goods from Customs, when there is likely to
be a delay in the determination of customs value, provided they leave a
sufficient guarantee in the form of a surety or deposit to cover the payment
of customs duties for which goods may be liable.

O The right to expect that any information of a confidential nature that is
made available to Customs shall be treated as confidential.

Q The right to appeal, without fear of penalty, to an independent body within
the customs administration and to a judicial authority against decisions
taken by Customs.



	Chapter 3: Valuation of Goods for Customs Purposes
	Summary
	Types of customs duties
	Rules of the Agreement on Customs Valuation
	The main standard: transaction value
	Five other standards
	The transaction value of identical goods
	The transaction value of similar goods
	Deductive value
	Computed value
	Fall-back method
	Developing countries and the Agreement


	Business implications




