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1  ARTICLE 1 OF THE AGREEMENT ON IMPLEMENTATION OF ARTICLE VII OF THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE 1994 

1.1  Text of Article 1 

Article 1 
 

1. The customs value of imported goods shall be the transaction value, that is the price 
actually paid or payable for the goods when sold for export to the country of importation 
adjusted in accordance with the provisions of Article 8, provided:  
 
 (a) that there are no restrictions as to the disposition or use of the goods by the 

buyer other than restrictions which:  
 

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

 
(ii) limit 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 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 of any subsequent resale, disposal or use of the 

goods by the buyer will accrue directly or indirectly to the seller, unless an appropriate 
adjustment 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.  

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

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

 
 (b) In a sale between related persons, the transaction value shall be accepted 

and the goods valued in accordance with the provisions of paragraph 1 whenever the 
importer demonstrates that such value closely approximates to one of the following 
occurring at or about the same time:  

 
(i) the transaction value in sales to unrelated buyers of identical or similar goods 

for export to the same country of importation;  
 

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

provisions of Article 6;  
 
 In applying the foregoing tests, due account shall be taken of demonstrated 

differences in commercial levels, quantity levels, the elements enumerated in Article 8 
and costs incurred by the seller in sales in which the seller and the buyer are not 
related that are not incurred by the seller in sales in which the seller and the buyer 
are related.  

 
 (c) The tests set forth in paragraph 2(b) are to be used at the initiative of the importer 

and only for comparison purposes. Substitute values may not be established under 
the provisions of paragraph 2(b).  

 
1.2  Text of interpretative note to Article 1 

Note to Article 1 
 

Price Actually Paid or Payable 
 
1. The price actually paid or payable is the total payment made or to be made by the buyer 
to or for the benefit of the seller for the imported goods. The payment need not necessarily 
take the form of a transfer of money. Payment may be made by way of letters of credit or 
negotiable instruments. Payment may be made directly or indirectly. An example of an indirect 
payment would be the settlement by the buyer, whether in whole or in part, of a debt owed 
by the seller.  
 
2. Activities undertaken by the buyer on the buyer's own account, other than those for which 
an adjustment is provided in Article 8, are not considered to be an indirect payment to the 
seller, even though they might be regarded as of benefit to the seller. The costs of such 
activities shall not, therefore, be added to the price actually paid or payable in determining the 
customs value.  
 
3. The customs value shall not include the following charges or costs1, provided that they 
are distinguished from the price actually paid or payable for the imported goods:  
 

(a) charges for construction, erection, assembly, maintenance or technical 
assistance, undertaken 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.  

 
4. The price actually paid 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 relate to the 
imported goods are not part of the customs value.  
 

Paragraph 1(a)(iii) 
 
 Among restrictions which would not render a price actually paid or payable unacceptable 
are restrictions which do not substantially affect the value of the goods. An example of such 
restrictions would be the case where a seller requires a buyer of automobiles not to sell or 
exhibit them prior to a fixed date which represents the beginning of a model year.  
 

Paragraph 1(b) 
 

 
1 For jurisprudence, see the report of the Panel under the Independent Entity established pursuant to 

Article 4 of the Agreement on Preshipment Inspection in G/PSI/IE/R/2. 

https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/G/PSI/IER2.pdf
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1. If the sale or price is subject to some condition or consideration for which a value cannot 
be determined with respect to the goods being valued, the transaction value shall not be 
acceptable for customs purposes. Some examples of this include:  
 

(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;  

 
(c) the price is established on the basis of a form of payment extraneous to the 

imported goods, such as where the imported goods are semi-finished goods 
which have been provided by the seller on condition that the seller will receive 
a specified quantity of the finished goods.  

 
2. However, conditions or considerations relating to the production or marketing of the 
imported goods shall not result 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 
importation shall not result in rejection of the transaction value for the purposes of Article 1. 
Likewise, if the buyer undertakes on the buyer's own account, even though by agreement with 
the seller, activities relating to the marketing of the imported goods, the value of these 
activities is not part of the customs value nor shall such activities result in rejection of the 
transaction value.  
 

Paragraph 2 
 
1. Paragraphs 2(a) and 2(b) provide different means of establishing the acceptability of a 
transaction value.  
 
2. Paragraph 2(a) provides that where the buyer and the seller are related, the 
circumstances surrounding the sale shall be examined and the transaction value shall be 
accepted as the customs value provided that the relationship did not influence the price. It is 
not intended that there should be an examination of the circumstances in all cases where the 
buyer and the seller are related. Such examination will only be required where there are doubts 
about the acceptability of the price. Where the customs administration have no doubts about 
the acceptability of the price, it should be accepted without requesting further information 
from the importer. For example, the customs administration may have previously examined 
the relationship, or it may already have detailed information concerning the buyer and the 
seller, and may already be satisfied from such examination or information that the relationship 
did not influence the price.  
 
3. Where the customs administration is unable to accept the transaction value without 
further inquiry, it should give the importer an opportunity to supply such further detailed 
information as may be necessary to enable it to examine the circumstances surrounding the 
sale. In this context, the customs administration should be prepared to examine relevant 
aspects of the transaction, including the way in which the buyer and seller organize their 
commercial relations and the way in which the price in question was arrived at, in order to 
determine whether the relationship influenced the price. Where it can be shown that the buyer 
and seller, although related under the provisions of Article 15, buy from and sell to each other 
as if they were not related, this would demonstrate that the price had not been influenced by 
the relationship. As an example of this, if the price had been settled in a manner consistent 
with the normal pricing practices of the industry in question or with the way the seller settles 
prices for sales to buyers who are not related to the seller, this would demonstrate that the 
price had not been influenced by the relationship. As a further example, where it is shown that 
the price is adequate to ensure recovery of all costs plus a profit which is representative of the 
firm's overall profit realized over a representative period of time (e.g. on an annual basis) in 
sales of goods of the same class or kind, this would demonstrate that the price had not been 
influenced.  
 
4. Paragraph 2(b) provides an opportunity for the importer to demonstrate that the 
transaction value closely approximates to a "test" value previously accepted by the customs 
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administration and is therefore acceptable under the provisions of Article 1. Where a test under 
paragraph 2(b) is met, it is not necessary to examine the question of influence under 
paragraph 2(a). If the customs administration has already sufficient information to be satisfied, 
without further detailed inquiries, that one of the tests provided in paragraph 2(b) has been 
met, there is no reason for it to require the importer to demonstrate that the test can be met. 
In paragraph 2(b) the term "unrelated buyers" means buyers who are not related to the seller 
in any particular case.  
 

Paragraph 2(b) 
 
  A number of factors must be taken into consideration in determining 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 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 
percentage, in each case. For example, a small difference in value in a case involving one 
type of goods could be unacceptable while a large difference in a case involving another type 
of goods might be acceptable in determining whether the transaction value closely 
approximates to the "test" values set forth in paragraph 2(b) of Article 1. 

 
1.3  Valuation of carrier media bearing software for data-processing equipment 

1. At its meeting of 12 May 1995, the Committee on Customs Valuation adopted the Decision of 
the Tokyo Round Committee on the Valuation of Carrier Media Bearing Software for Data-Processing 
Equipment.2 

_______ 
 

Current as of: July 2022 

 
2 G/VAL/M/1, paras. 66-67. (See also G/VAL/W/1, Section A.4). The text of the decision can be found in 

G/VAL/5, Section A.4. Pursuant to this Decision, those Members adopting the practice referred to in 
paragraph 2 of the Decision shall notify the Committee of Customs Valuation of the date of its application. The 
WTO Secretariat maintains a report listing the notifications received from Members. This report is available in 
document G/VAL/W/5/Rev.35.  

https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/G/VAL/M1.pdf
https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/G/VAL/W1.pdf
https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/G/VAL/5.pdf
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S006.aspx?MetaCollection=WTO&SymbolList=%22G%2fVAL%2fW%2f5%2fRev.35%22+OR+%22G%2fVAL%2fW%2f5%2fRev.35%2f*%22&Language=ENGLISH&SearchPage=FE_S_S001&languageUIChanged=true
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