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AGREEMENT ON TECHNICAL BARRIERS TO TRADE

Members, 

Having regard to the Uruguay Round of Multilateral Trade Negotiations;

Desiring to further the objectives of GATT 1994;

Recognizing the important contribution that international standards and conformity assessment systems
can make in this regard by improving efficiency of production and facilitating the conduct of international
trade;

Desiring therefore to encourage the development of such international standards and conformity
assessment systems; 

Desiring however to ensure that technical regulations and standards, including packaging, marking
and labelling requirements, and procedures for assessment of conformity with technical regulations and standards
do not create unnecessary obstacles to international trade; 

Recognizing that no country should be prevented from taking measures necessary to ensure the quality
of its exports, or for the protection of human, animal or plant life or health, of the environment, or for the
prevention of deceptive practices, at the levels it considers appropriate, subject to the requirement that they
are not applied in a manner which would constitute a means of arbitrary or unjustifiable discrimination between
countries where the same conditions prevail or a disguised restriction on international trade, and are otherwise
in accordance with the provisions of this Agreement;

Recognizing that no country should be prevented from taking measures necessary for the protection
of its essential security interest; 

Recognizing the contribution which international standardization can make to the transfer of technology
from developed to developing countries;

Recognizing that developing countries may encounter special difficulties in the formulation and
application of technical regulations and standards and procedures for assessment of conformity with technical
regulations and standards, and desiring to assist them in their endeavours in this regard;

 Hereby agree as follows: 

Article 1

General Provisions

1.1 General terms for standardization and procedures for assessment of conformity shall normally have
the meaning given to them by definitions adopted within the United Nations system and by international
standardizing bodies taking into account their context and in the light of the object and purpose of this
Agreement. 

1.2 However, for the purposes of this Agreement the meaning of the terms given in Annex 1 applies.

1.3 All products, including industrial and agricultural products, shall be subject to the provisions of this
Agreement.
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1.4 Purchasing specifications prepared by governmental bodies for production or consumption requirements
of governmental bodies are not subject to the provisions of this Agreement but are addressed in the Agreement
on Government Procurement, according to its coverage. 

1.5 The provisions of this Agreement do not apply to sanitary and phytosanitary measures as defined
in Annex A of the Agreement on the Application of Sanitary and Phytosanitary Measures.

1.6 All references in this Agreement to technical regulations, standards and conformity assessment
procedures shall be construed to include any amendments thereto and any additions to the rules or the product
coverage thereof, except amendments and additions of an insignificant nature.

TECHNICAL REGULATIONS AND STANDARDS

Article 2

Preparation, Adoption and Application of Technical Regulations 
by Central Government Bodies

With respect to their central government bodies: 

2.1 Members shall ensure that in respect of technical regulations, products imported from the territory
of any Member shall be accorded treatment no less favourable than that accorded to like products of national
origin and to like products originating in any other country.

2.2 Members shall ensure that technical regulations are not prepared, adopted or applied with a view to
or with the effect of creating unnecessary obstacles to international trade.  For this purpose, technical regulations
shall not be more trade-restrictive than necessary to fulfil a legitimate objective, taking account of the risks
non-fulfilment would create.  Such legitimate objectives are, inter alia:  national security requirements;  the
prevention of deceptive practices;  protection of human health or safety, animal or plant life or health, or the
environment.  In assessing such risks, relevant elements of consideration are, inter alia:  available scientific
and technical information, related processing technology or intended end-uses of products.

2.3 Technical regulations shall not be maintained if the circumstances or objectives giving rise to their
adoption no longer exist or if the changed circumstances or objectives can be addressed in a less trade-restrictive
manner.

2.4 Where technical regulations are required and relevant international standards exist or their completion
is imminent, Members shall use them, or the relevant parts of them, as a basis for their technical regulations
except when such international standards or relevant parts would be an ineffective or inappropriate means
for the fulfilment of the legitimate objectives pursued, for instance because of fundamental climatic or
geographical factors or fundamental technological problems.

2.5 A Member preparing, adopting or applying a technical regulation which may have a significant effect
on trade of other Members shall, upon the request of another Member, explain the justification for that technical
regulation in terms of the provisions of paragraphs 2 to 4.  Whenever a technical regulation is prepared, adopted
or applied for one of the legitimate objectives explicitly mentioned in paragraph 2, and is in accordance with
relevant international standards, it shall be rebuttably presumed not to create an unnecessary obstacle to
international trade.

2.6 With a view to harmonizing technical regulations on as wide a basis as possible, Members shall play
a full part, within the limits of their resources, in the preparation by appropriate international standardizing
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bodies of international standards for products for which they either have adopted, or expect to adopt, technical
regulations. 

2.7 Members shall give positive consideration to accepting as equivalent technical regulations of other
Members, even if these regulations differ from their own, provided they are satisfied that these regulations
adequately fulfil the objectives of their own regulations.

2.8 Wherever appropriate, Members shall specify technical regulations based on product requirements
in terms of performance rather than design or descriptive characteristics.

2.9 Whenever a relevant international standard does not exist or the technical content of a proposed technical
regulation is not in accordance with the technical content of relevant international standards, and if the technical
regulation may have a significant effect on trade of other Members, Members shall:

2.9.1 publish a notice in a publication at an early appropriate stage, in such a manner as to enable
interested parties in other Members to become acquainted with it, that they propose to introduce
a particular technical regulation; 

2.9.2 notify other Members through the Secretariat of the products to be covered by the proposed
technical regulation, together with a brief indication of its objective and rationale.  Such
notifications shall take place at an early appropriate stage, when amendments can still be
introduced and comments taken into account; 

2.9.3 upon request, provide to other Members particulars or copies of the proposed technical
regulation and, whenever possible, identify the parts which in substance deviate from relevant
international standards;

2.9.4 without discrimination, allow reasonable time for other Members to make comments in writing,
discuss these comments upon request, and take these written comments and the results of
these discussions into account. 

2.10 Subject to the provisions in the lead-in to paragraph 9, where urgent problems of safety, health,
environmental protection or national security arise or threaten to arise for a Member, that Member may omit
such of the steps enumerated in paragraph 9 as it finds necessary, provided that the Member, upon adoption
of a technical regulation, shall: 

2.10.1 notify immediately other Members through the Secretariat of the particular technical regulation
and the products covered, with a brief indication of the objective and the rationale of the
technical regulation, including the nature of the urgent problems;

2.10.2 upon request, provide other Members with copies of the technical regulation;

2.10.3 without discrimination, allow other Members to present their comments in writing, discuss
these comments upon request, and take these written comments and the results of these
discussions into account. 

2.11 Members shall ensure that all technical regulations which have been adopted are published promptly
or otherwise made available in such a manner as to enable interested parties in other Members to become
acquainted with them.

2.12 Except in those urgent circumstances referred to in paragraph 10, Members shall allow a reasonable
interval between the publication of technical regulations and their entry into force in order to allow time for
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producers in exporting Members, and particularly in developing country Members, to adapt their products
or methods of production to the requirements of the importing Member.

Article 3

Preparation, Adoption and Application of Technical Regulations
by Local Government Bodies and Non-Governmental Bodies

With respect to their local government and non-governmental bodies within their territories:

3.1 Members shall take such reasonable measures as may be available to them to ensure compliance by
such bodies with the provisions of Article 2, with the exception of the obligation to notify as referred to in
paragraphs 9.2 and 10.1 of Article 2.

3.2 Members shall ensure that the technical regulations of local governments on the level directly below
that of the central government in Members are notified in accordance with the provisions of paragraphs 9.2
and 10.1 of Article 2, noting that notification shall not be required for technical regulations the technical content
of which is substantially the same as that of previously notified technical regulations of central government
bodies of the Member concerned.

3.3 Members may require contact with other Members, including the notifications, provision of information,
comments and discussions referred to in paragraphs 9 and 10 of Article 2, to take place through the central
government.

3.4 Members shall not take measures which require or encourage local government bodies or non-
governmental bodies within their territories to act in a manner inconsistent with the provisions of Article 2.

3.5 Members are fully responsible under this Agreement for the observance of all provisions of Article 2.
Members shall formulate and implement positive measures and mechanisms in support of the observance of
the provisions of Article 2 by other than central government bodies.

Article 4

Preparation, Adoption and Application
of Standards

4.1 Members shall ensure that their central government standardizing bodies accept and comply with
the Code of Good Practice for the Preparation, Adoption and Application of Standards in Annex 3 to this
Agreement (referred to in this Agreement as the "Code of Good Practice").  They shall take such reasonable
measures as may be available to them to ensure that local government and non-governmental standardizing
bodies within their territories, as well as regional standardizing bodies of which they or one or more bodies
within their territories are members, accept and comply with this Code of Good Practice.  In addition, Members
shall not take measures which have the effect of, directly or indirectly, requiring or encouraging such
standardizing bodies to act in a manner inconsistent with the Code of Good Practice.  The obligations of Members
with respect to compliance of standardizing bodies with the provisions of the Code of Good Practice shall
apply irrespective of whether or not a standardizing body has accepted the Code of Good Practice.

4.2 Standardizing bodies that have accepted and are complying with the Code of Good Practice shall be
acknowledged by the Members as complying with the principles of this Agreement.
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CONFORMITY WITH TECHNICAL REGULATIONS AND STANDARDS

Article 5

Procedures for Assessment of Conformity by Central Government Bodies

5.1 Members shall ensure that, in cases where a positive assurance of conformity with technical regulations
or standards is required, their central government bodies apply the following provisions to products originating
in the territories of other Members:

5.1.1 conformity assessment procedures are prepared, adopted and applied so as to grant access
for suppliers of like products originating in the territories of other Members under conditions
no less favourable than those accorded to suppliers of like products of national origin or
originating in any other country, in a comparable situation; access entails suppliers' right
to an assessment of conformity under the rules of the procedure, including, when foreseen
by this procedure, the possibility to have conformity assessment activities undertaken at the
site of facilities and to receive the mark of the system;

5.1.2 conformity assessment procedures are not prepared, adopted or applied with a view to or
with the effect of creating unnecessary obstacles to international trade.  This means, inter alia,
that conformity assessment procedures shall not be more strict or be applied more strictly
than is necessary to give the importing Member adequate confidence that products conform
with the applicable technical regulations or standards, taking account of the risks non-
conformity would create.

5.2 When implementing the provisions of paragraph 1, Members shall ensure that:

5.2.1 conformity assessment procedures are undertaken and completed as expeditiously as possible
and in a no less favourable order for products originating in the territories of other Members
than for like domestic products;

5.2.2 the standard processing period of each conformity assessment procedure is published or that
the anticipated processing period is communicated to the applicant upon request;  when
receiving an application, the competent body promptly examines the completeness of the
documentation and informs the applicant in a precise and complete manner of all deficiencies;
the competent body transmits as soon as possible the results of the assessment in a precise
and complete manner to the applicant so that corrective action may be taken if necessary;
even when the application has deficiencies, the competent body proceeds as far as practicable
with the conformity assessment if the applicant so requests;  and that, upon request, the
applicant is informed of the stage of the procedure, with any delay being explained;

5.2.3 information requirements are limited to what is necessary to assess conformity and determine
fees;

5.2.4 the confidentiality of information about products originating in the territories of other Members
arising from or supplied in connection with such conformity assessment procedures is respected
in the same way as for domestic products and in such a manner that legitimate commercial
interests are protected;

5.2.5 any fees imposed for assessing the conformity of products originating in the territories of
other Members are equitable in relation to any fees chargeable for assessing the conformity
of like products of national origin or originating in any other country, taking into account
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communication, transportation and other costs arising from differences between location of
facilities of the applicant and the conformity assessment body;

5.2.6 the siting of facilities used in conformity assessment procedures and the selection of samples
are not such as to cause unnecessary inconvenience to applicants or their agents;

5.2.7 whenever specifications of a product are changed subsequent to the determination of its
conformity to the applicable technical regulations or standards, the conformity assessment
procedure for the modified product is limited to what is necessary to determine whether
adequate confidence exists that the product still meets the technical regulations or standards
concerned;

5.2.8 a procedure exists to review complaints concerning the operation of a conformity assessment
procedure and to take corrective action when a complaint is justified.

5.3 Nothing in paragraphs 1 and 2 shall prevent Members from carrying out reasonable spot checks within
their territories.

5.4 In cases where a positive assurance is required that products conform with technical regulations or
standards, and relevant guides or recommendations issued by international standardizing bodies exist or their
completion is imminent,  Members shall ensure that central government bodies use them, or the relevant parts
of them, as a basis for their conformity assessment procedures, except where, as duly explained upon request,
such guides or recommendations or relevant parts are inappropriate for the Members concerned, for, inter alia,
such reasons as:  national security requirements;  the prevention of deceptive practices;  protection of human
health or safety, animal or plant life or health, or the environment;  fundamental climatic or other geographical
factors;  fundamental technological or infrastructural problems.

5.5 With a view to harmonizing conformity assessment procedures on as wide a basis as possible, Members
shall play a full part, within the limits of their resources, in the preparation by appropriate international
standardizing bodies of guides and recommendations for conformity assessment procedures.

5.6 Whenever a relevant guide or recommendation issued by an international standardizing body does
not exist or the technical content of a proposed conformity assessment procedure is not in accordance with
relevant guides and recommendations issued by international standardizing bodies, and if the conformity
assessment procedure may have a significant effect on trade of other Members, Members shall:

5.6.1 publish a notice in a publication at an early appropriate stage, in such a manner as to enable
interested parties in other Members to become acquainted with it, that they propose to introduce
a particular conformity assessment procedure;

5.6.2 notify other Members through the Secretariat of the products to be covered by the proposed
conformity assessment procedure, together with a brief indication of its objective and rationale.
Such notifications shall take place at an early appropriate stage, when amendments can still
be introduced and comments taken into account;

5.6.3 upon request, provide to other Members particulars or copies of the proposed procedure and,
whenever possible, identify the parts which in substance deviate from relevant guides or
recommendations issued by international standardizing bodies;       

5.6.4 without discrimination, allow reasonable time for other Members to make comments in writing,
discuss these comments upon request, and take these written comments and the results of
these discussions into account.
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5.7 Subject to the provisions in the lead-in to paragraph 6, where urgent problems of safety, health,
environmental protection or national security arise or threaten to arise for a Member, that Member may omit
such of the steps enumerated in paragraph 6 as it finds necessary, provided that the Member, upon adoption
of the procedure, shall:

5.7.1 notify immediately other Members through the Secretariat of the particular procedure and
the products covered, with a brief indication of the objective and the rationale of the procedure,
including the nature of the urgent problems;

5.7.2 upon request, provide other Members with copies of the rules of the procedure;

5.7.3 without discrimination, allow other Members to present their comments in writing, discuss
these comments upon request, and take these written comments and the results of these
discussions into account.

5.8 Members shall ensure that all conformity assessment procedures which have been adopted are published
promptly or otherwise made available in such a manner as to enable interested parties in other Members to
become acquainted with them.

5.9 Except in those urgent circumstances referred to in paragraph 7, Members shall allow a reasonable
interval between the publication of requirements concerning conformity assessment procedures and their entry
into force in order to allow time for producers in exporting Members, and particularly in developing country
Members, to adapt their products or methods of production to the requirements of the importing Member.

Article 6

Recognition of Conformity Assessment by Central Government Bodies

With respect to their central government bodies:

6.1 Without prejudice to the provisions of paragraphs 3 and 4, Members shall ensure, whenever possible,
that results of conformity assessment procedures in other Members are accepted, even when those procedures
differ from their own, provided they are satisfied that those procedures offer an assurance of conformity with
applicable technical regulations or standards equivalent to their own procedures.  It is recognized that prior
consultations may be necessary in order to arrive at a mutually satisfactory understanding regarding, in particular:

6.1.1 adequate and enduring technical competence of the relevant conformity assessment bodies
in the exporting Member, so that confidence in the continued reliability of their conformity
assessment results can exist;  in this regard, verified compliance, for instance through
accreditation, with relevant guides or recommendations issued by international standardizing
bodies shall be taken into account as an indication of adequate technical competence;

6.1.2 limitation of the acceptance of conformity assessment results to those produced by designated
bodies in the exporting Member.

6.2 Members shall ensure that their conformity assessment procedures permit, as far as practicable, the
implementation of the provisions in paragraph 1.

6.3 Members are encouraged, at the request of other Members, to be willing to enter into negotiations
for the conclusion of agreements for the mutual recognition of results of each other's conformity assessment
procedures.  Members may require that such agreements fulfil the criteria of paragraph 1 and give mutual
satisfaction regarding their potential for facilitating trade in the products concerned.
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6.4 Members are encouraged to permit participation of conformity assessment bodies located in the
territories of other Members in their conformity assessment procedures under conditions no less favourable
than those accorded to bodies located within their territory or the territory of any other country.

Article 7

Procedures for Assessment of Conformity by Local Government Bodies

With respect to their local government bodies within their territories:

7.1 Members shall take such reasonable measures as may be available to them to ensure compliance by
such bodies with the provisions of Articles 5 and 6, with the exception of the obligation to notify as referred
to in paragraphs 6.2 and 7.1 of Article 5.

7.2 Members shall ensure that the conformity assessment procedures of local governments on the level
directly below that of the central government in Members are notified in accordance with the provisions of
paragraphs 6.2 and 7.1 of Article 5, noting that notifications shall not be required for conformity assessment
procedures the technical content of which is substantially the same as that of previously notified conformity
assessment procedures of central government bodies of the Members concerned.

7.3 Members may require contact with other Members, including the notifications, provision of information,
comments and discussions referred to in paragraphs 6 and 7 of Article 5, to take place through the central
government.

7.4 Members shall not take measures which require or encourage local government bodies within their
territories to act in a manner inconsistent with the provisions of Articles 5 and 6.

7.5 Members are fully responsible under this Agreement for the observance of all provisions of Articles 5
and 6.  Members shall formulate and implement positive measures and mechanisms in support of the observance
of the provisions of Articles 5 and 6 by other than central government bodies.

Article 8

Procedures for Assessment of Conformity by Non-Governmental Bodies

8.1 Members shall take such reasonable measures as may be available to them to ensure that non-
governmental bodies within their territories which operate conformity assessment procedures comply with
the provisions of Articles 5 and 6, with the exception of the obligation to notify proposed conformity assessment
procedures.  In addition, Members shall not take measures which have the effect of, directly or indirectly,
requiring or encouraging such bodies to act in a manner inconsistent with the provisions of Articles 5 and 6.

8.2 Members shall ensure that their central government bodies rely on conformity assessment procedures
operated by non-governmental bodies only if these latter bodies comply with the provisions of Articles 5 and 6,
with the exception of the obligation to notify proposed conformity assessment procedures.

Article 9

International and Regional Systems
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9.1 Where a positive assurance of conformity with a technical regulation or standard is required, Members
shall, wherever practicable, formulate and adopt international systems for conformity assessment and become
members thereof or participate therein.

9.2 Members shall take such reasonable measures as may be available to them to ensure that international
and regional systems for conformity assessment in which relevant bodies within their territories are members
or participants comply with the provisions of Articles 5 and 6.  In addition, Members shall not take any measures
which have the effect of, directly or indirectly, requiring or encouraging such systems to act in a manner
inconsistent with any of the provisions of Articles 5 and 6.

9.3 Members shall ensure that their central government bodies rely on international or regional conformity
assessment systems only to the extent that these systems comply with the provisions of Articles 5 and 6, as
applicable.

INFORMATION AND ASSISTANCE

Article 10

Information About Technical Regulations, Standards and
Conformity Assessment Procedures

10.1 Each Member shall ensure that an enquiry point exists which is able to answer all reasonable enquiries
from other Members and interested parties in other Members as well as to provide the relevant documents
regarding:

10.1.1 any technical regulations adopted or proposed within its territory by central or local government
bodies, by non-governmental bodies which have legal power to enforce a technical regulation,
or by regional standardizing bodies of which such bodies are members or participants;

10.1.2 any standards adopted or proposed within its territory by central or local government bodies,
or by regional standardizing bodies of which such bodies are members or participants;

10.1.3 any conformity assessment procedures, or proposed conformity assessment procedures, which
are operated within its territory by central or local government bodies, or by non-governmental
bodies which have legal power to enforce a technical regulation, or by regional bodies of which
such bodies are members or participants;

10.1.4 the membership and participation of the Member, or of relevant central or local government
bodies within its territory, in international and regional standardizing bodies and conformity
assessment systems, as well as in bilateral and multilateral arrangements within the scope
of this Agreement; it shall also be able to provide reasonable information on the provisions
of such systems and arrangements;

10.1.5 the location of notices published pursuant to this Agreement, or the provision of information
as to where such information can be obtained;  and

10.1.6 the location of the enquiry points mentioned in paragraph 3.

10.2 If, however, for legal or administrative reasons more than one enquiry point is established by a Member,
that Member shall provide to the other Members complete and unambiguous information on the scope of
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     "Nationals" here shall be deemed, in the case of a separate customs territory Member of the WTO, to mean persons,1

natural or legal, who are domiciled or who have a real and effective industrial or commercial establishment in that customs
territory.

responsibility of each of these enquiry points.  In addition, that Member shall ensure that any enquiries addressed
to an incorrect enquiry point shall promptly be conveyed to the correct enquiry point.

10.3 Each Member shall take such reasonable measures as may be available to it to ensure that one or more
enquiry points exist which are able to answer all reasonable enquiries from other Members and interested parties
in other Members as well as to provide the relevant documents or information as to where they can be obtained
regarding:

10.3.1 any standards adopted or proposed within its territory by non-governmental standardizing
bodies, or by regional standardizing bodies of which such bodies are members or participants;
and

10.3.2 any conformity assessment procedures, or proposed conformity assessment procedures, which
are operated within its territory by non-governmental bodies, or by regional bodies of which
such bodies are members or participants;

10.3.3 the membership and participation of relevant non-governmental bodies within its territory
in international and regional standardizing bodies and conformity assessment systems, as
well as in bilateral and multilateral arrangements within the scope of this Agreement; they
shall also be able to provide reasonable information on the provisions of such systems and
arrangements.

10.4 Members shall take such reasonable measures as may be available to them to ensure that where copies
of documents are requested by other Members or by interested parties in other Members, in accordance with
the provisions of this Agreement, they are supplied at an equitable price (if any) which shall, apart from the
real cost of delivery, be the same for the nationals  of the Member concerned or of any other Member.1

10.5 Developed country Members shall, if requested by other Members, provide, in English, French or
Spanish, translations of the documents covered by a specific notification or, in case of voluminous documents,
of summaries of such documents.

10.6 The Secretariat shall, when it receives notifications in accordance with the provisions of this Agreement,
circulate copies of the notifications to all Members and interested international standardizing and conformity
assessment bodies, and draw the attention of developing country Members to any notifications relating to
products of particular interest to them.

10.7 Whenever a Member has reached an agreement with any other country or countries on issues related
to technical regulations, standards or conformity assessment procedures which may have a significant effect
on trade, at least one Member party to the agreement shall notify other Members through the Secretariat of
the products to be covered by the agreement and include a brief description of the agreement.  Members concerned
are encouraged to enter, upon request, into consultations with other Members for the purposes of concluding
similar agreements or of arranging for their participation in such agreements.

10.8 Nothing in this Agreement shall be construed as requiring:

10.8.1 the publication of texts other than in the language of the Member;

10.8.2 the provision of particulars or copies of drafts other than in the language of the Member except
as stated in paragraph 5; or
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10.8.3 Members to furnish any information, the disclosure of which they consider contrary to their
essential security interests.

10.9 Notifications to the Secretariat shall be in English, French or Spanish.

10.10 Members shall designate a single central government authority that is responsible for the implementation
on the national level of the provisions concerning notification procedures under this Agreement except those
included in Annex 3. 

10.11 If, however, for legal or administrative reasons the responsibility for notification procedures is divided
among two or more central government authorities, the Member concerned shall provide to the other Members
complete and unambiguous information on the scope of responsibility of each of these authorities.

Article 11

Technical Assistance to Other Members

11.1 Members shall, if requested, advise other Members, especially the developing country Members, on
the preparation of technical regulations.

11.2 Members shall, if requested, advise other Members, especially the developing country Members, and
shall grant them technical assistance on mutually agreed terms and conditions regarding the establishment
of national standardizing bodies, and participation in the international standardizing bodies, and shall encourage
their national standardizing bodies to do likewise.

11.3 Members shall, if requested, take such reasonable measures as may be available to them to arrange
for the regulatory bodies within their territories to advise other Members, especially the developing country
Members, and shall grant them technical assistance on mutually agreed terms and conditions regarding:

11.3.1 the establishment of regulatory bodies, or bodies for the assessment of conformity with
technical regulations; and

11.3.2 the methods by which their technical regulations can best be met.

11.4 Members shall, if requested, take such reasonable measures as may be available to them to arrange
for advice to be given to other Members, especially the developing country Members, and shall grant them
technical assistance on mutually agreed terms and conditions regarding the establishment of bodies for the
assessment of conformity with standards adopted within the territory of the requesting Member.

11.5 Members shall, if requested, advise other Members, especially the developing country Members, and
shall grant them technical assistance on mutually agreed terms and conditions regarding the steps that should
be taken by their producers if they wish to have access to systems for conformity assessment operated by
governmental or non-governmental bodies within the territory of the Member receiving the request.

11.6 Members which are members or participants of international or regional systems for conformity
assessment shall, if requested, advise other Members, especially the developing country Members, and shall
grant them technical assistance on mutually agreed terms and conditions regarding the establishment of the
institutions and legal framework which would enable them to fulfil the obligations of membership or participation
in such systems.

11.7 Members shall, if so requested, encourage bodies within their territories which are members or
participants of international or regional systems for conformity assessment to advise other Members, especially
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the developing country Members, and should consider requests for technical assistance from them regarding
the establishment of the institutions which would enable the relevant bodies within their territories to fulfil
the obligations of membership or participation.

11.8 In providing advice and technical assistance to other Members in terms of paragraphs 1 to 7, Members
shall give priority to the needs of the least-developed country Members. 

Article 12

Special and Differential Treatment of Developing Country Members

12.1 Members shall provide differential and more favourable treatment to developing country Members
to this Agreement, through the following provisions as well as through the relevant provisions of other Articles
of this Agreement.

12.2 Members shall give particular attention to the provisions of this Agreement concerning developing
country Members' rights and obligations and shall take into account the special development, financial and
trade needs of developing country Members in the implementation of this Agreement, both nationally and
in the operation of this Agreement's institutional arrangements. 

12.3 Members shall, in the preparation and application of technical regulations, standards and conformity
assessment procedures, take account of the special development, financial and trade needs of developing country
Members, with a view to ensuring that such technical regulations, standards and conformity assessment
procedures do not create unnecessary obstacles to exports from developing country Members. 

12.4 Members recognize that, although international standards, guides or recommendations may exist,
in their particular technological and socio-economic conditions, developing country Members adopt certain
technical regulations, standards or conformity assessment procedures aimed at preserving indigenous technology
and production methods and processes compatible with their development needs.  Members therefore recognize
that developing country Members should not be expected to use international standards as a basis for their
technical regulations or standards, including test methods, which are not appropriate to their development,
financial and trade needs. 

12.5 Members shall take such reasonable measures as may be available to them to ensure that international
standardizing bodies and international systems for conformity assessment are organized and operated in a
way which facilitates active and representative participation of relevant bodies in all Members, taking into
account the special problems of developing country Members.

12.6 Members shall take such reasonable measures as may be available to them to ensure that international
standardizing bodies, upon request of developing country Members, examine the possibility of, and, if
practicable, prepare international standards concerning products of special interest to developing country
Members. 

12.7 Members shall, in accordance with the provisions of Article 11, provide technical assistance to
developing country Members to ensure that the preparation and application of technical regulations, standards
and conformity assessment procedures do not create unnecessary obstacles to the expansion and diversification
of exports from developing country Members.  In determining the terms and conditions of the technical
assistance, account shall be taken of the stage of development of the requesting Members and in particular
of the least-developed country Members.

12.8 It is recognized that developing country Members may face special problems, including institutional
and infrastructural problems, in the field of preparation and application of technical regulations, standards
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and conformity assessment procedures. It is further recognized that the special development and trade needs
of developing country Members, as well as their stage of technological development, may hinder their ability
to discharge fully their obligations under this Agreement.  Members, therefore, shall take this fact fully into
account.  Accordingly, with a view to ensuring that developing country Members are able to comply with this
Agreement, the Committee on Technical Barriers to Trade provided for in Article 13 (referred to in this
Agreement as the "Committee") is enabled to grant, upon request, specified, time-limited exceptions in whole
or in part from obligations under this Agreement.  When considering such requests the Committee shall take
into account the special problems, in the field of preparation and application of technical regulations, standards
and conformity assessment procedures, and the special development and trade needs of the developing country
Member, as well as its stage of technological development, which may hinder its ability to discharge fully its
obligations under this Agreement.  The Committee shall, in particular, take into account the special problems
of the least-developed country Members. 

12.9 During consultations, developed country Members shall bear in mind the special difficulties experienced
by developing country Members in formulating and implementing standards and technical regulations and
conformity assessment procedures, and in their desire to assist developing country Members with their efforts
in this direction, developed country Members shall take account of the special needs of the former in regard
to financing, trade and development.

12.10 The Committee shall examine periodically the special and differential treatment, as laid down in this
Agreement, granted to developing country Members on national and international levels.

INSTITUTIONS, CONSULTATION AND DISPUTE SETTLEMENT

Article 13

The Committee on Technical Barriers to Trade

13.1 A Committee on Technical Barriers to Trade is hereby established, and shall be composed of
representatives from each of the Members.  The Committee shall elect its own Chairman and shall meet as
necessary, but no less than once a year, for the purpose of affording Members the opportunity of consulting
on any matters relating to the operation of this Agreement or the furtherance of its objectives, and shall carry
out such responsibilities as assigned to it under this Agreement or by the Members.

13.2 The Committee shall establish working parties or other bodies as may be appropriate, which shall
carry out such responsibilities as may be assigned to them by the Committee in accordance with the relevant
provisions of this Agreement.

13.3 It is understood that unnecessary duplication should be avoided between the work under this Agreement
and that of governments in other technical bodies.  The Committee shall examine this problem with a view
to minimizing such duplication.

Article 14 

Consultation and Dispute Settlement

14.1 Consultations and the settlement of disputes with respect to any matter affecting the operation of this
Agreement shall take place under the auspices of the Dispute Settlement Body and shall follow,
mutatis mutandis, the provisions of Articles XXII and XXIII of GATT 1994, as elaborated and applied by
the Dispute Settlement Understanding. 
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14.2 At the request of a party to a dispute, or at its own initiative, a panel may establish a technical expert
group to assist in questions of a technical nature, requiring detailed consideration by experts.

14.3  Technical expert groups shall be governed by the procedures of Annex 2.

14.4 The dispute settlement provisions set out above can be invoked in cases where a Member considers
that another Member has not achieved satisfactory results under Articles 3, 4, 7, 8 and 9 and its trade interests
are significantly affected.  In this respect, such results shall be equivalent to those as if the body in question
were a Member.

FINAL PROVISIONS

Article 15

Final Provisions

Reservations

15.1 Reservations may not be entered in respect of any of the provisions of this Agreement without the
consent of the other Members.

Review

15.2 Each Member shall, promptly after the date on which the WTO Agreement enters into force for it,
inform the Committee of measures in existence or taken to ensure the implementation and administration of
this Agreement.  Any changes of such measures thereafter shall also be notified to the Committee. 

15.3 The Committee shall review annually the implementation and operation of this Agreement taking
into account the objectives thereof. 

15.4 Not later than the end of the third year from the date of entry into force of the WTO Agreement and
at the end of each three-year period thereafter, the Committee shall review the operation and implementation
of this Agreement, including the provisions relating to transparency, with a view to recommending an adjustment
of the rights and obligations of this Agreement where necessary to ensure mutual economic advantage and
balance of rights and obligations, without prejudice to the provisions of Article 12.  Having regard, inter alia,
to the experience gained in the implementation of the Agreement, the Committee shall, where appropriate,
submit proposals for amendments to the text of this Agreement to the Council for Trade in Goods.

Annexes

15.5 The annexes to this Agreement constitute an integral part thereof.
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ANNEX 1

TERMS AND THEIR DEFINITIONS FOR THE
PURPOSE OF THIS AGREEMENT

The terms presented in the sixth edition of the ISO/IEC Guide 2:  1991, General Terms and Their
Definitions Concerning Standardization and Related Activities, shall, when used in this Agreement, have the
same meaning as given in the definitions in the said Guide taking into account that services are excluded from
the coverage of this Agreement.

For the purpose of this Agreement, however, the following definitions shall apply:

1. Technical regulation

Document which lays down product characteristics or their related processes and production methods,
including the applicable administrative provisions, with which compliance is mandatory.  It may also include
or deal exclusively with terminology, symbols, packaging, marking or labelling requirements as they apply
to a product, process or production method.

Explanatory note

The definition in ISO/IEC Guide 2 is not self-contained, but based on the so-called "building block"
system.

2. Standard

Document approved by a recognized body, that provides, for common and repeated use, rules, guidelines
or characteristics for products or related processes and production methods, with which compliance is not
mandatory.  It may also include or deal exclusively with terminology, symbols, packaging, marking or labelling
requirements as they apply to a product, process or production method.

Explanatory note

The terms as defined in ISO/IEC Guide 2 cover products, processes and services.  This Agreement
deals only with technical regulations, standards and conformity assessment procedures related to
products or processes and production methods.  Standards as defined by ISO/IEC Guide 2 may be
mandatory or voluntary.  For the purpose of this Agreement standards are defined as voluntary and
technical regulations as mandatory documents.  Standards prepared by the international standardization
community are based on consensus. This Agreement covers also documents that are not based on
consensus.

3. Conformity assessment procedures

Any procedure used, directly or indirectly, to determine that relevant requirements in technical regulations
or standards are fulfilled.

Explanatory note

Conformity assessment procedures include, inter alia, procedures for sampling, testing and inspection;
evaluation, verification and assurance of conformity;  registration, accreditation and approval as well
as their combinations.
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4. International body or system

Body or system whose membership is open to the relevant bodies of at least all Members.

5. Regional body or system

Body or system whose membership is open to the relevant bodies of only some of the Members.

6. Central government body

Central government, its ministries and departments or any body subject to the control of the central
government in respect of the activity in question.

Explanatory note:

In the case of the European Communities the provisions governing central government bodies apply.
However, regional bodies or conformity assessment systems may be established within the European
Communities, and in such cases would be subject to the provisions of this Agreement on regional
bodies or conformity assessment systems.

7. Local government body

Government other than a central government (e.g. states, provinces, Länder, cantons, municipalities,
etc.), its ministries or departments or any body subject to the control of such a government in respect of the
activity in question.

8. Non-governmental body

Body other than a central government body or a local government body, including a non-governmental
body which has legal power to enforce a technical regulation.
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ANNEX 2

TECHNICAL EXPERT GROUPS

The following procedures shall apply to technical expert groups established in accordance with the
provisions of Article 14.

1. Technical expert groups are under the panel's authority.  Their terms of reference and detailed working
procedures shall be decided by the panel, and they shall report to the panel.

2. Participation in technical expert groups shall be restricted to persons of professional standing and
experience in the field in question.

3. Citizens of parties to the dispute shall not serve on a technical expert group without the joint agreement
of the parties to the dispute, except in exceptional circumstances when the panel considers that the need for
specialized scientific expertise cannot be fulfilled otherwise. Government officials of parties to the dispute
shall not serve on a technical expert group.  Members of technical expert groups shall serve in their individual
capacities and not as government representatives, nor as representatives of any organization.  Governments
or organizations shall therefore not give them instructions with regard to matters before a technical expert
group.

4. Technical expert groups may consult and seek information and technical advice from any source they
deem appropriate.  Before a technical expert group seeks such information or advice from a source within
the jurisdiction of a Member, it shall inform the government of that Member.  Any Member shall respond
promptly and fully to any request by a technical expert group for such information as the technical expert group
considers necessary and appropriate.

5.   The parties to a dispute shall have access to all relevant information provided to a technical expert
group, unless it is of a confidential nature.  Confidential information provided to the technical expert group
shall not be released without formal authorization from the government, organization or person providing the
information.  Where such information is requested from the technical expert group but release of such information
by the technical expert group is not authorized, a non-confidential summary of the information will be provided
by the government, organization or person supplying the information.

6. The technical expert group shall submit a draft report to the Members concerned with a view to obtaining
their comments, and taking them into account, as appropriate, in the final report, which shall also be circulated
to the Members concerned when it is submitted to the panel.
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ANNEX 3

CODE OF GOOD PRACTICE FOR THE PREPARATION, ADOPTION AND
APPLICATION OF STANDARDS

General Provisions

A. For the purposes of this Code the definitions in Annex 1 of this Agreement shall apply.

B. This Code is open to acceptance by any standardizing body within the territory of a Member of the
WTO, whether a central government body, a local government body, or a non-governmental body; to any
governmental regional standardizing body one or more members of which are Members of the WTO; and to
any non-governmental regional standardizing body one or more members of which are situated within the territory
of a Member of the WTO (referred to in this Code collectively as "standardizing bodies" and individually as
"the standardizing body").

C. Standardizing bodies that have accepted or withdrawn from this Code shall notify this fact to the
ISO/IEC Information Centre in Geneva.  The notification shall include the name and address of the body
concerned and the scope of its current and expected standardization activities.  The notification may be sent
either directly to the ISO/IEC Information Centre, or through the national member body of ISO/IEC or,
preferably, through the relevant national member or international affiliate of ISONET, as appropriate.

SUBSTANTIVE PROVISIONS

D. In respect of standards, the standardizing body shall accord treatment to products originating in the
territory of any other Member of the WTO no less favourable than that accorded to like products of national
origin and to like products originating in any other country.

E. The standardizing body shall ensure that standards are not prepared, adopted or applied with a view
to, or with the effect of, creating unnecessary obstacles to international trade.

F. Where international standards exist or their completion is imminent, the standardizing body shall use
them, or the relevant parts of them, as a basis for the standards it develops, except where such international
standards or relevant parts would be ineffective or inappropriate, for instance, because of an insufficient level
of protection or fundamental climatic or geographical factors or fundamental technological problems.

G. With a view to harmonizing standards on as wide a basis as possible, the standardizing body shall,
in an appropriate way, play a full part, within the limits of its resources, in the preparation by relevant
international standardizing bodies of international standards regarding subject matter for which it either has
adopted, or expects to adopt, standards.  For standardizing bodies within the territory of a Member, participation
in a particular international standardization activity shall, whenever possible, take place through one delegation
representing all standardizing bodies in the territory that have adopted, or expect to adopt, standards for the
subject matter to which the international standardization activity relates.

H. The standardizing body within the territory of a Member shall make every effort to avoid duplication
of, or overlap with, the work of other standardizing bodies in the national territory or with the work of relevant
international or regional standardizing bodies.  They shall also make every effort to achieve a national consensus
on the standards they develop.  Likewise the regional standardizing body shall make every effort to avoid
duplication of, or overlap with, the work of relevant international standardizing bodies.

I. Wherever appropriate, the standardizing body shall specify standards based on product requirements
in terms of performance rather than design or descriptive characteristics.



Page 20

J. At least once every six months, the standardizing body shall publish a work programme containing
its name and address, the standards it is currently preparing and the standards which it has adopted in the
preceding period.  A standard is under preparation from the moment a decision has been taken to develop a
standard until that standard has been adopted.  The titles of specific draft standards shall, upon request, be
provided in English, French or Spanish.  A notice of the existence of the work programme shall be published
in a national or, as the case may be, regional publication of standardization activities.

The work programme shall for each standard indicate, in accordance with any ISONET rules, the
classification relevant to the subject matter, the stage attained in the standard's development, and the references
of any international standards taken as a basis.  No later than at the time of publication of its work programme,
the standardizing body shall notify the existence thereof to the ISO/IEC Information Centre in Geneva.

The notification shall contain the name and address of the standardizing body, the name and issue
of the publication in which the work programme is published, the period to which the work programme applies,
its price (if any), and how and where it can be obtained.  The notification may be sent directly to the ISO/IEC
Information Centre, or, preferably, through the relevant national member or international affiliate of ISONET,
as appropriate.

K. The national member of ISO/IEC shall make every effort to become a member of ISONET or to appoint
another body to become a member as well as to acquire the most advanced membership type possible for the
ISONET member. Other standardizing bodies shall make every effort to associate themselves with the ISONET
member.

L. Before adopting a standard, the standardizing body shall allow a period of at least 60 days for the
submission of comments on the draft standard by interested parties within the territory of a Member of the
WTO.  This period may, however, be shortened in cases where urgent problems of safety, health or environment
arise or threaten to arise.  No later than at the start of the comment period, the standardizing body shall publish
a notice announcing the period for commenting in the publication referred to in paragraph J.  Such notification
shall include, as far as practicable, whether the draft standard deviates from relevant international standards.

M. On the request of any interested party within the territory of a Member of the WTO, the standardizing
body shall promptly provide, or arrange to provide, a copy of a draft standard which it has submitted for
comments.  Any fees charged for this service shall, apart from the real cost of delivery, be the same for foreign
and domestic parties.

N. The standardizing body shall take into account, in the further processing of the standard, the comments
received during the period for commenting.  Comments received through standardizing bodies that have accepted
this Code of Good Practice shall, if so requested, be replied to as promptly as possible.  The reply shall include
an explanation why a deviation from relevant international standards is necessary.

O. Once the standard has been adopted, it shall be promptly published.

P. On the request of any interested party within the territory of a Member of the WTO, the standardizing
body shall promptly provide, or arrange to provide, a copy of its most recent work programme or of a standard
which it produced.  Any fees charged for this service shall, apart from the real cost of delivery, be the same
for foreign and domestic parties.

Q. The standardizing body shall afford sympathetic consideration to, and adequate opportunity for,
consultation regarding representations with respect to the operation of this Code presented by standardizing
bodies that have accepted this Code of Good Practice.  It shall make an objective effort to solve any complaints.



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

GENERAL INTRODUCTORY COMMENTARY 

1. The primary basis for customs value under this Agreement is "transaction value" as defined in Article 1.
Article 1 is to be read together with Article 8 which provides, inter alia, for adjustments to the price actually
paid or payable in cases where certain specific elements which are considered to form a part of the value for
customs purposes are incurred by the buyer but are not included in the price actually paid or payable for the
imported goods.  Article 8 also provides for the inclusion in the transaction value of certain considerations
which may pass from the buyer to the seller in the form of specified goods or services rather than in the form
of money.  Articles 2 through 7 provide methods of determining the customs value whenever it cannot be
determined under the provisions of Article 1. 

2. Where the customs value cannot be determined under the provisions of Article 1 there should normally
be a process of consultation between the customs administration and importer with a view to arriving at a basis
of value under the provisions of Article 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 importation.  On the other hand, the customs administration may have information
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 a proper basis of value for customs
purposes. 

3. Articles 5 and 6 provide two bases for determining the customs value where it cannot be determined
on the basis of the transaction value of the imported goods or of identical or similar imported goods.  Under
paragraph 1 of Article 5 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
the importer so requests.  Under Article 6 the customs value is determined on 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. 

4. Article 7 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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Members,

Having regard to the Multilateral Trade Negotiations;

Desiring to further the objectives of GATT 1994 and to secure additional benefits for the international
trade of developing countries; 

Recognizing the importance of the provisions of Article VII of GATT 1994 and desiring to elaborate
rules for their application in order to provide greater uniformity and certainty in their implementation; 

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

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

Recognizing that customs value should be based on simple and 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: 

PART I 

RULES ON CUSTOMS VALUATION

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 
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(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; 

(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). 

Article 2 

1. (a) If the customs value of the imported goods cannot be determined under the provisions of
Article 1, the customs value shall be the transaction value of identical goods sold for export
to the same country of importation and exported at or about the same time as the goods being
valued. 

(b) In applying this Article, the transaction value of identical goods in a sale at the same
commercial level and in substantially the same quantity as the goods being valued shall be
used to determine the customs value.  Where no such sale is found, the transaction value of
identical goods sold at a different commercial level and/or in different quantities, adjusted
to take account of differences attributable to commercial level and/or to quantity, shall be
used, provided that such adjustments can be made on the basis of demonstrated evidence
which clearly establishes the reasonableness and accuracy of the adjustment, whether the
adjustment leads to an increase or a decrease in the value. 
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2. Where the costs and charges referred to in paragraph 2 of Article 8 are included in the transaction
value, an adjustment shall be made to take account of significant 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 identical goods is found, the lowest
such value shall be used to determine the customs 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 importation and exported at or about the same time as the goods
being valued. 

(b) In applying this Article, the transaction value of similar goods in a sale at the same commercial
level and in substantially the same quantity as the goods being valued shall be used to
determine the customs value.  Where no such sale is found, the transaction value of similar
goods sold at a different commercial level and/or in different quantities, adjusted to take
account of differences attributable to commercial level and/or to quantity, shall be used,
provided that such adjustments can be made on the basis of demonstrated evidence which
clearly establishes the reasonableness and accuracy of the adjustment, whether the adjustment
leads to an increase or a decrease in the value. 

2. Where the costs and charges referred to in paragraph 2 of Article 8 are included in the transaction
value, an adjustment shall be made to take account of significant differences in such costs and charges between
the imported goods and the similar goods in question arising from differences in distances and modes of transport.

3. If, in applying this Article, more than one transaction value of similar goods is found, the lowest such
value shall be used to determine the customs value of the imported goods. 

Article 4 

If the customs value of the imported goods cannot be determined under the provisions of Articles 1,
2 and 3, the customs value shall be determined under the provisions of Article 5 or, when the customs value
cannot be determined under that Article, under the provisions of Article 6 except that, at the request of the
importer, the order of application of Articles 5 and 6 shall be reversed. 

Article 5 

1. (a) If the imported goods or identical or similar imported goods are sold in the country of
importation in the condition as imported, the customs value of the imported goods under the
provisions of this Article shall be based on the unit price at which the imported goods or
identical or similar imported goods are so sold in the greatest aggregate quantity, at or about
the time of the importation of the goods being valued, to persons who are not related to the
persons from whom they buy such goods, subject to deductions for the following: 

(i) either the commissions usually paid or agreed to be paid or the additions usually
made for profit and general expenses in connection with sales in such country of
imported goods of the same class or kind; 



Page 25

(ii) the usual costs of transport and insurance and associated costs incurred within the
country of importation; 

(iii) where appropriate, the costs and charges referred to in paragraph 2 of Article 8;
and 

(iv) the customs duties and other national taxes payable in the country of importation
by reason of the importation or sale of the goods. 

(b) If neither the imported goods nor identical nor similar imported goods are sold at or about
the time of importation of the goods being valued, the customs value shall, subject otherwise
to the provisions of paragraph 1(a), be based on the unit price at which the imported goods
or identical or similar imported goods are sold in the country of importation in the condition
as imported at the earliest date after the importation of the goods being valued but before
the expiration of 90 days after such importation. 

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 further processing, are sold in the greatest aggregate quantity
to persons in the country of importation who are not related to the persons from whom they buy such goods,
due allowance being made for the value added by such processing and the deductions provided for in paragraph
1(a). 

Article 6 

1. The customs value of imported goods under the provisions of this Article shall be based on a computed
value.  Computed value 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 usually reflected in sales of goods
of the same class or kind as the goods being valued which are made by producers in the country
of exportation for export to the country of importation; 

(c) the cost or value of all other expenses necessary to reflect the valuation option chosen by
the Member under paragraph 2 of Article 8. 

2. No Member may require or compel any person not resident in its own territory to produce for
examination, or to allow access to, any account or other record for the purposes of determining a computed
value.  However, information supplied by the producer of the goods for the purposes of determining the 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. 
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Article 7 

1. If the customs value of the imported goods cannot be determined under the provisions of Articles 1
through 6, inclusive, the customs value shall be determined using reasonable means consistent with the principles
and general provisions of this Agreement and of Article VII of GATT 1994 and on the basis of data available
in the country of importation. 

2. No customs value shall be determined under the provisions of this Article on the basis of: 

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

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

(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 6; 

(e) the price of the goods for export to a country other than the country of importation; 

(f) minimum customs values;  or 

(g) arbitrary or fictitious values. 

3. If the importer so requests, the importer shall be informed in writing of the customs value determined
under the provisions of this Article and 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 payable for the imported goods: 

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

(i) commissions and brokerage, except buying commissions; 

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

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

(b) the value, apportioned as appropriate, of the following goods and services where supplied
directly or indirectly by the buyer free of charge or at reduced cost for use in connection with
the production and sale 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;

(ii) tools, dies, moulds and similar items used in the production of the imported goods;
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(iii) materials consumed in the production of the imported goods; 

(iv) engineering, development, artwork, design work, and plans and sketches undertaken
elsewhere than in the country of importation and necessary for the production of
the imported goods; 

(c) 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 that such
royalties and fees are not included in the price actually paid or payable; 

(d) the value of any part of the proceeds of any subsequent resale, disposal or use of the imported
goods that accrues directly or indirectly to the seller. 

2. In framing its legislation, each Member shall provide for the inclusion in or the exclusion from the
customs value, in whole or in part, of the following: 

(a) the cost of transport of the imported goods to the port or place of importation; 

(b) loading, unloading and handling charges associated with the transport of the imported goods
to the port or place of importation;  and 

(c) the cost of insurance. 

3. Additions to the price actually paid or payable shall be made under this Article only on the basis of
objective and quantifiable data. 

4. No additions shall be made to the price actually paid or payable in determining the customs value
except as provided in this Article. 

Article 9 

1. Where the conversion of currency is necessary for the determination of the customs value, 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 Member. 

Article 10 

All information which is by nature confidential or which is provided on a confidential basis for the
purposes of customs valuation 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 
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1. The legislation of each Member shall provide in regard to a determination of customs value for the
right of appeal, without penalty, by the importer or any other person liable for the payment of the duty. 

2. An initial right of appeal without penalty may be to an authority within the customs administration
or to an independent body, but the legislation of each Member 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.   The appellant shall also be informed of any rights of 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 GATT 1994 by the country of importation
concerned. 

Article 13 

If, in the course of determining the customs value of imported goods, it becomes necessary to delay
the final determination of such customs value, the importer of the goods shall nevertheless be able to withdraw
them from customs if, where so required, the importer provides sufficient guarantee in the form of a surety,
a deposit or some other appropriate instrument, covering the ultimate payment of customs duties for which
the goods may be liable.  The legislation of each Member shall make provisions for such circumstances. 

Article 14 

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

Article 15 

1. In 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 territory of importation;  and 

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

2. In this Agreement:

(a) "identical goods" means goods which are the same in all respects, including physical
characteristics, quality and reputation.  Minor differences in appearance would not preclude
goods otherwise conforming to the definition from being regarded as identical; 

(b) "similar goods" means goods which, although not alike in all respects, have like characteristics
and like component materials which enable them to perform the same functions and to be
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commercially interchangeable.  The quality of the goods, their reputation and the existence
of a trademark are among the factors to be considered in determining whether goods are similar;

(c) the terms "identical goods" and "similar goods" do not include, as the case may be, goods
which incorporate or reflect engineering, development, artwork, design work, and plans and
sketches for which no adjustment has been made under  paragraph 1(b)(iv) of Article 8 because
such elements were undertaken in the country of importation; 

(d) goods shall not be regarded as "identical goods" or "similar goods" unless they were produced
in the same country as the goods being valued;

(e) goods produced by a different person shall be taken into account only when there are no
identical goods or similar goods, as the case may be, 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 includes identical or similar goods. 

4. For the purposes of this Agreement, persons shall be deemed to be related only if: 

(a) they are officers or directors of one another's businesses; 

(b) they are legally recognized partners in business; 

(c) they are employer and employee; 

(d) any person directly or indirectly owns, controls or holds 5 per cent or more of the outstanding
voting stock or shares of both of them; 

(e) one of them directly or indirectly controls the other; 

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

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

(h) they are members of the same family. 

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

Article 16 

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

Article 17 

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

ADMINISTRATION, CONSULTATIONS AND DISPUTE SETTLEMENT

Article 18 

Institutions

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

2. There shall be established a Technical Committee on Customs Valuation (referred to in this Agreement
as "the Technical Committee") under the auspices of the Customs Co-operation Council (referred to in this
Agreement as "the CCC"), 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. 

Article 19 

Consultations and Dispute Settlement 

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

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

3. The Technical Committee shall provide, upon request, advice and assistance to Members engaged
in consultations. 

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

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

SPECIAL AND DIFFERENTIAL TREATMENT 

Article 20

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

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

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

PART IV 

FINAL PROVISIONS

Article 21

Reservations

Reservations may not be entered in respect of any of the provisions of this Agreement without the
consent of the other Members.

Article 22

National Legislation 

1. Each  Member shall ensure, not later than the date of application of the provisions of this Agreement
for it, the conformity of its laws, regulations and administrative procedures with the provisions of this Agreement.

2. Each Member shall inform the Committee of any changes in its laws and regulations relevant to this
Agreement and in the administration of such laws and regulations. 
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Article 23

Review 

The Committee shall review annually the implementation and operation of this Agreement taking
into account the objectives thereof.  The Committee shall annually inform the Council for Trade in Goods
of developments during the period covered by such reviews. 

Article 24

Secretariat 

This Agreement shall be serviced by the WTO Secretariat except in regard to those responsibilities
specifically assigned to the Technical Committee, which will be serviced by the CCC Secretariat.
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ANNEX I 

INTERPRETATIVE NOTES 

General Note 

Sequential Application of Valuation Methods 

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

2. Where the customs value cannot be determined under the provisions of Article 1, it is to be determined
by proceeding sequentially through the succeeding Articles to the first such Article under which the customs
value can be determined.  Except as provided in Article 4, it is only when the customs value cannot be determined
under the provisions of a particular Article that the provisions of the next 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 provisions
of Article 5, if it can be so determined. 

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

Use of Generally Accepted Accounting Principles 

1. "Generally accepted accounting principles" refers to the recognized consensus or substantial authoritative
support within a country at a particular time as to which economic resources and obligations should be recorded
as assets and liabilities, which changes in assets and liabilities should be recorded, how the assets and liabilities
and changes in them should be measured, what information should be disclosed and how it should be disclosed,
and which financial statements should be prepared.  These standards may be broad guidelines of general
application as well as detailed practices and procedures. 

2.  For the purposes of this Agreement, the customs administration of each Member shall utilize information
prepared in a 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 out utilizing information prepared in a manner consistent with generally
accepted accounting principles of the country of importation.  On the other hand, the determination of usual
profit and general expenses under the provisions of Article 6 would be carried out utilizing information prepared
in a manner consistent with generally accepted accounting principles of the country of production.  As a further
example, the determination of an element provided for in paragraph 1(b)(ii) of Article 8 undertaken in the
country of importation would be carried out utilizing information in a manner consistent with the generally
accepted accounting principles of that country. 



Page 34

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 costs, 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. 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. 
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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 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
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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. 

Note to Article 2 

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

(a) a sale at the same commercial level but in different quantities; 

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

(c) a sale at a different commercial level and in different quantities. 

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

(a) quantity factors only; 

(b) commercial level factors only;  or 

(c) both commercial level and quantity factors. 

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

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

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

Note to Article 3 

1. In applying Article 3, the customs administration shall, wherever possible, use a sale of similar goods
at the same commercial level and in substantially the same quantities as the goods being valued.  Where no
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such sale is found, a sale of similar goods that takes place under any one of the following three conditions
may be used: 

(a) a sale at the same commercial level but in different quantities; 

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

(c) a sale at a different commercial level and in different quantities. 

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

(a) quantity factors only; 

(b) commercial level factors only;  or 

(c) both commercial level and quantity factors. 

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

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

5. A condition for adjustment because of different commercial levels or different quantities is that such
adjustment, whether it leads to an increase or a decrease in the value, be made only on the basis of demonstrated
evidence that clearly establishes the reasonableness and accuracy of the adjustment, e.g. valid price lists
containing prices referring to different levels or different quantities.  As an example of this, if the imported
goods being valued consist of a shipment of 10 units and the only similar imported goods for which a transaction
value exists involved a sale of 500 units, and it is recognized that the seller grants quantity discounts, the required
adjustment may be accomplished by resorting to the seller's price list and using that price applicable to a sale
of 10 units.  This does not require that a sale had to have been made in quantities of 10 as long as the price
list has been established as being bona fide through sales at other quantities.  In the absence of such an objective
measure, however, the determination of a customs value under the provisions of Article 3 is not appropriate.

Note to Article 5 

1. The term "unit price at which ... goods are sold in the greatest aggregate quantity" means the price
at which the greatest number of units is sold in sales to persons who are not related to the persons from whom
they buy such goods at the first commercial level after importation at which such sales take place. 
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2. As an example of this, goods are sold from a price list which grants favourable unit prices for purchases
made in larger quantities. 

Sale quantity Unit price Number of sales
Total quantity 

sold at each price

1-10 units 100 10 sales of 5 units
 5 sales of 3 units

65

11-25 units 95  5 sales of 11 units 55

over 25 units 90  1 sale of 30 units
 1 sale of 50 units

80

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

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

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

(a)   Sales

Sale quantity Unit price

40 units 100 

30 units 90

15 units 100 

50 units 95

25 units 105 

35 units 90

 5 units 100 

(b) Totals

Total quantity sold Unit price

65 90

50 95

60 100 

25 105 

In this example, the greatest number of units sold at a particular price is 65;  therefore, the unit price
in the greatest aggregate quantity is 90. 
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5. Any sale in the importing country, as described in paragraph 1 above, to a person who supplies directly
or indirectly free of charge or at reduced cost for use in connection with the production and sale for export
of the imported goods any of the elements specified in paragraph 1(b) of Article 8, should not be taken into
account in establishing the unit price for the purposes of Article 5. 

6. It should be noted that "profit and general expenses" referred to in paragraph 1 of Article 5 should
be taken as a whole.  The figure for the purposes of this deduction should be determined on the basis of
information supplied by or on behalf of the importer unless the importer's figures are inconsistent with those
obtained in sales in the country of importation of imported goods of the same class or kind. Where the importer's
figures are inconsistent with such figures, the amount for profit and general expenses may be based upon relevant
information other than that supplied by or on behalf of the importer. 

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

8. Local taxes payable by reason of the sale of the goods for which a deduction is not made under the
provisions of paragraph 1(a)(iv) of Article 5 shall be deducted under the provisions of paragraph 1(a)(i) of
Article 5.

9. In determining either the commissions or the usual profits and general expenses under the provisions
of paragraph 1 of Article 5, the question whether certain goods are "of the same class or kind" as other goods
must be determined on a case-by-case basis by reference to the circumstances involved.  Sales in the country
of importation of the narrowest group or range of imported goods of the same class or kind, which includes
the goods being valued, for which the necessary information can be provided, should be examined.  For the
purposes of Article 5, "goods of the same class or kind" includes goods imported from the same country as
the goods being valued as well as goods imported from other countries. 

10. For the purposes of paragraph 1(b) of Article 5, the "earliest date" shall be the date by which sales
of the imported goods or of identical or similar imported goods are made in sufficient quantity to establish
the unit price. 

11. Where the method in paragraph 2 of Article 5 is used, deductions made for the value added by further
processing shall be based on objective and quantifiable data relating to the cost of such work.  Accepted industry
formulas, recipes, methods of construction, and other industry practices would form the basis of the calculations.

12. It is recognized that the method of valuation provided for in paragraph 2 of Article 5 would normally
not be applicable when, as a result of the further processing, the imported goods lose their identity. However,
there can be 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 goods
sold in the country of importation that the use of this valuation method would be unjustified.  In view of the
above, each situation of this type must be considered on a case-by-case basis. 

Note to Article 6 

1. As a general rule, customs value is determined under this Agreement on the basis 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 importation.  Furthermore, in most cases the producer of the goods will be outside the
jurisdiction of the authorities of the country of importation.  The use of the computed value method will generally
be limited to those cases where the buyer and seller are related, and the producer is prepared to supply to the
authorities of the country of importation the necessary costings and to provide facilities for any subsequent
verification which may be necessary. 
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2. The "cost or value" referred to in paragraph 1(a) of Article 6 is to be determined on the basis of
information 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 accounts 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 paragraphs 1(a)(ii) and (iii) of
Article 8.  It shall also include the value, apportioned as appropriate under the provisions of the relevant note
to Article 8, of any element specified in paragraph 1(b) of Article 8 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 paragraph 1(b)(iv) of Article 8 which are undertaken in the country of importation shall be included only
to the extent that such elements are charged to the producer.  It is to be understood that no cost or value of
the elements referred to in this paragraph shall be counted twice in determining the computed value. 

4. The "amount for profit and general expenses" referred to in paragraph 1(b) of Article 6 is to be
determined on the basis of information supplied by or on behalf of the producer unless the producer's 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 producers in the country of exportation for export to the country of importation.

5. It should be noted in this context that the "amount for profit and general expenses" has to be taken
as a whole.  It follows that if, in any particular case, the producer's profit figure is low and the producer's general
expenses are high, the producer's profit and general expenses taken together may nevertheless be consistent
with that usually reflected in sales of goods of the same class or kind.  Such a situation might occur, for example,
if a 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 can demonstrate a low profit
on sales of the imported goods because of particular commercial circumstances, the producer's actual profit
figures should be taken into account provided that the producer has valid commercial reasons to justify them
and the producer's pricing policy reflects usual pricing policies in the branch of industry concerned.  Such a
situation might occur, for example, where producers have been forced to lower prices temporarily because
of an unforeseeable drop in demand, or where they sell goods to complement a range 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 usually reflected in sales of goods of the
same class or kind as the goods being valued which are made by producers in the country of exportation for
export to the country of importation, the amount for profit and general expenses may be based upon relevant
information other than that supplied by or on behalf of the producer of the goods. 

6. Where information other than that supplied by or on behalf of the producer is used for the purposes
of determining a computed value, the authorities of the importing country shall inform the importer, if the
latter so requests, of the source of such information, the data used and the calculations based upon such data,
subject to the provisions of Article 10. 

7. The "general expenses" referred to in paragraph 1(b) of Article 6 covers the direct and indirect costs
of producing and selling the goods for export which are not included under paragraph 1(a) of Article 6. 

8. Whether certain goods are "of the same class or kind" as other goods must be determined on a case-by-
case basis with reference to the circumstances involved.  In determining the usual profits and general expenses
under the provisions of Article 6, sales for export to the country of importation of the narrowest group or range
of goods, which includes the goods being valued, for which the necessary information can be provided, should
be examined.  For the purposes of Article 6, "goods of the same class or kind" must be from the same country
as the goods being valued. 
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Note to Article 7 

1. Customs values determined under the provisions of Article 7 should, to the greatest extent possible,
be based on previously determined customs values. 

2. The methods of valuation to be employed under Article 7 should be those laid down in Articles 1
through 6 but a reasonable flexibility in the application of such methods would be in conformity with the aims
and provisions of Article 7. 

3. Some examples of reasonable flexibility are as follows: 

(a) Identical 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 a country other than the country of exportation of the goods being valued
could be the basis for customs valuation;  customs values of identical imported goods already
determined under the provisions of Articles 5 and 6 could be used. 

(b) Similar goods - the requirement that the similar goods should be exported at or about the
same time as the goods being valued could be flexibly interpreted;  similar imported goods
produced in a country other than the country of exportation of the goods being valued could
be the basis for customs valuation;  customs values of similar imported goods already
determined under the provisions of Articles 5 and 6 could be used. 

(c) Deductive method - the requirement that the goods shall have been sold in the "condition
as imported" in paragraph 1(a) of Article 5 could be flexibly interpreted;  the "90 days"
requirement could be administered flexibly. 

Note to Article 8 

Paragraph 1(a)(i) 

The term "buying commissions" means fees paid by an importer to the importer's agent for the service
of representing the importer abroad in the purchase of the goods being valued. 

Paragraph 1(b)(ii) 

1. There are two factors involved in the apportionment of the elements specified in paragraph 1(b)(ii) of
Article 8 to the imported goods - the value of the element itself and the way in which that value is to be
apportioned to the imported goods.  The apportionment of these elements should be made in a reasonable manner
appropriate to the circumstances and in accordance with generally accepted accounting principles. 

2. Concerning the value of the element, if the importer acquires the element from a seller not related
to the importer at a given cost, the value of the element is that cost.  If the element was produced by the importer
or by a person related to the importer, 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 importer,
the original 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.  Various possibilities exist.  For example, the value might be apportioned to the first shipment if the
importer wishes to pay duty on the entire value at one time.  As another example, the importer may request
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that the value be apportioned over the number of units produced up to the time of the first shipment.  As a
further example, the importer may request that the value be apportioned over the entire anticipated production
where contracts or firm commitments exist for that production.  The method of apportionment used will depend
upon the documentation provided by the importer. 

4. As an illustration of the above, an importer provides the producer with a mould to be used in the
production of the imported goods and contracts with the producer to buy 10,000 units.  By the time of arrival
of the first shipment of 1,000 units, the producer has already produced 4,000 units.  The importer may request
the customs administration to apportion the value of the mould over 1,000 units, 4,000 units or 10,000 units.

Paragraph 1(b)(iv) 

1. Additions for the elements specified in paragraph 1(b)(iv) of Article 8 should be based on objective
and quantifiable data.  In order to minimize the burden for both the importer and customs administration in
determining the values to be added, data readily available in the buyer's commercial record system should be
used in so far as possible. 

2. For those elements supplied by the buyer which were purchased or leased by the buyer, the addition
would be the cost of the purchase or the lease.  No addition shall be made for those elements available in the
public domain, other than the cost of obtaining copies of them. 

3. The ease with which it may be possible to calculate the values to be added will depend on a particular
firm's structure and management practice, as well as its accounting methods. 

4. For example, it is possible that a firm which imports a variety of products from several countries
maintains the records of its design centre outside the country of importation in such a way as to show accurately
the costs attributable to a given product.  In such cases, a direct adjustment may appropriately be made under
the provisions of Article 8. 

5. In another case, a firm may carry the cost of the design centre outside the country of importation as
a general overhead expense without allocation to specific products.  In this instance, an appropriate adjustment
could be made under the provisions of Article 8 with respect to the imported goods by apportioning total design
centre costs over 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 different factors to be considered in
determining the proper method of allocation. 

7. In cases where the production of the element in question involves a number of countries and over a
period of time, the adjustment should be limited to the value actually added to that element outside the country
of importation. 

Paragraph 1(c) 

1. The royalties and licence fees referred to in paragraph 1(c) of Article 8 may include, among other
things, payments in respect to patents, trade marks and copyrights.  However, the charges for the right to
reproduce the imported goods in the country of importation shall not be added to the price actually paid or
payable for the imported goods in determining the customs value. 

2. Payments made by the buyer for the right to distribute or resell the imported goods shall not be added
to the price actually paid or payable for the imported goods if such payments are not a condition of the sale
for export to the country of importation of the imported goods. 
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Paragraph 3 

Where objective and quantifiable data do not exist with regard to the additions required to be made
under the provisions of Article 8, the transaction value cannot be determined under the provisions of Article 1.
As an illustration of this, a royalty is paid on the basis of the price in a sale in the importing country of a litre
of a particular product that was imported by the kilogram and made up into a solution after importation.  If
the royalty is based partially on the imported goods and partially on other factors which have nothing to do
with the imported goods (such as when the imported goods are mixed with domestic ingredients and are no
longer separately identifiable, or when the royalty cannot be distinguished from special financial arrangements
between the buyer and the seller), it would be inappropriate to attempt to make an addition for the royalty.
However, if the amount of this royalty is based only on the imported goods and can be readily quantified, an
addition to the price actually paid or payable can be made. 

Note to Article 9 

For the purposes of Article 9, "time of importation" may include the time of entry for customs purposes.

Note to Article 11 

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

2. "Without penalty" means that the importer shall not be subject to a fine or threat of fine merely because
the importer chose to exercise the right of appeal.  Payment of normal court costs and lawyers' fees shall not
be considered to be a fine. 

3. However, nothing in Article 11 shall prevent a Member from requiring full payment of assessed customs
duties prior to an appeal. 

Note to Article 15 

Paragraph 4 

For the purposes of Article 15, the term "persons" includes a legal person, where appropriate.

Paragraph 4(e) 

For the purposes of this Agreement, one person shall be deemed to control another when the former
is legally or operationally in a position to exercise restraint or direction over the latter. 
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ANNEX II 

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 CCC with a view to ensuring, at the technical level, uniformity in interpretation and
application of this Agreement. 

2. The responsibilities of the Technical Committee shall include the following: 

(a) to examine specific technical problems arising in the day-to-day administration of the customs
valuation system of Members and to give advisory opinions on appropriate solutions based
upon the facts presented; 

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

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

(d) to furnish such information and advice on any matters concerning the valuation of imported
goods for customs purposes as may be requested by any Member or the Committee.  Such
information and advice may take the form of advisory opinions, commentaries or explanatory
notes; 

(e) to facilitate, as requested, technical assistance to Members with a view to furthering the
international acceptance of this Agreement;  

(f) to carry out an examination of a matter referred to it by a panel under Article 19 of this
Agreement;  and 

(g) to exercise such other responsibilities as the Committee may assign to it. 

General 

3. The Technical Committee shall attempt to conclude its work on specific matters, especially those referred
to it by Members, the Committee or a panel, in a reasonably short period of time.   As provided in paragraph 4
of Article 19, a panel shall set a specific time period for receipt of a report of the Technical Committee and
the Technical Committee shall provide its report within that period.

4. The Technical Committee shall be assisted as appropriate in its activities by the CCC Secretariat.

Representation 

5. Each Member shall have the right to be represented on the Technical Committee.  Each Member may
nominate one delegate and one or more alternates to be its representatives on the Technical Committee.  Such
a Member so represented on the Technical Committee is referred to in this Annex as a "member of the Technical
Committee".  Representatives of members of the Technical Committee may be assisted by advisers.  The WTO
Secretariat may also attend such meetings with observer status. 
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6. Members of the CCC which are not Members of the WTO may be represented at meetings of the
Technical Committee by one delegate and one or more alternates.  Such representatives shall attend meetings
of the Technical Committee as observers. 

7. Subject to the approval of the Chairman of the Technical Committee, the Secretary-General of the
CCC (referred to in this Annex as "the Secretary-General") may invite representatives of governments which
are neither Members of the WTO nor members of the CCC and representatives of international governmental
and trade organizations to attend meetings of the Technical Committee as observers. 

8. Nominations of delegates, alternates and advisers to meetings of the Technical Committee shall be
made to the Secretary-General. 

Technical Committee Meetings 

9. The Technical Committee shall meet as necessary but at least two times a year.  The date of each meeting
shall be fixed by the Technical Committee at its preceding session.  The date of the meeting may be varied
either at the request of any member of the Technical Committee concurred in by a simple majority of the members
of the Technical Committee or, in cases requiring urgent attention, at the request of the Chairman. 
Notwithstanding the provisions in sentence 1 of this paragraph, the Technical Committee shall meet as necessary
to consider matters referred to it by a panel under the provisions of Article 19 of this Agreement.

10. The meetings of the Technical Committee shall be held at the headquarters of the CCC unless otherwise
decided. 

11. The Secretary-General shall inform all members of the Technical Committee and those included under
paragraphs 6 and 7 at least 30 days in advance, except in urgent cases, of the opening date of each session
of the Technical Committee. 

Agenda 

12. A provisional agenda for each session shall be drawn up by the Secretary-General and circulated to
the members of the Technical Committee and to those included under paragraphs 6 and 7 at least 30 days in
advance of the session, except in urgent cases.  This agenda shall comprise all items whose inclusion has been
approved by the Technical Committee during its preceding session, all items included by the Chairman on
the Chairman's own initiative, and all items whose inclusion has been requested by the Secretary-General,
by the Committee or by any member of the Technical Committee. 

13. The Technical Committee shall determine its agenda at the opening 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 from among the delegates of its members a Chairman and one
or more Vice-Chairmen.  The Chairman and Vice-Chairmen shall each hold office for a period of one year.
The retiring Chairman and Vice-Chairmen are eligible for re-election.  The mandate of a Chairman or Vice-
Chairman who no longer represents a member of the Technical Committee shall terminate automatically.

15. If the Chairman is absent from any meeting or part thereof, a Vice-Chairman shall preside.  In that
event, the latter shall have the same powers and duties as the Chairman. 

16. The Chairman of the meeting shall participate in the proceedings of the Technical Committee as such
and not as the representative of a member of the Technical Committee. 
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17. In addition to exercising the other powers conferred upon the Chairman by these rules, the Chairman
shall declare the opening and closing of each meeting, direct the discussion, accord the right to speak, and,
pursuant to these rules, have control of the proceedings.  The Chairman may also call a speaker to order if
the speaker's remarks are not relevant. 

18. During discussion of any matter a delegation may raise a point of order.  In this event, the Chairman
shall immediately state a ruling.  If this ruling is challenged, the Chairman shall submit it to the meeting for
decision and it shall stand unless overruled. 

19. The Secretary-General, or officers of the CCC Secretariat designated by the Secretary-General, shall
perform the secretarial work of meetings of the Technical Committee. 

Quorum and Voting 

20. Representatives of a simple majority of the members of the Technical Committee shall constitute a
quorum. 

21. Each member of the Technical Committee shall have one vote.  A decision of the Technical Committee
shall be taken by a majority comprising at least two thirds of the members present.  Regardless of the outcome
of the vote on a particular matter, the Technical Committee shall be free to make a full report to the Committee
and to the CCC on that matter indicating the different views expressed in the relevant discussions.
Notwithstanding the above provisions of this paragraph, on matters referred to it by a panel, the Technical
Committee shall take decisions by consensus.  Where no agreement is reached in the Technical Committee
on the question referred to it by a panel, the Technical Committee shall provide a report detailing the facts
of the matter and indicating the views of the members.

Languages and Records 

22. The official languages of the Technical Committee shall be English, French and Spanish.  Speeches
or statements made in any of these three languages shall be immediately translated into the other official
languages unless all delegations agree to dispense with translation.  Speeches or statements made in any other
language shall be translated into English, French and Spanish, subject to the same conditions, but in that event
the delegation concerned shall provide the translation into English, French or Spanish.  Only English, French
and Spanish shall be used for the official documents of the Technical Committee. Memoranda and correspondence
for the consideration of the Technical Committee must be presented in one of the official languages. 

23. The Technical Committee shall draw up a report of all its sessions and, if the Chairman considers
it necessary, minutes or summary records of its meetings.  The Chairman or a designee of the Chairman shall
report on the work of the Technical Committee at each meeting of the Committee and at each meeting of the
CCC. 
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ANNEX III

1. The five-year delay in the application of the provisions of the Agreement by developing country Members
provided for in paragraph 1 of Article 20 may, in practice, be insufficient for certain developing country
Members.  In such cases a developing country Member may request before the end of the period referred to
in paragraph 1 of Article 20 an extension of such period, it being understood that the Members will give
sympathetic consideration to such a request in cases where the developing country Member in question can
show good cause.

2. Developing countries which currently value goods on the basis of officially established minimum values
may wish to make a reservation to enable them to retain such values on a limited and transitional basis under
such terms and conditions as may be agreed to by the Members.

3. Developing countries which consider that the reversal of the sequential order at the request of the
importer provided for in Article 4 of the Agreement may give rise to real difficulties for them may wish to
make a reservation to Article 4 in the following terms: 

"The Government of ............ reserves the right to provide that the relevant provision of Article 4 of
the Agreement shall apply only when the customs authorities agree to the request to reverse the order
of Articles 5 and 6." 

If developing countries make such a reservation, the Members shall consent to it under Article 21 of the
Agreement.

4. Developing countries may wish to make a reservation with respect to paragraph 2 of Article 5 of the
Agreement in the following terms: 

"The Government of ............ reserves the right to provide that paragraph 2 of Article 5 of the Agreement
shall be applied in accordance with the provisions of the relevant note thereto whether or not the
importer so requests." 

If developing countries make such a reservation, the Members shall consent to it under Article 21 of the
Agreement.

5. Certain developing countries may have problems in the implementation of Article 1 of the Agreement
insofar as it relates to importations into their countries by sole agents, sole distributors and sole concessionaires.
If such problems arise in practice in developing country Members applying the Agreement, a study of this
question shall be made, at the request of such Members, with a view to finding appropriate solutions.

6. Article 17 recognizes that in applying the Agreement, customs administrations may need to make
enquiries concerning the truth or accuracy of any statement, document or declaration presented to them for
customs valuation purposes.  The Article thus acknowledges that enquiries may be made which are, for example,
aimed at verifying that the elements of value declared or presented to customs in connection with a determination
of customs value are complete and correct.  Members, subject to their national laws and procedures, have the
right to expect the full cooperation of importers in these enquiries.

7. The price actually paid or payable includes all payments actually made or to be made as a condition
of sale of the imported goods, by the buyer to the seller, or by the buyer to a third party to satisfy an obligation
of the seller. 
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AGREEMENT ON PRESHIPMENT INSPECTION

Members,

Noting that Ministers on 20 September 1986 agreed that the Uruguay Round of Multilateral Trade
Negotiations shall aim to "bring about further liberalization and expansion of world trade", "strengthen the
role of GATT" and "increase the responsiveness of the GATT system to the evolving international economic
environment";

Noting that a number of developing country Members have recourse to preshipment inspection;

Recognizing the need of developing countries to do so for as long and in so far as it is necessary to
verify the quality, quantity or price of imported goods;

Mindful that such programmes must be carried out without giving rise to unnecessary delays or unequal
treatment;

Noting that this inspection is by definition carried out on the territory of exporter Members;

Recognizing the need to establish an agreed international framework of rights and obligations of both
user Members and exporter Members;

Recognizing that the principles and obligations of GATT 1994 apply to those activities of preshipment
inspection entities that are mandated by governments that are Members of the WTO;

Recognizing that it is desirable to provide transparency of the operation of preshipment inspection
entities and of laws and regulations relating to preshipment inspection;

Desiring to provide for the speedy, effective and equitable resolution of disputes between exporters
and preshipment inspection entities arising under this Agreement;

Hereby agree as follows:

Article 1

Coverage - Definitions

1. This Agreement shall apply to all preshipment inspection activities carried out on the territory of
Members, whether such activities are contracted or mandated by the government, or any government body,
of a Member.

2. The term "user Member" means a Member of which the government or any government body contracts
for or mandates the use of preshipment inspection activities.

3. Preshipment inspection activities are all activities relating to the verification of the quality, the quantity,
the price, including currency exchange rate and financial terms, and/or the customs classification of goods
to be exported to the territory of the user Member.
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     It is understood that this provision does not obligate Members to allow government entities of other Members to conduct2

preshipment inspection activities on their territory.

     An international standard is a standard adopted by a governmental or non-governmental body whose membership is open to all2

Members, one of whose recognized activities is in the field of standardization.

4. The term "preshipment inspection entity" is any entity contracted or mandated by a Member to carry
out preshipment inspection activities.  2

Article 2

Obligations of User Members

Non-discrimination

1. User Members shall ensure that preshipment inspection activities are carried out in a non-discriminatory
manner, and that the procedures and criteria employed in the conduct of these activities are objective and are
applied on an equal  basis to all exporters affected by such activities.  They shall ensure uniform performance
of inspection by all the inspectors of the preshipment inspection entities contracted or mandated by them.

Governmental Requirements

2. User Members shall ensure that in the course of preshipment inspection activities relating to their
laws, regulations and requirements, the provisions of paragraph 4 of Article III of GATT 1994 are respected
to the extent that these are relevant.

Site of Inspection

3. User Members shall ensure that all preshipment inspection activities, including the issuance of a Clean
Report of Findings or a note of non-issuance, are performed in the customs territory from which the goods
are exported or, if the inspection cannot be carried out in that customs territory given the complex nature of
the products involved, or if both parties agree, in the customs territory in which the goods are manufactured.

Standards

4. User Members shall ensure that quantity and quality inspections are performed in accordance with
the standards defined by the seller and the buyer in the purchase agreement and that, in the absence of such
standards, relevant international standards  apply.2

Transparency

5. User Members shall ensure that preshipment inspection activities are conducted in a transparent manner.

6. User Members shall ensure that, when initially contacted by exporters, preshipment inspection entities
provide to the exporters a list of all the information which is necessary for the exporters to comply with inspection
requirements.  The preshipment inspection entities shall provide the actual information when so requested
by exporters.  This information shall include a reference to the laws and regulations of user Members relating
to preshipment inspection activities, and shall also include the procedures and criteria used for inspection and
for price and currency exchange-rate verification purposes, the exporters' rights vis-à-vis the inspection entities,
and the appeals procedures set up under paragraph 21.  Additional procedural requirements or changes in existing
procedures shall not be applied to a shipment unless the exporter concerned is informed of these changes at
the time the inspection date is arranged.  However, in emergency situations of the types addressed by Articles XX
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and XXI of GATT 1994, such additional requirements or changes may be applied to a shipment before the
exporter has been informed.  This assistance shall not, however, relieve exporters from their obligations in
respect of compliance with the import regulations of the user Members.

7. User Members shall ensure that the information referred to in paragraph 6 is made available to exporters
in a convenient manner, and that the preshipment inspection offices maintained by preshipment inspection
entities serve as information points where this information is available.

8. User Members shall publish promptly all applicable laws and regulations relating to preshipment
inspection activities in such a manner as to enable other governments and traders to become acquainted with
them.

Protection of Confidential Business Information

9. User Members shall ensure that preshipment inspection entities treat all information received in the
course of the preshipment inspection as business confidential to the extent that such information is not already
published, generally available to third parties, or otherwise in the public domain.  User Members shall ensure
that preshipment inspection entities maintain procedures to this end.

10. User Members shall provide information to Members on request on the measures they are taking to
give effect to paragraph 9.  The provisions of this paragraph shall not require any Member to disclose confidential
information the disclosure of which would jeopardize the effectiveness of the preshipment inspection programmes
or would prejudice the legitimate commercial interest of particular enterprises, public or private.

11. User Members shall ensure that preshipment inspection entities do not divulge confidential business
information to any third party, except that preshipment inspection entities may share this information with
the government entities that have contracted or mandated them.  User Members shall ensure that confidential
business information which they receive from preshipment inspection entities contracted or mandated by them
is adequately safeguarded.  Preshipment inspection entities shall share confidential business information with
the governments contracting or mandating them only to the extent that such information is customarily required
for letters of credit or other forms of payment or for customs, import licensing or exchange control purposes.

12. User Members shall ensure that preshipment inspection entities do not request exporters to provide
information regarding:

(a) manufacturing data related to patented, licensed or undisclosed processes, or to processes
for which a patent is pending;

(b) unpublished technical data other than data necessary to demonstrate compliance with technical
regulations or standards;

(c) internal pricing, including manufacturing costs;

(d) profit levels;

(e) the terms of contracts between exporters and their suppliers unless it is not otherwise possible
for the entity to conduct the inspection in question.  In such cases, the entity shall only request
the information necessary for this purpose.

13. The information referred to in paragraph 12, which preshipment inspection entities shall not otherwise
request, may be released voluntarily by the exporter to illustrate a specific case.
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     It is understood that, for the purposes of this Agreement, “force majeure” shall mean "irresistible compulsion or coercion,3

unforeseeable course of events excusing from fulfilment of contract".

Conflicts of Interest

14. User Members shall ensure that preshipment inspection entities, bearing in mind also the provisions
on protection of confidential business information in paragraphs 9 through 13, maintain procedures to avoid
conflicts of interest:

(a) between preshipment inspection entities and any related entities of the preshipment inspection
entities in question, including any entities in which the latter have a financial or commercial
interest or any entities which have a financial interest in the preshipment inspection entities
in question, and whose shipments the preshipment inspection entities are to inspect;

(b) between preshipment inspection entities and any other entities, including other entities subject
to preshipment inspection, with the exception of the government entities contracting or
mandating the inspections;

(c) with divisions of preshipment inspection entities engaged in activities other than those required
to carry out the inspection process.

Delays

15.  User Members shall ensure that preshipment inspection entities avoid unreasonable delays in inspection
of shipments.  User Members shall ensure that, once a preshipment inspection entity and an exporter agree
on an inspection date, the preshipment inspection entity conducts the inspection on that date unless it is
rescheduled on a mutually agreed basis between the exporter and the preshipment inspection entity, or the
preshipment inspection entity is prevented from doing so by the exporter or by force majeure.3

16. User Members shall ensure that, following receipt of the final documents and completion of the
inspection, preshipment inspection entities, within five working days, either issue a Clean Report of Findings
or provide a detailed written explanation specifying the reasons for non-issuance.  User Members shall ensure
that, in the latter case, preshipment inspection entities give exporters the opportunity to present their views
in writing and, if exporters so request, arrange for re-inspection at the earliest mutually convenient date.

17. User Members shall ensure that, whenever so requested by the exporters, preshipment inspection entities
undertake, prior to the date of physical inspection, a preliminary verification of price and, where applicable,
of currency exchange rate, on the basis of the contract between exporter and importer, the pro forma invoice
and, where applicable, the application for import authorization.  User Members shall ensure that a price or
currency exchange rate that has been accepted by a preshipment inspection entity on the basis of such preliminary
verification is not withdrawn, providing the goods conform to the import documentation and/or import licence.
They shall ensure that, after a preliminary verification has taken place, preshipment inspection entities
immediately inform exporters in writing either of their acceptance or of their detailed reasons for non-acceptance
of the price and/or currency exchange rate.

18. User Members shall ensure that, in order to avoid delays in payment, preshipment inspection entities
send to exporters or to designated representatives of the exporters a Clean Report of Findings as expeditiously
as possible.

19. User Members shall ensure that, in the event of a clerical error in the Clean Report of Findings,
preshipment inspection entities correct the error and forward the corrected information to the appropriate parties
as expeditiously as possible.



Page 52

     The obligations of user Members with respect to the services of preshipment inspection entities in connection with customs4

valuation shall be the obligations which they have accepted in GATT 1994 and the other Multilateral Trade Agreements
included in Annex 1A of the WTO Agreement.

Price Verification

20. User Members shall ensure that, in order to prevent over- and under-invoicing and fraud, preshipment
inspection entities conduct price verification  according to the following guidelines:4

(a) preshipment inspection entities shall only reject a contract price agreed between an exporter
and an importer if they can demonstrate that their findings of an unsatisfactory price are based
on a verification process which is in conformity with the criteria set out in subparagraphs (b)
through (e);

(b) the preshipment inspection entity shall base its price comparison for the verification of the
export price on the price(s) of identical or similar goods offered for export from the same
country of exportation at or about the same time, under competitive and comparable conditions
of sale, in conformity with customary commercial practices and net of any applicable standard
discounts.  Such comparison shall be based on the following:

(i) only prices providing a valid basis of comparison shall be used, taking into account
the relevant economic factors pertaining to the country of importation and a country
or countries used for price comparison;

(ii) the preshipment inspection entity shall not rely upon the price of goods offered for
export to different countries of importation to arbitrarily impose the lowest price
upon the shipment;

(iii) the preshipment inspection entity shall take into account the specific elements listed
in subparagraph (c);

(iv) at any stage in the process described above, the preshipment inspection entity shall
provide the exporter with an opportunity to explain the price;

(c) when conducting price verification, preshipment inspection entities shall make appropriate
allowances for the terms of the sales contract and generally applicable adjusting factors
pertaining to the transaction;  these factors shall include but not be limited to the commercial
level and quantity of the sale, delivery periods and conditions, price escalation clauses, quality
specifications, special design features, special shipping or packing specifications, order size,
spot sales, seasonal influences, licence or other intellectual property fees, and services rendered
as part of the contract if these are not customarily invoiced separately;  they shall also include
certain elements relating to the exporter's price, such as the contractual relationship between
the exporter and importer;

(d) the verification of transportation charges shall relate only to the agreed price of the mode
of transport in the country of exportation as indicated in the sales contract;

(e) the following shall not be used for price verification purposes:

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

(ii) the price of goods for export from a country other than the country of exportation;
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     It is understood that such technical assistance may be given on a bilateral, plurilateral or multilateral basis.5

(iii) the cost of production;

(iv) arbitrary or fictitious prices or values.

Appeals Procedures

21. User Members shall ensure that preshipment inspection entities establish procedures to receive, consider
and render decisions concerning grievances raised by exporters, and that information concerning such procedures
is made available to exporters in accordance with the provisions of  paragraphs 6 and 7.  User Members shall
ensure that the procedures are developed and maintained in accordance with the following guidelines:

(a) preshipment inspection entities shall designate one or more officials who shall be available
during normal business hours in each city or port in which they maintain a preshipment
inspection administrative office to receive, consider and render decisions on exporters' appeals
or grievances;

(b) exporters shall provide in writing to the designated official(s) the facts concerning the specific
transaction in question, the nature of the grievance and a suggested solution;

(c) the designated official(s) shall afford sympathetic consideration to exporters' grievances and
shall render a decision as soon as possible after receipt of the documentation referred to in
subparagraph (b).

Derogation

22. By derogation to the provisions of Article 2, user Members shall provide that, with the exception of
part shipments, shipments whose value is less than a minimum value applicable to such shipments as defined
by the user Member shall not be inspected, except in exceptional circumstances.  This minimum value shall
form part of the information furnished to exporters under the provisions of paragraph 6.

Article 3

Obligations of Exporter Members

Non-discrimination

1. Exporter Members shall ensure that their laws and regulations relating to preshipment inspection
activities are applied in a non-discriminatory manner.

Transparency

2. Exporter Members shall publish promptly all applicable laws and regulations relating to preshipment
inspection activities in such a manner as to enable other governments and traders to become acquainted with
them.

Technical Assistance

3. Exporter Members shall offer to provide to user Members, if requested, technical assistance directed
towards the achievement of the objectives of this Agreement on mutually agreed terms.5
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Article 4

Independent Review Procedures

Members shall encourage preshipment inspection entities and exporters mutually to resolve their
disputes.  However, two working days after submission of the grievance in accordance with the provisions
of paragraph 21 of Article 2, either party may refer the dispute to independent review.  Members shall take
such reasonable measures as may be available to them to ensure that the following procedures are established
and maintained to this end:

(a) these procedures shall be administered by an independent entity constituted jointly by an
organization representing preshipment inspection entities and an organization representing
exporters for the purposes of this Agreement;

(b) the independent entity referred to in subparagraph (a) shall establish a list of experts as follows:

(i) a section of members nominated by an organization representing preshipment
inspection entities;

(ii) a section of members nominated by an organization representing exporters;

(iii) a section of independent trade experts, nominated by the independent entity referred
to in subparagraph (a). 

The geographical distribution of the experts on this list shall be such as to enable any disputes
raised under these procedures to be dealt with expeditiously.  This list shall be drawn up within
two months of the entry into force of the WTO Agreement and shall be updated annually.
The list shall be publicly available.  It shall be notified to the Secretariat and circulated to
all Members;

(c) an exporter or preshipment inspection entity wishing to raise a dispute shall contact the
independent entity referred to in subparagraph (a) and request the formation of a panel.  The
independent entity shall be responsible for establishing a panel.  This panel shall consist of
three members.  The members of the panel shall be chosen so as to avoid unnecessary costs
and delays.  The first member shall be chosen from section (i) of the above list by the
preshipment inspection entity concerned, provided that this member is not affiliated to that
entity.  The second member shall be chosen from section (ii) of the above list by the exporter
concerned, provided that this member is not affiliated to that exporter.  The third member
shall be chosen from section (iii) of the above list by the independent entity referred to in
subparagraph (a).  No objections shall be made to any independent trade expert drawn from
section (iii) of the above list;

(d) the independent trade expert drawn from section (iii) of the above list shall serve as the
chairman of the panel.  The independent trade expert shall take the necessary decisions to
ensure an expeditious settlement of the dispute by the panel, for instance, whether the facts
of the case require the panelists to meet and, if so, where such a meeting shall take place,
taking into account the site of the inspection in question;

(e) if the parties to the dispute so agree, one independent trade expert could be selected from
section (iii) of the above list by the independent entity referred to in subparagraph (a) to review
the dispute in question.  This expert shall take the necessary decisions to ensure an expeditious
settlement of the dispute, for instance taking into account the site of the inspection in question;
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(f) the object of the review shall be to establish whether, in the course of the inspection in dispute,
the parties to the dispute have complied with the provisions of this Agreement.  The procedures
shall be expeditious and provide the opportunity for both parties to present their views in
person or in writing;   

(g) decisions by a three-member panel shall be taken by majority vote.  The decision on the dispute
shall be rendered within eight working days of the request for independent review and be
communicated to the  parties to the dispute.  This time-limit could be extended upon agreement
by the parties to the dispute.  The panel or independent trade expert shall apportion the costs,
based on the merits of the case;

(h) the decision of the panel shall be binding upon the preshipment inspection entity and the
exporter which are parties to the dispute.

Article 5

Notification

Members shall submit to the Secretariat copies of the laws and regulations by which they put this
Agreement into force, as well as copies of any other laws and regulations relating to preshipment inspection,
when the WTO Agreement enters into force with respect to the Member concerned.  No changes in the laws
and regulations relating to preshipment inspection shall be enforced before such changes have been officially
published.  They shall be notified to the Secretariat immediately after their publication.  The Secretariat shall
inform the Members of the availability of this information.

Article 6

Review

At the end of the second year from the date of entry into force of the WTO Agreement and every three
years thereafter, the Ministerial Conference shall review the provisions, implementation and operation of this
Agreement, taking into account the objectives thereof and experience gained in its operation.  As a result of
such review, the Ministerial Conference may amend the provisions of the Agreement. 

Article 7

Consultation

Members shall consult with other Members upon request with respect to any matter affecting the
operation of this Agreement.  In such cases, the provisions of Article XXII of GATT 1994, as elaborated and
applied by the Dispute Settlement Understanding, are applicable to this Agreement.

Article 8

Dispute Settlement

Any disputes among Members regarding the operation of this Agreement shall be subject to the
provisions of Article XXIII of GATT 1994, as elaborated and applied by the Dispute Settlement Understanding.
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Article 9

Final Provisions

1. Members shall take the necessary measures for the implementation of the present Agreement.

2. Members shall ensure that their laws and regulations shall not be contrary to the provisions of this
Agreement.


