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INTRODUCTION

On April 21, 1971, the Senate Committee on Finance and ita Sub-
committee on International Trade asked the Tariff Commission to
undertake a study of the customs valuation procedures of foreign
countries and those of the United States with a view to developing and
suggesting uniform standards of customs valuation which would operate
fairly among all classes of shippers in international trade, and the
economic effects which would follow 1f the United States were to
adopt such standards of valuation, based on rates of duty which were
to become effective on January 1, 1972, 1/

On April 30, 1971, the Tariff Commission instituted the requested
study (Investigation No. 332-68) under section 332(g) of the Tariff
Act of 1930, Notice of the investigation was published inlthe
Federal Register of May 5, 1971 (87 F.R. 8419).

1/ The Senate Committee on Finance on December 11, 1570, in its report
on the then pending "Trade Act of 1970" (Senate Report No. 91-1431 on
H.R. 17550, page 283), expressed the need for extensive research on cer-
tain matters relevant to its review of U.S. foreign trade policies.
Section 362 of the bill, which was reported favorably to the Senate but
failed enactment, directed the Tariff Commission to undertake studies on
certain important issues relating to U.S. trade policy. On March 31,
1971, the Chairman of the Committee announced the establishment of a
Subcommittee on International Trade to examine policy questions asso-
ciated with the shaping of a new international trade program for the
United States.

The Commission made a prior study on customs valuation for the
Senate Finance Committee in 1966 and 1967. On February 9, 1966, the
Committee directed the Tariff Commission, pursuant to section 332 of the
Tariff Act of 1930, to investigate the methods of valuation used by the
United States and its principal trading partners. In its preliminary
report submitted to the Fitance Committee in July 1966 and published as
Tariff Commission Publication 180, the Commission described the val-
uation methods used by the United States and its principal trading
partners and analyzed the effects of the basic differences between such
methods. The final report, submitted to the Finance Committee in
February 1967, was not published.



A staff report to the Commission in the current investigation
was released in July 1972 as Tariff Commission Publiéation 501, The
report described the customs valuation practices of éhe United States
and certain other countries, and it discussed principles that should
be followed in the formulation of uniform standards of customs val-
uation in order to comply with the Committees' directive.

The staff report also included a valuation standard with two
alternate provisions for the place of valuation, i.e., at the port
of exportation (so-called f.o.b.) and at the port of importation (so-
called c.i.f.), The staff report was designed to elicit comments and
views on the basic issues and to facilitate hearings which were held
September 11 and 12, 1972, Notice of the public hearings was published
in the Federal Register of August 5, 1972 (37 F.R. 15901) and
September 9, 1972 (37 F.R. 18418).

The Commission obtained information not only at the public hearings
and in written views, but also from its files, from the Bureau of
Customs of the U.S. Department of the Treasury and other agencies of
the U.8. Government, from customs officials of several foreign
countries, from the Directorate of the Customs Cooperation Council in
Brussels, and from other interested parties. ’

This report is divided into four parts. The first paff‘heiﬁ’forth
the Commiseion's uniform suggested international cuotom.ﬁ}‘ation 8ys~
tem, Also included in the firef pq;ttﬁgnjgfngnse?to-the Committees' '

. v Y
directives, 18 a statement in summary form of the probable economic



effects 1f the United States were to adopt the suggested ayftem based
upon rates in effect on January 1, 1972. ’

Parts II through IV and the Appendices of the report consist of
background information on customs valuation. Part II, Current Customs
Valuatioﬁ'Requiremente, and Part III, Coneiderations for Uniform
Standards, are in large part drawn from the published staff report of
July 1972, Part IV is a more detailed analysis of the probable
economic effects of U.S. adoption of the Commission's suggested system.
The Appendices include letters from the Senate Finance Committee and

"its Subcommittee requesting this study, public notices of hearings, the
standard from the staff report of July 1972, a tabular summary of the
testimony and briefs from the public hearing, excerpts from valuation

statutes of various countries, and statistical tables.
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PART I. SUGGESTED UNIFORM INTERNATIONAL CUSTOMS VALUATION SYSTEM

In response to the directives of the U.S. Senate Committee on
Finance and its Subcommittee on International Trade, the Commission
unanimously suggests an international customs valuation system, as

hereinafter described, with a primary standard of transaction value,

i1.e., the price paid or payable in an arm's~length sale, and sub-
ordinate standards designed to achieve the equivalent of the trans-
action value when the latter does not apply.

However, Commissioners differ with respect to the important
element of place to be incorporated therein. In this latter respect,
four Commissioners 1/ suggest that the international customs val-
uation system incorporate the so-called f.o.b. (port of exportation)
concept. 2/ Two Commissioners 3/ suggest that the international
customs valuation system incorporate the so-called c.i.f. (port of

importation) concept. 4/

1/ Voting for the f.o0.b. concept: Chairman Bedell, Vice Chairman
Parker, Commissioner Leonard, and Commissioner Moore.

2/ The "f.0.b." concept includes in the customs value of imported
articles all charges and expenses incurred in obtaining the articles
packed ready for shipment and moving them to the port of exportation
alongside the exporting carrier. See page 137 for the considerations
involved in selecting the "f.,o.b." concept.

3/ Voting for the c.i.f, concept: Commissioner Young and Commis-
sioner Ablondi.

4/ The "c.i.f." concept includes, in addition to the charges and
expenses described in footnote 2, supra, all charges and expenses,
such as those for loading, unloading, insurance, and transportatdon,
incurred in bringing the articles from alongside the carrier at the

port of exportation and placing them alongside thé carrief @t the
port of importation. See page 141 for the considerations involved
in selecting the "c.i.f." concept.



In this part of the report, an explanation of the structure of
the valuation system suggested by the Commission and of the principles
embodied therein will be furnished, Thereafter, a Jﬁmmary of the
probable economic effect of United States adoption of the system will

be provided.
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Structure and Principles
of
Suggested Uniform Valuation System

The basis of valuation
The value of imported articles shall be determined in accordance
with the following customs valuation standards, and the priority in
the application of such standards shall be as follows:
First, the primary standard shall be the transaction
value of the articles undergoing appraisement. |
Second, if the value of the articles undergoing
appraisement cannot be datermined under the foregoing
primary standard, the most reasonable of the following
threa'secondary standards shall be used to determine
the equivalent of such transaction value!
(a) The transaction value of comparable
articles, or
(b) The value constructed from sales of
imports, or
(c) The value constructed from production
costs.
Third, if the value of the articles undergoing
appraisement cannot be reasonably determined under
the foregoing primary or secondary standards, then
the equivalent of such transaction value shall be

determined by other reasonable means.



The primary standard 1/

1. Transaction value of articles undergoing

appraisement.--The transaction value of the articles
undergoing appraisement shall be the price paid or
payable for them in an arm's-length sale when the
sale is made and the articles are imported in the
normal course of trade, plus, when not included in
such price, all éhérges and expenses incurred in
obtaining the articles packed, transporting them to

the port of exportation, and maintaining them until
importation, and placing them alongside

the time of lading upon the exporting carrier.
the importing carrier.

1/ Throughout the standards, where differences exist between the
elements of -the suggested so-called f.o.b., (port of exportation)
system and of the c.i.f. (port of importation) system, the language
for f.0.b. 18 on the top and the language for c.i.f. 18 on the
bottom, , o S - :



The secondary standards

2. (a) Transaction value of comparable articles.--
The transaction value of comparable articles shall be

the price paid or payable for them at the time of

exportation of the articles undergoing appraisement in
importation

an arm's-length sale when the sale is made and the
articles are imported in the normal course of trade,
plus, when not included in such price, all charges
and expenses incurred in obtaining the articles

packed, transporting them to the port of exportation,
importation,

and maintaining them until the time of lading upon . he
and placing them alongside the importing carrier.

exporting carrier.



(b) Value constructed from sales of imports.--The

value constructed from the sales of imports shall be
the price paid or payable in the importing country
for--
(1) the articles undergoing appraisement
in an arm's-length sa{e ir the normal course
of trade, or
(2) comparable articles in an arm's-length
sale in the normal course of trade at the

time of exportation of the articles undergoing
importation

appraisement,
less customs duty, charges and expenses, including
usual profit, incurred for services performed since

the time of lading such articles upon the exporting
of placing such articles alongside the im-

carrier.
porting carrier.

ERRRY S IR N ]
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(c) Value constructed from production costs.--The

value constructed from production costs shall be the
sum of the charges and expenses, including usual prof-
it, incurred in producing--
(1) the articles undergoing appraisement, or
(2) comparable articles in the normal course

- of trade at the time of exportation of the arti-
importation

cles undergoing appraisement,
packing them, transporting them to the port of

exportation, and maintaining them until the time of
importation, and placing them alongside the importing

their lading upon the exporting carrier.
carrier.
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The tertiary standard

3. Value determined by other reasonable means.--

The value determined by other reasonable means shall

be the value at the time of exportation of the arti-
importation

cles undergoing gppraisement that would be the
equivalent of their transactibn value, and includes
a value determined by reasonable means that may be

independent of, or used in conjunction with, any

of the foregoing secondary standards of valuation.
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Principles of the system

The suggested customs valuation system is comprised of a primary
standard, three secondary standards, and a tertiary standard. The
standards are ranked in the priority of their application as specified
under Basis of Valuation. The most important feature of the suggested
valuation system is the basic design of the primary standard to permit
the acceptance of the "transaction" value, i.e., the actual price paid
or payable for the articles undergoing appraisement, and of the
secondary and tertiary standards to achieve for such articles the value
that would be the "equivalent" of their transaction value when the
latter is not applicable, 1/

A salient feature of the secondary standards and of the tertiary
standard 1s the requisite latitude and flexibility to insure that
reasonable determinations are made of the equivalent of the transaction
value of the articles undergoing appraisement.

The following terms in the primary and secondary standards require
explanation: "arm's-length sale", "in the normal course of trade',
and "comparable articles".

An "arm's-length sale" contemplates a transaction between a buyer
and a seller independent of each other. The concept of "arm's-length
sale" 1s well established and is generally accepted in international

trade for customs valuation purposes. 2/

1/ The Ttransaction" referred to is the sale pursuant to which the im-

portation is made from the country where the articles were physically
available at the time of sale, whether or not produced in that country.

2/ See, for example, Article II of the Brussels Definition of Value and
section 402(g) of the Tariff Act of 1930, as amended.
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For the primary standard of valuation to apply, the sale of the
articles undergoing appraisement and their importation must have |
occurred "in the normal course of trade". This phrase permits the
consideration of an otherwise arm's-length transaction in relation to
the normal manner of doing business in articles of the same class or |
kind. The transaction may be disregarded if there are unusual circum-
stances surrounding it that offset the otherwise arm's-length nature
thereof .

The term "comparable articles" is used in each of the three
secondary standards of valuation. This term contemplates both arti-
cles that are identical with the articles undergoing appraisement or
are like them in component materials and in the purposes for which
used and are approximately equal to them in value, and that are pro-
duced in the same country as the articles undergoing appraisement by
the same person or by different persons. The use of the term "com=
parable articles” in the secondary standards is to facilitate the
determination of the equivalent value when the articles undergoing
appraisement cannot be valued under the primary standard.

The system of valuation standards, although expressed for the
most part in positive terms with the standards ranked in the priority
of their application, does nonetheless provide ample latitude and
flexibility in the secondary standards and in the tertiary standard
for reasonable determinations of the equivalent of the primary trans-

action value to be made for the articles undergoing appraisement. If
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the primary standard does not apply, the equivalent value is to be
determined in accordance with the "most reasonable" one of the three
listed secondary standards. If the value of the articles undergoing
appraisement cannot be ''reasonably" determined under the primary or
secondary standards, the tertiary standard provides for determination
of the equivalent value by other '"reasonable means" and specifically
authorizes the use of reasonable means of valuation that are "in-

" any of the other secondary

‘ dependent of, or used in conjunction with,
standards of valuation.

The elements of the suggested standards treat in the alternative
with respect to the valuation standard elements of "place" and "time",
but are otherwise the same., The element of place for the so-called
f.o.b. international customs valuation system herein suggested relates
to the arm's-length price paid or payable with adjustments, if neces-
sary, to include—~

* % %a3]1] charges and expenses incurred in obtaining
the articles packed, transporting them to the port
of exportation, and maintaining them until the time

of lading upon the exporting carrier (Emphasis
supplied).

The element of place for the so-called c.i.f. system, on the other
hand, relates to the arm'e-length price paid or payable with ad-

justments, if necessary, to include--

* * #3]]1 charges and expenses incurred in obtaining
the articles packed, transporting them to the port

of importation, and placing them alongside the im-
porting carrier (Emphasis supplied). :




s
Thus, 1t will be seen that the essential difference between the
f.o.b. and c.i.f, systems 18 that the former excludes, and the latter
includes, all charges and expenses of loading the articles onto the
exporting carrier and of transporting and maintaining them until they
are placed alongside the importing carrier at the port of importation,
In either case, the specified charges and expenses, i1f not already
included in the price, are to be included whether incurred by buyer,
seller, or a third party.

The suggested international customs valuation system is designed,
among other things, to achieve to the greatest extent practicable,
certainty of application and fairness to international traders. 1/
Such a system must perforce have as a principal adjunct an inter-
national supervigory body to insure international uniformity of appli-
cation, and, at the national level, established and adequate proce-
dures and facilities for--

(a) centralized administration of the system to insure
uniform and correct application of the valuation standards
by customs officers at all ports of entry, and

(b) review of the determinations of customs port
officials,

not only with respect to the valuation of imports, but also with

respect to their classification for duty purposes and all other customs

1/ See discussion of "fairness" at page 124.
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determinations affecting the level of customs duties or other re-
quirements relating to the importation of articles. This review,
which should be provided expeditiously and at minimum cost, should
take place first at the administrative level and, if necessary, sub-
sequently, in an independent judieial tribunal.

With respect to the valuation of imported articles, customs
officers should be required by law to appraise them and their deter-
minations should be presumed to be correct when questioned before an
independent judicial tribunal. This presumption of correctness would
be rebutted if an importer satisfied the reviewing tribunal that,
under the valuation standards, a better basis existed for valuing his
articles than was used by the appraising officers.

The suggested customs valuation system described above would be
suitable for uniform international application. As stated elsewhere
in the report (at page 140), the suggested system--

* % * yould be, to the greatest practicable
degree, a neutral constant in the duty formula
as applied to all classes of traders, thereby
leaving to the ad valorem rate of duty the sole
role of expressing--on a visible scale--the

quantum or degree of duty or the incidence of
protection intended.
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Summary of Probable Economic Effects
of United States Adoption of the Commission's
Suggested System of Uniform International Standards 1/
The Committee on Finance, in its letter requesting this study,
directed the Commission not only to suggest uniform standards for
customs valuation, but also to suggest the economic effects which
would follow if the United States were to adopt such standards based
upon January 1, 1972, rates of duty.

Unqualified adoption by the United States of either the f.o.b. or
the c.1.f. alternate of the Commission's suggested uniform system of
international standards would result in elimination of the principal
market and usual wholesale quantity concepts now generally applicable
to U.S. imports under sections 402 and 402(a), Tariff Act of 1930, as
amended, and the elimination of the "final 1ist" and "American selling
price" standards now applicable to specified articles only. 2/ The
c.1.f, alternate would, in addition, increase dutiable values by in-
cluding freight, insurance, and other intercountry charges.

Quantitative analysis of the economic effects of these changes is

limited to the likely effects on dutiable value and duty paid prices

”

1/ This summary is based upon a detailed background analysis of the
probable economic effects of U.S. adoption of the suggested standards
which 18 presented in Part IV of this report. Particular attention is
directed to the limitations of the analysis beginning on p. 152,

2/ This statement of changes that would be involved if the United
States were to adopt the suggested uniform standards is not to be con-
strued as a recommendation for or against their being unilaterally
adopted by the United States. The valuation systems of most countries
contain variations and exceptions from the generally applicable stand-
ards, and it is possible that even if the suggested system of standards
were adopted for international use, the different countries might re~-
tain some of these valuation variations and exceptions.
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for a group of selected entries which do not purport to be a statis-
tically representative sample. The analysis, however, does highlight
the probable nature of changes in dutiable value and duty paid prices
which might be expected were the United States to adopt the suggested
system of standards based on January 1, 1972, rates of duty., The
probable effects of adoption of the suggested system of standards on
trade flow, production, and consumption were not quantitatively ana-
lyzed, but were characterized qualitatively where appropriate.

Elimination of the principal market concept 1/ would increase the
dutiable value of 2 percent of the selected entries by amounts ranging
from 0.2 percent to 13.6 percent, the median increase being 3.6 percent.
The price effect would in most cases be negligible and there would
consequently be no measurable effect on U.S. imports, production, or
consumption.

Elimination of the usual wholesale quantity concept 2/ would, so
far as could be determined, have virtually no effect on dutiable
values.

Elimination of the final list standards 3/, which are now used in
appraising about 20 percent of all U.S. imports, would have no effect
on many final list articles, including the 40 percent of such articles

which are now duty-free, but would result in significant changes in

1/ The chief effect of this concept is that a few of the articles
valued under the "export value" and "foreign value" standards are
valued ex-factory rather than at the port of export.

2/ The usual wholesale quantity concept requires appraisement on the
basis of the price for the goods in their usual wholesale quantities.

3/ The major differences between section 402a (final list standards)
and section 402 standards are discussed beginning p. 72.
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dutiable value for some articles. The median change in dutiable value
among final list entries analyzed would range from a reduction 6f 6.5
percent for certain baked goods to an increase of 7.4 percent for
automobiles. The median change in duty-paid price, however, would range
from a reduction of 0.4 percent for birch plywood to an increase of 0.2
percent for automobiles. Price changes of éhis magnitude would prob-
ably have liétle or no effect on U.S. imports, production, or
consumption,

Elimination of the two American selling price ;tandards 1/, which
are applicable to less than 1 percent of all U.S. imports, would
significantly lower the dutiable value and duty-paid price of many
articles now appraised under these standards. For selected entries in
7 TSUSA items appraised under American selling price, the median re-
duction in dutiable value would range from 39.8 percent for dyes to
74.5 percent for certain footwear, while the median reduction in duty-
paid price would range from 7.8 percent for cyclic intermediates to
29.8 percent for certain footwear. Price changes of this magnitude may
be expected to have a significant impact on U.S. imports, production,
and consumption.

Thus, adoption of the suggested system of standards with the f.o.b.
alternate would have a significant effect on the dutiable value of

articles now appraised under American selling price, of some articles

1/ Customs value of articles valued under the American selling price
standards is based upon the price of the competitive domestic articles
in the United States.

- - [rm——
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on the final 1ist, and of a few articles now valued on an ex-factory
basis. Any significant effect on the duty-paid price of imports,
however, as well as any impact on U.S. imports, production, and con-
sumption, would be generally limited (1) to the articles now appraised
under the American selling price standards, which constitutes less
than 1 percent of total U.S. imports, and (2) to the comparable do-
mestic goods.

The inclusion of intercountry costs in the dutiable value under
the c.i.f, alternate would result in a net increase in dutiable value
and in duty-paid price for all entries except (1) those from Canada or
Mexico where intercountry costs are generally nonexistent and (2)
those where intercountry costs are too small to offset reductions
caused by elimination of American selling price or final list stand-
ards. Dutiable values and duty-paid prices under the c.i.f. alternate
would in all cases be equal to or greater than those that would result
under the f.o.b. alternate.

For the selected entries, the median change in dutiable value
under the c.i.f. alternate would range from a reduction of 37.6 per-
cent for cyclic intermediates to an increase of 14.9 percent for
plywood, while the median change in duty-paid price would range from

“ a reduction of 6.1 percent for cyclic intermediates to an increase of
2.6 perc;nt for rattan baskets and 3.7 percent for certain boots. For
most of the TSUSA items included in the selected entries, the median
duty-pai& price would remain unchanged or would increase by 1.per-

cent of less. Thus, the c¢.1.f, alternate would probably have little

e
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effect on U.S. imports, production, and consumption except for (1)
articles now valued under American selling price, (2) some articles
on the final list, an& (3) a few articles which combine high shipping
costs with high ad valorem rates of duty.

The inclusion of tranaport, insurance, and other intercountry costs
as a part of dutiable value would tend to increase duties and landed
duty paid prices (1) more for articles from d:stant countries than

. for similar articles from closer countries, (2) more for U.S. ports
digtant from the country of export than for closer U.S. ports, and (3)
more for articles shipped by air than for the same articles shipped
by surface transport. The probable effect on duty paid prices for
shipments in these three categories would vary widely depending in
large pafi‘on the level of intercountry costs and upon the rate of
duty. It is axiomatic to expect a significant price effect for arti~
cles where both the ad valorem duties and intercountry costs relative
to total costs are high and to expect a negligible price effect for
articles where both the ad valorem duties and the intercountry costs
relative to total costs are low.

The quantitative analysis of the limited data on individual
entries available to the Commission 1/ indicated that there would be
an increase in duty paid price under the c.i.f. alternate of generally
less than 1 percent for articles from Europe and Asia., However, this

analysis did not indicate that there would be any congsistently greater

1/ See page 152.
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increase in duty paid price for articles from Asia than for similar
articles from Europe, which is much closer. Similarly, for shipments
of a given article from a given country in Europe or Asia to ports

on the east coast and on the west coast the analysis indicated that
there would be no significant difference in duty paid price between
ports on the east coast and those on the west coast, Fbr shipments
of an article by air and by surface transport, the limited data in-
dicated that the duty-paid price would be higher, usually by less than
1 percent for air shipments. Because of the time advantage in air
shipment for most articles, it is questionable whether U.S. adoption
of c.i.f. valuation would cause many shippers to shift from air to

surface transport,
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PART I1. CURRENT CUSTOMS VALUATION REQUIREMENTS

Introductic:n

The purpose of customs valuation

Customs duties are assessed on the basis of specific rates (so
‘much per unit of the imported article), ad valorem rates (a stated
percentage of the value of the article), or compound rates (a combi-
nation of specific and ad valorem rates). In some cases, different
rates are provided for two or more value brackets into which the
class of imports has been subdivided for duty purposes, so that the
rate of duty also depends on the value. The amount or burden of an
ad valorem tariff depends upon the customs value to which it is
applied as well as upon the rate itself. ‘The two afe interdepenient
and inseparable. Ad ‘ralorem rates of duty, to be fully effective and
understood, must be supported by a clear definition of customs value.
Thus, customs valuation is essential to the administration of tariff
schedules that utilize ad valorem or compound rates of duty and rates
which vary depending on the value of the merchandise.

Even if a country imposes no ad valorem duties or had no rates
of duty dependent upon value, it would generally have need of, and
make provision for, determining the values of imported articles. Most
countries appraise duty-free and specific-duty merchandise as well as
merchandise dutiable on an ad valorem basis because customs appraise-
ment--apart~from its primary purpose of determining import duties--
serves a variety of other needs related to the administration of the

customs laws or to other aspects of a country's commercial policy.
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Among these needs are furnishing data for analytical purposes; facil-
itating the administration of tourist exemptions, bonds, and penalties
based on customs value; and implementing exchange regulations, import

licenses, and {mport quotas based on value.

Characterieticg of valuation standards

This report is concerned with customs valuation standards used
by customs officials to determine the ;hount of duty to be imposed
on imported goods subject to ad valorem rates of duty. It is not
sufficient merely to direct them to impose a duty of a given percentage
of the value of an imported artlcle. The term value, standing alone,
is indefinite. A commodity has different values at different times
and places and at different levels of marketing. Consequently, the
laws of a country should provide valuation guidelines or standards to
govern authorities in appraising imported goods.

Most of the standards in use today are based on one or both of
two valuation concepts, viz,, positive and notional,

A positive standard defines customs valuation in terms of the
price at which goods are sold under specified conditions. Because
it bases valuation on actual specified conditions, it requires, in
ranking order, one or more additional standards to provide alterna-
tives for valuation when the actual conditions of the next higher
ranking standard are not met., Thus, a system of two or more standards

is required undi¢r the positive concept for valuation of imported goods.
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A notional standard, on the other hand, defines customs valuation
in terms of the price at which goods would be sold under specified
conditions. Because the notional standard bases valuation on the price
at which goods would be sold under specified conditions rather than
under specified actual conditions, it permits any of the elements at
variance to be adjusted, as required, to meet the standard. Thus,
one notional standard may constitute an entire valuation system.

To insure complete coverage of all valuation possibilities,
positive valuation systems usually have residual authority to use the
notional concept,

If a standard--whether positive or notional--is to serve its pur-
pose, it must identify and define clearly the elements which describe
the dutiable value intended. These elements inc¢lude (1) the goods
whose actual or constructed price is to be used as a basis for detet-
mining the customs value of the goods under appraisement (e.g., the
particular goods under appraisement or identical or similar goods);
(2) the time and (3) place as of which the price of those goods is
to be determined (e.g., the time and place of exportation or the time
and place of importation); (4) the quantity and (5) transaction level
which are to be considered in determining th; price of those goods
(e.g., the usual wholesale quantity or ihe quantity and transaction
level which pertain to the particular goodé under appraisement); and
(6) the competitive conditions to be required in a transaction price

used as a basis for determining the customs value (e.g., a transaction
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on the open market between buyer and seller independent of each other).
These six elements, taken together, define the value contemplated by
a standard.

For appraisement purposes, it is cssential to have full knowledge
of all the commercial facts required by the valuation standard in-
volved, It is also essential that there be proper procedures, through
documentation and otherwise, for obtaining full disclosure of such
facts promptly.

The relationship of import statistics to customs
valuation

Accurate import statistics are an essential tool used by govern-
ments to formulate national trade policy and by business firms to
plan production and marketing strategy. For these purposes, data
are needed for duty-free and specific-duty merchandise as well as
for merchandise subject to ad valorem duties. In most countries,
the customs service is required to appraise all imported merchandise,
though major emphasis is placed on merchandise for which the amount

of duty depends on the value. The determination of quantity and value
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by the customs service for each import entry is generally used as
a basis for compiling import statistics. Thus, import statistics
are, in large measure, a co-product of customs classification and
appraisement.

If a country values imported merchandise on the basis of actual
arm's-length transaction prices, the resulting import statistics will
be realistic and useful for economic analysis. On the other hand,
if a country determines the value of imports on other bases, the
resulting statistics ury be misleading. In any event, the proper use
of import statistlics requires an awareness of the valuation system
in effect and reporting and verification procedures employed in their
collection.

In the course of international trade, goods pass from the place
of production through the port of exportation and the port of entry
to a market in the importing country. As the goods move farther
from the place of manufacture, they generally increase in value be-
cause of the accumulation of transportation and other costs. Valua-
tion standards vary as to the place at which value is to be determined.
In general, standards may be grouped into two types--those based on
the value of the merchandise at a place in the exporting country and
those based on the value of the merchandise at a place in the importing

country commonly referred to as f.o.b. and ¢.i.f, standards, respectively.
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The essential difference between the terms f.o.b. and c.i.f. is that
the latter includes freight, insurance and other charges from the port
of exportation to the port of entry. The difference might also involve
other charges if the places for determination of f.o.b. and c.i.f.
charges were other than the port of export or port of entry. Most
countries use c.i.f. standards, but the United States, Australia,
Canada, and a few other countries use f.o.b. standards,

Import statistics are needed on both c¢.i.f. and f.o.b. bases.
The United Nations requesls ils member countries to report import
data on a c¢.i.f. bacis, while the International Monetary Fund (IMF)
needs import data cn both a c,i.f. and an f.o.b. basis., For balance
of payments analysis, f.o.b, data are needed, with separate data on
freight and insurance payments, which often inure to the benefit of
a third country. The IMF summarizes its statistical needs for
balance of payments analysis as follows: Y

. + « export ani import transactions should be valued

in the balance of payments at a common boundary, pre-

ferably f.o.b. the frontier of the exporting country,

with international freight and insurance costs on mer=-

chandise shown in the freight and insurance account.
For analysis of the competitive impact of imports of a commodity on

the domestic market, c.i.f. data are preferable to f.o.b. because

they more closely approximate the value of the imported goods in that

1/ International Monetary Fund, Balance of Payments Manual, 3rd
edition, page 1k,
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market, Thus, whatever type of customs valuation system may uti-
rmately be adopted for international use, it is clear that there is
a need for import statistics on both an f.o.b. and a c¢.i.f. basis.

‘ Adoption cof one or the other type of valuation system for duty
purpcses does not preclude tle collection and compilation of import
statistics on both an f.o0.b., and & ¢.l.f. basis. For practical pur-
poses, statistics compiled under an f.o.b. standard can be converted
to ¢.i.f. by adding freight, insurance, and other charges accruing
from the port of exportation to the port of entry; statistics com-
piled under a c.i.f. standard can be converted to f.o.b. by subtract-
ing such charges. Such conversions for broad groups of imports
are currently bteing dore by most countries to :ieet the needs of
the International Monetary Fund. The United States is currently
developing procedures for the collection and publication of import
valuation statistics on & broader basis that will include both f.o.b.
and c¢.i.f. import data cn a product by country basis in the deteil

of the Tariff Schedules of the United States Annotated. -
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Trends toward uniformity

In the early 1920's, the need for international standards of
customs valuation was voiced by some countries. The subject was on
the agenda of the League of Nations Economic Conferences held in Geneva
in 1927 and 1930; though the participating countries agreed on the
need for action, none resulted. After World War II, international
efforts toward the establishment of common valuation standards focused
on two major approaches. On the one hand, the Contracting Parties to the
the General Agreement on Tariffs and Trade (GATT) agreed in 1947 to
certain valuation principles to be observed by all member countries,
leaving each country rather broad discretion in the formulation
of its national valuation standards. On the other hand, by mid-1949
the European Customs Union Study Group, established in 1947, developed
a comprehensive customs valuation standard, which p&rticipating
countries agreed to incorporate into their customs laws. This stand-
ard, which is set forth in the Convention on the Valuation of Goods
for Customs Purposes and is known familiarly as the Brussels Defini-
tion, represents the first successful effort to creule an international
valuation standard.

At the present time, 26 countries, mostly European, are members of

the Convention. The valuation practices of the six original members
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of the European Community as well as Denmark, Japan, Norway, Sweden
and the United Kingdom were selected for special study in this report.
An additional 58 countries, mostly African and American, are said to
apply the Brussels Definition but are not members of the Convention.
0f the countries which do not apply the Brussels Definition, the
United States and four other countries (Australia, Brazil, Canada,
and Mexico) were also selected for special study of their valuation
practices. The following tabulation shows the percentage of free
world imports, of U.S. imports, and of U.S. exports accounted for by

each of these groups of countries in 1970.
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Free world imports and U.S. imports and exports: Percentage
‘of total attributable to countries applying the Brussels
Definit®on and to other countries, 1970

' Pree ' '
H ¢ U.S :  U.S
world e .
Groups of couttries f impores 1/ : imports : exports
3 : :
! percent : percent : percent
H $ H
84 countries applying the Brussels : H !
Definition 2/ : 64,0 ¢ 49.8 @ 53.3
H ! :
26 members of the Convention=---: 57.5 ¢ 42.9 ¢ 45,1
11 selected countrieg===-==: 49,2 ¢ 38,8 ¢ 38.3
13 other countries~====ww-- H 8.3 ¢ 4,1 6.8
58 non-members H 3/ 6.5 6.9 : 8.2
H : :
Countries not applying the Brussels : t :
Defintion : 36.0 ¢ 50,2 ¢ 46,7
H $ s
United States H 13,6 : - -
I selected countrieg==-===-c=m== : 7.9 33.9 : 29.2
All other countrieg====eme=ecee- t 14,5 ¢ 16.3 17.5

.

1/ Data exclude Communist bloc countries.

2/ As of September 1, 1972.
Data exclude Czechoslovakia and Hungary, although these countries

apply the Brussels Definition. Their imports for 1970, expressed as
a percentage of total free world imports, amounted to 1.3 and O. 9
percent, respectively.

Source: Free world imports compiled from Monthly Bulletin of
Statistics, November 1971, published by the United Nations and
Direction of Trade, Annual 1966-70, published by the International
Monetary Fund; U.S., imports and exports compiled from official
statistics of the U.S. Department of Commerce.
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General Agreement on Tariffs and Trade

Commitments of the r"ontracting parties to CGene
seneral A
Tariffs and Trade greement on

The contracting pg?ties to the General Agreement on Tariffs and
Trade agreed to certain broad valuation principles and to certain
individual elements of value which each member country undertakes to
observe in its customs laws and administration., Most of the major
trading countries of the world are contracting parties to the General
Agreement., As of January 1, 1973, 81 countries were GATT members,

one country had acceded provisionally and 15 others were applying the
GATT on a de facto basis, )

Most of the provisions relating to customs valuation are in Part
II of the agreement, which nearly all contracting parties, including
the United States, apply only provisionally. 1/ Under the provisional
commitments, each country agreed to abide by the terms of the valuation
provisions in the General Agreement to the fullest extent not inconsistent
with its existing legislation (i.e., as of October 30, 1947), Neverthe~-
less, each member is obliged not to adopt new legisiation or regulations
that would violate the GATT provisions. Moreover, the framers of the
General Agreement anticipated that the members would gradually bring
their domestic legislation into conformity with the GATT guidelines.
Fach contracting party is committed not to alter its valuation

standards in a manner that would impair any concessions granted to

;/ Part II, which contains most of the GATT trade rules, includes
articles IIT through XXIII. The pertinent articles, the protocol of
provisional application and a brief discussion of the provisional
application of the General Agreement on Tariffs and Trade by the con-
tracting parties are given in Appendix D-1.
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other contracting parties in GATT negotiations, A change in a contract~
ing party's valuation standards that would result in an inerease in

the dutiable value of articles on which it has made concessions would
cohtravene that commitment. A conéractihg party wishing to adopt a

new customs valuation standard that would increase dutiable values may
be permitted to do so under GATT requirements if the increases are
offset by appropriate changes in the rates of duty or if new compensa-

tory concessions are granted.

GATIT valuation principles

The valuation provisions of the General Agreement are discussed

below.

Goods upon which dutiable value should be based.~~The GATT pro-

vides that the dutiable value of imported goods should be based on the
actual value, or the nearest ascerfainable equivalent, of either the
imported merchandise on which dUty:is assessed or like merchandise of
foreign origin, It should not be &ased on the value of domestic mer-
chandise nor on arbitrary or fictigyous values., The uniform use of
either the imported merchandise or iike‘foruign merchandise would

comply with the GATT provisions. 2
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Quantity.--The General Agreement provides that, to the extent the
price of merchandise is governed by the quantity in a particular trans-
action, the price to be considered in determining dutiable value should
uniformly be related to eithér comparable quantities or quantities not
less favorable to importers than-those in which the greater volume of
such merchandise is sold in the trade between the countries of export-
ation and importation.

Internal tuxes.--With regard to the treatment of internal taxes

in valuation standards, the GATT rules providé no option. The General
Agreement provides that the value for customs purposes of imported
goods should not include the amount of any internal tax levied in the
countrf of origin or exportation from which the goods concerned either
have been excepted or will be relieved,

Fully'competitive conditions,.--Under GATT provisions, the dutiable

value of imported merchandise should be based on sales or offers for
sale in the ordinary course of trade under fully competitive conditioﬁs.
Interpretative notes in Annex I of the GATT state that goods may be
regarded as not having been sold or offered for sale under fully compe-
titive conditions if the buyer and seller were not independent of each
other and price were not the sole consideration, or if the purchase
price reflected special discounts limited to exclusive agents.

Currency conversion.--Several provisions of the General Agreement

establish rules for converting currencies when determining the dutiable

value of imported goods. They are treated briefly below.
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The conversion by a contracting party of prices or values expressed
in a foreign currency to determine the dutiable value of imported goods
in terms of its own currency must be based on the par values of the
currencies involved (as established pursuant to the Articles of Agree-~
ment of the International Monetary Fund or in accordance with & special
egghggge agreement entered into pursuant to Article XV of the General
Agreement ) or on the rate of exchange recognized by the Fund. In the
absence of such established par values or rates of exchange, the con-
version rate must reflect the current value of the foreign currency in
commercial transactions. 1/

Additional provisions.~-The GATT further provides that the bases

and methods for determining dutiable value should not be subject to
frequent change; that vaeluation laws should be administered in a
uniform, impartial, and reasonable manner; that valuation laws, regu-
lations, Judicial decisions, and administrative rulings should be
published promptly in a manner that will enable interested parties to
become acquainted with them; and that independent tribunals should be
provided to review administrative actions related to customs matters.
In the principles stated above the GATT members have, in effect,
]

agreed on a number of conceptual elements of value which they deem

ought to be included in the valuation standards of the contracting

1/ Article VII:h(c) shown in Appendix D provides that the contracting
parties to the General Agreement and the International Monetary Fund
shall formulate rules governing the conversion of currencies for which
there are multiple rates of exchange. Such rules have never been estab-
lished. 1In their absence, contracting parties are permitted by the GATT
provisions to use conversion factors which reflect the value of the
currency involved in commercial transactions.
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parties. The GATT provisions, however, do not set forth the elements

of a complete valuation standard. Lacking are certain elements commonly
present in such standards which the contracting parties are left free
to define as they wish, For example, the GATT provisions do not

restrict the contracting parties in their choice of time and place.

Thus the General Agreement does not make a choice between c.i.f. and
f.0.b, valuation, Likewise, the GATT permits valuation based on the

actual quentity under appraisement or on the usual wholesale quantity.
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Convention on the Valuation of Godds for Customs Purposes
(The Brussels Definition of Value)

The Brussels Definition of Value is a single notiohal standard
which bases value on the landed cost of the goods in the country of
importation and is applied to all imported merchandise. vIt 1shhsed
by a substantial number of nations some of which are formally committed
as signatories to the Convention to carry out its requirements, but
the majority of which are not so committed.

The European Customs Union Study Group undertook to draft a
model valuation standard. This task was undertaken simultaneously
with various other projJects necessary for the establishment of a
European customs union. As a point of departure, the participants
built on the valuation provisions of The Havana Charter for an
International Trade Organization (Article 35) and agreed to observe
the pr&visions of the General Agreement on Tariffs and Trade
relating to customs valuation, which had just been formulated. To
guide its work, the Study Group formulated nine principles, as
follows: 1/

I. Dutiable value should be based on equitable and
simple principles which do not cut across
commercial practice.

II. The concept of dutiable.value should be readily
comprehensible to the importer as well as to

the Customs.

I11. -The system of valuation should not prevent the
quick clearance of goods.

1/ Customs Cooperation Council, Explanatory Notes, p. 12.
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IV. The system of valuation should enable traders to
estimate, in advance, with a reasonable degree
of certainty, the value for customs purposes,

V. The system of valuation should protect the honest
importer against unfair competition arising from
undervaluation, fraudulent or otherwise,

VI. When the Customs consider that the declared value
may be incorrect, the verification of essential
facts for the determination of dutiable value
should be speedy and accurate,

VII. Valuation should be based to the greatest possible
degree on commercial documents,

VIII. The system of valuation should reduce formalities
to a minimum,

IX, The procedure for dealing with lawsuits between
importers and the Customs should be simple,
speedy, equitable and impartial.

The Study Group completed the draft of a valuation standard for
use by the projected customs union in mid-1949, The distinguishing
feature of the new standard, the notional concept of value--"the
price which the goods would fetch'--was modeled after the valuation
law which had been in effect in the United Kingdom since 1935,

The new standard, which later became known as the Brussels Definition
of Value, was incorporated in the Convention on the Valuation of Goods
for Customs Purposes. The Valuation Convention was one of three
related international agreements--all signed on December 15, 1950, in
Brussels. The others were a Convention on Nomenclature for the

Classification of Goods in Customs Tariffs (the Brussels Nomenclature)

and a Convention Establishing a Customs Cooperation Council. As of
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August 1972, 67 countries, including the United States, 1/ were
members of the Council, which supervises the use of the Brussels
Definition of Value and the Brussels Nomenclature. No country can
accede to either the Valuation or Nomenclature Convention until it
has joined the Council.

In accordance with its terms, the Brussels Valuation Convention
came into force on July 28, 1953, after ratification by seven members
of the Council., As of Sepenler 1972, the following 26 countries,
including most of Western Europe, were Contracting Parties to the

valuation convention:

Austria Treland - Pakistan

Belgium Italy Portugal

Lenmark Ivory Coast Rwanda

Finland Japan Spain

France Kenya Sweden

Germany (Federal Korea (Republic of) Tunisia
Republic of) Luxembourg Turkey

SGreece fietherlands United Kingdom

Haind lorway Yugoslavia

An additisna) S8 countries, as listel telow, at least nominally
applied the Brussels Definition of Value as of leptember 1972, without
being members of the Valuation onvention., Those marked with an

asterisk are, however, members of the Council.

1/ The United States joined the Council in 1970.
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Africa
Algeria¥ Madagascar¥
Burundi* Malawi*
Cameroon¥ Morocco¥*
Central African Republic Nigeria*
Chad Portugese overse 8 provinces
Comoro Archipelago Sierra Leone
Congo (Brazzaville) Somali
Zaire Spanish provinces
Equatorial Guinea Sudan¥*
Gabon* Tanzania¥
Gambia Uganda*
Ghana* Unfted Arab Republic*
Liberia Upper Volta*
Americas
Antigua Dominica Montserrat
Argentinak Ecuador Peru®
Barbados Grenada St. Kitts-Nevis Anguilla
Chile* Guvana St. Lucia
Colombia Honduras (Br.) St. Vincent
Cuba Jamaica* . Surinam
Trinidad and Tobago
Asia
Israel* Malaysia* Timor
Laos Singapore Yemen
Australasia
Fiji
Europe
Czechoslovakia* fceland*
Cyprus* Malta¥
Hungary* ‘ Monaco

Those countries which reportedly apply the Brussels Definlition
but are not members of the Valuation Convention include many of the
countries of Africa and South America plus a few Asian and European

countries. The use of minimum and arbitrary values by some of these

CTEE 7N TR R }
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countries would preclude membership in the Brussels Valuation
Convention until such practices were discontinued. Member and non-
member countries applying the Brussels Definition of Vaulue as of
September 1972, accounted for 6h percent of free world imports in

1970, whereas member countries alone accounted for 57 percent,

Obligations of the member nations

Each member nation is obliged to incorporate the text of the
Brussels Definition in its national tariff laws., It mav adapt the
text, for instance, by inserting therein provisions ot the Interpreta-
tive Notes or by giving the text such legal form as may be essential
to render it operative in its domestic law by adding complementary
provisions clarifying the purport of the Definition, Further, each
member nation is required, in applying the Definition, to conform with
the Interpretative Notes, Together the texts of the Brussels Definition
and the Interpretative Notes constitute the valuation principles that
the contracting parties are obligated to observe. 1/

As provided by the Convention, the Valuation Committee of the
Customs Cocperation Council prepared an extensive series of Explana-
tory Notes for use as a gulde to the application of the Brussels
Definition of Value. 2/ The Notes explain the theory and practice of

valuation under the Definition, both in general terms and with regard

1/ The Brussels Definition and Interpretative Notes are shown in
Appendix D2.

2/ The Explanatory Notes were published as complete volumes in 1960
and again in 1971, the latter being in looseleaf form to lecilitate
insertion of changes agreed upon by the member countries. Through the
years the members have alsc made changes in the Definition and in the

- Inverpretative Notes,
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to common specific problems.

On its own initiative or on request, the Valuation Committee
advises member countries on matters concerning the valuation of goods
for customs purposes. 1/ The Committee issues a series of Recommenda-
tions, Opinions, Notes, and Studies, related to specific problems

raised by member countries.

Principal features of the Brussels Definition of Value

The Brussels Definition provides, without exception, that the
customs value of imported goods shall be their "normal price", i.e.,
the price the goods would fetch, delivered to the buyer at the place
of importation, at the time the import duty becomes payable, 2/ on a
sale in the open narket between a buyer and a seller independent
of each other, The seller 18 assumed to bear all expenses incidental
to the delivery of the goods to the port of importation (except
recoverable duries and taxes, e.g., drawbacks, applicable in the country
of exportation), If the normal price depends on the quantity sold,
the quantity to be considered is assumed to be the same as that in the

shipment being valued.

1/ Article VI(d) of the Valuation Convention.

2/ The phrase "at the time when the duty becomes pavable", in para-
graph (1) of Article I of the Brussels Definition, 1s ambiguous. In-
terpretative Note 1, instead of clarifying the ambiguity, orovides
that the time referred to 'shall be determined in accordance with the
legislation of each countrv and may be, for example, the time at which
the goods declaration for home use is duly lodged or registered, the
time of payment of customs duty or the time of release of the goods."
This latitude of choice could make substantial differences in the
dutiable value of goods. It could, for example, permit the costs of
transportation and warehousing in the importing countrv to be included

in the dutiable value of imported goods.
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The Brussels Definition thus establishes a standard based on value
at the place of importation. It establishes a notional concept of
valuation--1i,e., tﬁe value to be determined is the price the goods
would command i{f sold in accordance with specified terms., It is a

single standard, applicable to all goods irrespective of whether the

articles are obtained under a transaction in the open market between

a buyer and a seller independent of each other and regardless of the
terms of the contract, sale, or arrangement. In every instance, it is
fntended that the dutiable value shall correspond to the price for the
imported merchandise being valued at the place of importation, before
payment of duty, at which a seller would be freely willing to sell and
a buyer freely willing to buy,

Guidelines for administration.--Like most valuation standards,

the Brussels Definition must be administered principally on the basis
of information respecting the shipment involved and related commercial
transactions and conditions. To this end, the architects of the
Brussels Definition suggest a variety of methods by which the notional
value may be determined or constructed. Apart from certain specific
recommendations, these methods are proposed as acceptable, but not
mandatory, valuation techniques.

The actual transaction price is recommended for acceptance as a
valid base for the determination of the customs value of the goods being
entered. To be accepted without adjustment, it must be equivalent to

an open market competitive price and the circumstances of the sale must
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conform with the elements of the Brussels Definition as construed in
the Interpretative Notes.

If certain circumstances of the sale do not accord with the elements
of the Brussels Definition, the transaction price is adjusted to account
for the differences. For example, various costs to the importer asso-
ciated with delivery to the place of importation are added if not
included in the transaction price. These costs might include freight,
insurance, buying and selling commissions, brokerage fees, packing
costs, loading and unloading charges, and certain foreign taxes, Ad-
Justments to the commercial invoice price for a difference in time may
irclude interest costs or their equivalent on extended prepaid orders
or an adjustment for a significant change in price between the time of
the purchase axd the time of importation. Information on which adJjust=~
ments of this nature may be based is generally available to the customs
from commercial documents of other import transactions.

A more complicated type of adjustment of the Fransaction
price may be used for importations by selected purchasers, sole
concessionnaires or franchise buyers or for importations where an
importer and an exporter are related. This type of adjustment to the
invoice price is popularly termed uplift. For example, if the buyer,
in consideration of his assumption of responsibility for advertising,
promoting, or servicing trade-marked items, has obtained special rebates
or reductions in price which are not freely or generally available
to all buyers, the price may be adjusted upward to the level at which

the goods would be generally available to all buyers by disallowing
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any discounts for services which benefit the exporter., Likewise 1if
the buyer makes royalty payments in addition to the purchase price,
the purchase price is adjusted upward to include such royalties.

If the transaction or purchase price is suspect because the sale is
between related parties, the customs officer may make an upward
adjustment in the declared price to the level that would prevail in
the open market between a buyer and a seller independent of each
other, Methods for determining the amount of such uplifts are discussed
in the following section on customs practices, The adjusted or
unadjusted price is used as the basis for valuation of the vast
majority of entries (estimated at about 99%) in countries which are
members of the Valuation Convention. Only in rare cases are other
valuation bases used. 1/

If the ugse of the transaction price, adjusted or unadjusted,
is not an appropriate base for determining dutiable value, as in
consignment shipments, for example, the primary base used is actual
or expecéed-realization--the price at which the imported article is
sold or is expected to be sold in the importing country, adjusted to
a landed cost equivalent. 2/ This procedure is somewhat similar
to that which is employed in the United States value standard. When
this procedure is not appropriate, dutiable value may be based on prices

of comparable imported goods. 3/ Under rare circumstances, customs

1/ See Explanatory Notes, 1971 edition, pp. 19, 20, 73, and 108,
2/ Op. cit., pp. 20, 75, 79, and 82,
3/ Op. cit., pp. 75, 78, 80, and 84,
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officials may resort to the cost of production of the imported goods,
or to valuation by expert appraisal. 1/ In the case of some leased
goods the most appropriate technique may be the anticipated rental

charges during their expected life. 2/

1/ Op. cit., p. 84,
2/ Op. cit., p. 81.



48

Customs practices and appeals procedurés

In any system of customs valuatich used by a number éf”%ationa,
differences in statutes and their application are bound to exist. An
international agreement such as the Brussels Convention on Valuation
could be negotiated only by reserving to each nation the right to
determine the details of statutory language and administration,
Nevertheless, the individual statutes of the 26 members of the
Valuation Convention are believed not to differ significantly among
themselves, and the members have achieved progressively greater
uniformity in administration as differences have come to light and as
procedures to minimize differences have been developed. The valuatioh
statites and administrative practices o6f the 58 non-member countries
purportedly applying the Definition differ to a greater extent than
those of the member cothtries.

In discussing the customs practices of the Brussels coutitries,
certain generalizations will be made that may be more applicable to
members than to non-members, Then, the specific valuation practices
of the Common Market countries, of other member countries, and of
noh-member countries applying the Brussels Definition will be
considered.

Transaction price major base for valuation.--The actual

transaction price, usually represented by the commercial invoice,
is the major base for valuation under the Brussels Definition. The
Brussels formula is drafted to conform as closely as possible to

commercial practice in open market conditions. Customs officers
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accept the actual price paid for imports as a basis for valuation 1if
that price can be considered to represent, either withoit or with

adjustment, a sale in the open market between a buyer and a seller

a4 A;' 40
independent of one another. g

Customs officials find little need to base valuation on anything
other than transaction prices and usually accept available commercial
documents for nuch adjustmefits as may be necessary with respect to
time and place. The definition does not prescribe a standard quantity
to be valued or a standard transaction level. The imported merchandise
itself is valued in the quantity purchased and at the level of the
actual import transaction, despite the fact that identical goods may
have been sold at different prices to other importers buying in
different quantities or at different levels.

The Définition specifies the price at the time the duty becomes
payable. The Interpretative and Explanatory Notes make it clear
tﬁat the actual price paid usually constitutes an accur&te basis for
valuationn, In practice, customs authorities accept this price
provided thére is timely delivery in due course of trade and there
has béen no abnormal fluctuation between the price actually paid and
the price at the time the duty becomes payable.

Any necessary adjusgments to the transaction price to conform
with the port or other place of introduction into the country of
importation are usually'simple. Allocation of freight charges in
mixed cargoes with a flat rate poses a problem, but most cargo is

shipped at known commodity rates, depending oh type of carrier.
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Air freight, for example, though it may be higher than surface
transport, is included in customs value if the value of the merchan-
dise is enhanced by air shipment. All countries exclude, as best they
can, that portion of the air, land, or waterway freight which repre-
sents the cost of transportation within the territory of the country
of importation.

froblems common to any valuation system based upon open market
transactions confront customs officials in placing a value on imports
not freely offered to all buyers and transactions between related
parties. Nevertheless, the techniques used under the Brussels
Definition enable customs authorities to use transaction prices,
either with or without adjustments, for most importations of this
nature. As previously indicated, the customs officer may make
upward adjustments for services, such as advertising or repsirs
made under a warranty, performed by a selected purchaser for the
benefit of the exporf;r.

If a transaction between related parties is suspect, customs
officials usually use what is popularly described as the subtractive
or deductive method of looking to the expected realization from
sales in the market of the importing country, less duty, value added
by further processing, marketing costs, and profits, to determine if
the invoice price may reasonably be accepted as a basis for valuation.
If this method indicates the invoice price is too low, a compensating
adjustment or uplift may be applied to make it acceptable. Thg

value of comparable goods may also be used to determine whether an

uplift should be applied to a price between related parties.
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Customs officidls seldom use expected realization or prices of
comparable goods except as benchmarks to test the authenticity of
the invoice price, so that the reasons for any differences can be
identified and'appropriate adjustments applied.

Consultation.-~Most countries using the Brussels Definition
encourage consultation between importers and customs officials to
resolve disagreements., Both sides have an interest in timely
liquidation of entries; both are interested in finding a practical
solution with a minimum of formality; and neither customs officials
nor importers are anxious to go to court, In contrast to the United
States, the laws in many of the member countries of the Brussels
Valuation Convention provide no "presumption of correctness' on
the part of the customs. In many of these countries, the loser may
be ordered to pay court costs and the fees of the opposing attorneys.
Consequently, both sides prefer to arrive at a settlement without
recourse to the courts. Consultation enables importers and customs
to reach a common undertstanding 6f the facts of the case and sometimes
to arrive at a mutually acceptable compromise. Consultation’ most
frequently concerns the problem of uplift.

For instance, a selected purchaser importing foreign trademark
goods may object to a proposed uplift for advertising expenses which
customs officers claim are for the benefit of the exporter. Consulta-
tion may show that the advertising is in the importer's name as well
as that of the foreign trademark holder, and customs may agree to cut
the proposed uplift in half.

i
!
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As another example, a company importing from a foreign affiliate
may object to a proposed uplift based on expected realization.
Consultation may develop information indicating that marketing costs
were higher than customs had allowed in its calculations and that
the proposed uplift should therefore be reduced.

In practice, most uplifts are calculated for specific products
of specific importers. Once calculated, they are then automatically
applied to subsequent importations of that product by that importer
until either the customs or the importer seeks a change through
further consultation. This procedure, once established, facilitates
the timely liquidation of most entries to the apparent general
satisfaction of both the customs service and importers. Most entries
are liquidated in less than two days and, in some countries, within
a few hours.

The process of arriving at timely and mutually agreeable solutions
to valuation problems through consultation requires that customs
officers be highly competent, that they have a thorough knowledge
of the Brussels Definition and its supporting documents, and that, in
addition, they be allowed some latitude for compromise solutions with
appropriate safeguards against corruption. Most countries give
importers the right to go to higher administrative authority, and in
some countries modifications of valuation decisions may be made only
by higher authority. Consultations between importers and customs
officials result in timely and practical solutions to many but not

all valuation problems. Two avenues remain for settlement of unresolved
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problems: (1) the Customs Cooperation Council and its Valuation
Committee and, (2) the courts.

Customs Cooperation Council and its Valuation Committee.-~New

valuation problems are continually arising in the course of inter-
national trade. The increasing proportion of trade by multinational
firms and the increasing use of containerized shipping and computerized
accounting present new valuation problams. The Customs Cooperation
Council and its Valuation Committee provide a continuing forum for
discussion and recommendations on appropriate methods of handling new
valuation problems and disputes on an abstract basis., 0Only govern-
ments are represented on the Council and on its Valuation Committee,
but importers, exporters, and producers concerned with valuation
problems have access to the Council through the representatives of
their government,

The Valuation Committee of the Customs Cooperation Council

meets three times a year and is assigned the following tasks: 1/

To collate and circulate to the member nations information
concerning the valuation of goods for customs purposes by
each of them;

To study the domestic laws, procedures, and practices of

the member nations, and to make recommendations to the
Council or the member nations designed to secure uniformity
of interpretation and application of the Brussels Definition
and standardization of procedures and practices;

To prepare explanatory notes as a guide to the application
of the Definition;

1/ Customs Cooperation Council, The Brussels Definition of Value
for Customs Purposes, pp. 21-22,
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On its own initiative or on request, to furnish to member
nations information or advice on any matters concerning
the valuation of goods for customs purposes;

To submit to the Council proposals for any amendment of the
present Convention which it may consider desirable;

To exercise such other powers and functions of the Council
in relation to the valuation of goods for customs purposes
as the Council may delegate to {it.

Under the Convention, menber nations having disputes regarding
the interpretation and application of the Brussels Definition are
directed to dttempt to settle them first by negotiation, Failing
that, the Valuation Committee wlll consider the dispute and make
recommendations for its settlement., If that step fails, the Customs
Cooperation Council will consider the dispute and endeavor to resolve

it; its recommendations are binding only if the countries involved

agree in advance to accept them.

urts,--Both the GATT (in Article X,3) and the Customs Cooperation
Council (in its ninth principle) indicate that governments should provide
impartial review of appraisment decisions. The GATT provision specifies
that such review should be conducted by a tribunal independent of the
agency entrusted with administration of the customs laws. The Brussels
Valuation Convention recommends but does not require that each member
country grant a right of appeal. 1/ All member countries of the

Brussels Valuation Convention, however, provide importeré the right

of appeal either to higher administrative authority or to the courts. 2/
In most countries, this appeal may be made to courts or arbitration

bodies independent of the customs administration, As previously

1/ Customs Cooperation Council, The Right of Appeal in Customs Matters,
Study No. 10, Brussels, 1966.

2/ The word “court" when used in relation to foreign countries is
intended to connote "judicial, arbitral, or administrative tribunals"
which are independent of the agency administering or enforcing the
customs laws of each country.
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indicated, the laws in many member countries ot the Brussels Valuation
Convention provide no presumption of correctness on the part of the
customs so the courts must sometimes make a Judgment as to what value
best fits the Definition. As a consequence, the courts (and independ-
ent arbitraticn bodies) sometimes arrive at a value that coincides
with the contentions of neither the customs nor the complainant. In
some countries, there is n further right of appeal from national

court decisions to the International Court in lLuxembourg. The
decision of the latter court is advisory but gererally accepted by

the national court in its final decision.

The extent of court nctivity on customs valuation varies consider-
ably from country to country, bependlng largely on the extent to which
a country facilitates compromise settlements through consultations within
the administrative hierarchy and also depending upon the degree of
jeopardy to the importer in going to court. In a number of countries,
the loser is required to pay court costs plus the expenses of the
attorneys for both sides. In some countries, the valuation case goes
tc a criminal court, where the importer is subject to a f'ine if he
loses, '

European Community.-~In 1968, the six Furopean Community countries

adorted a common regulation on the valuation of imports for customs
purpcses. ' It incorporates the Brussels Definition and harmonizes

many divergent practices which had previously cxisted in the statutes
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consultation between customs officers and importers to settle disputes
on uplifts and provides for conferences, if necessary, with the importer
at five levels within the customs hierarchy. This may be followed by
referral to an independent arbitration board before resorting to
settlement in court. As a result of the effort to reach a practical

and mutually acceptable appraisement at the administrative level,
virtually no cases have reached the courts in the United Kingdom.

A provision for advance filing of entries enables most merchandise to

be cleared within a few hours after arrival.

" The other 17‘membef countries of the Bfusaels‘Valhation Convention
are subject to the discipline of membership in the Convention but
cannot be expected to be as uniform in their application of the
Brussels Definition as will be the countries in the enlarged European
Community.

Non-members.--Among the 58 countries which purportedly apply the
Brussels Definition of Value but are not members of the Convention,
many have limited acquaintance with the Brussels Definition; many
continue to base valuation procedures as much on local administrative
practices as on the Definition and its Interpretative and Explanatory
Notes. Non-member countries using the Brussels Definition have no
obligation to seek guidance from the Valuation Committee. However,
many such countries do so and also request Council publications to

assist them in implementing the provisions of the Definition.
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and regulations of the individual member countries. 1/ Goods destined
for any member country may be entered and duty peld at any port in the
Community. Importers may pay duty in one country for subsequent ship-
ment to a second counttry or may tranship in bond thfough one country
for payment of duty in a second country. The member state of entry
retains half the revenue and the other half goes to the Community.
Beginning in 1975 all customs collections will go to the Community.
The regulation establishes a Customs Valuation Committee for the
Community to provide a continuing forum for harmonization of customs
valuation among the member states. The Community is establishing &
common training school for customs officers; it has largely harmonized
differences in the treatment of time and place. With respect to
"time", the Community regulation provides that prices actually paid
or payable may be accepted as long as the gouds are received within

their usual delivery period, which may in no evert exceed 24 months.

1/ Reproduced in Appendix D3. While the European Community applies
the Brussels Definition of Value in adminigtration of the common
customs tariff, it is not used for the import valuations required in
the determination of variable import levies imposed by the Community
on certain agricultural products. The variable import levies are a
device used to achieve minimum import prices at a level high enough
to prevent interference by imports with internal price policies for
grains, dairy products, sugar, olive oil, and certain other products.
A minimum c.1i.f, value is determined for imports of a particular
class of products and a specific levy 1s applied to make up the
difference between such minimum c.i.f. price and the minimum import
price goal for such class of products. As indicated, the c.i.f. price
for all imports is taken as the lowest offer price. Since there is
usually a range of offer prices, the use of the lowest offer results
in a higher variable levy on some shipments than would prevail if
valuation procedures strictly in accord with the Brussels Definition
were used.
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The Community countries are attempting to harmonize upliftis and,
significantlv, will attempt to harmonize court procedures, The latter
two tasks admittedly will take some time to aéhiéve.

In general, the Netherlands and Belglum have not imposed uplifts
as frequently norto the same extent as Germany, France, and Italy on
concessionaire items and transactions between related parties. This,
along with quick customs clearance, has tended to encourage entry at
the big ports in the Netherlands and Belgfum for transshipment, With
respect to uplifts for sole concessionaires or selected purchasers,
German customs officials publish and apply general uplifts on certain
commodities (seldom over 15%) based upon industry studies and place
the burden of proof upon the importer to justify a lower or no uplift;
France is in the process of adopting similar practices, Ttaly imposes
some automatic uplifts, In the Benelux countries, there are no
commodity uplifts as such, but there are uplift determinations, when
indicated, for individual products imperted by particular firms. For
some products, such as pharmaceuticals, the uplifts may be as much as
100% or more to offset nominal transfer prices. About 99 percent of
the total number of entries in the Community are liquidated on the
basis of the invoice price with or without adjustments. About
9 percent, however, are subject to uplift in order to approximate
a competitive price. Im the Netherlands, only about 1-1/2 percent
of the entries is subject to uplift, Thethmmunity hopes to

harmonize these divergent practices on uplifts among the member states.

9M-429 0 -73 -8
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Within the Community, Germany has the most court cases on valuation
with several hundred per year. Most appegls are on uplifts for sole
concessionaires. On the other hand, Belgium has virtually none. In
Belgium and France, most disputes that are not settled by consultation
within the customs hierarchy are settled by an arbitration committee
and do not reach the courts. In France, an appeal from the arbitration
committee would go to the criminal courts, so that importers tend to
accept decisions below the court level. 1In the Netherlands there is
no significant expense in going to court. In Germany the loser, be
it the government or the importaer, has to pay court costs.

Other member countries.--The United Kingdom, Denmark, and

Ireland Joined the European Community effective January 1, 1973,
Accession involves acceptance of the Community's common customs
valuation regulations outlined above. These three countries were
already members of the Brussels Valuation Convention and their
acccptance of the Community regulation is not expected to involve
significant change in their requirements fur customs valuation.

The United Kingdom has attempted to value as closely as possible
to commercial practice. A recent U.K. study indicated that about
99.9 percent of the total number of entries were cleared on the
basis of actual transaction prices, either with or without adjustments,
About 13 percent of the entries involved uplifts for selected

purchasers or related parties., The United Kingdom emphasizes
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These 58 countries, which accounted for less than 7 percent of
world trade in 1970, in general, accept the actual transaction price :
adjusted to a c¢.i.f, basis as the dutiable value unless there is doubﬁ
as to its representing a competitive sale. There are, however, notab1§~
exceptions, Thailand, for instance, bases dutiable value on the
wholesale cash price for which goods of like kind and quantity are
sold or could be sold, at the time and place of importation, without
trade discount. Morocco defines value for duty purposes as what would
be the "cash and wholesale value" of the goods deliQeted to the port
of ent?y. Peru determines its c.i.f. dutiable value by taking 120 per~
cent of the f.o.b. price, port of embarkation,

In addition to their use of the Brussels Definition, a number of
these 58 countries apply supplemental valuation practices to certain
articles. In Colombia, for instance, the dutiable value of imported
articles similar to domestically produced goods may be set at a level
not less than the average factory price of the domestic goods.
Singapore is a free port for most goods; of the duties levied, however,
about two-fifths are ad valorem based on the Singapore "customs open
market value". Argentina, Colombia, Ecuador, and Peru may use
promulgated minimum prices when the actual transaction price appears
to be questionably low. The Central African Republic and Chad both

establish official prices on certain specified articles.
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It is common practice among these 58 countries to apply uplift
to dutiable value when import sales are ndot at arii's length, i.e.,
when unusual discounts are granted or special relationshiés exist
between buyer and seller. Nigeria adds a 4 percent buying commission
to the f.o.b. pfice if the invoice does not clearly state that such
commission has already been included.

Appeals procedures vary from country to country. Most countries
provide for appeals either through administrative procedures and/or
through the courts. Countries in which the administrative decision

18 final and there is no recourse to the courts include Chile,

Colombia, Ecuador, Nigeria, and Peru.

Valuation Methods Employed by the United States 1/

U.S. valuation standards and order of precedence for their use

The customs valuation system established under sections 402 and
402a of the Tariff Act of 1930 consists of several primary ;tandards
with alternative subordinate standards. Although the system is basi-
cally positive in conception, certain elements in some of the standards
are of notional content. 2/ In addition, this system is buttressed by
the presumption of correctness attaching to the customs officer's value
determinations and his authority under section 500 to value goods by

all reasonable ways and means.

1/ Provisions of U.S. Customs valuation law are reproduced in Appendices
Dk, E, F, and 6. An historical perspective to U.S. customs valuatich is
presented in Appendix H.

2/ See Appendix D for notional content in U.S. standards--sections 402
(¢), (d), (e), and (g)(1) and 402a (f) and (g).
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The five standards in section 402a are the valuation standards
established by the original section 402 of the Tariff Act of 1930,
Section 2 of the Customs Simplification Act of 1956 redesignated
section 402 as section 402a of the Tariff Act of 1930 and added a new
section 402 containing four additional standards. The Admitristration
had sought legislation to substitute the new set of standards for
the original standards. However, the original standards were retained
for use in appraising those articles, khown as "final 1ist" articles, 1/
on which the dutiable values for fiscal year 1954 would have seen smaller

by 5 percent or more if appraised under the new section 402 standards.

1/ A 1list published by the Secretary ol Treasury In 1958 pursuant
to section 6(a) of the Customs Simplification Act of 1956 (Public Law
927, 84th Cong.). This list was published in T.D. 54521, which is
reprodueed in appendix E to this report. The 1956 act directed the
Secretary to list all articles for which the new standards would
result in a reduction of 5 or more percent in appraised value (based
on imports in fiscal 1954), and directed that such listed articles be
appraised under the old standards now set forth in section 402a.
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The nine standards provided by sections 402 and 402a are listed

as follows: o

Section 402 Section 402a

Foreign value
Export value Export value
United States value United States value
Constructed value Cost of production
American selling price American selling price

The standards in section 402 and those in section 402a differ

significantly by reason of definition. Standards that are identical

" or kindred in name and description differ because terms used in section

402a, which had acquired meanings through administrative and judicial
rulings, were statutorily redefined in section 402. Despite the many
variations in valuation resulting from the use of the nine standards,
however, two common characteristics prevail. The seven standards, other
than the two designated as American selling price (ASP), are based upon
the value of the goods in the country of exportation. 1/ The two
American selling price standards are based upon the selling price in the
United States of the domestic counterpart of the imported article, 2/
Within the overall U.S. valuation system, there are six different
subordinate systems for determining customs values. The article deter-
mines which subsystem will ﬁe’ﬁsed. Each subsystem consists of a primary

A
standard and two or more alternate -standards., Each of the nine individual

1/ The two U.S. value standards use the U.S. market price as the basis
for the determination of dutiable value. This price is adjusted, however,
in order to approximate value in the country of exportation,

2/ See Appendix F for articles subject to American selling price
valuation,

il
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standards is employed in more thdn one subsystem. Indeed, a given
standard may serve as a primary standard iﬁjone subsystem and an alter-
nate standard in another; moreover, a standard may serve as the first
alternate in one subsystem and the second alternate in another.

The category of articles to which each of the six subsystems applies,

and the primary and alternate standards, in order of precedence, are as

follows:
- . i Subsystems,
atandards and order
Articles of application
1. Those not on the final 1list As defined in section 402:
and not subject to ASP a. Export value *
; valuation b. United States value
¢. Constructed value
2, Those on the final 1list As defined in section 402a:
and not subject to ASP a. Foreign value or ex-
valuation port value, whichever
: is greater
b, United States value
¢. Cost of production
3. Benzenoid chemicals subject As defined in section 402:
to ASP valuation and not on a. Amesican selling price
the final list " b. United States value 1/
) ¢. Export value
d. Construeted value
4, Benzenoid chemicals subject As defined in section 402a:
to ASP valuation and on the a. American selling price
final list b, United States value 1/

c. Foreign value or. export
value, whichever is
greater

d. Cost of production

1/ 1In the case of benzenoid chemicals, if there is no similar com-
petitive article produced in the United States, headnote 4, part 1 of
schedule 4 of the Tariff Schedules of the United States requires the
use of United States value before resorting to the general use of the
regular standards of valuation,
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Subsystems,

standards and order

Articles--Cont. of application--Cont.
5. Those subject to ASP As defined in section 402:
valuation under section 336 a., American selling price
and not on the final list 1/ b. Export value

c. United States value
d. Constructed value

6. Those subject to ASP As defined in section 402a:
valuation under section 336 a. American selling price

and on the final list 2/ b, Foreign value or export
T greater
c. United States value
d. Cost of production
Under any of these subsystems, customs may use the all reasonable ways
and means authority provided by section 500, The order of precedence
for the use of these standards under the first four subsystems is shown
diagrammatically on the following page.
Nearly all merchandise entering free of duty or subject to specific
duty, and a large proportion--possibly as much as 80 percent by value--

of the merchandise subject to ad valorem or compound rates of duty, are

valued under the first subsystem listed, while most of the remainder is

“valted under the second subsystem. The final four subsystems are limited

to those few articles subject to American selling price, and account
for less than 2 percent by valuie of the total imports of merchandise

subject to ad valorem or compound rates. Among these four subsystems, the

1/ The only articles currently subject to this subsystem are certain canned
clams, ‘
2/ The only articles currently subject to this subsystem are rubber-
soled fabric-upper footwear and wool knit gloves valued at not over
$1.75 per dozen pairs. No such gloves have been imported in recent
years,
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two pertaining to benzenoid chemicals together are substantially more
important than the other two,

Although U.S. valuation standards are applicable to all impotrted
merchandise, the Bureau of Customs is mainly interested in the deter-
mination of the value of those articles which are subject to ad valorem
or compound duties, or a specific duty based on value, since the amount

~~~~~~~~~ of - the -duty-payable-on such—arttclesdepemis—on the valuation as well
as on the rate of duty. The data in the following table show that U.S.
imports subject to ad valorem and compound duties were valued at $17.7

billion in 1970, This represents 44.4 percent of all imports, which

totaled $39.8 billion in that year.

U.S. imports for consumption in 1970

Total value . Percent of total

Type of duty 1/ ;
¢ Billion

e 2o ee onfee oo

dollars
Free : 12,6 31.7
specific - haded H 905 H 2309
Compaund or ad valorem=-—-—==ew—w—w-—-- H 17.7 : 44,4
Total-- - 39.8 : 100.0

1/ Adapted from Appendix K, table 1.

Description of customs valnation.standards

{ The previous section “outlined the six subsystems used in the United

' States and noted the categories of articles to which each of the subsystems

[
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applies, This section briefly describes the nine standards defined by

gsections 402 and 402a and indicates their approximate frequency of use.
The two export value standards and the single foreign value stand-

ard entail a determination of prices in the counfry of exportation,

The export value standards specify the price of merchandise sold for

export to the Unit:d States, whereas foreign value specifies the price

of merchandise sold for domestic consumption in the country of exporta-
tion, each including the cost of packing for export. For all items on
the final list, other than those subject to American selling price, customs
must attempt to determine both export value and foreign value and, if
both are determinable, use the higher of the two as the dutiable value,
Cost of production and constructed value determine dutiable value

through building up foreign costs, whereas the two United States value
standards define dutiable value by subtracting from the U,3. selling
price of such or similar imported goods the expenses of bringing the
goods from the exporting country such as freight, insurance, U.S. duty,
the importer's expenses, and profits. The foregoing seven standards
-base dutiable value, either directly or indirectly, on prices or costs

in the exporting country and exclude any other costs entailed thereafter.
The two American selling price standards base dutiable value on the price
of like or similar’competitive domestic articles in the U.S. market.

| Abbreviated definitions for each of the nine standards are given

below, Complete statutory definitions are provided in Appendix B:

1. Export value (as defined by section 402),--The price, at the tim; -
of exportation to the United States, at which such or similar merchan-
dise, packed ready for shipment to the United States, is freely sold

or offered for sale in the usual wholesale quantities in the principal

markets of the exporting country for export to the United States.
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2., Export value (as defined by section 402a).~~The price, at the time
of exportation to the United States, at which such or similar merchan-
dise, packed ready for shipment to the United States, is freely offered
for sale to all purchasers in the usual wholesale quantities in the
principal markets of the exporting country for export to the inited
States.

3. Foreign value (as defined by section W02a}.-~The price, at the
time of exportation to the !nited States, at which such or similar
merchandise is freely offered for sale to all purchasers in the usual
wholesale quantities in thc principal markets of the exporting country
for consumption in that country, plus the cost of packing the merchan-

dise for shipment to the United States.

b, United States value (as defined by section 402),--The price, at the
time of exportation of the merchandise being valued, at which such or
similar imported merchandise, packed ready for delivery, is frecly sold
or offered for sale in the usual wholesale quantities in the principal
U.S. market for domestic consumption, less {a) the usual commission or
usual profit and general expenses, (bL) transportation, insurance, and
other necessary cxpenses from the place of shipment to the place of
delivery, and (c¢) all customs duties and other Federal ‘axes payable

by reason of importation.

5. United States value (as defined by section hn2a).--The price, at
the time of exportation of tle merchandise being valued, at which such
or similar imported merchandise, packed ready for celivery, is freely
offered For sale to all purchasers in the usual wholesale quantities
in the principal .S, market for domestic consumption, less (a) a
commission not exceeding C percent or profits not exceeding 8 percent
and general expenses not excceding 8 percent, (b) transportation,
.insurance, and other necessary expenses from the place of chipment to
the place of delivery, and (c¢) the import duty.

6. Constructed value (as defined by section 402).--The sum of (a) the
cost of producing such or similar merchandise at a time before the

date of exportation which would permit production, (b) tke usual general
expenses and profit made by producers in the exporting country on sales
of such or similar merchandise in the usual wholesale quantities for
export to the United States, and (c) the cost of packing the merchandise
for shipment to the United States,

7. Cost of production (as defined by section 402a).--The sum of (a)
the cost of producing such or similar merchandise at a time before

the date of exportation which would permit production, (b) the usual
general expenses (but not less than 10 percent of the cost of produc-
tion) and the usual profit (but not less than 8 percent of the sum of
the cost of production and the allowance for general expenses) made by
producers in the country of manufacture on sales of such or similar
merchandise, and (c) the cost of packing the merchandise for shipment
to the United States.
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8. American selling price (as defined by section h02).--The price, at
the time of exporiatica of the imported article, at which u competitive
article, produced in the United States and pucked ready for delivery,
fs freely sold or offered for sele in the usual wholesale quantities

in the principal 1.5, market for domestic consumplion, ur thne price
which the owner would have received or wus willing to receive for

such article when vold for domestic consumption in the usual wholesale
quantities,

9. American selling price {ar defined by section huea),-~The price,
at the time of exportaticn of the imported article, at which u competi-
tive article, produced in the United States and packed ready for

delivery, is freely offeyed for sale. to all purchusers—in- the-usnal - -

wholesale quantitics in tie principal .8, murket for domestic con-
sumption, or the price which the owner would have received or was
willing to receive for such merchundise when sold for domestic consurmp-
tion in the usual wholeruie quantitier,




n

Datd showing the frequency of use of each of the nine current U.S,
valuation standards are not avallable. An estimate made with respect

to imports subject to ad valorem duties in 1969 Indicates that 80 per-

cent of the value therecof was appraised under section 402 and 20 percent

under section 402a, This estimate further indicates that the two export

value standards accounted for 79 percent (74 percent under section 402

-——and ‘5-percent under secttonm 402a); constructed value and {ts counter=-

part, cost of production, 1/ 5 and 13 percent, respectively; foreign
value, 2 percent; the two United States values, less than 1 percent;

and the two American selling prices, less than 1 percent.

1/ The use of cost of production for appraisement has materially
increased during the past decade coincident with the increase in imports
of automobiles which are generally appraised on the basis of cost of
production.
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Major diffrrences between sections 102 and h02a valuation standards:

As noted earlier, four of the five valuation standards in
section 402a of the Tariff Act of 1930, as amended, are.variations of
the section 02 standards. The fifth standard in section‘hOQa, foreign
value, does not have a counterpart in section W02. The four pairs of

standards appear almost identical, but they differ significantly

given to common terns.

The two United States value standards differ in their treatment
of the améunts that may be deducted from the price of the imported
merchandis¢ in the !'nited States to allow for commissions or profits
and general expenses of the importer. Cection W02a fixes maximum
percentages for commissions (6% of the domestic selling pris«}, pro-
rits (8%), and general expenses (8%), while section L02 allows the
usual commissions cr profits and expenses without limitation. The
section L0O2 standard usually results in larger deductions and a lower
dutiable value, which more closely approximates the commercial price
of the article at its source, than the section 402a standard.

"he cost of rroduction standard differs from its counterpart,
constructed value. The former requires that minimum profits of 8 per-
cent and minimum expences of 10 percent be included in the customs
value, whereas the latter requires inclusion of the usual profit and

expenses, which may result in a lover dutiable value.

because of differences in the statutory language and in the definition :
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One of the major differences between sections 402 and ho2a hinggs
on the meaning of ; freely offered 1/ price. Four of the five stand-
ards in section L02a base value on the price at which the merchandise
is freely offered for sale to all purchasers. Three of the four
standards in section lL02 base vhlue on the price at which the merchan-
dise is freely sold or, in the absence of sales, offered for sale,
‘While theé language s similar, Lhe resully are quite gifferent,  ‘fhe —
cited language of section l02a is not defined by statute but has been
interpreted by the courts to mean the highest price that any willing
buyer will pay for the goeds in the usual wholesale quantities. The
cited language of section k02, however, is defined by statute to mean
the price at which the goods are sold or offcred either to all purchasers
at wholesale or in the ordinary course of trade Lo one or more seclected
purchasers at wholesale, provided the price fairly reflects the market
value of the merchandise. This means that customs may take as the
basis for dutiable value either the highes® price any industrial user
or reseller other than retailer (or retaller if the others do not exist)
will pay for the usual wholesale quuntities, or the price paid Yy “ne
such user or reseller, provided the price fairly reflects the market
value. A considerable portion of imports, perticularly trademarked <

articles, are made by selected purchasers, i.e., concessionaires ot

1/ Under the old valuation standards, now designated as section W02a,
the term "freely offered" included prices in actual sales as well as
unaccepted offers so long as the offers were bona fide, Under sectgon Loz,
actual sale prices take precedence over unaccepted offers so long as
they are freely made. The term is used interchangeah'- in this report
to mean "freely sold," or "freely offered" as ap: .priate.

9-4290 -7y -8
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franchised importers. Thus the selected purchaser concept considerably
increases the number of transactions which can be used as a basis for
determining dutiable value under the export value, U.S. value, and
American selling price standards in section 402 as compared with their
counterparts in section 402a. The practical effect of this change is

to increase greatly the number of entries for which export value under

“section L02 can be determined and to lessen the need for resorting to

the use of alternate standards, particularly the more difficult con-
structed value standard.

Another difference concerns the divergent meanings given to the
term "usual wholesale quantities," which is common to the two sectionms.
Under section 402a, the term has been interpreted by administrative
and judicial precedent over a long period of years to mean the quantity
in which the largest number of sales is made. In section 402, however,
"usual wholesale quantities" is defined as the quantity in which the
largest volume of goods is sold.

In brief, section 402 provides the basic U.S., standards of valu-
ationy it contains simplified sfandards made effective in 1958.

Secti&n Lo2a is A continuation, for certain articles, of the more
rigid étandards which have been in effect with minor amendments since
1930. ?t is limited in application to articles contained on the final

list, which is not subject to administrative change.

Customs practices in the United States

As an aid to appraisement, customs maintains on file price lists

obtained from domestic and foreign producers and information on prices
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of imported merchandise, brokers' or agents' fees, and insurance and
transportation charges. Much of this information is obtained from the
documentation required for entry. Further information is obtained
through direct inquiries by customs officers in the United States and
by Treasury Repregentatives and Customs attaches stationed abroad.

For administration of ASP, customs receives samples of domestic

products and reports on domestic prices from U.S. producers of
benzenoid dyes and pigments. In addition, a reservoir of tecliical
information is available through the import specialists in the
New York District, who have extensive contacts with the large foreign
trade community in the New York area and furnish advisory opinions
on request to other Customs Districts. In order to obtain uniformity
of appraisement, the necessary informationuis distributed throughout
“the Customs Service. The flow of information and of advisory opinions '
is coordinated by the Customs Information Exchange (CIE), which
circulates bulletins throughout the service in order to keep all
ports current on appraisement and classification rulings.
All merchandise imported into the United States is subject to
appraisement. In order to expedite liquidation of the large volume
of entries, customs officials apply the siandards more consistently
to those goods subject to ad valorem and compound rates of duty than
to those which enter either free or subject to”specific duties.
Approximately 55 percent of the total value of U.S. imports for .

consumption in 1970 was duty free or subject to specific rates of duty. 1/

1/ See Appendix K, table 1.
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In general, customs accepts the invoice prices for such merchandise,
with appropriate adjustments, if necessary. However, if an invoice
price is out of line with known market prices, changes are made to re-
flect the market price in accord with the best information available.
Current market prices are occasionally used for those non-ad valorem

items which are imported extensively by related firms at non-commercial

A ﬁr{ceé (5éné;a§Aéﬁd<ébffée, fb;»ei;ﬁﬁie); Thééeubégééé aééUAistriﬁ&téé_MMw
to the District Directors in order to provide the greatest possible
statistical uniformity for non-ad valorem imports, ,

For ad valorem merchandise, however, customs follows the six
appraisement subsystems previously described. The officer first deter-
mines whether the article ié on the final list so as to ascertain
whether section.-402 or L402a applies. He then determines whether the ’
article,ié'subject to appraisement under the American selling price
standard. If neither the final list nor ASP applies, export value as
defined in section 402 is the primary standard to be applied. Under
this standard customs must then determine the freely offered price for

“-;;; usual whoi;éale quagtities of such merchandise, i.e,, the high-

est price paid by any willing purchaser at wholesale, or the highest

price paid by one or more selected purchasers at wholesale, provided
the price fairly reflects market value. If the purchase price of the
imported goods is not a freely offered price, customs uses the price
of identical goods from the,same manufacturer, and if this is unavail-

able or unacceptable, the price of identical goods from another manu-~

facturer, similar goods from the same manufacturer, and similar goods
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“the freely offered price., Only when sales and offered sales of each
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from another manufacturer {all from the same exporting country as the

goods under appraisement), in the order listed, in order tn determine

of these types of merchandise to wholesalers have been exhausted with-

out producing an acceptable dutiable value does customs pass to sales

to retailers and, if it should ultimately prove necessary, to sales to =~

consumers, in order to determine the freely offered price. When sales
of each of the listed types of merchandise at each of the three trade
levels have been examined without success, the appraisement process
passes on to the first alternate standard, United States value, and,
if this in turn proves fruitless, to the second alternate standard,
constructed value.

If the imported merchandise is on the final list or is subject to
ASP, different considerations apply. For articles on the final list
and not.subject to ASP, customs must determine both export value and
foreign value, if possible, in order to select the higher of the two.
The freely offered price for all final list articles is the highest
price offered to any willing purchaser at any trade level for the usual
wholesale quantities, If the imported merchandise is subject to AS?-
valuation, customs must first determine whether the imports are iﬂdeed“
competitive with a domestic pro??ct. Benzenoid chemicals are competi-
tive if they are 1like in uée, “while footwear is competitive if it is

like in physical characteristics. If it is determined that the im-

ported goods have more than one domestic counterpart, the dutiable

1/ In practice, "like in use”, except for a few dyes, is generally
interpreted by Customs to mean identical.
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value is the freely offered price of the U.S.. producer whose price is
closest to the price of the imported produet. The ASP is usually, but
not always, the lowest U.S. price. It occasichally happens that there
are two ASP's, based on prices of two different U.S.Apfoducers, appli-
cable to imports of the same benzenoid chemical from two different
sources because the foreign producers sell at diﬁferent“prices.

In practice, the purchase price of the goods under appraisement
is used as the basis for determining the dutiable value of pefhaps 75

percent of the value of all ad valorem imports, and the cost of produc-

tion sztheuébods under<appraisgmeh§ is used for most of the rémgﬁhdeg.'l/
The price of identical 2/ or similar merchandise is used only infre-
quently as a basis for appraisement, i.e., in cases where price changes
have occurred between the time of sale and the time of exportation.
Although satisfactory identification of similar merchandise may be
difficult, provision for its use is desirable for cases where there is
no purchase price or the purchase price, for one reason or another, is
regarded as unacceptable, but where acceptable prices for similar
merchandise are readily available,

Many aspects of the U.S. valuation system are complex and burden-

some to administer. Customs officials have develosped practices which

1/ In terms of numbers of entries, the purchase price is used as a
basig for determining a still greater percent of imports. The-determina< —
tion of the cost of production of an article, once made (e.g. auto-
mobiles), is generally tised for all subsequent entries of that article
during a contract period and need not be determined for each entry.
2/ The U.S. customs makes ro distinction in order of precedence as
between the actual merchandise and identical merchandise produced by
the same manufacturer. The freely offered price closest to time of
exportation governs. Identical here refers to identical merchandise
from another manufacturer.
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facilitate the administration of these standards. For example,

determinations with respect to the elements of time, place, quantity,

and transaction level are based on the operations of individual firms.

~ Any other approach would be impossible to administer and would

preclude any extensive use of the purchase price of the goods as a
basis for appraisement.

The time element presents few administrative problems. Invoice
price differs from the value at the time of export only for the
relatively few items whose prices fluctuate widely in a short period
of time., ‘In most cases-the 'delay between the date of- the.contract. - - -
and the date of exportation .s short enough to permit only minor
price variations. In practice, the contract price is usually accepted
as the price on the date of exportation, except during periéds of
unusual pricé instability or currency fluctuations.

The dominant issue in litigation of appraisements concerns the
element of lace; specifically whether the merchandise was freely
offered ex-factory or f.o.b. port of export. Customs maintains
records of foreign magufasggrers who sell ex-factory and may have

information that a gi%éh foreign manufacturer does not freely sell or

offer to sell on’ an ex-féctory basis. These recordéiao not always

;,gqniirmfthe claim, frequently made by importers, that the merchandise .

was offered ex-factory and that the terms of'the contract with the

exporter so specified. Charges such as inland freight to the port of
export may thus become subject to duty. A related but separate issue

concerns the inclusion of any intermediary agent's commission in the
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dutiable vaidé.r Iﬁpofférs ﬁé& claimniﬁdt these‘commiésioné ;fé buying
commissions, but customs frequently determines that they are actually
selling cé&missions which the importer must pay in order to purchase
the goods. These issues are especially important in U.S.-trade with-
the Orient where prices are increasingly quoted on an ex-factory basis
and, because of the language barrier, intermediary agents are often
employed by the exporter. .
The elements of quantity and transaction level are encountered
in the administration of "usual wholesale quantities." Customs is
. required.to. determine-the price-at which-the merchandise is freely
offered to all purchasers in the usual wholesale quantities. If the
importer is a retailer, or if the quantity is less than the usual
wholesale quantity, customs will ascertain the price applicable to
the usual wholesale quantities and appraise on that basis whenever the
duty is ma;éfially affected., However, customs can accept the actual
quantity of the entry in most cases since the "usual wholesale quan-
tities" is determined with respect to the exports of a particular firm.
The element of competitive conditions is reflected in U.S. valua-
tion standards in the requirement for a freely offered price. Ad-

ministration of non-arm's-length transactions poses a serious problem

for customs because of the growing importance of multinational firms
in international trade. In some cases neither export value nor U.S.
value can be used because a freely offered price does not exist. To
‘arrive at duﬁiable value in this situation, customs usually resorts to

constructed value or cost of production. Occasionally customs may have .

3
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to use notional authority such as is provided by sections 402(g)(1)
and 500 in appraising customs values under the latter standards, or

the notional authority in sections 402(e) and 402a(g) in appraising

-“-upnder the American selling price standdrds.

The time required for appraisement may vary. Importers usually
know the customs value before filing formal entry papers, and a
pre-entry review procedure allows them to receive notification, within
two days after }iling, of any chdnges made duriﬁg a4 preliminary review.
Approximately 90 percent of all entries pass through this preliminary
“teview with no chdfige., “Formal notice of liquidation usually takes
6 to 8 weeks, bu; problem entries, including those involving possible

fraud or penalty actions, may take several years.

Appeals procedures

Protests of appraisement are to~bé filed with the Customs Distriet
Director or Port Director witﬁin 90 days of the date of notice of
liquidation or reliquidation. 1/ The District Director is required to
~ review and act on a protest within two‘;ears from the date the protest
was filed. Requests may be made for an accelerated dispoaiﬁion of a
protest when the District Director has not reviewed the protest and
acted thereon within 90 days. His failure to act within 30 days after
receipt of such a request is deemed to be a denial of the. protest.

Prior to the Customs Court Act of 1970, most protests to Customs

officials on appraisement resulted in no changes o6ther than correctiofis

1/ Statutory provision for protest of an appraisement to the Bureau of
Customs is found in sections 514, 515, and 516 of the Tariff Act of
1930, as amended. See Appendix G.
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of clerical errors. Review on a higher level by Customs officials who

did not participate directly in the decision which is the subject of

~ the protest may be sought by the protesting party in lieu of review by

the District Director, provided the issue is (I) an alleged failure to
follow a published Customs ruling, (2) a question of law or fact which
has not been ruled upon by the Commissioner of Customs or the courts,
or (3) a matter previously ruled upon but involving new facts not
considered in connection with the previous ruling. The importer may
bring a civil action in the United States Customs Court to contest the
denial of any protest. Appeals from decisions of the Customs Court
may be made to the U.S. Court of Customs and Patent Appeals (C.C.P.A.)
in cases involving questions of law. If the C.C.P.A. rules against
the importer, he may petition the Supreme Court of the United States

-

for a review by a writ of certiorari.

During fiscal year ending June 1972, the customs courts decided
41 valuation issues affecting hundreds of shipments. The results of
the rulings during that period were 32 issues won by the government
involving $3.6 million in contested duties and 9 issues won by import-

ers involving $0.3 million in contested duties. The reported amounts

‘of contested duties involved in these issues included the amounts on

hundreds of shipments wherein civil action had been filed with the

court but court action had been held in suspension pending a decision

~on an identical-issue. The»decisioﬁé involved 2k-issues before a single

. "

‘Customs Court Judge, 12 issues before an appellate panel of three Customs

Court Jjudges, and 5 cases before the Court of Customs and Patent Appeals.

Y
Y
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Much appraisement litiéation concerns the "éx4féétdi& - f.o.b.
port of export" issue discussed in the prior section. A large portion

of the remaining litigation concerns constructed value and cost of

" production- determinations made by Customs in appraiséing goods sold

between reldated parties.

U.S. manufacturers, producers, and wholesalers may also petition
the Commissioner of Customs for a review of the customs appraisement
of a particular imported article like that sold by the petitioner.

1f- the petitioner is dissatisfied with the Commissioner's decision,

he may cotitest the appraisemesit ih the customs courts. Such cases

are rare.

Constitutional requirements for valuation standards

A legislative history of the various U.S. valuation standards

" ghows that standards which include freight and insurance in dutiable

¢.i.f, value have had doubt cast upon their constitutional validity

——

i . 3
in congressional debates and reports. The doubt was premised on the

beliefsthat there was a lack of‘uniformity or the possibility of

preferential treatment. It seems appropriate, therefore, to include

in the report a brief comment on the judical precedents on the subject.
The doubt has been based on two constitutional provisions in Article I,
congisting of section 8, clause 1, and section 9, clause 6, which

read, respectively:
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The Congress shall have power to lay and collect

taxes, duties, imposts, and excises, to pay the

debts and provide for the common defense and general
welfare of the United States; but all duties, imposts,

and excises shall be uniform throughout the United States.

No preference shall be given by an regulation of
commerce or revenue to the ports of one state over
. those of another * * *,

——

The underscored provisions are relevant to fhe subject of discussion.
There appears to be no ihterpretatﬁyg‘judicial precedent on
 these provisions Based on duties pe: se. However, the requirement of

uniformity has been examined with reference to other taxes and the
wpr;hcibiééwgf‘fﬁé decisié&a”might apply equaily to duties. The
United States Supreme Court has held that the uniformity required by
the Constitution for excise taxes is geographical unifbrmit&,
not uniformity of intrinsic equality and operation. 1/ By geographical
uniformity is meant the laying of the same amount of tax on the same
'artiélesin each state, not uniformity in the sense of the collection
' of the same amount of tax from each state. Thus, a tax may operate_
unequally by reason of the unequal distribution or existence of the
article among the respective states. It seems, however, that this
interpretation does not answer the question of the constitutionality
of unequal customs valuation for duty'purpoées in different states

(which would be the case under a c.i.f. scheme) as opposed to uthequal

A

distribution of the article in different states.

1/ Knowlton v. Moore, 178 U.S. 41 (1927).
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X
An f,o.b, customs valuation scheme may also result in uhequal

valuation., Identical goods entering the United States from different

- points of'origintmay:be;valuediuneqﬁally because of Eheir‘ﬂfffareﬁt‘ :
séufces. Any inequity, however, would result from the differences
associated with the sources of fhe goods since the valuation of identical
goods from the same séurce would be uniform throughEUt the United
States regardless of which port the goods entered. On a c.i.f. basis,
however, identical goods gfqm the same source could be valued differently,
deéeﬁding dpon the location of the U.S. port of entry. F.o.b. valuation,
therefore, does not favor one state over another or one port over

_ another, since, whatever the valuation may be, it is assessed uniformly
throughout the United States. C.i.f. valuation of identical goods from
the same source--because it may differ depending upon the U.S. port of -
entry;-can result in unequal valuation among different staées or the

ports of the same states.

'
Although the Supreme Court has n®ver addressed itself directly
to this customs valuation issue, some lower courts have applied the
‘Knowlton concept of geographical uniformity to encompass the same
 tax rate levied on a changing tax base. 1/ The Supreme é;;rt has also
interpreted the uniformity clause to require only that "the law shall
be uniform in the sense that by its provisions the rulé of liability

shall be the same in all parts of the United States." 2/ Although this

1/ Standard 011 Co. v. McLaughiin, 67 F.2d 111 (1933); Miniature
Vehicle Lending Corp. v. U.S., 266 F. Supp. 697 (1967).
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last%étéﬁéhehirmﬁatvba conaidered>obi£etAdictuﬁ,rlowef couits'hi;e
used the principle when interpreting the uniformity clause. 1/

As to the preference clause, the Supreme Court has he;d‘ghat a
pfefer;;ce‘reaﬁltiﬁg ffoﬁ éeégraphy, 80 long as it is reasonable,
is not a preference given to the ports of one state over those of

another. 2/

1/ Heitsch v. Kavanaugh, 200 F.2d 178 (1952), cert den. 345 U.S.

939 (1952).
2/ Alabama Great Southern R. Co. v. U.S., 340 U.S. 216 (1950).
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“~Valuation Methods of Other Countries

Countries which did not apply the Brussels Definition in

-~ September 1972, accounted for 36 perceint of free world importsin -

1970, were the source of 50 percent of U.S. imports, and were the
market for U7 percent of U.S. exports. The valuation methods of
four of these non-Brussels countries, are given special study in
the following pages--Australia, Brazil, Canada, and Mexico--as is
the valuation system of Japan, prior to that couptry's adoption of
tﬁe B;ussel; ﬁefinition of Value in September 1972.

Australia and Canada generally base dutiable value on domestic
prices in the country of exportation, Brazil fixes dutiable value
at the port of 1mportation,‘and‘Méxicq uses official‘p:iceg
establishe& by the government. Many of the remaining non-Brussels
countries,}whdch account for a significant share of world imports,
value imports on a c.i.f. basis, using a normal price concept
comparable to that of the Brussels Definition. Notable exceptions
are: Hong Kong, which for most articles is a free port; Taiwan,
which uses the wholesale price of the goods at the port of
importation less the import duty and an allowance of 1& percent for

¢osts and profit, or, as an alternative, the true c.i.f. price plus

20 percent; New Zealand, which, like Australia and Canada, bases
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dutiable value on domestic prices in the exportipg country; and Switzer-
land and Venezuela, 1/ which have tariff schedules consisting chiefly

or entirely of specific rates; and South Africa, which uses a notional
f.o.b. value,

Australia 2/

Australia values imports for duty purposes f.o.b, port of export,
Dutiable value is defined as the actual money price paid by the Austra-
lian 1mpptte;; or tge_"curreﬁt domestic value' of thé goods, whiche?er
15 higher, plus all charges payable for placing-the goods free on board
at the port of export, The actual money price is adjusted to disallow
any discount or other deduction allowed to the Australian importer
which would not ordinarily have been allowed to every other purchaser
on the date of exportatish of an equal quantity of identical goods.

The current domestic value of the goods means the amount for which the
seller of the goods to the-purchaser in Australia sells or is prepared
to sell for cash on the date of exportation the same quantity of
identical goods to any and every purchaser in the country of export

for consumption in that country. Thus Australia bases dutiable value
on the higher .of (1) the actual f.o.b. transaction price a&justed to
disallow any special discount, or (2) the valiue on the date of exporta-
tion of the same quantity of identical goods sold for domestic consump-

tion in the country of export plus all charges necessary for placing

Venezuela is expected to change over to an ad valorem tariff In

v
1973. *
2

See appendix D9 for the“text of the Australian valuation provisions.

1
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the goods free on board at the port of export. The alternate to actual

whﬂw§;i;éA“Qfghﬁérd";sé&fﬁyufﬁ;lﬁ&iié&Aéé;;és Qnder section 402a, Most
Abstralian imports are val&ed on the basis of current domestic value,
Whenever the dugiable value is difficult to determihe, because the
~ goods are not sold for consumption in the exporting country, or are sold
oﬁ1y to exclusive agents; or are imported under any other untisual con-
ditions, the Minister for-Customs and Excise may determine the dutiable
“value at his discretion. Customs 6fficials attempt to use this authority
in an equitable way, detérminihg ditiable value, after discussions with
interested parties, on whatever basis 1s available and reasonable, Examples
of the types of goods which may be vglpeg under this provision are works
of art, computers, automdotive or electrOhié parts, leased goods, and
intermediate chemicals for captive use, Works of art may ﬁe valued by
expert appraisal. Other products may be valued at cost of production
plus an allowance for selling costs and profit. If the exporter agrees
that the value so established is the current domestic value, entry is
' made under the usual valuation provisions, as Customs prefers to use
the Minister's discretionary authority only when its use is unavoidable,
The Customs Tariff provides "support values" for certain specified
,_wproductsAmadeinJAustraliar-4If»the landed, -duty-paid cost 6f an im<
- ported product is less than the suppoft value established for that
product, the importer must pay, in addition to the regular import duty,
an édditional duty équal to 90 percent of the difference between the

landed, duty paid cost and the support value.  Support values have

M-4200-13-7

transaction value, the current dONEStic‘Valueg 1‘3 é'inlil&t‘ to the foreigt} o
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" been fixed for a number of chemical products, including synthetic

\ ; . ow
gresing, synthetic rubber, ethylene glycol, and triethanclamine. Prod~ *

-~ ucts-covered by support-values-account for only a small-proportion-of

all Australian imports.

Whenever the Collector doubts the accuracy of the declared value

_of dutiable goods, he may detain the goods and assess their value on

whatever basis he deems appropriate. If the importer objects to thel

appraised value, he may request expert appraisal; but if he then

refuses to pay the duty based on the value as assegsgd‘py the Collector

or ascertained by expert appraisal, his goods may be sold by the Col-
lector.

In cases where expert appraisal is not requested and a dispute
arises as to the amount or rate of duty payable which cannét be recon-
ciled by consultation with the Regional Customs Administration, the

importer may make an administrative appeal toéthe Minister for Customs

—————— \

iand Excise or he Pay pay the duty under protest and take subsequent

1o A
i

legal action. He/may begin legal action, however, only if he paid

\

under protest and onlj‘within six months after payment of duty. In
§ each side bears its own costs; in court pro-

administrative appeal

ceedings, however, the.unsuccessful litigant may be ordered to pay all

costs.

In order to prevent undervalﬁation of goods sﬁbject to ad valorem

duties, Australian law provides that the customs, at any time before
sale and delivery to a person who purchased and took delivery in good

faith and without any knowledge of the entry, may purchase any imported
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.goéds for the ;eclared value piué 10°percent. It is believed that
there are few.if any occasions when this featurerof thgvAgstraliap
Law has been invoked. S
There have been complaints by‘GATT members against the system of
support values, as well as compiaints against current domestic‘value
and the customs investigations necessary to establish that value.
Those against current gomes@ic value allege that this standard intro-
duces an element of uncertainty as-to the amount -of duty which the
importer will have to pay, that it works a hardship on developing
countries, and thaﬁ the investigations necessary to establish current
domestic value might result in the disclosﬁre of business secrets.
Some U.S. exporters have complained that certain products which had no
domestic sales were valued by Austrglian Customs at cost of production
‘ plus the usual profit on finished products, although the products in
questioﬁ were not finished produc¥§;‘ The result, according to the
exporters, was over-~valuation and loss of sales to a foreign competi~‘
tor. If they cut their price in an effort to meet the competitor's
price, they are liable to run afoul of Australia's antidumping laws. é

This problem has been solved in some cases by making sales in the

United States and thus estabiishing’a current domestic valﬁe.

wwﬁfézil Yy
The primary standard of valuation used by Brazil to detérmine thé

dutiable value of imported goods is the "normal price," i.e., the~priée

1/ See appendix D10 for the text of the Brazilian valuation provi-
sions. )
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which those goods or similar goods fetch at the time of importation at
a sale carried out in conditions of free competition for delivery at
the port or place of entry of thegoods into the country. The law
states that the invoice price may be taken as indicative of the normal
price.

A Finance Ministry directive states that the basis for cnleculation
of ad valorem duties shall be the price at which the merchandise is
normally offered for sale in the wholesale market of the exporting
country, plus expenses to the port of entry, less, where applicable,
any internal consumption taxes which are recoverable on export. The
directive further states that the price declared by the importer on
the import permit will, when verified by competent authority, be taken
as the basis for calculation of the duty. According to an instruction
from the Secretary of Federal Receipts, special discounts for quantity
purchase or advance payment are not allowable in calculating the duti-
able value,

While, in general, the invoice price is accepted as the base for
dutiable value, Brazilian law provides two supplemental methods of
valuation to be used in special cases. On certain specified products, °
"minimum values," established by the Customs Policy Council, are used
as the dutiable value unless the invoice price is higher., The Customs
Policy Council has broad authority to establish minimum values as a
basis for the assessment of ad valorem duties, This authority has
been exercised in cases of dumping, in cases where price fluctuations

made it difficult to establish the dutiable value, to prevent ham to
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a domestic industry, and to combat fraud. Complaints by GATT members
indicate that minimum values have been established for more than 200
products and that the minimum-value system constitutes a prohibitive
barrier to imports of some products, Recently the ;umber of products
subject to minimum value has been reduced, and the minimum value of
some products, principally dyes, has been lowered. .

In addition to the minimum=-value system, Brazilian law provides
for "base prices," also referred to as 'reference prices'" or "index

prices,"

Whenever Brazilian production of a commodity is prejudiced
by a general drop in import prices or by substantial price differences
among several supplying countries, the Customs Policy Council may
establish a base price, which is determined from the normal wholesale
price in the country of origin, from export prices to third countries,
from production costs, or from c,i1.f, import prices., It is to be re-
calculated every six months and may be removed by the Council if the
abnormal price characteristics no longer exist. On entries for which
the declared value is less than the established base price, a specific
duty, equal to the difference between the declared valua and the base
price, is levied in addition to the usual ad valorem duty calculated
on the base price. As of August 1971, base prices had been estab-
lished for 12 items, including aluminum, nylon textiles, tools, certain

chemicals, and toys. More recently, the Customs Policy Council has

established base prices for certain dyes in lieu of previously existing
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minimum values. It is estimated that minimum values and base prices
apply to no more than 10 percent of Brazilian imports.

For most products the Brazilian importer must secure an import
permit and sign a contract for foreign exchange before ordering goods
from abroad., Certain products regarded as essential for the economic
developmept of the country are eligible for preferential exchange
rates. The application for an import permit is submitted with a pub~
1{shed catalog or list of prices, or with a pro-forma invoice if these
are not available, to the Foreign Trade Department oflthe Bank of
Brazil, Some U.S. exporters have complained that the Bank of Brazil
will not issue an import permit if the price of the goods in question
is higher than the lowest recent price at which the goods have been
imported into Brazil, even if the lowest price represents an instance
of dumping. Exporters state that they are afraid to give distributors'
discounts for fear that they may be required to sell at the same price
to all other Brazilian buyers, To the extent that this is the prace
tice, it indicates that the tendency of the Brazilian import control
system, except for the relatively small number of products for which
minimum values or base prices have been established, is to depress
dutiable values in order to reduce costs and conserve foreign exchange

~ rather than to uplift them for revenue or protection.

When Customs officisls challenge the declared value, they have eight
days to determihe a new value, The importer then has 30 days in which to
protest the new value, and a decision on a protest must be rendered

within another 30 days. While the value is in dispute, the importer's
o
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declared value is provisionally accepted for the purpose of clearing
the goods, but the importer must post bond or make a deposit covering
the claimed difference pending a final determination of the dutiable

value.

Appeals concerning the valuation of imported merchandise are heard
by the First Chamber of the Brazilian Superior Tariff Council., If the
Council decides against the importer, he may appeal to the Minister of
Finance, who, before making a decision, must refer the matter to the
Customs Policy Council, If the Minister decides against the importer,
the latter may appeal to the courts, If the final decigion goes againet
the importer, he must pay a fine amounting to either 50 or 100 percent of
the difference between the declared value and the verified value. Appaals
on valuation are rare in Brazil; most appeals are concarned either with

classification or with penalties for discrepancies in quantity,

canadn ¥/

Canadian valuation standards generally equate dutiable value with
value in the country of exportation. The primary Canadian standard--
known as "fair market value"--is based on the price of like goods sold
for domestic consumption at the time when, and place from which, the

goods were shipped directly to Canada. When fair market value cannot

be determined, dutiable value is based on the cost of production plus

1/ See appendix DLl for the text of the Canadian valuation provisions.
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an allowance for gross profit. Under specified circumstances, the
Governor in Council or the Minister of National Revenue is authorized
to prescribe the manner in which dutiable value is to be determined.
Finally, however determined, the dutiable value may not be less than
the price at whicf the goods were sold to the Canadian importer at the
time and place of direct shipment to Canada, less any decline in the

““fair market value of the goods between the time of purchase and the
time of shipment.

Canadian law defines fair market value as the value of like goods
at the time and place of export, sold at arm's length under competitive
conditions for domestic consumption, to buyers at the same or substane-
tially the same trade level as the importer, in the same or substane
tially the same quantity, and in the ordinary course of trade, The
place of export is defined as the point where the goods begin their
continuous journey consigned to a point in Canada. If the conditions
necessary for the determination of fair market value cannot be met,
the customs law provides alternate techniques. For example, if no
sales for domestic consumption were made to buyers located at the place
of exportation, prices to buyers located nearest thereto may be used;
or if no sales occurred at the time of export, the most recent sales
price prior to the time of exportation that fairly reflects the market
value of the goods may be used. If no sales were made to domestic
purchasers at substantially the same trade level as the importer,
prices at the nearest subsequent level may be substituted. In this

case, however, the price is adjusted to reflect ‘the differences in
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comnercial charges payable by purchasers at each of the two trade
levels concerned.

When like goods are not sold for domestic consumption in the
country of export (or are sold under conditions which preclude deter-
mination of fair market value) but similar goods are sold, dutiable
value is based on the cost of production of the imported goods plus an
allowance for gross profit based on the percentage of profit earned on
similar goods.

Under a variety of circumstances, Canadian law authorizes the
Minister of National Revenue to prescribe the manner in which the
dutiable value is to be determined, He may do so whenever he finds
valuation impracticable under the regular valuation standards. He may
also do 80 if the imported goods are intended for packaging, assembly,
or further manufacture in Canadaj are used or obsolete; are notfof
prime quality; or constitute job lots.

Complaints on Canadian valuation practices by GATT members and by
U.8. exporters generally involve fair market value or value based on
cost of production., It is alleged that the determination of cost of
production requires business firms to divulge information which they
would prefer not to disclose, and that this could tend yo hamper ex-
ports to Canada. It is also alleged that certain valuation techniques
used can lead to artificially high dutiable values. Some of the less~
developed nations have complained that fair market value works a
hardship on them, because owing to inflation and scarcities, their

domestic prices are higher than prices in other countries,
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Consequently their exports to Canada, priced at the domestic level,
are often not competitive with exports from industrialized countries.

Appraisement decisions made at the time of entry are final unless
they are appealed within 90 days to the Dominion Custome Appraiser,
whose decisions may be appealed within 90 days to the Deputy Minister
of National Revenue (Customs and Excise). Anyone adversely affected
by the Deputy Minister's decision may take an appeal to the Tariff
Board within 60 days. Final appeal is to the Federal Courts, where
formal, legal procedures, which generally require the employment of
counsel, are in effect,

The Tariff Board, which is the primary appeals body independent
of the customs administration, hears many cases without charge to the
appellant either for filing or presentation. The appellant need not
be present at the hearing. The Board rules only on appeals involving
specific imports through a particular port on a given day. Such
rulings are then applied by customs to all imports of like goods.
During the 5-year period 1966-71, the Tariff Board heard about 140
appeals, of which 95 cases dealt with tariff classification and another
35 cases dealt with the application of sales and excise taxes, Only
10 cases dealt with determinations of dutiable value,

Japan 1/

Japan acceded to the Brussels Convention on Valuation June 1,

1/ See appendix D12 for the text of the Japanese valuation provisions
prior to Japan's adoption of the Brussels Defigition of Value in
September 1972.
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1972, and began applying the Brussels Definition of Value September 1,
1972, Accession to the Brussels Convention involved relatively little
change from prior Japanese valuation practices despite the fact that
Japan had a system of positive valuation standards and a provision

for valuing on the basis of the price for ordinary wholesale quanti=-
ties. The valuation provisions in effect prior to September 1972 are
discussed in the f&llowing paragraphs.

Japanese law prior to September 1972 provided a primary valuation
standard and four alternate standards, all of which valued imports
e.i.fy port of importation. The primary standard equated dutiable
value with the price of the ihported goods sold in ordinary wholesale
quantities at arm's length in the exporting country at the time of
exportation, less any recoverable taxes paid in the country of expore-
tation, plus the ordinary expenses incurred uplio the arrival of the
goods at the port of importation. Freiéht and insurance charges for
ocean freight were used in calculating dutiable value in lieu of the
actual expenses of air freight,

In case the dutiable value of goods could not be determined in
accorda;ce with the primary standard, or in ;pecial cases prescribed
by Cabinet Order, the dutiable value was determined in accordance with
the following alternate standards in the stated order of precedence,
(1) The invoice price of the imported goods was adjusted
with reference to other data, if possible, to compute

a price equivalent to the dutiable value as defined

by the primary standard.
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(2) If the price of the imported goods cannot be determined,
dutiable valuewas based on the price of identical or
gimilar goods which arrived at the port of importation
at the most recent date before the arrival of the goods
concerned,

(3) 1If the dutiable value could not be computed in accordance with
the preceding standards, it was calculated from a priceQ
1ist of identical or similar, ggods prapared in the
country of exportation by a manufacturer or seller of such
goods. This pricewas then adjugted to a c.1,f, basis,

(4) Finally, when all other methods failed, dutiable value was
based on the Japanese wholesale price of identical or
similar imported goods adjusted to a c.i,f, basis,

Whenever the price of identical or aimiiar goods was used as a basis
for determining dutiable value, customs made any adjﬁstmenta neces-
sary to compensate for differences in quality or condition baetween
identical or similar goods and the goods concerned.

Some U.S. exporters have complained of adjustments made in the
invoice price by Japanese customs officials under the first alternate
standard in order to approximate the dutiable value spaecified by the
primary standard. These adjustments, often called uplifts, usually
aountal to an increase in the invoice price of 10 percent or less,
although the uplift on a few products has reportedly ranged up to
100 percent. The purpose of these adjustmentswas to include agent's

commissions, advertising allowances, or other similar items in the
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dutiable value or to approximate a competitive price in import trans-
actions between related companles, In general, uplift di& not appear
to be a major problem 1n'trading with Japan,

A person or firm who disagreed with an appraisement could
submit a complaint to the District Director in writing, If the
complainant was not satisfied with the decision of the District
Director, he could submit a written request for review to the
Minister of finance, who made a final decision after consulation
with the Customs Dutiee.Complaint Examination Council., If the
complainant was not satisfied with the decision of the Minister of
Finance, he could file suit in the Federal Court of Japan, In 1968
three valuation cases reached the District Customs Directors and
there were none in 1969. The text of current Japanese regulations
for appeal is not available but, presumably, does not differ

materially from those described above.
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Mexico 1/

Under the Mexican valuation system, dutiable values are based
largely on "official prices' determined by the government. The primary
valuation standard is the official price or tha invoice price, which-
ever is higher, Since official prices have been established for most
imports and are generally higher than invoice prices, dutiable values
are usually based on official prices., When no official price has been
estaﬁliahed, the value for duty is designated as the invoice price at
the place of purchase. If there is no invoice price, or if the invoice
price is suspect, the examiner at the port of entry is directed to
estimate the dutiable value of the goods concerned on the basis of
whatever information is available to him,

Official prices are established by the Secretary of Finance and
Public Credic.' The Secretary is directed to base such pricus, first,
on the prevailing wholesale price of the merchandise in the principal
exporting country as determined from company brochures, price listings
in trade journals, official government reports, or information supplied
by the manufacturer. Prices fixed in this way may be higher than many
actual wholesale transaction prices. Second, if the wholesale price
in the exporting country cannot be determined, the official price is
based on wholesale prices of equal or similar merchandise in Mexico
City or in other important Mexican markets., Finally, if the wholesale

price in the principal country of export is "notably less" than the

1/ See appendix D13 for the text of the Mexican valuation provisions,
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cost of production or wholesale price of similar Mexican merchandise,
the official price is fixed on the basis of the current Mexican whole-
" sale pricéAag cost of production.,

Under Mexican law, the Secretary of the Dapartment of Finance and
Public Credit is supposed to recalculate the official price qach time
there 1s a change of 10 percéntﬁinféhe price upon which the official
price was based. It has been reported that frequent changes take place
in the official price, 1/ since this is administratively easier than
changing ad valorem rates, If a? importer is dissatisfied with a
classification decision (which indirectly determines valuation), he
may initially appeal the decision to the Customs Director (a division -
of the Mexican Treasury Department).‘ However, the official price as

such cannot be appealed, ;

More important than official prices in controlling Mex1ican imports
is the import licensing system. However, this is a matter beyond the

scope of a study on customs valuation,

1/ King, T., "Mexico-Industrialization and Trade Policies Since
1940" p., 75 (Paris, O.E.C.D, Development Centre, 1970), Oxford
University Press.
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Comparison of Valuation Standards

Because of the wide differences in contract conditlons under which
people trade, no one method or technique of detefmining value can be
applied to all transactions. Generally a country has gither a positive
valuation system consisting of a primary standard and one or more
alternate standards, certain elements of which are often notional,
or a notional system consisting of a single standard with
various techniques for determining the value specified by the one
standard. The most practical way of comparing the various valuation
standards of the United States and other major trading countries is
by the principal conceptual elements of value which, considered
together, specify the value defined by the standard. The elements
discussed are merchandise valued, time, place, quantity, transaction
level, and conditions of competition. This section also includes
a discussion of the positive or notional nature of the various
standards, the techniques used to determine the value, and the ease

or difficulty of making appeals,

Merchandise valued

A principal element of concern in any valuation system ralates to
whether the dutiable value of an imported article is to be based on its
actual purchase price, or alternatively on the price of a like or similar
article, or on some other basis, 1In general, dutiable values are based
on prices for one of the following types of merchandise:

' 1, The goods under appraisement

2, ldentical goods from the same manufacturer as the goods
under appraisement

3. 'Idenficai foreign goodérfrom'other manufacturers



105

4, Similar foreign goods

5. 1ldentical or similar goods produced in the importing country

The Brussels Definition baéés v&iuééion priﬁériiﬁ on the goods
under appraisement but permits use of identical or similar foreign
goods when necessary. Brazilian standards and the principal
standards used by the United States specify the actual goods,
or identical or similar foreign goods, generally In that order. In
all of these countries, the actual transaction price of the imported
goods is generally accepted as the basis for calculating dutiable value;
valuation based on identical or similar goods is relatively infrequent.

Australia and Canada, recognizing a possible difference between
the actual transaction price of an imported article and the price of
identical goods sold for domestic consumption in the exporting country,
use the higher of the two as a basis for determining dutiable value.
This practice usually results in valuation based on identical foreign

goods.,
Mexico publishes a list of official prices covering most of its

imports and specifies that either the purchase price of the imported
goods or the official price , whichever is higher, be used as the basis
for ad valorem duties, The official price , which is generally fixed
at the price of identical goods and is supposed to be changed whenever
the price of such goods changes by 10 percent, prevails in most cases.

The American selling price standard used by the United States
for valuing benzenoid chemicals and a few other specified products

which have a domestically produced counterpart bases valuation on

S0 8
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similar goods produced in the importing country., This standard is
applied to about one percent of the value of all U,S. imports subject
to ad valorem duties, Although customs valuation based upon goods

of national origin is contrary to Article VII of the GATT, it may
occasionally be used in other countries as a last resort when better
means for arriving at the value of the imported goods do not exist.

To generalize, the actual transaction price of the goods under
appraisement is the dominant practical base for determining dutiable
value in Brazil, the Brussels countries, and the United States.
Australia and Canada rely chiefly on the price at which identical
goods produced in the exporting country are sold for domestic consump-
tion in that country, while Mexico uses officially established values,

which are generally based on prices of identical goods.

Time

Since the value of an article being imported may vary between the
time it is ordered and the time it is delivered, a time for determining
value 1is generally specified as an element in customs valuation standards.
This time is usually either the time of exportation or the time of
importation, The customs valuation standards of the United States,
Australia, and Canada, 1/ use the time of exportation; those of
Brazil, and the countries applying the Brussels Definjtion use the
time of importation; and that of Mexico makes fio specific reference

to time. ¢

1/ Canadian standards specify the time of shipment.
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- An importer seldom buys his goods elther at the time of impotta?ion
or at the time of exportation. Purchases are generally contracted prior
to exportation; custom-made articles may be shipped and delivered a
year or more after the time of order. In practice, customs officers
have found that during the time intervals involved for most importations
prices do not change significantly. U.S, customs officers make adjust-
ments for any known price changes., The Brussels countries usually accept
the actual transaction prices if there is timely delivery in due
course of trade (usually interpreted as within 6 moﬁéhs). Brazil
generally requires that the invoice price be the same as the price
shown on the import permit and thus rules out any adjustments for price
changes. Australia and Canada rely on the exporter to give, respectively,
the correct current domestic value as of the date of exportation or
the fair market value as of the date of shipment., Thus, insofar as
the element of time is concerned, it appears that the actual transaction
price is, with some exceptions, generally accepted by the countries
herein considered.

Place

Because the value of goods is likely to be increased by the
accumulaf;on of expenses and related costs as the imported merchandise
moves from its place of production to markets in importing countries,
valuation standards include an element, referred to hereinafter as
"place", defining the particular geographic location as of which the
value of imported goods is to be determined. Thus, the closer the

place for customs valuation purpeses is to the market of the importing
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country, the higher the customs valtie 1s likely to be. In comparing
the customs valuation standards of different countries, place is
probably the most important single element to examine owing to its
considerable influences on the height of the customs valuations
obtained. For this reason, the significance of the various places
included in customs valuation standards is discussed, first, by
comparing the differences in the location of place, and, then, by
comparing the differences in the expenses reflected in the values

associated with those locations.

Location of place.-~Simply stated, customs valuation standards

determine the value of imports as of a place either in the country of
exportation or in the country of importationm.

All U,S, standards except American selling price have the effect
of determining Yglue as of the principal markets of the country of
exportation, Australian standards determine value as of the port of
export, while Canadian standards determine value as of the place from
which the goods were shipped directly to Canada, Mexican official
values are generally based on prices in the principal country exporting
the goods to Mexico, although in some cases they are based on the
Mexican wholesale price; once these official values have been fixed,
however, place becomes irrelevant to their application,

Brazil and the Bruésels countries determine value as
of the port or place of importation. The U.S. standards of American
selling price determine value at the principal U.S. market foy the

domestic article.
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Whatever the place specified by a standard, customs must, in
appropriate cases, adjust a base value or price, to conform to the
specified place by adding or subtracting known charges. Thus, a
¢.i.f, price may necd to be adjusted to conform to an f.o.b. standard
by subtracting freight, insurance, and other costs of bringing goods
from the foreign port to the port of entry while an f.o.b, price may
need to be adjusted to conform to a c.i.f, standard by adding such
costs, For most standards,adjustments of this nature are made
administratively when: circumstances require it, Recognizing the need
for adjustments of available prices to determine value as of a parti-
cular place, some alternate standards specify starting with one price
or value and then set forth the adjustments which must be made to
arrive at value as of the place desired for the standard, For example,
United States value, used by the United States as an alternate standard,
specifies place as the principal wholesale market of the United States,
and then provides a deduction for profits and general expenses as well
as for direct charges such as transportation, commissions and duty in
order to reach what is, in effect, the value in the country of exporta-
tion.

Expenses associated with place.-~Standards specifying place at

or near the point of production include fewer expenses than those
specifying place at or near the final market, since expenses increase
as the product moves farther from its point of manufacture. The

significant expenses associated with place are the costs of packing,

e A s
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freight, insurance, loadihg and unloading, buying and selling commis-
sions, brokerage, documentatioﬁ, interest, storage, and certain non-
refundable ‘taxes,

U.S. standards specifying price in the principal market of the ex-
porting country (and Mexican official values to the extent that they
are based on brice in the market of the exporting country) require
the inclusion of any freight or other costs to that market. 1/
Australian and Canadian standards require the inclusion of costs to
the port of export or place of direct shipment, respectively.

The Brussels Definition and the Brazilian standard specify
that all costs to the port of importation are to be included in
the customs value. The statutes of the individual countries applying
the Brussels Definition are generally quite specific as to expenses
associated with place and time., The Brussels Definition itself simply
specifies that the goods are treated as having been delivered to the
buyer at the port or place of introduction into the country of importa-
tion and that the associated treatment of time be either the time at
which the entry is presented or registered, the time of payment of

custom duty, or the time of clearance.

1/ U.S, customs officials frequently find that the port of exportation
1s a oprincipal market of the exporting country. When the usual com-
mercial practice is to sell ex-factory or warehouse, that location may also
be accepted as a principal market, Approximately half the litigation
in recent years on U.S. customs valuation represents attempts by importers
to have their goods valued ex-factory or warehouse and thus avoid having
inland freight charges to the port of export and intermediary agent's
commission counted in the dutiable value.
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As the foregoing comparisons show, the Brussels Definition and
other c.i.f, standards specify place at a point farther from the point
of manufacture, and therefore include a greater accumulation of expenses,
than any of the other standards under consideration. Some countries
using these standards differ among themselves in their treatment of
the expenses' of freight. For example, the former Japanese law
provided that the expenses of the usual method of transportation
other than air be used in lieu of the expenses of air transportation.
The countries of the European Community include the fuli cost of air
freight, prorated to the border of the Common Market, provided the
value of the goods is increased by the use of air freight. If air
freight does not add to the value of the goods, the usual cost of
surface transport is used instead. The European Community similarly
prorates sea and land transport costs to an interior port on the
basis of costs to the customs border of the Community.

Expenses associated with place for American selling price are
those required to place the domestic article in its principal U.S,
market. Once Mexican officlial values have been fixed, they are not
adjusted in accordance with the costs that may be involved in each

individual entry.
Quantity

A specification fixihg the element of quantity is necessary in a
customs valuation standard because prices may vary according to the
quantity purchased. The United States and other major trading countries

use different approaches to the quantity element, but in practice
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the quantity considered 1s generally the quantity under, appraisement.
Australia, Canada, and the countries using the Brussels Definition
generally sfecify the actual quantity under appraisement, whereas the
United States specifies usual wholesale quantities. The pertinent
Brazilian statute and directives are unclear, and quantity is
irrelevant to Mexican official values.

U.S. valuation standards refer to "usual wholesale quantitites,"
For articles not on the final 1list, the term means the quantity in
which the largest volume of goods is sold by a given seller; for articles
on the final list, it means the quantity in which the largest number
of sales is made by a given scller. In oraétice, however, the United
States usually values the actual quantity under appraisement., The
former Japanese lay._also specified "the ordinagy wholesale quantity."

The standards of the Brussels countries and Brazil imply the actﬁal
quantity imported. Brazilian regulations, however, specify the normai
wholesale price and thus seem to imply wholesale quantities, but other
regulations disallow any quantity discounts. In practice, it is believed
that Brazil, like the Brussels countries, accepts the price of the
actual quantity under appraisement. Australia and Canada specify the
same or substantially the same quantity as the imported goods. Australia
allows quantity discounts if they are equally available to all other
purchasers of the same quantity, and Canada allows them to the extent

that they are allowed in the exporting country.
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Transaction level

A specification defining the transaction level contemplated is im~
portant in establishing customs value because prices generally increase
as an article passes from the manufacturer through the distributor,
wholesaler, and retailer to the ultimate consumer. Several different
approaches to the element of transaction level are expressed in the
various standards under consideration.

U.S. standards like the former Japanese standards, specify value
at the wholesale level, For the United States the term "wholesale"
generally means sales to industrial users or wholesalers. In practice,
however, both countries have valued most commercial entries at the
actual transaction level. The Brussels countries and Canada generally
appraise goods at the level at which the importer actually purchased
them. The Brazilian law seems to contemplate value at the actual
transaction level, but implementing directives of the Finance Ministry
specify that the dutiable value be based on the normal value in the
wholesale market of the exporting country. Australia requires only
that the price be one at which the same quantity of goods is freely
offered to all purchasers, thus indirectly specifying the transaction
level, which need not be either the wholesale level or the actual
transaction level, Mexico requires appraisement at its official
prices, which are fixed at the wholesale level, or at the invoice
price if that is higher or if no official price has been fixed.

In summary, there are distinct differences in the treatment accorded

to the related elements of quantity and transaction level by the laws
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of the various coufitries under cohsideration. In practice, however,
most of these countries value goods in the actual quantity imported

and at the trade level of the actual import transaction.

Competitive conditions

The conditions of competition under which transactions take place
vary widely and can cause considerable differences in price; consequently
it is necessary that a valuation standard specify the competitive condi-
tions contemplated. The invoice price in a given transactiqn, depending
on the degfee of competition present, may or may not reflect all of the
considerations involved in the transfer of the goods from exporter
to impérier. Transactions that frequently include the exchange of coﬁ-
siderations in addition to the invoice price are those between a parent
company and its subsidiary and those involving patents, trade-marks,
and exclusive franchises,

Most countries attempt to include these other considerations in
the customs value either by adjusting the invoice price to make it
conform to the competitive conditions required by the standard or by
using alternate standards not involving the use of the invoice price.
U.S, valuation standards require a price freely offered in the ordinary

course of trade. The Brussels Definition specifies a price in the open

""" ‘market between buyer and seller independent of each other. The

Australian standard specifies the price at which the exporter sells the
same'quantity of identical goods to any and every purchaser, and dis-

allows any discounts not available on an equal basis to every other
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purchaser of the same juantity. ZEraczil syecifies the price which the
goods would fetch at a saze carried Zut in -onditicns of free competi-
tion. Canada values imports at ‘heir fair market value, which is
defined as the price at which the gocds are gcld at arm's length under
competitive conditicns in the ordinary ccurse of irade. Japan, bot
formerly and currently under the EBrussels definition, has equated
dutiable value with the price of the gccds scld at arm's length. Mexico
does not deal with this element specifically, but irdirectly specifies
conditions of free competition by its requirement that the official
price be based on the prevailing wholesale price. Thus, every country
considered here purports to base dutiable value on the price which
prevails under competitive conditions.

Imports at discount prices for selected purchasers are treated
somewhat differently by the various countries under consideration.
Australia disallows discounts to exclusive agents, and the Brussels
countries, with some variation in practice from country to country,
do not allow any such discounts granted for services performed primar-
ily for the benefit of the exporter. The United States may allow such
discounts under the selected purchaser concept, and Canada allows them
to the extent that they are granted in the exporting country. The
Brazilian import control system tends to require that such discounts,
once granted to a Brazilian buyer, be given to all other Brazilian
purchasers. Mexican official values are applied to all imports regard-

less of transaction level.
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Positive and notional standards and systems

The positive and notional concepts of customs valuation and their

use in the customs valuation laws of the United States and various foreign

countries are discussed in earlier sections of this report. It is there
pointed out that so-called positive valuation systems, usually consist
of a primary positive standard, and one or more alternate standards,
certain elements of which are often notional. The alternate standArds
are to be used, generally in a specified order of precedence, whenever
the value defined by the primary standard cannot be ascertained.

Notional standards, on the other hand, permit customs to select the
most apSropriate technique for determining dutiable value in each case.
Alternate standards are not needed. Consequently, notional valuation
systems consist 'of a single notional standard together with a variety
of valuation techniques used to determine dutiable value as specified
by the standard.

Brazil and the Brussels countries have notional valuation systems,
while Australia, Canada, Mexico, and the United States have pri-
marily positive systems, The Australian and Mexican alternate stand-
ards and the final Canadian glternate standard are notional insofar
as they allow customs to use whatever valuation technique is deemed
most appropriate under the circumstances., As indicated earlier
there are specified notional elements in a number of U,S. standards
in addition to a last resort authority to ascertain or estimate value

by all reasonable ways and means.
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Countries using either type of valuation system often have one
or more supplemental standards, which are applied to a limited
number of specified goods, usually for the purpose of providing
special protection for domestic counterparts of the imported goods.
Australian support values, Brazilian minimum values and base prices,
the U.S. standards of American selling price, and the minimum import
values involved in the variable levy system imposed on certain
agricultural products by the European Community are such supple=-

mental standards.

Valuation techniques

In order to ascertain the dutiable value defined by the
standard, customs must apply a specific valuation technique, which
generally consists of two steps: First, an appropriate transaction
price, cost of production, or other value is established for the
merchandise to be valued; and second, the value so established is
then adjusted, if necessary, by adding dutiable charges not included
and subtracting nondutiable charges in order to arrive at the value
defined by the standard.

The principal types of valuation techniques used by the
countries under consideration are listed below:

1., Valuation based on an import transaction price

2. Valuation based on a transaction price in the domestic
market of the exporting country
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3. Valuation based on a transaction price in the domestic
* market of the importing country

4, valuation based on cost of production data
5. Official valuation
6. Valuation based on expected rentals (for leased goods)

T. Expert appraisal or appraisal by customs on any reasonable
basis

1, Valuation based on import transaction prices is the principal
kind of technique used by the Brussels countries, Brazil, and the
United States (under section 402) and it has been the principal
technique for Japan both under its present and former standards. In
these countries, the actual transaction price for the import under
appraisement is used as a base for valuation far more frequently than
import transgction prices for identical or similar imported merchan-
dise. Import transaction prices, primarily those for the goods under
appraisement, are also used by Australia, Canada, Mexico, and the
United States (under section 402a) whenever they produce a higher
dutiable value than the use of domestic prices in the exporting
country (or official prices in the case of Mexico).

2. Australia and Canada rely principally on prices for domestic
consumption in the exporting country, as does the United States under
its foreign value standard.

3. Prices in the domestic markets of the importing country are
the basis for valuation undér the alternate techniques of actual or
expected realization used by the Brussels countries and under the

United States value and American selling price standards used by the
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United States. The foregoing, except American selling price, are
based on prices of imported goods and must be adjusted by subtracting
customs duty, importer's profit, freight charges and other costs
involved in moving the goods from the place specified by the standard
te the domestic market of the importing country. Such adjustments
are not needed with American selling price, which is based on prices
of domestic goods in their prircipal U.S. market.

4, valuation based on cost of production is specified by alter-
nate U,S. and Canadian standards and is an alternate technique used
py Australia to determine dutiable value under the Minister's discre-
tionary authority. It may also be used at times by other countries
when their usual valuation techniques fail to produce an acceptable
value.

5. So-called "official" valuation, which appears to be contrary

to Article VII of the GATT, is the principal valuation technique used

-by Mexico. As previously indicated, this technique is also the basis

for Brazilian minimum values and base prices, for Australian support
values, and for the support prices used by the European Community as
a basis for calculating its variable levies on agricultural products.

6. and 7. Valuation of leased goods on the basis of expected
rentals and valuation by expert appraisal or as estimated by customs
on any reasonable basis are valuation techniques of last resgort used
occasionally by nearly every country.

In summary, the dominant valuation techaniques used by the

Y

Brussels countries, Brazil; and the United States are based on import
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transaction prices; the principal techniques used by Australia and
Canada are based on domestic prices in the exporting country; Mexico
bases valuation primarily on official prices established by the
government. Alternate techniques are used by the Brussels countries
principally as a cross-check on the validity of the invoice price in
transactions between related parties and as a means of determining
the percenéage uplift which must be added to the invoice price to
approximate a competitive price. Most other countries use alternate

techniques as independent means of determining dutiable value,

Ense of appeal

Most countries afford importers” the opportunity of protesting
an appraisement. The first step is usually a protest to customs
officials, which is generally followed by an appeal to higher adminis-
trative authority, and lastly to independent Juéicial bodies or the
courts. A protest to the customs authorities usually involves no
significant cost to the importer, whereas an appeal to the courts may
entail finuncial risk. Australia and most of the member countries of
the Brussels Valuation Convention may require the loser to pay court
costs and attorney fees for the opposing side. This #inancial risk
discourages valuation appeals to the courts in many countries, but it
also encourages customs to be coneiliatory and to seek agreement at
the administrative level., Appeals to the courts are further dis-
couraged in some countries, e.g., Brazil and France, where a fine

may be imposed on the importer if the court upholds the valuation of

the customs service.
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In practice, valuation protests in most countries seldom go
beyond customs officials., Tn the Brussels countries and others, pre-
entry discussions eliminate many valuation problems between importers
and customs, while post-entry consultations and ﬁubsequent adminis«
trative appeals solve most of the remaining differences. Consequently,
formal appeals to the courts are seldom needed. The outstanding
exceptions are the United States, the Netherlands, Canada, and West
Germany. There is little financial risk in carrying a valuation case

to court in any of these countries.
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PART III, CONSIDERATIONS FOR UNIFORM INTERNATIONAL
STANDARDS OF CUSTOMS VALUATION

A rate of duty and customs valuation are the essential elements
of an ad valorem system for imposing duties on imported goods. The
level of the duty impoged 18 the product of these two elements, i.e,,
the rate times the customs value. The rate is the visible element
of the duty measurable in terms of a precise percentage. The customs
valuation of imported goods, on the other hand, cannot be so precisely
stated, but, if properly conceived, is usually readily a.~ertainable,

The practice of some commentators on international trade is to
label only the rate as a "tariff" barrier, and to regard the customs
valuation standard as a "nontariff" barrier, The identification of
the valuation standard as a "nontariff" barrier is rarely explained
and is usually not well founded. Ambiguity and undue complexity in
valuation standards can slow the determinations of the duty that is
to be levied and impede customs clearance, but the complalnta--as{
with the ASP system--are usually most concerned with the impact oﬁ
the value standard on the levels of duty assessed. It follows that
for ad valorem duties, the "tariff" barrier inevitably is the comBined
effect of the rate times the customs value--whatever the collateral

effects of the valuation system,
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Criteria for Uniform International Standards of
Cugtoms Valuation
"The earlier sections of this report indicate the extensive interest
in customs valuation principles that has been expressed over a period
of time by those concerned with international trade policy.‘ In res-
ponse to the directive of the Senate Finance Committee and its Sub-
committee that the Commission's report should discuss "uniform stand-
ards of customs valuation which would operate fairly among all classes
or snippers in international trade", considerable attention has been
given in this report to the valuation principles set forth in the GATT
and those considered by the European Customs Union Study Group. There
appears to be a consensus among the various groups concerned with
tariffs that valuation should, insofar as possible, be uniform, be
impartial, be based on genuine commercial values rather than on arbi-
trary or artificial values, be based upon prlces in competitive trans-
actions, and be based on simple principles; that valuation decisions
should be fully publicized; and that eqitable appeals procedures
should be provided.

The Senate Committees also asked that the Commissior develop
these standards after studying the customs valuation procedures of
foreign countries and those of the United States. The intormation
obtained on these customs valuation procedures has been also set

forth 1in the carlier sections of this report.
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The Commission, having considered these customs valuation prin-
ciples and the valuation procedures of foreign countries and the
United States, suggests that the following principles offer appro-
priate guidelines for uniform standards of customs valuation respond~
ing to the directive of the Senate Finance Committee and its Sub-

committee.

1. Fairness to all classes of shippers in inter-
national trade

2. Consistency with commercial practice

3. Simplicity

4, Precision

5. Predictability of results

6. Ready availability of needed information to

importers and to the customs
7. Provision for equitable review procedures
These 7 principles are not mutually exclusive; they are obviously

interrelated in varying degrees. A valuation system which falled
to meet the requirements of any of principles 2 through 7 listed
above would ipso facto be unfair. Thus a system which based valua-
tion on arbitrary values rather than on commercial transaction prices,
one which 1s unduly complex, one which is unnecessarily vague o>
ambiguous, one which leads to unexpected results, one which requires
information not easily available, or one which lacks equitable review
procedures could easily produce unfair valuations or result in long
delays in final appraisement which would be unfair in and of them-
selves, These principles of valuation are discussed individually
below,

1. Fairness,--The first prineiple to be considered 1s that of

fairness to all classes of shippers in international trade, as directed
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by the Senate Committees. To place this principle in context, atten-
tion is directed to the fact that the Senate Committees' desira to
have a thoroughgoing customs valuation study was prompted by provi-
sions in the Trade Act of 1970, as passed by the House, which would
have provided for Presidential action designed to eliminate the much
debated and highly controversial American selling price system currently
in effect for certain benzenoid chemicals, clams, and wool knit
gloves, 1/ The Committee desired that an over-all examination should
be made of the valuation systems presently in use by the United States
and its trading partners, with a view to developing standards which
would be fair to all classes of tradersand which could bp uniformly
applied by all countries,

Sovereign states have long used import duties as a means of
raising revenue and as a means of protecting domestic producing
interests, The tendency or effect of any levy of duties on imported
goods 18 to distort the patterns of trade which might otherwise have
occurred in the absence of the import levy. The persons and interests
promoting free and fair competition in the international markets of
the world generally are seeking the elimination or reduction of both
"tariff" and "nontariff" barriers and the trade distortions they

produce,

1/ The Act as passed by the House did not contemplate elimination
of American selling price for valuation of certain footwear, .
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Insofar as ad valorem tariffs are concerned, however, it seems
clear that, so long as they are among the ihstruments used by soverign
states to carry out their international trade policies, a prime object
or principle of those who are interested in promoting fair inter-
national trade--including the Senate committees in question--isg, to
the extent practicable, to establish a customs valuation system suit-
able for uniform international application which does not involve
fixed elements of definition that lnevitnbiy discriminate or tend
to discriminate between classes of traders. In othar words, the
Committees seek a customs valuation system so desligned that customs
valuations made in accordance therewith are in effect and to the
greatest practicable degree a "neutral constant" in the duty formula,
as aﬁplicd to all classes of traders, thereby providing for the rate
o( duty the sole role of expressing--on a visible scale--the quantum
df degree of duty or the incidence of protection intended,

A corollary to the foregoing principle is thuat a customs valua-
tion system that does not meet the requirements of the principle 1is
not fair; and, hence, should be appropriately modified to eliminatg:
its tendency or effect to discriminate between classes of traders,

2, Consistency with commercial practice.--A valuation standard

should be consistent with commercial realities and should never be
arbitrary or artificifal; this means, a valuation standard based upon

a commercial transaction price of the goods under appraisement.
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3, Simplicity.--A valuation standard should be defined as simply
as possible to facilitate understanding and ease of administration,

4, Precision.--The elements of a valuation standard should be
defined with sufficient accuracy or precision in order to minmize
differences in interpretation and delays in making final detarminations,

5, Predictability of results.,--When dutiable values are pre-

dictable, the business of exporters and importers alike is greatly

facilitated and unnecessary delays are avoided.

6. Ready availability of needed information.~~A customs valua-

tion standard that 1s based upon commercial realities and which is
defined simply and pravisely In a manner that will yield predictable
results should also have its requirements satisfied by information
that is readily available to exporters, importers, and customs offi-
cers, Many customs valuation standards {n current use today, includ-
ing those of the United States, involve requirements for which the
needed information is difficulc to obtain., A full administration of
such requirements inevitably leads to delays in the dJetermination of
dutiable value,

7. Review and apreal procedures.~--The system should provide a

procedure for the review of valuation decisions that will be readily
available to all parties and will afford impartial, equitable, and
rapid decisions on appeals. Regardless of huw clearly and explicity

the value standard is defined, importers and customs officials will
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sometimes differ as to the correct dutiable value., Valuation systems
should therefore provide for review of valuation decisions within the
customs service and for appeal of contested valuations to the courts,
When interpretations of valuation standards are made by customs authori-
ties or the courts, the interpretations should be publicized to avoid
repetitious litigation and should be uniformly followed at all ports.
Definitional Flements of Valuation Standards Considered
in Light of the Criteria
As previously indicated, customs valuation standards may be

either positive or notional, and they generally contain six defini-
tional elements, eicher stated or implied, which, taken together,
specify the value contemplated by the standard, These elements are:

merchandise valued

time

place

quantity

transaction level

competitive conditions
There follows a consideration of the positive and notional types of
valuation systems, and of the various valuation techniques, in light
of the aforementioned principles. The various available options
for each of the definitional elements are then considered in relation

to the principles,
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Positive versus notional systems

As previously indicated, a positive valuation system usually con-
sists of a primary standard plus one or more alternate subordinate
standards that are to be used in a specified order of precedence until
an appropriate valuation is obtained. To insure complete coverage of
all kinds of import transactions, a positive valuation system often
employs one or more notional elements in some of its standards. The
chief practical advantage of a positive system is that arbitrary valua-
tion is precluded because customs officials can be held accountable
for following a rigidly prescribed series of standards, The chief
practical disadvantage is its inflexibility in requiring customs to
attempt to determine dutiable value under each of a series of succes-
sive primary and alternate standards until it finally arrives at an
acceptable appraisal, This inflexibility can give rise to frequent
litigation. A second disadvantage. is that it is difficult to formulate
a positive system in which the primary and subordinate standards

achieve a common valuation goai.‘

A notional standard, on the other hand, defines value in terms
of the price which the goods in question would bring if they were
gold under specified conditions. Since the concept of customs valua-
tion expressed by the standard is generalized, it applies to all mer-
chandise without exception. Thus, a notional valuation system has
but one goal and needs only one standard. The chief advantage of such

a system is its flexibility: cuscomé is freed of the rigid necessity



130

of applying each one of a prescribed series of standards in search

of an acceptable dutiable value and may pass at once to the particular
valuation technique which seems most appropriate under the c¢ircum-
stances, The chief disadvantage is that the broad discretion granted
to customs officers provides greater latitude for arbitrary action,
Arbitrary valuations are unlikely, however, in a country which provides

equitable administrative and judicial appeals procedures.

Valuation techniques

As previously indicated, goods are often imported under terms
which do not conform to the various elements of value specified by
a valuation standard., For such imports, customs officers must have
recourse to alternative methods of determining dutiable value. The
alternative methods or techniques are essentially the same regardless
of whether a valuation system is positive or notional.

Valuation techniques which permit valuation of the merchandise
under appraisement are preferabl; to those which base value on identi-
cal or similar merchandise. Those which base customs value chiefly or
entirely on relevant precise data are preferable to those which base
dutiable value largely on informed estimates or arbitrary allowances.
Likewise, techniques which use relevant data available in the importing
country are preferable to those which rely on data available only in
the exporting country, because the former do not require investigations
outside the customs territory and the needed data are more likely to

be available both to the importer and to the customs service.
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Valuation techniques generally consist of two stebs: (1) deter-
mining the transaction price, or other specific value which applies to
the merchandise to be valued at some stage of the marketing process,
and (2) making any necessary adjustments to this base to conform to the
elements of value as defined by the standard. Valuation techniques
generally utilize one of the following prices or values as starting

points or bases for valuation:

1. Import transaction prices,

2. Transaction prices in the domestic market of the
importing country,

3. Transaction prices in the domestic market of the
exporting country.

4, Cost of production data.
5. Expected rentals (for leased goods).

6. Value as determined by expert appraisal or as
estimated by customs on any reasonable basis.

7. Officially established values.
~ The first two bases permit direct valuation of the goods under

appraisement and best satisfy the other criteria. The next four are
somewhat less acceptable because they value the goods uhder appraisement
by reference to other goods, require investigations outside the customs
territory, use information that is not readily available, or depend
largely on estimates or arbitrary allowances. These four bases may,
however, be useful in the absence of better information. The last base
listed, official valuation, is unacceptable for obvious reasons previously

indicated.
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Any base or starting point for valuation may have to be adjusted
to nake value conform to the elements in the standard being applied.
Examples of some types of adjustments are given below:

1. Adjustments for freight and insurance charges.
2. Adjustment of the base price or value for time,
when there has been a price change, or for quantity

or transaction level.

3, Adjustments for royalty payments, commissions, or
other considerations not included in the base value.

4, Adding discounts which customs disallowed in
determining a competitive price.

5. Adding allowances for expenses and profit to cost of
production data to construct value at the specified
time and place.

6. Subtracting allowances for expenses and profit from
prices or rental charges in the importing country to
establish value at the specified time and place.

7. Adjustment of the invoice price in transactions between
related compapies by adding an amount deemed sufficient
to arrive at a competitive price.

The last of the listed adjustments, popularly termed "uplift",
is a valuation technique used chiefly under a notional standard. It
should be recognized, however, that the value determined under an
alternate teclinique of a positive system may be equivalent to the value
established under a notional system by applying to the invoice price
an "uplift" determined by the same technique. The practical result may

be the same.
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Merchandise valued

The possible alternate choices for the element of merchandise
to be valued are listed as follows:
1. The goods under appraisement,

2. ldentical goods from the same manufacturer as the
goods under appraisement.

3. Identical foreign goods from other manufacturers.
4, Similar foreign goods.

5. Identical or similar goods produced in the importing
country.

The first of these alternatives, the goods under appraisement, is
the one which best meets all the criteria; the use of identical goods
from the same manufacturer would appear to satisfy the criteria almost as
well., The use of identical goods from another foreign manufacturer or
similar foreign goods may produce results which are less.fair. less precise,
less predictable, and less satisfactory on all other counts than the first
two alternatives, In addition, the use of similar foreign goods is subject
to administrative difficulty in the determination of similarity.
Identical or similar goods from third countries at a different stage of
economic development and with different wage levels pose additional
administrative problems and are less likely to yield a price which
approximates that of the goods under appraisement. The use of identical
or similar goods of other foreign producers, nevertheless, appears to be
a justifiable expedient in cases where the actual imported goods or

identical goods from the same manufacturer cannot be used.
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The use of the value of identical or similar goods of domestic
origin may result in uniform treatment, but is not consistent with
commercial practice, predictablgﬁ or simple to administer. For instance,
prices of domestic goods do not hecessarily have a close relationship
to prices of imported goods. The importer, therefore, might have
difficulty in predicting the cuséoms value of his goods and, consequently,

the amount of duty that he would have to pay. Further, this alternative

creates administrative problems for customs officials since it is
difficult and time consuming to identify and obtain accurate value data
on domestic goods identical or similar to the goods being imported. It
cannot be applied to all imports, moreover, because it provides 69
means .of valuing goods which have no domestic counterpart. Evidenc;

of the general impfacticability of valuation based on prices of goods
of domestic origin may perhaps be found in the fact that no countryj“
uses such valuation to appraise all imports which compete with domes-
tically produced goods.

Although Article VII of the GATT provides that the customs
valuation of imported goods should not be based on the value of goods
of national origin, it 1s believed that this provision is intended
to prevent the use of the prices of domestic goods in the domestic
market from being used directly as the value of their imported counter-
parts, and is not designed to preclude the possible use of such prices
as a last resort guideor benchmark to valuation when other identical

or similar goods cannot be used. This latter practice apparently exists

to some degree in most countries.
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Thus, the fairest and most direct basis for valuing 1mpor£ed mer=-
chandise is the price of the goods under appraisement. Prices of
identical merchandise from the same manufacturer or, less frequently,
prices of other merchandise may be used either as a check on the
invoice price and benchmark to determine whether an adjustment of
the invoice price i1s needed in a transaction between relg@ed companies
in order to approximate a competitive price, or as an independent
basis of valuation when prices of the goods under appraisement cannot

be used,

Time

Alternate choices for the time element include the date of the
sales contract, the date of shipment, the date of exportation, or
the date of importation,

Since the cost of the goods to the importer is normally fixed by
the sales contract, the best choice from the standpoint of fairness
and predictability would base dutiable value, whenever possible, on
the invoice price, which implies acceptance of the price at the time
of the contract. Yet, it would not always be feasible to specify the
date of the sales contract beca;se that date is often difficult to
establish and because & time determination is needed for every entry,
not just for those which are the subject of a sales contract. Con-
sequently, a uniform standard should specify a precisely determin-
able time (time of shipment, of exportation, or of importation) and

should be sufficiently flexible to permit acceptance of the contract
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price, regardless of minor intervening price changes, provided there

is timely delivery in due course of trade.

Place

Place 1s particularly impottant in a valuation standard because
of the wide range of values that can result from a given transaction
depending upon the place specified. Alternate choices currently in
use in various countries include the factory or warehouse of the
exporter, the principal market(s) of the exporting country, the port
of exportation, and the port of entry. Determination of the price of
goods at the factory or warehouse or at a principal market in a foreign
country can give rise to considerable administrative difficulty and to
much needless litigation, Unless these places are coincident with the
port of export, the customs officer must verify the inland point and
inland transport and commission charges in the exporting country.
Valuation as of these places would require customs officials to have
an intimate knowledge of current internal market conditions and
ptactices in foreign countries--a knowledge that would indeed be
difficult of attainment, Customs officials are in a poor position to
dispiite declarations made regarding inland transport and commission
costs in the country of export and are often challenged wﬁen they do
not accept the declarations of such costs,

Thus the logical choice of an identifiable place for determination
of customs value narrows down to either f.o.b. port of export or c.i.f,

port of entry, Most transactions in international commerce are made
L
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for importers' acceptance of the merchandise either f.o.b. port of
export or c.i.f. port of entry. These are terminal points for which
commercial documents on marketing charges are readily available to
the customs. Thus, consistency with commercial practice and ease of
administration suggest that a uniform international standard should
value goods either at the port of exportation or at the port of entry.
Either adequately meets the other criteria of simplicity, precision,
predictability and ready availability of needed information.

Because of the differences of opinion as to whether customs
valuation should be made on an f.o.b. or a c.i,f. basis, arguments

for each are included below.

The "f.0.b." (port of exportation) alternate for place.--The

directives of the Committee on Finance’and its Subcommittee were for
"uniform standards of customs valuation which would operate fairly
among all classes of shippers in international trade".

Manifestly, there are difficq}ties involved in achieving fairness
of tariff treatment for like products from different foreign sources,
but such difficulties should not forestall bonafide efforts to achieve
such fairness to the greatest degree practicable. In any consideration
of one system of valuation as against another, the critérion of relative
fairness is of course paramount. Indeed this principle is and has long
been a major cornerstone of both U.S. foreign and domestic trade
policy, as exemplified by our adherence to the most-favored-nation

concept.

23-42% O - T3 - 1Y
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It is appropriate to observe that in considering the fundamental
question of fairness in ﬁhiloaOphical context, the taking into account
of established interests in the status quo--whether the valuation
system under serutiny is based on c.i.f,, f.o.b,, or some other
valuation concept-~is of no relevance. Any valtation system under
consideration should be analyzed on the basis of its inherent,
essential merit relative to other possible systems. 1/

The principle of fairness strongly supports an f.o.b. approach to
valuation. Unlike the c¢.1.f. alternate, which assumes, without demon-
strating, that the dutiable value of imported goods should include all
costs necessary tgiproduce a product and to deliver it to the market,
the f.o.b. alternate includes only those cost elements incidental to
the manufacture or origination of the products themselves, It exerts
no influence on the choice of carrier or port of entry in the country
of importation and does not increase duties because a distant shipper
has had to pay higher transportation costs or give a duty preference
to nearby countéies because of lower transportation costs. In con-
trast, the c.i.f, system, depending upon the product and relevant
economic factors involved, has the tendency of discriminating against
the high cost carrier and of diverting trafiic to ports in the
importing country that are closest to the port of exportation, at

the expense of more distant ports in the importing country.

1/ In this conncection, it 1s also noted that selection of a c.i.f.
system as the basis for the Brussels Definition of Value was apparently
largely a matter of preserving the substance of the customs valuation
systems of European countries involved, rather than a determination
that a c.1i.f. standard was the preferable standard on the basis of merit.
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Finally, and most importantly, the clear effect or tendency of a
c.1.f. valuation system is to favor the nearby supplier and, conversely,
to discriminate against the distant source. 1/ From a producer's
point of view, trangportation costs 2/ are charges over which he has
little or no direct control. He can reduce or eliminate such costs
only by shifting his production facilities closer to the market place.
On the other hand, the costs of production, 3/ although greatly
influenced by the economic environment in the host country, are
susceptible to modification by the producer's introducing efficiencies
whereby productivity can be maximized and unit costs minimized.

The principle of fairness inherent in the f.o.b, valuation system
in respect of the location of near and distant suppliers is effectively
demonstrated by the arithmetical illustratien shown below:

Domestic Contiguous In-between Distant

source source source source
Cost of production $70.00 $46.67 $43.33 $40.00
F.o.b. duty of 50% 0 23.33 21.67 20.00
Cost of transportation 0 0 5.00 10.00
Total cost under f.o.b. 70.00 70.00 70.00 70.00
50% duty on trans- ‘
portation 0 0 2.50 5.00
Total cost under c.i.f. 70.00 70.00 72.50 75.00
Transportation burden ,
under c.i.f, 0 0 7.50 15.00

1/ In this connection it is to be stressed that while c.i.f. data,
and certaln cocst factors embraced therein, are valid and highly useful
for a range of statistical and analytical purposes, they do not validate
the c.i.f. concept for valuation purposes. Such data can be collected
for statistical analytical purposes without imposing c.i.f. as a val~-
uation concept.

2/ The term "transportation costs' refers to the costs incurred on
goods from the port of exportation in the ptoducing country to the
port of entry in the importing country,

3/ The term "costs of production", as used in this sense, embraces all
costs in the foreign country (including profit) prior to exportation,
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In the example shown, the domestic and the three foreign sources are
able to compete on an equal basis under an f.o.b, duty, because the
landed, duty-paid price of the foreign goods, is, in each instance,
equal to the price of the domestic goods. In contrast, under a c.i.f.
duty, only the nearest of the above three foreign sources can continue
to compete in the market place on an equal basis without reducing pro-
duction costs; the two remaining foreign sources, although possibly
more efficient in production, face an increase in their total burden
resulting from imposition of a c.i.f. duty that may well take them out
of ‘the market. They can no longer sell at a competitive price, unless
they are able to reduce their costs of production sufficiently to
offse; the increased duty,

The f.o.b. system of valuation, by being neutral with respect to
transportation and related costs, treats nhearby and distant suppliers
alike. On the other hand, the increased burden resulting from c.i.f.
valuation falls precisely on those producers who must have a lower
cost of production to begin with in order to compete even under an
f.o.b, system. The effect of this discriminatory element in the
c.1.f, system is to bind more tightly together those countries which
are geographically close to each other, at the expense of more
distant countries.

In summary, customs valuations made in accordance with the f.o.b.
alternate would be, to the greatest practicable degree, a neutral
congtant in the duty formula as applied to all classes of traders,

thereby leaving to the ad valorem rate of duty the snle rnla of
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expressing--on a visible scale--the quantum or degree of duty or the

incidence of protection intended.

The c.1.f, (port of importation) alternate for place.~~The

dutiable value of imported goods should include all the costs
necessary to produce a product and to deliver it to the country where
it is to be marketed. Freight and insurance charges are components
of value at the port of entry just as much as raw material and labor
costs and manufacturer's overhead and profit. The c.1i.f. method
values imports closer to the point of competition with domestic
merchandise than does the f.o.b., valuation and thus accords better
with the protective purpose of tariffs., The c.i.f., valuation applies
the same standard to all goods that are landed on the importing
country's shores, Therefore, it leaves undisturbed the cost/price
relationships that would exist among all foreign suppliers in the
absence of a duty.

There is a sharp differential effect on duties and trade patterns
depending on whether valuation is based on f.o.b. port of export or
on c.i.f. port of entry. It should be recognized that, generally
speaking, like products imported from close and distant countries
sell at about the same price in the country of importation.
Ordinarily transpoft costs are higher from a distant than from a
‘nearby country., To remai;'competicive the distant country must
usually have a lower production cost to offset its higher transport

cost. The following corolleries may be drawn from the usual relation-

ships between price and transport cost:
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Imposition of an ad valorem duty based on c.i.f.

I port of entry will result in about the same duties
on similar products of both nearby and distant
countries. It will not ordinarily distort the
natural trading patterns that would exist in the
absence of a duty.

Imposition of an ad valorem duty based on f.o.b.
port of export will ordinarily result in a lower
duty for a product from a distant country than
for a similar product from a nearby country. It
will tend to distort the natural trading pattern
in favor of trade with the distant country and to
the disadvantage of the nearby country.

The following tabulation illustrates the differential effect of
the place of valuation on the imports from near and distant countries.
It will be noted that both the costs of production and the shipping
costs are different for the two countries in the example below. The
higher shipping cost incurred by the more distant supplier is offset
by his lower cost of production, otherwise the more distant supplier
would not be able to sell his product in that market, Both the near
and the distant supplier can lay the product down at the port of the
importing country for $10, thus making them competitive with one
another before the duty is imposed, When the duty is levied c.i.f.,
this competitive relationship is not disturbed. However, when the duty
is levied f.o.b., the original competitive situation is upset, and the
distant supplier has a price advantage in the importing country, since
all of his costs are not included in the f.o.b. valuation.

Production Shipping Landed Landed cost

Country cost cost cost 50% duty including duty
CIilfQ f.o.b. c.ilf! flolb.

Near $9.00 $1.00 $10.00 $5.00 $4.50 $15.00 $14.50
Distant 8.00 2,00 10.00 5.00 4.00 15.00 14.00
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Any protective tariff favors the domestic industry over the foreign
industry, but this is the purpose of a protective tariff. F,o.b.
valuation results in a distortion of natural trading.patterns among
foreign suppliers vis-a-vis each other. Trade tends to be shifted to
the more distant countries which could not ship with c.i.f. valuation
or in the absence of a tariff, With f.o.b. valuation this shift in
trade to the more distant countries results in a less efficient
allocation of world resources than would occur with c.1i.f. valuation.

The inclusion of intercountry transportation costs in dutiable
value may entail a higher dutiable value for goods shipped by air
than for the same goods shipped by surface trangport, When a shipper
elects to use air freight, however, he considers that it is to his
economic advantage to do so. It enhances the value of the merchandise
in the market of the importing country or enables him to make a sale
which he might otherwise lose,

The c¢.1i.f, valuation is more in accordance with commercial
reality in that freight and insurance charges are intrinsic components
of value that bear on the competitive potential of imports just as
much as do manufacturing costs. The use of a valuation other than
c.i.f. distorts the competitive relationship that would exist in the

absence of tariffs.
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Quantity

Theoretically, there are many choices which might be made on the
element of quantity, but practically speaking, there seem to be only
two acceptable choices: the goods may be valued either at the unit
price which applies to the actual quantity under appraisement, or at
the unit price which applies to such goods in their usual or ordinary
quantity, The first alternative 1is simple, precise, and predictable
because it is based on readily available data--the commercial trans-
action price of the goods under appraisement. In addition, it
produces reliable statistics which accurately reflect prices paid
for imported goods. The second alternative, to the extent that it
is actually enforced, insures that all importers of identical goods
receive identical treatment regardless of the quantity imported and
thus might seem at first glance to be the fairer of the two
alternatives, although it disregards the commercial realities of
quantity discounts. A strict and literal enforcement of usual
quantity would produce unpredictable valuations and delays in final
appraisement which would be unfair to all parties concerned. In
practice, the necessity of moving the goods would force any customs
administration to adopt a less than literal interpretation which
would permit acc¢eptance of the transaction price in most instances,
while paying occasional 1ip service to the usual quantity concept.

It seems better to adopt a standard which can be literally administered
as written and which lacks the complexity and unpredictability

inherent in this alternative. Moreover, complaints by U.S., importers

¢
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indicate'ﬁhat‘the use of usual quantity may at times result in the
disclosure of confidential data on priccs to competitors., Thus, a
balanced consideration of all the principles of valuation, including
that of fairness, seems to require that the valuation of imported

goods be based on the actual quantity under appraisement.

Transaction level

The same considerations apply with respect to the choice on the
element of tratisaction level as to the choice on quantity, as these
two elements are closely interrelated. There seem to be ofily two
acceptable choices for the element of transaction level: the goods
may be valued at the level at which they are imporéed, or they may
be valued at the wholesale level regardless of the level of the actual
import transaction. As on the element of quantity, here, too, a
balanced consideration of all the principles of valuation suggests,
for the reasons indicated above under quantity, thaﬁiimports should

be valued at the level of the actual import transaction,

Competitive conditions G A

It 1s axiomatic that cuséoms valuation should be based on prices
reached under fully competitive conditions. The fifth of the nine
principles formulated by the European Customs Union Study Group
explicitly declares that "The system of valuation should protect
the honest importer against unfair competition arising from under-
valuation, fraudulent or otherwise". Article VII of the GATT

specifies that the dutiable value should be the price at which the

4
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goods are sold "in the ordinary course of trade under fully competitive
conditions". Every valuation system considered it Part 11 of this
study at least purports to require a freely offered, arms length,

open market, or competitive price such as would prevail i4n a trans-
action between a buyer and a seller independent of each other. The
element of competitiveness, in fact, is the only one on which all

known valuation standards are in substantial agreement; Any other
choice on this eléQ;;é would be manifestly unfair.

The fact of agreement that customs valuation should be based on
prices reached under fully competitive conditions, in no wa& lessens
‘the difficulties confronting custom administrations in determining a
competitive price. For example, discounts granted for services
‘performed by an exclusive importer, apparently for the benefit of the
exporter, (e.g., advertising, promotion, techhical service, or
servicing of trade-marked goods under warranty) raise doubt as to
whether the transaction price is aqual to a competitive price. On
the other hand, the benefits of such services in the importing
country are inevitably divided or shared, but usually to an indetermin-
able degree, by both parties, so that administrative decisions as to
the portion of the discount, if any, to be allowed may to some extent
be arbitrary and differ from one country to another. Thus, the
element of competitive conditions, on which all countries are
currently in agreement, is at the same time, the' element which is
most difficult to administer uniformly for the increasing number of

transactions between related parties or with an exclusive importer.
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" Uniform international administration

Uniform standards alone would not result in uniform international
customs valuation of imports, Administrative decisions play a
crucial role even under the most positive of present national valuation
systems, Therefore, along with any attempt to obtain uniform
standards, parallel measures should be taken to approach uniform
administration. At a minimum this would seem to involve international
coordination in training procedures for customs officers, periodic
international cohferences of customs officials at the policy-making
level, and the maintenance of an internatishal valuation committee to

issue opinions on disputed points.
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Part IV,--PROBABLE ECONOMIC EFFECTS IF THE UNITED STATES
WERE TO ADOPT THE SUGGESTED SYSTEM OF UNIFORM
INTERNATIONAL VALUATION STANDARDS BASED ON
RATES IN EFFECT ON JANUARY 1, 1972
Introduction

In Part IV, the Commission has made an effort to examine the prob-
able economic effects of the adoption by the United States of the
Commission's suggested system of uniform international standards, while
assuming retention of the rates of duty in effect on January 1, 1972,

Any attempt to analyze quantitatively such probable‘economic ef-
fects must necessarily follow certain steps., These steps, in abbrevi-
ated form, are as follows: First, the effect of the adoption of a new
valuation system on the dutiable values of imported goods must be de-
termined. Second, the effect of the changes in dutiable values on the
duty-paid price of imported goods must be assessed, Finally, the ef-
fect of changes in duty-paid prices of imported goods on imports into,
and production and consumption in, the importing country or regions
thereof must be measured.

This part of the study provides an analysis of some data pertinent
to the first two steps described above. The data show the probable
ef?ect of the adoption of the suggested valuation system on dutiable
value and duty-paid price (termed the price effect) with respect to
individual import entries in a selected group of tariff itéms in the
Tariff Schedules of the United States (TSUS). The methodology followed,
the data used, and the assumptions and limitations involved are
described below.

The probable effects of the adoption by the United States of the

suggested valuation system on the volume of U.S. imports, production,
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hnd consumption could not be quantitatively analyzed. To measure the
éesponsiveness 6f imports to ﬁrice changes, price elasticities of the
demand for imports would be needed, but such elasticities cannot be
calculated because U.S, wholesale price data while extensive are not
available by TSUS item., Similarly, supply elasticities would be needed
to measure the quantitative effect of the adoption of the suggested
valuation systems on U.S. production, but those supply elasticities
cannot be calculated for similar reasons., Although quantitative
measurement thus could not be made, a qualitative (i.e., large,
negligible, etc.) statement as to the probable effects of the adoption
of the suggested valuation system on U,S. imports, production, and

consumption is made where appropriate.

Methodology of analysis

If the Uniteé States were to shift from the present valuation
system to the suggested system with the f.o.b. concept, it would entail
four basic changes. 1/ These are: (1) uniform valuation at the port
of export rather than at a principal market in the country of export
(which may or may not coincide with the port of export); (2) valuation
at the actual quantity and transaction level rather than the usual

wholesale quantity; (3) elimination of the final list; and (4) elimi-

l/ This statement of major changes that would be involved if the
United States were to adopt the suggested uniform standards is not to be
construed as a recommendation for or against their being unilaterally
adopted by the United Staetes. The valuation systems of most countries
contain variations and exceptions from the generally applicable standards
and it is possible that even if the suggested system of standards were
adopted for irternational use the different countries might retain some
of these valuation variations and exceptions.



YR 5 08 W A 8 D, At i . A, 158 S . 1 L W AR AP

150

nation of the American selling price. Adoption of the suggested

system with the-c.i.f. concept would involve the same four changes,

and would, in addition, result in the inclusion of international

freight, insurance, and other intercountry charges in the customs value.

The following analysis of the probatle economic effects of the U.3.

adoption of the suggested valuation system is made by aralyzing the

effects of these changes,
- As indicated above, quantitative analysis to determine the change
in dutiable value and the price effect resulting from U.S. adoption of
the suggested standards was undertaken only for a group of individual
import entries which do not purport to be a representative sample for
which the reliability can be statistically measured. For this purpose
57 TSUSA items were selected by knowledgeable specialists with a view
to giving coverage to important trade items subject to ad valorem or
compound duties at rates reasonably typical of each of the seven tariff
schedules. Within a TSUSA item entry documents were examined only for
the major rearby and distant sources. The basic analysis for probable
effect of adoption of the suggested standards with either the f.o.b. or
c.i.f. alternate covered 1,657 import entries 1/. Several hundred
additional entries were examined for the special analysis of the final

list and American selling price.

1/ The data for individual entries were obtained from three sources:
(1) a ohe-percent sample of original entry documents for one out of every
hundred import entries made in fiscal years 1970 and 1971; (2) copies of
Custorms Form 6431 - reports of appraising officers on individual entries
in 1967-71 involving questions of appraisement; and (3) Bureau of Census
Form 1812--customs officers reports on individual entries made in 1969
for the joint Bureau of Customs-Bureau of Census f.0.b.-c.i.f. study.
This study is described in the Bureau of the Census publication

(footnote continued on following page)
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The first goal of analysis was to determine what the dutiable value
for the entry would be under the f.o.b. and the e.i.f. alternates of the
proposed standards. Valuation under the proposed standards is based on
the purchase price in an open market transaction. From the documentation
available on individual entries (including among other things the
commercial invoice, pro forma invoice, and customs invoices with cus-
toms officer's adjustments to arrive at dutiable value) it was usually
possible to calculate a transaction price f.o.b., port of export.
Transaction prices on a c.i.f, port of entry basis could be determined
only for those entries where the goods were sold on a c,i.f. basis.
Reported transaction prices adjusted to an f.o0.b. port of export and
a ¢.i.f, port of entry basis were taken as the dutiable value under
the f.o.b. and c¢.i.f, alternates respectively.

Changes in duties payable were then calculated by applying the
rate of duty to the dutiable values under the two alternates of the
proposed standards and comparing these calculated duties to duties

payable under existing valuation standards. Similarly, the changes in

U.8. Foreign Trade, Highlights of Exports and Imports, FT 990-T1-h,
April 1971.

Only a portion of the entries from the one-percent sample con-
tained sufficient documentation for analysis. Among the usable entries: .
650 were analyzed. For most TSUSA items from a particular country,
less than 10 entries were available from the one-percent sample and all
were included., Where more than 10 entries were available, the first 10
in sequence of filing were used. (There was no particular sequence in
filing within a TSUSA item.) About 750 entries were examined from the
Form 6431 in the same manner as those from the one-percent sample.

There were about 250 entries from the selected countries and TSUSA items
for which data were available from the Bureau of Census Form 1812; all

vere analyzed.
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landed duty paid price (price effect} under the f.o.b. and c.i.f.
u]ternateé were measured by adding thernnlculuted duty under each
alternate to the ¢.i.f, price and comparing them to the landed duty
paid price under nxisting'stundnrds.

’

" Limitations of analysis.--There are several obvicus shortcomings

to the methodeolopy outlined above, As previously indicated, the muin
analysis i{s rconfined to only 1,657 individual import entries in 57
TSUCA items, whicl dc not purport to Le u representative sample ¢f all
tems asublect to ad valorem or compound duties,

A cecond shorteoming rests in the procedure of using the reported
commercial trunsaction price in ull entries as the sturting point for
caleulation of dutiable values, The rroposed standards call for use of
open-market. transactions, or prices that would prevail in an open
market transaction. A small proportion of the entries examined, nsti.
mated at less than 15 percent, were probubly nol ojen-market trans-
actions. 1/ “ome of these reported trunsgction prices were undoulitedly
either nominal or did nct, for one reason or another, reflect an open-
market transaction price, Such reported transaction prices would not,
of course, be uccepted by customs officers as open-market transaction
prices for determination of dutiable value under actual operation of

the proposed system. 2/

1/ This estimate is based on the fact that in a little over 85 percent
of the entries examined and not subject to ASP or the final 1list, the
Bureau of Customs accepled the reported commercial transaction price as
the basis for valuation with additions of dutiable charges or subtrace
tions of nondutiable charges to arrive at dutiable value.

2/ Evidence of the bias introduced by accepting all reported trans-
action prices shows up in the appearance of reductions in dutiable value

(footnote continued on following page)
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A further limitation with respect to calculations of the landed
duty paid price lies in the assumption that changes in duty will be
passed on in their entirety tc the huyer. In reality, either the
exporter or the importer may absorb part or all of a 4uty change
depending on his profit margins and ability to change prices. Further-
more, either producers or consumers may react to such price changes as
may occur with changes in amounts offered or purchased thus resulting
in a new price,

In summary, there are obvious shortcomings not only to projecting
conclusions beyond the individual entry but nlso to accepting the
calculated changes for that entry without recervation, Despite these
reservations the data are probably at least indicative of the extent of
chunge in dutiable value and price ef'fect of adoption of either of the
alternates under the proposed standurds., FEesults of the analysis of
individual import entries are presented in Appeniix K, tsbles 3-6, and
referred to in following sections relatine to adoption of the f.o.bl.

and c.i.f. alternates of the propcsed standards,

under the c.i.f. alternate in 30 of 661 entries not subJect to ASP or
final 1ist. UZince reductions in dutiable value for such entries are
highly unlikely under the propnsed standards, it is chvicus that
dutiable values for most of these 30 entries, as well as for some
others, are understated. Reported transaction prices may also be
higher than an open-market price (e.g. if profits of a multinational
firm are to be retained abroad for tax purposes) and some such trans-
action prices may have been used in calculating dutiable value under
the proposed standards. The special analysis relating to elimination
of American selling price attempts to make an adjustment for use of
non-arm's length transactions.

4220 N 1
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Composition, peographic origin and port of entry
of U.S. import trade in 1979 '

‘'ype of duty.--Table 1 in Appendix X shows for each TSUSA part, the
average ad valorem equivalent for ad valorem and numpoupd duty items and
the dollar value of U.S. imports for consumption, by type of duty, for
1970, If '3, imports for consumption amounting to $39.8 billion in
1970, $17.7 villion, or 4h.4 percent, carried u compound or ad valorem
duty and had an average ad valorem equivalent of 11.h percent. Ancther
$9.5 billion, or 23,9 percent, carried a specific duty, and $12.6
billion, or 1,7 ypercent, was free of duly, Custoums valuation is, of
course, most relevant to imports sublect to ad valorem or compound
duties. If the United States were to convert its specitic duties to
ad valorem duties, customs valuation would have particular relevance to
over two~thirds of U.S, imports ne opposed to Ul percent at present.

The following tabulation summuarizes the relative signiticance of ad

valorem and compound duty imports by schedule,
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U.S. imports for consumption, imports subject to ad valorem and com-
pound duties and their average ad valorem equivslent, by Tariff
Schedule, 1970

¢ Imports ; Ratio of : Average
! tsubject to:ad valorem: ad valorem

: Total :ad valorem: and  : equivalent
Schedule :imports: and : compound :of ad valorem
H : compound : rates :and compound
: : rates : to total : rates
:Billion: Billion : :
:dollars: dollars : Percent : Percent
1, Animal and vegetable @ : : :
productsecemcccccacaa: 6.8 : 0.7 : 11.0 : 10.2
2. Wood and paper----e---- 2.7 ¢ 0.6 : 20.7 : 10.4
3, Textilesecomemmmococman: 2,4 2.0 83.6 : 26.0
I, Chemicalgeeeeevacmmcaaa: 4,5 0.7 @ 15.0 : 12.h
5. Ceramic and related : : : :
product gemmememeenana" : 1.2 0.6 : L7.5 15.1
6. Metal productgee=e==w==: 17.0 : 9.6 : 56.3 : 7.5
7. Sundry products—e-ee-==: 3,6 : 3.3 : 90.h : 13.1
Total 1/emecmnean- 1 39.8 : 17.7 ¢ W b 11.h

1/ Total includes schedules 8 (special classifieation provisions) and
9 Tlemporary modifications) witn $1.1 billion entering duty-free and
with $0.4 billion not ciassified by type of duty

Source: Adapted from table 1 in Appendix X,

In terms of the value of imports subject to compound and ad
valorem duties, schedule 6 is the most notable, accounting for over
half of all such imports. However, the average ad valorem equivalent
of the rate of duty on such imports is lower for schedule 6 than for
any other schedule. The 7.5 percent rate of schedule 6 compares to
26.0 percent for schedule 3. In'general, schedules 3, 5, and 7, with
a high proportion of the items subject to relatively high gd valorem
duties, have the greatest potential for being affected by a change in

the valuaticn system.
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Country of origin.--Over three-fourths of all U,S5. imports subject

rto ad valorem and compound rates of duty in 1970 came from Japan, Canada
or countries in the enlarged European Community (the original six plus
United Kingdom, Ireland, and Denmark). Japan was the largest single
gource accounting for 29.2 percent of the total. Canada accounted for
10,0 percent of the total, Countries of the BEyropean Community as
presently constituted accounted for about 37 percent. Table 2 in
Appendix K shows U.S. imports for 1970 subject to ad valorem and com-
pound duties by country or area of origin and by TSUSA part. The
following tabulation summarizes this information,

U.S. imports for consumption of articles subject to ad valorem
or compound duties, by country or area of origin, 1970

: : ¢ Average
Country or area of origin ! Value a‘:i:ago :ad valorem
¢ . tequivalent
: Billion : :
: dollars : Percert : Percent
o117 7SO 1.8 : 10.0 : 6.7
Mexico-- - — S .38 2.1 : 12.4
Caribbean e e e —— : 1 W5 1h,2
Other Western Hemisphereeaaceeamecaaa; 2 1.3 ¢ 9.8
United Kingdom and Irelan@eeemcaceen.: 1.3 7.3 9.8
Furopean Economic Community---------- : 5.0 : 28.7 : 9.8
Scandinavig~—mewecoccmacmm e : .6 : 3.h 9.0
Other Western furope----=-sceececccax : 6 3.5 ¢ 14,3
Eagtern Europes~=wcecccccmcccnccncacan; 3 1.k 10.%
Japan - - ——- 5.1 ¢ 29.2 : 12.1
Other Asja--ceccmccccccmcmanncncccaaes : 2.1 : 11.9 : 17.9
Australia, New Zealand, and Oceanig--: I A Ao 11.2
Africa- -—- - 1 3¢ 8.9
Total and/or average----e----=ee : 7.7 :  100.0 : 1.k

At

Source: Derived from Appendix K, Téble
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The average ad valorem equivalent of U,S5. imports subject to
ad valorem and compoﬂnd duties from these world arcas ranged from 6.7
percent for Canada to 17.9 percent for Asian countries other than
~Japan. The bulk of the entries ffom Canada are in metal manufactures
in schedule 6 at relatively low rates whereas the bulk of the entries
from Asian countries other than Japan are in textiles in schedule 3
and sundry items in schedule 7 beuring much higher rates of duty. It
is perhaps coincidentul that the countries whose exports to the United
States pay the highest average ad valorem and compound duties are
farthest from the United States, and the country whose exports pay the
lowest duties is the closest., Average ad valorem and compound rates
for imports from Japan and the major countries of Western Europe are
close to the overall average of such rates and range generally between
10 and 12 percent. Average ad valorem equivalents in 1972 were lower
than those shown for 1970 because of further reductions in the staged
rates of the Kennedy Round made on January 1 of 1971 and 1972.

£
Ports of entry.--CusﬁQ!‘ regions with ports of entry primarily on

the east coast of the United'States account for about 55 percent of
U.S. imports whereas those with ports primarily on the west coast

receive about 17 percent based on general imports in 1970,
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\ U.S. general imports, by Customs regions, 1970
: U.S. general : Portion of
Customs region : {mports . total
: Billion :
: dollars : Percent
Boston .- - -t 5.7 1.3
New York -t 10.1 ¢ 25.3
Baltimore - : 3.9 : 9.8
Miami - - - 2. ¢ 6.0
New Orleans- : 1.6 : k0
Houston - : 1.8 : h,5
Los Angeles - 3.3 : 8.3
San Francisco-- : 3.6 9.0
Chicago - ——— 7.3 : 18.3
Special transactions not : :
classifiable by regionse=-=e—=a: 3¢ .6
Totalecomemcmmm e e aeae : 40.0 : 100,0

Source: Bureau of the Census, Highlights of U.S., Export and Import
Trade, December 1970,

The Chicago region with major ports on the Great Lakes accounts for
about 18 percent and the two regions with major ports on the gulf
coast together account for only about 10 percent.

Except for the Chicago region, it is believed that these pro-
portions are fairly representative of imports of items subject to ad
valorem and compound duties at these four customs frontiers of the
United States., The Chicago region is less important for such imports
than indicated, since Canadian entries predominate in that region and

only about 16 percent of imports from Canada are subject to ad valérem

or compound duties.
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Probable Economic Effects Associated with U.S. Adoption of the
Suggested System of Uniform International Standards with
" the f.o.b. Alternate

Effects resulting from specific changes
in the standards :

Four specific features of U.S., valuation standards would be elimi-
nated under the proposed standards with either alternate, They are the
principal market and usual wholesale quantity concepts applicable to all
entries and the final 1list and American selling price standards applica-
ble to specified articles only, Analysis of the latter two features
entailed examination of import entry documents applicable to these
named articles in addition to the aforementioned individual entry
analysis for 1,657 entries. Whereas these four features would be elimi-
nated under either alternate of the proposed standards, they are the
major features involved in a change to the f.o.b. alternate of the pro-

posed standards,

Eiimination of principal market.--Customs valuation under the pro-

posed f.o.b, alternate will be affected whenever the price of the mer-
chandise at the principal market differs from the price at the port of
export. Where the price at both places is the same, or where the two
places coincide, there will be no change. In a competitive situation

the difference, if any, will be equal to the freight, insurance,

commissions, and other charges necessary to move the goods from the

principal merket to the port of export.
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Of the 1,657 entries analyzed in Appendix K, table 3, ﬁhe,
principal market concept contributed to the difference between customs
value and the price f.0.b. port of export in only 39 of these entries.
There may have been additional entries, however, where the principal
market was the reason for the difference but could not be identified as
such from available documentation., In all 39 entries, eliminating the
principal market concept would mean an increase in dutiable value,
although part of the increase in some instances would be due to elimi-
nation of the final 1ist, These increases would range from 0,2-13.6
pércent, vith a median increase of 3.6 percent. FExamples of entries
which would show large increases in dutiable value are: bound blank
books and diaries from Japan (8.3 percent); certain iron and steel
sheets from Western Germany (10.dpercent); certain automobiles from
Italy (13.6 percent); and motorcycles from Italy (11.4 percent). The
increases in the duty-paid price would range up to 0.8 percent with a
median increase of 0.1 percent. Among the 1,657 entries analyzed,
differences in dutiable value from elimination of the principal market
concept would be confined to a small number of entries, and the price
effect would in most cases be negligible.

Elimination of usual wholesale quantity.--In statements made at

the public hearings and in written briefs submitted subsequently, it
was maintained by some that switching to the proposed f.o.b. alternate
based on actual quantity and transaction level, instead of on the
present usual wholesale quantity, =ight tend to discriminate against

the smaller retail importer, because such importers usually buy in
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~ small quantities. Among the 1,657 entries analyzed, there was no
instance intwhich a difference between the customs value and the price
f.0.b. port of export could be identified as being due to valuation in
~ the usual wholesale quantity. This result was to be expected since
deteraninations by customs with respect to usual wholesale quantity are
based on sales of the particular foreign firm from which the article was
purchased, A particular firm generally caters to U.S.ycustomers at a
particular quantity and transactiop level; thus customs is generally
able to accept a sale by that firm as being at the usual wholesale
quantity, even though it may happen to be at the retail level, Cince
the actual transaction price is accepted as the price for the usual
wholesale quantity in the vast majority of nontourist entries, there
could be little effect on such entries from elimination of the usual
wholesale quantity concept. Most tourist expenditures are duty-free
in that they do not exceed the duty-free allowance, which is currently
based upon actual purchase price. An adjustment in dutiable value for
usual wholesale quantity is made for tourisﬁ expenditures in excess of
the duty-free allowance. Higher duties that would result from the use
of actual purchase prices to determine dutiable values for tourist -
expenditures in excess of the duty-free allowance (rather than the use
of the value for the usual wholesale quantity) wouwld tend to curtail

tourist expenditures for items subject to ad valorem or compound duties.
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Flimination of the final list.-~Since the Customs Simplification

Act of 1956, customs value for most articles has been based on their
value for export to the United Btates (as defined by export value in
section 402 of the Tariff Act of 1930, as amended). Prior to the
Customs Simplification Act of 1956, customs value for most articles was
based on a dual standard of the higher of value for home consumption

in the country of export or value for export to the United States (as

defined respectively under foreign value and export value in section

402a of the Tariff Act of 1930, as amended).

This dual standard was retained in the 1956 Act for a so-called
final 1list of classes of articles for which the standards in section
402 would result in the commodities being valued at 95 percent or less
of the values they were actually appraised at in fiscal 1954, (See
section on Valuation Methods Employed by the United States in Part I.)
Stated another way, the final 1list is made up of classes of articles
which in terms of 1954 fiscal year values would have a unit value
lower by at least five percent if valued under the appropriate standard
of section 402 than they would have if valued under the appropriate
provision of section 402a.

As Qould be expected, since that date there have been many changes
in pricing practices of expo;ters affecting the commodity make-up of

articles sold at a lower price for export to the United States than in
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Iy

their home market. 1/ Thus, a question ariseé as to the extent to which
present pricing practices for final list articles depart from thosfe which
prevailed in 1954, A study made by the Bureau of Customs based updn
imports in April and September of 1965 indicated that the list had ali‘ﬁﬁl
completely lost its intended purpose. The study is summarized in the

following table. The section 402a values are the actual dutiable values

_as appraised (with the primary dual standard of the higher of foreign

value or export value). The section 402 values are what the dutiable

“values would have teen if appraised under the li02 standards (with the

primary stendard being export value).

1/ Recognizing that a list of imports based on differences in value
for export and for home consumption in fiscal year 1954 might not have
much relevance to such differences in subsequent years, the original
Customs Simpliflcatlon bill proposed to revise the list on a yearly
basis for four years subject to Congressional approval and if upon com-
pletion of the fourth list Congress did not act, the final list would
be eliminated. 1In the form finally enacted as the Customs Simplifi-
cation Act, the original list based on entries in fxscal 1954 was made
permanent.
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Comparison of customs value of final 1ist imports as actually appraised
under section 402a with indicated value if these items had been
appraised under section 402, April and September 1965.

: Total :Total value :Total value: Difference

: customs : of final ¢ of final :(column 3 minus

: value :list imports:list prod- : column 2)
Month

: of : as + uets if

¢ all : appraised : appraised Value 1/ Share
: imports : under L02a : under L02 : :
: Million : Million : Million : Million :

: dollars : dollars : dollars : dollars : Percent
April-----------~; 1,820.7 , 2.1 140.1 : («) 2.0 : : (- ) 1.h
September-------- : 1,794.9 131.6 : 127.7 : (=) 3.8 : (-) 2.9

Totalewmmmmme==: 3,615,6 ¢  273,7 : ... 267.8 : (-) 5.8 : (=) 2.1

.
.

1/ The differences in value between the two provisions are a composite
of the increases and decreases shown below in millions of dollars:

April 4,6 September (

(-) -)
(+) 2.7 (+)
(-) 2.0 (Rounded) (-)
Source: U.S. Bureau of Customs.

Nete: Total may not add due to rounding.

While the final list was originally intended to include only
those products’ which would have been appraised at least 5 percent lower
under section 402 standards, it was on the average only 2.1 percent
lower for the months of April and September 1965. The tabulation indi-
cates that in those months, many products would have been appraised
higher under the 402 standards than under the 402a final 1ist standards.
The Treasury Department and the Bureau of Customs have continued study-
ing the significance of the final list in terms of difference in dutie
able value and additional workload, but nothing has been published since

the 1965 study.
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To develop more current information to appraise the economic
effect of elimination of the final 1list, the Tariff Commission has
examined customs and commercial documents for 256 import entries
appraised under the final list standards. The entries were taken
from documents covering imports in 1969~T1 from 19 TSUS cr TSUSA
items on the final 1list. 1/ The 19 items selected consist of impor-
tant final 1ist items subject to typical rates of duty in each of the
seven schedules. Within an item all available entries under the
analyzed. Determinations were made for each entry with respect to the
changevin dutiable value and price effect that would result from
dropping the final 1ist and basing dutiable value on the transaction
price, f.a.s. port of export. 2/

All entries in 10 of the 19 TSUS or TEUSA items showed no change
in dutiable value if the final 1list were eliminated. Fighty-one
entries in seven of the items showed an average decrease in dutiable
value ranging from 0. percent for certain glass rods to 6.5 percent
for certain baked goods. One hundred seventeen entries in two items
zzowed an increase in dutiable value if the final list were eliminated:

7.k percent for automobiles and 1.8 percent for synthetic rubber.

1/ Although the final list is not expressed in terms of TSUS or TSUSA
descriptions, all of the entries were appraised under final list stand-
ards.

2/ The method involved inclusion of changes resulting from dropping
principal market and usual wholesale quantity concepts of present stand-
ards; however, for the entries examined virtually all of the change
resulted from dropping the final 1list.
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Automobiles are generally appraised under the cost of production
standard of section 402a, in which statutory values are partly based
on costs and profits on sales in Lhe home market for the preceding
year, Thus, there is a time lag on costs and profits and, in addition,
profits on sales in the home market are often lower than profits on
sales for export, The lower customs values for automobiies in recent
years is, of course, a result directly ouvpczite from that intended

when sutomobiles were originally placed on the final iist, Automobiles

not ‘only accounted for a major portion of the value of selected entries

in the 19 items studied but they account for about halfl of all entries
subject to final list valuation,

Erosion of the intended effect of final list valuation i{s apparent
throughout the list and affects many items other than automobiles., 0On
the other hand, a small portion of the entrics valued urder finnlwlist
standards undoubtedly have a dutiable value more than 5 percent higher
than if such entries were valued under section hQ? standards, GCome of
these entrics are in item numbers whereéénly a frnqtion of the item is
subject to final list valuation, Whilegthe Tariff Commission had made
no special study of such entries apart from certain entries in the 19
items listed in table 7, unpublished information indicates that f'inal
list values are materially higher than values under section 402 stand-
ards for a few‘products from certain countries, Among these are cer-
tain shipments in the following items:

309:43 + certain non-cellulosic staple fibers;

310,01, 02, 10 and 11 - certain rayon filament fibers;



310,40 and 50 - certain spun yarns;

35,30 - polyethylene resins;

661,90 - certain centrifugal machines;

€80.35 ~ certain ball and roller bearings and parts;

T23.30 - certain sensitized paper for photography; and

T772.51 « certain pneumatic tires and tubes.

The change in customs value apart from u consideration of rate of

duty is not necessarily indicative of the economic effect of eliminat-

irg the final list. About L0 percent of all finnl 1list merchandise is

now free of duty; eliminstlon of the list would have no eccnomic effect
on such merchandise, As previously indicated, the chenge in the duty-
‘paid price, shown in the last column of table 7, takes into consider-
ation the effects of both valuatiorn changes and the rate of duty und
shows the maximum price effect o elimination c¢f the final list for
the entriee studied. While the change in dutiable value with elimi-
nation of the final list for the 19 items studied would range from a
decrease of £.5 percent to an increase of 7.4 percent, the price effect
for those items for which that effect could be determined would‘range
from a decrease of 0.l percent to an increase of 0.0 percent., There
would be no price effect for the 10 items which showed no change in
dutieble value,

Elimination of American selling price.--Imports of commodities

sutject to American selling price valuation had a reported dutiable

value 6f‘$362.3 million in 1971 or 0.8 pefceﬁt of totel imports for

N



168

tnat year, l/ The major category was benzenoid chemicals, equaling
about 01 percent of such imports. The romainaer included coertain
categories of footwewr (8.0 percent) and canned clams (0.6 percent),
Certain wool knit gloves are nlso subject to American selling price
valuation but there were no imports in 1971,

Benzenoid chemicals.--Imports of benzenoid chemirals had a

dutiable value of $#331.7 million in 1971, West Uermany and Japan being

the major suppliers., These chemicals nre provided for in part 1 of

schedule b of the Tariff Ichedules of the United Dtates, Dubpart A

covers berzenold crudes, all of which are duty-free and therefore need
not be considered herei subpart B provides for all benzenoid chemicals
not covered by subipurts A or €} and subpart C provides for certain

finished chemicals. All but one of the products provided for in sub-

-

parts B and ¢ are subject to ad velxrem or compound rates of duty, 2/

As explained in part 2 of this study, the dutiable vaiue of

3

"competitive" benzeboid imports is the American selling price of the

competitive U,3, pr%duct, while the dutiable vanlue of "noncompetitive"
benzenoid imports ié determined if possible, under United States value,
If the special valuation provisions for benzenoid chemicals were
eliminated, American selling‘price would no longer be used for valuing
competitive imports, United States value would lose its preferred

position for valuing non-ccmpetitive imports, and export value (or

1/ This total includes imports subject to, but not appraised under,
American selling price because of a daetermination by the Bureau of
Customs that they are non-competitive. ‘

2/ The exception is TSUSA item 1405.0500, trinitrotoluenc valued over
15 cents per pound, which iz duty-free., This item was added to the
Tariff Schedules of the United States, effective January 1, 1972,
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foreign value! would become the primary standard to be applied to all
imports. Rased on past experience with other parts of the tariff
schedules, preducts appruised under the forcign or export value stand-
ards wonld account for about 80 percent of the dutiable vnlue of
benzenoid imports, if American selling vrice were eliminated, ruther
than the €.,5 percent which such products nccounted for in 1071,

In the discussion which follows, Lwoe percentures e used ns
1} H

rough approximations of the effects of eliminating American selling

price nﬁd basing vnluution of benzenoid chemicals on the transaction
price f.o.b, port of export: (1) the percent d4ifference between
current dutiable value and invoice or f.o.k., price l/ nnd () the
percent change in the lunded, duty-paid price that would regult if
1972 rates of duty were applied to the inviice price insteud of to the
current dutiable value., These percentages can he regarded as frairly
exact indications of “he effects of eliminating American selling price
only if the invelce price is substantially equnl to tlhe arm's-length
transaction price f.o,b, port of export,

One difficulty with the use of invoice prices (but not f.o.b.
prices) is that the invoice price, in the cuse of any given entry, may
be an ex-factory price, an f.o.b. price, a ¢.i.f. price, or hﬂ;rice

qucted on some cther basis, and thus may differ from the f.o.b, price.

1/ The f.o.b. price was used whenever it could te determined from
- available documentation; otherwise the invoice price, which is some-
tines termed the foreign invoice value, was used. Hereafter, the term
invoice price will be used to mean either invoice or ~.,0.b. price,
unless the context clearly indicates otherwise.

W azevr 1342
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However, any difference between the invoice price and the price f,o.b.
port of export will usually be small compared with the difference:
between inveice or f.o.b., price and American selling price or United
States value.

A more serious difficulty with the use of invoice (and f.o.b,)
prices occcurs in transactipns between related companies, where the

invoice price may be purely nominal, This type of transaction accounts

B

and more than 90 percent of the invoice value of all imported dyes.
Invoice prices in non-arm's-length transactions may be either higher or
lower than truly competitive prices. Thus, in the case of entries now
appraised under American selling price or United States value, the
percent difference between dutiable value and invoice price and the
percent change in the landed, duty-paid price based on the invoice
price can be used as rough indications only--not exact determinations--
of the effects of eliminating American selling price valuation. 1/

The data in the following tabulation show the percent difference
between dutiable value and invoice price for all benzenoid products
imported in 1971 for which data are available, The invoice price,
according to the tabulation, averaged Lk,0 percent less than the duti-

able value for entries appraised under American selling price, 1L.5S

1/ The best way of determining this effect would be to have customs
appraise under the export or foreign value standards representative
entries already appraised under American selling price or United States
value, This procedure was followed in determining the converted rates

~of duty which vere published in July 1966 (TC Publication 181) in
response to a request from the President. Pertirent data from the 1966
study were used in compiling a tabulation showing estimated changed in
median customs value and in median duty-paid cost if ASP were eliminated,

[

¥

jfor more than half of the total invoice value of all benzenoid imports
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percent less than the dutiable value for entries appraised under
United States value, and 0.3 percent more than the dutiable value for
entries appraised under export value. With one exception, the average
difference between dutiable value and i;yoice price shown for each
product group or individual TSUSA item listed was greatest for entries
« appraised under American selling price and smallest for those appraised

under export value.

e



Benzenoid chemicals subject to ad valorem or compound rates of duty:
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futiable value

of all imports, percent of customs value represented by entries for which informa-
tion on competftive status is available, and average difference between dutiable
value and invoice price, by valuation standard, total and by product groups, 1971

: :Percent difference between dutiable
: value and invoice price
¢ Dutiable: : : Compet- :
Product group value :Percent : All it?vc : Nonz:Tg?:;tive
: of all :coverage:entries: entries :
: entries : : (American: (United:
: : :gelling Statcs:(sigﬁi;
- : : : : price) @ value):
. M1 11100 . : : : :
. dollars . : : : :
Subparts b and C (403.0200- : : : :
e . 409.0000) - - ermecnncacanan: - 3317 791 <3184~ - =440 1 < d;5 - 0.3
Subpart B (403.0200-.9000)--: 128.6 79 : -36.5: -43.1 : -14.4 : -0.2
Cyclic compounds, : : Co : :
n.s.p.f. (403,6000)--~--: 97.1 76 : -39.9 ¢ -48.1 : -12.0 -0.4
Subpart C (405.0400- : : : :
409.0000)----v--vermcu-: 203.1 ¢ 79 : -28.8 : -45,1 ¢ -14.6 0.5
Dyes (406.0200-.6000 : H : : :
and 406,8000)--~~~~-=- : 93.1 92 : -33.7: -53.4: -16.3: -1.9
Dyes, n.s.p.f. : : : : :
(406.5000)~------eceeu=: 76.2 93 : -32.8: -55.9 : -15.6 : 0.2
Explosives (405.0400 : : : : : :
and 405.0600)-+---cccn- : 1.0 : 0: - - - -
Flavor and perfume : : : : :
materials (408.0500- : : : : :
408.8000)--«---ccocrucn- : 8.4 0 : -22.4 :1/ -21.8 : -38.0 : -2.6
Medicinal chemicals : : : : :
(407.0200~,9000) - -~~~ : 43.0 63 : -28.7 : -42,1: -5.2: -0.1
Drugs, n.s.p.f. : : : : :
(407.8500)---comemmnmr-g 36.2 : 60 : -26,0 : -40.0 : -5.5: -0.1
Pesticides (405.1500)----- : 19.6 : 60 : -5.4: -37.8: -4.2: 0.7
Pigments (406.7000)-<-<=-~ : 13.0 : 90 : -24.9 : -45,5 : -13.1: 0.0
Plastics materials : : : : : :
(405.2500)--~-=-=-ceveoe : 17.4 : 68 : -29,2 : -34,6 : -13.2 : 2.1
Miscellaneous finished : : : : :
chemicals (405.1000, : : : : :
.2000, .3000-.5500, and : : : : : :
409.0000)~----e-cccccnnn : 7.6 : 66 : -18.4 : -36.2 : -20.1: 0.0
1/ If entries of nne autypical product are excluded, invoice prices average 47.9

percent less than ‘lutiatle values.

Source: Compiled from official statistics of the U.S. Department of Commerce and
from data furnished to the Tariff Commission by the Bureau of Customs for use in
connection with the Commi;sion's annual publication, Imports of Benzenoid Chemicals

and Products. ‘
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The next tabulation summarizes data on the percent difference
between the present dutiable value and the invoice price, and on the
percent difference between the present duty-paid price (based on 1972
rates of duty) and the duty-paid price that would result if 1972 rates
were applied to the invoice price, for 178 selected entries from TSUSA
items .403,6000, 406,5000, and 407.8500. Imports classified in these

three TSUSA items amounted to $209.5 million, or (3 percent of the

——dutiable-value-of-all-benzenoid products: imported tn-1971:" The most="""""" "~

favored-nation rates of duty applicable to these items, effective
January 1, 1972, are 1.7 cents per pound plus 12.5 percent ad valorem
for 403.6000 and 407.8500 and 20 percent ad valorem for 406.5000. ‘ihe
178 selected entries 1/ do not purport to be a statistically repre-
sentative sample but provide at least a cross-section of benzenoid
imports insofar as they show a wide range of variations in quantity,
unit price, and difference between dutiable value and invoice price.
According to the tabulation, the invoice price of 93 entries
known to have been appraised under American selling price ranged from
93 percent less to 1kl percent more than the dutiable value. The .
invcice price of only 5 of these entries was higher than the American
selling price; in all other instances the invoice price was lower,
The median difference between dutiable value and invoice price was 49
percent for entries classified in 403.6000, 54 percent for those in

- 406.5000, and bk per~ent for those in 407.8500. The corresponding

;/ Selected from variqus sources, including the individual entry
analysis for the three benzenoid chemical items shown in table 3,
Appendix K.
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median difference in duty-paid price would be 9 percent for 403.6000 and 407.8500
and 12 percent for 406.5000, |

Selected entries of benzenoid chemicals under TSUSA items 403.6000, 406.5000, and
407.8500: Percent difference between current dutiable value and the invoice (or
f.0.b.) price; and percent difference between current duty-paid price (based on
1972 rates of duty) and the duty-paid price that would result if 1972 rates were
applied to the invoice price, by valuation standard 1967-T1

Difference between current
duty-paid price and duty-paid

Difference between current
dutiable value and

*s ‘ee e e

TSUSA : invoice price price based on invoice price
1tem ; g;' ‘  Range | Median ‘ gg' ! Range  ° Median
L ientries; (Pereent) - (‘""“""”)i‘eﬁtf{éé:"“‘1"*"“"")‘"“:""(”pm‘“”" o
f Selected entries appraised under American selling prices
403,6000-~vaemmma : 45 :-82.5 to ~1.0 : -h8.7 32 :=29.0 to 0.1 : -8.9
406.5000===mmmunx: 28 :=72.1 to 143.9 : -53.,5 : 13 :~23.7 to 10.3 : «11.7
407 .8500=m=mcmuan : 20 :-92.5 to 1h.,9 : bl e 7 :=17.0 to -5.5 : -9,0
f Selected entries appraised under United States value
403 .6000-w—mwmmn= : 9 : -28.6 to 40.8 : -9.9 : 2 : 2,2 to -0.1 : -1.2
406 .5000~mnuauus : 19 : -19.h to 8.7 : -13.0 : 8 :-3.3t0 1.b: -0.7
407.8500-cccmauan: 13 : -25.4 to -2,9 : -8.3 3 ¢ -2,1 to -0.7 : -1,2
: Selected entries believed to have been appraised under
: American selling price or United States value
b0306000 -------- H h :‘hToh tO -Z{oo : "3807 H h :"8'7 tO "308 : -602
406.5000-~~wuuux: 7 :-62,1 to 20.5 : «14.5 b :-20.9 to 0.7 : =127
407 .8500-=ccmeaux: b :-55.9 to ~T.h : -21.3 : 3 :-12,3 to -1.9 : -3.8
: Selected entries believed to have been
: appraised under export value
403.6000-c~cmcuca : 1k 0.0 to 0.0 : 0.0 : 13 : 0.0 to 0.0 : 0.0
406.5000-=-=cccax: 3 0.0 to 0.0 : 0.0 : 1: 0.0to0.0: 0.0
407 .8500~~wcnuuau : 11 : 0.0 to 0.0 : 0.0 : l1: 0,0to0,0: 0.0
f Selected entry appraised under foreign value
406.,5000-m=m=aeum : 1 :=bh .8 to -bk.8 : =44 .8 0: -t -

Source: Compiled from data furnished to the Tariff Commission by the Bureau of
Census and the Buresu of Customs.
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The invoice price of 41 entries known to have been appraised
under United States value ranged from 29 percent less to 41 percent
more than the dutiable value. The invoice price of only 4 of these
entries was higher than the dutiable value; in all other instances
the invoice price was lower. The median difference between dutiable
value and invoice price was 10 percent for entries classified in

403.6000, 13 percent for those in 406.5000, and 8 percent for those

_.in 407.8500. . The corresponding median difference in-duty-paid price-- - -~ - - - -

would be about 1 percent for all three TSUSA items.

The percent change in dutiable value and in duty-paid price may
vary greatly for different products classified in a single TSUSA item.
Unpublished data on individual entries included in the tabulation show
that the invoice price and the percent difference between dutiable
value and invoice price of a single product may vary considerably for
different entries from different countries and even for different
entries from the same country. Thus, even if allowances are made for
the deficiencies of invoice prices; 1t appears that no method of rate
conversion can guarantee that the duty burden imposed on individual
entries and the protection afforded domestic producers on individual
products would continue even approximately unchanged if American
selling price were eliminated.

The foregoing analysis méde no adjustment in invoice prices to - -
take account of non-arm's-length transactions. The following analysis
and tabulation takes this into account, as indicated in the footnote

to the tabulation, and shows, for selected enuvries classified in TBUSA
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items hOB.GOOO, 406.5000, ané 407.8500 and appraiseﬁ under American
selling ﬁ?ﬁce or United States value, the estimated change in median |
dutiable value‘aﬁd in median duty;paid‘price that would result if
Aaerican selling price were eliminated., The estimated decline in
__median dutiable value of selected entries appraised under American
selling price would be 43 percent for 403.6000, 40 percent for 406.5000,
and b percent for h0T.8500; the corresponding decline in the median
duty-paid price would be 8 percent for 403.6000 and 9 percent for the
other two TSUSA items. The edtimated decline in the median dutiable
value of selected entriéé appraised under United States value woﬁlﬁ
be 5 percent for 403.6000, 4 percent for 406.5000, £nd 10 percent'f‘or‘
L07.8500; the corresponding decline in the median duty-paid price
would be 0.6 percent for b03.6000, 0.2 percent for L06.5000, and 1.k

percent for 407.8500.
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Selected entries of benzenoid chemicals under TSUSA items 403,6000,

406.5000, and 407.8500 appraised under American selling price or
United States value: FEstimated change in median dutiable value -

~and in median landed, duty-pasid price if ASP were eliminated,
1967-T1

:Estimated change : :Estimated change
No.  :in median dutiable: No, :in median landed,
TSUSA item: . .of .. :__- value 1/ ~+ -of - :duty paid price 1/
rentries: tentries:
° (percent) X . (percent)

Selected entries appraised under American
selling price

ee o4 les

403.6000mmmmmemme: L5 : A2.7 0 32 -7.8

406,5000-=cmmee—u : 28 : -39.8 : 13 : -8.7

[1T0 ) 017 Lo IR—— : 20 : -43.7 : 7 : -8,9
: Selected entries appraised under United -
States value

.
. .
.

: -0.6

h03.6ooo---------; 9 : -4.,9 2
. 406.5000m~mmmmme=: 19 : -=3.8 : 8 : -0.2
407.8500-==—cmuum : 13 : -10.0 : 3 -1.h

1/ Estimated by multiplying the median changes shown in columns 4 and
T of the preceding tabulation by the applicable ratio, shown below, of
the average difference between dutiable value and export value to the
average difference betweer dutiable value and invoice price, These
ratios are based on data for selected entries made in 1964 and reap=-
praised by customs in connection with the Commission's 1966 study on
converted rates.

Ratio for selected Ratio for selected
TSUSA entries appraised entries appraised
item under ASP under U.S. value
403.6000 876 Lok
406.5000 LT3 .295
1407.8500 .985 1.200

Source: Compiled from data furnished to the Tariff Commission by the
Bureau of the Census and the Bureau of Customs.
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Certain footwear, canned clams, and wool knit gloves.--In

addition to benzenoid chemicals, which are subject to American selling
price by statute, -products entered under the TSUSA numbers listed below

are subject to duty under the provisions of section 336 of the Tariff

© Act of 1930 on the basis of the American selling price of ltke~or-

similar articles produced in the United States. The table shows the
TSUSA number, deseription, 1972 rate of duty, and quantity and value of
imports in 1971 for each TSUSA item subject to American selling price
under the provisions of section 336. Imports classified-.in 114,0500
and T04.5500 are valued under American selling price only if they are
"like or similar", whereas all imports classified in 700.6005-.6030 are
‘"1ike or similar" and'are consequently valued under American selling
price. Imports classified in 11%.0500 and 704.5500 which are not "like

or similar" are appraised under the regular valuation provisions.
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Articles, except benzenoid chemicals, subejct to American selling price:
TSUSA number, description, 1972 rate of duty, and U.S. imports for
consumption, 1971

1972 rate

TUSA : o Inports
number escription : : : :

. . duty ;Quantity Quantity, Value

= R ~ ¢ 1,000 : 1,000

: : : : units :dollars
11L4,0500: Clams, other razor : : : :

¢ clams, in airtight : : :

: containers-e---e——-a : 14% ad val. : pounds : 3,172 : 2,122

¢ Footwear with fabric : : : :

¢ uppers and soles of : : : :

: rubber or plastics, : : : :

:  like or similar to : : : :

¢ U.S. footwear: : : : H

: Oxford height: : : H
700,6005: For men, youths, : : : :
- : and boys-e--=== -: 20% ad val, : pairs :13,876 : 16,887
700,6015: For women and ¢ : : :

: misses-==eewe-ee: 20% ad val, : pairs : 9,358 : 7,688
700.6025: For children and : : : ¢

: infants—e-e-==s: 20% ad val. : pairs : 3,506 : 2,310
700,6030: Other--ceemecmeanx : 20% ad val, : pairs : 1,734 : 2,080
704.5500: Wool knit gloves, val-: 30¢ per 1b, : : :

ued not over $1.75 : + 26% ad : doz. : :
:  per dozen palrg-----: val, pairs : 0: 0
Source: Compiled from official statistics of the U,S. Department of

Commerce.
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Imports of canned clams were valued at $2.1 million in 1971, and
réame mostly from Japan; imports of footwear classified in 700.6005-
.6030, hereinafter referred to as ASP footwear, were valued at $29,0
million in 1971, and came mostly from Korea, Japan, and Taiwan. Im-
'pbrtélbf wool ﬁnii glo?es‘have been negligible in recén£ yeafs, améﬁnt->;
ing to less than $1,000 in 1970; there were no imports in 1971.
The following tabulation shows the percent change in dutiable

value and in landed duty-paid price that would result if 1972 rates

of duty were applied to the f.o.b. price, instead of ‘to the American
selling price, of a group of selected entries of canned clams, and of _ ..
ASP footwear made before September 1970, when customs withheld appraise-
ment of such footwear. The range of percentages is considerably less
than that shown by benzenoid chemicals., F.o.b, prices for canned clams
ranged from 4B to 66 percent less than the American selling price;

those for ASP footwear ranged from 58 to 77 percent less. The re-
duction in the median dutiable val;é that would result if the duty

wvere based on the f.o.b. price instead of on the American selling price
would be 57 percent for 114,0500, 66 percent for 700.6005, Tk percent
for 700,6015, and 75 percent for 700.6025, The reduction in the median
landed, duty-paid price would be 30 percent for TSUSA item 700.6025,
which is the only one of the four items for which such data were avail-

able.
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Selected entries of canned clams and footwear appraised under American
selling price: Percent change in dutiable value and in landed, duty-
paid price if American selling price were eliminated, 1967=-T1

-

Change in dutiable
value if ASP

.
.

.

:Change in landed,
: duty-paid price

¢ No. : : : No. :. 1f ASP were
ffgiA ¢ of were eliminated : of _: eliminated
: rentries: "Eange T Médiﬁn rentries: ‘Med1an
; ( ent ‘(percent)’ Y : (per
. percent) :(pe cen ): :(pexcent): cent).
Canned clams:: : ‘ : : : :
114,0500--=: 29 :=66.4 to =k7.7 : -57.2 : 1/ : 1 1/
Footwear: : H : : : :
700.6005===¢ 8 :-68.6 to -57.8 -65,6 : _]_./ : _];_/ : _1_/
700.,6025 = 4 : T :-30.7 to : -29.8

. . *
.

:-7696 to "‘7205 H "7"05 H

»
.

"2900 H

1/ No entries showing intercountry transport costs were available to

permit the calculation of landed duty-paid price.

Source: Compiled from data furnished by the Bureau of the Census and

the Bureau of Customs.

:*\‘
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Overall effects of adoption of the suggested '
standards with the f.o.b. alternate ,

The foregoing sections discussed the effects of eliminating spe-

cific features of the present U.S, valuation system, The following

pages will considgr the pvepa{}'effect if all Cf‘th§88 specifig feapures -
were eliminated and the f.o.b. alternate of the proposed standards were
adopted. Any economic effects that might result from such a change

woﬁld étem indirectly from a change in dutiable value and directly

from a change in the duty paid price or the price effect on imports.
Thus, while a change in dutiable vaiue, apart from the application of

"q('
an ad valorem rate of duty, has no effect, it _gerits comment in that

any economic effects from adcption of new valuation standards would
stem from a change in dutiabie value,

Effect on dutiable values and-duties collected of adopting the

f.0.b. alternate,--Of the 1,657 entries in 57 TSUSA items for which

data are summarized in Appendix K, table 3, there would be no change in

dutiable value for 1,173 entries if the f.o.b. alterhate were adopted.

Tor these entries, customs determined the principal markét to be the ~

port of export and the transaction price to be a freely offered price
at the time of exportation. Of the remaihing entries, 245 would show
a decrease (marked with an asterisk) and 239 would show an inerease.

Of the U48L entries showing either a decrease or an increase, 209

| wefe in the 10 TSUSA items which include'commoditiés on the final 1list

or subject to ASP valuation, Entries in such items also would show the

biggest changes in dutiable value, 134 of these 209 entries showing

Ry
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changes in excess of + 10 percent. The changes in dutiable value
- would range from a decrease of 92.5 percent to an increase of 12,1
percent, both extremes being in ASP items, Among the 1,387 entries

analyzed and not on the final list or subject to ASP valuation, only

77792 would show a change in excess of + 10 percent,

The Bureau of Customs-Bureau of Census f,0.b,-c.i.f. study for
1970 estimates that prices f.o.b. port of export average 0.2 percent
less than current dutiable value., This study, as well as the Tariff
Commission analysis of individual import entries, made no attempt to
adjust non-arm's-length transaction prices to the equivalent of an
" open market transaction. As pointed out earlier theAféporﬁéduﬁ;iééé-nww
-for non.arm's~length transactions may vary somewhat from an open
market transaction price. As with the instant study, the Customs-
Census study indicates the areas of greatest change to be in items
subject to ASP and final list valuation.
Adoption of the f.o.b. alternate of the proposed standards would
_ probably result in a significant change in dutiable value among-entries
in most ASP items, in some final list items, and in a few items now
valued on an ex-factory basis; but the overall effect on dutiable value
among entries in other items would appear to be negligible.
The percent change in duty collections ﬂhat would result from a
switch to the proposed f.o.b. alternate would be equal to the percent
) p%ange in dutiable value for items subject to a‘straighp_ad‘valorem
rate of duty. For items subject to a compound rate, the percent

change in duty collections would be somewhat less than the change in
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dutiable value because of the effect of the specific part of the rate.
_ For most items the change in duty collections would beAnesligibJe.

Price effect on imports of adopting the f.o.b. alternate.--As

mentioned earlier, the most meaningful indicator of the probable
économic effect is the effectlon du£y~§aid price or thé m;;imumlprfce
effect. This effegt is subject to essentially the same variations
discussed for changes in dutiable value but is much smaller than the
change in dutiable value, being roughly equal to the change in dutiable
value times the rate of duty.

In the Tariff Oommiésion~individual“entry analysis, data on 928
heﬁtrieéd15“56ATSUSAMitéhé ﬁéredavéilable for analyéis‘éf tﬁe price
effect of adoption of the f.,0.b., alternate. This analysis is summarized
in the next to last column of table 3 in Appendix K, in hS-TSUSA items,
the median duty-paid price was unchanged, in 6 items (including 3 items

subject to ASP) the median decreased, and in 5 items it increased. -

Except for the 3 ASP items, the median duty-paeid price changed by less

_~ than-one percent, the maximum changes-being an increase-“of 0,7 percent -

for TSUSA 256.5600, bound blank books and diaries, dutiable at 10
percent, ‘and a decrease of 0.9 percent for TSUSA 345,5088, polyester
knit fabrics, dutiable at 20 percent (plus a specific component ).,

Of the 928 individual entries, 319 showed a change. Decreases
slightly exceeded increases, and in more than half, the &hidnhge ¥as = '
less than 0.5 percent. - About -half of the entries showing a change -
vere either on the final list or subject to ASP valuation and it was

in these entries that the greatest price effect was indicated, For
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a discussion of the price effect of the f.o.b. alternate on articles

subject to ASP on final 1list valuation, see the preceding sections.

of the report.

Of the 689 entries not subject to ASP or final 1ist valuation

" only 69‘wou1d'shoﬁ'an increase or decrease of more than 0.5 percent

in duty-paid price. The maximum increase was 13.8 percent on an
entry of nonbone china, TSUSA 533.6600, subject to a 36 percent ad
valorem duty (plus a specific component). The greatest decrease was
6.3 percent on an entry of glazed ceramic tile, TSUSA 532.2400, sub-
Ject to a 22.5 percent ad valorem duty. One-reason for the increases
is the inclusion of currently nondutiable commissions in the country

of eiport, whiech would become dutiable if the principal market concept

»

wvere eliminated. It is probable that many of the decreases resulted

from non-arm's-length prices and thus are apparent rather than real,

..since upward adjustments to a competitive-pricve-level~would be fade =

under the proposed standards fully as much as under the present U.S,

_system.

In summation there would be a price effect for about one out of
three entries analyzed with decreases slightly exceeding increases.
The price effect would exceed 0.5 percent for less than one out of

ten entries, and these would be concentrated in the final list and,

-~ especially, the ASP entries.

*

91-4200-13- 13
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Effect on imports, production and consumption of adopting the

fip.b. alpgyngte,--Adoptiqp qf the»proposed standgr@s wixhithe f.o.b.

alternate and with rates of duty existing on Jan. 1, 1972 would appear

to have little overall effect on imports, production or consumption

since there would be little overall price effect. On the other hand,

in the absence of converted rates of duty, there would probably be a
significant effect on imports and production of articles now appraised
under ASP and of & few of the articles now appraised under final list

standards. Data on price elasticities of the demand for imports, which

- would be needed to estimate the effect on consumption of such ASP and

finalblist‘articles are not available.

¥
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Probable Economic Effects Associated with U.S. Adoption of the
Suggested System of Uniform International Standards
~ with the c.i.f, Alternate

All of the changes in dutiable values that would ehsue from U.S,

. adoption of the f.o.b. alternate would also result from adoption of - .

———

the c.i.f, alternate, The latter would, in addition, increase duti-

“ able values by including freight, insurance, and other intercountry

IR (o5 SN P 1 L

charges, The only difference between the two alternates lies in the
inclusion or exclusion of these charges. Of particular significance as

a carry~over effect from the f.o.b, alternate ere decreases in dutiable

“value in most ASP entries and decreases as well as increases in some

final list entries. Additional effects on dutiable value resulting

from g:i.f. valuation would all be increases. Nevertheless, the net
effect on some entries of adoption of the c.i.f. alternate might still

be a decrease, if decreases from eliminating specific features of the

b o [V

present U.S;“;¥;;&;}a§%e;2éeded an&mig;;éaéégv;egditing frég“aEAing“
intercountry ccsts. 1/

S Thé analysis ﬁﬂich'followé first‘considers fransportmgﬁanother
intercountry costs affecting dutiable value under the c¢.i.f. alternate

entirely apart from any effects from the f.o.b. alternate. The report

then analyzes the overall effect of adoption of the c.i.f. gltérna%e

" on dutiable values and duties collected. This overall effect includes

h)

1/ As previously indicated, decreases for some entries in the indi-—
vidual entry analysis in the study may also be the result of the method
of analysis which based dutiable values on transaction prites with no
adjustment for non~arm's-length transactions., Such adjustments which
might involve increases or decreases would of course be made in actual
administration of the standard.

T
3

+ wg
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all the effects of the f.o.b. alternate plus the effect of inecluding

- intercountry costs in the dutiable value, There will follow a con-.

sideration of the overall effect on duty-paid prices (the price effect)

international freight carrié}s. A1l the foregoing will be discussed
primarily in terms of quantitative effects upon individual import
entries as summarized in tables 3-6 of Appendix K. Lastly, consider-

ation will be given to any qualitative conclusions that may be drawm

' as to the overall effect of adoption of the c¢.i.f. alternste on pro-

‘duction, imports and consumption and its impact on the cutrent acéoiint

of the balance of payments.

Freight and other intercountry costs

Transport and other intercountry costs in international trade are

. affected by a variety of variabLes including the value, weight, bulk,

fragility, and perishability of the article, the time and distance

shipped, and.the mode and availability of transport.

The principal source of data on international freight and insurance
and other intercountry costs used in this report is the analysis of

selected entries subJect to compound and ad valorem duties for the years

" 1967-T1. Data on intercountry costs were obtained for 930 entries in

56 TSUSA items (including 10 TSUSA items subject to valuation under the

_final list or ASP standards). For 205 of the 213 entries from Canada

and Mexico, the price c.i.f. port of entry was the same as the price

f.o.b. port of export. For non-contiguous countries the e,i.f. price

¢
ca

and the resulting impact on foreign suppliers, different U.S, ports, and B
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exceeded the f.o.b. price by less than 2 percent for 48 entries, by
~at least 2 percent but less than 10 percent for 380 entries, by at-
least 10 percent but less than 20 percent for 258 entries, and by 20
percent or more for only 39 entries. Median intercountry costs for the .
*5é‘TéUSA items ranged from 0.0 percent of the f.o.b. price for a number
of items imported from Canada to 14.8 percent for 700.5320 (boots from
Korea) and 14,9 percent for 240,1740 (plywood from Taiwan, Korea,
and Japan).” The average and median of the median intercountry costs
were 6.3 and 6,2 percent, respectively, of the price f.o.b. port of
_.export. o ’ |
Additional sources of data on intercountry costs are (1) the 1967
Tariff Commission study onkc.i.f. valuation, which was based on selected
entries made in 1965, and (2) the previously referred to Jjoint Bureau
of the Customs-Bureau of the Census f.o,b.-c,i.f. studies, Both the
- Tariff Commissich and Customs-Census studies covered the entire Tariff
Schedules including duty-frée and specific duty items as well as those
- gubject to compoutid and ad valsrem duties. According to the 1967 1C
sﬁudy, freight and insurénce as a percentage of dutiable value in 19€5 i
;anged from 1 percent for‘a few TSUSA subparts with high unit valueé
& (e.g., furskins, gems, precious metals, and watches) to bl percent for
h lumber, 54 percent for waste and scrap, 60 percent for fertilizers,
and 109 percent for abrasives; the overall average was 10 percent.
~The J;int'Customs-Census study showed c.1i.f. values‘ave}aging 8.3

. percent of dutiable value in 1966 and 6.2 percent of dutiable value in

+ 1970.
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) One major reason for the difference between the results for 1966
and 1967 as compared with those for 1970 is a shift in U.S. import
trade away from raw materials and‘;;Qi-mAﬂﬁfactures, with a generally
high intercountry transport component of value, to manufactures with a
lower transport cost in relation to value., Manufactured articles other
than food, beverages and tobacco accounted for 52 percent of U,S. imports
in 1905 and 07 percent in 1971, 'The increasing relative importance of
imports from Canada, which are generally subject to little or no inter-
national transport cost, would also tend to reduce the overall ratio of
intercountry costs to value, While only 2Z percent, of U.,S. imports
came from Canada in 1965, almost 28 percent came from Canada in 1970
and 1071, Also abetting this tendency is‘the increased use of con-
tulnerized shipping, improved cargo handling facilities, and larger
and more eff'icient ships. Thus, it would appear that current inter-
country charges on U,S. imports may be lower than the 8-10 percent
indicated by the carlier studies,

Effect on dutiable values and on the amount of

duties collented of adoption of the c.i.f.
alternate

The overall effect on dutiable values cf adoptiop of the c.i.f,
alternate has been measured for 926 individual import entries (see
table 3, Appendix K). Since there is a carry-over effect on dutiable
value from elimination of ASP and the final list that is not related

to c¢.i.f., valuation, these items will be considered first.
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The ASP entries analyzed were from non-contiguous countries,
mainly West Germany and Japan, so that all included a transport com-
ponent, in dutiable value., Of the 91 entries.valued under ASP stand-
ards, 66 showed a nel decrease in dutiable value under the c.i.f,
alternate, For most of these the decrease was substantial--exceeding
20 percent., A net increase in dutiable value was shown in 25 entries,
but the increases were mostly small, only 5 exceedlng 20 percent. The
median changes in dutiable value for entries in the three ASP items
are shown in the following tabulation. The extreme ranges were a
92.5 percent decrease and a 155,b percent increase,

Of the 936 entries analyzed for effect of adoption of the c.i.f,
alternate on dutiable value, 184 (exclusive of a few ASP entries) were
on the final 1list and the big majority of these, 124, showed an in=
crease in dutiable value because the addition of transport costs more
than offset reductions from eliminating the final list. Most of the
increases were less than 20 percent, There were 16 final list entries
showing decreases and Ll showing no chunge in dutiable value under the
c.i.f. alternate, All of those showing no change and many of those
showing a decrease were from either Canada or Mexico with no trangport
cost in the dutiable value and little or no effect from elimination of
the t'inal 1ist,

The median changes in dutiable value for entries in the three ASP

items and in the seven final list items were as follows:
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Percent
ASP items: ,
403.6000 - cyclic intermedistegeeeee—ees -37.6
406,5000 - colors, dyes, stainseeeesceea -13.3
hOT.8500 =~ Arugsemeecmeemmcamccmcmmeaaana -36.1
Final 1ist items:
©310,0215 - textured yarng--e-ce—ceccccm-- 5.0
Wh6,1500 = synthetic rubber-eecececees - 0.0
519,5100 - abrasive paperg-creccccmeccmaa 0.3
685,3000 - radio phonograph
combinationge=e~- e ———— 0.0
(92,1020 = qutomobilefemmmmceccavannacae 13.9
(9l , 6000 = aireraft partg--meeeeeceeeoe- - 0.0
T22.,1040 = comerogemmmemecccccccceecea—— 1.6

The extreme ranges for the final 1list items were a decrease of 54,6
percent and an increase of 125.9 percent.

An additional 061 entries that were neither subject to ASP nor on
the final 1list were analyzed for effect on dutiable value under the
c.i.f. alternate, About one-fifth--12k--of these were from Canada or
Mexico and showed no change in dutiable value, As would be expected
most of the remainder--507--showed an increase because of the inclusion
of transport and othe} intercountry charges in the dutiable value, All
but 39 showed an increase of less than 20 percent and over half--288--
showed an increase of less than 10 percent, The decreases, of which
there were 30, probably resulted in most instances from use of a non=
arm's-length transaction price and thus are apparent rather than real
since adjustments to a competitive price level would be used under the
proposed standard fully as much as under the present U.S. system, The
extreme ranges were from a decrcase of 51.2 percent to an increase of

95.5 percent,
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The only conclusion justified by the avallable data in that over-
all dutiable values would increase--mostly be less than 10 percent=-if
the United States were to adopt the proposed c.i.f. alternate while
maintaining current rates of duty. This change would show extreme
variations for individual entries depending on such factors as the
unit value, tne quantity shipped, the distance of the supplying country
from the port of entry, and the type of carrier utilized.

The percent change in duties payable that would result from U,S,
adoption of the c.i.f. alternate would be exactly equal to the percent
change in dutiable value for all TSUSA items with a simple ad valorem
. rate of duty; for items with a compound rate, however, the change in
duties payable would be somewhat less than the change in customs value

because of the effect of the specific part of the rate,

Price effect of adoption of the ¢.i.f. alternate

The maximum effect on duty-paid prices under the c.i.f. alternate
would be roughly equal to the change in dutiable value times the
current rate of duty. The price effect of adortion of‘the c.i.f,
alternate was measured for 936 individual import entries in 56 TSUSA
items (see the last column in table 3, Appendix K). In 6 TSUSA items
involving imports primarily from Canada or Mexico, the median duty-paid
price was unchanged; in all three ASP items the median decreased, the

largest decrease being 6.1 percent for TSUSA 403,6000, cyclic inter-
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medlates, dutiable at 12.5 percent (plus a specific component) 1/; and
in all other items the median duty-paid price increased, The increases
exceed 1 percent for 1k items, the largest increases being 3.7 percent
for TSUSA 700.5320, boots, dutiable at 37.5 percent, and 2.6 percent
for TSUSA 222,h4200, rattan baskets, dutiable at 25 percent.

Of 91 individual entries subject to ASP valuation, 66 showed a net
decrease in duty-paid price., 1In over half of these the duty-pald price
deciined by at least 5 percent and in more than one-fourth the duty-
paid price declined by more than 10 percent, Duty-paid prices increased
in 21 of the ASP entries either because the duty on intercountry trans-
port costs under the c.i.f. alternate more than offset the decreases in
duty-paid prices resulting from elimination of ASP or bécause the entries
in question were noncompetitive items not valued under ASP, Most in-
creases, however, were of small magnicude,

Of 184 entries appraised under the final 1ist standards, a large
majority showed an increase in duty-paid price, but oniy 10 of the 18
entries showed an increase in excess of 1 percent, Fourteen final list
eﬁtries showed a decline in duty-paid price. .

An'additional 661 entries that were neither subject to ASP nor on
the final 1ist were analyzed for price effect under the c.i.f. alternate.
About one-fifth--12h--of these were from Canada or Mexico énd showed

no price effect. Three out of four either showed no change or had an

1/ In the earlier section dealing specifically with American selling
price under the f.o.b, alternate additional entries were analyzed in-
cluding entries of certain footwear, The ASP footwear entries in item
T00,6025 would show a decline of close to 30 percent in duty-paid price
with the elimination of American selling price.
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increase in duty-paid price of less than one percent. Forty-éeven

of the 661 entries showed an increase of more than 2.5 percent.
However, most of these U7 entries were ceramic products from Japan sub-
Ject to officinl minimum export prices, which were reported in the
documents as transaction prices but which were discounted by U.S,
customs officers as being above the actual transaction p?ice and would
be discounted under the proposed standard as well, Thus the increase
in duty~paid price for these entries under the c.i.f. alternate would
be smaller than the calculations indicate, Twenty-eight of the 661
entries showed a decrease, but these decreases are presumably the
result of faulty methodology (assuming all transaction prices to be
arm's length) and would not occur under the proposed standard. The
greatest percentage changes in calculated duty-paid price under the
¢.d.f, alternate were an increase of 14,7 percerﬁ; for an entry under
TSUSA 533.6600, nonbone china, dutiable at 36 percent (plus a specific
component), and a decrease of 6.3 percent for an entry under TSUSA
532,2400, glazed ceramic tile, dutiable at 22,5 percent.

The overall median of the price effect of adoption of the c.i.f.
alternate for the 936 entries, including ASP and final list items,
was an increase of 0,3 percent and the median of the medians by TSUSA
item was an increase of 0.4 percent. As previously indicated, the 936
entries used here are not necessarily a representative sample.

An indication of the overall price effect may also be derived

from other studies, The 1967 Tariff Commission study on freight and
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insurance charges for 1965 indicated such charges to be equal to about
10 percent of reported value in officidl import statistics baged on
existing U.S, standards. The joint Customs-Census f.o.b.-c.i.f.
studies indicate a c.i.f. to current dutiable value ratio at about

8.3 percent for 1966 and about 6.2 percent for 1970. The weighted
average tariff rate for imports in 1972 subject to ad valorem and com~-
pound duty rates is estimated to be about 9.8 percent., Applying this
to the ranges of intercountry cost ratios in these various studies
gives approximate overall price effects of adoption of the c.i.f.
alternate of from 0.6 to 1.0 percent,

These calculations may misstate the price effect in that both the
current Tariff Commission analysis and the Customs-Census studies base
c¢.i.f, prices on reported transaction prices which iiay be either higher
or lower than open market transaction prices or their equivalent, which
would be applied in actual operation of the proposed standard., On the
other hand the method may also tend to overstate the price effect in
that the 1967 Tariff Commission study and the Customs-Census studies
include duty-free and specific duty items whose prices are not generally
affected by customs valuation. Such items are also concentrated in the
crude materials and semimanufactures which generally have a higher ratio
of intercountry transport cost to value than do manufactured items which
are ﬁ;ually subject to ad valorem or compound duties., Despite the short-
comings of the method ‘of analysis and the uncertainty as to the current
overall ratio of intercountry costs to value, it appears, in any event,

that for items subject to ad valorem and compound duties, the overall

-~



197

maximum price effect of adoption of the c.i.f. alternate would be on
the order of one percent or less with retention of Jan, 1, 1972 rates
of duty.

The effect of including inter~ountry costs in dutiable value
obviousiy has a differential effect depending on distance of supplying
country, port of entry and means of transpori of the particular entry.
The price effect calculated for these variables for certain entries is
presented in the last column of tables b, 5, ané 6 of Appendix XK. Each
of these variables and tables will be discussed separately below,

Geographic impact among foreign suppliers.--The greatest adverse
effect on a country resulting from a U.S, switch to the c.i.f, alter-
nate would occur where (1) the costs or shipping exports to the United
States are high, and (2) the United States maintains relatively high
ad valorem rates of duty against such exports. (Combined, these two
factors determine the maximum price effect., The effect would be less
than the maximum, however, if part or all of the duty increase were
absorbed by exporters or importers.) Examples of countries which meet
the first condition would be distant countries, while countries export-
ing textiles, ceramics, and some items in the category of miscellaneous
manufactured articles would meet the second condition, Japan and some
of the other Asian countries generally meet both conditions,

Data from the individual entry analysis in the last two columns of
table U in Appendix K show the range and median of increases in duty-
paid price for 28k entries in 9 TSUSA items from contiguous countries

(Canada and Mexico), from relatively near but non-contiguous countries
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(various West European countries), and from a distant country (Japan)
to ports other than those located on the west coast of the United
States. For entries in five of the nine TSUSA items, the median in-
crease would be greater for one European country than for Japan; and
for two of the nine items, the median increase Qbuld be the same for
the European country as for Japan, even though Japan is geographically
farther. There would be little or no increase for entries from Canada
and Mexico., The only one of the nine items on which a nearby country
might conceivably benefit would be glazed ceramic tiles from Mexico,

Given the generally small increases in duty-paid prices from
distant countries, the oeverall benefit to nearby countries and dis-
advantages to distant countries wbuld probably be quite small,
Consequently, U.S. adoption of the c.i.f, alternate would probably
have little geographic impact on foreign suppliers of most U.S., imports,
especially since many importers might be reluctant to switch suppliers
in the event of small price changes.

Impact on different U.S. ports.--A priori, one might expect that

ports in the New York, Los Angeles, and San Francisco customs regions
might be affected by U.S, adoption of the c.i.f. alternate, since they
import the largest share of high ad valorem duty commodities (textiles
and miscellaneous manufactured articles) from distant areas (Japan and
other Asian countries) by vessel. Thus, some shipments by vessel from
Asian countries to east coast ports might be diverted to the west coast,
Similar situations with respect to imports from Europe might lead to

diversion of some shipments from west coast ports to the east coast.
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For an impqyter located on or near either coast, however, a small
increase in duty-paid price would rarely justify switching ports from
one coast to another, because in most cases the cost of inland trans-
portation from the more distant coast would more than offset any con-
ceivable savings in shipping costs and duty. Thus, it would not pay an
importer located on the east coast to bring goods from Japan by vessel
through San Francisco instead of ng York, because the extra ocean
freight and the duty on the extra freight would almost certainly be
less than overland transportation cost from San:Francisco to the east
coast,

Even for importers located in the interior of the United States,
the change in duty would probably not be great enough to induce a shift
from one U.S, port to another., This is borne out by data on 392
entries in 36 TSUSA items in table 5, covering 48 instances in which
shipments in a given TSUSA number from a given country were imported
through both east and west coast ports. In 12 out of the 48 cases, the
median increase in duty-paid price under the c.i.f., alternate would,
as expected, be higher (by more than 0.1 percent) for the more distant
port; in 21 cases, the median increase would be about the same (not
more than + or -0.,1 percent) for near and distant ports; and in 15 cases
the median increase for the distant port would be less (by more than 0.1
percent) than for the nearer port. Since duty-paid prices would behave
as expected in less than half the cases studied, and since the increase
in duty-paid prices would be less than one percent for most commodities

entering U.S; ports, one should not expect any noticable effect on



200

different U.S, ports'if the United States should adopt the c.i.f.
alternate,

Impact on different modes of transport.--Most U.S, imports by

vessel are carried on lines which are members of a shipping conference,
Different conference rates apply to the four different conference
regions of the United States, viz, Oreat Lakes, North Atlantic, Gulf,
and Pacific, Independent charter ships acccunt for a minor portion of
the value of U.S., imports subject to ad valorem duties. To compete
with conference rates, independent freight rates are usually somewhat
less than conference rates but vary widely for different products and
at different times,

Table 8 in Appendix K shows U.S., imports by mode of transportation
in 1970 as follows: 62,0 percent by vessel, 8.5 percent by air, and
29.5 percent by "other", a category consisting primarily of imports
from Canada and Mexico by rail and road, More than half of U.8, ime
ports in each of the nine specific commodity groupings shown in the
table, and more than three-fourths of U.S. imports of food and live
animals, beverages and tobacco, and animal and vegetable fats and oils,
were carried by vessel., More than 28 percent of U.S. imports of mis-
cellaneous manufactured articles and commodities and transactions not
classifiéd according to kind was carried by air., One-fourth or more
of U.8. imports of six out of the 10 groupings shown in the table was
carried by train or truck--a fact which reflects the position of
Canada as the leading supplier of U.S. imports, In relation to articles

subject to ad valorem and compound duties, imports by air are relatively
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more important and imports from Canada are less important than indi-
cated above,

Data on 65 entries in five TSUSA items, covering seven instances
in which shipments in a given TSUSA item from a given country were °
entered through ports in a given geogrdphical area both by air and by
ocean freight, are shown in table 6. As expected, the increase in the
median duty-paid price was higher for air freight in five out of seven
1nataqces. Excluding entries subject to ASP, the duty-paid price
under the c.i.f. alternate of the selected entries shown in table 6
would ruange from 0.2 to 1.4 percent more than the current duty-paid
price for air shipments.and from 0.1 to 0.9 percent more for ocean
shipments., From the limited data available, it appea;s tha the siightly
higher increase in duty-paid price for air shipments under the c.i.f,
alternate would generally ﬁot increase the existing price differential
between air and ocean freight sufficiently to cause any serious loss
of business for air freight carriers,

In some cases, however, the choice of the mode of transport to
be used for a particular shipment might conceivably be affected by
U.S. adoption of the c.i.f. alternate, Thus, some articles with a high
ad valorem rate of duty (e.g., some items in the miscellaneous manu-
factured articles category) might be switched from air to ocean or
other transport. Commodities for which prompt and fast delivery is
essentinl (e.g. cut flowers) and those with low ad valorem rates would .

obviously not be affected.

[y
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Effeots on_imports, production and consumption
of adoption of the c.i.f. alternate

Given the unavailability of demand and supply elasticities for
individual TSUSA items or larger import groups, the impact of adop-
tion of the proposed c.i.f., alternate on imports, production, and
consumption cannot be quantitatively measured. Nevertheless, in view
of the small indicated increase in the overall duty-paid price of im-
ports of less than one percent, the overall impact on imports, domes-
tic production, and consumption would almost certainly be small,
However, for certain commodities currently subject to valuation under
American selling price and for a few articles on the final list,
reductions in duty-paid prices from adoption of the proposed stand=
ard at current rates of duty would probably result in significantly
larger imports and price competition to domestic produceré.

While the ASP articles and a few final list articles appear to
be the chief area of significant economic impact among the limited
number of entries analyzed, there are undoubtedly other products in
the tariff schedules for which the trade might be significantly
affected by adoption of the c.i.f. alternate, e,g, boots and rattan
baskets, for which the calculated median price effects were 3.7 and
2.6 percent, respectively. Of course, the impact of any change in
the burden of the duty would be cushioned to the extent that exporters

or importers absorbed the change in duty.
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Effects on 'the Current Account of the Balance of Payments

In view of the likely negligible overall price effec* of adop-
tion of the f.0.b, alternate of the suggested standard, therg‘would
likely be no discernibdle effect on the current account of the balance
of payments, The probable impact of a switch to the e.i.f., alternate
depends largely on the extent to whiceh it would reduce imports and dis-
courage long-distance shipping. With regard to the overall value of
imports, the current account will improve to the extent that the in-
crease in duty-paid prices reduces imports. Assuming that 1%e full
inerease in duty is passed on to the importer, the extent of any de-
crease in imports will depend on the price elasticity of the demand
for imports., Since it has been found that in most cases the increase
in import prices would be less than one percent the impact on imports
and the current account would be quite small, It would be still smaller
if the foreign supplier should absorb all or part of the increased duty,

Since & shift to c.i.f., valuation from the present f,c.b, basis
may tend to discourage long-distance shipping and enccurage short-
distance shipping, it may contribute to a decrease in the total shipping
costs of U.S., imports. In calendar year 1970, 17.2 percent of total
vessels entering U.S., ports were registered under the U.S. flag while
82.8 percent were foreign fleg vessels. Initerma.of tonnage, the
percentages were 10.3 and 89.7, reepectivel}. ;/ Thus, éinée most U.S.

imports are carried in foreign flag vessels, it appears that the c.i.f.

1/ Bureau of the Census, U.S. Water-borne Foreign Trade, FT975, 1971.
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-alternate might diminish U.S. payments to foreign shippers and thereby
have a favorable impnction the current account, ?However,\since it was
previously indicated that there ma& be less price effect on articles
from the more distant countries than might be expected, no measurable
improvement in the current account is to be anticipated through fe&er
services provided by foreign-flag ships.

Considering that many other and more important !‘actorWﬁuence '
the current account (snch as relative price levels, income changes,
government spending abroad and earnings from foreign investment) the
effect on the current account of adoption of either the f,0.b. or

c.l.f. alternate would be small relative to other factors.
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April 21, 1971
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The Honorab!e

Glenn VW, Sutton
Presiding Commissioner
U.S, Tariff Commission
Washington, D, C,

Dear Mr, Commissior

On March 31, 1271 [ anno:nced the establishment in
the Committee on Finance of a Subcommittee on Internaticpal
Trade to locx into policy questions asscciated with the shaping

of a rew internaticnal trade program for the Uruted States, The
Subcommittee will be craired by the Soaorable Abrakam 5:bicots,

" At the time [ made my announcement [ indicated that the
Subcornmittee was also charged with the responsibility of making
inquiries into a series f ’.s; ies associates with the reciprecal
trade progrem, Amonj these were zubiect matters which the
Committee on Finance {clt s"o ule e studied and reportes on by
the Tariff Coramission, Senator Ribicoff's Subcommittee ~lans
to pursue this work and in this connection [ urge the Tariff Come
mission to extend to the Subcommitter va International Trade the
sanic courtesies and censiderations vou wossld show the fuli Com-
mittee. I would also expect that the Commibsion will be able to
obtain fuvll cooperation of viher agencies of sovernment ir ccanec-
tion with its werk on these studies,

With every good wish, [ am

Sincerecly,

Chai rtan,
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The Honorabl

COMMITTEE ON PINANCE
WASHINGTON, D.C. 20310

April 21, 1971

e

Glenn W, Sutton

Commissione

r

U, S, Tariff Commission
Washington, D, C,

5

Dear Mr, Commissione re

mined during

As you may know, the Committee on Finance deter-
its deliberations of the Trade Act of 1970 that the

Tariff Commission should undertake a number of studies dealing

with crucial i
are listed bel

ssues in the field of foreign trade, These studies .
ow:
[

(1) The tariff and nontariff barriers among
principal trading nations in the industrialized
countries, including an analysis of the disparitics *
in tariff treatment of similar articles of commerce
by different countries and the rcasons for the dis-
parities;

(2) The naturc and extent of the tariff con-
cessions granted in trade agreements and other
international agrecments to which the United States
is a party by the principal trading nations in the
industrialized countries;

(3) 'The customs valuation procedures of
foreign countries and those of the United States
with a view to developing and suggesting uniform
standards of custom valuation which would operate
fanrly among all classes of shippers in in:ernational
trade, and the economic cfffzcts which would follow
if the United States were tp adopt such standards of
valuatior, bascd orn--ates of duty which will become
effective on Januvary 1, 1972; and

N

~
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The Honorable
Glenn W, Sutton
April 21, 1971
Page -2-

(4) The implications of multinstional firms
on the patterns of world trade and investment and
on United States trade and labor,

The Subcommittee on International Trade of the Senate
Finance Committee met in executive session on April 20 and agreed
“to request the Tariff Commission to.proceed to study these issues
and report to the full Commitice as it completes various phases of
its work, We would hope that the Commission could supply the full
Committee with the restits of its findings on these issues on a
timely basis together with supplementary materials which may aid
the Committee in its oversicht review of U, S, foreign trade policies,

Best wishes,
Sincerely,

G LA

Abe Ribicoff
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3. Notices of Investigation and Public learings

UNITED STATES TARIEF COMMISSION
Washington, D.C,

(332-68)

CUSTOS VALUATION PROCEDURES OF U,S, AND FOREIGN COUNTRIES
Notice of Study

In response to requests, dated April 21, 1971, by the Committee
on Finance, United States Senate, and its Subcommittee on International
Trade, the United States Tariff Commission under section 332(g) of the
Tariff Act of 1930 (19 U.S.C. 1332(g)) has instituted a study of
the customs Valuation procedures of foreign countrieg and those of
the United States with a view to developing and suzgesting uniform
standards of customsvaluation which would operate fairly among all
classes of shippers in international trade, and the economic
effects which would follow if the United States were to adopt such
standards of valuation, based oﬁ rates of duty which will become
effective on January 1, 1972,
ihe methods employed by the Comnlssion in obtaining information
pertinent to the study include all those specified in Rule 201.9
of thc,bommission's Rules of Practice and Procedure, Thi; rule
states that the Comnission obtains pertinent information from its
own filea, from other agencies of the Government, through questicne~
naires and correspondence, through fieldwork by members of the
Commission's staff, and from testimony and other evidence which
may be presented at public hearings, 'Interested.parties are urged
to submit written statement; relevant to the study., Due notice
will be given of any hearing which may later be sche@uled.

The Comnittee on Fiuarce has requested that othér agencies
within the governuent coopcrate in furnishing information and

assistance to the Tariff Cormicaion in this study,
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Any correspondence relating to the study should be addressed
to the Secretary, U,S, Tariff Commission, Washington, D. C, 20436,
By order of the Commission:

Rhestl . Maeon

Kenneth R, Mason
Secretary

Issued: April 30, 1971
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UNITED STATES TARIFF COMMISSION
Washington, D.C,

[332-68]
NOTICE OF PUBLIC HEARINGS AND RELEASE OF STAFF REPORT
IN STUDY OF CUSTOMS VALUATION PROCEDURES OF
THE UNITED STATES AND FOREIGN COUNTRIES

Notice is hereby given that the United Stafes Tariff Commission
has ordered public hearings to be held in connection with its study
of the customs valuation procedures of the United States and foreign
countries under section 332(g) of the Tariff Act of 1930 (19 U.S.C.
1332(g)). The hearings will be held in Washington, D.C., beginning
September 11, 1972; San Francisco, Calif., beginning September 1Y,
1972; and New Orleans, La., beginning September 26, 1972, as herein-
after provided.

The study of customs valuation procedures was initiated in
April 1971 in response to requests by the Committee on Finance,
United States Senate, and its Subcommittee on International Trade,
that the Commission study the customs valuation procedures of foreign
countries and those of the United States with a view to developing
and suggesting uniform standards of customs valuation which would
operate fairly among all classes of shippers in international trade,
and the economic effects which would follow if the United States were
to adopt such standards of valuation.

Concurrently with this notice, the Commission is releasing an
interim report prepared by its staff to facilitate this hearing and
to serve as a basis for the final report to the Committees, The re-

port describes the customs valuation requirements of the United States
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~and selected foreign countries, discusses the principles that should
be followed in the formulation of uniform standards of customs valua-
tion ﬁhat comply with the Committees' directive, and sets forth, with
pros and cons, the elements for the two standards, viz., so-called
c.i.f. and f.o.b. standards, that are the most likely candidates for
use as the suggested uniform international standard. Copies of the
report (TC Publication No. 501) will be available on request from the
office of the Secretary, U.S, Tariff Commission, Washington, D.C. 20436,
The Commission solicits from all interested parties their views on
the study, including constructive comments and criticism on the factual,
analytical, and other aspects of this interim report. The Commission
also solicits from interested parties their views and facts with re-
spect to the economic effects which would follow if the United States
were to adopt the suggested c.i.f. standard; the suggested f.0.b.
standard; and any other standard that may be suggested by the interested
party. The views with respect to economic effects should treat with such

effects based upon the assumed continuation of the current rates of duty.

Date and place of hearings

The hearings in Washington, D.C., will be held in the Hearing Room,
Tariff Commission Building, 8th and E Streets, N.W,, Washington, D.C.,
beginning at 10:00 a.m, EDT on September 11, 1972, The hearings in
San Francisco, Calif., will be held beginning at 10:00 a.m. PDT on
September 19, 1972, and those in New Orleans, La., beginning at 10:00
a.m. CDT on September 25, 1972; a further public notice will be

issued #t an early date giving the location of the hearings in those

cities,



Entry 6f appearances

Interested parties desiring to appear and to be heard should notify
the Secretary of the Commission, in writing, at least by September 5,
1972, The notification should indicate the name, address, telephone
number, and organization of the person filing the request; the name and
organization of the witnesses who will testify; the location (Washington,
D.C., San PFrancisco, Calif,, or New Orleans, La.) at which testimony
will be given; and an estimate of the aggregate time desired for pre-

sentation of oral testimony by all witnesses who will testify.

Allotment of time

Because of the limited time available, the Commission reserves the
right to limit the time assigned to witnesses. In this connection,
experience in similar previous hearings has indicated that in most cases
the essential information can be effectively summarized in an oral pre-
sentation of not over 30 minutes. Parties desiring an allowance of
time in excess of this amount snould set forth any special circumstances
in support of such request. Witnesses may supplement their oral testi- |
mony with written statements of any desired longth, as provided for

hereinafter under "written submissions."

Notification of appearance

Persons who have properly filed requests to appear will be individ-
ually notified of the place at, and date on, which they will be scheduled
to present oral testimony and of the time alloted for presentation of

such testimony,
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Questioning of witnesses

Questioning of witnesses will be limited to members of the

Commission and the Commission's staff,

Written submissions

1. All parties intending to appear are fequested to submit to
the Commission copies of their prepared testimony, or a summarization
thereof, not later than the following dates:

For appearances in Washington, D.C., Septomber 5, 1972;
For those in San Francisco, Calif., September 13, 1972;
Fo:n:hose in New Orleans, La., September 19, 1972

2. Witnesses may supplement their oral testimony by written state-
ments of any desired length submitted in the course of the hearing or
subsequently. Such statements, to be assured of consideration, should
be submitted not later than September 30, 1972.

3. Interested parties may submit written statements of informa-
tion and views, in lieu of appearances at the public hearings. Such
statements should be submitted at the earliest practicable date, but,
to be assured of consideration, not later than September 30,‘1972.

4, With respect to any of the aforementioned written submissions,
interested parties should furnish a signed original and nineteen (19)

true copies. Business data to be treated as business confidential

shall be submitted on separate sheets, each clearly marked at the top
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"Business Confidential", as provided for in section 201.6 of the
Commission's Rules of Practice and Procedure.

By order of the Commission:

Gt A,
. c./ aw
Actinf~Secretary

Issued: August 1, 1972
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UNITED STATES TARIFF COMMISSION
Washington, D.C.

(332-68)

CUSTOMS VALUATION PROCEDURES OF THE UNITED STATES
AND FOREIGN COUNTRIES

Notice of Place of Hearings at
San Francisco, Calif., and New Orleans, La.

On August 1, 1972, the Tariff Commission announced public hear=-
ings to be held in connection with its study of the customs valuation
procedures of the Unitad States and foreign countries under section
332(g) of the Tariff Act of 1930 (37 F.R. 15901). Hearings were
scheduled for Washington, D.C., beginning September 11, 1972; San
Prancisco, Calif., beginning September 19, 1972; and New Orleans, La.,
beginning September 25, 1972,

As previously announced, the hearing in Washington, D.C., will
be held in the Hearing Room, Tariff Commission Building, 8th and E
Streats, N.W., Washington, D.C., beginning at 10:00 a.m. EDT on
September 11, 1972, The hearing in San Francisco, Calif., will be
held in the courtroom of the U.S. Tax Court, Federal Office Building,
450 Golden Gate Avenue, San Francisco, Calif., beginning at 10:00 a.m.
PDT on September 19, 1972, The hearing in New Orleans will be held
in the Hearing Room of the Federal Trade Commission, Masonic Temple
Building, 333 St. Charles Street, New Orleans, La., beginning at
10:00 a.m. CDT on September 25, 1972,

Requests to appear and written statements by interested parties
must conform with the requirements pertaining thereto in the afore-

mentioned public notice of August 1, 1972.

All communications regarding the investigation should be ad~
dressed to the Secretary, United States Tariff Commission,
Washington, D.C. 20436.

By order of the Commission:

Mrenazt & fesson

Kennaeth R. Mason
Secretary

‘Issued! August 23, 1972 L .

#M-4240-73-13
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UNITED STATES TARIFF COMMISSION
Washington, D.C. s

52
[332-68)

CUSTOMS VALUATION PROCEDURES OF THE UNITED ST.:ES
AND POREIGN COUNTRIES

Notice of Consolidation of Hearings at
Washington, D.C,

On August 1, 1972, the Tariff Commission announced public hear-
ings to be held in connection with its study of the customs valuation
procedures of the United States and foreign countries under section
332(g) of the Tariff Act of 1930 (37 F.R, 15901). Hearings were
scheduled for Washington, D.C., beginning September 11, 1972;

San Francisco, Calif., beginning September 19, 1972; and New Orleans,
La., beginning September 25, 1972,

Because of lack of response the hearings in San Francisco,
Calif., and New Orleans, La,, were cancelled by the Commission on
September 6, 1972, The two cancelled hearings will be consolidated
with the hearing to be held in Washington, D, C., in the Hearing
Room of the Tariff Commission Building, 8th and E Streets, N.W,,
beginning at 10:00 a.m, EDT on September 11, 1972,

By order of the Commission:

[{,,“4.7//,'//4. LoD

Kenneth R. Mason
Secretary

Issued: September 7, 1972

fe b e B e e wmees s o < B ge A e < mieie
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Appendix B. Text of Standard with c.i.f. and f.o.b. Alternates for
Place Published in the ttaff Report of July 1972 (Tariff Commission
Publication %01) to Cerve as a Basis for the Public Hearings

(The c.1.f. alternate proposal omits the underlined parts; the f.o.b.
alternate includes them.)

The customs value of imported merchandise shall be the normal price,
as determined under the provisions of paragraphs (a), (b), and (c¢),
less the expenses defined in paragraph (d).

(a)

The normal price of imported merchandise is the price it
would command at the time it arrives in the customs territory
of the importing country. The normal price shall be based

on the following assumptions:

(1) That there 18 a sale in the open market between
a buyer and a seller independent of each other and that--

(A) The pricé 1s the sole consideration given
for an absolute right to possession and use of the
merchandise;

(B) The price is not influenced by any commercial,
financial or other relationship, whether by contract
or otherwise, between the seller or any person associated
in business with him and the buyer or any person associ-
ated in business with him, other than the relationship
created by the sale itself; and that

(C) No part of the proceeds of any subsequent
re-sale, use, or disposal of the goods will accrue,
either directly or indirectly, to the seller or any
person associated in business with him. Two persons
shall be deemed to be associated in business with
one another if, whether directly or indirectly, either
of them has any interest in the business or property
of the other, or both have a common interest in any
business or property, or some third person has an inter-
est in the business or property of both of them.

(2) That the seller will bear all costs, charges and
expenses incidental to the sale and delivery of the merchan-
dise to the place of introduction into the customs territory
of the importing country. The place of introduction into
the customs territory is ex-dock port of entry, except that
for goods which arrive at the port of entry by air, inland
waterway, rail, or road, the place of introduction is the
first port along the route actually followed by the carrier
between the customs frontier and the port of entry at which
entry could be made, provided proof is furnished to the
customs authorities that the freight to the port of entry
is higher than that to the first port.



(b)

(c)

(d)

ALY

(3) That the buyer will bear any duties and taxes applicable
in the importing country to such merchandise.

(4) That the sale is a sale of the quaptity to be valued
to a person at the same commercial level as the importer,
except that shipments which constitute only a partial ful-
fillment of a contract may be valued on the basis of the
total quantity specified by the contract,

The purchase (transaction) price of imported merchandise
may be accepted as the value for purposes of this section 1if:

(1) The merchandise is imported with no undue delay
caused by the importer after it has been purchased or ordered;

(2) The purchase price corresponds, at the time it is
agreed upon, to prices in a sale between a buyer and a
seller independent of each other; and

(3) The purchase price is adjusted, if necessary, to take
account of circumstances of the sale which differ from those
on which the normal price is based. .

In determining the normal price, the appropriate customs
officer shall be guided by the Interpretative and Explanatory
Notes to the Convention on the Valuation of Goods for Customs
Purposes, except when these Notes are inconsistent with this
standard,

All charges for freight, insurance, and any other expenses paid

or payable for transporting the merchandise from alongside the
carrier at the port of exportation and placing it ex-dock at
the port of entry, or at the port accepted in lieu of the port
of entry under the provisions of paragraph (a)(2), shall be

deducted from the normal price in order to determine the

customs value.




Appendix C.—~Positiors of Interestal Parties :-

Indicated by Oral Testimootes and Written Rrtefe “ubmitted to
N Connectina with the Public Hearings on Cu-tome Valustion

the Tariff Commisaino

Associated Pipe Organ Bullders of
America (domestic wmembership) - 8

o

Installed In
countrv of
import

2/

GO e A e e e e s e e

H fiajsbing.

Mher ¢ouments

svetem. Fvaluattan of c.f.f. coat factcrs would be a hcavy surden

Qualified support of Brussels Definition o Vilue (e0 long as alr shipments sre
oot adversely affecred}; endorses £.0.b. opposes ¢, f.f.--"first port™ coacept
in c.1.f. proposal tx unfatr.

Alternate valuation criteria needed to avoil under or over-wvaluation. Suggests
that tariff studies usuallv result In increased Jduties, hence, opposes tariff

Opposes change from f.0.b. to c.i.¢.

echs an fmprovemsant in U.S. import statistics; takes no positiuva at ihis time

Favors f.o0.5. approach decause of poastible shifts in (ompetitive Dosirions amoug
U.S. ports and becavre adoption of c.i.f. would ralse Juty levels.

Propuses a primary stzadard dased on transaction price and a single altetnate
standard based on ccet of profuction without specifving a definite tlwe and

- : Favors Brussels Definftion of Value en f.o.b. baste. UL.S. velusfon laws
Eliminate : assessing duties on date-of-exportation rather than Jate of contract are
:  wnfatr and shoull de changed.

- - Urges replacement of 211 specific dutfes on steel products with af valorem
: dutles; endorses c.1.f. system.

: Favors expanston of tertilie quota svstem.
Favors f.0.5.. but s not apecific with respect to plae in -ountiv of export.

Fipe orgzans should be valued under ASP (although pipe crgans are rot at present
: an ASP item) or at the normal price as defined by Bruswels Defirition of
Value, i.e. the contract pricre including cost of installatioc acd tonal

z Competitive : f : Posttion on spectfic
Nawe of respondent and nature : transaction ° Nature of : fe.tut:: of t.S.
of submtiseion 3/ :  price as :  statutory Place B pPrasent system
? primary basfis : guidance H H Casual Y Flaal 0
: for valuation : : : wholesale - T ALS.P,
: : : . quantizy . list B
Acme Premium Supply Corporation H : : H : <
(jobber-manufacturer-imporrer) - B : Oppose : Positive ¢ Principal : Retain : Retaln . Ratain : Keep present
H H : oarket H H H t to U.S. custowms.
Aflr Transport Association of H : B H H H
America - B : Favor : Notfonal : Port of export : Eliminate : gliginate : Fliminate
Allis Chalmers Corporation (wanufac- * B H H : N .
turer-importer-exporter) - 8 : Oppose : Posteive : Principal i - : Eliminate ° -
B 2 B market H H H
: : : : : z reviston.
Aluminum Association, The ({nterna- : T H : ] B
tional interests) - B 3 - T - s - B . : .
: : : : : : on other tssuen.
American Associatico of Port Authori- 3 : H : : H
ties, The - B - T - : Port of export : - s .
American lmporters Associatien, 2 . B H H H H
tac. - BT : Favor t Pestctve : Ex-factory or : Eliminate : gltminate
H : : port of exnert: :
H z B B H H place for valustion.
American Institute for Imported Steel, : B . N s .
Inc. - B . : Favor : Noticeal : Port of export : Fliminate : prjginate :
Amertcan Iron & Steel Institute (domes-* 3 : H : H
tic manufacturers) - B . % Favor : Positive 3 Port of entry - 3 - H
Amgrican Textile Manufacturers Insti- : :
tute, Inc, (domestic membership) - B : Favor : Notioma! : Port of entry Flistnate - -
American Watch Association, Iac. (manu-: H H .
facturers & tmporters) - B Favor : Notional T2/ Elf{pinate : Eltminate : Eliminate

" oee e e e

L T T T S TR TR Y

L T R T R T Y TR
[

17 Brtef ~ B; Testtmoay ~ T.
2/ See col headed “Other .

Note.--Dashes dencte no postiticn talen. In some cases,

indicated posizions on spectfic

issues wvere derived from

general comments or positicm a rvelated specific iswues.

(14



Appendix €, cont.~-Positionr of Interexted Parttes as
tn

Indicated by Oral Testimontes .n Wr.st.-
Connection with the Public HBearians on Cuntoma Lilustiom

Name of respondent and nature
of submission 1/

Rese s o wrtted to the Tariff Commiscion

fosition on specific

Bob Wolf Associates. Iac. (shoe
importer) - B

Brittsh-American Chamber of Comserce.
The - B

C. ¥, Liedbert, Inc. (custoshouse bro—
kern) ~ B

Caterpillar Tractor Co. (mamufacturer-:
importer-exporter) - B

Donohue & Shaw (attornevs represent-
ing importers) - T

Electronic Industries Assoctation of
Japen - T

Fatrchild Camera & Instrument Corpora—
tion (msoufscturer-isporter) - B

Holland Buld Exporters Associatiom,
lac. = B

Hunt, Prederick . (foretgn trads cou-
sultant) - T

laternational Sino-American Trade
Assocfatfon - T

Fiber Producers Association,
toc. (domestic membership) - B

v en ee e v e

v

“woes b ae

TR

RO

Fliminate

imitate

- tliminate

Iiainate

Elfainate

Eliminate

: Competitive : H

: tranamctton : Nature of : featurex of T.S.

: price as :  statutory Place H present system

: primarv basis @ guidance 3 Usual gy :

: for valuatfon ° : wholesale :  ,, ., :

H 2 . wti!v el K

: Pazor HEd : Port of export : Eliminate : Fltatnate °

: Favors 2/ T - : Principal : Retatn : Eltminate °

H H :  wmaraer B H H

: Favors 2/ - : Port of export : - : - :

: Oppose 2/ : Posttive : Prinetpal n: Retaln : Eltwinate

: s s market B H

: Favor : Posteive : 3 : Fliminate : titminate .

; Pavor -. Notinaal . Port of export ; Eliminate .: Elininate .

: Pavor 2/ Fositive Port of export ~ Retata ;ng,;n." )

.: Favor : Notinnal . Port ~f eatrvy - Fliminate ; Elimirate

: Favor ; %ot tonal ; Port of expor: : Fliminate ; Eliminate :
- : - : Port of entrv - : Retatn :

[T IR

Other comments

17 American Sellfnp Price iv retained, adninistration whoold be rhanged %o
Trevent unrealisticallv high ASP prices defng uted to value importm.
Domest ir shoe shoulld de in produrtisn 1T monthy before hefng ured as base
for assessing ASP duties. -

Not sperffic with respec: to allernates for non-srm's length transactions.

Favors f.o0.b. traneartion price of the freely offered wmual vholesale quantity;
Bureau of Customs should fssge classi{fZcation and entry rulings within 30
Javs.

Favors actual {aper? srawsaction price =ven for related nersons provided the
orice s ir a~cordance with establlisted pra-tices of the company. Adoption
ef ¢.f.t. dasis of valuatinn woulld require -~ompensation.

Favors present U.S. standard with ewport value, V.S, value snd consiructed
value (or cost of prodactioal).

Favrrs ¢ b, withent specifving place within rountry of export: favors
srecifis stacdards for adlustment of transactions between related parties.

: Favore cost of produ.tlon approach f0r non-arn’s length transsciions: opposes

c.1.1.

< Acreptance of commercial invofre subtert o adlustment for price >¢ usual

whrlesale Guanzity as aduinietered under U.¥. Sec. 402 standards.
Favors c.i.f. Favors adoptlos of Brussels Conventioca.
Opposes c¢.1.f.

If Firal List were eliminate?! iz would Ye ixperative to conver® rvates to provide
equivalent protection. Opposes 1'.S. fellowing the Interpretive and Sxplanatory
Sotes of Brussels Definfzion of Value.

1/ Brief - 8: Testimony - Y.
2/ See column hemded “Other commwnts”.

Note.--Dashes denote no position taken.

In some cases,

indtcated positicas on specific issves were lcrived frow

genezal comments or position on related specific fssues.

o



Appendix C, cost.~-Pos(tfons of [nterested Parttes as Indicated by Oral Testimontes .und Writtim frinte

wmemitted to the Tariff Commtssiun

in Connection with the Publtc Hearinge« on Customs V.lustion

;
H
1
3

: : : : Position on apecific :
¢ Cempetitive H : . T
Xame of respond and e fon : Nature of . fo-:m‘wre-t .::t!;: :
of submiseion 1/ :  price as :  etatutorv Place 3 e Other commen
: primary basic : guidence H H Usual = e < e
: for valuation H : wholesale @ Final : ASLP. ~
: H I : _gquantity = Her :
Chamists Aseocistion B B ‘ : .
(domestic wembership) - B : ¥aver s Noetonal : Port of entrv ; EMWInACe : 1o in0te © Eilminate : Favors Brussels Definitfon of Value with rate converstons to avold disadvan-
H : 3 : H : I tages to affected parttes.
Minnesota Mining and Manufscturtag : : : . . N . A
2
(manufacturer-fuporter—ex- : Favor : Notfonal 2 3 Eltmtnate : Flizinate © Eliminste c.1.7. because {t reaslts In higher duties and tncresses non-~product’ve
porter) - B § ' : : H H H 2  administrative work. Favors f.o.b. without spectfving place.
National Assa. of Alcohslic Beverage H : R ; ;
leporters, Inc. = T 5 - f‘ Ll : - Es : - : Favors retalning specific rates of duty on slcoholic beverages.
Naticnal Association of Photegraphic : : : . : : .
Manufacturers, Inc. (producers- | - 2= : Port of export . - : - S ¢ Stronglv opposes Brussels Definttfon of Value (c.i.f. Basis): favors world
importers-exporters) - B P : : H : : :  wide adoptirn of f.0.b.; emphanizes administrative prodblems in c.{.f. valus=
H H 2 s 3 T H (32
Netional Livestock ?oado;'rc Asmociattion : . : . : : ' .
(dowestic membership)’- B 1= El 3 Port of entrv - T - : - : Strongly favors c.1.f. basls: suggests that statistics be gathered on both &
: f H : H : T c.2.f, and sn f.o.h. basis
National Machioe Tool Butlders Assocd-: : ) : : . . .
atton (domestic memdership} - B - HE : Port of eatrv = i - : - : Stroagly favors c.1.f. basis: suggests that adopting c.i.f. valuation would
B < : H H B not require nepotiating compensatory concessions.
Mation-Uide Commtttes on Import-Export : B : :
Policy - T s - - : Port of export . - T - : - : Favors gethering statistics on a c.1.f. bastis.
Matfonal Retail Merchants Assoctatton : : :
(importers membership) S : Posirive : Priacipal - : - s - : anv change which might resuit 1n increased Jduties; particularlv e.i.f.
. :  marketr : : :  basis of valuatisn.
Odian, Bedros (attorney) - B T Notional : Port of entry titminate ¢ Eliminate : Eliminate - Favers aloption of Brussele Definftion of Value (:.i{.f. basis) with compen-
2 : H b H sating chanwes in rates of Juty.
O'Malte, B. Devid (studeat) - B * Neational : Eliminate : Elimtnate : Fliminate : Thix submissfion Is ar acadenic thesis. Expresses opinion that United States
H H s T 2 will evertually accept Brussels Definitions of Value. Tends to oppose c.i.f.
Pollaci, Edward H. (attorney) - B - s - T - T - T - - i is concerned about valuatien of lost or damaged goods {n related party transsc-
2 H H : B H H tions; wants more protection for U.S. industrv and lader.

[TRRTERTRN

(]

oo 4o as 00 w0 w0 a

PYRETRPT

1/ Brief - 3; Testimooe - T.
2/ Ses column headed “Other comments™.

Note.--Dustes denote no positicn taken. ; In some cases, indicated positions oo specific issves wers

dertved from general commants or poeition on velated specific issues.



S0 s s W

i

Appendix €, cont.~—Fouitions of Interested Farties asn Indirated by Oral [estimonton st s sor. o« werany

5
¢
B Rt o - - e
* Competitve : B
Xame of r 3 and . 4 ction < Natare of H
of submission 1/ : price as 1 statuterv Place
: primage hasfs ° guidance

Rubber 1£ ers Aasn. (&
msembership) - B

for valuatfon

T vholenale
I juantity

In Connection with the Public Hearirgs o “wetorn Ll

Pomttion oo specific

fearures of U.5.
present systes

Cetted to the Tar1tt ¢ cmmissica
oy

Mther Comments

: Oppraes! T~ v change whto, would reduce protection agsinst lmports of

rubter foorwear.

Suggests that T, <. Jurfes en winew an! apirits unfairlv discrimtnate
again=t tuch products bottled ~utside . <. and apainst French cognrac.

Opposex ¢.t.%, valuation ~o grounds That {7 would *e Jetrimencal to afr

Sugpenty that the (mpact 37 anvy new standar! te :irntuized 73 bv adopting
The new standard in stages, xd (1) v catablinhine eoaverted rate of
duty te wvarid anv subsatantive change in dutv nr protection: alsc sugaests
that rates of lute of countries having -.1.f. valuation or a Value Added
Tax mast e sdlusted upwarl before thev ~ar fairlv te compared with (.S,

anv ~haqge in present U.S. svitem, spe-ificallv oppowen . 1.f,

sy

onas a otlonal fin b, crandard which would, in effert, applv the
flnal 11t aralards ~f f0reisn value nr exonrt value whichever tw
higher, 7o 2!l inporrs But wwmld permil acceptance nf an arm’«-length
traasaction price provided the price s nnt less than *he rost nf
production; the tntent o7 thie prapmal as to The «lements of place,

Discusses prablems ancountered in importing ineiruments, some of wihich are
on the final Itar) favors ase of transacticn price 1N some cases. Sug-
Rests clariftcarion {n the alministration af the final list.

Schieffelin & Co. (importer) - & : - : - .- - ‘. - .
Schmtdt Manufacturing Companv - T 3 - . - : Ex~factory - - - - : Soposex . .i.f.; favors f.0.5. standard.
Sesboard World Afritnes - 8 * Favor © Sot tonal : Port of export : Flimiaste : gliminate -
: : * B B transportation and to world tralde in ceneral.
Syathetic Organic Chemicals Manufac- : H : : N .
turers Association and The Drv Color: -~ . T - : - - s - - N
Hanufacturers Association - B EH : H : s
: H : H H rates of Juev.
Ted L. Rausch Co. (customs brokers & N H : : H
freight forvardera) ~ B : Oppose ' Poutitive s Principal s Retafn : Retain : Retmin '
g T wmarset H H : valuation and Sruasele Defintrion o Value.
Trade Relations Council of the Unived : : : : . .
States, Inc., - BY : Oppose 2/ Nottona! : Port ot expurr o Reta.n : Retafn -
2 * H H H - :
: H H : Fuantity, and transactinn level ts act -lear.
United States-Japan Trade Council - T : Favor Notloasl : Port of expart . Eliminate . Elgminate . Flfmipate . Strongle supports ®.c.b. =raniard.
VDO lnstruments (importer) - B : Favor : - s - : Elfwinate . fliminate . - :

1/ Brief - 3: Testimoay - T.
2/ See column headed “Other rommentx”™.

Note.~—~Dashes dencte no position taken.

In some cases, indicated positions on specific

ftesues vere

darived from general comments or positios on related specific lwsuen.
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Appendix D. FExcerpts from Texts Setting Forth Standards
of Valuation

1. General Agreement on Tariffs and Trade

a. Pertinent Articles
Article Il

Schedules of Concessions

LI S B I S A

3. No contracting party shall alter its method of determining
dutiable value or of converting currencies so as to impair the value
of any of the concessions provided for In the appronriate Schedule
annexed to this Agreement.

LK NEE BN I R K

Article V1I
Valuation for Customs Purposes

1. The contracting parties recognize the validity of the peneral
principles of valuation set forth in the following paragraphs of this
Article, and they undertake to give effect to such prineiples, in
respect of all products subject to duties or other charges or restric-
tions on importation and exportation based upon or regulated in any
manner by value, Moreover, they shall, upon a reguest by another
contracting party review the operation of any of their laws or regula-
tions relating to value for customs purposes in the light of these
principles. The CONTRACTING PARTIES may request from contracting par-
ties reports on steps taken by them in vursuance of the provisions of
this Article,

2, (a) The value for customs purposes of imported merchandise
should be based on the actual value of the imported merchandise on
which duty is assessed, or of like merchandise, and should not be based
on the value of merchandise of national origin or on arbitrary or
fictitious values.

(b) "Actual value" should be the price at which, at a time
"and place determined by the legislation of the country of importation,
such or like merchandise is sold or offered for sale in the ordinary
course of trade under fully competitive conditions. To the extent to
which the price of such or like merchandise is governed by the quantity
in a particular transaction, the rrice to be considered should uniformly
be related to either (i) comparable quantities, or (ii) quantities
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not less favorable to importers than those in which the greater volume
of the merchandise is sold in the trade between the countries of ex-
portation and importation.

(c) When the actual value is not ascertainable in accordance
with sub-paragraph (b) of this paragraph, the value for customs pur-
poses should be based on the nearest ascertainable equivalent of such
value.

3. The value for customs purposes of any imported product should
not include the amount of any internal tax, applicable within the
country of origin or export, from which the imported product has been
exempted or has been or will be relieved by means of refund,

b, (a) Except as otherwise provided for in this paragraph, where
it is necessary for the purposes of paragraph 2 of this Article for a
contracting party to convert into its own currency a price expressed
in the currency of another country, the conversion rate of exchange to
be used shall be bared, for each currency involved, on the par value
us established pursuant to the Articles of Agreement of the Internation-
al Monetary Fund or on the rate of exchange recognized by the Fund, or
on the par value established in accordance with 4 special exchange
agreement entered into pursuant to Article XV of this Apreement,

(b) Where no such established par value and no such recopnized
rate of exchange exist, the conversion rate shall reflect effectively
the current value of such currency in commercial transactions,

(c) The CONTRACTING PARTIES, in agreement with the Inter-
national Monetary Fund, shall formulate rules governing the conversion
by contracting parties of any foreign currency in respect of which
multiple rates of exchange are maintained consistently with the Arti-
cles of Agreement of the International Monetary Fund. Any contracting
party may apply such rules in respect of such foreign currencies for
the purposes of paragraph 2 of this Article as an alternative to the
use of par values, Until such rules are adopted by the CONTRACTING
PARTIES, any contracting party may employ, in respect of any such
foreign currency, rules of conversion for the purpnses of naragraph 2
of this Article which are designed to reflect éf'fectively the value of
such foreign currency in commercial transactions.

(d) Nothing in this paragraph shall be construed to require
any contracting party to alter the method of converting currencies
for customs purposes which is applicable in its territory on the
date of this Agreement, if such alteration would have the effect of
increasing generally the amounts of duty payable,

5¢ -The bases and methods for détermining the value of products
subject to duties or other charges or restrictions based upon or
regulated in any manner by value should be stable and should be given
sufficient publicity to enable traders to estimate, with a reasonable
degree of certainty, the value for customs purposes.

L I B BN B A A
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Article X

Publication and Administration of Trade Regulations

1. Laws, regulations, judicial decisions and administrative
rulings of general application, made effective by any contracting
party, pertaining to the classification or the valuation of products
for customs purposes, or tc rates of duty, taxes or other charges, or
to requirements, restrictions or prohibitions on imports or exports or
on the transfer of payments therefor, or affecting their sale, distri-
bution, transportation, insurance, warehousing, inspection, exhibition,
processing, mixing or other use, shall be published promptly in such a
manner as to enable governments and traders to become acquainted with
them. Agreements affecting international trade policy which are in
force between the government or a governmental agency of any contract-
ing party and the government or governmental agency of any other con-
tracting party shall also be published. The provisions of this para-
graph shall not require any contracting party to disclose confidential
information which would impede law enforcement or otherwise be contrary
to the public interest or would prejudice the legitimate commereial
interests of particular enterprises, public or private,

2. No measure of general application taken by any contracting
party eftecting an advance in a rate of duty or other charge on im-
ports under an established and uniform practice, or imposing a new or
more burdensome requirement, restriction or prohibition on imports,
or on the transfer of payments therefor, shall be enforced before such
measure has been officially published.

3. (a) Each contracting party shall administer in a uniform, im-
partial and reasonable manner all its laws, regulations, decisions and
rulings of the kind described in paragraph 1 of this Article.

(b) Each contracting party shall maintain, or institute as soon
as practicable, judicial, arbitral or administrative tribunals or pro-
cedures for the purpose, inter alia, of the prompt review and correc-
tion of administrative action relating to customs matters. Such
tribunals or procedures shall be independent of the agencies entrusted
with administrative enforcement and their decisions shall be imple-
mented by, and shall govern the practice of, such agencies unless an
appeal is lodged with a court or tribunal of superior jurisdiction
within the time prescribed for appeals to be lodged by importers;
Provided that the central administration of such agency may take steps
to obtain a review of the matter in another proceeding if there is
good cause to believe that the decision is inconsistent with estab-
lished principles of law or the actual facts,

(c) The provisions of sub-paragraph (b) of this paragraph shall
not require the elimination or substitution of procedures in force in
the territory of a contracting party on the date of this Agreement
which in fact provide for an objective and impartial review of admin-
istrative action even though such procedures are not fully or formally
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{ndependent of the agencies entrusted with administrative enforcement.

Any contracting party employing such procedures shall, upon reauest,
furnish the CONTRACTING PARTIES with full information thereon in order
that they may determine whether such procedures conform to the require=-

ments of this sub-paragraph.
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b. Protocol of Provisional Application

1. The Governments of the Commonwealth of Australia, the King-
dom of Belgium (in respect of its metropolitan territory), Canada,
the French Republic (in respect of its metropolitan territory), the
Grand-Duchy of Luxemburg, the Kingdom of The Netherlands (in respect
of its metropolitan territory), the United Kingdom of Oreat Britain
and Northern Ireland (in respect of its metropolitan territory), the
United Kingdom of Great Britain and Northern Ireland (in respect of
its metropolitan territorv), and the United States of America, under=-
take, provided that this Protocol shall have been signed on behalf of
all the foregoing Governments not later than November 15, 1947, to
apply provisionally on and after January 1, 1948:

(a) Parts I and III of the General Agreement on Tariffs
and %.-ade, and

(b) Part I. of that Agreement to the fullest extent not
inconsis*ent with existing legislation.

2. The foregoing Governments shall make effective such provi=-
sional spplication of the General Agreement, in respect of any of
their territories other than their metropolitan territories, on or
after January 1, 1948, upon the expiration of thirty days from the day
on which notice of such application is received by the Secretary-
General of the United Nations,

3. Any other Government signatory to this Protocol shall make
effective such provisional application of the General Agreement, on or
after January 1, 1948, upon the expiration of thirty days from the day
of signature of this Protocol on behalf of such Government.

L, This Protocol shall remain open for signature at the Head-
quarters of the United Nations, (a) until November 15, 1947, on behalf
of any Government named in paragraph 1 of this Protocol which has not
signed it on this day, and (b) until June 30, 1948, on behalf of any
other Government signatory to the Final Act adopted at the conclusion
of the Second Session of the Preparatory Committee of the United
Nations Conference on Trade and Employment which has not signed it on
this day.

5. Any Government applying this Protocol shall be free to with-
draw such application, and such withdrawal shall take effect upon the
expiration of sixty days from the day on which written notice of such
withdrawal is received by the Secretary-General of the United Nations.

6. The original of this Protocol shall be deposited with the
Secretary-General of the United Nations, who will furnish certified
copies thereof to all interested Governments.
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IN WITNESS WHEREOF the respective Representatives, after having
communicated their full powers, found to be in good and due form, have
signed this Protocol.

DONE at Geneva, in a single copy, in the English and French
languages, both texts authentic, this thirtieth day of October, one

thousand nine bundred and forty-seven.

¢, Explonation of the Provisional Application

Article XXVI of the General Agreement on Tariffs and Trade pro-
vides that the agreement shall enter into force when it has been
accepted by contracting parties that account for 85 percent of the
total foreign trade of all contrscting parties. +The General Agreement,
however, has never definitively entered into force under the provisions
of article XXVI. It has been accepted pursuant to a protocol of provi-
sional application, which requires that the signatories apply Parts I
and III of the agreement fully, and Part II (which contains most of the
trade rules) to the fullest extent not inconsistent with their domes~
tic legislation existing at the time of their accession.

Originally, if contracting parties desired to accept the agree-

ment definitively pursuant to article XXVI, they were required to
modify immediately any domestic legislation that was inconsistent with
the provisions of the agreement. Although the Contracting Parties
have desired definitive acceptance of the General Agreement as soon as
possible, they have recognized that it would not be practicable for
certain contracting parties to bring their domestic legislation into
conformity with Part II of the agreement immediately after such ac-
ceptance. To surmount this obstacle, the Contracting Parties, at
their Ninth Session in 195455, prepared a resolution which provided
that an acceptance of the agreement pursuant to article XXVI would be
valid even if accompanied by a reservation that legislation acceptable
under the provisional application of the agreement would be excepted
from the effect of the definitive application of the agreement., 1/
The resolution provided, however, that the Contracting Parties would
periodically review the progress that contracting parties had made in
bringing such "excepted" legislation into conformity with the General
Agreement,

During the 1lth Session of the Contracting Parties (1956), the
resolution was agreed to by all the contracting parties. Earlier
Haiti had notified the Secretary General of the United Nations of its
acceptance of the General Agreement under article XXVI, but no other
country has done so either with or without reservations.

1/ Contracting Parties to the General Agreement on Tariffs and Trade,
Basic Instruments and Selected Documents, 3rd supp., 1955, pp. 48-49.
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2. Customs Cooperation Council: Amendment of the Convention on
The Valuation of Goods for customs Purposes (1.€., Brussels

Definition of Value), June 7, 1967

a. Anhex I. The Definition of Value
ARTICLE I

(1) For the purposes of levying ad valorem duties of customs, the
value of any goods imported for home use shall be taken to be the
normal price, that is to say, the price which they would fetch at the
time when the duty becomes payable on a sale in the open market be-
tween a buyer and a seller independent of each other.

(2) The normal price of any imported goods shall be determined on the
following assumptions:

(a) that the goods are delivered to the buyer at the port or place of
introduction into the country of importation;

(v) that the seller bears all costs, charges and expensés incidental to
the sale and to the delivery of the goods at the port or place of
introduction, which are hence included in the normal price;

(¢) that the buyer bears any duties or taxes applicable in the country
of importation, which are hence not inecluded in the normal price.

"ARTICLE II

(1) A sale in the open market between & buyer and a seller independent
of each other pre-supposes:

(a) that the price is the sole consideration;

(b) that the price is not influenced by any commercial, financial or
other relationship, whether by contract or otherwise, between the
seller or any person associated in business with him and the buyer
or any person associated in business with him, other than the
relationship created by the sale itself;

(¢) that no part of the proceeds of any subsequent resale, other dis-
posal or use of the goods will accrue, either directly or indirectly,
to the seller or any person associated in business with him,

(2) Two persons shall be deemed to be associated in business with one
another if, whether directly or indirectly, either of them has any
interest in the business or property of the other or both have a com-
mon interest in any business or property or some third person has an
interest in the business or property of both of them.
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ARTICLE IIl
When the goods to be valued

(a) are manufactured in accordance with any patented invention or are
goods' to which any protected design has been applied; or

(b) are imported under a foreign trade mark; or

(c) are imported for sale, other disposal or use under a foreign trade
mark, . .

the normal price shall be determined on the assumption that it incldﬁes
the value of the right to use the patent, design or trade mark in re-
spect of the goods.

b, Annex II. Interpretative ilotes to the Definition
of Value

Addendum to Article I
Note 1.

The time wheh the duty becomes payable, referred Lo in paragraph
(1) of Article I shall be determined in accordance with the legisla-
tion of each country and mey be, for example, the time at which the
goods declaration for home use is duly lodged or registered, the time
of payment of customs duty or the time of release of the goods,

Note 2.

The "costs, charges and expenses”.mentioned in Article I, para-
graph (2)(b) include, inter alia, any of the following:

- carriage and freight;

-~ insurance; .

- commission;

brokerage;

costs, charges and expenses of drawing up outside the country

of importation documents incidental to the introduction of the

goods into the country of importation, including consular fees;

- duties and taxes applicable outside the country of importation
except those from which the goods have been exempted or have
been or will be relieved by means of refund;

= cost of containers excluding those which are treated as sepa-
rate articles for the purpose of levying duties of customs,
_cost of packing (whether for labour, materials or otherwise);

- loading charges.
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Note 3.

The normal price shall be determined on the assumption that the
sale is a sale of the quantity to be valued.

Note M.

Where the determination of the value or of the price paid or
payable depends upon factors which are expressed in a currency other
than that of the country of importation, the foreign currency shall be
converted into the currency of the importing country at the official
rate of exchange of that country.

Note 5.

The cbject of the Definition of Value is to make it possible in
41l cases to calculate the duties payable on the basis of the price at
which imported goods are freely available to any buyer on a sale in
the open market at the port or place of introduction into the country
of importation. It is a concept for general use and is applicable
whether or not the goods are in fact imported under a contraect of
sale, and whatever the termss of that contract. '

But the application of the Definition implies an enquiry into
current prices at the time of valuation. In practice, when imported
goods are the subject of a bona fide sale, the price paid or payable
on that sale can generally be considered as a valid indication of the
normal price mentioned in the Definition, This being so, the price
paid or payable can reasonably be used as a basis for valuation, and
Customs Administrations are recommended to accept it as the value of
the goods in question, subject:

(a) to proper safeguards aimed at preventing evasion of duty by means
of fictitious or colourable contracts or prices; and

(b) to such adjustments of that price as may be considered necessary
on account of circumstances of the sale which differ from those
envisaged in the Definition of Value.

Adjustment under paragraph (b) above may in particular be required
with reference to freight and other expenses dealt with in paragraph
(2) of Article I and liote 2 of the Addendum to Article I, or with
reference to discounts or other reductions in price granted in favour
of sole agents or scle concessionaires, or to any abnormal discount or
any other reduction from the ordinary competitive price.

EIRE TN U S R 1) N
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Addendum to Article III
Note 1.

The provisions of Article III do not restrict the provisions of
Articles I and II. ‘

Note 2.

The provisions of Article III may also be applied to goods im-
ported for sale, other disposal or use, after further manufacture,
under a foreign trade mark.

Note 3.

A trade mark shall be treated as a foreign trade mark if it is
the mark of:

(a) any person by whom the goods to be valued have been grown, pro-
duced, manufactured, offered for sale or otherwise dealt with out-
side the country of importation; or

(b) any person associated in business with any person referred to in
(a) above; or

(c) any person whose rights in the mark are restricted by an agreement
with any person referred to in (a) or (b) above.

General Addendum

It is recommended that the concept of value expressed by the
Definition and these Interpretative Hotes be employed for the valuing
of all goods subject to customs declaration, including duty-free goods
and goods liable to specific customs duties,
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3. The European Economic Communities: Regulation No. 803/68 of
June 27, 1968 1/

THE COUNCIL OF THE EUROPEAN COMMUNITIES,
HAVING REGARD to the Treaty establishing the European Economic
Community, and in particular Article 235 thereof;

* % * ¥ ¥ % %

WHEREAS the value for customs purposes must be determined in a uniform
manner in Member States, so that the level of the protection given by
the Common Customs Tariff is the same throughout the Community and any
deflection of trade and activities and any distortion of competition

~meewhi-@h-might - arise from differences between national provisions is
thereby prevented;

WHEREAS any deflection of customs receipts should be avoided and where
appropriate eliminated;

WHEREAS it is necessary to ensure equal treatment of importers as re-
gards the collection of Common Customs Tariff duties;

WHEREAS the Member States are Contracting Parties to the Convention on
the Valuation of Goods for Customs Purposes, which was signed at Brus-
sels on 15 December 1950 and entered into force on 28 July 1953:
whereas this Convention takes into account the principles of valuation
set out in the General Agreement on Tariffs and Trade (GATT); whereas
a Definition of Value and Interpretative Notes are annexed to the Con-
vention and whereas those annexes form an integral part of the Conven-
tion;

WHEREAS under Article II of the Convention on the Valuation of Goods
for Customs Purposes it is obligatory for each Contracting Party to

1/ This basic regulation has been supplemented as follows:

Reg. 1769/68 concerns the prorating of air freight for duty
purposes on the basis of distance to the port or place of introduction
in the country of importation.

Reg. 1788/69 concerns cases where the right to use a trademark
should not be included in dutiable value, namely (1) where the trade-
mark belongs to a person in the country of importation and (2) where
the goods are imported to be sold after further manufacture.

Reg. 2198/69 concerns a list of goods under BTN headings for
which a time tolerance of 1 to 2 years is specified for the time
between the date of contract of sale and the time the duty becomes
payable.

Reg. 1150/70 concerns goods passing through Member countries
and Austria or Switzerland to reach a destination in a Member country;
entry into the Community for duty purposes may be made in any Member
country through which goods pass or in the Member country of destina-
tion,

Regs. 1570/70, 2465/70 and 1659/71 concern the valuation of
citrus fruit on the basis of average prices.
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introduce that Definition into its domestic law; whereas, however,
under Article IV, each Contracting Party may adapt the text of the
Definition by inserting therein such provisions of the Interpretative
Notes as it may consider necessary and by giving the text such legal
form as may be essential to render it operative in its domestic law,
if necessary by adding complementary provisions clarifying the purport
of the Definition;

WHEREAS the possibilities of adaptation offered by that Article have
led the Member SGtutes to embody the Definition and the Interpretative
Notes thereto in their legislation in varying ways; whereas, moreover,
the Interpretative lotes contain optional provisions which have not
been adopted by all Member States or are being applied differently;

WHEREAS, because of the differences in the provisions which Member
Stutes have laid down by law, regulation and administrative action on
the basis of the Definition and the Interpretative lotes, the required
uniform application of the Common Customs Tariff cannot be ensured;

WHEREAS, moreover, the establishment of a customs union between Member

States requirec the adaptation of certain provisions cf the Definition ...

and of the Interpretative lotes thereto to the needs of that customs
union; )

WHEREAS the adoption of a Community kegulation is the enly means of
attaining these ends;

WHEREAS the unifcrm appiiecation of the provicions of this Repulation

- to imports of all goods must be ensured, and toc this end a Community

procedure must be introduced which will permit the adoption of imple-
menting provisions within appropriaste time limits; whereas it is
necessary te set up a Committee to organise clace and effective
cooperation between the Member (tates and the Commission in this
field;

WHEREAS the Treaty does not make provision for the requisite powers
in this respect;

HAS ADOPTED THIS REGULATION:

TITLE I .

Article 1

1. For the purpose of applying the Common Customs Tariff, the value
for customs purposes of the goods imported shall be taken to be the
normal price, that is to say, the price which they would fetch, at the

time referred to in Article 5, in a sale in the open market between
buyer and seller independent of each other.
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The normal price of any imported goods shall be determined on the

following asgumptions:

(a) that the goods are delivered to the buyer at the place of
introduction into the customs territory of the Community;

(b) that the seller bears all costs, charges and expenses
incidental to the sale and to the delivery of the goods
at the place of introduction, which are hence included
in the nommal price;

(c) that the buyer bears any duties or taxes applicable in the
customs territory of the Community, which are hence not
included in the normal price.

Article 2

1.

A sale in the open market between a buyer and seller independent of

each other pre-supposes:

2.

(a) that the price is the sole consideration; by consideration
is meant not only the fulfillment of a legal or contractual
obligation, but also any other form of consideration;

(b) that the price is not influenced by any commercial, firancial
or other relationship, whether by contract or otherwise,
between the seller or any natural or legal person associated
in business with him and the buyer or any natural or legal
person associated in business with him (other than the
relationship created by the sale itself);

(¢) that no part of the proceeds arising from any subsequent
resale, other disposal or use of the goods, will accrue
either directly or indirectly to the seller or any natural
or legnl person associated in business with him.

Two persons shall be deemed to be associated in business with one

another if, whether directly or indirectly, either of them has any
interest in the business or property of the other or both have a
common interest in any business or property or come third person hasl..
an interest in the business or property of both of them,

Article 3

1,

When the goods to be valued

(a) are manufactured in accordance with any patented invention
or are goods to which any protected design has been applied;
or

(b) are imported under a trade mark; or
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(¢) =nure imported for sale, other disposal or use under a foreign
trade mark,

the normal price stnil be letermined con the assumption that it includes
the value of the right to use the ratent, design or trade mark in re-
spect of the goods. ‘This provision shall also apply in the case of
copyright of any other intellectuul or industrial property right.

2. Exceptions to the provisions of paragravh 1 may be determined in
accordance with the procedure laid down in Article 17, where the rights
referred to in that paragraph are held by 2 person estnblished in a
Member Otate.

3. VWhere goods are imported for sale, other disposal or use, after
further manuracture, under a roreipn trade mark, the provisions of
paragraph 4 to 6 shall apply.

Y, The value <! the right to ure a oreign trade mark shall be whelly
included I+ the rormal price of the prods to be valued when they are to
uniergo - ¢ thelr importation one or more of the Crllowing opera-
tions:

(a) simple operations, such ag application of the mark, breaking
bulk, sortine or packing

{v) operatione whiech do not contribute in any way or contribute
only slightly to the essential characteristics or properties
nf the goods to which the trade mark {s to be applied.

5. The value of the right to use a foreign trade mark shall be wholly

excluded from the normal price of the goods to be valued, if the pro-

vizions of paragrapr 4(a) o not apyly, and

(a) the goods are of a kind in general supply and ure frecly
available in the open market; or

(b) the richt te uprly the trade mark to the finiched product
depends on operations carried cut after importation, and
not on the use of the goods to be valued; or

vl : .

ceordance with the procadur. lald down in Article 17,
eriteria are establighed in respect of goods the value of
which is relatively low as compared with that of the
finished product,

PES
“
~ -

-
!

6. Where the provisions of yaragraphs 4 and 5 do not apply, part of
the value of the right to use the foreign trade mark shall be included
in the normal price of the goods to be valued, the part of such value
attributable to further manufacture after importation being excluded
from the normal price of the goods to be valued.
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T. A trade mark shall be treated as a foreign trade mark for the
purposes of this Article if it is the mark of:

(a) any person by whom the goods to be valued have been grown,
produced, manufactured, offrred for sale or otherwise dealt
with, outside the custome territory of the Community; or

(b) any person assccisted in business with any person referred
to in subparagraph (a); or

(¢) nany person whuse rights in the trade mark are restricted by
an agreerent with any person referrel Yo in subparagraph {a)
or (b).

Article b

1. The normal price shall be determined on the assumption that the
sale is 2 sale of the quantity to be valued,

2. Exceptions tco the provisions of paragraph 1 may be determined in
accordance with the procedure laid down in Artiecle 17 in respect of
goods imported in split consignments.

Article 5

The material time ror valuation for customs purpcses shall be:

(a) for goods declared fsr direct home use, the date of
acceptance by “he customs guthorities of the declarant's
stutement cf his intention that ihe gcods should enter
into home use:

(b) for gocds which, after another Customs proredure has been
applied, enter intc home use, the time fixed by acts of
the Council or the Commission pertaining to that customs
procedure or by Member 3tates in accordance with such acts.

Article 6

1. For ihe purposes of Artiele 1(2)(b), the place of intrcduction
into the customs territory of the Community shall be:

(a) for goods carried by sea, the port of unloading, or the
port of transhipment, subject to transhipment being
certified by the customs authorities of that rort;

(b) for goods carried by sea and then, without transhipment, Ly
inland waterway, the first port where unloading can take
place either at the mouth of the river or canal or further
inland, subject to proof being furnished to the customs
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authorities that the freight to the port of unloading is
higher than that to the first port;

(¢) for goods carried by rail, inland waterway, or road, the
place where the first customs office is situated;

(d) for goods carried by other means, the place where the
frontier of the customs territory of the tommunity is crossed.

2. For goods introduced into the territory of a Member State and then
carried to a destination in another Member State, through the territory
of a third country*, the place of introduction into the Community to be
taken into consideration shall be determined in accordance with the
procedure laid down in Article 17,

3. For goods introduced into the customs territory of the Community
and carried directly from one of the French overseas departments to
another part of the customs territory of the Community or vice versa,
the place of introduction to be taken into consideration shall be the
place referred to in paragraphs 1 and 2 situa“ed in that part of the
customs territory of the Community vrrom which the goods came, i{f they
were unloaded or transhipped there and this was certified by the
customs authorities.

When those conditions are not itulfilled, the place of introduction to
be taken into consideration shall be the place specified in paragraphs
1 and 2 situated in that part of the customs territory of the Community
to which the goods are consigned.

Article T

The "costs, charges and expenses" mentioned in Article 1(2)(b) include,
inter alia, any of the following:

- carriage and freight;

- insurance;

-~ loading charges;

- unloading charges, in so far as these are included in the
freight for goods delivered to the place of introduction;

- commission;

- brokerage;

- cosis, charges and expenses outside the customs territory of
the Community of drawing up documents incidental to the intro-
duction of tre goods into that territory, including consular
fees;

* With a view to the enlargement of the Cormunity the following techni-
cal adaptation has been agreed in respect of Article 6(2):-

"add: 'or by sea after passing through the territory of a Member
State'".
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- duties and taxes applicable outside the customs territory of
the Community except those from which the goods have been
exempted or have been or will be relieved by means of refund;

- cost of containers, excluding those which are treated as
separate articles for the purvose of levying customs duties;

- cost of packing (whether for labour, materials or otherwise).

Article 8

1. VWhere goods are carried by the same means of transport to a point
beyond the place of introduction into the customs territory of the
Community, transport costs shall be assessed in proportion to the dis-
tance covered outside and inside the customs territory of the Community,
unless evidence is produced to the customs authorities to show the

costs that would have been incurred under a general compulsory schedule
of freight rates for the carriage of the goods to the place of intro-
duction into the customs territory of the Community.

The provisions of the preceding parugraph shall not apply to goods
sent by post, OSpecial provisions may be adopted for such goods in
accordance with the procedure laid down in Article 17, in view of the
special nature of charges in international postal services.

2, Where goods are invoiced at a uniform free domicile price which
corresponds to the price at the place of introduction, transport costs
within the Community shall not be deducted from that price. However,
such deduction shall be allowed if evidence is produced to the customs
authorities that the free-frontier price would be lower than the uni-
form free domicile price.

3. Where transport is free or provided by the buyer, transport costs
to the place of intrcduction, calculated in accordance with the sched-
ule of freight rates normally applied for the same modes of transport,
shall be included in the value for customs purposes.

4, Where goods from third countries are introduced into the customs
territory of the Community through German territories where the Basic
Law for the Federal Republic of Germany does not apply but which come
under German internal trade regulations, delivery costs for such
transit shall not bte included in the value for customs purposes of the
goods.

Article 9

1. 'The prices paid or payable may be accepted as the value for customs
purposes if':

(a) the contract sale is executed within the period specified in
Article 10,
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(b) the price corresponds, at the time it is agreed upon, to
prices in a sale in the open market between a bBuyér and a
seller independent of each other, and

(c) that price is adjusted, if necessary, to take account of
circumstances of the sale which differ from those on which
the normal prices is based.

2. Adjustments under paragraph l(c) may in particular be required
with reference to:

(a) the costs, charges and expenses mentioned in Article 1(2),

(b) reductions in price granted in favour of sole agents cr
sole concessionaires or any other person operating in
comparable circumstances,

(c) abnormal rebates and any other reduction from the ordinary
competitive price.

Article 10

1. For the purpose of Article 9, the price paid or payable may be
accepted if the date of the contract precedes the date referred to in
Article 5(a) or (b) by not more than six months,

2. Where goods are usually sold with a delivery period of between six
months and twelve months, the six months' grace referred to in para-
graph 1 may be extended to twelve months,

3. Where goods are usually sold with a delivery period of more than
twelve months, the period of grace may be correspondingly increased,
but shall however not exceed twenty-four months.

L, The goods for which the periods of grace referred to in paragraphs

2 and 3 can be allowed and the length of the period of grace admissable
under paragraph 3 shall be determined in accordance with the procedure

laid down in Article 17.

5. Where the goods are manufactured to order, the price paid or
payable may be accepted for the purposes of Article 9 when delivery

‘has been made within the agreed period.

6. If it is proved that reasons of force majeure or exceptional cir-
cumstances have caused the delivery period to exceed the period of
grace admissable under paragraph 1 to 5, the latter period may be
correspondingly extended.

T. The application of the periods of grace referred to in paragraphs
1 to 5 may be suspended in a period of abnormal price fluctuation, in
accordance with the procedure laid down in Article 17.

N
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Article 11

1. The price to be taken into account in determining the value for
customs purposes of goods declared for direct home use shall be the
cash price payable on the date specified in Article 5(a).

2. The following shall, however, also be taken to be cash prices.

(a) a price which, under the terms stipulated in the invoice
or the contract, must be paid between the date of dispatch
of the goods and the date specified in Article 5(a);

(b) a price payable later than the date specified in Article S5(a),
if there is no provision for a discount for cash payment, or
if proof of the existence of a different price for cash pay-
ment has not been furnished to the customs authorities.

3. The amount of the discount granted for cash payment shall not be
included in the value for customs purposes if the rate of such dis-
count is not higher than the normal rate in the branch of trade in
question. Where the rate is higher, only the amount corresponding to
the normal rate shall not be included in the value for customs purposes.

k., Subject to the provisions of paragraph 2(a), the amount of discount
granted for payment in advance shall be included in the value for cus-
toms purposes.,

5. Subject to the provisions of paragraph 2(a), if there is no provi-
sion for a discount for payment in advance, the price paid in advance
must be adjusted to determine the cash price, on the assumption that
in consideration of advance payment the buyer was granted a price re-
duction at least equal to the interest which he would have had to pay
for a loan of the amount paid in advance. However, such adjustment
shall not be made if the customs authorities are furnished with guid-
ance that the price paid corresponds to the cash price.

6. Where goods are entered into home use after another customs pro-
cedure has been applied, the provisions of paragraphs 1 to 5 may be
correspondingly adapted in accordance with the procedure laid down in
Article 17. A :

Article 12

1, Where factors used to determine the value for customs purposes of
goods are expressed in a currency other than that of the Member State
where the valuation is made, the rate of exchange to be used shall be
that which corresponds to the parity declared to and recognised by the
International Monetary Fund, unless variations in the value of such
currency exceed the limits fixed by the rules of the Fund.
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2. As regards the currency of countries which have not declared a
parity to the International Monetary Fund, or where such declared
parity is not recognised by the Fund, but the currency is quoted on
the official exchange markets of the Member State where valuation is
made, the rate of exchange to be used shall be the latest selling rate
recorded on the most representative exchange market or markets of the
Member State.

3. For currencies not covered by the provisions of paragraphs 1 and 2,
and for the currency of a country which uses abnormal exchange tech-
niques, such as fluctuating rates or multiple rates of exchange, the
rate of exchange to be used shall be ascertained in accordance with
the procedure laid down in Article 17,

Article 13

1, Standard average values may be established for the determination
of the value for customs purposes of certain goods.

2., Such goods shall be specified, and the rules and criteria for the
establishment of standard average values and their application shall
be determined in accordance with the procedure laid down in Article 17,

Article 1k

The particulars and documents to be furnished to the customs authori-
ties for purposes of application of this Regulation shall where neces-
sary be determined in accordance with the procedure laid down in
Article 17.

TITLE II

Article 15

1. A Customs Valuation Committee (hereinafter called the "Committee")
shall be set up and shall consist of representatives of the Member
States with a representative of the Commission as Chairman.

2. The Committee shall draw up its own rules of procedure.
Article 16
The Committee may examine all questions relating to the application of

this Regulation referred to it by its Chairman, either on his own
initiative or at the request of a representative of a Member State.
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Article 17

1. The provisions required for applying Articles 1 to 3 and 6 to 11
shall be adopted in accordance with the procedure laid down in
paragraphs 2 and 3 of this Article.

2. The representative of the Commission shall submit to the Committee
a draft of the provisions to be adopted. The Committee shall deliver
an Opinion on the draft within a time-limit set by the Chairman
having regard to the urgency of the matter. Decisions shall be taken
by a majority of twelve votes, the votes of Member States being
weighted as provided in Article 148(2) of the Treaty. The Chairman
shall not vote.

3. (a) The Commission shall adopt the envisaged provisions if
they are in accordance with the Opinion of the Committee.

(b) If the envisaged provisions are not in accordance with
the Opinion of the Committee, or if no Opinion is delivered,
the Commission shall without delay submit to the Council
a proposal with regard to the provisions to be adopted.
The Council shall act by a qualified majority.

(e) If, within three months of the proposal being submitted
to it,. the -Council has not acted, the proposed provisions
shall be adopted by the Commission.

TITLE III
Article 18

Member States shall consult one another within the Committee with a
view to coordinate their attitude as regards the work of the Customs
Cooperation Council, and its Valuation Committee, in connection with
the Convention on the Valuation of Goods for Customs Purposes.

Article 19

The provisions of this Regulation shall not affect the provisions
contained in acts of the Council or of the Commission, or laid down
by Member States in accordance with such instruments, regarding the
determination of the value for customs purposes of goods which enter
into home use after a customs procedure other than that relating to
direct home use has been applied.
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Article 20

Insofar as the provisions to be adopted pursuant to Articles 3(2)
and (5)(c), 4(2), 6(2), 8(1), 10(k), 11(6), 12(3), 13(2) and 1k
have not yet entered into force, the relevant provigions laid down

by law, regulation or administrative action of Member States shall
remain applicable, unless repealed by them.

Article 21

Each Member State shall inform the Commission of the provisions it
adopts for the application of this Regulation. The Commission shall
communicate this information to the other Member States,

Article 22

This Regulation shall enter into force on 1 July 1968.

This Regulation shall be binding in its entirety and directly
applicable in all Member States.

Done at Luxembourg, 27 June 1968.
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4, The United States: Tariff Act of 1930, as amended

a, Title IV, dections uN? and K02a

SEC. k02, VAL,

* (a) Bagis,--Except as otherwise npocifically provided for in this
Act, the value of imported merchandise for the purposes of this Act
shall be --

§1) the export value, or

2) 1if the export value cannot be determincd satisfac-
torily, then the United States value, or

(3) if neither the export value nor the United States
value can be determined satisfactorily, ther: the constructed
value;

except that, in the case of an imported article zubject to a rate of
duty based on the American selling price of a domestic article, such
value shall be --
(4) the American selling price of such domestic article.
(v) Export value.--For the purposes of this section, the export
value of imported merchandise ehall be the price, at the time of expor-
tation to the United States of the merchandise undergoing eppraiseument,
at which such or similar merchandise is freely sald or, in the ahsence
of sales, offered for sale in the principal marke4s of the country of
exportation, in the usunl wholesale quantities and in the ordinary
course of trade, for exportation to the United States, plus, when not
included in such price, the cost of all containers and coverings of
whatever nature and all other expenses incidental to placing the mer-
chandise in condition, packed ready for shipment to the United States.

(c¢) United States Value.--For the purposes of this section, the
United States value of imported merchandise shall be the price, at the
" time of exportation to the United States of the merchandise undergoing
appraisement, at which such or similar merchandise is freely sold or,
in the absence of sales, offered for sale in the principal market of
the United States for domestic consumption, packed ready for delivery,
in the usual wholesale quantities and in the ordimary course of trade,
with allowances made for --

(1) any commiesion usually paid or agreed to be paid, or
the addition for profit and general expenses usually made, in
connection with sales in such market of imported merchandise of
the same class or kind as the merchandise undergoing appraisement

(2) the usual costs of transportation and insurance and
other usual expenses incurred with respect to such or similar’
merchandise from the place of shipment to the place of delivery,
not including any expense provided for in subdivision (1); and

(3) the ordinary customs duties and other Federal taxes
currently payable on such or similar merchendise by reason of
its importation, and any Federal excise taxes on, or measured by
the value of, such or similar merchandise, for which vendors at
vholesale in the United States are ordinarily liable.
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If such or similar merchandise was nol go 8old or offered at the
time of exportation of the merchandise undergoing appralsement, the
United States value shall be determined, subject to the foregoing
speciflcations of this subsection, from the price at which such’ or
similar merchandise i8 so so0ld or offered ot the carlicsi date afier
such time of exportation but before the expiration of ninety days
after the importation of the merchandise undergoing sppraisement.

(d) constructed Value.--For the purposes of this section, the
constructed value of imported merchandise shall be the sum of --

(1) the cost of materials (exclusive of any internnl iax
applicable in the country of exportation directly to such materials
of thelir disposition, but remitted or refunied upon the exportation
of the article in the production of which such materinls are used)
and of fabrication or other processing of ary kind employed in
producing such or a&imilar merchandise, at a time preceding the
date of exportation of the merchandise undergoing appraisemont
which would ordinarily permi{ the production of that particular
merchandise in the ordinary course of businecs;

(2) an amount for general expenses and profit equal to that
usually reflected in esales of merchandise of the same general
class or kind as the merchandise undergoing appralsemert which
are made by producers in the country of exportalion, in the
usual wholesale quantities and in the ordinary course of trade,
for shipment to the United States; and

(3 the cos{ of all containers gnd. coverings of vhatever
nature, and all other expenses incidéntal to placing the merchan-
dise undergoing appraisement in condition, packed ready for ship-
ment to the United States. ‘

(e) American Selling Price.--For the purpose of this section, the
American selling price of any article produced in the United States
shall be the price, including the cost of all containers and coverings
of whatever nature and all other expenses incidental to placitig the
. article in condition packed ready for delivery, at which such article
is freely sold or, in the absence of sales, offered for esule for.
domestic consumption in the principal market of the United States, in
the ordinary course of trade and in the usual wholesale quantities,
or the price that the manufecturer, producer, or owner would have
recelved or was willing to receive for such article when sold for
domestic consumption in the ordinary course of trade and in the usual
wholesale quantities, at the time of exportation of the imported
article,

(f) Definitions.--For the purposes of this sectiori--

(ls The term "freely sold or, in the absence of sales, offered
for sale" means sold or, in the abocence of sales, offered--

$A; to all purchasers at wholesale, or

B) in the ordinary course of trade to one or more
selected purchasers at vholesale at a price which fairly
reflects the market valiie of the rerchendise,
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without restrictions as to the disposition or use of the mer-
chandise by the purchaser, except restrictions as to such dis-
position or uce which (1) sre imposed or required by law, (if)
Umit the price at which or the territory in which the merchandise
may be resold, or (111) do not substantially affect the value of
the merchandise to usual purchasers at vholesale.

(2) The term "ordlnary course of trade" means the conditions
and practices which, for a reasonable time prior to the exportation

- of the merchandise undergoing appraisciient, have been normal in

the trade under consideration with respect to merchandise of the
same class or kind as the merchandise undergoing appraiscment.

(3) The term "purchasers at wholesale" mcans purchasers who
buy in the usual wholesale quantities for industrial use or for
resale otherwisc than at retail; or, if there are no such purchasers,
then all other purchasers for resale who buy in the usual vhole-
sale quantities; or, if there are no purchescrs in either of the
foregoing categories, then all other purchasers who buy in the
usual wholesale quantities.

(4) The term "such or similar morchandice" means merchandise
in the first of the following categories in respect of which export
value, United States value, or constructed value, as the case may
be, can be satisfactorily determined:

(A) The merchandise undergoing appraisement and other
merchandise which is identical in physical characteristics
with, and was produced in the sumc country by the same
person as, the merchandise undergolng appraisement.,

(B) Merchandise which is identical in physical charac-
teristics with, and was produced by another person in the
same country as, the merchandise undergoing appraisement.

(¢) Merchandise (1) produced in the same country and
by the same person as the merchandise undergoing appraise-
ment, (11) like the merchandise undergoing appraisement in
component material or materials and in the purposes for which
used, and (111) approximately equal in coumercial value to
the merchandise undergoing appraisement.,

(D) Merchandise whi~h satisfies all the requirements
of subdivision (C) except that it was produced by ancther

erson. .

?5) The term "usual wholesale quantities”, in any case in
which the merchandise in respect of vhich value is being determined
is s0ld in the market under consideration at different prices for
different quantities, means the quantities in which such merchan-.
dise 18 there sold al the price or prices for one quantity in an
aggregate volume which is greater than the agiregate volume sold
at the price or prices for any other quantity.

(g) Transactions Retween Related Persons, -~

(1) For the purposes of subcection (c)(1) or (d), as the

case may be, a transaction directly or Indirectly between persons

%

914290 - 13 - 17
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specified in any one of the subdivisions In paragraph (2) of
thie subsectlon may be disregmuded {f, in the cese of any element
of value required Lo be consldered, the amount representing that
element does not falrly reflect the nmount usuilly reflected in
saleg In the markel wler contideration of merchandise of the
. same general class or kind es the merchandise undergoing appraice-
ment. 1f a Lrancaclion is disreparded under the preceding sen-
tence and there are no other Lransaclions available for considere
ation, then, for the purpoces of subsection (d), the determination
of the arount required Lo Le conzidered shall be baned on the
best, evidence availsble as Lo vhat the amnunt would hLzve been if
the tranznction hud occurred between persous nol specificd in any
one of Lhe subdivisions {n parsgreph (2).
(2) e persons veferred Lo in paragiaph (1) arc:
(A) Members of a famlly, including brothers and sisters
(whether by whole or half blood), spouse, ancestors, and
lineal deecendants;
(B) Any officer or direclor of an organ'zation ard such
organization;
C) Partners;
D; Employer and employce;
E) Any person divectly or indirectly owning, controlling,
or holding wiith pover to vote, 5 per cenbur or more of the
outstanding voting stock or shares of any orgenizallion end
such organization; and
(F) Tvo or more persons directly or indirectly controlling,
controlled by, or under common conirol with, any person.

SEC., L02a. VALUE (ALTHWHATIVE).

(a) Basis.--For the purposes of this Act the value of imported
‘articles designeted by the Sceretary of the Treasury oy provided for
in section 6(a) of the Customs Simplificaiion Act of 1956 shall be--

1) The foreign value or the export value, whichever is higher;
2) If the appraiser determines that nelther the foreign

value nor the export value can be satisfactorily ascertalned,

then the United States value;

(3) If the appraiser determines that neither the foreign
value, the exporl value, nor the United States value can be
satisfactorily ascertained, then the cost of produclion;

(4) In the case of an article with respect to vhich there
i8 in effect under section 336 a rate of duty based upon the
American selling price of a domestic article, then the American-
selling price of such article,

(b) Reviev of Arpruiser's Decinion,--A declsion of the appraiser
that foreign value, export value, or United-States value can not be
satisfactorily ascertained shall be subject to review in reappraisement
proceedings under section 501; bwt in any such procecdings, an affidaviy,
executed outride of the Unite! Jiries shall not Yo edmitted in evidence
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11 exccuted by any person who fails to penalt a Treasury atiache Lo
inspret hie books, papers, records, accounts, docur~nls, or correspon-
dence, periaining to the value or classificalion of such merchandise.

(¢) Foretpn Valun.--The forelpn velue of irportcd merchandise
shall te the warket value or the price at Lbe time of exportation of
such merchandi-e Lo the Untted States, st which such or stullar mer-
chandise is frealy offered for sale for home consurption Lo all
‘purchasers in the principal-markete—of-the rontey=rion RF1eH exported,
in the usual wholesnle quaniities and in the ordinnry course of irade,
including the eost of all containers and coverinis of whetever nature,
and all other costs, charges, and expenses inciden’ {o placing the
merchandise in condition, packed ready for shipment to the Unfled States,

(d) Export, Value.--The export value of imported merchandise shall
be the market value or the price, at the time of exportatlon of such
merchandise to the linited Ztakes, at vhich such or similar merchandise
is freely offered for sule to all purchasers in the principal markets
of the country from which exported, in the usual wholesale quantitles
and in the ordinary course of trade, for exportatinsn to the United
States, plus, when not {ncluled In such price, the cont of all containers
and coverings of whatever nature, and nll other costs, charges, and
expenses Incident to placing the merchandlse in condttlon, poeked
ready for shipuent Lo the Unlted Tunten,

(e) United States Value.-=he Untted “tates value of fmporied
merchandiee shal]l be the priee at whitch such or eliutlinr !nported
merchandise is freely offered for sale for domesblic consvuplion, packed
ready for delivery, in the principel mavket of the United States do
all purchusers, ui{ the time of exportaiion ¢f the fmported merchandice,
in the usval wholesule quantiiics end {n the ordinary course of trade,
with allowancc wade for duty, cost of transportaticn and {nsurance,
and other necessary expenses from the place of shipnant Lo the plaece
‘of delivery, a commicsion not excreding 6 per centws, if any hes teen
paid or contracted to be pald on goods secured otheruise than by pur-
chase, or profits not to excecd 8 per centum and a reasonable allowance
for generol expenses, not to exceed 3 par centum on purchnsed goods.

(f) Cost of Production.--For the purpose of this title the cost
of production of imported werchandise shall bte the sum of--

(1) 1he cost of materials of, and of fabrication, manipula-
tion, or other process employed in the manufectur!ng or produc-
ing such or similar merchandisc, at a time preceding the date of
exportation of the particular merchandise under consideration
vhich would ordinarily permit the manufacture or production of
the particular merchandise under consideration in the usual
course of businessy -- . - .

(2) The usual general expenses (not less than 10 per cent
of such ccst) In the case of such or similar merchandise;

»
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(3) The cost of all containers and coverings of whatever
nature, and all other cosis, charges, and expenses ineldent to
placing the perticular merchandise under conslderation in con- ’
dition, packed ready for shipmen{ to the Uniled States; and
(ﬂ) An eddition for profit (not less than 8 por centum of

the sum of the amounts found under paragraphe (1) and (2) of

this subdivision) equal tn the profit which ordinarily is added,

in the case of merchaniise of the same general character as the

particular merchandice under consideration, by wemilacturers or
producers in Lhe counlry of manufacture or production who are
engaged in Lhe productinn or manufaciure of merchandise of the
same class or kind.

(¢) American Helling Price.--The American eelling price of any
article mamifactured or preduced In the United States shall be the
price, including Lhe cost of all contatners anl coverings of vwhatever
nature and all other costs, chares, and exponses incident Lo placing
the merchandiee In condition packed ready for delivery, al which such
article is freely offered for sale for domestic consumplion to nll
purchasers in Lhe principal market of the Uniied Staten, in the ordinary
course of tinde and in the usual wholesnle quanbities in such warket,
or the price thal, the manufacturey, producer, or owner vould have
received or was willing Lo recefve for such merchandise when sold for
domestiic consumplion in the ordinary ccurse of trade and in th: usual
wholesale quantities, at Lhe tire of exportation of the frporied article,
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Cubsectiog 2. Two percons shall be considered business partners
ne of them hias any interest whateoever in the tusiness or the
perty of the sther, or if they boih have a Jeint interest in the
siness or property, or even if a third person has  an interest in
the business or property of oach of them, whether such interest is
Jirect or indirect,

e
=Y
<

/

I

cection 18

Subsection 1, When the goods to be valued:

(1) are manufnctared under a patent, or when the -esign or rattern
thereot is protected;

(?) or ure imported under a trademark;

{2) or are inported to be scld or stherwice disposed of under a

foreign trademark, or fer use under cuch a trademark,

the nermal price shall be Jletermined on the aszumption that it includes

the value of the righ' o use, in respec’ to such goods, the patent,

decipgn or model, or the trademark. (onfer, hcwever, the specific

1,0 ]
rLes

~

i, Jubsection 2.

Swtrection S, Where goods are imported for the purpose of sale
or under n foreipn trademark after subcequent working or processing,
e for uee wmder suen a crademark, the following shall apply:

(1) The whzle of *he value of the right to use a foreign trade-
rark shall be included in the ncrmail price of the goods to
te valuel when such goods, after the import, have to undergo
one or more of the following orerations:

{4} simple operations, such as affixing the ‘rademark,
breazing them down into parts, printing or packing;

{t} ~perationz which make 1i%tle or no contribution to giving
the woods covered by the trademark their essential charac-
teristies or properties,

{0} e wheale of the value of *he right to use a foreign trade-
mare shall be axceluded ©n the normal price of the goods Lo
Ve valued, provided the  <he provisions of paragraph (1)(a)
do not arply '

{9 when zuch goods are commern products which can be easily
ottained in the cpen market;

(b) cr when the right to use the trademark for the finished
product depends on operations carried out after import
and is not subject to the use of the goods to be valued;

(¢) or wren the value of the imported goods must be assumed
to be relatively low a~ compared with that of the
finished product.

1/ ¢fr. Article 3 of the E.E.C. Regulations,
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(3) When the provisions in paragraphs (1) and (2) do not apply,
part of the value of the right to use the foreign trademark
shall be ineluded in the normal price of the gocds to be
valued, the part of such value attributable to the working or
processing carried out after import being excluded from the
normal price of the goods to be valued.

Subsection 3. A trademark shall be considered a foreign trade-
mark for the purpcse of this Section if it is the trademark of:

(1) any person whcscever who, outside the customs territory, has
cultivated, produced, manufactured or put on sale *he gocds
te be valued, or otherwise intervencd in connectiorn with them,

{7} or any person whrsoever whe i3 a busines: rartner 5f any
perzon specified under (1);

(3) or any person whoscever whose rights tc the “rademark are
limited by agreement with any uerson specified ander (1) or

().

Jestion 19

. . Y/ . . . :

Subsection 1. = The Minister of ¥inance shull be aut-werizel tr
issue regulations for the valuatinn of evcds for mstoms purpoaes.
Such regulations may allow the vainue of pocls for rustoms rurpoes
be established us the price paid, the price to be pald, or un some
other basis than thLe normal price. “These regulat ions may aigu decerile
situations where % iz not necessary to adl st the actually pall vrice
to the {theoreticul] ncrmal price,

pery

1/ Cfr. Article 9 of the E.E.C. Regulations.
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1
6. Norway: Custons Tariff, as smended tovember 10, 1966 Y

. ———

.
Section 5

1. Yor the purposes of levylng duties of Customs, the value of any
goods imported for houe consumpiion shall be taken to be tha normal
price, that is to say, the price which they would fetch on the duy
that they are cleared through Customs, on a sale In the opzn market
between buyer and seller independent of each other,

2. When goods to be valued arc manufactured in accordrnce with
any patented invention or are gocds Lo which eny regictersz1 design
has heen applied or arve imported under a forelgn tride rari. or are
imported for sale under a foreign trade mark, whether or not after
having been processcd or transformed, the nommal price shell de
determined on the sssumplion that the value of Lhe right to vae the
patent, design or trade mark in respect of the goods 1s covered by
the price.

Section 6

1. The norminl price of any imporited goods shall be determined on
the following assumplionst
that the goods are treated as having been delivered to the buyer
al, the place of importation;

that the seller will bear all costs, charges and cxpenses ineidental
to the sale and to the delivery of the goods at the place of
importation;

the buyer will bear all duties and taxes applicables in Norway.
The expression, place of importation, shall be taken to be the
Customs post or Customhouse at which the goods are disembarked or
unloaded or, the case arising, the firci Cusioms post or the first
Customhouse at which the goods could virtually have dbeen originally
disembarked.

2. The normal price is to be taken to include the costs, charges
end experses cnteliled by any of the following: cerriage and freight;
insurance; commission and brokerage; costs, charges. end expenses of
drawing up cutside the country of importation documents incidenial to
the introduction of the goods into Norway; the net amount (after
allowing for repayments made or to be made) of duties and taxes
applicable outside the country of importation; costs of contutirors
excluding those which are treated as separate erticles for the purporce
of levylng cusloaws duiies, and lovdling chaeges,

1/ Currently in effect, Library of Congress, February 1972.
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3. The cost of packeging shall be calculated according to the
“expenses entalled by the use of the packaging vhen the packaging or
packagings of the corresponding kind and quantity:
(a) will be re-exported within the year following the date of
importaticn; or
(b) were exported by the owner of the gools durirg the year preceds-
ing importation, provided such importation was not as defined
at (a) above

b, In other cases, the cost of packaging will be calculated accord-
ing to their value. ‘

Section 7

1. A sale in the open market betwpen buyer and seller independent
of each other presiupposes!

; that the price is the sole consideration; and
that the price made is no!{ influenced by any comrercial,
financial or other relationship, whether by contrac{ or other-
‘wigse, between the seller or any other person associeted in
business with him and the buyer or sny person associated in
business with him (other than the relatiorship createl by the
sale of the goods in question); and '

(c) that no part of the proceeds of the subseqient resale, use or
disposal of the goods will acerue either directly or indirectly
to the seller or any person assoclated in business with him.

2. Two persons shall be decmed to be associated in business with

one another 1f, whether directly or indirectly, either of them has
any interest in the business or property of the other or both have
a common interest in any dbusiness or property or some third person
has an interest in the business or property of both of them.

Section 8

1. Where goods covered by a sales contract, the agreed price shall
be taken for the establishment of the normal price; however, the
necessary adjustments should be made to the agreed price when purchase
has been effected in other econditions than those defined under A and
B above. ~

2. As regards goods covered by a sales contract, changes in the
prices of such kinds of goods occuring between the date of purchase
and the date of entry for clearance through Customs shall not entail
a change in the dutiable value unless more than 6 months have elapsed
between those two dates. Moreover, in general, adjustments which are
not besed only on the details given in the invoice and the other docu-
ments concerning tha purchese and delivery of the goods roy not be
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made, unless, ‘in the opinion of the Customs, such adjustments do not
substantially affect the celculation of the duties. However, the
importer shall have the faculty of requesting that the duties and
taxes referved to in sub-paragraph B 1, and which he s able to prove,
be deducted, . :

3. Adjustments umay be wade, in certain circumstances (for example
vhen the goods are imported by brenches or subsidiaries), on the basis
of the price at which the goods will be re-sold by the importer.

-
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7. Sweden: Valuation provisions, rg amended y

a. Customs Tariff Ordinance (May 13, 1960)

Section 3‘

The duty «esv60.40 net weight.

The duty chargeable on goods liable to ad valorem duty
shall be assessed on the normal price, that is to say, the price
which they would fetch at the time when entry is presented on a
sale in the open market between buyer and seller independent of
each other.

The normal price shall be determined on the assumption that
the goods are delivered to the buyer at the port or place of
introduction, that the seller will bear all costs, charges and
expengses, incidental to the sale and to the delivery of the goods
at that port or place, and that the buyer will bear any duties
or taxes applicable in Sweden.,

: If the goods have been acquired by purchase, the price paid
or payable shall be accepted as the normal price subject to such
adjustments as may be necessary when the goods are purchased on
conditions differing from those mentioned in the second and third
paragraphs.

b. Customs Tariff Proclamation (May 13, 1960)

Chapter 3. Valuation

Section 4

'

¥
"‘
1

‘

[

A sale in the open market between buyer and seller independed

of each other, az referred to in Section 3 of the Customs Tariff
Ordinance pre-supposes :

(1) that the price is the sclco comsidnrztion;

(11) that the price mad2 is not inflvencad b eny spacial

relationship, whether by contract or otnerwise, between
- the seller or any person associated in business with him
* and the buyer—or any person associated in business with

‘him; and

- PR .. - - -

1/ As amended to February 1972.

|

1
!
{

i

i

{
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(111) that no part of the proceeds of the subsequent
re-sale, use or disposal of the goods will**iccrue
elther directly or indirectly to the seller or
any person associated in business with him.

Two persons shall be deemed to be associated in business
with one another if, whether directly or indirectly, either of
them has any financial interest in the business or property of
the other or both have a common financial interest in any
business or property of some third person or some third person
has a financlal interest in the business or property of both
persons.

Section -5

By port or place of introduction as referred to in the
third paragraph of Section 3 of the Customs Tariff Ordinance
is meant, when goods are imported by ship or by aircraft, the
port or the airport to which the goods are consigned or at
which they are discharged from the ship or the aircraft for
on-carriage to their destination, and when goods are imported
otherwise, the frontier place within the Custeoms area.

Section 6

In the case of goods which are manufactured in accordance
with any patented invention or are goods to which any registered
design has teen applied, or are imported under a foreign trade
mark or are imported for sale under a foreign trade mark, the
“normal price shall be determined on the assumption that the value
of the right to use the patent, design, or trade mark in respect
of the goods is covered by the price.

)

Section 7

The "costs, charges and expenses'" mentioned in the third
paragraph of Section 3 of the Customs Tariff Ordinance include,
inter alia, any of the following :

carriage and freight;

insurance;

comnission;

brokerage;
costs, crzry

£
NI
~docurents ing

Sweden;

soognc evprnses ¢f draving up, ouweside Sweden,
iienzal vo the introducticn of tre gonds into
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.

the met ancunt (after allewrins for repaymants mafie or to be
cia) of “itiez =t tares applicable outside S.oden;

cost of containers cxzcludiing those which are treated as
separate articles; cost of packing; and

loading charges.

Carriage and freight shall be calculated for the transporta-
tion of the goods to their destination within the Customs area,
unless the carriaze and freight to the port or place of introduc-
tion, are atisfactorily proved.

Cost of containers shall be calculated as equal to the
value of the containers. Houever, the cost of containers may be
calculated as equal to the cost incidental to the use of the
containers, if the containers or other containers of the sane
kind. and guantity have either been exported by the importer
within one year before the importation, provided that this
exportation has not earlier been invoked for determining the cost
of packing in the manner now stated, or are intended to be exported
by him within one year from the importation. In the latter case
Sections 15 and 15 shall apply correspondingly. The Board of
Customs or, according to. instructions of the Board, the local
customs office ray admit extension of the abovementioned time
limits.

If the costs, .charges_and expenses, refarred to the third
praragraph of Section 3 of the Customs Tariff Crdinance, with
regard to a consignment, separately presented for customs

cono-ueratzon when determining the normal prlce.

If a consignment, separately presented for customs clearance,
contains goods falling under different customs tariff headings, the
costs, which relate to the consignment and which all together do
not exceed 100 Skr, may be considered as wholly relating to a
duty-free product or a product liable to a specific duty, if any
such product is a part of the consignment, and otherwise considered
as relating to the product liable to the lowest rate of duty, all
on the assumption that the product does not constitute an insigni-
ficant part of the consignment.

Section 8

In determining the normal price of the gocds bty application
of the fourth paragraph of Section 3 of the Customs Tariff
Or:dinance a& price adjustment for the reason that the price of
goods of the %ind in question may have changed during the period
between the conclusion of the contract of sale and the time when
trhe entry is presented shall not be considered necessary, unless
the time interval exceeds six months.



As6

Otherwise price adjustments shall not be made, unless such
ad justrmerts would essentially affect the amount of duty chargeable,
or could be made merely on the basis of the invoice and other
documents relating to the purchase and delivery of the goods.
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8. United Kingdom: Current valuation provisions 1/

a. Customs and Excise Act 1952

Part X

Section 258, Valuation of goods for purpose of
ad valorem duties 2/

(1) For the purposes of any enactment for the time being in
force whereunder a duty of customs is chargeable on goods by
reference to their value, the value of any imported goods shall
be taken to be that laid down by the Sixth Schedule to this Act,
and duty shall be paid on that value:

" Provided that, in the case of goods imported under a contract
of sale and entered for home use, duty shall be deemed to have
been paid on that value if, before the goods are delivered for
home use, duty is tendered and accepted on a declared value
based on the contract price.

(2) For the purpose of the proviso to the foregoing subsection--

(a) the declared value of any goods is their value as declared
by or on behalf of the importer in making entry of the goods
for home use;

(b) that value shall be deemed to be based on the contract price
if, but only if, it represents that price properly adjusted
to take account of circumstances differentiating the contract
from such a contract of sale as is contemplated by the Sixth
Schedule to this Act;

(¢) the rate of exchange to be used for determining the equivalent
in sterling of any foreign currency shall be the current
selling rate in the United Kingdom as last notified before the
time when the goods are entered for home use.

(3) The Commissioners may make regulations for the purpose of
giving effect to the foregoing provisions of this section, and in
particular for requiring any importer or other person concerned
with the importation of goods to furnish to the Commissioners, in
such form as they may require, such information as is in their

o 1/ In effect prior to January 1, 1973, the effective date of the Unlted
Kingdom s entry into the Common Market.

2/ As amended by the Import Duties Act of 1958, the Purchase Tax Act
of 1963, the Finance Act of 1970 and the Finance Act of 1971; these Acts
are primarily concerned with the administration of the provisions of the
1952 Act and leave the 1952 Act virtually unchanged.
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opinion necessary for a proper valuation thereof, and to produce
any books of account or other documents of whatever nature
relating to the purchase, importation or sale of the goods by
that person.

v

(k) If any person contravenes or fails to comply with any
regulation made under this section, he shall be liable to a
penalty of fifty pounds.

b. Customs and Excise Act of 1952, Sixth Schedule

Value of imported goods

1.-(1) The value of any imported goods shall t+ taken to be the

- normal price, that is-to say-the- price which they-would--fetch, at
the time when they are entered for home use (or, if they are not so
entered, the time of importation), on a sale in the open market
between buyer and seller independent of each other.

(2) e normal price of any imported goods shall be determined on
the following assumptions ;-

(a) that the goods are treated as having been delivered to
the buyer at the port or place of importation; and

(b) that the seller will bear freight, insurance, commission
and all other costs, charges and expenses incidental to
the sale and the delivery of the goods at that port or
place; but

(¢) that the buyer will bear any duty or tax chargeable in
the United Kingdom.

2. A sale in the open market between buyer and seller independent
of each other pre-supposes--

(a) that the price is the sole consideration; and

(b) that the price made is not influenced by any commercial,
financial or other relationship, whether by contract or
otherwise, between the seller or any person associated
in business with him and the buyer or any person associ-
ated in business with him (other than the relationship
created by the sale of the goods in question); and

(c) that no part of the proceeds of the subsequent re-sale,
use or disposal of the goods will accrue either directly
or indirectly to the seller or any person associated in
business with him,
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3. Where the goods to be valued--

(a)

(v)

are manufactured in accordance with any patented
invention or are goods to which any registered design
has been applied; or

are imported under a foreign trade mark, or are imported
for sale (whether or not after further manufacture) under
a toreign trade mark,

the normal price shall be determined on the assumption that the
price covers the right to use the patent, design or trade mark in
respect of the goods.

k, For the purposes of the last foregoing paragraph, the expression
- "trade mark" includes a trade name and a get-up, and a foreign trade
mark is a trade mark used for the purpose of indicating that goods in
""" relation to which it Is used are those of-- ' '

(a)

(b)

(c)

a person by whom the goods to be valued have been grown,
produced, manufactured, selected, offered for sale or
otherwise dealt with outside the United Kingdom; or

a person associated in business with any such person as
is referred to in sub-paragraph (a) of this paragraph; or

a person to whom any such person as ic mentioned in sub-
paragraph (a) or (b) of this paragraph has assigned the
goodwill of the business in connection with which the
trade mark is used.

5. Two persons shall be deemed to be associated in business with
one another if, whether directly or indirectly, either of them has
any interest in the business or property of the other, or both have
a common interest in any business or property, or scme third pevson
has an interest in the business or property of both of them.

M-4390 - 13- 18
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2 . Australia: Customs Act 1901-1971

.
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Mwision W, - Lisputes as ‘o Duty,

167.- (1.) 1If any dispute arises a5 ‘o the amount or rate of duty
payable in respect of any goods, or as *n the 1iadbility of any rcods to
duty, under any Customs Tarif{, or under any Customs Tariff or Customs
Tariff elteration propcsed in the Farliament, Lthe owner of “he goods may
pay under rrotest the sum demanded by the follector us the Jduty payable
in respect of the goods, and thereupon the sum so paid shall, as against

"the cwner of the goods, be deemed Lo be the proper duty payable in respect
"of the goods, unless the centrary is letermined in an action brought in
pursuance of this secticrn,

(2.) 'The vwner may, within the times limited in this section,
bring an action against the Zollector, in any Commonwenlth or State Court
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of competen® jurisdiction, for the recovery of the whole or any part of
the sum so paid.

(3.) A protest in pursuance of this section shall be made
by writing on the entry of the goods the words "Paid under protest" and
adding a statement of the grounds upon which the protest is made, and,
if the entry relates to more than one description of goods, the goods to
which the protest applies, followed by the signature of the owner of the
goods or his agent.

(k.) Mo asction shall lie for the recovery of any sum paid to
the Customs ss the duty payable in respect of any goods, unless the payment
is made under protest in pursuance of this section and the action is com-
menced within the following times:-

(a) In case the sum is paid as the duty payable under .= .
any Customs Tariff, within six months after tne
dute of the payment; or

(b) In case the sum is paid us the duty payable under
a Customs Tariff or Customs Tariff alteration
proposed in the Parliament, within six months
after the Act, by which the Customs Tariff or
Customs Tariff alteration proposed in the
Parliament 1s made law, is assented to,

(5.) iothing in this section shall affect any rights or
powers under section one hundred and sixty-three of this Act.
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10. Brazil: Decree-Law No. 37, November 18, 1966 Y

Provisions concerning import duties, organization
of customs services, and other matters

The President of the Republic, exercising the powers granted to
him by Article 31, Sole Paragraph, of Institutional Act No. -2 of Octo-
ber 27, 1965, decrees: _

Title I
Import Duties

Chapter [
Scope

Article l--Import duties shall be applicable on any foreign mer-
chandise. They are generated by vhe cntxv of such morchandise into
—~—"the national territory. - oo e R

-

Sole paragraph-- For the occurrence of the above duty generating
fact, the recording by the customs authorities of the entry of merchan-
dise as import goods shall he taken into consideration.

Chapter 1T
Basis for Caleculation

Article 2--The bases for calculation of import duties are:
I--Suantity of merchandise, as expressed by the units of
measurement on the tariff, when the customs duty proportion is specific;

1T--8tandari price of the merchandise when customs duties are
calculated ad valorem, or the price obtained by aucticneer if the
merchandise was sold in an auction.

Article 3--Standard value or price is understood to bLe the value
of the same merchandise or a similar one at the time of importation,
as defined by the regulatiun. for a sale made under conditions of free
competition, to be delivered at the port or place of entry into the
national territory.

Article L--In regard with the provisions in the preceding article,
sale under conditions of free competition is understood to be that in
which:

%1--The only responsibility of the purchaser is payment of the
price;

11--The price was established free from commercial, financial

or any other kinds of influence, with or without a contract, except
relationships engendered by the sale itself between the celler and his
associates, and the purchaser and his associates; and. ‘

ITI--No portion of the proceedings from the subsequent sale,
cession or use of the merchandise shall return, directly or indirectly,
to the seller or his associates.

1/ Currently in effect, Library of Congress, January 1972



A6

Articie S-~The rmles get forth by this Decree-Law and its regula-
tions, norms related to the determination of the standard price, may be
vomplemented by specific criteria establiched by the Couneil of Cus'oms
Policy ucceording to the provisions of Art. 27, Law 324k of August 1h,
1957,

- Article =="he value on the bill of sale may also be considered
as an indicator of the otanlard price without rrejudice to the follow-

[==tiecessary preocet oy to avold fraud derived from Calse or
fleticioug contractag

Tle=Pice very of eventual discrepancies betwoen the price on the
till »r cale aud the otandard value, as Jdetined Lereby.
Setiple Uasthe Ceuntil of Customs Uolicy may establish minimum
standar! values far werctandise in the following cqoes:
C T esWien the stanaard price is difficult teo ietarmine;
Te=wher 1¢ shows abnormalities and variations in the inter-
anti onal market e well as.in any other particular market;
Lir==When rerolar o 10 intended Lo be exported to Brazil us a
"fumping' wr cimilar practice, without prejudice to the application nf
the provish ne under Jeetion &, Article 3, Law 32hL of August 1h, 1997,

v
1
I

Decrece-Law Mo, 1111 of July 10, 1970

The President of the Fepublic acting under authority vested in
tLim by article 55, item II of the Constitution decrees:

Article 1--In the event of substantial import price difference
of merchandises originated from various countries, which at the dis-
cretion of the Customs Policy Council prejudice or may prejudice the

1
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domestic production of similars, that Council is empowered to take
corrective steps toward an equilibrium of the prices of the importa-
tion of the affected product.

Article 2-~In the cases foreseen in article 1 there may be estab-
lished a base price for assessment of the irmport tax on the basis of
the price for which the merchandisz or similar merchandise is normally
offered for sale in the country's wholesale market, added to the inland
expenses up to the loading port to Brazil, and to insurance and freight
(c.i.f.), deducted when applicable internal consumption taxes which may
be reimbursed to the exporter.

Sole paragraph--In determining the base price, the export prices
of similar products from the couniry of origin to third countries may

..also be used as a basis or alternatively the production costs of the -

product in the countries of origin to which there is added a reasonable
amount in lieu of sales costs and profit.

Article 3~-In the absence of data necessary for the establishment
of the price as outlined in article 2, the base price shall be deter-
mined statistically on the basis of c¢.i.f. import prices verified
during the latest semester for which statistics are available,

Paragraph 1 -« The base price thus obtained may not be above the
highest c.i.f, import price calculated by country of origin during the
time period referred to in this article,

Paragraph 2 -- Imports originating from LAFTA member countries
shall not be computed for calculation of the base prices.

Article b--in the event of a generalized drop in import prices
which prejudices or may prejudice the dcmestic production of similars,
the Custems Policy Council may also establish a base price for the
affected product.

Paragraph 1--In the absence of data necessary for the establish-
ment of the price as outlined in article 2, the base price shall be
determined statistically on the basis of ¢.i.f. import prices verified-
during the nearest semester which at the criteria of the Customs Policy
Council shows characteristics cf normality as to the prices of the
affected products.

Paragraph 2--The base*piice, vhen used in accordance with the
foreseen in this article, shall not be applied for a time period

superior to 3 years,

Paragraph 3--~The base price thus determined may not be above the
highest c¢.i.f, import price calculated by country of origin during the
time period referred to in paragraph 1. P
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Article 5~-When the c.i.f. price of a given product is lower than
the base price established for that product, the import tax shall be
mixed by combining a specific tariff represented by the difference
between the base price and the c.i.f. import pric¢e and the prevailing
ad valorem tariff applicable on the base price.

Sole paragraph--In all other cases the import tariff shall be col-
lected according to the Legislation in force.

Article 6--The base price calculation shall be reexamined every
6 months.

Sole paragraph--When the reexamination of the calculation shows
changes in the price structure of the product for which a base price

. _has _been established,. proving the abnormal characteristics defined in

article 1 and % no longer exist, the Customs Policy may determine the
suspension of the application of said measures.

Article 7--The Customs- Policy Council shall issue Resolution
containing provisions necessary for the execution of this Decree-Law.

-
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11. Canada: Revised Statutes of 1970

'VAIUATTON FOR DUTY
Determination of value for duty.

35, (1) The value for duly of goods imported shall be determined
in eccordance vith the provisions of sections 36 to hl,
(2) In Zhis section and sections 36 to Lk , with reference to any
- goods,
“country of export" means the country frow which the goods
vere shipped directly to Canada;
"cost of production" means en amount that fm accordance with
. 8o0d buainess principles and practices fairly reflects the .
_ manufacturing or production costs of the goods et the time of
shipment to Canada; sud
"gross profit".means the. fair market value of the goods when
80ld. in the circumstences deseribed in section 36, minus the
cost of production thereof; and ’ :
"duty" does not include duty or provisional duty imposed under
the Antidumping Act. '

.. . e e -

Valuation for duty

36. (1) Subject to section 39, the value for duty shall, not-
vithstanding any invoice or affidavit to.the contrary, be the fair
market value, at the time when and place from which the goods were
shipped directly to Canada, of like goods when sold

(a) to purchasers located at that place with whom the vendor deels

at am's length and who are at the same or substantially the

‘ same trade level as the importer, and

(b) in the same or substantially the ssme quantities for home

consumption in the ordinary course of trade under competitive
conditions. ’ ,

Rules to be applied in ascertaining 'value..

2; The following rules apply in the applicution of subsection (1)1
a) if there vere no sales at the time when the goods were shipped
to Canada, there shall be substituted therefor the most recent
sales prior to the time of shipment that fairly reflect the
market value of the goods at the time of shipment; .
(b) if there were no purchasers located at the place from which the
goods were shipped to Canada, there shall be substituted there-
~_ for sales to the purchasers located nearest thereto;
(c) vhere goods imported into Canada and goods sold for home con-
sumption are llke goods except only that the goods sold for
home consumption have epplied to them a trade mark, as defined
in the Trade Marks Act, that 1s not applied to the goods imported
into Canada, and goois like the goods imported are not eold for
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(d)

(e)

.

(3)
(a)

(b)
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home consumption, the goods imported and the goods sold for

home consumption shall be deemed to be like goods for the

purposes of this section, if, in the opinion of the Minister,

(i) the goods are heing imported into Canada without that
trade mark applied to them in order to avoid the opera-
tion of subsection (1), and

(11) it is probable that there will be applied to the goods,
subsequent to their importation into Canada, that trade
mark or any other mark so closely resembling that trade
mark that it is likely to be taken therefor:

regard shall not be had to a sale for home consumption to a

purchaser by a vendor who did not, at the same or substantially

the same time, sell like goods.in the ordinary course of trade

. to. other persons in the country of export, not controlled by

or in control of or otherwise related to the purchaser; and
where goods were not sold in the same or subXtantially the
same quantities for home consumption
(1) if the quantity shipped to Canada is larger than the
largest quantity sold for home consumption, those quanti-
ties shall be deemed to be the same quantities,

(11) if the quantity shipped to Canada is smaller than the
smallest quantity sold for home consumption, the value
for duty shall be based on the amount for which, in the
opinion of. the Minister, having regard to that trade,
such smaller quantities would have been sold if they had
been sold for home consumption.:

Where the value for duty cannot be determined under subsections

(1) and (2) for the reason that

there were no purchasers in the country of export (in this sub-

'section called "home purchasers") who were at the same or sub-
stantislly the same trade level as the importer, or

although there were home purchasers who were at the same or

substantially the same trade level as the importer, there were

no sales to them in the circumstances described in subsections

(1) and (2),

the home purchasers, if any, at the trade level nearest and subsequent

to that

of the importer to whom sales were made in the circumstances

described in subsections (1) and (2) shall, for the purposes of those

subsecti

ons, be deemed to have teen at the same trade level as the

importer.

37.

When value for duty to be cost of production
plus profit.

' Subjeét to section 39, where like goods were not sold for home

consumption, or were not sold for home consumption in the circumstances



A69

described in section 36, but similar goods were so sold, the value
for duty shall, notwithstanding any invoice or affidavit to the con-
trary, be the aggregate of
the cost of production of the goods imported; and
(b) an amount that is the same percentage of the cost of production
of the goods imported as the gross profit on the similar goods
is of the cost of production of the similar goods.
38. Where the Governor in Council is satisfied, on a report from
" the Minister, -that the application of subparagraph (l) of paragraph
(e) of subsection (2) of section 36 or subsection (3) or section 36 is
inequitable in that it results in discrimination against the importa-
tion of goods of a class from any country, es compared with the importa-
tion of geods of that class from any other country, the Governor in
Council may prescribe the manner in which the value for duty of goods
of that class, as determined under section 36 or 37, shall be reduced;
but the value for duty of any imported goods upon being reduced as
provided in this section shall not be less than an amount equal to the
cosl of production of the goods plus such amount for gross profit as
is deemed reasonablé by the Governor in Council.

Special cases.

39. Where in any case or class of cases
(a) the value for duty cannot be determined under section 36 or 37
for the reason that like or similar goods ar¢ not sold in the
country of export or are not sold in such country in the cir--
cumstances described in those sections,
{b) the goods imported
(4) are intended to be assambled, packaged or further manu-
" factured in Canada or are intended to enter into the
course of manufacture in Canada,
(ii) are used or obsolete goods,
(1ii) are not prime quality goods as known in the trade, or are

known in the trade as remnants, ¢lose~outs or digcontinied

lines or are surplus goods,
(iv) constitute a job lot, or
(v) are intended to be used directly in the process of manu-
facture or production of goods and like goods are not
sold in the country of export,
(c) like goods are leased but not sold in the country of export, or
(d) the Minister is of opinion that by reason of unusual circum-
stances the application of sections 36 and 37 is impracticable,
the value for duty shall be determined in such manner as the Minister
prescribes,
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Determination of cost of production,
gross profit, ete,

40. Where sufficient information has not been furnished or is ot
available to enable the determination of cost of production, gross
profit or fair market value under section 36 or 37, the cost of
production, gross profit or fair market value, as the case may be,

.. shall be determined in such manner as the Minister prescribes.

Minimum value.

41, (1) Notwithstanding anything in this Act, where the value for
duty as determined under sections 36 to 40 is less than the amount for
which the goods were sold to the purchaser in Canada, exclusive of all
charges thereon after their shipment from the country of export, the
value for duty shall be the amount for which the goods were sold, less
the amount, if any, by which the fair market value of the goods has
decreased between the time of purchase and the time of exportation.

2)-The amount of any internal tax imposed within the country of
export or origin on any goods imported into Canada, from which such

-~ goods-have been exempted or have been or will be relieved by means of
a refund or drawback, shall be deducted from the value for duty of

such goods as determined under sections 36 to 40.

(3) The Governor in Council may order that such import duties im-
posed within the country of export or origin as he specifies shall be
deducted, in whole or in part, from the value for duty of any goods
as determined under sections 36 to 0.

Discounts.

(4) In determining the value for duty of any goods, no discount or
deduction shall be allowed that is not shown, allowed and deducted on
invoices covering sales for-home consumption in the country of export,.
in the ordinary course of trade.

Value of best article in package.

(5) In determining the value for duty of goods of the same material,
or of a similar kind but a different quality, that are shipped in the
same package, and were invoiced or sold at an average price, the value
for duty of the best article contained in such package shall be deemed
to be the average value of all th= goods.
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Goods on consignment.

-(6) For the purposes of sections 36 to 40, where goods are shipped
to Canada on consignment,

(a) 1f the goods were sold in the course of transit before importa-
tion, the person to whom such goods are sold shall be deemed to
be the importer, and

“(b) in all other cases, the consignee shall be ‘deemed to be the
importer.

Additions.

42, (1) If the value for duty as determined under sections 36 to
41, does not include,

(a) the amount of any subsidy or drawback of Customs duty that has

been allowed by the Government of any other country, or

(b) the amount or money value of any so-called royalty, rent or

_charge for use of any machine or goods of any description, that
the seller or proprietor does or would usually charge thereon
when the same are sold or leased or rented for use in the country
“of export,
such amount shall be added thereto. ‘

(2) There shall be added to the value for duty as determined under
sections 36 to 4l the amount of consideration or money value of any
special arrangement between the exporter and the importer, or between
any persons interested therein, because of the exportation or intended
exportation of such goods, or the right to territorial limits for the
sale or use thereof. ‘

Goods exported to Canada through another country.

43, Goods bona fide exported to Canada from any country but passing

"in" transit through another shall, upon such terms and conditions as to

shipment, documentation, warehousing, trans-shipment or the like as the
Governor in Council may prescribe, be valued for duty as if they were
imported direct from such first mentioned country.

‘b4,  In the case of any imported goods that

(a) were shipped indirectly to Canada from the country of origin
through one or more other countries; and

(b) would, but for this section, be valued for duty under sections
36 to 42 at less than the value for duty of such goods would
be if thé country of export were the country of origin; the
goods shall, notwithstanding subsection (1) of section 36, upon
such terms and conditions as to shipment, documentation, ware-

" “housing, transshipment or the like as the Governor in Council

may prescribe, be valued for duty as if they were imported
direct from the country of origin at the time they were first
shipped from that country.
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12, Japan: Customs Tariff Law Y

(Dutiable Value)

Article b, The value which constitutes the dutisble basis (hereinafter
referred to as "the dutiable value") of imported goods on which customs
duty is to be imposed with their value taken as the dutiable basis
(hereinafter referred to as "ad valorem dutiable goods") or of imported
goods on which customs duty is to be imposed with their value and
quantity taken-as the dutiable basis (hereinafter referred to as "ad
valorem and specific dutiable goods") shall be the price at which the
goods concerned or the same kind of goods are sold in the ordinary
quantity and manner of wholesale transaction at the time of export of
the goods concerned in the country from which they are exported (exclud-
ing the amount of domestic consumption duty which is reduced or exempted
or as to which a drawback is allowed at such time of export) added to
the amount of ordinary expenses to be incurred by the time of shipping
at the pert of export (including the amount of imposts if there are such
imposts) and the amount of ordinary freight and insurance to be charged
by the time of arrival at the port of import (as regards such goods
transported by aircraft as prescribed by Cabinet Order, the amount of
freight and insurance which would be charged in the case of transporta-

“tion by ordinary means of transportation other than aircraft).
2. If, in case there is an invoice or any other data concerning import
of goods (hereinafter referred to as "invoice,qetc." in this Article)

which duli indicates the price and other terms of the transaction con-
cerned, there is not any of the conditions mentioned below or any

similar condition as to the invoice, etc. concerned and the price
ex-ship of the goods concerned computed on the basis of the invoice,
etc, concerned (as regards goods transported by aircraft, the price

- equivalent-thereto-computed in accordance with the provisions of the
preceding paragraph) is deemed a price equivalent to the dutiable price
of the goods concerned under the provisions of the same paragraph, the
dutiable value as mentioned in the same paragraph shall be based on

- the ‘price ex-ship of the goods concerned computed on the basis of the
invoice, etc. concerned; provided that, if the goods concerned are
deemed, in view of the terms of transaction in the goods concerned, to
have changed in quality or been damaged before the time of import
declaration or such time of finalization of dutiable objects as pre-
seribed in Article 4 (Finalization of Dutiable Objects) of the Customs
Law (as regards such goods as mentioned in item (1) of the same Article,
the time of import declaration; hereinafter referred to as "the time of
import declaration, etc." in this Article), a value after deduction of
the amount- of decrease in..value.due-to. the. change in quality or damage
concerned shall be adopted as the dutiable basis:
(1) In case the transaction indicated in the invoice, etc. concerned

'~ 1s a transaction respecting a consignment sale contract or any other
" special contract, the price of transaction indicated in the invoice,

etc. concerned does not represent the price of import transaction to
be settled actually.

1/ In effect prior to September~l, 1972, the date on which Japan acceded
to the Valuation Convention and began applying the Brussels Definition of
value. ‘
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(2) The invoice, etc. concerned represents a transaction between
the head office and a branch office of the same corporation or
between two companies affiliated in capital or between two parties
in a similaer special relationship and the price and other terms of
the transaction are different from the price and other terms of an
ordinary transaction due to such epecial relationship.

3. In case the dutiable value of goods cannot be computed in accord-
ance with the provisions of the preceding paragraph or in such cases
as presc¢ribed by Cabinet Order as cases where the period from the
time of the arrival of goods at the port of import to the time of
import declaration, etc. is so long that the price has markedly -
changed during the period concerned, such dutiable value as mentioned
in paragraph 1 shall, according to the classification of cases men=
tioned in the following items (in such cases as prescribed by the
Cabinet Order concerned, the classification of cases mentioned in
item (2) through item (4)), be the price as mentioned in the item
concerned:

(1) Where it is possible to compute a price equivalent to such

~ dutiable value as provided for in paragraph 1 of the goods concerned
by taking the price computed according to the invoice, etc. of the
goods concerned as the basis and by adjusting such price with refer-
ence to other data so as to serve ihe purpose of the provisions of
the same paragraph. A price computed by the adjustment concerned.

(2) Where, except in such case as falls under the preceding item,
there is a dutiable value computed in accordance with the provisions
of the preceding parsgraph or the preceding item as to the same or a
similar kind of goods which arrived at the port of import at the
latest date before the time of import declaration, ete. of the goods

_concerned. . A price equivalent to the dutiable value concerned (if
there is a difference in price between the goods concerned and the
goods of the same or a similar kind concerned due to a difference
in quality, efficiency. the time of import and other conditions, a
price computed, in accordance with the provisions-of Cabinet Ofder,

" by multiplying the dutiable value concerned by the ratio of prices
corresponding to the difference in quality or efficiency in the
price list of such goods or by the rate of depreciation corresponding
to the difference in the year of model or the date of production or
by the rate of fluctuation in price corresponding to the time of
import or by adding or subtracting the prices of constituent articles

according to the difference in constituent articles or. by otherwise - - -

- gdjusting-the qitiable value concerned).

(3) Where, except in such cases as fall under the precedin% ‘WO
‘items, there is a price-list of goods of the same kind as, ‘or a kind
sim1lar to, the goods concerned which has been prepared by a manu-

facturer, seller, etc. of goods of the same kind or-a-similar-kind

—"%hicéh 1s available in: the country from which the goods concerned are
exported or any other data sufficient to compute a price equivalent
to such dutiable value as provided for in paragraph 1 of the goods
coneerned,
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A price computed on the basis of the data concerned by taking

- into consideration a difference in price due to a difference in
quality, efficiency and other conditions between the goods con-
cerned and the goods of the same or a similar kind concerned anhd
by making necessary adjustments in such manner as deseribed in
the preceding item so as to serve the purpose of the provisions
of paragraph 1.

" (¥) "Cases which do not fall under any of the preceding three
items, A price computed by deducting the amount of customs duty
and other imposts and the amount of ordinary expenses from
delivery ex-ship to wholesale (including ordinary profits from
vholesale) from the price at which goods of the same kind as, or
a kind similar to, the goods concerned are sold in Japan in the
ordinary quantity and manner of wholesale transaction at the time
of import declaration, etc. of the goods concerned and by making
necessary adjustments to the remainder in the manner ‘deseribed in
item (2) with the difference in quality, efficiency and other
conditions between the goods concerned and the goods of the same
kind or a similar kind concerned taken into consideration.

4. In case the dutiable value is computed in accordance with the

provisions of either of the preceding two paragraphs, the conversion
of a price expressed in a foreign currency into Japanese currency
shall be made at such rate of foreign exchange as prescribed by the
Minister of Finance as of the day of application of laws and orders

to be fixed in accordance with the provisions of Article 5 (Applicable
Laws and Orders) of the Customs Law (as regards siéh goods as mentioned
in item (2) of the same Article, the day of the import declaration
“thereof).

5. The details concerning the application of each of the preceding
paragraphs and other necessary matters concerning compiitation of the
dutiable basis shall be prescribed by Cabinet Order.

(Benefit Duties)

Article 5. As regards products of-and imported from countries which
are not given the benefit under a special provision of a treaty con-
cerning customs duty (including areas constituting parts thereof;
hereinafter the same in this Article through Article 8 and Article

- 9-(2) phragraph 2), benefit concerning customs duty may be given with
countries and goods designated and within the 1imits of the benéfit
under the said provision, in accordance with the provisions of
Cabinet Order.
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.~ - 13 Mexicn: Import Tariff
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a. Custom Code, January 20, 1056% .

Article 3 - By and with the approval of the Tariff Commission, the Secretarfa de

Hactenda y Crédito Piblico shall officially establizh the prices of the vatious eategories
of goods for the purpose of applying ad velorem rates of duty,

These olficlal prices shall be publiched:-in the Diario Offeial of- the Federation and shall
l!:o%olt‘ne operative on the date fixed in each case by tha Secretaric de Hacicnda y Crédito
ublico.

For the determination of the official pricgs above referred to the Secretarfa de Haciénda
shall comply with the rules published in the Diario Oficlel ef July 31, 1548 and in the Diario
Oftetal of May 4, 1931, until such time as they aze amended by the Executive Power.

Article 4 — The ad valorem duty rates sct out in the Tariff are to b2 #pplicd on the
official price assigned to 'the goods concerned, unlees the price. appearing in the trude

invoice s higher than the offical prics, in‘which case the ad valaren: rotis ef duly are
to be applied to the invoice price. .

- Where no official prica has been established, the ad valorem rates of duty are lo be
fevied on the price given in the invoice. . S

Where no trade involee exists or If such Involce is not required in confurmity wilh the
provisions of tha Customs Code, the value of goozs shiall be established by the examiner
responsible’ for carrying out Customs Identification, who shall, for that purpose, refer to
sales bills, statistics, catalogucs and other documants thut miay ba produced by the jm-
porter. In the absence of such documents, the examiner shal} cstablish the value by
estimate, .

The same procedure shall be followed wlhiére il is suspected that the invoice value
is not the real value, and, if the Inaccuracy is confirined, the cxaminer shull notify the
foct 30 as to initiate the compulsory examination of the administrative filv,

Article §, — Teade invoices accompanying imported goods must glve the value of the

_ goods on their retail sale on the market in the place of purchase, togother with expenses,

such a3 tha cost of packaging and labour. However, no reduclion shall be allowed, other

_than s reduction for freight and insurance premiums,

In cases provided for by law, or when the Secrctaria de Hacienda y Crédito Piblico

so decms expedicnt, it chall be compulrory for the trade invoics to contin a declaration

made under oath by the importer-or thie consignedto the effect that Thé price In the invoice

" is that of the goods concerned in the market in the place of purchase on their sale by

retall. False declarations shall render the person concarned liable to the penal sanctions
provided for in such cases, without prejudice to the facully of the Secretaria de Hacienda
to demand the payment of the dutics assessed by applying the ad valorem rates to the
retall valucof the good: on the market, .

LI

sy e N Leoae s s

: 1/ Curréntly in effect, Liﬁrary of'COngr,ess,‘"Jant‘mry 1972 R

0-429 01319
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b, O0fficial Journai, dated July 31, 1948

Official Prices and Commercial Invoices

Rules proclaimed July 13, 1948, which the Secretariat of Finance
- and Publiec Credit should observe in fixing prices for the application
of the ad valorem quotas established in the General Import Tariff
(Tariff of General Duty on Imports).

- Based on the third article of the decree establishing. tho Ccneral o
Import Duty, I have proclaimed the following

RULES which the Treasury Department should observe in{fixing prices
for the application of the ad valorem qpotas established in that
Tariff

First.--The wholesale price of the imported merchandise in the
country of origin, of the pxincipal country exporting such gooas to
Mexico, will be used.

Second. --In defining the wholesale price, the preveiling price of
the merchandise under consideration in the market of origin will be
taken into account. In order to do this, prices piiblished in the daily
newspapers, trade publications, catalogs or price lists gencrally
available to the pudblic will be taken into consideration. There also
will be taken into account the official prices for certain merchaniise
made known by the respective Governments or in thelr official pub-
ications.

, Third.--In case foreign publications vhich may serve as a base to
deternine these prices are not available, it willsde neceasary to
request information directly from important:foreign commercial estab-
lishments or to have the Mexican consulates furrnish such inforimation.

Fourth.--In case foreign prices cannot be obtained nzither in
‘publications nor in direct form es previously indicated, price estimsies
will have to be made with regard to the value(s) of equal or similar ‘
merchandise in the national market. In order to do this, the current
wholesale price in Mexico City will first be taken into consideration
and if these are not available, those of other important markets in
the Republic. For this purpose, prices published in periodicals, trade
" mapazines; catalogs br”prrcé”listswaf'tmpaftant ‘commercial establisha
ments will be taken into account.

Fifth.-~The Secretary of the Department of Finance and Credit
will modify the official prices each time there is a change of 10 per-
"“cent in a price previously fixed.
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" 8ixth.--While studies are beihg completed and necessary adjust-
ments are being made to fix prices in conformity with the aforementioned
rules, these prices will be fixed by taking as a base the statistical
average unit value of the merchandise ‘included in each section of the
lpdrt Tariff 6f 1947, ifereased in relation to the price irdices cal-.
culated for the current year, with thz exceplion of the sections includ-
ed in the Comzercial Treaty with the United States.

In order to fix prices in accordance with the aforementioned con-
- ditions, for the merchandise iucluded in the pertinent sections of this
Treaty, the statistical average unit price for the first quarter of
1948 will ve taken as the base.

_8eventh.~-/Added by Executive Order of March 30, 1951, as published
in the Official Journal of May 4, 1951/.--In those instances in which
the foreign wholesale price, on which the rcgulation applies, is
notably less than that for similar merchandise in the domestic market
or vwhen 1t is less than the cost of production in thiis country, the
Treasury Department shall fix official prices based on the wholesale
prices or on the cost of domestic production. .
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Appendix E. The Final List (Articles to be valued under section hoaa,
" Tariff Act of 1930, as amended.)

N

(T. D 54521) '
VALUATION OF IMPORTS

Pinal lise published by the Secretary of the Teeasury pursuant to section 6 (a), Public Law 921, 84th Congress

o ~Taeasury DIsakvMany,
Warbingion, D. C., Jannary 20, 1958,

" T4 Collecters of Customs and Others Concerned:

The Sccretsty of the Treasury has deteemined and bereby makes
public che lise of arcicles set forth beloww o the final list required by
sectlon 6 (a) of the Customs Simplificacion Ace of 1936, approved
August 3, 1936, 70 Scat. 948 (Public Law 922, 84th Cong.).

Every srticle not specified in such final lise which is enteecd, or
withdrawn from warchouss, for consumption on or alter the
thirciech day after the dace of publicacion of such faal list in-the
Federal Registce, shall be appraised in accordance with the new
valustion provisions of section 402 of the Tarifl Act of 1930, a3
added by seccion 2 of the Custome Simplification Act of 1936.

Bvery aeticle specificd in such-final fise which s entered, or with.
drawn (rom warchouse, for consutaption on ot after the chirtieth
day after the date of publicstion of such final list in the Federal
Register, shall be appraised in sccordance with the provisions of
section 402a of the Tariff Act of 1930, as amended,

The 30th day after the dare of publication of this final lise will be
Febtuar; 17, 1958,

Considerations of convenience to the public have suggested o
Jinting with some deviations from existing principles of carlff
¢lassification, although the names and the order of the statutory
schedules sre maincained in the divisions of the lat. 1t is to be

_emphasized that the ordee or position of any given article on this

list does not In any sensc represcat an attempt to state, or affect, the
classification of any article for eariff pueposs.

Articles specified in this fina! dist which were not specified in che
pecliminary list published in the Federal Register dated Auguse 23,
1937 (22 F. R. 6842), but which have been added after investigation

- of - timely repnumatiom made by manufaceurers; ptoducm. or
- wholesalees in che United Staces 18 providcd for under section 6 (s)
.of the ace, are marked with an asterisk (*). The asterisk identifica.

tion is made solcly for the purpose of information to the public and
{s not intended to have any effect upon the dmlﬁctdm of any
arsicle for eariff purposcs.

CHEMICALS, OILS AND PAINTS

Coal-Tar Products

Colms, Dyus, Stains, Cilwr Acids, Basus, and Similer Pmlm:
*Acetosnl green DLS

Acid anthracene red 3L
SAcid anthralan red HGK

- OAcid golden yellow 2R - - - .
o A leather BN GBL e« worm < r mmrees e g -
*ALd leather owa N3G :

*Acid leather Srown §
Acid leather Jark beown G.
Acid leather dark brown R
Acid light scarlet GL
SAchl agenia

" Acld magenta FN extea

*Acid pure blue BR

- CHEMICALS; OILS AND PAINTS=~Contlnved -

" Cotl-Tar Products—~Continued

Coloes, Dyis, Staint, Colww Acidr, Bases, axd Similar Produets—Con,

Acid pure blue R supea |
Acid red 3L
*Acid 1ed HGK
*Acid red XB
*Acideem Havans M
$Acramin black FBRK
*Actamin blue FFG
*Actamin golden yellow FGR
*Acramin green FB
*Acramin red FITR
*Acramin violet FFR
Alcian blue 8GN
*Alirarine fase blue BB
Aligatine fast brown G
*Alizatine fast violet FRL
SAliaaring geranol B
*Alizarine light blue SGL
Alizarine lighe blus ESB
Alizarine light blue PG

" Aligsrine lighe blue HR

*Alizariae ligh't blue HRL
Aligarine tighe browa BL

®Alizarine light red violet JRL
Aliaarine lighe violee RCN
Alizarine milling green B
Aliarine pure blue BL
Alizarine supea blué SES

*Aluminum stcel gray DM

*Anodal light black new

*Anodat light geay
Anoda light orange

*Anodal light orsnge £3
Anthraquinone violet
Anthraquinone violet D
Anthrasol golden yellow IRK

*Arcisil blue GFL
 Artisil direct blve OFL
Artisil direct orange RFL 4

*Arsisil orange RFL

*Aoic black 3382

*Awic golden ycllow IFG

SBASF discharge blue 30

-$Bemmarnine brilliant Blue PBE g~ + - o e e e

*learamine brilliant green €G
*fenrimine dark blce BLS ‘
*Ienzimine green GS

*Hento brilliane green GLS

Benzo brilliane green LIG

*Benzo orange BS

*Rentyl fast orange G

*Denayl fase ted 2BL
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CHEMICALS, OILS AND PAINTS—Continued

Cosl-Tar Products—Continued

Coloes, Dyus, Srains, Colow Auids, Bares, and Similor Praduct—Con,

*Denyyl fast tubine 4DN N
*Beasyl fast ycllow GW
$Benzyl red 30
*Benzyl red DN
*Denayl red R
Dleachers tint
.. Deilliant alizatine light blue )F
” afkcilliant alizarine light ted 4B
Deilliant alizacine milling blue FGL
Beilliant alizarfae milling blue G
Brilliant alizarine milling red FDL
Brilliant alizatine milling violet PRL
Brilliant alizarine sky blue 2GS
Drilliant direct pink 30
Brilliant direct pink B
Drilliant kiton red O
Brilliant sky blue 8G
Brilliant sky blue RRM
Brilliant sulfon red SB
*Carbolan brilliant blue 2RS
Carbolan ¢timson BS
$Carbolan ycllow 4G
Chloramine brilliant green BN
Chloramine copper red $DL
Chloramine fast brown 2R
Chloramine fast browa 4RL
Chloramine fast brown R
Chloramine lighe geay B
Chloraminc light gray R
Chlorantine fase blué 2BLL
. *Chlorantine fase brilliant blue 2GLL
Chlorantine fast brown 4RL
Chlorantine fast brown 6GLL
*Chlorantine fast gray 20LL
Chlorantine fast gray GLL
Chlorantine fast geay NGLL
*Chlorantinc fast green F2GLL
* ~#Chlorantine fa3é davy blué RLL
Chlorantine fast olive GLL
Chlorantine fast orange 2RL
Chlorantine fast red SGL
*Chlorantine fast red SGLL
Chlorantine fast rubine RNLL
Chlorantine fast scarlet BNLL w
Chlorantine lighe gesy B :
Chrome fast bordeaux FOL
" %Ciba pink DG
*Cibacete blue 3GN
*Cibalan black BGL
Cibalan blue DL
Cibalan bordeaux JUL
Cibalan bordeaux GRL
- *Cibalaa brilliant blue G
e *Cibalan brilliane blve GL
Cibalan brilliant yellow JGL
Cibalan brown SRL,
Cibalan brown BL#
Cibalan brown TL
Cibatan corinth BL

_CHEMICALS, OILS AND PAINTS—~Continucd

Coal-Tar Produccs;-Cohtlnued :

- Coloes; Dyer, Sraint, Colep Acids, Baivs, and Similar Pnhm—Con

Cibalan gray IGL .
Cibalan gray BL
Cibalan green GL
Cibalan red 2GL
Cibalan searlet GL
Cibatan violet RL
- %Cibalan yellow 2DRL
Cibalan yellow GRL
*Cibanone blue 2R
Cibanane violet 68
Cibanone yellow 2GR
Cloth fast bordeaux B
Cloth fase beillisne red
Cloth fast brilliant violet
Cloth fast orange G
Cloth fast red 2BL,
" Cloth fase red 3D
Cloth fase yellow 2G
Coprantiné black RLU
Copeantine blue GLL
Coprantine blue RLL -
Copesntine bordeaux 2RLL
*Coprantine geay 1GL
Copeantine gray 2RLL
Coprantine grcen G
Copeantine green IGLL
$Coprantine orange 1BRL
Copeantine yellow 2G
Copeantine yelow GRLL
*Copesntine yellow brown GLL
Cuprofix brown CRL
Cupeofix grsy ILD
Cuprofix navy blue CBL
Cupeopheny! black RL
= Cupropheny! brillisnt blue 2BL
Caprophenyl brown GL
.. Cuprophenyl brown 2GL. . .
Cupeophenyl brown 2RL
*Cuprophenyl gray 2BL
Cuprophenyl geay GRL
Cuprophenyl navy blue BL
Cupropheny] navy blue RL
Cuprophenyl red BL
Cupeopheny! rublne RL
*Cuprophenyl yellow JGL
Cupropheny! yellow RL
Cuprophenyl yellow brown ROL

" *Deorlene britliant blue RL

Deorlene brilliane red R
Detms blue 2B
Derma carbon B

*Derma cacbon black B. - 3

Detmacathon GTS ~ ;)
Derma gray LL
Diamine orange P
*Diamond chrome brilliaa: vielet $3
Distamiae fast bordeaux 2BWL,
Diszamine fast scarléet RWL
*Diszo brillisat green 66 .
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CHEMICALS, O11.8 AND PAINTS—Continued

" Coal-Tar Producis—Continued

Colws, Dyus, Stains, Coler " Asids, Bant, and.Similew Pnlu'r-vcon

" Diszo brown BWA .
*Diaro fast blue 6GW
Diazo fast green BL
Diazo trikot fase blue BL
Diszopheny! blue 8GW
* Diaropheayl beitliant green G
_ Disxophenyl fast blue GL supea |
Diazophedy) fast green 20L
Diszophenyl fast geeen GLN
$Diszopheny! fast scarlet GL
Diorlene blue G
Diotlene brilliant blue RL
Diotlenc brilliant red 3B
Diphenyl brown BDN supra d
Dipheay! fast blue 106L
Diphenyl fsst blue green BL
*Diphenyl fase bronze GL
Diphenyl fast brown 2RL
Diphenyl fast oeange JRL
Diphenyl fast orange GRW
Dipheny! fast red GL
*Direct brilliant pink G
*Brganil gray BC
*Erganil light brown C
Brio fast brown SGL
Erio fast brown SRL
Eriochrome szural G
Eriochrome blue 2GK supea
*Eriochironi¢ browa SGL
Eriochrome brilliant green GL
Eriochrome briltiant violet B supea Ut
Eriochrome beilliant violet R supra 1
Eiiochrome geeanol R supea 1
Eriochroms red G
$Erioglaucine X
Fast blue 1M
Fast jet black 2BRE
Fast leather black CL
*Fyst leather brown CB
Fast leather dack blue BR
Fast silk sky blue
Grasol blue R
Grasol fast black G
Grasol fast brilliant red DL
Helizacine brilliant orange G
Helizarine gold yellow G
Helizarine giay B
Helizarine olive green G
Helizarine otange R
Helizarine ed B
Helizarine red GR
Helizarine red R .
__Helizatine yellow G
*Immedial new blue FBL,
*Indanthrene brilliast orange RR
“Indigosol brilliant crange IRK
Indocyanine D
$legacet brown 2GL
$legacet brown IRL

CHBM!CA!.S.‘ OILS AND PAINTS—~Continued

CoalsTar Products~Continued

Colies; Dyes, Stains, Color Aclds, Bass; avd - Similar -Pradic:r~Cosi,
*legacet gray BI.

*lrgacet orange RL

lrgacet ted SGL

" Srgacet rubine AL

Slegacet yellow IRL
lrgscet yellow GL
legalaa blue GL
rgalan blue RL,
frgalan bordeaux 28L
*lrgalan brilliant geeen 361,
Irgalan brown 2GL
Irgalan browa IRL
Trgalan brown 3BL
fegalan brown IRL, .
Itgalan brown vioket DL
Irgalan datk brown SR
frgalan geay BL
Jegalan olive BGL
{egatan otange RL
fegatan 1ed 3G
Ylegalanred SGN
Irgalan cubine RL
Itgalan violet SRL
lrgatan yellow GL
leganol green BLS
leganol red BLS
Irganol yellow SGLS
*Kiton brown R
*Kiton gieen A
*Kiton thodamine B
Lanasyn browa RL
Lanasyn brown JRL
Lanasyn orange RLN
*Lanasyn red BL
$Lanasyn yellow GL
Leucophor B
Leucophor BS
Leucophor WS
*Levacen blue GB oo

_*Levachrome brilliant violee SB

$Levamine yellow GW
$Levanol fase orange GS
®Levanthrene red brown GR
*Lugatol brown NGR

"*Lumatex black T

$Lumatex blue B
$t.umatex blue R
*Lumatex brilliant orange G
$Lumacex gray B
SLumatex olive green G
$Lumatex orange R
Lumicrease green JLB
Lumicrease yellow 3LG.
*Lunergan medium hrown'C
*Lutanting supra turquoieé blue FUL
Luxatthol red R
$Metachroms yellow KB
" Metomega chrome bordrsux 2B
Mecomega chrome browa POL
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CHEMICALS, OILS AND PAINTS—Contlnued CHEMICALS, OILS AND PAINT3~Coatiaued

* CoshTar Products—~Contlnued - Coal-Tor Products—Contlnued
Colons, Dyis, Staini, Colwr Acidy, Bastt, and Siniler Produets—Con,  Colws, Dyts, Stains, Colwr Atids, Basr, and Similaw Feodwrs~Con,

Oxanol turquoise blue FGLL
Palancheene eyanine B

" oPyeazol fast Llue FGI,

Metomega chrome browa PRLL *Pyrazol fast blue 201N
Metomega chrome gray.DLC Pytarol fase brown RLN
*Metomega chrome green BLL *Pyrazol fast geay 1DL
" ®Metomega chrome red IGLL Pytszol fast orange GLL
Methyl Iyons blue, sale-free Red B dye for nlird eellulose Isecuers
Microsol brilliant blue G Red dye for niteo cellutose quum
*Miccosol browa GR *Resoline blue FOL.
" Monolite fase brown BVS *Resoline blue RRL
Naphthocheome violet R Rigan sky blue G
*Neolan favine GFB *Ronagen black IL
*Neolan light brown C $Sandoctyl orange RLCI
$Neolan red R *Sandocryl violet BLCI
Neolsn yellow 8GE Sella acid brown B supea
Neuteal orange GX Sella acid brown G supea 1
Neutral orange RX Sella acid brown R supea 1
Neuteal yellow GX Sella fase black FF
Neutsal yellow RX #Sclla fase brown DGR
*Nigrosine T #Sclla fast brown DR
*0il brown B Setacyl blue for discharge G
*Oil red IR - $Setacyl blue green BDN -
*0il red BB #Setacyl blue green BSN
*Omega chrome brown G Setacyl browa 2GR
*Omega chrome olive GL Setacyl orange 2R
Orange G dyc for nitro cellulose lacquers Sctacyl red GUN |
*Orasol brilliant fast red RG Setacyl violet 2R
*Orasol orange G Sctacyl violet BR
*Orasol scarlet GR Sctopaline supea |
0rtolan blue G *Shirosol
*Oxanal black RLN Silk brown 3R
_.*Oxanal red DL Sitivs black L

Sitius supra brown G
*Sitius supea brown 3G

Papee fast bordeaux B *Sitius supea gray GG
*pigmeant carmine FDB *Sitlus supra orange RRL
“Pigment fase black TW Solar blue 2GLN
$Pigment fast carmine G *Solar blue F
*Pigment fase marine RLW Solar blue FGL
*Pigment fast red R Solar brown RLN
'Pi::cm red coner HR Solar dischaege orange LG
*pigment yellow HR Solar geay 281,

*Pilace fast navy blue RON Solophenyl bordeaux 2RL
*Pilace fast red RN Solopheny) brown BL

Polar blue G suprs | ~, Soloph:nyl browa GL

Polat brillianc bl:e GAW Soloph:ny: brown GRL

Polar brilliant eed D ! Solophznyl brown RL

Polat brilliant red 3D | Sologhenyl dack geeen GBL

Polar brilliant red DN | Solophenyl geay 4GL

Polar brilliant red 3DN Solophenyl oljve GL

Polar britlian red 10D | Solophenyl orange 2RL

Polar brilliane violee DL) Solopheayl red 4BL

Polst brown 1GL *Solopheny) rubine IBL

Polar gray ‘Solo::cnyl turquoisé blue GRL

_ Polstmaroon V. . . L. - Sulfonine brillisnt red 38

Polar/(cd RL Sulfonine gray BWL
Polar yellow SGN Sulfdnine geay G
PV fast violkee DL Sulfosine searlec GWL
PV fast yellow HR Suptaming red B
*Pyrazol discharge orange SLG *Telon browa GRL

Tinopal SP
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CHEMICALS, OILS AND PAINTS—Continued
. Coal-Tar Products—Continued

Colwes, Dyus, Stalns, Colow Actds, Baus, ond Sivcller Praducts—Con,

Tinopal WR )
Uvleex GS

Uvicex R1

Uvltex RT

Uvitex St

. SVatblack brown NT ‘ ST
** oVae brillisat scatlet RK

*Verogen brillisnt ted AN-B
*Verogen red AN-IFG
Viscofil blue BL
Viscofil blue green BL
Viicofil green 2GL
*Viscofil orange GL
Viscofil red BL
Viscolil yellow 3GL
Viscolan fast brown 3G
*Vulcan.fast ocange GG
*Vulcan fase plnk G

_Vulean fase yellow 3G

Wool fast blue FBL .
Xylene ¢yanol FF ) )
Kytene:fast.oringe P .

" Xylene fast red P -

Xylene light yellow R .
Xylene milling yellow
Xylene red B

#2apon fast scatlet CR - - - . .o

i Ivemudions
“Adiple seld :
SAgent 3111
‘Anllinc hydrochloride (salt)
*Beta naphthol

Brentho! BA

Capeolactum

Carbsxole
*Cassopat GL

Dikctoindollne (lsatlo)
*Edolsn A

Epsilon amino caprolactum

Bpilon caprolsctum

Fast black ANS sale

Fast black K eale

Fast blue RT sale

. %Fast blue VRT sale

Past coelnth V aalt

Fast garnet GC base

Fast ced base

Fast red RBE base

‘Fast ted SW base ’

>

$Gentisic acld
1.Hydroxycyclohexy! bydtopmxnde«l
Mecacresol~90% ot more pure

N;rluhol AS-$

*2.Nicra-p-phenylenediaming

*Nonex WSL

*Nonex WSP

*Noaox
Parschlormetacresol

" Bthingl esteadiol, not in m:edicinal doses -

" SPiperaring hexahydrace, notin medicinal doses
. %Sodium nucleate,-not in medicinal doses

CHEMICALS, OILS AND PAINTS--Continued
Coal-Tar. Products—Continued

Inttrowediarer—Continued

Textile snlseants (cosl-tar intermedistes other than colors, dyes,
staing, color acids, snd bases)
Vinyt earbarole (mono)
Medicinsls

Acetarsol .
*Anthralen (1,8dihydroxyantheanal) 3
Methiylacetanilide
*3.Nitro-4 hydroxyphenyl atsonic acid
*Pentazolum
*Sulfaguanidine U. 8. P.

Sodium thialbarbitone

Other Finithel Prodwcts

Chemlcals, photographic, cual-tar
Iegatan LV
*Koresin*

. Monoline : .

Non-Coalnan Dmgs and Medicinals
*Adenosine: -3-phosphoric acid, no: in medicinal dosés

. ®Adenosine sriphosphiace, ¢gystalline disodium, not in naedicinal

doses

Aloln, not In medicinal dom
Ascotbic acid, (vitamin €), not in medicinal doses
Atcoplae methyl niteate, not in medicinal duses
Atcegpine sulphate, not in medicinal doses
Calciferod (vitamin D-2), no¢ in medicinal doses
Caleium Inceaté, not in medicinal doses
Chloral hydrate, not in medicinal doses
Cortisone acetate, not in medicimal doses
Desorycorticosterone acetate, not in medicinal doses
Digitoxin, not in medicinal dosss » -
Ephedrine hydrachloride, natural, rot in medicinal doscs
Estrone, not in medicinal doses .
*Hydrocortisone, not in medicinal doses

Hyoscyamine hydrobtomide, not in medicinal doses

Hyoscyamine sulphate, not in medicinal doses

Licorize exteact in paste, rolls, or any form other than in medicinal

doses

Lohcline hydrochloride, not in medicinal doses

Methyl testosterone, not in medicinal doses

Khellin, not in medicinal doses

. Mustard oil, genuine, not in medicinal doscs

Nucleic acid, not in medicinal doses

Physostigmine sulphate, not in medicinal dowes -~
Pilocaspine hydrochloride, not in medicinal doses
Pilocarpine niteate, not in medicinal doses

Ruowolfis exteace, not in medicinal doses - -
Rutin, not in medicinal doses

Scopolamine methy! nitrate, not in medicinal dosss
Testorterone, not in medicinal dos:s

Testosterone enanthate, not in medicinal doses
Testostecone propionace, not in medicinal doses
Theophylline, not in meaicinal doses

Thymol, not In medicinal doses
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CHEMICALS, OILS AND PAINTS—Continucu
Non-Coal-Tar Drugs and Medicinals—+Continued

Vitsmin D=1 h,drochloride Cthismine hydrochloride) (B-thissol
compound), not in medicinal doses

Vitsmin B-6 hydrochlocide (pyridoxine hydrochloride), not In
medicinal doses

Industeial Chemicals

*Allyl isothiocyanate, (volatile oil of mustsed, NP VIl synthetic)

. Aluminum chlotide, snhydrous
Ammonium biflunride
Ammonium persulphate
Brucine alkaloid
Beucine sulphace
Chalk, whiting, or patis white, precipitated
Chemical products chiefly used sy sssistanis in preparing ot finishir g
textiles
Chlarine, liquid
Chlorophytl
Decyl alcohol derived from coconut oil
Eegosterol, unirradisted
Echyl silicate
Bucalyprol
4Glucathione, oxidire