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ANNEX 1
INTERPRETATIVE NOTES

General Note

Sequential application of valuation methods

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

with the provisions of this Article whenever the conditions prescribed therein are
fulfilled.

2. Where the customs value cannot be determined under the provisions of
Article 1, it is to be determined by proceeding sequentially through the suc-
ceeding Articles to the first such Article under which the customs value can be
determined. Except as provided in Article 4, it is only when the customs value
cannot be determined under the provisions of a particular Article that the pro-
visions of the next Article in the sequence can be used.

3. If the importer does not request that the order of Articles 5 and 6 be reversed,
the normal order of the sequence is to be followed. If the importer does so request
but it then proves impossible to determine the customs value under the provisions

of Article 6, the customs value is to be determined under the provisions of
Article 5, if it can be so determined.

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

Use of generally accepted accounting principles

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

2. For the purposes of this Agreement, the customs administration of each
party shall utilize information prepared in a manner consistent with generally
accepted accounting principles in the country which is appropriate for the Article
in question. For example, the determination of usual profit and general expenses
under the provisions of Article 5 would be carried out utilizing information
prepared in a manner consistent with generally accepted accounting principles of
the country of importation. On the other hand, the determination of usual profit



