Lecture 27: Agreement on Customs Valuation (CV)
Dear students, this week we are going to discuss about a new WTO agreement which is
customs valuation, the agreement on customs valuation. Why we should study this
particular agreement? Custom valuation is very important for exports as well as imports
because the entire taxation is dependent upon customs valuation because every country's
income is on exports. Chunk of the income you can see that most of the income is from
exports and imports taxes. And in some of the countries there is a very high level of
taxes. In some of the countries the import taxes are very less and some of the countries
even it is O taxes. So that there can be more and more international trade in those
countries. During the 1950s some of the countries the data shows that, the world bank
data shows that some of the countries were very highly imposing taxes and now imposes
0 tax. So this is happened in a period of may be 75 years. So these changes severely
affect every country. So during the Uruguay around of negotiations the members
discussed about a full agreement on customs valuation and also the subsequent policy

objectives.
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This is mainly to make a uniform law, uniform standards of customs valuation. So that
every member country adopts uniform standards. So no discrimination among the
members and the methods used for customs valuation are the same methods. So you can
see the rudimentary provisions in the GATT agreement and also this customs. So
international customs union is one of the oldest international organization which forms
standards which forms guidelines on forming customs union.



Customs valuation is important

* Customs valuation is a crucial aspect of international
trade and plays a significant role in determining the
duties and taxes that must be paid when goods cross
national borders.

* Customs authorities use the customs value of imported
goods as the basis for calculating the applicable customs
duties and taxes.

* These charges are essential sources of revenue for
governments and are often designed to protect domestic
industries by making imported goods more expensive.

So the customs valuation is important why because the customs valuation is the basis of
imposing duties, taxes, taxes paid crossing the borders, crossing the national borders it
can be imports, it can be exports. So, if the customs valuation is discriminatory or
different methods are used by different countries, there may be a disparity among the
valuation of customs duties. This may become a barrier to trade. So during the Kennedy
round of negotiations and Tokyo round of negotiations members discussed this. So we
can see the history from 1950 onwards the members discussed about a parity in customs
valuation because for every government, this import and export duties are a chunk of
their revenue. So everybody wants a parity in the determination or customs valuation.

It is a fair trade practice

* Customs valuation ensures fair trade practices by
preventing the under- or over-valuation of goods.
Consistent and accurate valuation helps maintain a level
playing field for both domestic and foreign businesses,
preventing unfair competition and market distortions.

* Governments rely on customs duties and taxes as a
significant source of revenue. Accurate valuation helps
prevent revenue loss that could result from
undervaluation or other fraudulent practices by
importers trying to reduce their tax liability.

And more importantly the similar methods used for the calculation of customs duties will
lead to a fair trade because if everybody use the similar methods so there will be a parity,



there will be a fairness in calculation of the customs valuation as well as the consequent
duties. So the customs valuation principles help a level playing field for every country.
At the same time the non-discrimination between the foreign business and domestic
business and maximum trade distortions can be prevented by using the same mode of
customs valuation methods. As we said that every governments have customs duties are
a source of income. So there cannot be fraudulent practices in making these calculations

because otherwis the tax liability will go up for all imﬁorts or exHorts.
Trade data

* Customs valuation is essential for compiling accurate
trade statistics. Reliable trade data is crucial for
governments, businesses, and international
organizations to analyze trade patterns, make informed
policy decisions, and track economic trends.

* Accurate valuation helps identify discrepancies, reduces
the likelihood of smuggling, and ensures that the
appropriate customs duties and taxes are collected.

And the entire trade data of every country is based on this valuation. So clear data is
maintained by every country based on this customs valuation. So customs valuation
reliable data, and every government keeps this particular data for calculating international
trade and also their patterns and calculations to be made and to make the economic
policies of every country. So accurate valuation helps to identify the discrepancies and
also it helps to reduce smuggling and illegal entry of products into the country and more
collection of taxes for the government.



Transparency

* Customs valuation, when done transparently and
consistently, facilitates the smooth flow of goods across
borders.

* It provides a predictable and transparent framework for
importers, exporters, and customs authorities, reducing
transaction costs and administrative burdens.

* In summary, customs valuation is important for ensuring
a fair and transparent international trade environment,
preventing revenue loss, facilitating trade, and
supporting the enforcement of trade regulations.

* It is a critical component of the overall framework that
governs the movement of goods across borders.

And the uniform customs valuation methods leads to transparency because every country
knows that this is the method which is to be used for the calculation of taxes, import taxes
or export taxes and which makes the free flow of goods across bodies without barriers. So
it is a predictable system. So every exporters and every importers know the rules and
how the taxes are going to be calculated, how the valuation is going to be made and
consequent taxes. So the valuation is very important with regard to collection of duties
and the duties are very important for every country because this is a huge source of
income for every countries.

I
Customs Valuation

e Customs Valuation is the determination of the economic
value of goods declared for importation.

* Having a standard set of rules for establishing these goods'
value is of great importance for several reasons.

* Customs duties and value-added tax (VAT) are calculated as
a percentage of the goods’ value.

* Economic operators and customs authorities need to have
clear rules on how to perform these tasks.

And customs valuation determinations are very important because the customs duties are
usually collected on ad-valorem duties. Collected on value added tax, so customs
authorities must have the clear rules for the calculation of these valuation methods for



collection of duties which will help, these methods will help the customs authorities to

collect appropriate taxes based on the correct valuation.
|

Policy Objectives

* Having a commonly agreed and accurate measuring
standard is vital for the purposes of

* Economic and commercial policy analysis,

* Application of commercial policy measures,

* Proper collection of import duties and taxes, and

* Import and export statistics.

* Once the value of the goods is determined, customs duties
can be calculated.

So the policy objectives so the economic policies, valuation policies, commercial policies
and India have Exim policy - export import policy, they come out with every year based
on the data, based on the export and import data of the previous year. So the government
decides the taxes to be reduced or taxes to be increased on different products based on the
previous years data. So customs duty calculation is based on customs valuation. So the
common rules to be made.

I
Objective

* The WTO agreement on customs valuation aims for a fair,
uniform and neutral system for the valuation of goods for
customs purposes — a system that conforms to commercial
realities, and which outlaws the use of arbitrary or fictitious
customs values.

* The agreement provides a set of valuation rules, expanding
and giving greater precision to the provisions on customs
valuation in the original GATT.

The WTO agreement clearly says customs valuation aims for a fair uniform and neutral
system for the valuation of goods for customs purposes. And the system is in conformity
with commercial realities of the world and it rejects arbitrary or fictitious customs values



calculations. So the agreement provides a set of valuation rules and which provides a

greater precision to the calculation of customs value.
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GATT &CV

* Customs valuation is governed by international
standards, particularly the World Trade Organization's
(WTO) Agreement on Implementation of Article VII of
the General Agreement on Tariffs and Trade (GATT).

* Adhering to these standards promotes harmonization
and consistency in customs valuation practices globally.

When we look into the GATT provisions Article 7 which talks about customs valuation
or harmonization of customs valuation or consistency in custom valuation practices
globally. Because the members during the GATT time itself they know that what is the
importance of the uniform rules for calculation of customs valuation and the customs

duties collection based on proper valuation.
_

GATT ARTICLE VII PRINCIPLES

e Customs value shall be based on ‘“‘actual value”, which is the price of the
imported merchandise. or like merchandise. in sales in the ordinary course of
trade under fully competitive conditions

e If “actual value™ cannot be determined. Customs shall use the nearest ascertain-
able equivalent

+ Customs value shall not be based on value of merchandise of national origin, or
arbitrary or fictitious values

+ Customs value shall not include internal taxes on a product that the country of
origin or export refunds or exempts

¢ Currency conversion shall reflect effectively current value of currency in com-
mercial transactions

*  Where price of imported merchandise is determined by the quantity purchased,
customs value shall be based on prices for comparable quantities or, as long as
the result does not disadvantage the importer, prices involving larger quantities
in sales in trade between the exporting and importing countries

* Governments shall publicize their valuation methods

* Governments shall report on steps they have taken to implement Article VII and
to review the operation of their value methods. upon request of other GATT

parties.

So if you look into the article 7 of the principles what are those GATT principles? So |
said that the customs valuation principles are not new to the Uruguay round. From
GATT itself it was a subject of discussion. So what was the customs - the GATT rules
with regard to customs valuation? So the GATT rules clearly says that the customs value



shall be based on actual value. So the actual value is usually the invoice price, invoice
price of the merchandise. So in the usual set of reasons, in the usual market, in the open
market not under the special circumstances. So the actual value if it is actual value
cannot be determined in certain circumstances then the nearest ascertainable equivalent to
be taken into consideration. So now under the customs valuation code how these values
should be assessed when the actual value cannot be calculated is also given. Various
methods are given in the new customs valuation code. And thirdly a customs value shall
not be based on value of merchandise of national origin or arbitrary or fictitious values.
If there is no rules, the customs authorities can fix arbitrary or fictitious valuations. If
there is very clear rules they cannot do this. And also, customs value shall not include
internal taxes. Customs valuation so that means export duty is different, import duty is
different from the domestic tax collection. And then currency conversions shall reflect
effectively current value of the currency in commercial transactions. So now also the
currency fluctuations always have a concern for always for exporters and importers it is
always a facility. So the quantity, quality and also the currency conversions are a
concern. So the price of the imported goods are determined by guantity purchased.

Customs value should be based on comparable quantities, that means comparable
quantities it is for a period of time or similar comparable quantities. Prices also because
if it is a bulk order the prices may fluctuate from a small order. So that is also to be taken
into consideration. And most importantly the transparency provision the government
shall publicize their valuation methods in advance. And the government shall report the
steps taken to implement Article 7 of the GATT. So in the GATT period itself there was
comprehensive provision, preliminary provisions not elaborate provisions where there the

GATT agreement in order to determine the valuation methods.
N

Harmonized Tariff Schedule of the United States (2007)
Annotated for Statistical Reporting Purposes

Hoading/ [Stat Unit Rales of Duly
Subheaang |Sut- Arfic n
fix

of
Quanfity Genora Specal

2201 Wators, Inciuang natur
sorated waters, not con
sweetaning mattor nor
2201.10.00 | 00 | Mineral waters and soratod waters..........

al waters and
othr
-] mers... 0.25 Iter Froo (A, AU, BH. CA, |2.5 cAitor
CL E,IL, MX.P. 5)
s i Froe Free

Specific Duty Rate
«—

Free (A, AU, BH. CA, |4 e/iter
CL.E, IL, J, JO, MA,

2201.60.00 |00

2202

()

1 litors

ters
1 liters,

2202.50

Mik-Dasad drinks

2202.60.10 |00 CHOCOIALO MK FINK. 1. cvacanes s osnsscms st son Froo (A+, CA. D.E,
L. J, JO, MX.P. CL)

torsf..........}. 17%
8.5%
13.6%(MA)
13.5%(BH)
14.1% (AU)

Ad Valorem Duty Rate

So usually the harmonious tariff schedules this is of US in 2007 which talks about how
the ad valorem duty is collected and how the special duty rates are imposed. Mostly, the
duties, the customs duties are collected on an ad valorem basis. And also you can see
many countries have many provisions.



Background to Agreement of Customs
Valuation

* In 1950, 13 European Govts. Developed Brussels Definition of
Value-Notional Price Concept.

* Not joined by US, Canada, Australia, New Zealand and South
Africa-supported ‘positive concept’ e.g. actual price for exports or
price for domestic consumption in exporting country.

* The precursor to the Agreement on Customs Valuation was the
Agreement on Implementation of Article VII reached in 1979
during the Tokyo Round of multi-lateral trade negotiations (1973-
79) (‘Customs Valuation Code’)

* This Agreement was to give effect to the basic principles of
customs valuation laid down in GATT Article VII.

So in 1950 the European government tried to come out with certain definition of value
what exactly do you mean by “Value-Notional Price Concept”. So the Europe come out
with a definition of value what exactly mean by value. They come out with a value
notional price concept. So if the original value is not available then how you fix
notionally the prices. So value notional price concept. And it was considered as a new
concept and then the US, Canada, Australia, New Zealand, South Africa, they supported
this Positive Concept. So they said that the valuation should be based on actual price. So
these countries, the positive concept countries, some of the countries did not join, these
countries that means the US, Canada, Australia, New Zealand, South Africa, they
supported another concept which is opposite to as that of the value notional price concept
that is the positive concept. So these countries supported a concept which is just opposite
to the European concept and that concept is like actual price for exports or price of
domestic consumption in the exporting country. So finally, in Article 7, we saw the
provisions of the GATT provisions preliminary provisions. So these discussions has
made again the customs valuation become a discussion point during the Kennedy round
as well as the Tokyo round. And in the Tokyo round a full code, the customs valuation
code was established or came into effect as a part of implementation of Article 7 of
GATT. So customs valuation is not new at all, so a full fledged customs valuation code
was drafted and adopted in the Tokyo round of negotiations.



Background to Agreement of Customs
Valuation (contd.)

* Different methods of valuation were adopted by different
countries if transaction price was to be rejected.

* Valuation based on price prevailing in country of export was

objected to by developing countries as prices were higher in
their countries. ‘

So because every country uses different methods for the valuation which leads to
disparity in international trade. So the question is whether it should be based on the

prices of the country of exports or the country of imports. This is always the question.
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So the customs valuation code was drafted so if you can look into the customs how the it
leads to the percentage of taxes. So this table shows the percentage of taxes in these
countries on exports and imports international trade. So you can see that some of the
highest taxed countries are African countries. So you can see that there is a zero tax
regime in Mauritius, at the same time the highest tax regime which you can find even
above 50 percent in some of the countries like Lestho, Liberia, Namibia, Central African
Republic, Benin, very poor countries. So all the poor countries in a line which you can



see that they charge very high on exports and imports and that is why it is a source of
income for them. So the taxation is basically based on the valuation.
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This is the very recent data it is very recent World Bank data which shows and what is
the country which is charges, these are some of the countries this matrix is prepared by
them and some of the private agencies as well. So they compiled the data together and
you can see that and if you would not believe now the West Asia conflict and Palestine is
the country the highest in the world which taxed on trade, international trade and it is
almost 37 percent, 37.6 percent. Then Namibia then because of the problems, economic
problems, Sri Lanka 24 point. So from the Asian countries Sri Lanka is the highest with
this taxation 24 percent. Then comes other countries like Philippines, Botswana and one
of the least developed countries with the highest taxation system is on international trade
is Nepal then Kazakhstan and then other countries like a Bama small countries and then
there is a list of countries those who charge highest taxes.
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the Palestine came and other than Palestine you can see that Sri Lanka is the country with
the highest taxed. This tax is only with regard to one international trade export and
imports. Then comes  Philippines, Nepal, Kazakhstan, Kyrgyzstan, Cambodia,
Bangladesh, Mongolia, Armenia, Azerbaijan, and Thailand and it is going on and some
of the lowest countries or | would say that zero and zero taxation is in Singapore and if
you look into 50 years back Singapore was one of the highest taxed country and now it is
a zero taxed country and it is a developed country now. So how you deal with the

international trade it depends upon your policies.
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So this is India so it was the available source which you can see that it is a World Bank
data which shows what was the taxation for the last few years, maybe one decade so 2008




to 2018 so one decade. So it is fluctuating and it is not only fluctuating you can see that
in 2008 and what was our taxation and now it is one of the lowest. So it means that our
export import is going very high and the taxation is going low but from 2008 to 2016 you
can see that it is very high to the tune of maybe 15 percent. Now it is coming down so
the taxes are going down in India as well. So the country is economically performing well
they have to reduce the taxes so that there will be more export and import will happen.
So this we discussed this particular data on the background of how important is valuation,
how important is customs valuation. So customs collection is based on valuation.

Agreement on Customs Valuation-ACV

* Concerns regarding different valuation practices addressed
in Tokyo Round Valuation Code .

* 40 contracting parties signed the Code.
* India, Brazil and Argentina not signed at that point of time.

* India accepted the Tokyo Round Agreement on Customs
Valuation in July 1980 and implemented it from 16.8.1988

Then we come to the agreement on customs valuation. So, in the agreement, we already
said that a full-fledged code was formed in the Tokyo round of negotiations, and in the
Tokyo round of negotiations there were 40 contracting parties signed the code. India,
Brazil, Argentina. India and Brazil, two developing countries, Argentina not signed the
code at that point of time. So India accepted the code after many years in 1988. So many
years after so that means in 1979 the Tokyo round was concluded maybe after nine years
India signed and accepted the customs valuation code, and they implemented it.




Customs Valuation - GATT/WTQO Timeline

Apr 25, 1984
Valuation Committee
Decision on
November 1, 1979 Interest Charges
GATT Valuation Code \

November 1971 Protocol \  September 24, 1984
January 1, 1948 Report January 1,1981 | Valuation Committee January 1, 1995
GATT Established: ~ GATT Committee on GATT Valuation Code Decsnn on Software WTO Valuation Agreement
Article VIl Principles  Trade in Industnal Products \ Enters into Force | + Ministerial Declarations
for Customs Valuation Takes Effect
. l September 1973 - April 1979 l l ﬁ September 1986 - April 1994
Tokyo Round Negotiations Uruguay Round Negotiations
1948 1971

Figure 3 GATT/WTO customs valuation timeline

So if you look into the complete history of the customs valuation from GATT to WTO
you can see that in 1947 the GATT and then Article 7 is included in the GATT agreement
in 1947 then comes some of the proposals from the European Union and other people in
1950s then it goes on the negotiations in the Kennedy round and the Tokyo round, then
the Tokyo round finally, the customs valuation code and also you can see that 1971 a
report was prepared by the GATT committee on trade in industrial products. So the
GATT customs valuation code was adopted in 1979 in 1981 it enters into force and also
the customs committee has come out with certain decisions in 1984 as well and 1995 the
Uruguay round of negotiations come out with the complete customs valuation agreement
and it is effective from 1995.

CV during UR

* CV is same as the ‘Customs Valuation Code’ of the Tokyo
Round

* Countries were bound to sign it on account of ‘Single
Undertaking’ nature of UR Agreements

* Major features of UR Round: Ministerial Decisions
concerning
(i) Cases where Customs Administrations Have Reasons to
Doubt the Truth or Accuracy of the Declared Value;
(ii) Texts Relating to Minimum Values and Imports by Sole
Agents, Sole Distributors and Sole Concessionaires.




So during the Uruguay round of negotiations, customs valuation was again discussed
especially the focus was on different methods of calculation of customs valuation and we
know that the administrative mechanisms for collection of the customs duties - every
country has to maintain separate offices for the collection of customs valuation and
customs duties.

e ——
ACYV during UR (contd.)

* The Agreement on Customs Valuation provides elaborate

rules for full and uniform implementation of Article VII of
GATT 19%4.

* This would apply where Customs duties are levied on ad
valorem basis.

* Under this Agreement, it is recognized that to the greatest
extent possible, the valuation of goods for Customs purpose
should be the fransaction value.

So elaborate rules and provisions were given under article 7 implementation of article 7
in the Uruguay round of negotiations and also you can see that for all customs purposes,
the value is considered to be the transaction value. Transaction value is the invoice price
mostly the invoice price.

CV Agreement

* Customs valuation plays a fundamental role in the import of
goods. It is the methodology that countries use to value
imported goods in order to collect duty.

* The WTO Customs Valuation Agreement sets the international
rules that must be followed.

* The Customs Valuation Agreement is intended to provide a
single system that is fair, uniform and neutral for the valuation
of imported goods for customs purposes, with the objective of
conforming to commercial realities and outlawing the use of
arbitrary or fictitious customs values.

* The Agreement recognizes that customs valuation should, as far
as possible, be based on the actual price of the goods to be
valued.

So we will see all different methods of calculation but again the Uruguay round reiterated
the importance of customs valuation and customs valuation methodologies for calculating



the customs value. So now 164 member countries to follow these methods only which is
provided under the Uruguay round of negotiations. So the intention, the aim of the
customs valuation agreement is very clear - uniform and neutral valuation methods for
customs purposes. So the agreement recognizes that the valuation should be made on the
value, the price, the actual price of the goods. So how the actual price of the goods is
calculated there are six methods which are prescribed in the agreement that we will see

later.
T
Trade Taxes as a Share of Total Tax

Revenue
S
All Countries

OECD 1/ 4.7 2.7 56 ¢

Non-OECD 24.2 20.5 17.7

Africa 38.6 31.9 37:5

Asia and Pacific 29.0 27.6 19.2

Middle East 31.7 28.9 25.2

Western Hemisphere 249 143 14.2

Sources: Various issues of: IMF, Government Financial Statistics and
World Econontic Outlook; OECD, Revenue Statistics.
V Excluding Czech Republic, Hungary, Luxembourg, and Poland.

immediately after the WTO. So many countries taxed very high before WTO before
1995 and even the OECD countries, developed countries the taxation was 4.7 in 1980, it
became 1.1 after the WTO and in Asian countries it was 29 percent it became 19 per cent,
there is a substantial reduction but Africa if you look into there is no much changes at all
it was 38 per cent and it is 37 per cent. So | said Africa still after 27 or 28 years of the
constitution of WTO still Africa is the highest taxed countries in the world on
international trade and Middle East also there is substantial reduction, other countries in
West also there is reductions, but Africa is considered continued to be the highest taxed.
So this shows that the source of income mainly is from international trade.



T
Methods of Determining Value

* Where the declared transaction value is the first choice for
the calculation of value. If it is rejected, five other methods of
valuation have to be applied sequentially. They are:

1. Transaction value
2. Transaction value of identical goods (Article 2)
3. Transaction value of similar goods (Article 3)
4. Deductive value (Article 5)
5. Computed value (Article 6)

. - Fall-back method (Article 7)

And what are the methods of determining value. So we said that the value should be
based on actual price. So how the actual price is to be determined, the valuation methods
are clearly given in the customs valuation code. There are six methods which are
mentioned and these are: first is transaction value, the second is transaction value of
identical goods, third is transaction value of similar goods, fourth is deductive value, fifth
is computed value and sixth is Fall-back method. We will discuss elaborately about the

six methods in the next classes.
o |

Rules for the Valuation of Goods at Customs

* As per WTO, the process of estimating the value of a product at
customs presents that can be just as serious as the actual duty
rate charged.

* The WTO agreement on customs valuation aims for a fair,
uniform and neutral system for the valuation of goods for
customs purposes:

a) Asystem that conforms to commercial realities
b) Outlaws the use of arbitrary or fictitious customs values

* Even, the Uruguay Round Ministerial decision gives customs
administration the right to request further information in cases
where they have reason to doubt the accuracy of the declared

value of imported goods.

So here the rules for valuation according to the WTO rules, very clearly says that these
methods, six methods are adopted in conformity with the commercial realities of the
present world and these methods are going to eliminate all form of arbitrary or fictitious
customs valuations. So the customs valuation now is to be transparent, it should be



reported to the WTO from time to time, all the methods to be reported to the WTO
committee on customs valuation and declared value of every goods is to be reported.

Committee on Custom Valuation

* The Committee on customs valuation overseas the
implementation of the Agreement on Customs Valuation
and provides a forum for members to raise and addresses
queries and concerns.

* The current Chair of the Committee is Mr. Omar CISSE
(Senegal).

The committee on customs valuation is based on implementation of the customs

valuation is overseen by the committee of customs valuation.
55|

Rules of Origin: made in...where?

* “Rules of origin” refers to the criteria used to
define where a product was made.

* These are essential part of trade rules because a
number of policies discriminate between exporting
countries, which basically include:

a) Quotas

b) Preferential tariffs

¢) Anti-dumping actions

d) Countervailing duty (charged to counter trade
subsidies)

And the rules of origin are also very important for customs because where the goods are
coming from that is very important for imposing taxes. At the same time you can see that
there is another agreement which is known as rules of origin agreement because
nowadays there are many regional trade agreements, many free trade agreements and
most of the countries try to push the goods through these free trade agreements so that
there will be a lower taxation. So it is very essential to look into the origin of goods



originating. This is to determine quotas, preferential tariffs and also anti-dumping actions.
So you may not impose anti-dumping actions against a importing country if the goods are
not originally from that particular country and imposition of countervailing duties. So all
these are very important with regard to where the goods originate from - the rules of
origin.

e )|
Rules of Origin: (Contd.)

* The Rules of Origin Agreement requires WIT'O members to
ensure that their rules of origin are transparent:

a) That they do not have restricting, distorting or disruptive effects
on international trade;

b) That they are administered in a consistent, uniform, impartial
and reasonable manner; and

c¢) That they are based on a positive standard (means, they should

state what does confer origin rather than what does not).

identify the origin of the particular products and also the positive standards. So the

uniform standards on all the countries based on the rules of origin.

Dispute settlement

* 18 disputes in WTO.

So far there are 18 disputes of customs valuation came to the WTO which shows that
there is a substantial number of cases 18 which shows that there are disputes with regard
to customs valuation.



I
India’s Strengthening Valuation Infrastructure
by Leveraging Technology

Directorate General of
Valuation (DGoV)

National Assessment
Centre (NACs)

National Customs
Targeting Center (NCTC)

Customs Authority for
Advance Ruling (CAAR)

If you look into India, India has adopted even the Tokyo round of negotiations code and
the WTO agreement and with the advent of technology we use as the technology for the
customs valuation and the different institutions are made Direct General of Valuation
(DGoV), National Assessment Centre(NACs), National Customs Targeting
Centre(NCTC), Customs Authority for Advance Ruling(CAAR) - that is administrative

set up for appeals. So India have implemented the a(.)reements.

Directorate General of Valuation (DGoV)

* To create Valuation Database and supporting tools for effective and
uniform application of valuation laws across the country.

* To assist the Central Board of Excise and Customs in policy matters
concerning Customs Valuation.

* To monitor valuation trends of sensitive commodities and take
corrective steps.

* To provide guidance to field formations in valuation matters
* To coordinate valuation matters with World Customs Organizations

(WCoO)
* To provide data for the valuation corridor under Risk Management
System (RMS)

* To coordinate with Income tax on “Transfer Pricing” and “Customs
Valuation” by way of sharing of information and training of Officers.

So the Direct General of Valuation (DGoV) is spearheading the entire process. So the
valuation databases and supporting tools and assisting the Central Board of Excise and
Customs in policy matters considering the customs valuation and also the monitoring of
valuation trends of certain commodities and also the Direct General of Valuation (DGoV)
to coordinate valuation matters with the World Customs Organization(WCO) and also the



risk management another objective and coordination with the income tax authorities on
transfer pricing, customs valuation and sharing information between different
departments. This is also the Direct General of Valuation (DGoV) is doing. | think we
will talk more about the Indian system in another case.

Leveraging Technology

* Transactional
AALFN 0018 ) PTGl « Non-Transactional

: * Valuation Anomaly Identification Model
Directorate of Systems § CAO Vel o R
& Data Management

Risk Management * ML-Based with Machine generated Instructions
System
o 3 * Customs to Customs electronic exchange of select
Pre-Arrived Customs data fields from the export declarations filed
Data Exchange

So but India has used the technology also in valuation of databases and the valuation
anomalies can be easily identified and the valuation can be even determined on the pre-
arrived customs data exchange basis. So the technology also plays a very important role
in customs valuation nowadays. So the customs valuation in India we will deal
elaborately in another class.

Conclusion

* It is observed that the concept of “Custom Valuation” has
been considered as the crucial concern of WTO, because at
international forums, on several occasions, it has been
realized that the process of estimating the value of a
product at customs presents problems that can be just as
serious as the actual duty rate charged.

* The WTO agreement on customs valuation aims for a fair,
uniform and neutral system for valuation of goods for
custom purposes.

So in conclusion | would say that the customs valuation is very important for every
country including India because your entire collection of revenue, import taxes, export



taxes are based on these customs valuation. And it is imperative for every WTO country
to have application of non-discrimination so you cannot discriminate between countries
so these uniform standards are very important. So the WTO agreement of customs
valuation which provides for a fair, uniform, neutral system of valuation of goods for the
customs purposes and we will see more about the different method of calculation of
customs valuation in the next class.

Thank you.



