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circumstances of the sale on, inter alia, its explanation provided pursuant to 
Article 16."2 

2. The Panel in Thailand – Cigarettes (Philippines) also clarified that the explanation under 
Article 16 must be understood to include in its scope the reason for rejecting the transaction value 
as well as the basis for the valuation method used: 

"As we noted above, the primary basis for customs value under the Customs Valuation 
Agreement is the transaction value.  Whenever the customs value cannot be 
determined based on the transaction value under Article 1 for the reasons authorized 
under the same provision, the methods under Articles 2 through 7 are to be used in 
the sequential order.  Therefore, it seems logical for a customs authority to explain 
the basis for rejecting the transaction value in situations where the authority relies on 
a valuation method other than the transaction value under Article 1.  Interpreting 
otherwise, in our view, would defeat the procedural objective of Article 16 to preserve 
due process rights and transparency in the context of customs value determination.  
This is particularly the case because, if not through an explanation under Article 16, 
the importer would be deprived of an opportunity to understand the customs 
authority's determination of the final customs value for the concerned goods.  
Therefore, we consider that the explanation under Article 16 must be understood to 
include in its scope the reason for rejecting the transaction value as well as the basis 
for the valuation method used."3 

3. Further, the Panel in Thailand – Cigarettes (Philippines) concluded that the explanation to be 
provided under Article 16 must be sufficient to make clear and give details of how the customs 
value of the importers' goods was determined, including the basis for rejecting the transaction 
value and other valuation methods that sequentially precede the method actually used by the 
customs authorities: 

"We now address the extent of an explanation to be provided under Article 16, namely 
how extensive and detailed an explanation should be to satisfy the obligations under 
Article 16.  The ordinary meaning of the word 'explanation', considered in its context 
and in the light of the object and purpose of Article 16 as discussed above, suggests 
that customs authorities' explanation must include, at the minimum, the basis for 
rejecting the transaction value in the light of the information provided by the 
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measures, the explanation to be provided under Article 16 of the Customs Valuation 
Agreement must be sufficient to make clear and give details of how the customs value 
of the importer's goods was determined, including the basis for rejecting the 
transaction value and other valuation methods that sequentially precede the method 
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