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MEMORANDUM D13-4-7

ADJUSTMENTS TO THE PRICE PAID
OR PAYABLE

This memorandumbriefly outlines and explains the
adjustments which are to be made to the price paid or
payable ofimported goods, under subsection48(5) of the
Customs Act, in order to determine a transaction value.

Legislation

Section 48 of the Customs Act:
http://laws-lois.justice.gc.ca/eng/acts/C-52.6/indexhtml.

GUIDELINES AND
GENERAL INFORMATION

1. Subsection48(5) of the Customs Act (the Act) sets out
the adjustments which are to be made to the price paid or
payable forimported goods when determining the
transactionvalue. Theseadjustments include additions to
and deductions fromthe price paid or payable and are
summarized below.

Additions to the Price Paid or Payable

2. Totheextentthatthey are not alreadyincluded in the
price paid or payable ofthe imported goods, certain
amountsare to be added thereto in determining the
transactionvalue.

Commissions andBrokerage
(Subparagraph 48(5)(a)(i) of the Act)

3. Commissions andbrokerageincurredin respect ofthe
goods by the purchaserare to be included in the transaction
value. If such amounts are not included in the invoiced price
for the imported goods, they must beadded when
calculating thetransaction value.

4. Theexception to the above-mentioned requirement are
fees paid by the purchaserto his agentforthe service of
representing himabroad in respect of the purchaseofthe
goods. These fees, usually referred to as “buying
commissions,” need not be included in the transaction value
of the goods.

5. Forexample, if the purchaserengaged the services of a
personto locateand purchase certain goods forexport to
Canada on the purchaser’s behalf, the buying agent’s fee
paid forthis service is not dutiable and thus may be
excluded when determining thetransactionvalue ofthe
goods.

6. It should be notedthat theterm“brokerage” does not
refer to charges by a customs broker for services rendered in
respect of theclearance ofthe imported goods. For more
information, referto Memorandum D13-4-12, Commissions
and Brokerage.

Packing (Subparagraph 48(5)(a)(ii) of the Act)

7. The following costsand charges or expenses, incurred
by the purchaser in respect of the imported goods, are to be
included in the transaction value:

(a) packing costsandcharges, including the costof
cartons, cases, and other containers and coverings that
are treated for customs purposes as being part of the
imported goods; and

(b) all expensesof packingincidentto placing the
goodsin the condition in which they are shipped to
Canada.

8. It should be notedthat both labour and material costs
are to be considered in determining the expenses of packing
incident to placingthe goods in the condition in which they
are shippedto Canada.

Assists (Subparagraph 48(5)(a)(iii) of the Act)

9. Theterm “assist” does not appearin the Act. However,
it is a convenienttermto describe thevalueofany ofthe
goodsandservices referredto in subparagraph 48(5)(a)(iii).

10. In determining thetransaction value under section 48,
the value ofany assist, determined in accordance with
section 4 ofthe Valuationfor Duty Regulations and
apportioned in a reasonable mannerand in accordance with
generally accepted accounting principles, is to be included
in the transactionvalue (referto MemorandumD13-3-12,
Treatment of Assists inthe Determination ofthe Valuefor
Duty).

Royalties and Licence Fees
(Subparagraph 48(5)(a)(iv) of the Act)

11. Theamountofany payment foraroyalty or licence fee
in respectofthe imported goods is to be includedin the
transaction value, provided this paymentis a condition of
the sale ofthe goods forexport to Canada.

12. However, payments forthe right to reproduce the
imported goods in Canada are notto be added to the price
paid or payable in determining the transaction value of the
goods (referto MemorandumD13-4-9, Royalties and
Licence Fees).
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Subsequent Proceeds
(Subparagraph 48(5)(a)(v) of the Act)

13. If some portion ofthe proceeds of the subsequent
resale, disposal, oruse of the imported goods by the
purchaser accrues to the vendor, directly or indirectly, then
the value ofthat portionis to be included in the transaction
value (referto MemorandumD13-4-13, Post-importation
Payments or Fees (Subsequent Proceeds)).

Transportation and Associated Costs, and Insurance
Costs (Subparagraph 48(5)(a)(vi) of the Act)

14. Any ofthe costsreferredto in
subparagraph48(5)(a)(vi), ifthey arise priorto and at the
place from which the goods begin their direct and
uninterrupted journey to Canada, are to be included in the
transactionvalue ofthe goods (refer to Memorandum
D13-3-3, Transportationand Associated Costs, and
MemorandumD13-3-4, Place of Direct Shipment).

Deductions From the Price Paid or Payable

15. Totheextentthatthey are includedin the price paid or
payable forthe imported goods, certain amounts are to be
deducted therefromin determining thetransaction value.

Transportation and Associated Costs, and Insurance
Costs (Subparagraph 48(5)(b)(i) of the Act)

16. Any ofthe costsreferredto in subparagraph 48(5)(b)(i),
if they arise after the place fromwhich the goods begintheir
direct and uninterrupted journey to Canada, wouldnot be
included in the transaction value ofthe goods. Any amounts
for Canadian customs brokerage fees which are included in
the price paid or payable may be deducted as associated
costsandas such are notincluded in the transaction value of
the goods (referto memoranda D13-3-3 and D13-3-4).

Costs Arising After the Goods Have Been Imported
(Clause 48(5)(b)(ii)(A) of the Act)

17. Any reasonable cost, charge, orexpense that is incurred
for specified services provided afterimportation, if
identified separately fromthe price paid or payable for the
goods, is notto beincluded in the transaction value ofthe
goods. The specific services are:

(a) construction,
erection,
assembly,
maintenance, and

technical assistance.
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18. Tt should be noted that a “reasonable cost, charge, or
expense” is an amount which the importeris able to
substantiate with documentary evidence.

Import Duties and Taxes
(Clause 48(5)(b)(ii)(B) of the Act)

19. Duties and taxes such asthose leviedunderthe
Customs Tariff, the Excise Tax Act, the Excise Act, the
Special Import Measures Act orany other law relating to the
Canada Border Services Agency (CBSA) mandatewould, if
they forma part ofthe price paid or payable andare
identified separately, be deducted fromthat price. The
amount forthose duties and taxes may be identified
separately onthe invoice presented to the CBSA or
expressedas a percentage of the price paid or payable. In all
cases the amount tobe deducted fromthe price paid or
payable mustbe the actualamountof Canadian duties and
taxes levied.

Post-importation Reductions

20. Paragraph 48(5)(c) ofthe Act indicates thatany rebate
of, orotherdecrease in, the price paid or payable for the
imported goods effected afterimportationis to be
disregarded, and is notto be deducted fromthe price paid or
payable forthe goods when determining thetransaction
value.

Additional Information
21. For more information, call contact the CBSA
Border Information Service (BIS):
Calk within Canada & the United States (toll free):
1-800-461-9999
Calls outside Canada & the United States (long distance
chargesapply):
1-204-983-3550 or 1-506-636-5064
TTY: 1-866-335-3237
Contact Us online (webform)
Contact Us at the CBSA website.
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SUPERSEDED MEMORANDA “D” —
D13-4-7, March 28,2001

Services provided by the Canada Border Services Agency
are available in both official languages.
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