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el The Basics of ACVA Program
©
@'/ What is ACVA program? )

The Advance Customs Valuation Arrangement (hereinafter referred to as the

“ACVA”) refers to an advance agreement between a taxpayer and the customs
authority, at the request of the taxpayer, on customs valuation of imports
traded between related parties, i.e, an overseas parent company and its

domestic subsidiary.,

Accurate customs valuation at the time of import declaration would help
taxpayers to determine domestic sale price as appropriate by factoring
in customs value as cost and carry out a stable and predictable domestic
business. Yet, determination of customs value of imported goods, namely
customs valuation, requires substantial knowledge and expertise, and if the
taxpayer who lacks an understanding of this fails to accurately declare the
customs value of imported goods, there is a risk of being imposed of a duties
by customs authorities, It should be noted that declaring incorrect value for
customs is subject to penalties from post—clearance audit, causing unintended

economic consequences and a greater business uncertainty.

This is where the ACVA program comes in; the program is intended
for taxpayers to determine customs value prior to import declaration in
cooperation with the customs authorities, so that they can steer clear of
potential risks and make informed decisions for their business, In this
sense, it is right to say that ACVA program is mutually beneficial to the
customs authorities and traders both, because it provides tax predictability
for Multinational Enterprises (hereinafter referred to as the “MNEs”) while
guaranteeing steady stream of revenue and lowering administrative cost for

the customs,.
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(_/ ACVA History ° )

The Korea Customs Service (KCS) introduced the ACVA program through the
amendment of Paragraph 1.3 of Article 37 under the Customs Act(hereinafter
referred to as the “Act”) in 2008 to reduce frequent tax friction between MNEs
and customs authorities due to its complex and diverse types of transactions,

In 2010, KCS revamped the program with some new elements, including new
procedure for request for amendment and application for amendment, In 2012,
there came a new benefit of removing penalties for mis—declaration for those
goods, on which customs duties self—assessed and paid before ACVA application
was corrected according to ACVA decision,

In 2014, as a part of efforts to ease the inconvenience of taxpayers, an advance
adjustment program(Act 37.2), in which both KCS and National Tax Service (NTS)
have to decide based on consultation, was put in place that allows taxpayers to
seek ACVA and APA programs at the same time, The year of 2015 was when a
new sub—program Easy ACVA was launched, As its name suggests, Small and
Medium—sized Enterprises(SMEs) of a foreign nationality have easy access to
ACVA program with less documentary requirements (from 9 down to 3), and
shorter timeframe (from 12 months down to 6).

Furthermore, in 2017, audit system was overhauled for the sake of wider access
and availability of ACVA program, ACVA program and its post—monitoring, which
Customs Valuation and Classification Institute (CVCI) was in charged, now falls
under the purview of 5 Regional Customs, And ACVA Committee was established
with a view to beefing up a transparent and accurate decisions—making process,

And the revision to legislation came along in 2018 to ensure that taxpayers may
seek re—examination of ACVA decision within 30 days after it has been received,
Legal grounds, for annual report submission and modification/withdrawal/
revocation of ACVA rulings, are stipulated in enforcement decree of Customs
Act(hereinafter referred to as “Enforcement Decree”), a higher legal instrument
than KCS Notice (referred to as the “Notice”).

In 2019, ACVA application(effective) period can be extended, and the annual
report submission period has been extended to enhance the convenience of
taxpayers, In addition, in order to eliminate any potential risks of data being
used for other purposes, such as customs audit, the provision that data
submitted by applicants shall be used only for the purpose of ACVA rulings,
was formulated in enforcement decree, a higher legal instrument than Notice,
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In 2020, details of ACVA program, such as submission required documents,
reasons for rejecting applications were enacted as Enforcement Decree and
Enforcement Rule of Customs Act, higher legal instruments than Notice, When
taxpayers correct customs duties according to the ACVA ruling, the amount of
penalty relief for mis—declaration has been adjusted in 2021 from the amount
of tax reported and paid prior to the application for advance ruling to the
amount reported and paid prior to the date of notification of the result,

From 2023, the Customs Valuation and Classification Institute will take over
ACVA consultation application process which had been carried out at Regional
Customs, In addition, advance ruling which had been carried out at 5 Regional
Customs will be carried out at 3 Regional Customs(Incheon, Seoul, Busan) for
more professional advance ruling. Advance ruling will be processed at Regional
Customs where applicant’s headquarters or its main port of entry is located,
which will enhance both professionalism and efficiency.

Starting in 2025, the Enforcement Decree of the Customs Act was amended
so that the validity period of ACVA, which had been three years from the date
of notification of the result, is now extended to the end of the fiscal year in
which the date falling three years from the date of the notification of the result
occurs, This amendment will allow taxpayers to apply ACVA in a stable manner
until the end of that fiscal year,

Starting in 2026, to reduce the burden on companies with ACVA rulings, the
customs value of goods subject to ACVA rulings will, in principle, be excluded
from the scope of Post Clearance Audit (PCA) conducted on such companies, to
the extent that the relevant matters have already been verified through ACVA

examination,

Launched &
Implemented
ACVA Program

Introduced
Review scheme
of ACVA Rulings

Initiated
Easy-ACVA
for SMEs

Revamped Audit
System for boosting
ACVA Program

Formulation of the ACVA
procedure in higher legal
instrument to strengthen
legal stability

Application Office for
ACVA advance ruling pre-
consultation changed
from Regional Customs

Extension of ACVA validity
period (up to the end of the
fiscal year in which the date
falling three years from the
date of notification of the

Exclusion from PCA
Scope for Customs
Value of Goods Subject
to ACVA Rulings
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)

Advance Ruling on customs valuation is divided into two types; “Valuation

CJ Comparison between ACVA and VAR

Advance Ruling(referred to as VAR)” for general imports traded between
unrelated parties(Article 37.1.1 and 2 of the Act), and “ACVA” for imports in
related party transactions(Article 37.1.3 of the Act).

Until recently, the subject of VAR was limited to whether the price actually
paid or payable, elements of addition/deduction, and the transaction value was
unacceptable from the application of "Article 30 of the Act, However, it has
been expanded to cover all methods of determining the customs value included
in Articles 31 through 35 since 2019 to support honest taxpayers. Therefore,
VAR is targeting the imported goods of “unrelated party transactions” and the

ACVA is targeting the imported goods of “related party transactions”.

Basically, ACVA program is intended to examine all considerations; whether
transaction value cannot be accepted due to the relationship between traders,
factors of addition/deduction, as well as rules on customs valuation from
Articles 30 to 35 of the Act, It is also noted that upon request, VAR is
open to imports of related—party transaction, but with some limited scope
for application (such as whether the specific payment amount is added or
deducted).

[ Comparison between VAR and ACVA 1]

Category VAR ACVA

Legal Base | ¢ Article 37.1.1 and 2 of the Customs Act e Article 37.1.3 of the Customs Act

 Metters prescribed in Article 30.1 through 3
* Article 30 determination of customs value | ¢ Determination of the customs value of goods
When Not Applicable (Articles 31 to 35) traded between related parties
(Transaction goods between unrelated parties)

Subject

* Up to the last day of the fiscal year in which the
date faling three years from the date of ACVA ruling

Valid period | ¢ 3 years issuance falls + 2 years (up 1o the last day of the

fiscal year in which the date falling five years from

the date of issuance falls)

* Application — Evaluation — (unilateral) e Application — Evaluation — Decision notification
Ruling issuance (— re—examination possible)  (— re—examination possible) — Consent — Ruling issuance

Process

Post—
monitoring

* No additional procedures e Submission of Annual Report
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4 ACVA and APA

©
@ Customs Valuation and Transfer Pricing Taxation )

Customs valuation is to determine customs value with accuracy at the
time of importation, and its focal point is the transaction value and
characteristic of imported goods, because customs duty is levied on

imported goods at each transaction,

On the contrary, transfer pricing taxation by NTS is aimed at preventing
taxpayers from illegitimately shifting profit within a group of MNEs
and fairly distributing taxable income between and among countries,
Tax is imposed on corporate profits that a given company earns for a
business(fiscal) year. The focus is the functions of parties involved, which

draws the line between TP taxation and customs valuation,

[ Comparison between Customs Valuation and Transfer Pricing Taxation ]

Category Customs Valuation Transfer Pricing Taxation
Leoal Base * WTO Customs Valuation Agreement | ¢ OECD Transfer Pricing Guideline
9 * Customs Act * The Adjustment of International Taxes Act
Principle e Transaction Value e Arm’s Length price
Subject to tax o Ind|V|q|ua| imported goods o All forms of |rjtemat|ona| tra_de
(tangible goods) (goods, services, assets, finance etc.)
(standard) ) } .
( price (cost of goods) ) { corporate income(profit) )
Valuation ) ) )
Unit e Import declaration case  Businessl(fiscal) year
Methods ¢ Transaction valge method(top priority) « Best method rule
below Sequential methods
Comparabilty o o Rewew of comparability such as func'tlonal
Criteria * Product similarity analysis, contract terms, and economic
environment as well as similarity of goods
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®
CJ Comparison between ACVA and APA )

NTS runs Advance Pricing Arrangement (hereinafter referred to as the “APA”)
program whereby a taxpayer and the tax authorities reach a consensus in
advance on the method of determining arm’s length price and the range of the

arm's length price most applicable to related party transaction.

The types of APA are unilateral APA, bilateral APA, and multilateral APA,
Unilateral APA is an agreement between a taxpayer and the tax authorities
of a country on how to calculate the arm’s length price, and bilateral or
multilateral APA is a system in which the taxpayers of two or more countries,
their counterparts, and the tax authorities of the respective countries intervene

to negotiate and agree at the same time,

What ACVA and APA have in common is the handling of related—party
transaction, but they differ in their respective legal basis, applicable subject

and the determining method, etc.

[ Comparison between ACVA and APA 1]

Category ACVA APA
Leodl Base | * WTO Customs Valuation Agreement : ngCEi Trartwsf?rl Ifncwntg Gu||dTe|\nes At
eg « Cusioms Act(Ariicle 37) ustment of International Taxes Ac
(Article 14)
Applicable |« Goods ) GAOuOtdS an? Serk;/alced {axabh biect
. - . . - ransaclions Pased on axable years subjecC
subject Goods scheduled for import declaration to transler price axalion
Time frame |« Within one year from the date of fiing the o Within two years from the date of fiing the
of Ruling application application
* Applicable methods in * The most appropriate one out of the
hierarchical order folowings is primariy chosen:
— Metnod T Transaction value metnod — comparable uncontrolled price method (CUPM)
— Method 2 Transaction value of identical goods — resale price method (RPM)
Methods method 5 , " — cost plus method
— Method 3 Transaction value of similar goods — transactional proft splt method (TPSM)
method . — transactional net margin method (TNMM)
— Method 4 Dedlicive meihod o Otherwise, other reasonable methods are
— Method 5 Computed method h ' i
— Method 6 Fal-back method chasen secondariy.
* Value declaration in accordance with ACVA e \When proper declaration was made on
rulings is accepted as customs value for APA approval, the declaration is accepted
Terms of up to the last day of the fiscal year in as ‘arm's length price
Validity which the date faling 3 years (extended by — valid for five years, retrospectively applicable
2 years) from the date of ruling issuance (seven years for bilateral APA, five years for
falls, refrospectively inapplicable unilateral APA)
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@
C‘/ Harmonization between Customs Valuation and Transfer Pricing TaxatiorD

The transfer pricing taxation has a fundamental difference from the customs
valuation in its purpose and method, Therefore, taxpayers are well—advised to
note that transaction value for the purpose of customs valuation is not always
acceptable even if taxpayer's method of determining transfer price is acceptable
as the method of determining arm's length price for the tax purpose and the

price and profit rate are within arm’ length price range.

The customs authorities” interest is to find out whether a price is "influenced"
by the relationship between the parties, i.e., the price was not affected by the
relationship, and the purpose of the national tax authorities is to determine the
"arm's length price’, both of which should be proved by price determined as if
each party is unrelated and it was negotiated under normal business conditions,
Therefore, it can be seen that there are many similarities between the customs

valuation and the transfer pricing methodology.,

In addition, transfer price taxation for internal tax purposes plays a prominent
role in the decision—making process of MNEs, and mostly used to determine the
price of goods and services between related parties and it is an undeniable fact

that value chain of international transactions is designed on this basis,

In view of this, 'examination the circumstances surrounding the sale', which
is a method of judging whether the relationship between the seller and the
buyer has affected the price of imported goods, that is, 'how the seller and the
buyer organize their commercial relationship and how prices were determined’,
transfer pricing reports prepared by MNEs for tax purposes can be an excellent
source of information, Of course, customs authorities do not have to rely solely
on transfer pricing reports and related documents, and in the end, customs
authorities will make a decision based on a ‘totality of the evidence from various

sources,
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el ACVA Process

®
@ Flow Chart of ACVA Process )

Pre-
consultation A|CV{\ Committee Follow-up
application, ?J?s?r:cb%tlloork discussion management
distribution
cvd Pre- cval Examination Closure of Submission of
! and - annual report
consultation Cemsi it evaluation

Evaluation Evaluation Decision
team at team at made with
Regional Regional permission of
Customs Customs applicant
- > < : : : : : s .
validuptothe last
day of thefiscal year
1 month for less than 1 year for inwhich the date
consultation evaluation falling 5 years from
the date of ACVA

rulingissuance falls

©
@ STEP 1: ACVA Pre-Consultation )

Korea Customs Service has pre—consultation program in which taxpayers
can consult customs authorities about the availability of ACVA applications,

the process, required documents, and detailed procedures.

Taxpayers may request pre—consultation to the head of Customs Valuation
and Classification Institute, who in turn designates the head of Regional
Customs that provides the consultation service within 1 month after the

receipt of request,

The pre—consultation is not mandatory, but it helps taxpayers to learn
and understand the entire process of ACVA they will go through, required
documents for application, key issues, etc., so taxpayers are advised to apply

for pre—consultation for smooth ACVA process.
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C_/ STEP 2: ACVA Application ? )

An applicant should submit"’ACVA Application Form [for related persons] (annex

No. 22 form of Notice on the operation of customs valuation)salong with the
documents listed below to the head of Customs Valuation and Classification

Institute,

Documents required for ACVA application

(Article 31.1 of the Enforcement Decree) 4

1. Basic contract on Transaction Relations (investment contract, agency contract,
technical service contract and technology transfer contract, etc.)

2. Business plan related to imported goods

3. Imported goods supply contract

4. Evidence for determining the price of imported goods

5. Other reference documents required for determining customs value

Additional documents required for ACVA application

(Article 7-10.1 of the Enforcement Rules)

1. Business Descriptions of a transaction party; business history, business profile,
organizational structure and investment relations, etc.

2. Financial statement and ALP declaration (intangible property and service
transactions included), which have been declared with regional tax office over
the recent three years

3. Import contract documents such as contracts of cost—sharing and
expense—sharing, etc.

4. Documentary evidence on how to compute the value of import goods

@ Financial documents about goods value computation
(@ Explanatory notes about the assumption or the condition which goods value
computation is based on

@ Internal guideline and policy of value determination of related—party transaction

5. APA approval document, if applicable

6. Transfer Price report including analysis on how to compute and what influences
value of properties and service prepared by an accounting firm, if applicable

7. The recent three—years of revenue and sales cost by respective imported
goods, classified by sales type

8. Document verifying that transaction value has been 'un—influenced' by related
party provided that documents stated above in article 2 and 7 may be
waived only if deemed ‘irrelevant' by head of customs office to the method of
determining customs value.

Head of Regional Customs who was designated to proceed with advance ruling
may request the applicant to submit supplementary documents within a period of
30 days if the information provided deemed insufficient, And the application may
be rejected if the supplementary documents are not submitted within the defined

period of time,
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©
C// STEP 3: ACVA Examination & Consultation )

Head of regional customs office examines decision methods of customs
value from Article 30 to 35 of the Act as well as reasons transaction value
may be unacceptable such as whether the relationship between traders has
influenced the price, factors of addition/deduction from the price actually

paid or payable,

If documents submitted are insufficient, applicants may be requested
to provide additional documents or explanation on documents already
subimtted, and an on—site visit could be made by the Customs for the

purpose of fact—checking,

Head of regional customs office may request applicants to correct the
method applied for valuation, if deemed unacceptable and the applicants may

modify contents of application and reapply.

Until final decision is made by the head of the CVCI, applicants cannot

reapply or withdraw his application,

In addition, ACVA application may be rejected if applicants do not submit
required documents in the defined period of time, impede the fact—checking

or do not respond to questions properly.,

C‘/ STEP 4: ACVA Committee ? )

Once head of regional customs office examines the ACVA application, the
matter is brought before the 'ACVA Committee', chaired by the head of CVCI
and made up of internal experts, The Committee deliberates whether ACVA
application has been properly examined in accordance with relevant rules

and regulations,



20 2025 ACVA HxtETIM

©
(MALSE) ACVA MAL B S8 Y BHM uy )

Q

g AL S1981E AR HE AFEE ACVA A ATHE G4
o ERAUT ACVA A4 A BRi TAZA AR A AE
O AAESTARIY, (LA WA A0 AA)E B ololuet,

AARlol HEAHAME SHTE dRFE 30U ol WAH 7Tl A
AHoR SAXNE AlEshd BAF7MEREES AME AL d25E
15 ofufol] AIZFA AR APAAL AAAS AR (LA HA] Al30E

=
AANE A e,

2025 ACVA Annual Report 27

©
C// STEP 5: ACVA Decision Notification & Ruling Issuance )

When a final decision is made on ACVA application through the
deliberation of the ACVA Committe it is communicated to a taxpayer in
writing in a form of "An Opinion Letter of ACVA Decision [for related

persons] (annex No. 29 form of Notice)..

When the applicant informs the head of CVCI of its consent in writing no
later than 30 days after the receipt of an opinion letter of ACVA decision,
the head issues "ACVA Ruling Letter [for related persons] (annex No. 30

form of Notice), within 15 days from the receipt of the consent.

If the applicant raises an objection to the notified opinion letter, he/she
may file a re—examination application within 30 days from the date
he/she is notified. However, it is deemed to have been withdrawn if the
applicant fails to apply for a re—examination within 30 days despite the

disagreement with the opinion letter, or fails to notify consent,

Once ACVA ruling has been granted, the applicant shall comply with the
ruling, and the customs value declared within due period (up to the last
day of the fiscal year in which the date falling five years from the date
of ACVA ruling issuance falls) will guarantee approval from the head of

regional customs office,
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©
C// STEP 6: Submission of Annual Report )

The ACVA program is the advance ruling system on customs value of goods
in future importation thus, the premises such as transaction relations,
transaction condition, market circumstances, and economic situation might
change at the time of actual importation. In addition, the valuation methods

in the ACVA ruling are often based on specific base or hypothetical situation.,

The applicants, once an ACVA ruling has been issued, are obliged to submit
an annual report to verify their compliance with the ACVA ruling, based on
which the head of CVCI (or head of regional customs office) keeps monitoring
if there are any changes to statements in ACVA application, or the taxpayers

declare customs value according to the ACVA ruling.

The taxpayers, to whom an ACVA ruling has been issued, shall submit within
6 months since the last day of the business year, the ACVA Annual Report
(Annex No. 34 form of Notice) to the head of regional customs office who had
examined ACVA application with the following elements, The applicants may
seek extension period of up to 1 month for reasonable reasons, such as HQ's

delayed information sharing,

Matters to be included in the annual report (Article 31.8 of the

Enforcement Decree and Article 56 of the Notice)

1. Realization or non—realization of grounds or assumption which the Method of <4
determining customs value is based on

2. Customs value calculated from the determined Method, and calculation process
thereof

3. Documentary evidence on how discrepancy has been dealt with between
computed customs value and price actually paid

4. Business history, business model, organizational structure, investment relations,
financial statement, the overall current state of imported goods, import—related
contract, and how to compute customs value by import goods.

5. Information necessary for examining the appropriateness of merchandise/
product value like purchase/sales cost

6. Any other information deemed necessary by head of regional customs office for
examination of the annual report

In case less than 6 months are left from the date of ACVA ruling issuance
until the closing date of the business year, an annual report for a given year

may be carried forward and incorporated into that of the following year,
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®
C/{ ACVA Modification, Withdrawal and Revocation )

Modification
The head of CVCI may modify ACVA rulings that have already been issued,

in any of the following cases, and applicants may seek the modification
to customs valuation in case a change arises to legislation or transaction

relationship.,

Article 31.10.1 of Enforcement Decree of Customs Act

1. Where any important part of assumptions or premises, which the determined -

method for customs valuation is based on, has been modified or unrealized; ~

2. Where amendment to relevant legislations or international convention has
rendered the determined method inappropriate;

3. Where a taxpayer seeks to modify the determined method due to changes in
domestic and overseas market condition;

4. Any grounds set and notified by the Commissioner of KCS where it is deemed
necessary to modify the determined method.

Withdrawal
The head of CVCI may withdraw ACVA rulings in any of the following cases,

Article 31.10.2 of Enforcement Decree of Customs Act

1. Where an applicant did not present supplemental information despite Customs 4
request to submit missing parts of the (annual) report, of the whole or of N
significance, under paragraph 8;

2. Where parts of the (annual) report, of significance, under paragraph 8 are
intentionally missing or false by an applicant;

Revocation

The head of CVCI may revoke ACVA rulings in any of the following cases.

Article 31.10.3 of Enforcement Decree of Customs Act

1. Where information, of significance, under paragraph 1 (application form and its —
attached documents) is intentionally missing or false by an applicant;
2. Where an application has made a customs declaration not in aligned with the ~

method or terms and condition set forth in an ACVA ruling;
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ACVA Benefits

ACVA Validity

The head of customs office shall accept customs valuation method declared
by taxpayers pursuant to ACVA rulings, in the following cases; such as the

applicants being the persons liable for duty payment,

Requirements for ACVA validity
(Article 31.7 of Enforcement Decree of Customs Act)

1. An applicant shall be the person liable for duty payment. ~

2. Statements in ACVA application have no misinformation and are the same with
the facts of dutiable value with approved Method.

3. There shall be no change to transaction relations or legislation which ACVA
ruling has been based on.

4. The import declaration shall be made within the last day of the fiscal year in
which the date falling three years (extended by two years) from the date of
notification of the ACVA ruling falls.

Therefore, if the customs value has been reported faithfully in accordance
with the ACVA decision, the tax uncertainties such as the post—tax collection
following post clearance audit (hereinafter referred to as the “PCA”) can be

resolved and a stable management environment can be secured,

Penalty waiver

Applicants are eligible for provisional value declaration from the time of filing
ACVA application, They are exempted, in full, from penalties for tax deficiency
that may arise at the time of final value declaration at a later stage as per
ACVA rulings,

Furthermore, if taxpayers correct customs duties having been that are
self—assessed and paid before the notification of the ACVA result, they will
be exempted from penalties for mis—declaration(equivalent to 10% of tax

deficiency) if they do so within two months after the ruling is issued.,
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Waiver of submission of data for determination of a customs value
For goods subject to ACVA rulings, the submission of data for determination of a

customs value may be waived,

Electronic customs screening for provisional value declaration

The system has been improved to allow electronic customs screening for
provisional value declarations in accordance with ACVA rulings, thereby

enabling expedited customs clearance,

Fulfillment of Basic Requirements for provisional value
declaration for a compensating adjustment
If an ACVA examination finds that transaction value has been 'un—
influenced' by related—party transaction, it fulfills the basic requirements for

provisional value declaration for a compensating adjustment,

The Requirements for Provisional value declaration for a compensating
adjustment (Article 3.2 of Enforcement Rules of Customs Act)
1. A person liable for duty payment is a business entity with ACVA or APA rulings <4
2. Adjustment Plan Report shall be presented to head of customs office with the ‘

following documents attached until one month before import declaration

— Description of how to calculate value by respective imported goods

— Document of ACVA or APA rulings

— Combined Report of International Transaction (CRIT)

— Any other information that may be requested by head of customs office to

verity that the requirements for provisional value declaration are met.

Availability of Advance Tax-Duty Adjustment Scheme

Advance tax—duty adjustment scheme enables taxpayers to apply for ACVA with
the customs authorities (KCS) and APA with the tax authorities (NTS) at the same
time for the sake of their convenience, Upon the application from taxpayers,
customs and tax authorities work together to have coordinations on customs value
for the purpose of duties and on arm's length price for the purpose of internal taxes,

Advance tax-duty adjustment scheme was introduced in 2014 in order
to relieve the double burden of tax liabilities and of filing duplicate
documents, which weigh down MNEs doing business in Korea. <4

Its legal base lies in "Article 37. 2 of Customs Acty and "Article 18 of Adjustment of
International Tax Act,, under which adjustment used to be allowed only if the method
of determining customs value is similar with that of calculating arm's length price,
however, now allowed under revised relevant legislation, in any occasions, effective
from July 1, 2018,
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Applicants’ Right to Contidentiality

The Customs ensures that all information and sources presented by
applicants are kept confidential and not used for any other purpose than
ACVA rulings. All documents presented shall be returned to applicants at

their request of withdrawal,

Applicants can appoint authorized agents, such as customs brokers, to

assist them in ACVA process,

el Relationship between PCA & ACVA

In principle, on—going PCA is not suspended by ACVA application,
however, when an applicant applies for ACVA before the head of regional
customs office give notice of PCA, he/she may request the suspend of
PCA on customs value of goods for which ACVA is sought. The head of the
customs main office shall report the requested delay to the Commissioner

of KCS, under whose order may postpone PCA,

Furthermore, when conducting PCA on companies with ACVA rulings,
the customs value of goods subject to ACVA rulings has, in principle, been
excluded from the scope of PCA to the extent that the relevant matters have

been verified through ACVA examination,
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ACVA Statistics

®
@ ACVA Applications and Rulings )

(Dec 31, 2025, unit : case)

Application ACVA Rulings Withdrawn or
e ssued In Progres

2007 3 - 3 -
2008 1 - 4 -
2009 - 2 2 -
2010 5 3 3 1
2011 5 - 7 1
2012 3 4 6 -
2013 4 3 6 1
2014 8 5 9 -
2015 15 4 17 3
2016 9 6 13 7
2017 24 6 31 -
2018 25 15 40 1
2019 28 14 49 5
2020 21 31 34 5
2021 37 22 38 5
2022 21 17 38 4
2023 34 18 48 6
2024 29 14 56 /
2025 35 20 69 2
2l 301 184 s 48

By 2025, the total of 301 ACVA applications were lodged, among which 184
rulings were issued, The number of application is on the rise in general, especially,
from 2017 onward, there has been drastic spike in application, largely because of
the continuous promotion of ACVA facilitation policies such as expanding benefits
and improving the system and the wider public awareness of ACVA. The number
of applications and decisions has increased significantly since 2017 when Regional
Customs began to conduct ACVA evaluation as a result of ACVA system revision,
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2008~2025 580 184 30 57 56 47
2018"~2025 590 151 27 50 48 32
2025 755¢ 20 0 4 6 10
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©
@'/ Processing time for ACVA Ruling )

(Dec 31, 2025, unit : case)

Time Frame (yrs)

1_1.5 : _

2008~2025 580 days 184 30 57 56 47
2018'~2025 590 days 151 27 50 48 32
2025 755 days 20 0 4 6 10

* statistics from 2018 when the first ruling was issued as a result of revision of ACVA evaluation
system in 2017

From 2008(when ACVA rulings were first issued) to 2025, it takes on
average 580 days (about 1 year and 7 month) from ACVA application to its
ruling. This period includes the time required for requesting supplementary

documents,

Korea Customs Service is making various efforts to expedite the process,
including actively running ACVA pre—consultation programs, and holding

initial working—level meetings.
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@’/ ACVA Rulings by Imports (HS)

)

(Dec 31, 2025, unit : case)

o \[o}
2-Digit HS (chapter) Imports (2025 ruling)
84 Nuclear reactors, boilers, machinery and mechanical
appliances; parts thereof
) ) ) machinery,
Electrical machinery and equipment and parts thereof; sound  glectronic 33(6)
85 recorders and reproducers, television image and sound = devices
recorders and reproducers, and parts and accessories of
such articles
21 | Miscellaneous edible preparation 9(3)
04 Diary produce; bird’'s eggs; natural honey; edible products of ) 3
animal origin, not elsewhere specified or included Fruit/Food
) ) ) ) Products
08 | Edible fruit and nuts; peel of citrus fruit or melons 3
18 | Cocoa and cocoa preparations 4(1)
. ) Alcohal
22 | Beverage, spirits and vinegar Beverages 20
Natural or cultured pearls, precious or semi—precious stones,
71 precious metals, metals clad with precious metal, and articles 6
thereof; imitation jewellery; coin
Articles of leather; saddlery and harness; travel goods, handbags
42 - 8 . ) : 6
and similar containers; articles of animal gut(other than sik—worm gut)
p Accessories
¢, Alicles of apparel and clothing accessories 5(1)
64 | Footwear, gaiters and the like; parts of such articles 1
91 | Clocks and watches and parts thereof 1
33 Essential oils and resinoids; perfumery, cosmetic or toilet 1001
preparations )
Daily
39  Plastics and articles thereof Supplies 5
76  Aluminum and articles thereof 1
Optical, photographic, cinematographic, measuring, checking, Precision
90  precision, medical or surgical instruments and apparatus; parts . 20 (3)
- machinery
and accessaries thereof
30 | Pharmaceutical products Medical 15
38  Miscellaneous chemical products products 41
Vehicles other than railway or tramway rolling stock, and parts )
&/ and accessories thereof venicles 9(1)
Others (chapter 24/26/27/28/29/32/34/37/40/48/70/73/94/95) Others 29 (3)
Total 184 (20)
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HA7IA] AAE ACVA #52 HS 2vhe] 7|20 &2 BAS) B, #|84% - 855729 By two—digit HS code, imports for which ACVA rulings have been issues
VA - A&7 71557 3374 (18%), A|22572] F=577F 204 (11%), A90F-2) so far include 33 cases (18%) of machinery and electronic devices of
A7) 7157 204 (11%), A425 - A61E - A625 - A64F - ATIE - A9157Y] Chapter 84, 85, and 20 cases (11%) of alcohol beverages of Chapter 22, and
AHREET] 1971(100) 59] 2208 =0 0|28 x|k glon] 1 o] AT 20 cases (11%) of precision machinery of Chapter 90 and 19 cases (10%)
AeF = chopel Emo| malElo] 9Lk o] & 202549 AAE EmEo of accessories of Chapter 42, 61, 62, 64, 71, and 91. There are also other

products such as vehicles of Chapter 87. Among these products whose
du s A, AR 67(30%), B, HER 47(20%), FUNIR

rulings were issued in 2025, machinery and electronic devices (6 cases,
37A(15%) 0.2 =2 HlFS AAskaL glom T1 Qo theFgk o] AR E AL

30%), Fruit/Food Products (4 cases, 20%) and precision machinery
(3 cases, 15%) account for a high proportion and other various items
await ACVA rulings.

JIEF293) o . MX71712 33(6) Miscellaneous 29(3)—» Machinery, Electronic devices 33(6)

Vehicles 9(1)

Ha7|7|F 20(3) Precision machinery 20(3)

total

Daily Supplies 16(1) (2025 ruling)

oJoFE 2 19(1) ==z 20 Medical products 19(1) Alcohol Beverages 20

AHZES| , AIEZ 19(4) Accessories 19(1) Fruit/Food Products 19(4)

’
‘
;
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) @'/ ACVA Rulings by Industry ’ )

(2025.12.31.81%H, =2 74)

(Dec 31, 2025, unit : case)

2| 3 (s%g's;;%) Category Industry (2'2)13'5)
S ARE 2 G TOiEIHY) 19 (1) Wholesale of food, beverages and tobaccos 19 (1)
ME2E oY 55 (1) Wholesale of household goods 55 (1)
y 71 2 BE 22 cofy 30 (4) Wholecale Wholesale of machinery, equipment and supplies 30 (4)
i?]m; 7|Et HM2 =i 16 (3) and retail Other specialized wholesale 16 (3)
o8 S8 =0y 9 (4) industry Non—specialized wholesale trade 9(4)
AIEXt 2 22 mojy 6(3) Sales industry for vehicles and its parts 6 (3)
A A 135 (16) subtotal 135 (16)
AlRE HEY 2 Manufacture of food products 2
S2 HxY 13 Manufacture of beverages 13
ozg 22 ¥ 9E MxY 1 Manufacture of medical products 1
12 2 ZStAENE MEY 2 Manufacture of rubber and plastics products ?
stetEd A SheidE MEY 1 Manufacturing industry of chemical products and materials ]
i o= o= Azl L 2UIME MEY 1 Manufacturing Manufacture of clothes, clothes accessory, furskins ]
x2S HxY 1 industry Manufacturing industry of primary metal 1
718 MAaY 1 Manufacture of electrical equipment 1
TARE, ZHE, N, 52 2 S4EH HEY 5 Manufacture of electronic components 5
JIEF 71 B AH| HEY 7(1) Manufacture of other machinery and equipment 7D
XsA A Egde] MAY 4(1) Manufacture of motor vehicles, trailers and semitrailers 4(1)
EN| 38(2) subtotal 38(2)
71 9| 7|EF 2RO AIRIX|IY MH|AY 2(1) All other business support services n.e.c. 2 (1)
LA SAY 1 Fire fighting installation 1
Pepeskais=tos 1 Activities of management consultancy i
7| E} 7, 7tA, 37| H &7 25 S5 3 Others Electricity, gas, steam and air—conditioning supply 3
38 ATEYN L H S5Y 1 Application software development and supply 1
312 e 31 Thermal power generation 3(1)
ES | 11(2) subtotal 11(2)
g A 184 (20) Total 184 (20)
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ACVA AAS jEe Uz5 s tae) 2, =of 9 Ao (1354A, 73%)0] By industry of which ACVA rulings have been issues; wholesale and retail (135
AZABSA, 21%) W 716114, 6%)ErF =28 HjZ=L 2px)stal 95Ut Euid] cases, 73%) accounts for higher volume than manufacturing industry (38 cases,
Zo| A= WERE wmuolo] 5571(419%) 0.8 7P Weron] T theow 7] A A 21%) and others (11 cases, 6%). Wholesale of household goods (55 cases, 41%)

2}
o
Z el oL ARE W dh wud] So] 2XEk LUt A% accounted for highest volume followed by machinery and equipment supply,

FolME w7 Aol 137(34%) 0.2 7P WaL, 7[eF fFo2e 7], 71, 571
o] &

W 7] 28 B, B WA Sl gl 24 Ao dse

=)
rJ
re
i

food and beverage, tobacco wholesale, In manufacturing industry, the number
of cases for beverages is highest at 13(34%). Electricity, gas, steam and air—

conditioning supply, thermal power generation are classified in others category.

=67, 80%), AEA@H, 10%), 71EH23, 10%) w08 g5 Akl Among these, wholesale industry accounted for the biggest volume at 16 cases
U, (80%) followed by manufacturing (2 cases, 10%), and others (2 case, 10%).
S - A=2E 2 Gl oS YY) % Wholesale of food, beverages and tobaccos
. AMEIRI O % Wholesale of household goods
=
;E 7IAIEH| & 2 S =0 ‘é’_ Wholesate of machinery, equipment and supplies
2 7lEt T2 =ofy ol Other speciaized wholesdle
" o= S8 =0 _ § Non-speciaized wholesele rade _
AtsAt 2 22 ol _ g’ Sales industry for vehicles and s parts _
AleE Ay P Menuiacture of food producis P
22 HxY _ Manutacture of beverages _
=8 =2 % 9AF MY P Menueciure of medical products P
15 3 EAENE MY P § Manuiaciure of rubber and plastics products P
sfelgd % SfeilE Mx Y P §" Menueciuring industry of chermicel producis and meteriels P
% ol= o= cigAz| X RUIME HEY P § Manufaciure of clothes, clothes accessary, furskins P
1AL 24 MEY P 3 Manufacturing industry of primary metal P
7 58] mMEY P g' Menufaciure of electrical equipment#
TXRE, AR, SN, ST SAEH HEY _ Menuiacture of electionic components _
7|Eb 711 2 A MEY _ Menufaciure of other machinery and equipment _
sit & Erildy] MxEY _ Menuiecture of molor vehickes, trallers and semitralers _
AIEX| B AMH AR P Al other business support services nec. P
ESSNFSEIN Sl P Fire fighting installation P
N AE7MES P o) Achvities of management consutancy P
un 7| 7tA, B71 2 &7 2 3= _ § ectricty, gas, steam and air—condiioning supply _
S8 AZEY 0] WY 2 S P Appiication software development and supply P
3l L _ Thermal power generafion _
\ \
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®
@'/ ACVA Ruling by Customs Value Determination Method)

(Dec 31, 2025, unit : case)

No. of Rulings issued

Category (2025)
Transaction value method (method 1) 81 (7)
Alternative methods (method 2 to 6) 78 (12)
Transaction value method + Alternative method 25 (1)
Total 184 (20)

Among the ACVA rulings that have been issued so far, 81 cases (44%), a
significant portion, were determined by adopting the method of recognizing
the transaction value between related parties (method 1) and 78 rulings
(42%) were determined by alternative methods (method 2 to 6). In addition,
25 cases (14%) were decided by adopting both the transaction value method

and the alternative methods combined,

Transaction value method+ o

Alternative method
Current
State
Alternative methods Transaction value method
(method 2 to 6) (method 1)
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@) AcvA BEEE 32 23t EE )
(2025,12.31. 3, =2 )
=S (25052
|2 35(3)
o= 20(2)
Aytmz 33 (6)
Q= 28(3)
AQA 12
Hge= 13
7 |Ef 43 (6)
g A 184 (20)
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©
@'/ Major Countries that Companies with ACVA Rulings Import)

Nation

(Dec 31, 2025, unit : case)

No. of Rulings issued

(2025)

USA 35(3)

UK 0(2)

Singapore 33 (6)

Japan 8(3)
Switzerland 12
Netherlands 13

Others 43 (6)

Total 184 (20)

The main importing countries of ACVA issued products are the US(19%),
Singapore(18%), Japan(15%), the UK(11%), Netherlands(7%) and the

Switzerland(7%) and other countries like New Zealand, Liechtenstein, China,

Hong Kong, France, Finland, Germany, Australia, and Vietnam. Newly

ACVA issued products in 2025 were imported from the Singapore(6 cases),

other countries such as China and Germany.,
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_FAQ oy

01 § with APA ruling issued, is ACVA still necessary? >

Y

Taxpayers are advised to obtain ACVA rulings in order to avoid any possible risks in
customs valuation, despite their APA ruling being granted. That is because ACVA

and APA are different in terms of legal base, applicable subjects, methodology and
the like.

» Basically, APA is intended to remove risks relating to corporate tax on
products and services in cross—border transaction between related parties,
whereas ACVA is designed to eliminate customs duty risks on imports in

related—party transaction,

* Corporate tax is applied to taxable profits of business year, while customs

duty is imposed on imports at each import declaration,

o In other words, corporate tax is levied on one—year sum of profits in
goods and service, whereas duty is levied on goods being imported at every
transaction, Given this difference, it is safe to say that APA ruling itself does

not guarantee the removal of duty liability risk on import goods.

° Businesses can take customs value into consideration when deciding on

domestic sales price,

* They might face additional collection from customs audit conducted after
the importation and sale of goods in a domestic market, which inflicts

unpredictable and irrecoverable cost on businesses.

o Taxpayers are encouraged to make the best use of ACVA program as an
effective enabler that fends off duty risks and brings stable, secure business

environment,

* In addition, a system has been established that allows taxpayers to apply for
ACVA and APA simultaneously in order to align the customs value for duties

with the arm’s length price for national taxes in advance,
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_FAQ oy

02§ what does ACVA different from PCA? >

ACVA is an advance ruling on goods which will be imported in future while customs

audit is an enforced act on goods in the past importation. (refer to Chapter 6)

* ACVA is an advance ruling system in which both a taxpayer and the customs
authorities consult and decide on customs valuation methods of imports traded
between related parties,

o Under this system, when taxpayers seek inquiries to customs authorities about
assumption—based transaction and contractual relations surrounding goods being
imported in future, the customs authorities examines and determines appropriate
customs value of goods concerned after consultation with the applicants, Once the
ruling is issued, taxpayers make import declarations accordingly.

o In contrast, PCA is a forced audit administered during exclusion period by the
customs on goods that have already been imported.

» In other words, PCA is an act on goods in which its transaction and contract have
been defined, to evaluate the validity on customs value and rectification customs
values, if necessary, in accordance with the Customs Act,

03 ‘ What are applicable subjects for ACVA and VAR? )

NS

ACVA program is applicable to related-party transaction between a buyer and a seller, while

VAR is applicable to transaction other than related-party ones. (refer to Chapter 1.111)

* From 2019, as the subject of VAR has been expanded to all methods of determining
customs value from Articles 30 to 35 of the Customs Act, the difference between
the current ACVA and the subject of VAR is whether the parties to the transaction
of imported goods are related or not,

* However, even if a transaction was made between related parties, ACVA may
be replaced by VAR, if there is a specific request for advance ruling on limited
matters,
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FAQ APPENDIX

4

04 1) ACVAQ| Bjjeie 2oio|}Q? ) 04§ What are the benefits of ACVA program? )

There are multiple ACVA benefits: The ruling may be valid up to the last day of the fiscal

year in which the date falling five years from the date of the notification of result falls,
provisional value declaration, and exemption of additional duties. (refer to Chapter 4)

AT FRZIZHERYZEE Y 5do] He o] &5t AdArRY * The competent customs accepts the customs value declared as per an ACVA ruling
ofof il letter for valid period (up to the last day of the fiscal year in which the date falling
five years from the date of decision falls),

AT B A SIS w Ak, 2 9151, * In case where a taxpayer uses provisional value declaration from the point of ACVA
application, the taxpayer is exempted from penalties for tax deficiency incurred

cAWAG e FREE o|F 2719 oltje] ACVA AWE BHNLS & Ao until ACVA ruling is issued,
ARSI S ACVA 2SS 22 WHoE =LA Nst= 4% o If taxpayers correct customs duties that are self—assessed and paid before the

AT EAATIANIE HARRS: 4= glom, notification of the ACVA result, they will be exempted from penalties for mis—
declaration if they do so within two months after the ruling is issued.,

» For goods subject to ACVA rulings, the submission of data for determination of a
customs value may be waived,

05§ ApmAtcte wiCA| O[OF BILIR? ) 05

Is pre-consultation service a must? )

Pre-consultation is not a must but an option.

L AR A AJTFO. A HEF 2~ 0] 3D . .. . . L
o BN AEAE sy Aol viE ARdES A8 = Sl g% ACVA * Pre—consultation service is available before submission of application form,
AYPutof gk AFA o]l wolal Yuksh AAF AYE ol APAAHS Taxpayers are advised to use the pre—consultation service in order to have a clear
Ha1skar e picture of how ACVA process works,

06 § Where can taxpayers get pre-consultation service?)

Those who wish to use pre-consultation program must request to the head of
Customs Valuation and Classification Institute, then the institute designates a Regional

Customs(Incheon, Seoul, Busan) that will deliver the service considering the location of
the applicant's headquarters, and main port of entry of the taxpayer.
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FAQ APPENDIX

Is it necessary to consult with foreign related-
parties before ACVA application?

It is not mandatory, but it is recommended to consult with overseas headquarters

or exporters in advance before applying for ACVA.

* The ACVA examination requires various information and evidence related
to transactions between related parties, including specific import pricing
methods,

* In addition, the determination of the customs value method and conditions
for ACVA decisions to be implemented requires the commitment of the
headquarters of MNEs with key decision—making authority.

» Therefore, consultation with the applicant, overseas headquarters or exporter
in advance is important for cooperation in providing data or information
necessary for ACVA examination and for stable implementation of ACVA
decisions,

08 ) Should documents be submitted when applying for ACVA?)

ACVA examination is a process to see whether the relationship influenced the
transaction value, or the trade is subject to addition or deduction, further, if all of

the above are not applicable, alternative methods from Article 31 to 35 should be
looked into, too. Thus, all the required documents are necessary for the evaluation.

* Some documents may be waived only if deemed irrelevant, by the head of regional
customs office, to the method of determining customs value of import goods,

*'The head of regional customs office requests applicants to submit additional
documents if some documents are missing by due date within 30 days. If applicants
fail to fulfill the request in due course, the application may be rejected.,

* The scope of ACVA evaluation is on related—party transactions for the last three
years,
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_FAQ oy

'=09 Can the ACVA application be rejected? )

Yes, ACVA application may be rejected in the following cases:

o First, if a PCA on the applicant is in progress

Second, if there is no change in the contractual relationship or the
substance of the transaction after the method of determining the customs
value is confirmed through the PCA of the applicant

Third, if the applicant filed for an appeal or an administrative litigation is
in progress

Fourth, if correction data for the application and required documents are
not submitted

Fifth, if the Commissioner of the Korea Customs Service deems it
impracticable to conduct an advance ruling or review because the details of
the application differ from important matters for determining the customs
value, such as the relevant transaction relationship or details of the
transaction,

°In addition, in order to limit repeated applications for ACVA re-—
examination, duplicate re—examination applications for re—examination
results may be rejected,

It may also be rejected during the ACVA examination process in the following cases:

o First, if the applicant refuses, interferes with, or does not respond to
questions without any justifiable reason to a request for supplementary
explanation or an on—site visit to confirm the facts

Second, if the request for amendment by the head of regional customs
office is not responded within the due period

Third, if the method for determining the customs value to be applied
cannot be recognized because the amendment the applicant requested is
unreasonable,

Fourth, if the applicant fails to supplement the application documents
within the period specified by the head of the regional customs office,
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10 § When does ACVA application start to take effect? )

From the time when the ACVA application document and required documents are
submitted to the Head of the Customs Valuation and Classification Institute and the

application receipt is issued, a provisional value declaration may be made for the goods
subject to the ACVA rulings.

11 % In what way is Regional Customs that will conduct
ACVA evaluation determined?

The head of Customs Valuation and Classification Institute(CVCI) designates a

Regional Customs with the jurisdiction in which the applicant’s headquarters is
located.

* However, the head of CVCI may appoint a Regional Customs with jurisdiction
in which the main port of entry is located considering resources and work
load,

o If the headquarters or the main port of entry is located within the
jurisdiction of Daegu Regional Customs or Gwangju Regional Customs,
the head may appoint Busan Regional Customs, when it is Incheon Airport
Regional Customs or Pyeongtack direct control Regional Customs, the head
may appoint Incheon Regional Customs as a competent authorities,

12§ How long does it take to get ACVA rulings? )

ACVA decision is notified within 1 year (except period required for supplementary

documents) from the date of application.
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13 ) QoIXI2 M= 1|t Yo} gjL}a? ) 13 1) What is the time limit of submission of additional documents?)

30¢ O|Lie| HRtXIZ A= 7|2tS Het &~ Q1S The head of regional customs office has discretion to set the due period of time

that does not exceed 30 days for which applicants shall submit the supplementary

sk, Ael0) 9 BANERE Y ARAT AD 5 REOIF AR AYL information.

AASH= Aol BA7]7ES 302 o] ol 4] Fhuk d1St 4= gle

° However, applicants may seek the extended period of not more than 30 days,
in case they are unable to meet the due date in inevitable circumstances,

such as obtaining sources from overseas,

14§ ACVA UAf Al BiggRL ot
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14 |} Does ACVA Ruling include on-site visit all the time?)

On-site visit is undertaken if deemed necessary in case it is hard to verify facts

only with documents submitted by applicants.

o 0] AL AlFolo] HRE o] 515 ool ] FAPFEo| o]Foj A, FEo|3} e In this case, on—site visit is done within five working days if an applicant

ARO7 Q)= AL 5rLrLe] o] 9B 2= 9l agrees to cooperate, and may be extended by another five working days for
inevitable reasons,

15 1) ACVA AlA} €3 AlX LS BHHT A ol }Q? ) 15§ Can I change the application during the ACVA examination?)

2 HMEIERE

During ACVA examination, the applicant may withdraw at any time until the head of
CVClI natifies the result of the ACVA examination, and may change the details of the

FE A2l Li& S0l

application if the transaction, etc. changes due to unavoidable reasons.



B8 2025 ACVA AxtETIM 2025 ACVA Annual Report 69

EE FAQ AR

’16\ ACVA AAL 2PHOIM 2£-Q P 2-HAMHE 0Tt 16 % What kind of procedure is the request for amendment and
w xeita? ,Npplication for amendment during the ACVA process?

The request for amendment and application for amendment in Article 51.8 and
51.9 of the Notice is an optional procedure, not a mandatory, and is a part of

DA H51x N8 X Hode| +FR ACVAOIM 2RX ZEAPI}
Ol Qfo|X EXIZM Ant M2 oIS AQAUB| 2ot ©2

the consultation process to promote a smooth mutual agreement between the
applicant and the customs authorities.

2t (process of consultation)2| Y& 21

2 QRO AT MM ] eeeererereiiiiiiiiiiiinn, _.-===+=--[ Request for amendment and application for amendment J--------..

£ A3, ARQle] Hguaa s B 2
%

— ERAIS2 ACVA 4 , —If, as a result of the ACVA examination, it is determined that the method for
o1A3r 4= olthal HtE]l Ao AHOo R Aol 1L AFSE T AE] determining the customs value that the applicant wants to be applied is not
Ao 918l 2= 9l acceptable, the head of the regional customs office may request the applicant to
amend the reason by specifying the reason in writing,
P AR A8 5 B2 G2 RE 30Y o|io] MHOE FE|F ZAE R oRE : —The applicant may apply for amendment of the method for determining the
FE AL UE 5 S ARt 9F oF H AT A e customs value and whether the related party transaction value is affected among
TS AT = S the contents of the original application on the basis of reasonable grounds in
writing within 30 days from the date of receiving the request for amendment,
.E_—]Tl}\‘ﬂ%;g_(%%%%]_>% /\]—X‘]/‘\:}/\]— /\];‘g] LH%% 7]5]5-(:5—]: 7é:]1}_ /]\J_;_{E}?—lo] X_i%‘?:l—ﬂx]— 20 0000000000000000000000000000600000000000000000000600000000000000000060000000000000000000°
Sz TA7kA Ay ¢ If, the head of the regional customs office (head of CVCI) determines that

the method of determining the customs value that the applicant wants to be
o

y applied cannot be accepted after reviewing the details of the application for
L5k,

ACVA, he/she may notify the result of ACVA with the method of determining

the customs value that is different from the one in the application in

i
o =R

o
4
R0

T8y ACVAE A1t A=t 7+ A3 3tolof 71kt A=A accordance with the relevant laws and regulations without going through a
APAAAL Ao FolekA] ko aglo] ¢l7] wiEo A=l ARl A request for amendment,

wejula 21

* However, ACVA is a system based on mutual agreement between the applicant
and the customs authorities, and the unilateral decision of the customs

authorities will not be effective if the applicant does not agree with the result

ol SAHQFE We AlFo]o HuBAAo] hx ACVA AlA U
E5}o] of ACVA examination.,

QA okl WEE ARE A5
FRASR e =N AlEd=o] o] -8 o . :
* Therefore, it is necessary for the applicant who received the request to
amend to review alternatives and apply for amendment so that the customs
authorities can accept it and the head of the regional customs office can take
care of the reason that the ACVA application was initially deemed difficult to

be accepted.



70 2025 ACVA HRIETIA

4T
Ju

17§ ACVA BYH U182 HEOIR{H o{F Y| OlLIR? )

ACVA & e 0|Lt Hej2Ael HE

Arawr 2 Aol

=

275040

<o A% W7 fol gt Azl ACVA AHRE AYA i) nkHe
ARAIAL RS m Alo] 9%l

cohil, AL 2RA) B1E WEEH) S ARERS B

U -

% ) F7leke 5
AR A SR e ASols WA HERYe] ARsle], $1918] Ao

o 2 A AdE 59 Foigt WAooz ol g APAAAL A A e
HAI7EE Aar A7 7} =
[4sfoF o

e
N
N
olr
o)
)

-3, %04 | A0VA BESTHE BLE F 20U ol $EAZ AGSE
A _:—

o}X] (1)25’% ;:(’ﬂ i] /\——E =]

2025 ACVA Annual Report 71

FAQ APPENDIX

17§ What can be done to modify ACVA rulings? )

If the method of determining the customs value that has already been pre-
examined needs to be modified due to a change in laws or transaction relations

after receiving notification of ACVA ruling (issuance of ruling letters), the applicant
must request a modification of the ACVA.

e In this case the processing of the modification follows the general ACVA
procedure from the ACVA application to the issuance of the ruling letter,

* However, if minor changes are to be made, such as clarifying the text of the
ACVA ruling or simply adding items to the application, the head of CVCI may

modify procedures without working—level meetings and committee deliberation,

° However, if it is impossible to report the customs value according to the
original ACVA ruling due to significant changes in the transaction details, etc.,
the original ACVA ruling must be withdrawn,

In addition, the head of the CVCI may modify, withdraw or revoke the ACVA ruling

that has already been notified of the result if it is confirmed that there is a change
in the facts that served as the basis for the ACVA ruling.

18 § Until when can one withdraw ACVA application? )

Applicants may cancel the ACVA application at any time before the head of CVCI

notifies the results of the ACVA application.

* And the ACVA application is also deemed as ‘withdrawn’ in case the
applicants express ‘dissent’, do not seek re—examination within 30 days after
the receipt of An Opinion Letter of ACVA Decision or do not express whether
to consent.
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19 § What is the purpose of the ACVA Committee? >

When ACVA examination is commissioned to regional customs offices, issues may

arise regarding consistency of the examination, so the ‘ACVA committee’ was
established at the CVCI.

* The head of regional customs offices are required to review ACVA examination
whether it was carried out in accordance with relevant laws and regulations
by hosting working—level meetings before he/she requests deliberation to the

committee,

=20 Can the applicant attend the ACVA committee? )

In general, it is not allowed, but it is possible if the chairperson deems it necessary.

* The ACVA committee is an internal decision—making process that deliberates
whether the review by the head of the regional customs office is appropriate in
light of relevant laws and regulations, so only when applicants are required to
give explanation for fact—checking, they are allowed to attend,

e In addition, the applicants(including his/her representative) must not
personally contact ACVA committee members to influence the deliberation,

21 ‘ What would happen if applicants disagree with ACVA decision'D

N

Disagreement with ACVA decision (opinion letter) is interpreted in a way that

applicants have withdrawn their application.

¢ The head of CVCI shall send An Opinion Letter of ACVA Decision to applicants,
who in turn shall respond back to the head of CVCI in writing within 30 days
after the receipt of the opinion letter,

* Being expressed as ‘dissent’ and not seeking re—examination within the
defined period of time, or failing to express ‘consent’ or ‘dissent’ constitute
withdrawal from the ACVA application,

» And it should be noted that ‘dissent” on a specific item means withdrawal from
the ACVA application only for the item concerned,
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=22 ‘ When exactly is ‘the day when the results were notiﬁed’?>

The day TACVA ruling letter(annex No. 30 form of Notice), is served shall apply to
the first day of the ACVA application, the application for extension, and the ACVA

‘day of notification of result' and 'day of notification of result' of the provisions
related to additional duties.

* However, for the ‘day of notification of the result’ related to the re—
examination application, the “day on which the "An Opinion Letter of ACVA
Decision (annex No. 29 form of Notice), is served” is applied.

1. Application for re—examination : within 30 days from the date of notification
of the result (Article 37.3 of the Act)

2. ACVA validity (application) period : within the last day of the fiscal year
in which the date falling three years from the date of notification of ACVA
ruling falls, or within the last day of the fiscal year in which the date
falling five years from the date of the notification of ACVA ruling falls if
the Commissioner of the KCS permits an extension at the request of the
taxpayer (Article 31.7.4 of Enforcement Decree of the Act)

3. Extension of validity (application) period . Application for a 2—year
extension may be submitted from 2 years after the date of notification of
ACVA ruling, up to 30 days before the last day of the fiscal year in which
the date falling three years from the date of the notification of the result
falls (Article 31.7.4 of Enforcement Decree of the Act)

4. Additional duties : Additional duties exemption from penalties for mis—
declaration in case of correction of the amount of tax reported and paid
prior to notification of ACVA examination according to the ACVA ruling
within 2 months after ACVA ruling is issued (Article 42—2.1.3 of the Act)

23 ‘ What does the customs do for confidentiality? )

.

Under Enforcement Decree of the Customs Act, KCS stipulates that all documents

provided by taxpayers shall be kept confidential and be used only for the purpose of
ACVA rulings.

* “Integrity Pledge” is supposed to be mutually exchanged between taxpayers
and a customs office, at the start of the ACVA process, All the documents
submitted are returned when an applicant withdraws ACVA application,
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After an ACVA ruling is issued, do taxpayers have to amend
customs declaration made before ACVA application?

ACVA examines the appropriateness of customs value in ‘future’ importation,

unlike PCA, so amendment of customs declaration on goods imported before
ACVA application is not required.

° Taxpayers are advised to correct the amount of tax paid before the
notification of the ACVA result within 2 months after the ACVA ruling is
issued since additional tax may be exempted if they declare modified customs

value,

25 1) When is the due date of Annual Report? )

Applicants notified of ACVA ruling shall present an annual report to the head of

regional customs office who has examined ACVA application, within 6 months
after the closing date of the busineess year.

* Due date may be extended by not more than one month, at request of
taxpayers who find it difficult to present required documents because of
some challenges, like delayed information sharing by their headquarters,

* The applicant may present the annual report for a given year combined with
that for the following year, in case less than 6 months are left from the date
of ACVA ruling issuance until the closing date of the business year,
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26 1) please specify how to write Annual Report. >

The purpose of annual report is to monitor taxpayers make a customs declaration

pursuant to ACVA rulings issued. To this end, taxpayers shall submit the annual
report with the following elements included.

1. Realization or non—realization of grounds or assumption which the Method
of determining customs value is based on

2. Customs value calculated from the determined Method, and calculation
process thereof

3. Documentary evidence on how discrepancy has been dealt with between
computed customs value and price actually paid

4. Business history, business model, organizational structure, investment
relations, financial statement, the overall current state of imported goods,
import—related contract, and how to compute customs value by import
goods,

5. Information necessary for examining the appropriateness of merchandise/
product value like purchase/sales cost

6. Any other matters notified to be included in the annual report of the
ACVA decision and information deemed necessary by head of regional
customs office for examination of the annual report

=27 ‘ Is ACVA ruling renewable after its expiry? )

Unlike AEO program, ACVA does not require renewal process

° When it expires, taxpayers shall apply for ACVA again with all the required
documents attached.,

* While it is valid, monitoring system, in a form of annual report, is up and
running to check if taxpayers’ value declaration has conformed to ACVA rulings,
That means, for the second—time ACVA applicants, the application process is
expected to be more effective and facilitative than the first application process,
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98 % Can | file a provisional value declaration after
Npplying for ACVA or decision is made?

From the date the ACVA application receipt is issued, provisional value

declarations can be made for the requested products.

* Provisional value declaration is, in principle, done when the value to be
reported is not finalized at the time of value declaration, but it was made
available in 2008 to promote the ACVA system,

* However, the final value declaration for the provisional value declaration based
on the ACVA application must follow the valuation method on the ACVA ruling,

o In addition, if the customs value determination method in the ACVA ruling
requires provisional value declaration, provisional value declaration may be

made,

! =29 ‘ What is transfer price(TP) compensating adjustment?)

The term 'transfer price' refers to the price applied to various transactions such
as purchase and rental of tangible assets (goods), intangible assets, services, and

finance between related parties, and in terms of customs, it means the price of
imported goods between related parties.

 For domestic tax purposes, the appropriate transfer price is the arm's length
price, such as the Comparable Uncontrolled Price (CUP) method, Resale Price
(RP) method, and Transactional Net Margin Method(TNMM), as specified in
the International Tax Adjustment Act (OECD TP Guidelines). It is judged based
on the arm's length range determined by the calculation method,

o ‘Transfer price compensation adjustment’ refers to post—transfer price
adjustment so that the profit level indicator (PLI, often used, operating profit
ratio, etc.) realized in the transaction between related parties falls within the

arm'’s length price range.
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30 ) Background of provisional value declaration for
a compensation adjustment

In order to support stable business activities of MNEs and create a sound tax-

compliant climate, a reporting procedure for transfer price compensation
adjustment system was established.

* Customs valuation is based on the transaction value determined before import,
but transfer pricing requires post—price adjustment for each period,

* In order to reconcile the differences between these two systems, the provisional
value declaration procedure for the TP compensating adjustment amount is
introduced when it is recognized that the requirements of the ‘Price Review

Clause’ have been met in the customs valuation,

31 ) Requirements for provisional value declaration for a
compensation adjustment

MNE's compensation adjustment conforms to the OECD TP Guideline, a standard
for transfer pricing, and permits a provisional value declaration if the transfer
price documents meet the formal requirements of the Price Review Clause in the
customs valuation.

The requirements for recognition of the 'Price Review Clause' of the transfer price
compensating adjustment for adjustment to the arm's length price in accordance with
Article 8 of the "nternational tax adjustment Act, are as follows (see Article 16.1.2-3 of the
Enforcement Decree of the Customs Act, Article 3.2 of the Enforcement Rule of the same Act)

» As a practical requirement, (Wthe amount to be adjusted in accordance with the
‘transaction value adjustment plan for imported goods established by the seller
and buyer @must be ‘actually paid or received’, and ®it must be judged to be
objectively distributed and calculated for the imported goods of the transaction,

o In addition, as a formal requirement, Wthe taxpayer must obtain an ACVA
ruling or APA prior approval, and @submit the relevant TP documents to the
head of customs office in the ‘Import Goods Transaction Value Adjustment
Plan’ one month before the import declaration,
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