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Cindy Deleon, is a former CBP Auditor & Assistant Field Director with over 21 years of trade 
compliance experience. She was a Senior Auditor and Assistant Field Director with CBP's, 
Regulatory Audit Division in Chicago for 12 years before establishing her own private audit 
consulting practice, Deleon Trade LLC. While working at CBP she conducted and supervised 
numerous focused assessments, quick response audits, NAFTA audits, and prior disclosure 
reviews. Cindy's bio: http://www.deleon-trade.com/professionals/cindy-deleon

George Tuttle III, Esq.  is an attorney with the law firm of George R. Tuttle in San Francisco.  
He has been in practice for over 30 years.  His practice emphasis is on Customs and 
international trade regulation

Mr. Tuttle assists companies determine correct customs values, product classifications; duty 
preference eligibility; obtain rulings, contest adverse administrative determinations by Customs; 
facilitate compliance audits; develop effective compliance programs; and, resolve penalty, 
Liquidated Damage claims, seizure, and enforcement cases.  George’s bio: www.tuttlelaw.com.
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• CBP has been issuing informed compliance notification letters to importers for 
the past year. 

• This process is old with a new twist.

• Receiving a letter mean that CBP Regulatory Audit has identified specific high 
risks with the company’s import transactions and is “strongly considering” the 
company for a comprehensive audit. 

• Audits may include both substantive transaction testing and internal control 
testing. 

• These letters advise importers that they should consider a prior disclosure. 

• Companies are generated based on CBP QRAM database and ACE data.

• The letters go on to state that, because the company has been provided 
information relating to specific risks with their import transactions, “violations 
that may occur in the future could result in seizures and forfeitures of imported 
merchandise and/or the assessment of monetary penalties.” 
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• Letters are currently being sent out by the CBP Regulatory Houston Field 
Director for the entire country.

• Focus is being placed on the Top 1000 Importers and letters will be sent out 
annually.

• Customs does not publish the Top 1000 list but does publish the Top 5000 
Importers alphabetically (https://www.cbp.gov/document/top-5000).

• ISA Members could also receive IC letters and are not exempt from Quick 
Response Audits.

• These letters are generating numerous Prior Disclosures to CBP.

 So what should the Importer do?
 What actions should the Importer take?
 Next, are the Top 10 actions to consider once receiving an informed 

compliance letter.  
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• CBP has explained that these letters are a courtesy notification that an 
audit and/or investigation may be forthcoming.  These letters are not 
random.  

• Why did they send you the letter?  Don’t blind side your management, 
tell them about the letter and what it might mean for the company.  

• Should your company sign and return the letter?  

• What does it mean if you do?  Greater culpability and corresponding 
penalties?

• Who should sign?  

• Is there another way? 

• Would a well drafted response reduce the risk that CBP would audit?
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1.) Consider the meaning of the letter (con’t)
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• What if you are an ISA member?

• Is silence golden?  

• Is an email in lieu of signing prudent?  

• When was the last time the Company filed a prior disclosure or 
conducted an internal review?  

• Does the Company have robust compliance program where monitoring 
and post-entry reviews are key components?
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Have you read the CBP Informed Compliance Publications provided to 
you via the letter and other sources available on CBP’s website to 
understand your legal requirements?  

Attend training sessions and webinars to increase your knowledge and 
understanding of CBP requirements. 

 NCBFAA – NEI Program for Importers 

 Trade Associations such as AAEI, CompTIA, American Apparel & 
Footwear Association, ICPA, etc.

 Local Broker & Forwarder Associations

 CBP Centers of Excellence Webinars/ seminars and outreach events
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 CBP Website
– https://www.cbp.gov/trade/programs-

administration/audits/focused-assessment

– https://www.cbp.gov/trade/programs-administration/importer-
self-assessment
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2. Get Educated! 



ICPA Miami 2017 

Deleon Trade LLC/ Tuttle Law 
13



ICPA Miami 2017 

Deleon Trade LLC/ Tuttle Law 

https://www.cbp.gov/trade/rulings/informed-compliance-publications
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3.) Conduct a risk assessment

• Analyze ACE Data and Other Information 
http://www.cbp.gov/trade/automated/getting-started/using-ace-secure-data-
portal

• Focus on the risks identified in the IC letter as well as CBP Priority Trade 
Issues (e.g. Antidumping Duty and Countervailing Duty risk).  

• Ensure corrective actions in prior disclosures are working as intended.

• Review the results of CBP Form 28s, CBP Form 29s, post summary 
corrections submitted to CBP, as well as any internal post entry audits.

• Consider whether you are a Top 1000 importer.

• Risk Assessment Example: Identify potential ADD/CVD risks with regards to 
HTS-Country of Origin combinations in the company’s import data matching 
active ADD/CVD cases.  ACE ES-105 Report!
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 Risk based approach for selecting audit candidates: 15-20 Risk factors, including: 

17

TOTAL ENTERED VALUE

TOTAL DUTY PAID

VOLUME (# OF LINE ITEMS)

COUNTRY VARIETY

HTS VARIETY

VALUE (% CHANGE)

FREE TRADE AGREEMENT VALUE

HTS CHAPTER 98 VALUE

ADD/CVD VALUE (TYPE 03 ENTRIES)

RELATED PARTY VALUE

PRIORITY TRADE ISSUE RISK FACTOR

REFERRALS FROM CEE, PORT OR PGA

What’s your rank?

3.) Conduct a risk assessment



ICPA Miami 2017 

Deleon Trade LLC/ Tuttle Law 

Focus on Customs Priority Trade Issues – CBP’s goals are to:

 Free Trade Agreements – prevent non-compliance.

 Anti Dumping Duties - detect and deter circumvention.

 Textiles / Wearing Apparel - ensure compliance with 
laws, regulations, quotas, Free Trade Agreement 
requirements, and Intellectual Property provisions. 

 Intellectual Property Rights - target and seize imports of 
counterfeit and pirated goods, and enforce exclusion 
orders on patent-infringing and other IPR violative goods. 

 Import Safety - ensure that unsafe products do not enter 
the US.

3.) Conduct a risk assessment
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4.) Test and measure your compliance level

• Are you audit ready in all risk areas?  

• CBP may start with the risk area(s) identified in the IC letter but, if audited, 
CBP may expand and review all risk areas. 

• Conduct targeted sampling based on risk assessment results.

• See the Focused Assessment kit for a list of risk areas - see exhibits 5a-5v 
(https://www.cbp.gov/sites/default/files/documents/FA%20Document.pdf)

• Compute compliance rates (using Microsoft Excel or Access) with a 95% 
compliance level target in mind.
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• How is this best accomplished?
• Stress the effectiveness of COSO based controls

• Use data metrics
• Highlight possible opportunities and ROI

• Identify possible loss of revenue and corresponding penalties for 
your management team 

• Evaluate Record-keeping procedures and availability
• Clarify the impact if deficient

• Compare and contrast compliance organizations and program structure 
of competitors or using industry standards

• Share war stories or what if scenarios
• Negative press and stock-holder concerns
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6.) Evaluate your internal control program

• Compliance programs should include all 5 components of COSO-
based internal control.  
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 Importers should implement effective Customs Compliance internal 
controls (demonstrate reasonable care), consisting of: 

– include all 5 components of internal control

– include company-wide policies, procedures and mandate (not only trade comp)

– ensure you have strong broker management procedures 

– ensure you have a dedicated, well-educated compliance team.

– include risk assessment and management procedures

– prepare specific internal controls procedures (SOP’s)

– develop detailed monitoring procedures (post-entry audit) 

– include reference materials or references

– ensure periodic updates for new risk area, program changes, corrective action

22

6.) Evaluate your internal control program
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Elements of a Good Customs Compliance Manual

 Good customs compliance controls are:
– Not a regurgitation of laws and regulations!

– Not an education manual for employees!

– Not created to collect dust on a shelf!

 Internal controls should:
– address all areas of risk 

– identify responsible parties

– describe how to perform the task

– explain the process for independent verification of tasks

– include a process for reporting & correcting errors

– Include a process to update and strengthen internal controls 
(when errors are found think of the past and future)

6.) Evaluate your internal control program
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7.  Consider a Prior Disclosure (“PD”)

 Mistakes Happen – Expect them and deal with 
them appropriately

 If you find non-compliance consider the pros 
and cons of filing a Prior Disclosure 

 Prior Disclosure limits monetary penalties under 19 USC 1592

 Prior Disclosure are voluntary – Not obligated to make them

 Elements of a PD –

– Identifies the class or kind of merchandise involved in the violation.

– Identifies the importation . . . included in the disclosure by entry number . . . or by indicating each 
concerned Customs port of entry and the approximate dates of entry . . . 

– Specifies the material false statements, omissions or acts including an explanation as to how and 
when they occurred; and

– Sets forth, to the best of the disclosing party's knowledge, the true and accurate information or data 
that should have been provided in the entry.

– Tenders any duties or fees owing, or agrees to tender any duties and fees owing within 30 days of 
written notification.

– Must be made without knowledge of an investigation by CBP violations – Letter does not constitute 
“notification of an investigation”. 

24
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 PD’s are viewed as an “admission of a violation” (i.e., making a false statement or 
material omission)

 Reasonable care is a complete defense to an allegation of “negligence”

 Can request CBP HQ to consider the question of:

– Is there a violation?  I.e., is there a “mistake” in classification or value, etc. . . . ?

– If there is a mistake, was it negligent? (No negligence means no violation – no violation 
means no duty owed for liquidated entries and no penalty)

 CBP may require deposit of duties before consideration of any issues

 Can not protest CBP decisions related to PD issues and no Judicial review of 
decisions

 To ensure prior disclosure rights are not cut off, can file an initial notice, which can 
then be perfected (completed) 30, 60 or 90 (+) days later.

 Time period for PD.  Generally five years from date of Disclosure 

 CBP will request a waiver of Statute of Limitations if PD covers 3 or more years

25

7.  Consider a Prior Disclosure (“PD”)



ICPA Miami 2017 

Deleon Trade LLC/ Tuttle Law 

7.  Consider a Prior Disclosure (“PD”) & Statistical Sampling 

 Statistical sampling is a valuable tool to use to limit scope work

 Use of statistical sampling is authorized by CBP in Prior Disclosure 

 19 CFR § 162.74(j) Prior disclosure

– Importer may use statistical sampling to “disclose the circumstances of a violation” 
and for calculation of lost duties, taxes, and fees or lost revenue for purposes of 
prior disclosure, provided that the statistical sampling satisfies the criteria in 19 CFR 
163.11(c)(3).

– The disclosure must include an explanation of your sampling plan and methodology 
that meets with CBP's approval. 

– The time period, scope, and any sampling plan employed, as well as the execution 
and results of the self-review, are subject to CBP review and approval.

– CBP may review other transactions from the same time period and scope that are 
the subject of the prior disclosure.

– Can offset overpayments and over-declarations.  See 19 CFR 163.11(d).

 Exhibit 6A Audit Sampling Policy from CBP FA Kit.
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8.) Develop a corrective action plan
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• Develop a plan that will 
strengthen internal 
controls to ensure 
errors do not reoccur. 

• Conduct a root cause 
analysis before 
developing an action 
plan.
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8.) Develop a corrective action plan (con’t)
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9.) Implement corrective action
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• Once the action plan has been designed disseminate it to all the proper 
parties for review and discussion.

• Let parties know that adherence is mandatory.
• Reward or punish adherence.

• Roll-out the action plan via a group meeting to ensure everyone is on 
board and understands what’s required.

• Test the plan once implemented.
• Make sure that your corrective action plan is working.

• If errors continue to occur, conduct a root cause analysis.

• Re-test compliance levels to validate new controls are working and are 
effective. 
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10. Act Now!

 Do not wait until CBP is at your door!

 Failing to respond appropriately can have 
adverse consequences

– Increase likelihood for CBP follow-up or Audit

– Possibility that CBP could notify you of an
“investigation” and preclude Prior Disclosure

– Increases likelihood that if a CBP Audit discovers
a violation, 1592 penalties may be assessed. 

– CBP less likely to grant extensions or delay start of audit

 Key steps
– Review data in letter 

– Respond to letter

– Development and implement Risk Review Team and Process
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10. Act Now!

 Conduct a targeted risk review

 Analyze root cause of errors

 Develop and implement corrective 
action procedures and retest

 Consider benefits of Prior Disclosure
for material errors
– Differences in risk review vs. use of Statistical Sampling in the context 

of Prior Disclosure.

– Sampling methodologies

• Judgmental sample

• Stat sample

• Stop and go method
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