CBP Informed Compliance Letters

“Top 10 Things to Do if Your Company Receives an
Informed Compliance Letter
from U.S Customs & Border Protection”

-
4
. Law Offices of Ty W AL
- e S LAY
J GEORGE R. TUTTLE -CF T
A Frcw mmonas Coarcearon ! 1wy

DELEON TRADE LLC

CUSTOMS COMPLIANCE CONSULTANTS

CINDY DELEON GEORGE TUTTLE, Il
OFFICE (281) 466-2026 OFFICE (415)288-0428
MOBILE (708) 533-5224 MOBILE (415)254-5986

CINDY(@DELEONTRADE.COM GEO@TUTTLELAW.COM

Deleon Trade LLC/ Tuttle Law



ICPA Miami 2017

About the presenters

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 lll, 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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ICPA Miami 2017 2350 N Sam Houston Pkwy E Ste 1050
Houston, TX 77032

A LS. Customs and
Border Protection

CBP Informed
. Subject: Distribution of Informed Compliance Publications and Other Informative Documents
Compliance ——
Our analysis o

Lette rs is of (N 1 ortations under the Importer of
Record Number (TOF) (SN durin g the period Januaryl, 2015 through December 31,
2015 show that the top imported commodities fall under Harmonized Tariff Schedule (HT'S)
( P ace 1 of 3) O i 11 cotcred valuc (R prcscoting
g percent of the total entered value of (| D! calendar yvear 2015,

As part of Customs and Border Protection’s (CBP) responsibility for informed compliance under
the Customs Modemization Act, under Title VI of the North American Free Trade Agreement
Implementation Act (Public Law 103-182) the MOD Act, we are providing information to assist
S il ing steps o ensure future compliance.

Additionally, we are enclosing a DVD of selected CBP informed compliance publications to
assist{ R i \nderstanding CBP’s laws and regulations. These and other informed
compliance publications may be found on CBP’s web site
Lig:/www.chp. govirade/rulings/ informed-compliance-publications,

nformed Compliance Publications:
Customs Value

Tariff Classification

Reasonable Care

Recordkeeping

Entry

Bona Fide Sales & Sales for Exportation to the United States

U.S. Customs and Border Protection Rulings Program

ABCs of Prior Disclosure

Customs Administrative Enforcement Process: Fines, Penalties, Forfeitures and Liquidated
Damages

= Mitigation Guidelines: Fines, Penalties, Forfeitures and Liquidated Damages
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CBP Informed
Compliance

Letters
(Page 2 of 3)

Page 2

s  (Customs Valuation Encyclopedia (1980 - 2010}

s Proper Deductions for Freight and Other Costs

* Buying and Selling Commissions

s Rules of Origin

s Terminology and Metheds for Marking of Country of Crigin on U5, Imports

United States Code and/or Code of Federal Regulations:
«  Title 19 United States Code (UL8.C.) § 15392(c)i4)
s Title |9 Code of Federal Regulations (C.F.R.) § 162.74 - Prior Disclosure

Be advized that 19 U.8.C, § 1592{c}4) does not require a party (c.g., importer) to make a prior
disclosure. Rather, importers may efecf to submit a disclosure, When a complete disclosure of a
violation is presented to CBP before or without knowledge of a formal CBP investigation of the
violation, there may be reduced penalties.

For instance, the penalty may be zero if the importations involve unliquidated (i.e., open} CBP
entries and ne fraud is involved. I the entries are liguidated (i.e., closed or finalized) and no
fraud is involved, the penalty may be the interest acerued on the loss of duties. Additional
information on prior disclosure is available under 19 C.F.R. § 162.74 and the ABC's of Prior
Disclosure which have been provided.

We strongly m{:uumgc_tu progctively monitor ifs transactional data in the ACE
Secure Data Portal and evaluate whether there are any significant errors/discrepancies that
should be voluntarily reported to CBP, Additionally, we encourage companies to conduct self-
reviews of their systems used to make declarations to CBP, and take appropriate action Lo correct
the issues and submit loss of revenue (duties, fees, taxes, ete.) in accordance with the appropriate
laws and regulations, based on the liguidation status of the entries/transactions at issue.

ACE portal account users have access to view their account information and transactional data,
which ean be used to identify and evaluate compliance issues and monitor daily operations, For
further information about ACE please visit CBP's websile:

htipwaew, chpogovirade/automated.”™

Becaus D 125 been provided this information, violations that may occur in the future

eould result in seizure and forfeiture of imported merchandise andfor the assessment of monetary
penalties.

We request that you acknowledge receipt of the information listed above by signing in the

signature block below and returning the signed letter to our office by one of these means: 1) in
the form of a pdf file via email to “ﬁmi]c to (915} 534-

6092; or 3) by mail to the following address:

Deleon Trade LLC/ Tuttle Law
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Page 3

.8, Customs and Border Protection
Office of Regulatory Audit

Office of Trade

1200 Golden Key Circle, Suite 461
El Paso, TX 79925

CBP Informed CE—

If there are any qu

Compliance
Letters
(Page 3 of 3)

Sincerely,

Danielle E. Hightower
Field Director-Houston
Office of Regulatory Audit
Offiee of Trade

Houston, TX

Enclosures:
As described above

onszible Official Ackn ing Receipt of the Items Listed Above;

Signature Printed Mame Title Date

Deleon Trade LLC/ Tuttle Law
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CBP Informed Compliance Letters

 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.”

Deleon Trade LLC/ Tuttle Law
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CBP Informed Compliance Letters

» 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.

ASRNRN

Deleon Trade LLC/ Tuttle Law
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1.) Consider the meaning of the letter

« 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?
* |s there another way?

* Would a well drafted response reduce the risk that CBP would audit?

Deleon Trade LLC/ Tuttle Law
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1.) Consider the meaning of the letter (con’t)

What if you are an ISA member?
* |s 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?

Deleon Trade LLC/ Tuttle Law
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2. Get Educated!

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
s+ CBP Centers of Excellence Webinars/ seminars and outreach events

Deleon Trade LLC/ Tuttle Law
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2. Get Educated!

ABOUT NCBFAA MEMBERSHIP

Educational Institute

Logistics Educational
Interface

GTEC

Educational Calendar
Quarterly Program
Bookstore

Webinars

Continuing Education

Certified Customs Specialist
(CCS)

Certified Export Specialist

(CES)

Professional Membership

T NCBFAA
NATIONAL CUSTOMS BROKERS &
FORWARDERS ASSOCIATION OF AMERICA, INC.

VOICE OF THE INDUSTRY SINCE 1897

HOME JOIM NCEFAA MEMBERSHIP DIRECTORY ONLINE PAYMENT CONTACT US in w

PUBLICATIONS & RESOURCES EVENTS MARKET PLACE

T

"INEl NCBFAA EDUCATIONAL INSTITUTE
O —

Printer Friendly

CERTIFIED CUSTOMS SPECIALIST (CCS) PROGRAM

About the Program

The NCBFAA's Cerlified Customs Specialist (CCS) Certification Program is designed to assist frade professionals
involved in the import industry to become experts in the current import regulations. Whether you have a broker’s
license or you have just a year or two of related experience, this course will provide you with a solid foundation for
you to increase your indusiry knowledge. The CCS course will review fundamental peints relevant fo the importation
process while delving into practical, relevant subject matter not generally tested on the formal Customs licensing
exam. Each topic will help you grow and develop as an import professional. You will find that participating in the
CCS program will provide you numerous venues for honing your professional skills while continuing to stay up with
the rapidly changing marketplace within import industry.

CCS Course
The CCS Course is a selfi-paced online offering with scheduled testing and a proctored final exam. Studenis are
required to provide their own proctor.

Who Should Attend: Individuals working in the import industry interested in expanding base knowledge.
Benefits of Attending

« Expand knowledge. Gain in-depth insight into every aspect of import logistics management.
« National professional recognition. Peers, staff, customers, and volunteer leaders all value the CCS

1

Enter your search d

11
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2. Get Educated!

= CBP Website

— https://www.cbp.gov/trade/programs-
administration/audits/focused-assessment

— https://www.cbp.gov/trade/programs-administration/importer-
self-assessment

Focused Assessment Program (FA)
Focused Assessment Program Overview: A
» FAto ISA Transition Program Presentation (October 2014) .

Focused Assessment Documents:

The following documents are the portions of the FA Kit that have been updated
to date and are effective for new PAS assignments started on or after October 1,
2014

» Exhibit 2A - Pre-Assessment Survey Questionnaire (October 2014)
= Exhibit 2C - FA PAS Audit Program (October 2014)

The following document contains all the exhibits of the original FA Kit:

FA Kit (October 2003)

Deleon Trade LLC/ Tuttle Law
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Exh 2A FA General Questionnaire.pdf
Exh 2C Pre-Assessment Survey Audit Program.pdf
Exh 3A Determining Review Areas based on Risk.pdf

Exh 3B Consideration of Internal Controls in a Customs Audit.pdf Impﬂ'rterSEEf‘ASSESSH'I‘Eﬂt

e i e Importer Self Assessment is a voluntary approach to trad
Exh 3D Internal Control Managment & Evaluation Tool.pdf program provides the opportunity for importers who ha
Exh 31 Errors Disclosed to Customs.pdf of resources to assume responsibility for monitoring th el

Exh 4A Example of Internal Control Manual.pdf’ exchange for benefits
Exh 4B Common Errors by Importers.pdf < Importer Self-Assessment Program: General Notice

Exh 4C Prior Disclosure During a FA.pdf Federal Register Notice
Exh 4E Compliance Improvement Plan Framework. pdf
Exh 4F Guidelines for supporting G5P Claims.pdf

Exh 5A PAS Internal Control Overview.pdf

Exh 5B Transaction Value PAS Technical Guide.pdf Memorandum of Understanding - ISA

Exh 5D Classification PAS Technical Guide, pdf Importer Self-Assessment Program Presentation

Importer Self-Assessment Handbook

|SA Questionnaire

Exh 5E HT5 9801 Technical Guide.pdf Entry Summary Trade Data Request
Exh 5H 9802.00.80 Technical Guide.pdf

Exh 51 HTS 9802.00.90 Technical Guide.pdf

Exh 5J Antidumping & CVD Technical Guide.pdf
Exh 5M GSP PAS Technical Guide.pdf Best Practices of Compliant Companies
%| Exh 6A Audit Sampling Policy.pdf |SA Program Fact Sheet

Annual Notification Requirements

Guidance on Internal Controls for 1SA

Eo) Eo] o] Eo) Eo) Eol o) Eo) Eo) Eo] o] Eo) Eol Eo] Eo) o) Eol Eo] Eo) Eo) [Eo)

Deleon Trade LLC/ Tuttle Law 13
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https://www.cbp.gov/trade/rulings/informed-compliance-publications

Informed Compliance Publications

yort CBP has a number of Informed Compliance Publications (ICPs) in the "What QUICK LINKS: RULINGS AND

3 - LEGAL DECISIONS
—_— Every Member of the Trade Community Should Know About: ..." series. As of the
1 Systems date of this posting, the subjects listed are available for reading or downloading. Regulations and Rulings Contact
- The first date shown is the original publication date. The subsequent dates, if Mumbers
xecutive any, show the revisions.

Additionally, CBP publishes several Directives and Handbooks, which provide Customs Bulletin and Decisions

inistration guidance to the public on a variety of trade-related matters.

Customs Rulings Online Search
Available ICP downloads: System (CROSS)

ABC's of Prior Disclosure

Electronic Ruling Requests

cisions African Growth and Opportunity Act AGOA
Agglomerated Stone Harmonized Tariff Schedule of the
bl Agricultural Actual Use Provisions L SR B
ook Articles of Wax, Artificial Stone and Jewelry Infoermed Compliance Publications
stices (By Ball Bearings (ePs)
Base Metal Mountings and Fittings Intellectual Property Rights
s Basic Forms of Non-Ferrous Metals eHeruniatin GFfh
Beauty and Skin Care Products of Heading 3304 Intellectual Property Rights Search
Bona Fide Sales & Sales for Exportation to the United States IPR)
Button, Snap Fasteners, Slide Fasteners and Similar Articles Passenger Vessel Services Act (PVSA)
Buying & Selling Commissions Rider Letter Request
Cane and Beet Sugar (Quota, Classification & Entry)
Caviar .
CBP Enforcement of Intellectual Property Rights E;T&::r?g Emr.i:f
Classification: Apparel Terminology under the HTSUS Contact your Center
Classification and Entry Requirements of Alcoholic Beverages and Spirits Directory of Center phone numbers

Deleon Trade LLC/ Tuttle Law



ICPA Miami 2017

rrade Community Shoutd know avout. | @y | DE TERMINING THE =
Reasonable Care 5 ACCEPTABILITY OF%
(A Checklist for Compliance) T RAN S A CTI ON
g VALUE FOR
o RELATED PARTY
g TRANSACTIONS
=
}=
w §
Border Protection o3
Valuation Encyclopedia 3 =
(1980 — 2015) =
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3.) Conduct a risk assessment

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

ortal ‘: 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: |dentify 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!

Deleon Trade LLC/ Tuttle Law
16
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3.) Conduct a risk assessment

CBP Top 1000 Importer (Risk Factors)
Quantitative Risk Assessment Model (QRAM) for FAs

= Risk based approach for selecting audit candidates: 15-20 Risk factors, including:

TOTAL ENTERED VALUE
TOTAL DUTY PAID

VOLUME (# OF LINE ITEMS)
COUNTRY VARIETY

HTS VARIETY R ANK
VALUE (% CHANGE)

FREE TRADE AGREEMENT VALUE
HTS CHAPTER 98 VALUE

ADD/CVD VALUE (TYPE 03 ENTRIES)
RELATED PARTY VALUE

PRIORITY TRADE ISSUE RISK FACTOR 17
REFERRALS FROM CEE, PORT OR PGA

What’s your rank?

- '.llFi‘K[L,

EM w*&m

Deleon Trade LLC/ Tuttle Law
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3.) Conduct a risk assessment

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.

Deleon Trade LLC/ Tuttle Law
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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.

Deleon Trade LLC/ Tuttle Law
19
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5.) Get management buy-in

* How is this best accomplished?
» Stress the effectiveness of COSO based controls

* Use data metrics
» Highlight possible opportunities and ROI

 |dentify 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

Deleon Trade LLC/ Tuttle Law
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6.) Evaluate your internal control program

» Compliance programs should include all 5 components of COSO-

based internal control.
fﬁfcf Control activities
Monitoring f < ‘ Falicies/procedures that

= Assassment of a control : : r' s management
system's performance over WMeagiiiasigicf directives are carried out.

time. : Range of activities includin
- . D A=y g < including
= Combination of ongoing and nmnlica iraf dpr' approvals, authorizations,

separate evaluations. : verifications,
= hkdanagement and supervisory recommendations,

activities. performance reviews, asset

= |nternal audit activities. securty and segregation of
Risk Assessment clutics

Control'Environment

Deleon Trade LLC/ Tuttle Law
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6.) Evaluate your internal control program

= 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

Deleon Trade LLC/ Tuttle Law 2
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6.) Evaluate your internal control program

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!

" |nternal 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)

Deleon Trade LLC/ Tuttle Law
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7. Consider a Prior Disclosure (“PD”)

= Mistakes Happen — Expect them and deal with
them appropriately

= |f 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”.
Deleon Trade LLC/ Tuttle Law 24
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7. Consider a Prior Disclosure (“PD"”)

= 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”

= Canrequest CBP HQ to consider the question of:
— Is there a violation? l.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

Deleon Trade LLC/ Tuttle Law 75
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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.

Deleon Trade LLC/ Tuttle Law 2%
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8.) Develop a corrective action plan

Develop a plan that will
strengthen internal
controls to ensure
errors do not reoccur.

Conduct a root cause
analysis before
developing an action
plan.

CIP Contents

The CIP should identify the company point of contact, describe the noncompliant area, illustrate
the corrective action, and project the completion, implementation, and validation target dates. A
suggested format (femplate) is provided for preparing a CIP.

Respansible Official

The CIP should identify by name and tifle the person assigned to coordinate the CIP
process. That person should be the company's primary point of contact regarding the
ClP.

Deficiency Disclosed on the Result Sheet
The CIP should clearly state the deficiencies found during the FA for each noncompliant
ar=ea and should refer to the result sheet(s) describing the noncompliant condition.

Action Steps

The company should include a full explanation of any comrective action steps taken
andfor planned to comect the noncompliant areas. A step-by-step oulline is necessary for
the integration of each affected department involved with the company's Customs
transactions.

Supporting Documentation

Copies of supporting documentation {department operating manuals illustrating the
change, policy statements, or other evidence documenting the comective action for action
steps already completed) should be attached to the CIP. The nature of the required
action steps should determine the kind of supporiing documentation provided.

Target Dales
A target date should be established for each action step required to comect a deficiency.
The company should inform Customs when it expects to complete the action steps.

Responsible Department

In some cases, more than one department may be responsible for addressing an action
step. The action plan should reference all departments azsigned to address each action
step.

Deleon Trade LLC/ Tuttle Law
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8.) Develop a corrective action plan (con’t)

Focused Assessment Program

COMPLIANCE IMPROVEMENT PLAMN
{(Suggested format)

Exhibit 4E

Company Mame

Date Compliance Improvement Plan Prepared

CIP CONTEMTS

Mame/Title of Responsibie Official

Deficiency Disclosed on the Audit Results Sheet
{showld be takaery from the “Condition” seciion of the Resufts Shast)

taken fo corraect the
deiffciency])

gocuwmeriatron fo be
swhrwiffed)

completicn dale
for each achion
steol

Corrective Target Responsible
Action Date Drepartment
{Speciic action sfeps o be (Swpoartirng (Expecited (Tifle of departrmart

assigned o address
each achiorr sfep)

Waliclation Action

{Description of testing mefhodolog)y to be wsed)

Approving OfficialiTitle

Deleon Trade LLC/ Tuttle Law
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9.) Implement corrective action

» 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.

Deleon Trade LLC/ Tuttle Law
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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

Deleon Trade LLC/ Tuttle Law 30
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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

Deleon Trade LLC/ Tuttle Law
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