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Foreword

In March 2003, the U.S. Customs Service became part of the U.S. Customs and
Border Protection, which will continue to be referenced as Customs in this
document.

The Regulatory Audit Division of the U.S. Customs and Border Protection has
prepared this publication for the trade community to encourage importers to
develop their own compliance programs. Although the information contained in
this manual is provided to promote voluntary compliance with Customs laws and
regulations, it has no legal, binding or precedent. It can not be overemphasized
that this manual has been drafted for the sole purpose of encouraging importers
to develop their own unique compliance plans designed for their specific
circumstances. In addition, this manual has not been designed to be all-inclusive,
exhaustive or encyclopedic.

The facts and circumstances surrounding imports by every company differ—from
the organizational structure and size of the importer, to the nature of the
imported articles, to the circumstances of the sales, etc. Consequently, foolproof,
standard guidance and procedures can not be developed to effectively deal with
every importing company and circumstance. On the other hand, in keeping with
the Modernization Act’s theme of “informed compliance,” Customs would like to
take this opportunity to recommend that the importing community examine this
publication for ideas. In Customs view, the example framework may prompt or
suggest ideas or methodology which importers may find useful in their own
companies. Actual manuals may vary significantly based on the needs of the
companies and may be much smaller or larger depending on the size of the
company, the number of Customs programs the company is involved with and
other factors.
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Chapter 1
Introduction

1.0 Background

The Modernization Act of 1993 (Mod Act) fundamentally altered the relationship
between importers and Customs. The Mod Act shifted the legal responsibility to
the importer for declaring the value, classification, and other information
necessary to assess the correct duty rate applicable to entered merchandise.
The Mod Act also required importers to use reasonable care to assure Customs
Is provided accurate and timely data. Finally, the Mod Act increased the
maximum civil and criminal penalties for negligent or fraudulent failure to comply
with Customs requirements.

This Manual describes the import processes of Phantom Trading Company
(PTC) designed to ensure Customs compliance and that personnel in each
department understands their role in the overall Customs function.

1.1 Company Information

PTC was incorporated in March 2001 as a wholesaler of phantom widgets and
began its business of selling and distributing to original equipment manufacturers
in the U.S. PTC is a single business entity having no parent or subsidiary
relationships. PTC established its Headquarters in Dallas, TX, with a sales office
in Houston, TX and a 10,000-sf. warehouse in Addison, TX. The warehouse is
staffed by 25 individuals responsible for inventory, receiving and shipping
functions. PTC employs over 200 people in its various Texas locations. PTC'’s
major foreign supplier is Masked Widgets of Brasilia, Brazil. PTC maintains a
credit line with Masked Widgets and makes payments by wire transfer.

1.2 Company Organization

To ensure compliance with Customs laws and regulations, PTC has established
an Import Department staffed with three employees. One of the three employees
holds a broker license. All employees in the Import Department work closely with
the Customs broker to ensure compliance and efficient handling of import
transactions. The Import/Customs Compliance Manager is the focal point for all
information relative to Customs activities.

Complying with Customs laws and regulations requires cooperation between
many company departments. Communication and cooperation between the
Import, Warehouse, Purchasing, and Engineering Departments are essential to
Customs compliance. The following chart depicts the overall company structure
with departments and titles.
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President
PTC

Vice President Vice President
Administration Operations

Director
Purchasing

Director Director Director Director
Finance Imports Operations Marketing

Manager Import/Customs Manager Manager Manager
Accounting Complance Manager |~ Warehouse Engineer Marketing

Manager Manager
Purchasing L Purchasing 2

1.3 Company Customs Policy

It is the express policy of PTC to comply with all applicable laws and regulations
of the Customs Service and any other federal agency relating to or governing the
importation and exportation of merchandise to/from the United States. Further,
PTC seeks to monitor, on a regular basis, compliance with all applicable rules
and regulations.

PTC strives to cooperate fully with Customs and promptly report and seek full
compliance with applicable rules and regulations. In pursuit of this goal, PTC
provides all responsible employees with a copy of this policies and procedures
manual and with proper training to promote compliance with these requirements.
Finally, PTC seeks technical guidance when needed from third party Customs
consultants, authorized Customs brokers, and Customs.

1.4  Purpose of Manual

This manual has been designed to aid employees in ensuring Customs
compliance and is not intended to be a substitute for Customs laws and
regulations. This manual outlines Customs processes to be used in conjunction
with applicable laws and regulations. The policies and procedures outlined in this
manual are supported by all levels of management and are expected to be
followed by all employees. Noncompliance with Customs laws and regulations
may expose PTC to fines, penalties, and liquidated damages.

The following topics are included in this manual: import/entry process,
recordkeeping, classification, quantity, transaction value, basis of appraisement,
American goods returned, U.S. articles assembled abroad,
antidumping/countervailing duties, generalized system of preferences (GSP),
post entry processes, staff training, and reference materials.
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Following are the primary departments involved in the importation/exportation of
merchandise:

e Management

e Import Department

e Accounting

e Warehouse (Shipping/Receiving)
e Purchasing

e Engineering Services

If you have any suggestions for improving the contents of this manual or find any
inaccuracies, contact the Import/Customs Compliance Manager at 123-1234.
Any guestions regarding procedures described in this manual should also be
addressed to the Import/Customs Compliance Manager at the aforementioned
number or by email at jmport.manager@ptc.com. |

1.5 Periodic Review and Update of Procedures

It is the responsibility of the Import/Customs Compliance Manager to review this
manual and update it, as necessary, on an annual basis to ensure that Customs
regulation cites are current and to incorporate any procedural changes. This
annual review and update (the paperback volume of the CFR is revised each
year as of April 1) will take place during the second quarter of the fiscal year. If
no updates are considered necessary, the Import/Customs Compliance Manager
will write a memo indicating the date of the review and attach it to the back of the
Manual. Interim updates or additions to the procedures will be made on an as
needed basis. The Import Manager will forward a copy of the revised manual or
no change memo to each Department Manager involved in the
importation/exportation of merchandise as well as the Personnel Department.
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