When Importers Misclassity Goods: What CBP Sharing
Data with DOJ Means for Your Business

Why Importers Keep Misclassifying Goods to Lower Duty Rates

Misclassification is often framed as a simple cost-saving tactic: assign a tariff code with a lower duty rate and reduce landed cost.
For many importers the pressure to protect margins and meet retailer price points creates a steady temptation to "nudge"
classifications toward cheaper headings. Smaller companies with thin compliance teams may rely on in-house assumptions, past
practice, or supplier descriptions without rigorous verification.

That informal approach works cbp voluntary self disclosure guide until it does not. Customs and Border Protection (CBP) has
improved automated analysis and now shares more detailed entry-level and transactional data with the Department of Justice
(DOJ). The result is fewer small errors staying private and more discrepancies becoming evidence in civil or criminal enforcement.
If your business treats classification like a bookkeeping detail, you face rising legal and financial exposure.

How CBP-DOJ Data Sharing Raises the Stakes for Misclassification

CBP collects far more than Harmonized Tariff Schedule (HTS) codes. Modern entries include supplier invoices, purchase orders,
country of origin documentation, product descriptions, bill-of-material details, container manifests, and prior correspondence.
When CBP discovers patterns that suggest deliberate underpayment of duties, it can refer curated data bundles to DOJ for civil
penalty actions or criminal investigation.

The practical impacts to your business are immediate and steep:

¢ Seizures and retrospective duty assessments on past entries.

¢ Civil penalties based on culpability and degree of understatement - these can multiply owed duties.
¢ Criminal exposure where prosecution proves intent to evade duties or falsify documents.

Supply chain disruptions from detained shipments and heightened inspections.

Reputational damage with trading partners and financial backers.

Urgency comes from the combined effect of data depth and analytic capability. CBP can correlate invoices with entry content,
trace invoice inconsistencies across suppliers, and spot patterns across multiple importers using the same foreign factory. Sharing
this curated evidence with DOJ means classification practices once treated as audit-risk are now enforcement-risk.

3 Reasons Misclassification Happens More Often Than You Think

Understanding root causes helps prioritize fixes. Here are three common drivers I see in client work.

1. Complex product design and component ambiguity.
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Many modern goods combine plastics, metals, textiles, and electronics. Choosing the proper HTS heading requires parsing
the principal component and industrial use rules. Staff without tariff classification expertise default to what seems closest,
which creates systemic misclassification risk.

2. Vendor-provided descriptions that are incomplete or misleading.

Suppliers sometimes supply generic descriptions or code suggestions to speed orders. Importers who accept that
mformation without independent verification inherit the supplier's mistakes or intentional misstatements.

3. Inadequate documentation and recordkeeping.

When invoices, specs, and test reports are missing or stored informally, reconstructing an accurate classification later
becomes difficult. That gap invites retrospective penalties when data must be aggregated for a CBP or DOJ inquiry.

What a Coordinated CBP and DOJ Approach Looks Like in Practice

When CBP detects suspicious patterns, the agency prepares an evidence package that emphasizes culpability and loss. That
package typically includes:

¢ Entry summaries and reconciliations showing duty differentials.

* Supplier invoices and purchase orders linked to specific entries.

¢ Internal communications when available - emails and classification memos.

e Comparative analytics showing similar importers or factories with consistent discrepancies.

DOJ then evaluates whether the case warrants civil prosecution (penalties and duties) or criminal referral (fraud, conspiracy, false
statements). The presence of repeated misclassifications, document alterations, or language suggesting intent elevates the case.
Even absent clear intent, civil penalties can still be severe and carry long recovery windows.

Quick Win: One-Page Evidence Audit

Before any external review, run a one-page evidence audit on your top 10 SKUs by customs value. For each SKU list: declared
HTS code, supplier invoice, product spec, country of origin, and landed cost calculation. If any element is missing, stop moving
similar shipments until you can document it. That simple exercise reduces immediate exposure and creates a base-line for formal
compliance work.

5 Practical Steps to Reduce Your Duty-Risk and Comply with CBP

Fixing classification risk requires a mix of process changes, technical tools, and legal measures. Implement the following steps in
sequence to build a defensible program.

1. Inventory and risk-rank your product portfolio.

Identify the 20 percent of SKUs that represent 80 percent of customs value. Those high-value lines deserve immediate
review. Use analytics to identify patterns: frequent re-classifications, multiple suppliers for a single SKU, or different HTS
codes declared by the same supplier across importers.

2. Document product identity to an evidentiary standard.

For each high-risk SKU assemble: technical drawings, material composition reports, product samples, supplier
declarations, and commercially-used product names. Store these in a centralized, timestamped repository with version
control so you can show what you relied on at the time of entry.

3. Use binding rulings where classification is unclear.

Submitting a binding ruling request to CBP or the U.S. Customs ruling portal yields a written determination you can rely
upon. That protects you from later re-classifications for similar entries, assuming you comply with the factual basis in the
ruling.



4. Create a classification decision tree and training program.

Develop a short decision tree that your entry staff must complete before filing: principal function, dommant material, tariff
heading alternatives, and supporting documents. Combine this with quarterly training for staff and suppliers on
documentation expectations.

5. Establish an internal audit and remediation plan.

Run periodic statistical samples of past entries and audit for correct HTS codes and supporting evidence. For errors found,
prepare voluntary disclosures where appropriate. Voluntary self-disclosure often leads to reduced penalties compared with
enforcement-triggered findings.

Advanced Technique: Use Comparative Forensic Analytics

Move beyond manual checks. Build or buy an analytics layer that links invoices, B/Ls, and entry summaries. Use clustering to find
supplier-level anomalies: a single factory shipping similar goods under widely varied codes across multiple importers is a red flag,
Pair this with unit-price benchmarking by product family. A sudden divergence in unit price vs. declared quantity often points to
mtentional misdescription.

What to Expect After You Fix Your Classification Practices: 90-Day
Timeline

Improving compliance is iterative. Here is a realistic timeline and outcomes you can expect after you commit to action.

Timeframe Objective Expected Outcome Days 0-14 Quick inventory and top-SKU audit Identification of immediate
documentation gaps; pause at-risk shipments if needed Days 15-45 Create classification decision tree and assemble evidence for
top SKUs Binding ruling requests filed for ambiguous products; clearer internal rules Days 46-75 Implement analytics and staff
training Fewer incorrect entries; better supplier documentation flow Days 76-90 Internal audit and remediation plan execution
Voluntary disclosures prepared if necessary; measurable reduction in duty variance

Within 90 days you should be able to show material improvement in documentation and entry accuracy. That short-term progress
matters because when CBP or DOJ evaluates an importer, proof of remediation and good-faith compliance efforts can influence
penalty assessments and prosecutorial decisions.

Quick Win: One Binding Ruling That Fixes a Category

If you can only pick one project, submit a binding ruling for a frequently imported ambiguous product family. One favorable ruling
can eliminate repeated risk across many entries. Combine that request with your supporting technical evidence to increase the



chance of a useful, defendable determination.

Two Thought Experiments to Clarify Risk and Decision-Making

Thought experiments help internal teams shift from reactive to strategic thinking. Run these two scenarios in a cross-functional
meeting.

1. The Ten-Year Audit Scenario.

Imagine CBP asks for ten years of documentation on a product and discovers multiple entry discrepancies. What
documents do you have now that you would present? Would those documents show a consistent, documented approach to
classification or ad-hoc choices? The thought experiment forces teams to evaluate recordkeeping and relational memory
across time.

2. The Supplier Collusion Scenario.

Assume a supplier knowingly misstates material composition to help multiple buyers under-declare duties. How would you
detect this pattern? What systems must be in place to identify recurring anomalies across importers or product lines? This
exercise should motivate cross-vendor analytics and stronger supplier agreements.

When to Get Qutside Help

Bring in external counsel or customs specialists early if you encounter any of the following:

* Discovery of systematic misclassification beyond isolated errors.
* Material underpayment of duties in prior fiscal years.

* Requests or subpoenas from CBP or other agencies.

¢ Supplier documents that suggest intentional misdescription.

External experts help prepare voluntary disclosures, negotiate penalty mitigations, and, when needed, respond to enforcement
referrals. Their role is not only tactical but also strategic - creating durable compliance frameworks that reduce future risk.

Final ChecKklist to Start Today

Action Why It Matters Run a top-10 SKU evidence audit Immediate reduction in the highest-value exposure Document technical
specs and supplier declarations Creates an evidentiary trail if questioned File binding rulings for ambiguous lines Obtain written
determinations that protect future entries Implement a classification decision tree and training Standardizes the process and
reduces human error Set up forensic analytics for invoice-entry correlation Detects systematic anomalies earlier

CBP sharing more data with DOJ changes the calculus. What used to be a recoverable bookkeeping mistake can now trigger
sustained enforcement. The practical response is straightforward: stop guessing, document everything, and build a repeatable
classification process. Take the quick wins now and plan the deeper fixes in the next 90 days. That approach turns a growing
enforcement risk into a manageable compliance program.



