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In a recent report, Customs emphasized the impmetahfocusing on textile and apparel enforcement.
Textile and apparel imports represent more than dbédl duties collected, and Customs routinelyieess
this product area, identifying areas of high-riskdrget for additional enforcement. Last weekstGms
released a report of such a review, identifying faneas of risk.

The first relates to Free Trade Agreement (“FTASnpliance. Customs has been utilizing Textile
Production Verification Teams (“TPVTs”) to condust-site verification of foreign textile and wearing
apparel manufacturers. The teams review and vprdguction capability and compliance with FTAs and
other trade preference programs. Customs visRéd&ctories in 11 countries in 2010. Violatiors o
FTAs/trade preference programs were found in 32%hefeviews, with 19% having a violation relatiog
illegal transshipment. Importers can expect Custamcontinue to emphasize FTA compliance by
conducting entry reviews with Requests for Inforimai CF28s) and by additional on-site visits taithe
foreign suppliers._Accordingly, it is recommendbdt importers filing multiple preference claimsdoct
regular audits of production records, Certificai€®rigin, and supporting affidavits, to ensuretitiey are
in compliance with all applicable requirements.

A second area of risk is the undervaluation ofikexiand wearing apparel by entities with no legit to
make entry. Customs determined that goods areglmiported using false identities and addresses,
making it difficult for Customs to collect additiahduties or penalties.

A third area of risk is the misclassification ofavimg apparel, which according to Customs often is
intentionally done to circumvent high duty ratédmost 50% of the textiles sampled by Customs
laboratories were found to be misclassified in 20k0view of these results, Customs probably will
increase the number of CF28s requesting samplesangonent breakdowns, to verify classification of
imported textiles. We may also see a rise in germaitions for fraudulent or negligent misclassifions of
textiles and apparel.

The fourth area of risk identified in the recents@ums report is the illegal transshipment of gabwsugh
the United States into Mexico. These goods aseRaklaimed to be of U.S. origin and are expotted
Mexico under false NAFTA claims. Two types of puots that are commonly transshipped in this way are
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completed apparel (using U.S. origin claim to anement Mexican dumping duties against China) and
fabric (used in production of apparel imported bant& the U.S. under false NAFTA claims).

Customs also released statistics on textile andrappnforcement in 2010, including two seizures fo
quota violations, valued at $157,000. Seizurewifaations of intellectual property rights were ahumore
common, with 4,552 seizures having a value of $i@lBon. Customs conducted 12,284 examinations of
imported goods in 2010, with 1,527 (12%) havingdipancies. While 60 audits were initiated by
Customs in 2010, 38 audits were completed, witbmanended recoveries of $1.8 million. Customs
imposed 43 commercial fraud penalties in 2010, witbtal value of $11 million.

For information on textile and apparel trade erdanrent and how you can protect your company from
increased duties and/or penalties, please con@tOBmins or Donna Shira gtumins@spcblaw.com
anddshira@spcblaw.comespectively, or call (212) 425-0055.




