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How the Export Administration Regulations Work

your item classified under an Expol ~N
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Using the correct ECCN, is there an "X"
next to your export destination under the
Reasons for Control in the Commerce
Control Chart?
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RED FLAGS -- KNOWING YOUR CUSTOMER

EAR requirements depend on a person's knowledge of the end-use, end-user, ultimate destination, or

other facts relating to a transaction or activity.

Are there red flags
that should make you
suspicious?

Yes or

Maybe\A

Do not self-blind -- Do not cut
off the flow of information that
comes to your company in the
normal course of business.
For example, do not instruct
the sales force to tell potential
customers to refrain from
discussing the actual end-use,
end-user, and ultimate country
of destination. A policy of
avoiding "bad" information does
not insulate a company from
liability, and would usually be
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Absent a red flag, exporters do
NOT have to inquire, verify, or
otherwise "go behind" the
customer's representations.

Instruct employees how to

handle "red flags" -- an
employee's knowledge can be

imputed to a company making
the company liable.
Companies must have clear
policies and effective
compliance procedures to
ensure that "red flags" are
evaluated by responsible
senior officials.

'

Reevaluate all the information.

4./

Proceed with the transaction (making sure
that you comply with all other relevant
EAR provisions).

Can the "red flags" be
explained or justified?

Some Red Flags:

1. Customer/purchasing agent
reluctant to offer information about
product's end-use.

2. Product's capabilities don't fit
buyer's line of business (e.g., a small
bakery orders sophisticated lasers).
3. Product ordered is incompatible
with the technical sophistication of
country to which the product is being
shipped (e.g., semiconductor
manufacturing equipment for a country
without an electronics industry).

4. Customer has no or little business
background.

5. Customer willing to pay cash for a
very expensive item when the terms
of the sale call for financing.

6. Customer unfamiliar with product's
performance characteristics but still
wants the product.

7. Customer declines routine
installation, training or maintenance
services.

8. Delivery dates are vague, or
deliveries are planned for
out-of-the-way destinations.

9. A freight forwarding firm is listed
as the product's final destination.

10. The shipping route is abnormal for
the product and destination.

11. Packaging is inconsistent with
the stated method of shipment or
destination.

12. When questioned, the buyer is
evasive or unclear about whether the
purchased produce is for domestic
use, export or reexport.

NO

Don't go through the transaction or wait until
after you inform BIS of the red flags, and
after you receive BIS authorization.




