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Welcome to the ECO’s First Compliance Newsletter
Following the formalisation of the warning letter process last May, ECO’s Compliance Unit has been looking at additional ways we can focus company minds on compliance and help you to comply with terms and conditions of the Open Licences you use. We have decided to issue regular newsletters keeping you updated on Compliance issues and providing you with additional help and advice to help ensure your company’s compliance when your audit is undertaken. If there is anything you would particularly like to see covered, please let your Compliance Officer know. Any other feedback gratefully received.
£575,000 Compound Penalty paid recently 

In April 2009, a UK company paid a compound penalty of £575,000 for alleged offences in relation to the export of controlled goods to a number of sensitive destinations without licences between 2003 and 2006.

 

Compounding is the means by which HMRC can settle out of court a case which would normally be prosecuted to save both the tax payer and the company time and legal fees.
Over 50 warning letters issued to date

In May 2008 ECO formalised procedures for issuing warning letters to companies who were found to be not fully complying with the conditions of the open licences they were using at a compliance audit. 
The letters are sent to a Director of the company and explain what the licence requires, where the company has fallen short of this requirement and what the company needs to do by the time of the next visit (usually in 3-6 months) to address the problem. 
If the company fails to improve to an acceptable level, the Open Licences which they are having problems using correctly can be suspended or revoked, requiring the submission of SIELs for the period of suspension/revocation.
To date one company has had an OIEL revoked as a result of a compliance visit and another has had its OGELs suspended for a period of 3 months pending a successful revisit. If the revisit is not successful, we will consider extending that suspension. In all other cases, the company was compliant, or revised procedures/processes, etc., were in place to ensure future compliance
What are the main failings?

By far the most common fault is the failure to link the export to a permitted Government when using the Military Goods, Government and NATO end use OGEL or when a similar condition is put onto a company’s OIEL. A close second is lack of undertakings for OIELs followed by a lack of knowledge of the ratings of the goods, or indeed whether they are licencable at all.
Links to Governments

Companies sometimes assure their compliance officer that the end user is, for example, the US Air Force, even though the goods are being sent via another company, but have no paperwork to prove that.

The Government and NATO end use OGEL gives examples of a number of options for the supporting paperwork which should be obtained from the consignee

· copy of purchase order
· excerpt of a contract
· a written undertaking by the contractor
Any of these (or similar) are acceptable providing it makes it clear who the end-user is. Bear in mind too that the licence says that is must be for the permitted use of a permitted government (including for test or trial purposes) and any contract or undertaking should not contain any wording which might imply the goods are for onward sale to a Government not permitted by the licence. Please remember that undertakings are required as a condition of OIELs and although we accept electronic copies, we may ask to see originals.
Undertakings 
If you have any doubts about the wording of undertakings or any other supporting documentation please consult your Compliance Officer. A template for OIELs (which can also be used for OGELs where appropriate) can be found on our website at http://www.berr.gov.uk/whatwedo/europeandtrade/strategic-export-control/licensing-policy/undertakings/page8502.html 
Make sure you know the ratings of your goods
If you use OGELs, you must make sure the goods you are exporting (and the destination you are exporting to) are covered by the licence. 
The list of goods will always refer to the control list entry rather than a description, so you will need to know the rating before you can be confident the goods are covered by the licence. There are 3 ways of doing this:
· Use the control list http://www.berr.gov.uk/whatwedo/europeandtrade/strategic-export-control/control-lists/page40521.html 

· Use Goods Checker http://www.ecochecker.co.uk/goodschecker/ 

· If you are still not sure you can use the rating enquiry service via SPIRE.

Compliance now on SPIRE and changes to visit arrangements
Those of you who have had a compliance visit recently will have found that the follow-up letter and actions have been transmitted to you via SPIRE. This has not been possible in a few cases either because of the way the company has set itself up on SPIRE or because they have not set themselves up on SPIRE at all. The following list shows what we would like you to do on SPIRE to help the compliance team make the visit administration run more smoothly. 

· Make sure your company and the relevant site is registered on SPIRE

· Make sure our contact at the company for visits has an active SPIRE account so that we can transmit the post visit letter
· Register for the OGELs you use on SPIRE

· Reply to any actions following the visit on SPIRE and attach any missing paperwork on SPIRE too – Please remember to click the button which says all actions completed when you have replied to them all.
Pre-visit Questionnaire 
We have recently introduced a pre-visit questionnaire for all visits. Previously these were only sent to companies being visited for the first time. This is sent out at the same time as the confirmation letter (usually by email) and allows us to get a picture of your company and what you are doing before the visit so we can focus our questions on areas where we need clarification and hopefully cut down the time we need to spend on this at the visit itself. We also think that it helps you prepare for the visit. Please complete it and send it back at least a week before the visit.
Seminars 

Just a reminder that ECO runs a number of seminars which can help with your general understanding of UK export controls. Details can be found at http://www.berr.gov.uk/whatwedo/europeandtrade/strategic-export-control/training-seminars/index.html 

Training can be also arranged for companies at their own premises and tailored for that company in terms of products etc. Please contact the Awareness team - Antonia.Rudge@berr.gsi.gov.uk  if you are interested in this option and for details of costs.
Keeping the compliance team informed
Please let us know when you move offices. 
In the last few months this seems to have been a particular problem where compliance officers have arrived at the address we have as part of our records, only to find that the company has moved, and not always to somewhere in the same county!
Please let us know on SPIRE (and tell your Compliance Officer separately) when you move site, and remember this may have implications for the licences you hold as well. 

And Finally
I know you have heard this at every training event and compliance visit but there are two main reasons why companies have problems with compliance. These are
· They don’t read the licence and make sure they can understand it. 
The OIEL you are issued with is not necessarily the same as that which you applied for. If it has conditions you don’t understand and don’t think you can comply with, please go back to your licencing officer for that licence and seek clarification.

· There is no-one with overall responsibility for export controls at a senior level in the company and no clear responsibility further down the management chain.
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Please see the compliance page on our website 

http://www.berr.gov.uk/whatwedo/europeandtrade/strategic-export-control/compliance/index.html 
This notice is for information purposes only and has no force in law. Please note that where legal advice is required exporters should make their own arrangements.[image: image2.png]
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