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Background
U.S. Customs and Border Protection (CBP) assesses duties on 
inbound international mail arriving at the U.S. Postal Service’s 
five International Service Centers (ISC) in New York, Chicago, 
Los Angeles, San Francisco, and Miami; the gateway exchange 
office in Honolulu and at International Mail Facilities in San 
Juan, St. Thomas, and Newark. This mail is known as dutiable 
mail. In addition to the duties levied, CBP charges a $5.50 
processing fee and the Postal Service charges a $6.00 
handling fee per item. Postal Service delivery unit employees 
must collect these duties and fees from the addressee once 
the dutiable mail is delivered. Accounting Services remits the 
collected duties and fees to CBP monthly.  When delivery 
unit employees are unable to deliver a dutiable item, they 
are required to complete the appropriate forms and submit 
them to CBP so it does not charge the Postal Service for the 
uncollected amount. Additionally, the Postal Service must return 
undeliverable dutiable items to the sender. Our objective is 
to assess the effectiveness of the Postal Service process for 
handling Customs duties and fees.

What The OIG Found
The Postal Service process for handling CBP duties and fees 
is not effective. We conducted on-site observations at the 
Los Angeles ISC and five delivery units in the Los Angeles 

District. In addition, we reviewed the reconciliation process at 
the Accounting Services Center in Eagan, MN, and analyzed 
expense data related to duties and fees. We found that during 
fiscal year (FY) 2015, the Postal Service did not collect about 
$1.2 million of $2.3 million (or 55 percent) in CBP-assessed 
duties and processing fees. Specifically, Postal Service 
employees at all five delivery units visited did not handle 
dutiable mail as accountable items for collecting the required 
duties and processing fees on delivery or report undeliverable 
items to CBP. As a result, the Postal Service was billed for CBP 
duties and processing fees. This occurred because delivery unit 
employees were not familiar with policies and procedures for 
handling dutiable items and reporting undeliverable items due to 
lack of training and management oversight. Consequently, the 
Postal Service incurred unnecessary expenses of about $1.33 
million in FY 2014 and $1.23 million in FY 2015. It could also 
have a cost avoidance averaging about $1.43 million annually 
in CBP-assessed duties and fees over the next 5 years by 
improving controls over dutiable items.

What The OIG Recommended
We recommended the vice president, Delivery Operations, 
direct delivery unit management to provide periodic training to 
employees on existing policies and procedures for effectively 
collecting duties and fees and reporting undeliverable items  
to CBP.

We found that the Postal Service 

process for handling CBP duties 

and fees is not effective.



Transmittal Letter

MAY 25, 2016 

MEMORANDUM FOR: EDWARD F. PHELAN, JR. 
VICE PRESIDENT, DELIVERY OPERATIONS

FROM:    Michael L. Thompson 
    Deputy Assistant Inspector General  
      for Mission Operations

SUBJECT:   Audit Report – Postal Service Process for Handling Customs  
    Duties and Fees (Report Number NL-AR-16-002)

This report presents the results of our audit of the Postal Service Process for Handling 
Customs Duties and Fees (Project Number 16XG006NO000).

We appreciate the cooperation and courtesies provided by your staff. If you have any 
questions or need additional information, please contact Margaret B. McDavid, acting 
director, Transportation, or me at 703-248-2100.

Attachment

cc: Corporate Audit and Response Management
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Findings Introduction
This report presents the results of our self-initiated audit of the U.S. Postal Service process for handling Customs duties and fees 
(Project Number 16XG006NO000). The objective was to assess the effectiveness of the Postal Service process for handling 
Customs duties and fees. See Appendix A for additional information about this audit.

U.S. Customs and Border Protection (CBP) assesses duties on inbound international mail items arriving at the Postal Service’s 
five International Service Centers (ISC) in New York, Chicago, Los Angeles, San Francisco, and Miami; the gateway exchange 
office in Honolulu and at International Mail Facilities in San Juan, St. Thomas, and Newark. These mail items are known as 
dutiable mail. In addition to the duties levied, CBP charges a $5.50 processing fee and the Postal Service charges a $6.00 
handling fee per item. Postal Service delivery unit employees1 are required to collect these duties and fees from the addressee 
once the dutiable mail is delivered. Accounting Services remits the collected duty and fees to CBP monthly. 

If delivery unit employees are unable to deliver or collect the CBP-assessed duty and fee on dutiable items, they must complete 
the appropriate forms and submit them to CBP to receive the proper credit against the payment of the duties and fees. Additionally, 
the Postal Service must return undeliverable dutiable items to the senders. The Postal Service’s Accounting Services Center in 
Eagan, MN, performs a monthly reconciliation of outstanding dutiable items and remits funds to CBP. 

Summary
The Postal Service process for handling Customs duties and fees is not effective. We found that during fiscal year (FY) 2015, 
the Postal Service did not collect about $1.2 million of $2.3 million (or 55 percent) in CBP-assessed duties and fees. Specifically, 
Postal Service employees at all five delivery units visited did not handle dutiable mail as accountable items for collecting the 
required duties and fees on delivery and did not report undeliverable items to CBP, as required. As a result, the Postal Service did 
not receive a credit transaction and was billed for CBP duties and fees. This occurred because delivery unit employees were not 
familiar with the policies and procedures for properly handling and reporting undeliverable dutiable items due to lack of training and 
management oversight. 

1 Dutiable mail will be delivered by city and rural carriers and by window clerks.

During FY 2015, the  

Postal Service did not collect about 

$1.2 million of $2.3 million  

(or 55 percent) in CBP-assessed duties 

and processing fees. As a result, the 

Postal Service did not receive a credit 

transaction and was billed for  

CBP duties and fees.
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Consequently, the Postal Service incurred unnecessary nationwide expenses of about $1.33 million in FY 2014 and $1.23 million 
in FY 2015. It could also have a cost avoidance averaging about $1.43 million annually over the next 5 years by improving controls 
over dutiable items.   

Delivery Unit Procedures 
The Postal Service’s process for handling Customs duties and fees is not effective. We found that during FY 2015, the 
Postal Service did not collect about $1.2 million of $2.3 million (or 55 percent) in CBP-assessed Customs duties and fees. 

Specifically, delivery unit employees did not handle dutiable mail as accountable items to ensure duties and fees were collected 
upon delivery. We reviewed delivery tracking records from the Product Tracking and Reporting System (PTRS) for 6,373 
uncollected dutiable mail2 items and found that 3,773 items (or 59 percent) were delivered, incurring $250,094 in Customs duties 
and fees, which indicated delivery unit carriers did not collect or remit the funds as required. In addition, we observed the delivery 
unit employees at five delivery units in the Los Angeles District not handling dutiable mail as accountable items to ensure collection 
of duties and fees. Postal Service policies require delivery unit employees to handle dutiable mail as accountable items3 and 
collect duties and fees on delivery.4

Delivery unit employees also did not report undeliverable items to CBP, as required, to receive the appropriate credit transaction. 
Our analysis found only 6,373 dutiable mail items had a valid delivery tracking. Of that total, 2,600 (or 41 percent) were not 
delivered and the Postal Service did not receive credit for the associated duties and fees in the amount of $203,959. Further, none 
of the five retail clerks we interviewed at the selected Los Angeles District delivery units reported undeliverable dutiable items to 
CBP because they were not aware of the reporting procedures. Postal Service policies require delivery unit employees to report 
undeliverable items to CBP.5 

This occurred because delivery unit employees were not familiar with the process of handling dutiable items due to lack of training 
and management oversight. None of the 41 employees6 we interviewed at the five delivery units had been trained on the proper 
handling of dutiable mail. Subsequent to our visit, the West Los Angeles Station gave a stand-up talk to delivery unit employees on 
handling dutiable items.  

Consequently, the Postal Service incurred unnecessary expenses of about $1.33 million in FY 2014, and $1.23 million in FY 2015. 
The Postal Service could see a cost avoidance of about $7.16 million in CBP-assessed duties and fees over the next 5 years by 
improving controls over dutiable items. The Postal Service also sustained a loss of revenue for uncollected Customs clearance 
and delivery fees7 of about $59,000 for FY 2014, and $63,000 for FY 2015. The Postal Service could also have a cost avoidance 
of about $312,000 over the next 5 years by improving controls over dutiable items.

2 There were 69,687 dutiable items nationwide for FY 2014 and FY 2015, and the Postal Service did not collect duties and fees for 35,289 of these items. Our analysis 
further revealed that only 6,373 items had a valid delivery tracking number. 

3 Handbook M-41, City Delivery Carriers Duties and Responsibilities, dated April 5, 2001, Section 261.11 states that, “accountable items are keys, postage due, 
customs duty, and special services mail.” The International Mail Manual, dated March 7, 2016, Section 713.224, states that “Clearing Delivery Employee, the carrier’s 
accountability will be cleared by a clearing clerk, who will complete both copies of PS Form 2944, Receipt for Customs Duty Mail. The original copy should be filed in a 
locked receptacle.” 

4 Handbook F-101, Field Accounting Procedures, dated August 2015, Section 7-2.1, states that “Postal employees must collect these duties and Postal handling fees at the 
time of delivery before releasing the article to the customer.”

5 Handbook F-101, Section 7-2.7, dated August 2015, states that “When the U.S. CBP fails to receive a payment for a dutiable package or a report indicating disposition of 
a dutiable package, Accounting Services will remit the customs duties and the customs processing fee amount to Customs after 60 days.”

6 We interviewed a total of nine distribution clerks, 27 carriers, and five retail clerks at five delivery units.
7 The Customs clearance and delivery fee is a Postal Service fee, which is authorized by international postal agreements to reimburse the Postal Service for costs it incurs 

clearing items through Customs and collecting Customs duties at the time of delivery. 

Postal Service Process for Handling Customs Duties and Fees 
Report Number NL-AR-16-002 5



Recommendation We recommend the vice president, Delivery Operations, direct delivery unit management to: 

1. Provide formal and periodic training to its delivery unit employees on existing policies and procedures for the effective collection 
of duties and fees and proper reporting of undeliverable items to U.S. Customs and Border Protection.

Management’s Comments
Management agreed with the finding, recommendation, and monetary impact.

In response to the recommendation, management stated that Delivery Operations has prepared Delivery Unit training on Customs 
duty mail, which will be conducted via the Delivery Unit Required Activities Training system. Further, management stated there is 
a training module for new city and rural carriers to ensure they know their duties and responsibilities regarding Customs duty mail. 
Management provided the training documentation. The target implementation date is May 27, 2016. 

See Appendix B for management’s comments in their entirety.

Evaluation of Management’s Comments
The U.S. Postal Service Office of Inspector General (OIG) considers management’s comments responsive to the recommendation 
in the report and corrective actions should resolve the issues identified in the report. 

All recommendations require OIG concurrence before closure. Consequently, the OIG requests written confirmation when 
corrective actions are completed. The recommendation should not be closed in the Postal Service’s follow-up tracking system until 
the OIG provides written confirmation that the recommendation can be closed.

We recommend management provide 

formal and periodic training to 

employees on existing policies and 

procedures for effectively collecting 

duties and fees and reporting 

undeliverable items to CBP.
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Appendix A:  
Additional Information

Background
On average, the Postal Service is losing about $1 million a year in uncollected duties and fees, which it must pay to CBP  
(see Figure 1). Although the total amount of Customs duties and fees assessed decreased in FY 2015, the percentage of 
uncollected duties and fees consistently increased over the past four years because delivery unit employees were not familiar with 
the process of handling dutiable items due to lack of training and management oversight.

Figure 1. Customs Duties and Fees Collection and Expenses8
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Figure 1. Customs Duties and Fees Collection and 
Expenses10

 

Source: FY 2012 to FY 2015 data from Enterprise Data Warehouse (EDW). 

In addition, when a dutiable item is delivered to an addressee and the Postal Service 
does not collect the related Customs clearance and delivery fee it loses revenue in the 
amount of a $6.00 handling fee per item. 
 
CBP selects and assesses duty on inbound international mail items and charges a 
$5.50 processing fee per invoice. The determination of whether a package is assessed 
a duty is solely the responsibility of the CBP. Items with a declared value below $200 
could pass free of duty; however, a recent public law increased the exemption threshold 
on the declared value of inbound international items from $200 to $800.11 This change 
could affect the volume of dutiable items and amount of duties and fees the Postal 
Service collects. 
 
                                            
10 In addition, the Postal Service revealed a similar pattern of uncollected duties and fees as far back as 2007.  
11 H.R.644 - Trade Facilitation and Trade Enforcement Act of 2015, 114th Congress (2015-2016) became Public Law 
No. 114-125 on February 24, 2016. Section 901 amends the Tariff Act of 1930 to increase the general de minimis 
aggregate fair retail value of shipping duty-free articles imported by one person in 1 day from $200 to $800. 

Source: FY 2012 to FY 2015 data from Enterprise Data Warehouse (EDW).

In addition, when a dutiable item is delivered to an addressee and the Postal Service does not collect the related Customs 
clearance and delivery fee it loses revenue in the amount of a $6.00 handling fee per item.

CBP selects and assesses duty on inbound international mail items and charges a $5.50 processing fee per invoice. The 
determination of whether a package is assessed a duty is solely the responsibility of the CBP. Items with a declared value below 
$200 could pass free of duty; however, a recent public law increased the exemption threshold on the declared value of inbound 
international items from $200 to $800.9 This change could affect the volume of dutiable items and amount of duties and fees the 
Postal Service collects.

8 In addition, the Postal Service revealed a similar pattern of uncollected duties and fees as far back as 2007. 
9 H.R.644 - Trade Facilitation and Trade Enforcement Act of 2015, 114th Congress (2015-2016) became Public Law No. 114-125 on February 24, 2016. Section 901 

amends the Tariff Act of 1930 to increase the general de minimis aggregate fair retail value of shipping duty-free articles imported by one person in 1 day from $200  
to $800.
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Objective, Scope, and Methodology
Our objective was to assess the effectiveness of the Postal Service process for handling Customs duties and fees.

Our audit focused on the Customs duties and fees expense the Postal Service incurred during FYs 2014 and 2015.

To accomplish our objective, we:

 ■ Reviewed Postal Service policies and procedures for handling dutiable items to understand the process of duty collection, 
remittance, reporting, and reconciliation.

 ■ Interviewed Postal Service management and personnel from Eagan Accounting Services, the Pacific Area, and the Los 
Angeles District to identify the process for handling dutiable items. We also interviewed CBP management to understand CBP’s 
procedures for handling dutiable mail.

 ■ Interviewed Postal Service Headquarters managers from International Accounting, Global Trade Compliance, and International 
Postal Affairs to explore a viable technological solution.

 ■ Obtained and analyzed Customs expense data from the EDW and Eagan Accounting Services to determine the percentage 
of collected and non-collected Customs duties and fees. We analyzed the data to identify the top 10 ZIP Code areas with the 
highest number of uncollected dutiable items and the delivery units serving these areas for fieldwork.

 ■ Obtained data for CBP assessed duties and fees from the Accounting Services in Eagan, MN. The Los Angeles ISC had the 
highest amount of duties and fees assessed for FYs 2014 and 2015.

 ■ Reviewed and analyzed the delivery record of uncollected dutiable items from PTRS to determine the percentage of dutiable 
items delivered with no duties or fees collected.

 ■ Conducted interviews and observations at the five delivery units10 in the Los Angeles District to understand the process for 
handling dutiable items at the delivery unit and determine the cause of non-compliance.

 ■ Conducted interviews and observations at the Los Angeles ISC to understand the process for handling dutiable items at the 
ISC.

We conducted this performance audit from November 2015 through May 2016, in accordance with generally accepted government 
auditing standards and included such tests of internal controls, as we considered necessary under the circumstances. Those 
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objective. We believe that the evidence obtained provides a reasonable basis for 
our findings and conclusions based on our audit objective. We discussed our observations and conclusions with management on 
May 4, 2016, and included their comments where appropriate.

10 We visited the Bicentennial, Barrington, West Los Angeles, and Sunset stations; and the Pacific Palisades Post Office, all in the Los Angeles District.
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We assessed the reliability of EDW data on customs duties and fees used in this report by validating data to source documents.11 
We determined that the data were sufficiently reliable for the purposes of this report. 

Prior Audit Coverage
The OIG did not identify any prior audits or reviews related to the objective of this audit.

11 We validated FY 2014 and FY 2015 EDW Customs duties and fees expense data against Eagan Accounting Services’ reconciliation records. In addition, we validated 
uncollected item with a delivery tracking number to the PTRS. 
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Contact Information
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Contact us via our Hotline and FOIA forms. 
Follow us on social networks.

Stay informed.

1735 North Lynn Street 
Arlington, VA  22209-2020

(703) 248-2100

http://www.uspsoig.gov
http://www.uspsoig.gov/form/new-complaint-form
http://www.uspsoig.gov/form/foia-freedom-information-act
https://www.facebook.com/oig.usps
https://twitter.com/OIGUSPS
http://www.youtube.com/oigusps
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