
October 2018 Customs Broker License Exam:
Answered Questions And Explanations
Are you preparing for the October 2018 Customs Broker License Exam? Are you
feeling overwhelmed by the vast amount of information you need to study? Well,
worry no more! In this article, we will provide you with answered questions and
detailed explanations to help you ace the exam with confidence.

Understanding the Customs Broker License Exam

The Customs Broker License Exam is a challenging test that assesses individuals
on their knowledge of customs laws and regulations, tariff schedules, import and
export guidelines, and more. To become a licensed customs broker, one must
pass this exam to prove their understanding of the intricate procedures involved
in customs transactions.

With the October 2018 exam just around the corner, aspiring customs brokers
need all the help they can get. Let's dive straight into some of the most common
questions from previous exams and their comprehensive explanations.
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Question 1: What is the role of a customs broker?

Answer: A customs broker acts as an intermediary between importers, exporters,
and the government. They facilitate the clearance of goods through customs by
ensuring compliance with customs laws and regulations, preparing all necessary
documentation, and paying the relevant duties and taxes on behalf of their
clients.

Explanation: Customs brokers play a critical role in the international trade
process, helping businesses navigate the complex customs procedures and
ensuring smooth and timely import/export transactions for their clients.

Question 2: What is the Harmonized System (HS) code?

Answer: The Harmonized System (HS) code is an internationally recognized
classification system used to classify traded products. It assigns a unique
numerical code to each product, providing a standardized way to identify goods
during customs clearance.

Explanation: The HS code is an essential component of customs documentation,
as it helps customs authorities identify the correct duty rates, restrictions, and
other requirements associated with each specific product.

Question 3: What is a Customs Bond?

Answer: A Customs Bond is a financial guarantee required by the government to
ensure importers fulfill their obligations, such as payment of duties and taxes,
compliance with customs regulations, and the submission of accurate
documentation.
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Explanation: Customs bonds protect government revenue and ensure that
importers abide by all customs-related requirements. They may be in the form of
a single entry bond, continuous bond, or other types, depending on the importer's
specific needs.

Question 4: What are the penalties for customs violations?

Answer: Customs violations can result in severe penalties, including monetary
fines, seizure of goods, loss of import/export privileges, and even criminal
charges. The specific penalty imposed depends on the nature and severity of the
violation.

Explanation: The penalties for customs violations serve as a strong deterrent
against illegal activities, ensuring the integrity of the customs system and
protecting the domestic industry from unfair trade practices.

Question 5: What is the Automated Broker Interface (ABI)?

Answer: The Automated Broker Interface (ABI) is an electronic data interchange
(EDI) system used by customs brokers to transmit and receive customs-related
information to and from U.S. Customs and Border Protection (CBP).

Explanation: The ABI streamlines the customs clearance process by allowing
brokers to electronically submit entry and entry summary data, receive responses
from CBP, and make electronic payments, significantly reducing paperwork and
accelerating customs procedures.

Question 6: What is the difference between a non-resident importer
and a resident importer?

Answer: A non-resident importer is someone who does not have a physical
presence or establishment in the country where they are importing goods. In



contrast, a resident importer is a person or entity with a physical presence in the
importing country.

Explanation: The distinction between non-resident and resident importers is
crucial for determining the importer's legal obligations, such as tax liabilities,
licenses, and permits. Importers must comply with the specific regulations
applicable to their status.

Question 7: What is a Free Trade Agreement (FTA)?

Answer: A Free Trade Agreement (FTA) is a bilateral or multilateral agreement
between countries that aims to foster trade by reducing or eliminating tariffs,
quotas, and other trade barriers between the signatory nations.

Explanation: FTAs promote economic integration and increased market access
by providing preferential treatment to importers and exporters from participating
countries. Understanding the specific provisions within FTAs is essential for
customs brokers dealing with international trade.

Question 8: What is prohibited in international trade?

Answer: Prohibited items in international trade include illegal drugs, counterfeit
goods, weapons, endangered species, and items that infringe on intellectual
property rights. The exact list of prohibited items can vary depending on the
country and its specific regulations.

Explanation: Prohibitions in international trade are in place to safeguard public
health, national security, and intellectual property rights. Customs brokers must
be aware of these prohibitions to prevent the unlawful importation or exportation
of prohibited goods.

Question 9: What is an Anti-Dumping Duty (ADD)?



Answer: An Anti-Dumping Duty (ADD) is a tariff imposed on goods that are
entering a country at a price below their fair market value. The purpose of ADD is
to protect domestic industries from unfair competition caused by dumped or
subsidized imports.

Explanation: ADDs aim to prevent the negative effects of unfairly priced imports
on domestic industries. Customs brokers must accurately assess the value of
imported goods and ensure compliance with ADD regulations to avoid penalties.

Question 10: What is an In-Bond Entry?

Answer: An In-Bond Entry refers to the transportation of goods, under customs
control, from one port to another within the same country without paying import
duties or taxes. This allows for the temporary storage or transshipment of goods
without requiring immediate customs clearance.

Explanation: In-Bond Entries are beneficial for international logistics and facilitate
the movement of goods through various ports within a country. Customs brokers
must understand the rules governing in-bond movements to ensure compliance
with customs requirements.

Now that you have gone through these ten crucial questions and their
explanations, you are better equipped for the upcoming October 2018 Customs
Broker License Exam. Remember to continue studying and practicing to solidify
your knowledge, and good luck on your path to becoming a licensed customs
broker!
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Customs Broker License Exam - Answered Questions and Explanations is a
series of books that help people prepare for the U.S. Customs Broker License
Examination. Each book contains a set of 80 real exam questions and each
question is followed by a step-by-step explanation of the solution and an analysis
of the tested concepts.
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