Global Classification & Sanctions

“Integrating Intelligence for Confident Compliance Posture”

The landscape of international trade is undergoing profound change. Geopolitical tensions,
rapid regulatory updates, and increasingly sophisticated evasion techniques have elevated
the stakes for compliance teams worldwide. Organizations engaged in cross-border
transactions must not only classify their products accurately but also connect that
classification to restricted party screening, jurisdictional rules, and end-use risk
assessments.

Trade classification, whether via the HTS, ECCN, Schedule B, or comparable regimes—
serves as the entry point to understanding the regulatory context in which any transaction
occurs. But relying on classification alone is insufficient. Today, leading organizations are
embracing integrated strategies that blend robust classification, dynamic screening,
advanced analytics, and specialized technology.

This white paper explores why classification is a linchpin but not a silo, and how
professionals can build a compliance program that is both defensible and efficient.

Foundation: What Classification Really Determines

Classification is often called the “first mile” of trade compliance because it frames:

¢ Licensing Requirements
For example, dual-use goods classified under ECCNs controlled for national security or
anti-terrorism triggers specific license obligations.

e Eligibility for License Exceptions
Certain classifications open the door to license exceptions such as LVS, GBS, or TMP under
the Export Administration Regulations (EAR).

e Tariff and Tax Exposure
HTS and Schedule B designations establish duty rates and reporting obligations.

e Red Flags for Sanctions
Classification helps identify whether a transaction may be subject to sectoral or industry-
specific sanctions (e.g., restrictions on oil and gas equipment in Russia).



Consider this:

A company exports sensors classified as EAR99. On paper, no license is required.
However, the sensors are destined for a military end user in China. Without linking
classification to end-user screening and intended use, the company risks violating
U.S. export controls despite the “benign” classification.

Takeaway- classification must be woven into broader risk assessments, not
treated as a stand-alone determination.

Restricted Party Screening: The “Other Pillar”

Restricted party screening (RPS) is the process of evaluating whether any counterparty—
customers, suppliers, intermediaries—is listed on sanctions or denied party lists maintained by
agencies such as:

e The U.S. Office of Foreign Assets Control (OFAC)

e The Bureau of Industry and Security (BIS)

e The United Nations Security Council

¢ The EU Consolidated Sanctions List

Even perfectly classified goods can become prohibited transactions if a counterparty is sanctioned
or owned/controlled by a sanctioned entity. In many cases, a “50 Percent Rule” extends liability
beyond named parties.

For example:
¢ Comprehensive Sanctions: Prohibit nearly all transactions with embargoed

jurisdictions.

o Sectoral Restrictions: Limit financing or transactions related to specific industries or
technologies.

o Entity Lists: Impose licensing requirements or prohibitions on dealings with certain
organizations and individuals.

As enforcement becomes more sophisticated, regulators expect companies to integrate RPS with
classification to ensure the full regulatory picture is considered before shipment or payment.



Why Classification Alone is Not Enough

Many compliance failures result from treating classification and screening as separate workflows.

Common pitfalls include:

Assuming EAR99 Means No Restrictions
Even EAR99 items can be prohibited if destined to embargoed regions or for prohibited end
uses.

Isolating Screening from Product Data
Screening the counterparty without understanding whether the product is subject to
additional controls undermines risk assessment.

Failing to Re-evaluate Classifications
As control lists evolve, previously unregulated goods may become controlled—requiring
reclassification and re-screening.

Integrated Solutions: How Leaders Close the Gaps

Leading compliance teams are turning to advanced technology platforms to unify classification,
screening, and monitoring into a seamless workflow. These solutions typically include:

Real-Time Screening Engines
Systems that combine global sanctions lists, beneficial ownership data, and watchlists to
detect potential counterparty risk at onboarding and throughout the customer lifecycle.

Al-Powered Analytics and Monitoring
Platforms using machine learning to spot patterns of evasion, identify suspicious
transactions, and prioritize investigations.

Maritime Tracking and Supply Chain Intelligence
Specialized tools to monitor vessels, shipping routes, & cargo movements, helping
organizations verify the legitimacy of trade flows and prevent sanctions breaches.

Export Controls Research Platforms
Legal workflow tools offering searchable repositories of regulatory guidance, interpretive
rulings, and licensing policies to support accurate decision-making.

Trade Compliance Managed Services
Outsourcing partners that handle classification reviews, license determinations, and
operational compliance tasks to reduce internal burden and ensure consistency.



Best Practices

To build a robust, defensible compliance posture, consider these guiding principles:
1. Align Classification and Screening Early

e Integrate classification data directly into your screening workflow so any potential
match can be assessed in its full regulatory context.

2. Automate Regulatory Updates

o Usetools that regularly update control lists and re-evaluate classifications to stay
current with changing requirements.

3. Document Decisions

e Maintain audit-ready records that show how classification determinations,
screening outcomes, and licensing decisions were reached.

4. Promote Cross-Functional Collaboration

e Encourage collaboration among compliance, legal, logistics, and procurement to
ensure controls are applied consistently across the organization.

5. Engage Specialized Resources

e Consider leveraging technology platforms, trade compliance managed services,
and legal advisors who focus on export controls and sanctions to strengthen
internal capabilities.

Conclusion

Global trade classification is foundational to managing export controls and sanctions, but
it's only effective when integrated into a broader compliance framework. Advanced
strategies interlink classification with screening, end-use assessments, and monitoring,
transforming it into a dynamic risk intelligence tool. Through automation, expert
collaboration, and systemic integration, organizations can shift from reactive compliance
to a proactive, risk-informed posture—minimizing enforcement risks and fostering strategic
accountability.



