Office of Foreign Assets Control, Treasury

§592.502 Annual reports by rough dia-
mond importers and exporters.

(a) Requirement for reports. Reports
shall be filed annually, by April 1 of
each year, covering the preceding cal-
endar year (January 1-December 31),
except the first annual report, covering
the period January 1-December 31, 2007,
shall be filed by September 1, 2008.

(b) Who must report; reporting period.
All persons who import rough dia-
monds into the United States or export
rough diamonds from the United States
during the reporting period (January 1-
December 31).

(c) What must be reported. The report
need not be in any specified format but
must include the following informa-
tion:

(1) The contact information of the
U.S. importer or exporter, including
name, address, telephone number, fax
number, and e-mail address;

(2) Identification of total import and/
or export activity for each of the three
Harmonized Tariff Schedule classifica-
tions of rough diamonds during the re-
porting year, including:

(A) Total amount of carats of each
classification of rough diamonds im-
ported and/or exported; and

(B) Total of all shipments of each
classification of rough diamonds im-
ported and/or exported.

(3) Information on stockpiles of
rough diamonds, if any, for each of the
three Harmonized Tariff Schedule clas-
sifications, as of the end of the report-
ing year, reported in both total carats
and approximate total value. For the
purposes of this section, stockpiles are
defined as the amount of rough dia-
monds held unsold at the end of the re-
porting period.

(d) Where to send report. Reports must
be filed with the Office of the Special
Advisor for Conflict Diamonds, U.S.
Department of State via e-mail at
USKimberleyProcess@state.gov. For fur-
ther information, please call that of-
fice at 202/647-1713.

(e) Failure to file report. Any importer
or exporter who fails to file a required
report shall be subject to the penalties
set forth in Subpart F of this part.
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Subpart F—Penalties

§592.601 Penalties.

(a) Attention is directed to section 8
of the Clean Diamond Trade Act (the
“Act”) (Pub. L. 108-19), which provides
that:

(1) A civil penalty not to exceed
$10,000 per violation may be imposed on
any person who violates, or attempts
to violate, any order or regulation
issued under the Act;

(2) Whoever willfully violates, or
willfully attempts to violate, any order
or regulation issued under this Act
shall, upon conviction, be fined not
more than $50,000, or, if a natural per-
son, may be imprisoned for not more
than 10 years, or both; and any officer,
director, or agent of any corporation
who willfully participates in such vio-
lation may be punished by a like fine,
imprisonment, or both; and

(3) Those customs laws of the United
States, both civil and criminal, includ-
ing those laws relating to seizure and
forfeiture, that apply to articles im-
ported in violation of such laws shall
apply with respect to any rough dia-
mond imported in violation of the Act.

NOTE TO PARAGRAPH (a). As reflected in
paragraphs (a)(1) and (2) of this section, sec-
tion 8(a) of the Clean Diamond Trade Act
(Pub. L. 108-19) establishes penalties with re-
spect to any violation of any regulation
issued under the Act. OFAC prepenalty, pen-
alty, and administrative collection proce-
dures relating to such violations are set
forth below in §§592.602 through 592.605. Sec-
tion 8(c) of the Act also authorizes the U.S.
Bureau of Customs and Border Protection
and the U.S. Bureau of Immigration and Cus-
toms Enforcement, as appropriate, to enforce
the penalty provisions set forth in paragraph
(a) of this section and to enforce the laws
and regulations governing exports of rough
diamonds, including with respect to the vali-
dation of the Kimberley Process Certificate
by the U.S. Bureau of the Census. The Office
of Foreign Assets Control civil penalty pro-
cedures set forth below are separate from,
and independent of, any penalty procedures
that may be followed by the U.S. Bureau of
Customs and Border Protection and the U.S.
Bureau of Immigration and Customs En-
forcement in their exercise of the authorities
set forth in section 8(c) of the Clean Dia-
mond Trade Act.

(b) The criminal penalties provided

in the Act are subject to increase pur-
suant to 18 U.S.C. 3571.
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(c) Attention is also directed to 18
U.S.C. 1001, which provides that who-
ever, in any matter within the jurisdic-
tion of the executive, legislative, or ju-
dicial branch of the Government of the
United States, knowingly and willfully
falsifies, conceals, or covers up by any
trick, scheme, or device, a material
fact, or makes any materially false,
fictitious, or fraudulent statement or
representation or makes or uses any
false writing or document knowing the
same to contain any materially false,
fictitious, or fraudulent statement or
entry shall be fined under title 18,
United States Code, or imprisoned not
more than five years, or both.

(d) Violations of this part may also
be subject to relevant provisions of
other applicable laws.

§592.602

(a) When required. If the Director of
the Office of Foreign Assets Control
has reason to believe that there has oc-
curred a violation of any provision of
this part or a violation of the provi-
sions of any regulation or order issued
by or pursuant to the direction or au-
thorization of the Secretary of the
Treasury pursuant to this part or oth-
erwise under the Clean Diamond Trade
Act, and the Director determines that
further civil proceedings are war-
ranted, the Director shall notify the al-
leged violator of the agency’s intent to
impose a monetary penalty by issuing
a prepenalty notice. The prepenalty no-
tice shall be in writing. The prepenalty
notice may be issued whether or not
another agency has taken any action
with respect to the matter.

(b) Contents of notice—(1) Facts of vio-
lation. The prepenalty notice shall de-
scribe the violation, specify the laws
and regulations allegedly violated, and
state the amount of the proposed mon-
etary penalty.

(2) Right to respond. The prepenalty
notice also shall inform the respondent
of the respondent’s right to make a
written presentation within the appli-
cable 30-day period set forth in §592.603
as to why a monetary penalty should
not be imposed or why, if imposed, the
monetary penalty should be in a lesser
amount than proposed.

(c) Informal settlement prior to issuance
of prepenalty notice. At any time prior

Prepenalty notice.
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to the issuance of a prepenalty notice,
an alleged violator may request in
writing that, for a period not to exceed
sixty (60) days, the agency withhold
issuance of the prepenalty notice for
the exclusive purpose of effecting set-
tlement of the agency’s potential civil
monetary penalty claims. In the event
the Director grants the request, under
terms and conditions within his discre-
tion, the Office of Foreign Assets Con-
trol will agree to withhold issuance of
the prepenalty notice for a period not
to exceed 60 days and will enter into
settlement negotiations of the poten-
tial civil monetary penalty claim.

§592.603 Response to prepenalty no-
tice; informal settlement.

(a) Deadline for response. The respond-
ent may submit a response to the
prepenalty notice within the applicable
30-day period set forth in this para-
graph. The Director of the Office of
Foreign Assets Control may grant, at
his discretion, an extension of time in
which to submit a response to the
prepenalty notice. The failure to sub-
mit a response within the applicable
time period set forth in this paragraph
shall be deemed to be a waiver of the
right to respond.

(1) Computation of time for response. A
response to the prepenalty notice must
be postmarked or date-stamped by the
U.S. Postal Service (or foreign postal
service, if mailed abroad) or courier
service provider (if transmitted to the
Office of Foreign Assets Control by
courier) on or before the 30th day after
the postmark date on the envelope in
which the prepenalty notice was
mailed. If the respondent refused deliv-
ery or otherwise avoided receipt of the
prepenalty notice, a response must be
postmarked or date-stamped on or be-
fore the 30th day after the date on the
stamped postal receipt maintained at
the Office of Foreign Assets Control. If
the prepenalty notice was personally
delivered to the respondent by a non-
U.S. Postal Service agent authorized
by the Director, a response must be
postmarked or date-stamped on or be-
fore the 30th day after the date of de-
livery.

(2) Extensions of time for response. If a
due date falls on a federal holiday or
weekend, that due date is extended to
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