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      F A C T S H E E T


2451 Crystal Drive STOP 5105, Arlington, Virginia 20598-5105 

Commercial Fraud Programs Unit
Tobacco Smuggling
The U.S. Immigration and Customs Enforcement (ICE), Homeland Security Investigations (HSI), Commercial Fraud Programs Unit, established objectives to improve the administration and enforcement of international trade laws.  HSI has the responsibility of enforcing customs laws within the U.S., and conducting investigations related to tobacco smuggling.  HSI investigations include, but are not limited to, the domestic and international smuggling of cigarettes; counterfeit or genuine; trafficking in counterfeit cigarettes; trafficking in stolen cigarettes; smuggling of cigarettes in violation of embargoes; and international money laundering investigations where one of the underlying crimes is tobacco-related.  Over recent years, tobacco smuggling has become a lucrative criminal enterprise, resulting in the annual loss of billions of dollars in tax revenue and customs duties around the world.  While the extent of tobacco smuggling in the U.S. cannot be precisely determined, HSI considers its illegal importation and transportation a national priority.

Illicit tobacco activities attract international and domestic criminal groups with the lure of high profits and relatively low risk of prosecution.  Tobacco smuggling into the U.S., specifically cigarettes, results in the loss of federal and state excise tax revenue.  In an effort to evade duty, smugglers under-report weight on shipments; undercount and undervalue cigarettes, which have a compound duty; improperly mark country of origin; and divert products from customs bonded and duty free facilities.  Tobacco smuggling often involves the false manifest of shipments from foreign countries, and the illegal manipulation of the in-bond system.  Contraband and counterfeit cigarettes are commonly smuggled into the U.S. in ocean containers and are falsely described as various items, such as, plastic, furniture, or toys.  HSI has expanded cooperation with international law enforcement agencies and customs services to combat this problem.  

HSI conducts independent tobacco smuggling investigations and joint investigations with the Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF); the Alcohol and Tobacco Tax and Trade Bureau (TTB); and the Food and Drug Administration (FDA), due to overlapping jurisdiction, as well as numerous state and local enforcement agencies.  HSI has developed a working relationship with TTB in efforts to monitor, combat, and disrupt illicit tobacco trade.  However, tobacco smuggling investigations are often deferred to state and local authorities due to the inability to get prosecution accepted by the U.S. Attorney’s Office.
The 2010 implementation of the Prevent All Cigarette Trafficking Act (PACT Act) prohibited internet sales of tobacco, therefore increasing the incentive of illicit tobacco trade.  Additionally, diversion and smuggling of tobacco may increase in order to avoid paying higher costs and taxes.
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