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Opening Remarks:   Commissioner Basham thanked the outgoing COAC members for their service and dedication.  Commissioner Basham has been proud to be part of the effort and has been very impressed with all our work.  He asked outgoing members to stay engaged and to participate in subcommittees. He acknowledged also Bruce Leeds excellent leadership.  He also acknowledged Leigh Schmid, Limited Brands, Inc, as the new COAC Trade Spokesperson.
COAC Member roll call:

Members not present:  Michael Zachary, Tompkins Associates
Tim Skud, Assistant Secretary Tax, Trade and Tariff Policy, Department of Treasury, also thanked and acknowledged COAC’s work.  Also thanked Commissioner Basham for his work and service and his focus on trade facilitation.

Stephen Heifetz, Deputy Assistant Secretary for Policy Development, Department of Homeland Security, also thanked COAC for service and is looking back at the last few years: progress on Container Security Devises, the Trade Strategy and dialogue on issues that extend beyond CBP.  He said there is a transition Team is in process – most of our contacts will continue in place through the transition and beyond.

Bruce Leeds, The Boeing Company, acknowledged Mike Mullin for his collaborative style and leadership.  Also thanked Commissioner Basham and read a letter we all wrote and signed in appreciation of his service.

Commissioner Basham said Jay Ahern will be Deputy Commissioner for some time and to continue our work with him.

Jay Ahern addressed COAC.

Motion to approve minutes from Aug 7th meeting. – Approved.
Trade Facilitation Subcommittee – Brenda Smith, Executive Director, Trade Policy & Programs, Office of International Trade (OT) spoke: The Trade Strategy was formally released at the Symposium.  

Brad Shorser, Sears Holdings Corporation: It has been an interesting several months – culminating yesterday with a work group with Customs and Border Protection (CBP).  CBP Strategy is a great document and COAC looks forward to developing implementation plans to jointly achieve the goals named in the strategy – a key one being trade facilitation.  We think developing the partnership programs better is a key part to improving trade facilitation and we’d like to see the link between trade security and trade compliance; we want to expand Importer Self-Assessment (ISA) to Other Government Agencies (OGAs); at top of the list – we’d like to better define Account Management and the role of Account Management.  We see this as a program that has significant potential and is our top priority for the 11th Term COAC.  Need to have more meetings with CBP to develop the Account Management Concept that we both can agree to and then secondly to establish implementation plans.  There needs to be motivation for the Trade to move closer to CBP to join in partnership programs; this should include a financial incentive.  There should also be a reduction of liability for a company’s investment in internal controls – for example a reduction of penalties and liquidated damages.  Account Management in its final form means that CBP gets better information, enhancing its targeting capabilities.  He also suggested that we come up with the concept 1st and later look at the road blocks such as current legal impediments and how to address those.  A more robust Account Management program will benefit CBP given its limited resources.  Brad stressed the financial incentives must be tangible to those invested in ISA.  

Leigh said that we recognize the new systems such as the Automated Commercial Environment (ACE) need to enhance the Account Management program.

Jay Ahern: Improving Account Management is a worthy goal.  But we do need to have a unified understanding of how we want Account Management to work (CBP has one view of Account Management, while the Trade has another). He also thinks that the link between trade compliance and security is an interesting concept.  He asks that trade also have a commitment from a corporate perspective to ensure that both security and compliance are important.  He also understands the need to work more closely with other governmental agencies

Curtis Spencer, IMS Worldwide Inc., said that the trade (COAC) would be happy to assist CBP further in defining and providing a framework for Account Management going forward that would address Jay’s concerns, under Brad’s sub-committee.

Anne Maricich, Director Field Oversight West, Regulatory Audit, Office of International Trade – Import Safety: working on the Pilot Program for Product Safety.  CBP is including this component into the ISA Program.  She recognized Barry, Tony and Brad for their effort in pushing this program along.  On Oct 29th made an announcement at the Symposium.  Open to all current ISA members – 37 members total that were eligible and 11 have already applied.  JC Penny is the first member that has been accepted.  Hasbro is well on its way – problems though with getting visas from China to go into toy factories – but looks like they will be successful.

CBP has also approached Food and Drug Administration (FDA) and the Environmental Protection Agency (EPA) to conceptually discussed establishing similar programs with those agencies within the ISA framework.

Barry Obrien, Hasbro, Inc. – The ISA / Import Product Safety program will face Challenges in China – The trade and CBP must work closely with the Chinese Customs officials to make sure they understand the intent of the ISA program. If China officials do not allow CBP to visit the mainland then whole concept of the ISA program will be in jeopardy. Addressed concerns over expanding the Harmonized Tariff Schedule (HTS) Codes versus other types of product code systems. Consumer Product Safety Commission (CPSC) and CBP want to expand the HTS# to cover various product that may have product safety issues. Barry said that COAC should comment or propose an alternate solution. Next, we need better guidance on the criteria for when CBP would be detaining, seizing etc., goods for failing to meet CPSC requirements.  Given that CPSC is issuing new regulations and requirements almost daily – understanding the enforcement environment is important for the Trade.

Tim Skud – addressed G10 product code as it relates to the International Trade Data System (ITDS) effort to ensure consistency of product codes and trying to avoid a proliferation of various codes importers of record have to report – he agreed that Treasury/CBP should take a hard look at this.

Sandra Bell, Executive Director, Regulations and Rulings, Office of International Trade – Importer Security Filing - 10 + 2: Office of Management and Budget (OMB) has cleared the rule for final publication. Rules promulgated under two Acts - Safe Port Act and the Trade Act of 2002.  One of the requirements is to report to the Congress on the Rule prior to publication within 15 days of the publication – where they are now.

Brendan O’Hearn, Acting Director International Operations Division, Office of International Affairs: World Customs Organization (WCO):  Proposals to the Safe Framework – proposal to move the data elements in the Framework into an Appendix and update them consistent with version 3.0  of the Data Model was approved as was the Framework data element amendment process.  The process is rigorous so that frivolous ones are avoided.  Concerns over 100% scanning were expressed by member nations. There have been recent development of the Trade Recovery work group and a paper has been issued on the integrity of payments to Customs administrations.
Leigh:  Last meeting of the Private Sector Consultative Group (PSCG) was held Oct 13th and 14th in Brussels.  Discussion on the ITDS as the single window – we hope CBP will support this concept.  Also hope that CBP will promote greater recognition of the Authorized Economic Operator (AEO) programs.  PSCG became aware trade resumption group and PSCG offered to participate in the strategies that will be developed.

Deputy Commissioner Ahern: Are there Security Professionals on PSCG?  50% are Corporations and 50% are Trade Associations.  The Secretary General of the WCO selects the members of the PSCG.  Ahern suggests that the PSCG needs better representation of Security Professionals.

Tim Skud’s concern over the expense charged by WCO for their publications – maybe try to issue these for free.   Positive Movement in the WCO change its policy in not charging for its publications – need to make these publications more widely available to its member and stakeholders as well.

Brenda Smith: Intellectual Property Rights (IPR) Enforcement Subcommittee – Large Subcommittee of 22-25 companies and have had frequent calls to address the key issues of importance to COAC and CBP:

Barry O’Brien – Noted the subcommittee report that was given to us in writing.  Requested COAC to officially accept this report and to continue to work on the top 3 subcommittee priority topics:

1. Detention/Seizure – how can we improve communication flow to the right holder to determine whether the item is in fact counterfeit?

2. Bonds for Testing – using a continuous bond to secure samples of a counterfeit samples for better interdiction.

3. Voluntary Disclosure – procedure to benefit Importers of Record, CBP and right holders.

COAC approved the Report.

Deputy Commissioner Ahern: What is the appropriate level of sharing with right holders – there are legal perimeters that must be addressed.  He agrees we need to do a better job to protect IPR.

Concept of Account Management.

David Genovese, Director, ADCVD/Revenue Policy & Programs Division, Office of International Trade: Bonds –  David addressed the Questionnaire that was sent to Importers of Record on the bond system.  A reduced bond formula would be welcomed for ISA members, however the premiums are not high or a huge issue.  There is further discussion on using risk based plans to better set bond amounts.

Don Huber, General Electric, – discussed Term and Replace of Bonds – and the new policy by CBP to transition the old bond with a new one.  These changes will avoid the problem of Single Entry Bonds until the new bond is accepted by CBP.  Don said that there was overwhelming support to reduce bond limits – to further support the concept on Account Management, we’d like to have lower bond limits for ISA members who are also Tier 2 or Tier 3 C-TPAT members.  COAC passed a resolution on this.

Tim Skud Treasury will take a hard look at this but the bond rates are not only tied to compliance rates but more importantly to financial health.  In this dire economic time, often financially threatened companies could have robust compliance programs.

Don suggested that Treasury share the data on any statistics they had on risk related to financial concerns rather than risk management.

Dan Baldwin, Assistant Commissioner Office of International Trade  – clear financial benefits – based on the small sample – how did we determine that a reduction would benefit the trade?  Don said that it his understanding IOR.

Bradd Skinner, Director, Industry Partnerships, Office of Field Operations: C-TPAT Report  -
As of 11-06-08:

8762 certified members 

9847 total validations with over 1000 being revalidated

This year over 3000 validations – well on way to goal of 3200 validation

703 members suspended for either

1. Failure to pass the validation or revalidation or

2. A Security Breach

272 Tier 3 Certified Companies.

Trying to improve timeliness of Validation Reports to an average of 50 days (down from 100 days).

In October, announced new 3rd Party Logistics providers (3PL) Eligibility Criteria out – will begin taking applications in January of 2009.  Will look at who is joining and whether the criterion needs tweaking.

Doing a lot of screening through Container Security Initiative (CSI) at the port of entry.  Have to be careful about having domestic entities involved.

At Symposium – 100% screening by Transportation Security Administration (TSA) of all cargo by 2010 – next year their mandate is 50% screening of all air cargo.

Bradd points out different issues, policies, goals, between CTPAT and TSA Screening – even so want to look at how they can find synergies and maximize their programs.  Does not see interchangeability between their program and CBP’s or permitting validations to work for each other’s set of rules.

Mutual Recognition (MR) signed with New Zealand, CA and Jordan.

European Union (EU), Japan, Singapore – still working on these.

What resonates is having one set of rules among the countries – in the Portal can also share membership in other Country Programs.

Looking at a module within CTPAT for Importer of Records that also export – exploring what the criteria should be. Has worked with 9 Tier 3 Companies on how the criteria can be set up.  Still gathering data from these pilot companies.  Want to go slow though and not overextend the program.

Validations in China – was able to conduct a second round of 15 CTPAT Member’s Suppliers.  CBP looks forward to working with China on further opportunities for joint validations.

CTPAT Benefits Guide released on the Portal last week – it is a catalogue of the benefits provided and how exam rates have increased since 2001.  It is an informational guide to help companies better decide whether to join the program.

The next CTPAT Program is on April 1st-3rd in New Orleans.  Looking at having 1200 companies and will include a work shop sessions on Wednesday or Friday so Co’s can choose between a Wed/Thurs session or a Thurs/Friday session.  Registration begins at noon online on January 5th.

Lisa Schimmelpfenning, WalMart: think we expect to review the benefits further and to come back with additional benefits in the 11th term COAC.

Curtis acknowledged Adrienne Braumiller, Braumiller Schults & Co. as new COAC C-TPAT subcommittee chair

Curtis discussed mutual recognition concept – harmonization of this concept is crucial for going forward.

3PL – understands the concerns and resources but noted that there appears to be sufficient staffing for working with 3PL.

Tony Barone, Pfizer – AEO Program ha been very unsuccessful – only 1000 companies out a million – ½ of those are carriers who feel obligated to do so.  As we move forward – important that the programs be harmonized.

Tony addressed the letter that COAC will send to both the Commissioner and TSA regarding screening.  Suggested harmonizing minimal criteria where there are criteria already exist both in CTPAT and TSA Screening Programs.  To the extent that there are two provisions that are similar, we agree that the more restrictive prevail. We also suggest that shared services be offered between the agencies.

Deputy Commissioner Ahern: Sees a wide range among the security programs that exist in the EU.  Some are sufficient – many are not.

Tony – says even if it is on a country by country basis, we’d ask the US for mutual recognition.

Stephen Heifetz, Deputy Assistant Secretary for Policy Development, DHS: regarding the request to harmonize the physical security criteria between CBP and DHS –the opportunities to do this are few.  The real harmonization opportunity is information sharing and collection.  Need to avoid duplicative information collection regimes.  

Vernon Foret, Executive Director, Agriculture Programs and Trade Liaison, Office of Field Operations: Agriculture Subcommittee (AG) – regarding : Trade Symposium 2008:

1. Discussed updates to Joint Agency Task Force.  Developed three additional implementation action plans that both CBP and APHIS will address. Need to increase our collective outreach efforts.  Talked about creating additional Agricultural positions that will be created to support the Ag mission and establishing pilot programs in key agriculture states, as well as acquiring equipment/tools necessary to deliver the mission.
2. Discussed examples of what CBP does at ports of entry that have an Ag risk – types of remedial actions ordered as a result of a plant pest or non-admissible item, requesting additional documentation, or manipulation of the cargo and as the least favorable option, re-export.  Need to reduce the pest risk and avoid unnecessary inspections in the US and to avoid unnecessary costs to the trade for manipulation.  What can they (trade community) do to assist in reducing and/or eliminating the pest risk from the point of lading abroad?

Geoff Powell, C.H. Powell Company:  Discussed AG Subcommittee work – to discuss the Lacey Amendment.  Shows the collaborative effort of CBP with the trade and other organizations who worked diligently with Congress to scale back the amendment.  Joint Agency Task Force is very important to the trade.  Our group will reach out to help minimize the pest issue and stress the importance of this with the foreign suppliers.  We have talked about putting a work plan together and having it ready for next COAC meeting.

Brenda Smith:  She said she wanted to thank us for all of our assistance in how Lacey could be managed and to avoid unintended consequences.  CBP is looking towards the end of the comment period on Dec 8th – will see a revised implementation plan after the new year and what will be covered, as well as what HTS groups will be covered and reworking the definitions.

Adrienne Braumiller, Braumiller Schultz & Co.:  Proposed Country of Origin Rule – Adrienne discussed the Comments that COAC wanted to submit and explained our concerns regarding whether the proposal was workable.

Tim Skud – Two reasons the Notice of Proposed Rulemaking (NPRM) were to reduce cost to the government and increase transparency.  He thinks that there are two categories they take seriously:

1. Consistency between their current COO under current law and under the codified rules.  

2.  Would not have advanced the burden on the trade if they thought that would be the result.  He can see why folks are worried to deal with the BOM issue.  CBP would not have advanced the matter if they thought they weren’t on sound legal.  Thinks this would meet WTO harmonization efforts as well which is based on tariff shift rules.

Tim Skud says that the first rule is where the parts are wholly transformed and then the second rule is based on essential character (which is sort of like substantial transformation).

Departing comments of the COAC members who are leaving.

New Business:
The first meeting of the 11th term will be scheduled in February in Washington, DC.

