COAC Bond Subcommittee Report

Bond Reduction Proposal

A request for comments on the possibility of a bond reduction was forwarded to the nine (9) importing members of COAC, plus the 14 members of BACM who are not COAC members plus approximately 30 other import attendees of the September TSN meeting who are not members of COAC or BACM.  Therefore approximately 53 importers were approached for comments plus the 11 non-importer members of COAC.  There was limited outreach to the importing community and the questions were provided by CBP and may not allow a fair representation of responses from importers. 

Thirty-seven (37) of the importers responded or 70%, including all the COAC importing members, who are all in favor of a reduced bond.  Many responders only answered a few questions, although all answered the 1st question.

	Question
	Favorable
	Unfavorable or "No"
	Neutral

	Would a reduction in the importer bond formula be viewed as a good reward for ISA companies? 
	34
	0
	3

	
	
	
	

	Would a significant reduction in the bond formula be a strong incentive to join ISA if an importer is considering it?
	11
	4
	7

	Would a reduction in the bond formula reduce your bond cost in the same ratio?  i.e. if the bond formula for compliant importers were cut in half (from 10% of yearly duties and fees to 5%) would your bond cost be cut in half?
	22
	0
	6

	Would most importers accept lowering the bond amount for ISA importers while those not participating in ISA would not get this reduction? 
	11
	4
	2

	Should non-compliant companies have a different bond formula than companies in ISA and companies that have been compliant for a number of years? 
	17
	1
	2

	
	
	
	

	Should new companies with no record of imports have the same bond formula as established companies that have a good record with CBP? 
	8
	8
	3

	What are some of the hidden benefits to the trade of a possible lower bond formula? 
	
	
	


The sureties of the bond committee and CSEC also have comments on the bond reduction proposal and those are attached.  They are not in favor of reducing the bond amount.

The CBP Revenue Division has not provided any statistics on ISA members and any losses in excess of their bonds.  The ISA group in CBP has provided information that ISA members account for 14% of the total duties paid, but only .34% (point 34 percent) of the revenue gap.  This is 40 times better than the remaining importers who account for 86% of the duties and 99.6+% of the revenue gap.

While almost all importers are in favor of a bond reduction, many feel that this is not a strong incentive or reward as bond premiums are not a major cost in the landed cost equation.  However, for a few large importers with large bonds, the savings could be substantial in terms of actual dollar amount.

Importers, members of the trade, COAC Bond Subcommttee members and CSEC have all recommended a number of alternative measures which would be equally acceptable or more acceptable than a reduction in the amount of the Customs bond.  As spelled out in the CSEC report they are:

Viable Alternative Incentives 
1. Further reduction of audit frequency. 

2. Further reduction in intensive exam frequency. The elimination of just one or two intensive exams per year could provide savings in excess of those accruing from a bond reduction. 

3. Additional mitigation on liquidated damages and penalties. 

4. Prior disclosure benefits where no actual prior disclosure has been made. 

5. Dollar-for-dollar credits for future liquidated damages and penalties. A “get of jail free” card, modeled after the successful Carrier and Super-Carrier Agreement programs. 

6. Reduce the frequency of bond sufficiency reviews from monthly to semi-annual or annual reviews. 

Other Bond Subcommittee Activity

CBP rolled out the new “Conditional” termination and replace procedure that requires the existing surety to agree with the provisional termination date.   This, along with an extension of the replacement provision up to 45 days, seems to have cleared up 98% of the instances where an old bond was terminated before a new bond could become effective.

The new filing instructions are ready for publication.

