COAC AD/CVD Subcommittee and COAC Bond Subcommittee Report
September 19, 2012


Meeting Purpose

The COAC AD/CVD and Bond Subcommittees met on Wednesday September 19, 2012 to discuss Deputy Commissioner Aguilar’s comment about establishing the bond requirement earlier in the import process which he made during the August public meeting in Seattle.

The discussion addressed the Deputy Commissioner’s request for the COAC to take a fresh look at establishing Single Transaction Bond actions for higher risk AD/CVD shipments  to help secure the revenue and create a deterrence to illicit activities.

Mr. Aguilar stated that “this is an opportunity for us to co-create, educate, and take a look at the current capabilities, capacities, potentials and possibilities”… “To get information ahead of time, to take a STB action, preferably pre-laden, pre-arrival.”  

Pre- Arrival/Pre-Lading Single Transaction Bonds
Members of the subcommittees  discussed the viability of a bond requirement prior to lading in a foreign port.   It was agreed that there were various factors that would  make it impractical to require a pre-lading:

· Information at the point of lading is not fully available to make a determination of duty liability 

· It may not be known if the goods are destined to the U.S.

· The cargo may be sold in transit, therefore, the responsible party/obligation changes

· There is no obligation until release

Concerns with  Customs Memorandum “Public Distribution of Information on Use of Single Transaction Bonds as Additional Security for Anti-Dumping and Countervailing “ dated June 13, 2012
The members of the subcommittees agreed that the June 13th notice is the first step in attempting  to protect the revenue related to AD/CVD evasion by requiring the securing of a bond in advance of release.  CBP will require an STB prior to release of an entry if they suspect circumvention of an AD/CVD order.  However, it is still not known  how frequently CBP would require a separate STB as CBP cannot quantify how often evasion occurs.  CBP must ensure that the STB initiative is handled uniformly across all ports.  The initiative must not disrupt the legitimate flow of trade for legitimate importers.

The main concern for the surety industry is the ability to underwrite these high risk transactions.   Members agree that a separate bond/activity code or indicator must be required for this STB requirement.  A separate bond/activity code or indicator allows for separate and distinct underwriting.  Another concern for the surety industry is the advisement by CBP to the continuous bond surety when a request is made by CBP for an AD/CVD STB.  

Conclusion
The subcommittee members concluded that it would not be practical for CBP to initiate an STB requirement for suspected AD/CVD evasion pre-lading.  The STB initiative in progress (based on the June 13th memo) may help to reduce or deter evasion, but will not resolve the under collection issue.   

