 SEQ CHAPTER \h \r 1 

UNITED STATES OF AMERICA


DEPARTMENT OF HOMELAND SECURITY


BORDER AND TRANSPORTATION


SECURITY DIRECTORATE


U.S. CUSTOMS AND BORDER PROTECTION


+ + + + +


ADVISORY COMMITTEE ON COMMERCIAL


OPERATIONS OF CUSTOMS AND BORDER PROTECTION


(COAC)


+ + + + +


MEETING


+ + + + +


WEDNESDAY


DECEMBER 7, 2011


+ + + + +



The Advisory Committee met in Suite 800, U.S. Access Board, 1331 F Street N.W., Washington, D.C., at 1:00 p.m., Alan Bersin, Commissioner, U.S. Customs and Border Protection, presiding.

COAC MEMBERS PRESENT:

ALAN BERSIN, Commissioner, U.S. Customs and Border Protection

TIMOTHY SKUD, Deputy Assistant Secretary, Tax, Trade and Tariff Policy, U.S. Department of the Treasury

ELLEN McCLAIN, Acting Chief of Staff, Office of Policy and Development, DHS

DON HUBER, COAC Trade Co-Chair, Global Customs Manager, General Electric

KAREN LOBDELL, COAC Trade Co-Chair, Director, Global Solutions, Integration Point

LEMAN CHIP BOWN, JR., Managing Director for Regulatory Compliance, FedEx Trade Networks

SCOTT CHILDERS, Senior Manager, Integrated Management, The Walt Disney Company

COLLEEN CLARKE, Vice President, Roanoke Trade Services, Inc.

MARY ANN COMSTOCK, Assistant Secretary & Northern Border Compliance Manager, UPS Supply Chain Solutions

JEFF COPPERSMITH, President, Coppersmith Global Logistics, Inc.

MATTHEW A. FASS, President, Maritime Products International

WILLIAM FERGUSON, Security Director, NYK Line (North America) Inc.

MICHAEL FORD, Vice President, Regulatory Compliance, BDP International

CAROL HALLETT, Counselor, U.S. Chamber of Commerce

KAREN M. KENNEY, Chief Operating Officer, Liberty International, Inc.

KATHLEEN NEAL, Director, Trade Compliance, A.O. Smith Corporation

JAMES PHILLIPS, Senior Manager for Customs, General Motors LLC

TED SHERMAN, Director, Global Trade Services, Target Corporation

BARBARA VATIER, Principal, BV Solutions, LLC
JEFFREY WHALEN, Assistant General Counsel, Customs and International Trade, Nike, Inc.

ALSO PRESENT:

ALLEN GINA, Assistant Commissioner, CBP

THOMAS WINKOWSKI, Assistant Commissioner, CBP

MARIA LUISA O'CONNELL, Senior Advisor for Trade and Public Engagement, CBP

ANNMARIE HIGHSMITH, Chief Counsel CBP

DAN BALDWIN, Executive Director, Cargo and Conveyance Security, CBP

KIM COSTNER MOORE, Assistant General Manager, Air Cargo Programs, TSA

BRENDA SMITH, Executive Director, Trade Policy and Programs, Office of International Trade, CBP

CINDY ALLEN, Executive Director, ACE Business Office, Office of International Trade

GREG OLSAVSKY, Director, Border Cooperation, Office of Field Operations, CBP


SEAN DOHERTY, Acting Director, C-TPAT Cargo and Conveyance Security, Office of Field Operations, CBP

SARAH PRICE, Acting Branch Chief, IPR Policy and Programs Division, Office of International Trade, CBP

MICHAEL WALSH, Director, ADCVD/Revenue Policy and Programs Division, Office of International Trade, CBP

VALARIE NEUHART, Director, Import Safety and Other Agency Requirements Division, Office of International Trade, CBP

STEVE HILSEN, Director, Trade Policy & Agreements, Office of International Trade, CBP                   
ELENA RYAN, Acting Director, Trade Facilitation & Administration, Office of International Trade, CBP

KARA WELTY, Chief, Debt Management Branch, Revenue Division, Office of Administration, CBP

Members Not Present:
George Weise, Executive Vice President, Sandler & Travis Trade Advisory Services
PUBLIC COMMENTERS:

WENDY MARTIN*
JAMES MAY*
MIKE MULLEN, Express Association of America
NANCY O'LIDDY, Transportation Intermediaries Association

FEDERICO ZUNIGA, NCBFAA
*Participating via webinar

Welcoming Remarks

Alan Bersin, Timothy Skud, Ellen McClain, Don Huber and Karen Lobdell

The meeting was called to order at 1:22 p.m.


Commissioner Alan Bersin began the meeting by apologizing for being late. Commissioner Bersin thanked the COAC for their help with re-energizing CBP’s trade function. Timothy Skud and Ellen McClain also made opening remarks. 

Ms. McClain stated that her guess is that the National Strategy for Global Supply Chain Security will be released sometime in January 2012. DHS has created a Cross-Sector Supply Chain Working Group under CIPAC (the Critical Infrastructure Partnership Advisory Council) to allow industry to provide specific recommendations on implementation of the National Strategy.
COAC members are encouraged to provide input, either as individuals or through the COAC itself.

DHS has been working with its international partners to further the goals of the National Strategy.

Karen Lobdell reviewed the COAC’s work in 2011, the first year of the 12th term of the COAC. Although the process of appointing new members caused a slight delay early in the year, the COAC was active by late March. The COAC has provided advice and recommendations to CBP on a number of key initiatives and pilot programs, such as the pilot Centers of Expertise and Excellence, the Account Executive Program, and the simplified entry pilot.

Ms. Lobdell stated that the COAC’s accomplishments owe much to its sense of strong, goal-driven leadership at the executive levels of CBP. The trade is counting on CBP’s leadership to sustain the momentum which has been created and ensure that the collaboration between CBP and trade continues into 2012 and beyond.

Review, Discuss Next Steps, and Formulate Recommendations on Land Border Security Initiatives

Kathleen Neal and Jim Phillips, COAC

Greg Olsavsky and Sean Doherty, CBP
Kathleen Neal presented six recommendations from the Global Supply Chain Security Land Border Subcommittee:

1) Establish Tier 3 status for U.S./Mexico and U.S./Canada highway carriers

2) Allow SVI (Status Verification Interface) number query access for all users

3) Develop C-TPAT status for exporters



4) Obtain user input for C-TPAT web portal 2.0

5) Share an external version of the National Business Continuity Management template as soon as it is available.

6) Establish a C-TPAT working group to operate under the Global Supply Chain Security Subcommittee.

Sean Doherty stated the CBP and the Subcommittee have discussed these topics at length and come to some consensus. Mr. Doherty added that before allowing Tier 3 status to carriers, the tangible benefits which Tier 3 status will bring them should be specified. He asked the COAC to provide guidance on what those benefits could be.

The recommendation regarding SVI came from a request by the Transport Intermediary Association (TIA), which would benefit from being able to use SVI queries to verify carrier status. Implementation of this recommendation will take about three to four months.

The groundwork is being laid for a future pilot program which would give C-TPAT status to exporters; several countries have agreed to participate in such a program. Mr. Doherty asked for suggestions on user requirements for the C-TPAT web portal 2.0.

Mr. Winkowski asked what the impact of recommendation 1 would be. Mr. Doherty replied that the tier system is currently only for importers. A new tier status for highway carriers would not affect the tier status of importers. The recommendation is limited to U.S., Mexico and Canadian highway carriers.

Mr. Winkowski added that foreign-based consolidators are a key piece of supply chain security. Mr. Phillips said that the Subcommittee plans to give more consideration to that topic in the future.

Ms. Vatier asked whether taking advantage of TSA’s programs with respect to C-TPAT for exports has been considered. Mr. Doherty replied that CBP is working closely with TSA to see if there is any overlap in their processes.

Mr. Ford commented that these recommendations will lead to the creation of a broad new security arena which the COAC will need to focus on, beyond just land borders.

Mr. Huber made a motion to accept the recommendations of the Land Border Subcommittee. Ms. Neal seconded the motion. The COAC voted in favor of the motion with zero votes in opposition and one abstention by Mr. Ford.
Commissioner Bersin stated that CBP will now formally consider the recommendations and report back to the COAC on whether they will be implemented.

Update on the Work of the Air Cargo Security Subcommittee

Barbara Vatier, COAC
Dan Baldwin, CBP

Kim Costner Moore, TSA

Dan Baldwin discussed the need to develop a broad government strategic plan on application of the ACAS (Air Cargo Advanced Screening) strategy. Then, a joint, co-created plan can be developed with the COAC and the larger trade community. A draft strategic plan has been delivered to the COAC Air Cargo Subcommittee, and it will be considered in detail in the coming weeks.

So far, over six and a half million transmissions have been made in ACAS, and not a single “do not load” has gone out. Good progress has been made with express consignment companies, and certain freight forwarders and passenger carriers are already transmitting test data. The goal is to receive all air cargo transmissions into CBP’s target environment so that they can be reviewed by CBP and TSA.

Kim Costner Moore continued the discussion, saying that IT requirements, systems communication, and operational challenges faced by industry on the tail end, remain to be dealt with. Both data transmission and screening are important. TSA intends to refine screening protocols in collaboration with industry. 


Barbara Vatier stated that the pilot program is fairly well-developed with its initial participants, and there are about 40 passenger airlines and air freight forwarders ready to participate. However, a large portion of the air freight forwarders and airline communities and the air community have yet to get involved.

In trade’s view, the results of the pilot should be analyzed, and a regulatory framework should be developed which incorporates the lessons of the pilot, so that future regulations will make sense instead of causing economic harm.

Mr. Winkowski argued that a sense of urgency is needed in this area. We need to be more aggressive in pursuing timelines.

Commissioner Bersin suggested that a schedule be drawn up before the next meeting of the COAC. He also asked Mr. Huber and Ms. Lobdell to consider issuing a formal public report which would outline the COAC’s reaction to ACAS and recommendations as to implementation.

Mr. Ford replied that the COAC does possess a sense of purpose in addressing this issue. Mr. Ford also endorsed the suggestion of a formal report.

Mr. Baldwin said that more urgency is needed in the area of international harmonization. Kevin McAleenan, CBP’s Deputy Assistant Commissioner of Field Operations, is working with the World Customs Organization (WCO) and with the EU to reach greater international consensus on the ACAS approach. Commissioner Bersin explained that CBP was able to persuade the EU and WCO of the benefit of co-creating an air cargo security strategy with industry, instead of writing premature regulations.

Public Comments

Nancy O’Liddy from the TIA stated that her organization is disappointed it has not been accepted to the program. Changeover is a problem, since TIA has to reintroduce itself again each time. TIA will continue to work to explain the important role it plays in the supply chain.

Review, Discuss Next Steps, and Formulate Recommendations on the IPR Enforcement Subcommittee

Karen Kenney, COAC

Sarah Price, CBP

Sarah Price introduced the topic of IPR (intellectual property rights) enforcement. The IPR Subcommittee approved a Statement of Work in August 2011 setting forth an agenda which covers issues of facilitation, enforcement, deterrence, modernization, and partnerships. CBP looked into creating an ISA component of IPR, but since members of the IPR Subcommittee indicated that this may not be of as much interest to the trade, this option is not being pursued.

CBP and COAC are developing a concept for distribution chain management in which shipments will be accompanied by a unique identifier which will allow CBP to authenticate an entire shipment either prior to or immediately upon arrival. This will enable CBP to focus its resources on shipments of unknown risk of containing infringing goods.

Outreach to share the potential benefits of this program with industry is ongoing, since the results of a recent survey of Subcommittee members revealed a lack of understanding among some parties who did not participate in Subcommittee calls.

Karen Kenney stated that the IPR Subcommittee includes 20 members, who represent the interests of many different industries and stakeholders. The Subcommittee is working to develop and vet practical trade-focused concepts in the area of IPR enforcement. Under Commissioner Bersin’s leadership, the Subcommittee has found in CBP a real openness to new approaches to these challenges.

Ms. Kenney emphasized the importance of shared responsibility for creating solutions. For instance, freight forwarders and brokers can help educate small- and medium-sized enterprises, and rights holders can continuously provide CBP with up-to-date information.

Scott Childers presented nine recommendations from the IPR Enforcement Subcommittee.

1) Outline an IPR Partnership Program modeled on or as an adjunct to C-TPAT

2) Explore the idea of a distribution chain management serialization concept (a code or key passed through the supply chain as a way of validating authenticity)

3) Allow legitimate importers to voluntarily transmit IPR data to CBP in the cargo release data set (perhaps in a pilot program)

4) Establish a robust database for use by CBP and ATS, to be used for determining authenticity and improving targeting

5) Explore use of ISF-type data for improved targeting pre-arrival

6) Continue to use currently available methods and work with rights holders to identify product and package elements that can be shared without violating the Trade Secrets Act

7) Explore use of port-level microscopy analysis

8) Coordinate all CBP efforts and initiatives in the area of IPR with other government agencies

9) CBP should implement these recommendations as quickly as possible, in order to forestall implementations of potentially onerous regulations currently under discussion.

Ms. Price expressed CBP’s support for the Subcommittee’s recommendations.

Mr. Whalen outlined a few concerns with the recommendations. Is it appropriate to create a separate process around targeting and authentication which would impose costs on legitimate importers? Another issue is that CBP cannot share information related to the identifiers which rights holders themselves put on products with the rights holders. Perhaps a simpler solution is possible.

Mr. Gina suggested that perhaps rights holders could provide CBP upfront with all the serial numbers and other information needed to determine whether a shipment is legitimate. That way, CBP wouldn’t have to make a request for such information each time it stops a shipment.

Mr. Whalen replied that an IP rights holder needs to continually change its processes in order to prevent counterfeiters from replicating those processes. Requiring rights holders to inform CBP every time part of the process changes might be burdensome.

Commissioner Bersin thanked the COAC for its willingness to engage in candid discussion of a difficult issue. The Commissioner further requested that, by the next COAC meeting, the COAC should have recommendations on this issue to submit to Congress. In particular, the COAC should take a position on Senator Levin’s amendment to the National Defense Authorization Act. These issues must be resolved in order to give stakeholders a predictable environment in which to operate. 

Commissioner Bersin added that, if CBP is asked to identify legitimate shipments, care must be taken to avoid making CBP a party to the enforcement of civil obligations which are not its province.



Ms. Kenney commented that some members of the Subcommittee, such as members from the pharmaceutical industry, are not willing to share identifier information, which they see as trade secret information or as simply too burdensome to share. On the other hand, some rights holders would be willing to share information on a voluntary basis.

Mr. Childers agreed that the diversity of industries and of business models represented in the Subcommittee will necessitate a layered or suite approach.

Mr. Childers made a motion to approve the recommendations of the IPR Enforcement Subcommittee. Mr. Whalen seconded the motion. The COAC voted unanimously in favor of the motion.

Review, Discuss Next Steps, and Formulate Recommendations on the Anti-Dumping/Countervailing Duty Subcommittee

Matthew Fass, COAC

Michael Walsh, CBP

Matt Fass stated that the Anti-Dumping/Countervailing Duty (ADCVD) Subcommittee was created in the summer of 2011. The Subcommittee has worked to identify areas of the greatest concern and come up with fresh ideas to improve effectiveness and efficiency in ADCVD enforcement. One core issue is the retrospective nature of the current ADCVD system. The Subcommittee has worked diligently to understand this complex, technical issue, taking into account the variety of perspectives within the trade community. The resulting recommendation of the Subcommittee was:

In order to effectively and efficiently administer ADCVD laws and maximize revenue collection, CBP, along with other agencies such as Commerce and Treasury, should jointly design a prospective ADCVD system. Since legislation will be needed, CBP should consult relevant Congressional committees throughout the development process, so that future regulations will be workable. Given the amount of analysis which already exists on this topic, a framework should be established to facilitate both public comment and legislative activity in the next 12 months.

Mr. Fass continued by saying that CBP faces insurmountable collections and enforcement issues directly related to the current retrospective ADCVD system. In a retrospective system, where duties are not finally determined until long after entry, at a time when products have often been distributed or consumed, it is foreseeable that, in cases where final duties far exceed initial deposits, any agency will face difficult and costly obstacles to collecting those duties. Such a system creates great incentives for duty evasion.

Suggestions that the problems of the retrospective duty system can be addressed with new enforcement techniques are usually not accompanied with specific, realistic remedies. Although no system would be capable of perfectly eliminating bad actors, enforcement and duty collection problems are at the core of the current system. Mr. Fass added that the United States is the only country in the world with a retroactive ADCVD system. The experience of other countries shows that an effective prospective system is possible.

Also, moving to a prospective system would eliminate the need to maintain a separate entry structure for ADCVD cases. CBP incurs significant cost in its efforts to enforce the retrospective system; a prospective system would save money. Reallocating CBP’s resources to better target high-risk products and importers would allow more effective enforcement of other methods of duty circumvention.

Regardless of whether a prospective system is ultimately decided on, the ADCVD Subcommittee will remain ready to help address a wide range of collection and enforcement issues.


Michael Walsh said that the GAO (Government Accountability Office) has recommended consistently since 2008 that the retrospective system be eliminated and replaced with a prospective system. A trade remedy, such as ADCVD laws, depends for its effectiveness on actually collecting duties. Best practices from other countries can help inform the development of a prospective system.

Mr. Huber stated that, although he agreed that a prospective system would be easier to administer, more complex factors need to be considered to determine whether such a system would be fair. For that reason, Mr. Huber said he planned to abstain from voting on the recommendation.

Carol Hallett noted that the U.S. Chamber of Commerce has members on both sides of this issue. The steel industry in particular opposes the proposed prospective system. Ms. Hallett stated she would also abstain from voting.

Ted Sherman commented that the current recommendation focuses on the operational, administrative, and revenue-collection aspects of this issue. Broader macroeconomic issues around fairness to different industries are not addressed by the recommendation.

Mr. Fass responded that, although it is not within the Subcommittee’s purview to engage in detailed analysis of the policy issues involved, the Subcommittee did attempt to understand the problem in the broadest possible context. The problems with the current retrospective system are important enough to justify the recommendation of a prospective one.

AnnMarie Highsmith, CBP Counsel, clarified that COAC members do not sit as representatives of their respective organizations; members speak from their personal expertise.

Mary Ann Comstock made a motion to approve the recommendations of the ADCVD Subcommittee. Mr. Ford seconded the motion. The COAC voted in favor of the motion, with zero votes in opposition and two abstentions by Mr. Huber and Ms. Hallett.

Update on the Work of the Trade Facilitation Subcommittee

Michael Ford, COAC

Cindy Allen, Steve Hilsen, and Brenda Smith, CBP

Mr. Whalen said he was pleased with the progress made in the past year, making some new ideas reality. The new Frequently Asked Questions is a good first step towards promoting understanding of the Account Executive Program and the Industry Integration Centers, formerly known as Centers for Excellence. Integrating small- and medium-sized enterprises in the Centers is another challenge.
The need to learn from the two Centers which already exist should be balanced with the need to work with other industries in new Centers. Dialogue should start now about how to engage with each industry’s individual issues.

The Subcommittee has identified several specific benefits of these programs. Industry can gain predictability, certainty, and consistency on important everyday issues.

Mr. Phillips outlined the work which has been done on the admissibility piece of the simplified entry pilot program. The first shipments in the admissibility piece will begin in January 2012, via air. The Subcommittee suggests that a timeline be created to include other modes of transportation, as well as entry summary simplification. 

Commissioner Bersin remarked that it is necessary to proceed with all the pieces in place, without running ahead of the agency’s capability.

Brenda Smith noted that the COAC originally introduced the concept of Centers of Excellence to CBP, in order to promote a more, uniform, centralized approach, and provide a resource for the trade.

There are currently two active Centers: one in New York focused on pharmaceuticals, chemicals, and medical devices, and one in Los Angeles focused on electronics, including consumer electronics, and information technology. A large trade association has offered to establish industry working groups to help CBP understand the nature of various industries and challenges posed by them. 
Steve Hilsen discussed the simplified entry pilot program. Forty trade entities applied to participate in the pilot, and eight were selected, all entry filers. Other types of stakeholders, such as software vendors and importers, will be kept informed of the progress of the pilot.

The current participants are: Federal Express, Expeditors International, UPS, AN Deringer, Kuehne and Nagel, Livingston International, the Janel Group, and Page and Jones, Inc. This includes larger filers, medium-sized, and smaller filers. Importers associated with these brokers who wish to participate and have entries filed through this process are: Nike, New Balance, GE Energy, Ford, Boeing, Lear, and Chrysler.

By the end of January, systems testing and the first simplified entry filing should be done. Also, sixty to ninety days after the deployment of M1, a pilot in the ocean mode is planned. CBP is working on integrating its efforts with those of other government agencies.

Another current project is the consolidated summary. In January, CBP plans to discuss with trade the issue of what a consolidated summary would look like. The intent is to study the technical and regulatory requirements of such a summary in detail. 

Cindy Allen discussed the automation aspect of simplified entry. CBP worked to identify the business requirements and process flows for cargo release which could be supported by a simplified entry project. The PG record set will be hooked to simplified entry, which will allow other government agencies to receive data, and allow trade to transmit data via the PG record set to CBP.

The current pilot will eventually be expanded to sea and rail carriers; in the truck mode, CBP must take into account the need to avoid conflict with existing expedited release programs. The approach being taken is called iterative development: building smaller chunks to be rolled out one by one as the project moves forward. This small pilot could possibly be expanded to meet further cargo release goals, by incorporating different types of shipments. CBP still needs to work through the DHS approval process. This project is not just a pilot, but a National Customs Automation Program (NCAP) test.




Ms. Vatier asked how the cargo release and simplified entry process ties into the carrier manifest process. Ms. Allen replied that CBP was able to eliminate many instances in which data was transmitted repetitively. Basically, CBP will receive either an ACAS or manifest filing and the simplified entry filing, match them up using the House bill, and then make a release decision. The process will allow release status messages to be sent much earlier, and shipment information may be updated up until the actual release of the freight.



Mr. Huber praised CBP for their accomplishments in this area, and said that this work must continue in the future.

Update on the Work of the Automated Commercial Environment (ACE)
Jeffrey Whalen, COAC

Cindy Allen, CBP
Ms. Allen announced that there are currently two carriers, one rail carrier and one ocean carrier, testing in the M1 environment. CBP has three pilot ports (Baltimore, Brownsville, and Buffalo) where officers process all shipments for sea and rail manifest in the ACE environment.

The current pilot will be extended to two additional rail carriers and three additional ocean carriers in the December 2011-January 2012 period. CBP has been working hard to get this project past the pilot phase and into development. The program is expected to go through operational readiness review, that is, formal acceptance by CBP, in early March. After that, it will take about six months to turn off the old ACS system.


CBP has been working with the World Shipping Council and other trade associations to ensure that trade is informed of and prepared for the transition. Ms. Allen also thanked NCBFAA and AAEI (American Association of Exporters and Importers) for their support in helping to attract trade participants.

In regards to the entry summary, for the past several months, 2 to 3 percent of entry summaries which can be transmitted in ACE have been compared to less than or around 1 percent in the past. This is a 200 percent increase in three months.

Work on an automated export manifest is beginning, and may be completed in the next few years. CBP has participated in the DHS National Export Initiative Private Sector Council, working to promote a single-window concept for import and export data for all relevant government agencies.

Mr. Ford commented that ITDS (the International Trade Data System) is a critical vehicle for this work, when it comes to sharing data among agencies. Ms. Allen added that CBP is working on interoperability, which is one of the three ITDS initiatives. The policy side of this effort needs to be in place.

Review, Discuss Next Steps, and Formulate Recommendations on the One U.S. Government at the Border Subcommittee

Ted Sherman, COAC

Valarie Neuhart, CBP
Ted Sherman reminded the group that the One U.S. Government at the Border Subcommittee was formed to look at the entire import process, from the first permits to post-entry work. The Subcommittee will look for opportunities to increase efficiency for trade and government.

The Subcommittee will offer the assistance of the trade to the agencies in the BIEC (Border Interagency Executive Council). A series of calls have been held with these agencies, starting with the ATF and EPA. These calls are intended to figure out how agencies collect and use data, which forms could be submitted electronically, and what policy, operational, and regulatory hurdles exist which could slow down efforts to bring about a single platform.

The ATF call revealed that one particular form is required by regulations to be hard copy. Again, with EPA, regulations mandate the Notice of Arrival form be hard-copy. ATF is developing its own electronic forms system.


The Subcommittee will continue dialogue with these agencies about partnership programs. What would it mean for other agencies to know that an entity has been given trusted shipper status by CBP? Would that knowledge change the amount or type of information required from that entity?

Valarie Neuhart stated that the BIEC participating agencies were very appreciative of the discussions held with the Subcommittee. They recognized the potential need to make regulatory changes to improve efficiency. The EPA requested that a joint CBP/EPA visit be made to a trade brokerage firm, so that the agencies can gain understanding of their operational impact on the trade.

Mr. Skud described CBP as the ITDS hub for the government. Ms. Allen will work to plug the ITDS functionality into the CBP system, and then make it possible for other agencies to plug into ITDS.

Mr. Phillips noted that the Trade Support Network (TSN) has an ITDS Committee which works on these issues.

Commissioner Bersin commented that the COAC and trade can act as a catalyst to inspire agencies to get involved in this effort.

Public Comment
Mike Mullen of the Express Association of America thanked Commissioner Bersin and Mr. Skud for the recent Notice of Proposed Rulemaking which raised the informal entry level and eliminated exceptions to informal entry. This is a real step forward for trade facilitation, which will benefit small- and medium-sized companies particularly.

Mr. Mullen also expressed his appreciation for CBP’s role convincing the EU to consider a more rational approach to the subject of air cargo security, and to get more facts before writing regulations.

Wendy Martin submitted a comment via webinar. Ms. Martin asked why the COAC isn’t working through TSN on portal recommendations instead of having multiple groups. Ms. Allen replied that CBP does work with TSN, generally soliciting their feedback with any automation issues. Work on the C-TPAT and ACE portals, which are separate, will be run past the appropriate TSN subcommittee.

Ms. O’Connell added that some COAC members are TSN members as well. Ms. O’Connell’s office takes an overall perspective, making sure that the expertise available is used effectively.

James May also submitted a comment via webinar. Mr. May asked whether trade participants will need to reprogram their AMS CAMIR maps for the M1 deployment. Ms. Allen replied that they will. Sea and rail manifest participants should go to CBP’s website and look at the new CAMIR documents for ACE, which outline what participants need to do to change their systems. By about September, sea and rail participants must participate in ACE, not ACS. According to the feedback received by CBP, the changes needed do not create a large burden.

Commissioner Bersin announced that, during the meeting, President Obama and Prime Minister Harper of Canada formally announced an action plan in connection with their February Beyond the Border statement. This plan is quite significant in terms of revitalizing the Canada/U.S. border, the longest unmilitarized border in history.

The Beyond the Border plan will be a terrific complement to the 21st Century Border Declaration between the U.S. and Mexico. Ultimately, CBP’s vision is that a truck may be loaded in Ontario and unloaded in Guanajuato without having stopped at either border, while still being fully secure and risk-assessed. 

Commissioner Bersin took his leave and passed the meeting to Assistant Commissioner David Aguilar.

Update on the Work of the Bond Subcommittee

Colleen Clarke, COAC

Kara Welty, CBP

Colleen Clarke stated that the U.S. Customs surety bonds system is essential to the success of Customs commercial operations. It is the gold standard system, which allows CBP to immediately release goods to meet the needs of commerce while separating and postponing final decision-making on revenue, non-revenue and admissibility issues.

COAC, recognizing the recent significant changes and challenges to the bond system, reinstated its Bond Subcommittee (originally created in 2005) in 2011. The Subcommittee has members from different areas of trade, including surety agents, surety associations, attorneys; customs house brokers, and importers. 

The trade has a number of questions regarding the new CBP 301 bond form, which will be required for use on January 1st, 2012. These questions have been drafted and will be submitted to government soon.

There is currently no uniform policy for the proper execution of single transaction bonds. In order to prevent the problems associated with lack of uniformity in the future, the Subcommittee is compiling guidelines for the proper execution of the form. These guidelines will be done by December 19th, depending on the answers to the aforementioned questions.

Second, the Subcommittee will consult with CBP on the centralization of single transaction bonds. Based on the DHS Inspector General’s report from the summer, CBP is required to appoint a centralized office responsible for single transaction bonds by May 15th, 2012. The Subcommittee believes that the Revenue Division in Indianapolis would be a logical place for this office, since it is already an unofficial Center of Excellence and Expertise for continuous bonds.

However, the Subcommittee is concerned that any centralized office have sufficient staff to review the extraordinary volume of single transaction bonds, thought to be more than 750,000 per year. The centralized office must also be open 24/7. The Bond Subcommittee is available to share its expertise on bond-related matters with other COAC Subcommittees.

Kara Welty stated that the first priority was to establish the goals for the new Subcommittee. Ms. Welty’s office will take suggestions from the Subcommittee and coordinate with other CBP offices.

Update on the Work of the Role of the Broker: a Broker Revision Project

Jeff Coppersmith and Karen Lobdell, COAC

Elena Ryan, CBP

Jeff Coppersmith stated that the Broker Subcommittee submitted its report at the October meeting, and the report was approved. The Subcommittee is now working on several of its recommendations.

First, how can brokers act as a force multiplier to help CBP? On November 15th and 16th, a Regulatory Revision Work Group meeting was held to discuss how brokers can help with ISA pre-certification.

Ms. Lobdell said that work on the ISA pre-certification project is ongoing. It is important to involve all the appropriate stakeholders. In particular, brokers are not all the same; brokers can fill many different roles, and those different viewpoints should be taken into consideration as the ISA project and other parts of the Broker Revision Project go forward.

Mr. Coppersmith added that ACE is relevant to the Broker Revision Project as well. Now is the time to migrate to ACE, and more companies are beginning to do so. The Subcommittee is determined to help ACE live up to its potential. 

Another Subcommittee recommendation concerned continuing education for brokers. Federico Zuniga, the National Education Chairman of NCBFAA, has met with CBP to determine how continuing education can be offered, as well as how to keep records of it.

Elena Ryan noted that people from several parts of CBP participated in the November Work Group meeting. Among other things, the meeting explored what it means to be an accredited broker capable of conducting ISA pre-certification. A robust training program for those brokers is needed. A broker/CBP Memorandum of Understanding is under development. 

Some questions remain. For instance, what happens to this role of the broker after the client becomes part of ISA? Can outside experts on the import process be part of this project? Can more benefits be extended to ISA members? 

Another meeting is planned for January 2012. CBP is conducting internal discussions to develop its position. After that, CBP will go back to the Working Group, and expand that group to include other trade associations.

Ms. Neal commented that the Work Group should include input from importers as well as brokers. When will other entities be brought in? Ms. Ryan replied that by the end of January, CBP’s internal process will be complete.

Mr. Huber added that Mr. Zuniga intends to expand the education group within NCBFAA to include importers and other members of the trade.

Public Comment

Federico “Kiko” Zuniga spoke on the subject of continuing education for brokers. Knowledge is strength, he said, and education will help brokers get things right the first time. This will lead to better compliance rates for CBP and more acceptances of requests made by brokers. 

In the coming year, NCBFAA will conduct an initiative to train brokers across the country on how to use the ACE Portal and help brokers overcome any problems that arise.

Closing Comments
Mr. Aguilar expressed his appreciation for the energetic, dynamic nature of the relationship which has been built between CBP and trade. Mr. Aguilar reviewed the work of COAC in 2011. 2012 should involve more hard work and an even better relationship. The work being done here will impact not only business and government, but the country as a whole. Finally, there cannot be security without facilitation, just as there cannot be facilitation without security.

The next COAC meeting will be sometime in February.

Adjournment
The meeting was adjourned at 4:58 p.m.

