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Issue: The following information outlines U.S. Customs and Border Protection (CBP) efforts to efficiently and effectively regulate instruments of international traffic (IIT) that may or may not contain residual cargo.
Summary:
· In 2009, CBP issued HQ ruling H026715 concerning the treatment of IIT containing residual cargo entering the United States.

· Under ruling H026715, IIT containing residual cargo must be manifested and entered.
Current Status:
· The Office of International Trade, Regulations and Rulings (RR) is developing a Federal Register Notice (FRN) to be published in the upcoming months, and will allow for a comment period of not less than 30 days.

· The trade community is still expected to comply with the mandatory September 29, 2012 Automated Commercial Environment (ACE) deployment date for vessel and rail advance electronic cargo information.  The test of manifesting and entry of residue in IIT is separate and apart from the ACE deployment.

· Current FAQs on the residue issue, which appear on the CBP website and the announced enforcement date of December 28, 2012, for all residue shipments, will be rescinded.  Compliance issues will be addressed in the FRN announcing the test.  The Office of Field Operations, Manifest and Conveyance Security Division (MCSD) and , RR plan to update the published FAQs, following the release of the FRN and commentary period, to reflect proposed processes and procedures. 
Moving Forward:
· MCSD is planning to conduct a pre-FRN assessment to help CBP gauge the amount of residual cargo currently not being reported by rail and truck carriers along the Northern and Southern borders.  The results of the “controlled” examinations, using large scale non-intrusive inspection equipment, will be compared against the manifests submitted by the rail and truck carriers, and then shared with the trade to help clarify CBP standards on properly reporting and entering IIT containing residue.
· On August 15, 2012, RR will attend the upcoming COAC meeting in Seattle, Washington, where air cargo security, land border initiatives, and IIT residue reporting requirements will be discussed.
Background:
· CBP has held many meetings with important trade stakeholders to discuss the operational impact of this ruling, and to use their feedback to assist with the development of an implementation plan, proposed by RR, that will result in the least disruption to all affected entities.

· On June 26, 2012, the MCSD and RR held a conference call with various trade stakeholders to propose a “test” (pilot), as outlined in 19 CFR 101.9, which would provide new procedures and guidance on how to manifest IIT that may or may not contain residual cargo and provide entry procedures as necessary.  Under this proposal, CBP will publish a FRN addressing:  participant eligibility; manifest threshold limit  requirements by mode; reporting of user fees; record keeping responsibilities; three new manifesting categories; and entry requirements for residue.  The pilot would introduce the following conditions for IIT:

· “IIT Empty/Clean” signifies that the IIT has been cleaned, and, therefore would be allowed to enter the United States under current processes for empty IIT;
· “IIT Empty/Residue – No Commercial Value” signifies that the residue contained inside the IIT will either be cleaned with the residue destroyed or refilled without cleaning for export.  CBP would accept the carrier as the IOR, which will allow for a release under Section 321 (19 U.S.C. § 1321) informal entry; and,
· “IIT Empty/Residue – Commercial Value” signifies that the residue contained inside the IIT has value and an informal (including a Section 321 informal entry), or formal entry, based on the value, will be required.  CBP will accept the carrier as the IOR, who will serve as the default importer for the entry unless another owner can be identified.
· On June 27, 2012, CBP disseminated copies of the “test” (pilot) proposal to the trade community for comment to be considered in the forthcoming FRN.
· On July 24, 2012, MCSD participated at the Customs Electronic System Action Committee (CESAC) conference to present CBP’s “test” (pilot) proposal.
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