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Role of the Broker Subcommittee

The Role of the Broker Trade Transformation Initiative
August 2012
CURRENT STATUS 
The subcommittee has held four conference calls since the May 2012 meeting. In those calls, CBP has provided updates on the progress of the regulatory package to rewrite major sections of 19 CFR Part 111 (the customs broker regulations), the Importer Self-Assessment Pre-Certification (ISAPC) project, the rework of CBP Form 5106 (Importer ID), and CBP rulings on cargo residue. 

ROLE OF THE BROKER TRADE TRANSFORMATION INITIATIVE
There are four key elements of this trade transformation initiative:

· Overhaul of the regulations contained in 19 CFR Part 111;
· Automation of the broker exam application and potential changes to the scheduling of the exam;
· Transforming the broker licensing process to incorporate a more efficient background investigation process and automate application and payment processes;

· Pre-certify qualified brokers to assess clients’ readiness and eligibility to participate in CBP’s Importer Self-Assessment (ISA) program.

BACKGROUND

The Regulatory Revision Workgroup was established in 2011 by CBP, in partnership with the National Customs Brokers and Forwarders Association of America (NCBFAA), to work collaboratively to develop solutions to meet the challenges of 21st Century commerce as it relates to brokers’ vital role. Additionally, the COAC Role of the Broker subcommittee submitted a position paper in October 2011 outlining 17 recommendations for CBP to consider. Among these recommendations was a statement that CBP should recognize the broker’s role as a communicator and force multiplier to increase compliance, especially for small- and medium-sized importers. 

Regulatory Overhaul

Potential amendments to the Part 111 regulations are intended to address such challenges as—
· Increasing the professionalism of the broker community;

· Outdated definitions and factors that are no longer relevant to current operating practices;

· Identity theft/shell importers of record.
Proposed amendments to regulations would ideally—

· Clarify brokers’ responsibilities related to importer validation;
· Provide greater visibility with importers;
· Modernize regulations to align with current trade practices;
· “Professionalize” the customs broker including, for public consideration, a continuing broker education requirement.
Since May 2012, CBP has conducted five webinars that have outlined the Part 111 changes and discussed establishing bona fides, broker permitting, impacts to business practices, and the development of regulatory alternatives. Webinars have averaged approximately 400 participants. CBP conducts informal polling during the webinars to take the pulse of the audience and answers questions received in real time. The webinar recordings, transcripts, polling results, and Q&A documents are all posted on the CBP website on the Trade Transformation page (http://www.cbp.gov/xp/cgov/trade/trade_transformation/broker_role/).

CBP is conducting roundtables with local broker associations throughout the summer of 2012. To date, CBP has held 10 roundtables and has an additional 18 slated through the end of September. During the roundtables, CBP asks participants questions covering three primary areas of interest— 

Continuing education

Should licensed customs brokers have a continuing education requirement to ensure they are current on the latest customs issues, regulations, and technology changes? What types of courses would provide customs brokers the best value and greatest professional enhancement? Other than traditional coursework, what other types of activities would you consider “educational”? How would small brokerages or importers with a sole broker on staff be affected by a continuing education requirement? 

Bona fides

How can the customs broker enhance their relationships with their importers, particularly those importers who represent the greatest compliance risk for CBP (e.g., one-time importers and unknown importers)? How do you establish bona fides with your customers to ensure secure and compliant importations? How can CBP help you with the establishment of bona fides for your clients? 

Broker permit pilot

CBP is exploring ways to better align the Part 111 regulations with modern business practices. As part of this effort, we would like to consider restructuring local permitting requirements to allow brokers to not have to host a local permit qualifier in every port in which they operate. Brokers who chose to take advantage of these more lenient requirements would have to demonstrate to CBP that they have a strong corporate plan to exercise responsible supervision and control over their customs business conducted in ports without a permit qualifier. If CBP were to pilot test a program that would change local permitting requirements, would your members support this concept? How would small brokerages or importers with a sole broker on staff be affected?
CBP has received vital feedback over the course of these roundtable discussions. CBP will summarize and present this feedback in our October 4th webinar once this particular phase of outreach is complete.

Finally, CBP has conducted conference call roundtables with several industry groups upon request, including the Customs Automotive Round Table (CART) and the Pacific Coast Council (PCC). 
Through this co-creation effort with the trade, CBP will begin drafting proposed regulatory changes and the economic impact analysis that is required for the regulatory changes to Part 111.

ISA Pre-certification Pilot
CBP will launch a pilot test of the Importer Self-Assessment Pre-Certification Program—or ISAPC—that will allow CBP-certified customs brokers to screen and vet applicants to CBP’s ISA program. With ISAPC, eligible ISA applicants will be approved for the program in 90 to 120 days rather than 9 to 18 months. 

CBP is drafting a Federal Register Notice to announce the program in full detail, but CBP’s initial program requirements for an applicant will likely—
· Be C-TPAT-certified for at least 3 years;

· Operate as a licensed customs broker representing importers as a filer (under the licensed broker’s filer code) for at least 5 years;

· Maintain written internal control procedures designed to ensure compliance with CBP-related activities;

· Have a history of compliance with CBP (i.e., no substantial penalties).

Following the pilot, CBP will evaluate the success of the program and make adjustments as necessary. At that time, CBP would also like to re-examine the exclusion of non entry-filing participants in the program and explore the possibility of certifying other customs professionals, such as consultants and academics.
Broker Exam
On February 13, 2012, CBP launched the automation of the broker exam application process. Approximately 1,500 applicants used the new website and submitted their $200 refundable fee through Pay.gov for the April exam. This automation led to a much easier process for applicants who did not have to travel to the port offices to submit paperwork and their payment checks and it also led to much less administrative burden for CBP personnel.
Broker Licensing
CBP is rolling out a streamlined broker licensing process that leverages technology in innovative ways. We expect the redesigned process to reduce processing time from 9 to 12 months to 3 months, saving both applicants and CBP port personnel time and burden. A pilot test was launched in May 2011 at JFK and O’Hare Airports. CBP will roll out an additional 12 sites by the end of FY2012: Philadelphia, Atlanta, Laredo, Seattle, Otay Mesa, Long Beach, Houston, Dallas, San Francisco, Boston, Nogales, and Cleveland. These sites will be able to accept both individual and corporate license applications.  
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