List of Questions from the Role of the Broker Webinar

Understanding Impacts to Business Processes 

July 26, 2012

Note: Participant names have been removed to protect privacy. Questions have been modified to remove typos, correct spelling and punctuation, and call out acronyms.
Substantive questions and comments are presented here for the public to view without CBP response. This document may be used to create an FAQ list. 
Questions containing inappropriate content are not reproduced here.

CBP responded to some of these questions during the webinar. Those questions are denoted with a *
See the full webinar recording here: http://cbp.gov/xp/cgov/trade/trade_transformation/broker_role/brokerregs.xml
Webinar technical issues
My volume is up all the way on the computer, but nothing is coming through. 

I can hear but I’m getting a lot of audio feedback. 

Why is the audio garbled?
Make sure that the volume is turned up on your computer and that the mute button is not engaged. If this still does not work, use the call-in number. Make sure you mute your computer when you are on the phone or you will experience a lot of feedback. We have only 125 telephone ports and upwards of 500 participants, so please call in only if your sound is not working on your computer. Regrettably, if the audio is garbled, this is probably an issue with the speakers on your computer or your internet connection, and CBP is unable to fix this problem from our end.

Can the listeners ask verbal questions?

Not during these large webinars. We will have hundreds of participants in these webinars and only have 125 telephone ports. We must keep those on the telephone on mute or else the background noise (typing, talking, phone ringing, hold music) overwhelms the webinar. Please ask your questions and make your comments using the question function on the webinar. 

Will the slides be posted to website? 
What part of the website will this be posted to? 
Will this be rebroadcast? 
Where can I find the first webinar?
Will there be a Q&A format on the website on this?
Is it possible to get a copy of the closed caption text at a later date?

You can find all webinar recordings and supporting documents under the Trade Transformation part of our website:

http://www.cbp.gov/xp/cgov/trade/trade_transformation/broker_role/brokerregs.xml 
Can you please give us the email address where to send you the request for the Trade Updates link?

Here is the link to subscribe to Trade Updates: https://public.govdelivery.com/accounts/USDHSCBP/subscriber/new?category_id=USDHSCBP_TO 
Please send comments, questions, and requests regarding the webinars and the Role of the Broker Trade Transformation Initiative to RoleoftheBroker@cbp.dhs.gov
Should I be able to see questions as others are sending them in? I can see names of others typing but cannot see their questions.

For this webinar, CBP hid the questions because they are overly distracting for both the viewers and the host and because we would like to protect participant anonymity. Additionally, some content was not appropriate for viewing. We are summarizing the substantive questions in subsequent sections of this document.

Webinar polls

I’m curious to know how many people on the call are brokers working directly for importers, consultants, or brokers working for brokerage companies. Can you do a poll?

This was an excellent suggestion from a June 7th webinar. CBP conducted a poll during that webinar to get a “snapshot” of the participants, and has continued this poll question in subsequent webinars. Note that there were approximately 200 participants in the July 26th webinar.
	Responses
	Description

	27
	Broker that works for a customs brokerage and is neither owner or permit holder

	17
	Broker that is not the owner but holds the permit for a customs brokerage

	15
	Broker that is employed by an importer

	12
	Importer

	6
	Broker that owns a customs broker operation

	6
	CBP Employee

	5
	Broker that is none of the above

	5
	Other

	3
	Employee of a broker

	1
	Broker that is employed by a consulting company

	1
	Broker that is employed by a customs broker but is implanted in an importer’s office

	0
	Freight Forwarder

	0
	Other Government Employee

	0
	Broker that is an independent consultant

	98
	Total responses


Disclaimer: CBP conducted a non-scientific user poll. Results are not statistically valid and cannot be assumed to reflect the views of all webinar participants as a group or the general population.

Full polling results for all questions asked during the webinar can be found on our website at: http://www.cbp.gov/xp/cgov/trade/trade_transformation/broker_role/brokerregs.xml 
Customs Business and Accepted Scope of Authority

* Would a customs expert from one division be able to respond to inquiries (CF28, etc.) for another division?
From the webinar transcript (starting at 15:44:06:10):
>> It’s hard to answer that categorically. First of all if it’s...when you use the term “division” it’s not clear what the corporate structure is. So if it’s...if it’s one corporate entity but just a couple of divisions within it, even under the current definition of corporate compliance activity, would fall within that exception.

On the other hand if it were a separately incorporated...if the two entities here were in separately incorporated entities—a parent company and subsidiary, for example—under the current system the answer would be no. That customs expert could not respond to inquiries like the CF 28 from another...from a subsidiary. Under our proposal that customs expert would be able to.
>> So it would be a more direct relationship with Customs is what you’re saying? That the subsidiary would respond directly through the CF 28 back to Customs rather than sending it through corporate structure?

>> That’s how it exists today. Home Depot is one corporate structure. We own another company that does importing as a separate legal entity that imports. They’re both controlled basically under the same corporate compliance governance guidelines that we’ve established. I cannot respond to the CF 28 for the other company. They have to respond or an employee has to respond on their behalf. Even though the information that may be relevant to the 28 or 29 or docket or whatever we’re filing may be knowledgeable here, it has to be responded from that corporation. What we’re saying is as a corporate, I control the entity. Their programs and procedures are governed by ours, we would like the ability to respond to that 28 rather than having them fill it completed, send it to us for review to make sure it’s in line with our guidelines on how to respond to customs in the proper form and answer the question properly. We would prefer to bring in the here. We also track how many 28s our companies are getting from different ports and what kinds of issues we’re seeing to be able to respond to that and sign the document. Basically to sign up for Home Depot any document that comes across or somebody on my team is. This other entity I have to oversee them, and then they have to sign the document. So that’s more in line of what we would like to see.

>> If I could just add to that. What we would envision is that either entity could respond depending on where the compliance personnel were located.

>> And who has the information…
>> Right now it’s forced to come from the subsidiary which may or may not have any compliance personnel, and so it may be that Kevin tells this person how to fill it out and sign it even though that person has no real understanding of what he or she is signing. And we’re saying, does that make sense? Let the companies decide who’s going to respond with whoever has the greatest amount of knowledge and understanding of the rules. As long as it’s within that corporate umbrella.

>> Very good. So...but I assume there would be some sort of internal corporate processes that would...so that you don’t have a subsidiary going haywire responding with the 28s responding in a way the corporate entity wouldn’t want. You don’t have a rogue subsidiary, for lack of a better term. You would need to structure something, that information flow, both between you and the subsidiary and you all and customs is clear.

>> That would be part of the obligation of the importer.

* Do you envision that the party signing (corporate office of a separately incorporated company) bind that legal entity in whose name they are responding?
From the webinar transcript (starting at 46:16):
>> And the answer is yes. I mean that goes with...we think, goes...that’s the obligation that goes with the responsibility or the authorization.
Additional questions/comments received

What happens when your off-site broker questions and/or disagrees with the HTS [Harmonized Tariff Schedule] you have provided?
Are you saying that post entry can only be done at the corporate level of the brokerage companies?
Will you be looking at having LCB [Licensed Customs Broker] at all Importers?
Has the definition of customs business actually changed to include compliance activity?
Just a comment—we support the comments on Corporate Compliance and Customs Business. This is key as mentioned when the parent company actively remains involved in compliance as part of an “effective” compliance program! Thank you for bringing this topic up for discussion.
Broker Retention and Education Requirements

* Would you start requiring importers to employ a LCHB [Licensed Customhouse Broker]?
From the webinar transcript (starting at 15:53:36:11):
>> We aren’t looking to require importers to employ a licensed customs house broker. Obviously we support the brokerage community and think it’s within your best interest but I don’t believe...I’m going to turn to a lawyer even though you’re not a Customs employee. Would that be within the statute or would we be allowed to require importers to employ licensed customs house broker. Is that statutorily protected?

>> I must say I’ve not thought of that before so I’m not sure what the answer is.

>> We’re not sure what the answer is, but from a policy standpoint CBP isn’t looking to do that. We wouldn’t put a requirement on you to have a licensed customhouse broker.
>> It’s an intriguing question and I think at this point it’s really a business decision as to how much you want to promote having licensed brokers on staff, and those of us who do that really do it to ensure reasonable care and an orderly functioning of the business and having a high level of expertise on our teams, but I don’t know how you would administer it. It would be difficult to administer having a licensed broker at every importer. That would be...I don’t know how you would do that.

>> I don’t know how you would do that, either. We have 800,000 importers in terms of...importers of record. Obviously that’s not as many companies as 800,000 but, again, I think that would be administratively very difficult if it were possible under the statute.
* I understand the concept of continuing education, but what about education training to become a broker? There [aren’t] many resources available for that.
From the webinar transcript (starting at 15:55:30:12):
>> This is something else we have been wrestling with, Ted, I’ll let you chime in here, too. In COAC [Advisory Committee on Commercial Operations of Customs and Border Protection] as well, there really isn’t...there really isn’t an education piece to becoming a broker. The only requirements are…there’s really only three: you have to be over 18, you have to be a U.S. citizen, and you can’t work for the federal government. But other than that, there really isn’t much more. That said, the examination is certainly not a “wander in off the street and sit down and take” it kind of proposition. It requires a great deal, as you all know, a great deal of studying, a great deal of education, many folks take preparatory courses. We’ve certainly been looking as an agency at perhaps better education opportunities for international trade, not just brokerage services but all sorts of international trade activities, to look at better preparing folks to become licensed customs brokers through education. But at this point we don’t have any training requirements to become a broker. We only have those three. Again, this is Elena Ryan speaking personally, I would have difficulty excluding folks from taking the exam, say, if they didn’t have a high school diploma or GED equivalent, or bachelor’s degree, or master’s degree. I certainly understand that would be...that would certainly raise the level of professionalism within the community but I do want to be careful about shutting that down for brokers. I think that would be restrictive and I’m not sure how much support we’d have in the brokerage community for that. Please chime in, brokerage community, if you have some thoughts on that.

>> This is Ted. To your point, this is something that COAC has discussed and there have been some real champions within COAC and the trade community and Customs of the idea that something should be done in the, maybe, higher education system in the US to promote awareness of trade compliance and how all of this stuff actually works because there are many curricula that focus on supply chain and they don’t touch, really, at all—or very little—on trade compliance, and as all of us on this call know, things like duties can be a tremendous component of the landed costs, of imported goods. The process is very complex and it’s a little odd that in this country we haven’t developed some type of curriculum that focuses on this. And I know other countries have. In regard to the broker exam itself, there’s a whole industry of companies that help...that prepare individuals to take the broker exam. Some people use that, some people go it on their own. Of course in all this having the number of license brokers in this country, the broker exam itself is a real limiter because as we know from the last one, it’s very difficult to pass and some people have to take multiple runs at it. So right there it’s a real limiter in terms of the number of brokers. In general I think it’s good because it’s a test of your knowledge and how well you can navigate this complex material.
* I do wonder if the speakers see that the rewrite will change the broker importer relationship?
From the webinar transcript (starting at 15:49:53:21):
>> Sure, I think that’s absolutely implied in something like the bona fides discussion. And I think that from our perspective, it’s just ensuring that that’s done in a smart way. As both Dick and Kevin talked about, for example, an entity’s trusted trader status should be taken into account when we’re looking at bona fides and establishing identities. So yeah, absolutely, implied in many of these points is a change in that relationship, but we think there’s a way to do it smoothly, in a way that doesn’t create administrative burden where it’s not necessary. But I think throughout this that, that is implied and we understand that.

>> It’s always this elephant in the room with the broker/importer relationship but I think for the folks here at the table it means something fairly straightforward; where I think we get into things that are a little more difficult for us to wrap our hands around both from a...an operational standpoint and from an enforcement perspective is what do you do about foreign importers of record, where face to face relationships are not possible, where...we’ve said this in the bona fides webinar, we’ve said this in our roundtables, we simply aren’t eliminating importers of record, that just would never happen. But at the same time it really does...it’s two different worlds where you’re dealing with domestic importers versus foreign importers of record; the relationship is just much different. So we are considering that. I don’t know if anybody here at the table wants to speak to that since you’re not foreign importers of record. Are any of your subsidiaries?
>> No.

>> So...oh, to be ISA [Importer Self-Assessment Program], yeah you have to be here. So...

>> Well, I would just note, this is not a backend comment, but I make the observation that the regulations...the Customs regulations already have additional requirements for qualifying as...for foreign principles to act as importer of record so it’s not...it would not be unusual to have additional requirements to sort of have more security that the entity is who it says it is and would have the resources to meet its obligations.

Additional questions/comments received

D&B [Dun & Bradstreet] are very inaccurate...some of the information can be years old

For me, the opportunity to become a broker supersedes gaining that bachelor’s degree and offers me an opportunity to be an expert in my field MINUS that college bachelor’s degree...I would be heartbroken if CBP mandated a level of college education as a broker requirement!
Bona Fides

* When you change brokers, what document would you be willing to give to the new broker?
From the webinar transcript (starting at 16:04:28:13):
>> In our case, we don’t change brokers often and our brokers are under contract with us. There’s a rigorous process before what we call “on board” a new broker. Face-to-face relationships, there’s typically a presentation, we meet the staff that’s going to be doing our business—but there’s a set contract, we give them a power of attorney. We are willing to give our Dun & Bradstreet number out so they can check who we are, but there’s a face to face. But we also have that signed agreements which is very...which dictates specifically how the arrangements are going to work between us and our brokers, almost down to what we call the ‘statement of work,’ which says this is the information we’ll provide you, and this is how you’re going to process it. Because we do everything from the purchase order to the shipping notifications we’re sending to our broker. We try to go from a paper-based system to a very automated system, so there’s very little paper that goes back and forth—even the Customs entry packages that come back are electronic to us and we maintain them electronically. But we also maintain regular standing relationships. We have regular business reviews, we have regular meetings on operations, we’re calling once a week to say how’s the business going, are there any challenges? There’s a lot of direct communication. But if they wanted to ask for a specific document, we’d have a Dun & Bradstreet number. Most brokers I believe require a credit application if their extending credit to their customer base—but it’s also knowing who’s signing it. Who signed the power of attorney—do they have authority to sign the power of attorney? In our case if somebody would ask—I need to sign the Power of Attorney—but if they asked properly “do you have designation?” and I have to have designation because—I am not an officer of the company—but I have designation to sign a set—a limited set of documents, and if the broker ask I’ll give my designation that says my senior vice president says—who is an officer—states that I’m viable to sign this and these are the documents that I can sign. And I keep that in case somebody asks because sometimes my boss asks. But it’s almost what’s best in due diligence of business. If you’re doing business with somebody, a lot of brokers because nowadays because they also have security protocols or some of them belong to C-TPAT [Customs-Trade Partnership Against Terrorism], they want to see driver’s license when you show up at their office. You get a business card from somebody, is the person employed? Call the number—does somebody else there know them? Who’s that person’s boss? Have you met that person or talked to that person? It’s very hard in the foreign importer / the non-resident importer area to verify that. The web and other tools, e-mail and things, allow you to at least try to research companies, and personnel, that’s kind of difficult. I would hope that any customs broker that got a shipment for home depot would be it’s a one off that someone’s trying to import something.

>> Yeah.

>> …With the volume that we do. It’s also...the brokers tend to be...they are our eyes and ears… we see them extensions of our own compliance teams. So if they see a shipment come across their desk and it’s not something we typically import, or, somebody is asking for our IRS number for a ultimate consignee, that somebody else is importing, I would hope they call me and say “you’re expecting this, you’re looking for this, I’m going to put you down as the ultimate consignee on this and I’ll give them the number.” I have brokers that call me because I have a vendor that’s shipping samples and their importing it. When they call me cause it’s not my typical broker, I say “I want you to pay for it” to make sure it’s something one of my merchants ordered and that we’re expecting it before I’m going to give my IRS number to put me down as the ultimate consignee. Because they still have to show me that. But I ask questions, I don’t just willy-nilly hand that out to anybody. Another avenue we use is we check ACE [Automated Commercial Environment]. Every quarter we’re checking ACE to see who’s filing entries on our behalf. If there’s a broker that shows up that I don’t know, they’re getting a phone call and I want to see the entry documents. And why are you filing and you don’t have a power of attorney from me.
>> That’s a really good point. As we move away from the ACS [Automated Commercial System] world and bring everything over to ACE, that’s a really powerful tool to help both brokers protect themselves and importers protect themselves. That will be really key.

* Most brokers do D&B background checks as well before taking on clients.
From the webinar transcript (starting at 15:59:20:03):
>> That’s a very good point.

>> So that’s a form of bona fides in and of itself.

>>And we would obviously support…we’re going to support any checks that you can do legally. CBP isn’t going to ask you to pull back on that.

* How does CBP plan to regulate the brokers who may not have resources to conduct bona fide investigations?
From the webinar transcript (starting at 15:59:40:04):
>> That’s basically the heart and soul of this discussion. We have to do something that will not drastically, negatively impact small brokerages, small importers. We understand that resources are not available. Some resources are not available state by state. We were hearing up from the Boston brokers a couple weeks ago that Massachusetts has an excellent web site for looking at incorporated businesses and helping establish. Not all states have that. Not all states have that for free. Not all states have that online. So we do have to be mindful not only of the size of your business and all that you have to contend with, but resources that may or may not be available to you because of your geographic location. But at the same time it is something we would like to explore because it does...this is all about a more compliant importing process, correct? That’s why we’re all here. And what we’re trying to figure out is what is the most efficient and effective way of having the broker serve in that more compliant importing process. But again we can’t be draconian, we simply can’t.
* Should the focus on bona fides be on the transaction level and not so much on the account level? (By example, a broker verifies the company’s existence only once. This is reasonably easy. The problem comes with SME’s who will only have one shipment, or verifying each shipment for a major importer. Much of the fraud is a bad guy pretending to be a legitimate importer.)
From the webinar transcript (starting at 16:01:16:03):
>> That’s really interesting. CBP is moving towards the management by account level in many of our programs, the role of the broker is just one of them. Obviously importers have national...if they are part of ISA they are moving to accounts based processing. The rules and the law still do primarily transaction-based transactions, that’s the accounting flow, it’s transaction by transaction. But we would like to look at you more as an entity, a corporate entity, we would like to do more by account management. But understand that isn’t necessarily appropriate for all companies; companies that only do maybe four importations a year, you’re not going to have the same relationship with CBP—or a broker—as you are if you’re importing every single day and filing entries every single day. So managing by account has different meanings for different size entities and different size transactions.
Additional questions/comments received
How will the bona fides affect the relationships with freight forwarders? Will a POA [Power of Attorney] from the FF [Freight Forwarder] be enough or will the broker be expected to go beyond and contact the importer of record?

Most Sect of State websites do have search engines as well as county level searches for LLC [Limited Liability Company] & sole proprietorships etc.
Would CBP afford trusted trader status to an importer that employs licensed professionals?
What bone fides would CBP expect a broker to pursue to verify that a potential client is a CBP-recognized trusted trader? Aren’t we just exchanging one set of bone fides for another?
In regards to bona fides and trusted traders making reference to C-TPAT and ISA is CBP looking at making these programs mandatory since they are currently voluntary.
Could CBP have an advanced certification for new importers, forcing new importers to validate through CBP? Broker would accept only those pre-certified by CBP.
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