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Issue:  
In June 2011, the Department of Homeland Security (DHS) Office of Inspector General (OIG) completed an audit and published a report, "Efficacy of Customs and Border Protection's Bonding Process," (OIG-11-92) citing a lack of adequate controls over the STB process, resulting in potential revenue loss from fraud, waste, or mismanagement. CBP concurred with all four of the OIG's recommendations intended to increase the efficacy of CBP's bonding process, including appointing a centralized office with the responsibility for developing and implementing STB policy, reporting on activities, and monitoring results. 
Background:

· In 2002-2003 CBP was under pressure from a variety of sources expressing the need to strengthen bond review and establish a central group to oversee the bond process to promote uniformity and consistency in the application and execution of bonds. CBP moved forward with plans to centralize the Continuous Transactions Bond (CTB) Program in order to put CBP in a favorable position to impact the process and relieve the Ports of being in the bond business. 

· The Revenue Division conducted several educational trips to smaller ports to further understand the process, explain objectives, garner feedback, and start a pilot rollout plan. The initiative was ultimately successful; CBP has not faced a single case in the Court of International Trade (CIT) due to execution errors on CTBs and bond error reject rates recently dropped to approximately 4%.
· Currently, CBP is facing similar problems with STB as CTBs – ports have trouble retrieving and properly executing bonds. CBP is receiving pressure from the Trade, Congress, OIG, and other areas to centralize STB. 

· CBP currently has 167 cases in front of the Court of International Trade (CIT) resulting from bond execution errors alone. With this attention, CBP was approved by OMB to receive $3.3 million to centralize STBs under the Debt Management Branch in Indianapolis, IN. 

· CBP does not want to slow (or stop) cargo, but has a financial responsibility to protect the monetary aspect of cargo movement. Once the cargo is released, CBP is stuck with the result. 

· STB Centralization is a collaborative effort with key stakeholders from Office of Administration (OA) Revenue Division, Office of International Trade (OT), Office of Field Operations (OFO), and Office of Information and Technology (OIT). 
· Ultimately, CBP’s goal is to build eBond; an electronic system for receiving, processing, reviewing, and maintaining bond data. A key part of this concept includes limiting who can push bond data to CBP. In eBond, brokers will not be able to push bonds to CBP without surety or surety agent approval. This protects CBP from failure to collect and potential litigation as a result of execution errors “accepted” by CBP. 
Current Status:
· The STB Working Group conducted educational port site visits to Cincinnati, Ohio; St. Albans, Vermont; Boston, Massachusetts; Chicago, Illinois; Otay Mesa, California; San Diego, California and Los Angles (Airport), California to garner feedback from CBP Officers, Import and Entry personnel, and members of the Trade community. In addition, the STB Working group visited two Surety Agents in Chicago, IL. The goal was to document an understanding of the “as-is” STB process for different cargo environments (air, rail, ship, and truck) and entry locations (northern border, seaport, and central in-bond ports). The STB Working Group was able to collect unique and standard challenges across diverse STB processing environments in the “as-is” state and gather valuable insight to augment the future “to-be” vision. Additionally, the vision for the future STB environment utilizing eBond was shared with the stakeholders to collect supplementary considerations and any challenges foreseen in moving toward the centralization concept.
· Through the educational port visits, the STB Working Group noted variations in STB processing activities between ports due to differences in cargo environments, entry locations, and technology migration. Specific discrepancies include STB review at entry, operating systems, and STB review at entry summary. 
· The STB Working Group identified the following challenges as emerging themes from the discussions: potential delays in processing time, decentralized processes, errors due to manual bond completion, staff attrition, inadequate training, system interoperability issues, and lack of an STB indicator in ACE. Centralization of the STB Program and implementation of the eBond concept as envisioned are intended to eliminate or mitigate each of the challenges. 
· The STB Working Group has identified components of the future vision which will continue to evolve during the data gathering process and inform the development of system and process requirements for the STB solution. Central elements of the future vision are transition to eBond, centralized and standardized procedures, transfer of bond submission ownership to sureties and brokers, uniform procedures for bond monitoring, updated electronic entry, system accountability for the Trade, integrated information systems, improved training and staffing levels, and enhanced data analysis capabilities. With plans to build eBond on the ACE platform, transitioning to the new STB environment may be a more significant departure for those ports operating primarily in ACS and ATS. CBP will consider this as it develops its pilot and roll-out plans.   

Next Steps:

· CBP provided a Webinar to the Bonds Working Group (COAC), comprised of members of the Trade community and internal CBP members. Following the question and answer session, the organizer collected all of the unanswered questions and provided them to the panel. The panel has responded to the questions and published the answers for the Trade community. 

· CBP has received questions in writing from trade members of the Bonds Working Group and has prepared the responses.  These questions were going to be discussed at the call on February 5, 2014 but the call was postponed and that topic has been delayed for discussion until the call on February 26, 2014.   

· The STB Working Group re-scheduled meetings with two additional Surety Agents to the end of February which were postponed as a result of inclement weather. These meetings will allow the Group to review their systems and operations as knowledge gained and will be paramount for developing pilot testing and full roll-out plans. 
· The Agile Team is up and running as of February 5th as planned. 
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