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CURRENT STATUS 

During December 2013 and January 2014, CBP and the Role of the Broker Working Group met to discuss modernization of broker permitting.  The Working Group acknowledges that the current district boundaries for permitting should be modernized to reflect advancements in ACE, the processing of entries in the Centers of Excellence and Expertise, and the shift from individual port offices and processes to centralized processing centers by CBP.  Customs brokers are also modernizing how they conduct business, whether through electronic recordkeeping initiatives, development of centralized workflows, or other initiatives to provide quality and consistent service for their importing customers. The Working Group acknowledges that in light of these technological and organizational changes, the use of the customs broker national permit is becoming increasingly important for the customs broker to participate in these modernization initiatives, especially those that involve remote filing.  It is the goal of the Working Group to propose a recommendation that aligns the broker permit system with the trade modernization initiatives, while ensuring the customs broker exercises responsible supervision and control and maintaining the value of the customs broker license to CBP and the trade.
The Working Group plans to make a recommendation on broker permitting modernization to CBP at the May 2014 COAC meeting,  In addition, the Working Group plans to make recommendations to CBP on the future direction of broker management, helping to create consistent oversight and treatment of customs brokers on a national basis, especially in light of permitting modernization.
BACKGROUND
In 2012, the following Role of the Broker trade transformation initiative elements were completed: automation of broker exam registration, transformation of broker licensing to incorporate more efficient background investigations, and automated application and payment processes.

CBP is still in need of one key element of the trade transformation initiative: an overhaul of the regulations contained in 19 CFR Part 111 and 141.  

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. The COAC Role of the Broker subcommittee submitted a position paper in December 2012 that supported the CBP outreach efforts in the summer and fall of 2012. 

In August 2013, the COAC Role of the Broker Subcommittee made two recommendations to CBP relating to continuing education:

· The continuing education component to the customs broker’s license should be a minimum of 40 hours (32 accredited and 8 non-accredited hours) over the 36 month reporting period.  CBP should take a measured and commercially reasonable approach to the 40 hours continuing education requirement for customs brokers wishing to reactivate a license that is inactive. 

· The reporting of continuing education should be tied into the triennial reporting of the licensed customs broker.  It is further recommended that the reporting of the license holder and the reporting of continuing education be done together in ACE, making compliance easier for customs brokers.

Beginning in July 2013, the Role of the Broker Working Group met to discuss possible recommendations on importer bona fides.  The discussions within the working group have been centered on what documentation is of significant value to this purpose and is readily available to the importer which they can provide to the customs broker, and that the customs broker, in turn, can furnish to CBP upon request. CBP has made very clear to the working group that the role of the customs brokers in obtaining bona fides is not to vet the importer, but to establish the identity of the authorized individual and their relationship to the importer of record.  An example of a logical bona fides might be a government-issued photo identification of the authorized individual who was empowered to sign the Power of Attorney.  

In November 2013, COAC made the recommendations appearing below to CBP:

· Modify 19 CFR section 111.36 (c) to require that brokers to obtain a power of attorney directly from the importer.  Nothing should prevent the broker from communicating directly with the importer. 

· Recommend that CBP continue to pursue information collection to improve their admissibility determination via the proposed revisions to the CBP Form 5106. CBP should continue to consult with COAC to finalize 5106 information requirements and the collection process. This could be helpful to CBP in addressing risks associated with traditional challenges related to AD/CVD, IPR, and other enforcement issues. 

· Realizing that different brokers have different best practices for different business models, we recommend that CBP develop a program to recognize best practices within the broker industry and provide benefits to these brokers. These best practices may include power of attorney collection and validation. We expect that the specific benefits will be discussed during future COAC meetings. 

· Given that the proposed changes to the CBP Form 5106 will address many of the concerns surrounding validation of bona fides, we recommend no changes be made at this time to the current regulations regarding the collection of a valid power of attorney. We will revisit this recommendation after the proposed 5106 changes have been reviewed by COAC.

Regulatory Overhaul

Potential amendments to the Part 111 and Part 141 regulations will address challenges like increasing the professionalism of the broker community; outdated definitions, non-relevant operating practices; and the identification of theft/shell importers of record.  Proposed amendments to regulations would clarify the brokers’ responsibilities related to importer validation; provide greater visibility with importers; modernize regulations to align with current trade practices; and create a new requirement for continuing broker education.

Over the summer of 2012, CBP conducted eight webinars, each of which reached out to approximately 400 participants.  The webinars outlined the potential Part 111 changes and discussed establishing bona fides, broker permitting, impacts to business practices, the development of regulatory alternatives, and continuing education.  CBP also conducted 32 roundtables with the local brokers associations to discuss the regulatory changes, particularly in regards to continuing education.  During the outreach CBP conducted with the trade community, CBP has asked the following questions on importer bona fides:

How can customs brokers 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? 

In February 2013, CBP convened a workgroup to discuss concerns on continuing education for licensed customs brokers.  CBP briefed COAC on this framework in April 2013, and conducted two webinars open to the trade community in May 2013 and June 2013.  

CBP met with NCBFAA in June and September 2013 to discuss other outstanding issues regarding Parts 111 and 141, including establishing a checklist in Part 141 to establish importer bona fides; revisiting rulings regarding a strict interpretation of Part 111.24 (Record confidentiality); the customs broker exam; and the definitions of employee and customs business.

KEY ISSUES/POINTS

· CBP is looking forward to a COAC recommendation on modernizing the broker permitting system to align with advancements in ACE and the processing of entries in the Centers of Excellence and Expertise, as well as with the modernization of the business practices of brokers.

· We welcome COAC’s views on the modernization of broker oversight and management. 
NEXT STEPS
CBP continues its internal work on updating the regulations in Parts 111 and 141.  A regulatory worksheet was submitted to Regulations & Rulings in May 2013 to begin the regulatory drafting process.  Technical drafting work on Part 111 will continue throughout 2014.

The COAC Working Group plans to continue its discussions with CBP on broker permitting and broker management, and plans to make recommendations at the May 2014 COAC meeting.  The Working Group also plans to revisit the importer bona fides recommendations after the proposed CBP Form 5106 changes have been reviewed by COAC.  CBP is still in an internal review process at this time, but is preparing to share this Form with COAC.
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