Advisory Committee on Commercial Operations of
Customs and Border Protection and Related Functions (COAC)
13" Term - 2014 Private Sector Annual Report

Background:
In accordance with the Omnibus Budget Reconciliation Act of 1987, the members of the 13"

Advisory Committee on Commercial Operations of the United States Customs Service
(hereafter “COAC”) submit the following report to the Committee on Finance of the Senate and
the Committee on Ways and Means of the House of Representatives. This report provides an
overview of COAC’s activities during calendar year 2014.

Scope of Activities:

During the reporting period, the majority of the 13" COAC’s work took place within the
following six subcommittees, each of which was led by a government co-chair and at least one
private sector co-chair:

e Global Supply Chain e Trade Modernization

e One US Government at the Border e EXxports

¢ Trade Enforcement and Revenue e Trusted Trader
Collection

These subcommittees produced recommendations which were brought for a vote to the full
COAC during four public meetings.
Summary:
A great deal of the COAC’s efforts continued to be focused on supporting the ambitious “trade
transformation” efforts of Customs and Border Protection (CBP), in the spirit of “co-creation”
carried forward from the 12" COAC and the first year of the 13" COAC. Of note, a great deal
of COAC’s work was focused on assisting CBP and the Participating Government Agencies as
they lay the foundation for mandatory use of ACE for all entry filings. Detailed summaries of
each subcommittee’s major activities during 2014 are included in this report, as are the
recommendations brought forward at each public meeting during the reporting period (included
as Appendix 1). A listing of the members of the 13" COAC is included as Appendix 2.
The members of the COAC would like to thank CBP for their high levels of support and
engagement during 2014. The COAC also extends its thanks to the Department of Homeland
Security, as well as to the Department of the Treasury and the Bureau of Immigration and
Customs Enforcement, for their assistance during 2013.

Respectfully Submitted,

Ted Sherman, Target Corporation
Kathy Neal, Regal Beloit Corporation
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COAC One U.S. Government at the Border Subcommittee

2014 Annual Report
Co-Chairs:
Mary Ann Comstock - UPS Supply Chain Solutions and
Susie Hoeger - Abbott Laboratories

Obijectives and Scope of Activities:

The One US Government at the Border Subcommittee conducted monthly conference calls
during 2014 in support of the following goal:

“That CBP pursue interagency partnership programs following the principles and standards
set forth in the One US Government Master Principles Document and progress toward
completion can be measured via CBP reporting quarterly back to COAC on progress being
made to implement programs that align with these principles, principally through the Border
Interagency Executive Council (BIEC)”

Subcommittee Activities:

During 2014, the Subcommittee formed three principle workgroups in support of the One US
Government Master Principles concept for a Single Window, those being an FDA Workgroup,
an Import Mapping Workgroup and a Process & Messaging Workgroup. Within the
Workgroups, a broad range of stakeholders were engaged to ensure their views were
incorporated and that the concerns of all industries impacted were addressed as CBP and the
Partner Government Agencies move toward the Single Window through the International Trade
Data Set (ITDS) and the Partner Government Agency (PGA) Message Set. The FDA
Workgroup specifically engaged with the US Food & Drug Administration while the other
Workgroups engaged with Partner Government Agencies as needed.

The FDA Workgroup (FDA WG) was comprised of representatives from the pharmaceutical,
medical device, and food sectors, as well as express carriers and brokers. FDA also participated,
along with CBP, in several of the WG meetings. The primary goal of the FDA WG was to
develop recommendations that would help improve the quality of data submitted to FDA in
advance of the Single Window implementation and reduce the number of rejects that don’t pass
the automated screening process in PREDICT. The FDA WG developed recommendations in
the areas of data quality, processes and procedures, information technology, and
communication (both in terms of transactional messaging, and outreach and informed
compliance).
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In addition to the 11 formal recommendations that were brought to vote and unanimously
adopted by the full COAC, the 1USG subcommittee also took the opportunity to present 21
supplementary recommendations and suggestions, not voted on, directly to FDA. The
subcommittee also drafted a white paper for FDA, providing a more narrative description of the
drivers and issues behind the recommendations, and putting them in better context for an
improved understanding of the root causes. The FDA WG also prepared a separate report for
the Border Interagency Executive Council (BIEC), including 18 of the 32 recommendations
that were identified as broadly applicable to all Partner Government Agencies (some with minor
wording changes). These were summarized in a separate report to the BIEC, along with
additional narrative to provide context.

The Import Mapping Workgroup met by conference call ten times to develop education
packages related to the import processes in the Ocean, Rail, Truck, Air Cargo and Express
Courier environments, to be used as a tool to educate members of the various Border Inter-
Agency Executive Council member agencies as to how the trade community operates. The
group also developed a Roles & Responsibilities document that detailed reporting timelines,
identified the parties in the international movement of goods, and detailed the parties’
responsibilities and financial interest in the goods. The work product was presented to the BIEC
Process Coordination Committee on July 29, 2014. The findings of the Work Group were
presented at the October 7, 2014 COAC Public Meeting.

A Process and Messaging Workgroup was set up in late October 2014 to address the pressing
need to understand the message sets between the trade community, CBP and the Partner
Government Agencies. To this end, a Statement of Work was established:

“The Purpose of the COAC 1 USG Process and Messaging Working Group (1USG PMWG) is
to facilitate a dialogue between key partner government agencies (PGAs), CBP and the
broader trade community on the flow of information from the PGAs to CBP to the trade,
ensuring the messages are clear, concise, and if need be, actionable by all parties involved in
the information exchange.”

A draft Message Dictionary with definitions of key terms was established, and should be
expanded as ACE and the message sets are put into use. The use of Release and Hold
messaging was standardized across all partner government agencies, recognizing that not all
agencies will utilize all types of messages. Three types of Process and Messaging Scenarios
were envisioned and mapped. At the February 2015 COAC Public Meeting, the One USG
Subcommittee presented six recommendations to the full COAC for adoption.

The One US Government at the Border Subcommittee also participated in the Third Annual
COAC Trade Survey, submitting focused questions on 1USG activity and analyzing the trade
community’s responses. The One USG recommendation was to share the findings about PGA
satisfaction with Partner Government Agencies. Several internal recommendations on changes
to future trade surveys were made by the 1USG Subcommittee for consideration in 2015.

One US Government Subcommittee members also attended International Trade Data System
(ITDS) Board meetings and provided an overview of the work being done by the Subcommittee.
Topics discussed included the following:
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o Feedback from the ITDS Board on seven (7) November 2013 COAC recommendations. The
board suggested that we ensure CBP pass the PGA message set data to PGAs upon receipt,
recognizing the value of early data submission for risk assessment and targeting purposes.

e The Subcommittee also recognizes that data at time of entry release, not entry summary, is the
optimal time for effective data screening by the Partner Government Agencies.

e The discussions at the ITDS Board meetings were the impetus for standing up the Process &
Messaging Workgroup, as there was clearly a need to address this topic and provide clarity and
standardization in the ACE entry filing process.

Planning for the work to be done in 2015, the Subcommittee identified a number of potential
activities:

e Request response to the 1 USG at the Border request made October 29, 2014 to CBP and
the ITDS Board of Directors for written guidance to the trade community on the hold
authority of CBP as well as those Partner Government Agencies whose regulations permit
pre-emptive authority at the border.

o Bi-directional information sharing and training between the subcommittee, CBP, ITDS
Board and the BIEC.

e Assistance in developing a list of Frequently Asked Questions (FAQ’s) on the Single
Window for both Imports and Exports, concentrating on the integration of information
required by CBP as well as the PGAs, and the documentation of individual processes and
requirements for the various PGAs.

e Further work in mapping or documenting each PGA’s import process, including
anticipated message sets and procedures that will aid the importing community in
navigating the significant changes that will occur with full implementation of the Single
Window concept.

e Work with CBP and the PGAs to identify and drive efficiencies in the import process,
through concepts such as Trusted Trader, Simplified Entry Summary, and other initiatives
that contribute to a robust, thriving U.S. economy. The United States must be a global
leader in development and expansion of single window initiatives through the World
Customs Organization and the international sector. Harmonization with our significant
trading partners on document (data) production and information sharing will further
improve the global movement of goods.

The One US Government at the Border Subcommittee adopted an informal guiding principal
that reads: It is imperative that the trade community and government agencies establish mutual
understanding for the future of data exchange, engagement expectations and cooperate to
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achieve the appropriate risk based mitigation standards that secure cargo movement and
facilitate trade at the speed of business.

The FDA Workgroups, the Import Mapping Workgroup and the Process and Messaging
Workgroup all completed their assigned tasks by the end of the 13" COAC term, with eighteen
significant recommendations adopted by the full COAC. The Subcommittee will reconvene in
the 14" Term COAC and begin its work supporting the One US Government at the Border
single window concept.

5|Page



Trade Modernization Subcommittee

2014 Annual Report
Co-chair:
Jim Phillips - General Motors
As a result of deliberation and discussion between CBP and the COAC, a subcommittee on Trade
Modernization was created. The objectives for the subcommittee were to generate advice and

develop recommendations pertaining to the strategic modernization of CBP’s operational and
automated support systems. The areas of focus for this subcommittee were:

e Centers of Excellence and Expertise

e Various ACE Development Activities including but not limited to:
e ACE development plan
e Simplifying ACE Cargo & Entry Processes

e Role of the Customs Broker

Significant discussion took place and recommendations were passed on these topics.
Highlights included:

Centers of Excellence and Expertise (CEE)

The subcommittee reviewed and provided feedback on a Centers of Excellence and Expertise (CEE)
customer satisfaction survey. The survey provided useful feedback from the broader trade
community and elicited improvement recommendations from current and future CEE participants.
The results were favorable to the Centers, which received a “very satisfied” rating from 74% of the
respondents, with 96% of respondents reporting that their issues were resolved by contacting a
Center.

Significant discussion took place on CEE performance and metrics. Although survey results to date
show that the Centers are highly rated by most initial participants, both CBP and the COAC agree
that metrics should be created to monitor performance on an ongoing basis (from the standpoints of
both the trade and government). This will be particularly important as the transactions of a
significant number of additional companies are processed by the CEE’s.

As stated on www.CBP.gov, Centers of Excellence and Expertise were “established to increase
uniformity of practices across ports of entry, facilitate the timely resolution of trade compliance
issues nationwide, and further strengthen critical agency knowledge on key industry practices.”
Metrics that capture benefits to the trade and CBP will help determine if the CEE’s are succeeding.
Examples of benefits include reductions in processing times, reductions in forms required to be
processed, and implementation of the CEE as a single point of contact (versus working separately
with each port). Further, questionnaires to individual companies may be the best method to collect
this data.
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ACE

The ACE Work Group delivered the results of a useful ACE software vendor survey in time for a
National Customs Broker and Forwarder Association of America (NCBFAA) sponsored, ACE
software vendor conference that was held on May 21, 2013. The survey dealt with current ACE
participation, anticipated ACE participation from those respondents not currently participating,
communication preferences, awareness of CBP’s utilization of the Agile software development
methodology, a 26 week release cycle and challenges to the transition to ACE.

The subcommittee also provided significant feedback on a CBP Stakeholder Strategy Matrix. The
matrix helped Customs and Border Protection (CBP) develop a road map of stakeholder
requirements, a list of industries that would be impacted by ACE, and stakeholder expectations
during the course of the development and delivery of the Automated Commercial Environment
(ACE).

Role of the Broker

The Role of the Broker working group worked hard during the 13th term to complete some of the
recommendations presented in the 12th term. During this term, the Role of the Broker working
group was able to make several recommendations that will move the brokerage industry and
oversight into the future.

Some of the highlights of recommendations for this term include:

Permitting: The process of Remote Location Filing with a National Permit has changed the
business model for Customs Brokers but the requirement for "proper supervision and control” is
still critical to CBP and the entry process.

Broker Management: Changes in how Customs Business is conducted and how the Customs
Broker is managed mean that CBP Broker Management must be updated to reflect current business
practices. Changes and updates to CBP Broker Management will be beneficial for both CBP and
Customs Brokers, as the industry evolves.

Continuing Education: With the tremendous amount of changes happening in the importing
process along with modernization of requirements and skills, Continuing Education for licensed
Brokers is critical to industry professionalism and compliance.

Identity of Importers of Record (IOR): One of the many challenges for the sub-committee was
identifying ways to improve the process for identifying legitimate importers of record and how a
Customs Broker could help in preventing illegal imports and fake importers. The subcommittee
took the approach of a three legged stool, attacking the problem from three sides. The subcommittee
was able to make progress in this effort, bringing forward two of three recommendations to help
prevent this problem.

First, the importer must be known to CBP - this has been addressed with a new Customs and Border
Protection Form 5106. Second, the COAC recommended that importers have the ability in their
ACE Portal to identify the Broker(s) that are authorized to clear their goods. Unfortunately the
subcommittee struggled to come to an agreement as to how the importer can identify themselves to
the Customs Broker with an acceptable form of “Bona Fides” (the third leg of the “three legged
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stool”). That issue will carry over to the 14th term. Even without resolution of the Bona Fides issue,
the subcommittee made great progress in preventing illegal imports.

Simplified Entry Summary and Payment

Another topic that led to considerable discussion was Simplified Summary and Entry Summary
Payment. Although detailed work remains on how this process would work in practice, the
subcommittee believed it was important to bring recommendations to the full COAC for review
while the proposed process is in development. Members discussed both possible benefits and
possible challenges to the success of the program, and developed a set of recommendations that
were brought forward and voted on at the February 2015 COAC meeting.
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Global Supply Chain Subcommittee

2014 Annual Report
Co-chair:
Jim Phillips, General Motors

After deliberation and discussion between CBP and the COAC, it was decided that a
subcommittee on Global Supply Chain would be created. The objectives for the subcommittee
were to generate advice and develop recommendations pertaining to the safe and expedited
movement of cargo through the Global Supply Chain.

During the lifespan of this subcommittee, advice and recommendations were provided in the
following areas:
. Air Cargo Advance Screening (ACAS) pilot

. Beyond the Border: A Shared Vision for Perimeter Security and
Economic Competitiveness
. 21st Century Border Framework

Highlights of the subcommittee’s work include:
ACAS

The ACAS Work Group (WG) prioritized its activities to focus on the issues considered most
pressing— namely, those that would be included in CBP’s ACAS rule-making and would
involve changes to the language of Title 19, Code of Federal Regulations.

The WG’s analyses, commentary and recommendations were thus directed toward the
fundamentals of the ACAS filing regime — both the overall governing philosophy of the
regulations and key concrete details, including: the required data elements, the prerequisites for
filing, the categories of filers, the regulatory responsibilities of each filing category, and the
filing mechanisms most appropriate for the four most common air cargo business models.

The two “single filer” models — express carrier-filed shipments moving on express carrier
aircraft, and conventional carrier-filed shipments moving on conventional carrier aircraft, are
relatively straightforward. Conversely, the two “dual-filer” models — express carrier-filed
shipments moving on conventional carriers, and freight forwarder-filed shipments moving on
conventional carriers — present far greater complexity, and the mandatory implementation of
ACAS in these models carries a much greater risk of operational disruption, added costs, and
negative impacts on legitimate trade. The ACAS working group spent over 10 months carefully
discussing and analyzing the dual-filer models, with the latest commentary on this topic
delivered to CBP at the end of January.

The COAC ACAS WG drafted recommendations with the goal of promoting the most secure
and efficient system possible, a minimally-disruptive mandatory implementation in the United
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States, and the ability to use ACAS internationally as the model for other countries considering
similar initiatives. The Work Group drafted and delivered to CBP a total of eight detailed and
substantive documents addressing the issues outlined above (four of which have been made
publically available in redacted versions on the COAC website), and put forth a total of six
formal recommendations to the COAC Global Supply Chain Subcommittee, all of which were
presented to the full COAC and approved.

Although the mandate given to the ACAS WG was fulfilled in terms of providing trade input
prior to the drafting and publication of an NPRM, outstanding bigger picture items remain to
be resolved that, while critical to the success of ACAS, also have larger impacts in terms of
securing the global supply chain and promoting trade modernization. In particular, there is a
need for greater CBP/TSA cooperation to better align security concepts and programs, not only
in regard to the resolution of ACAS selectee screening holds, but also to promote a more
efficient supply chain approach to air cargo security. There is also a need for expanded CBP
advocacy and leadership on harmonization and inter-operability initiatives in the international
arena, which are applicable not only to pre-departure risk assessment programs, but also to
existing and planned post-departure manifest systems.

Beyond the Border / 21st Century Work Group

Discussion and input was provided on a number of initiatives. Examples include:

Prince Rupert Pilot: Excellent analysis led to several comments, including:

1) The improved flow of data has enabled the perimeter screening of cargo resulting in high
risk cargo being inspected in Prince Rupert.

2) The flow of lower risk cargo, moving on pilot trains, is saving time while still meeting
security requirements.

3) Based on current constraints, International Falls is the best place to perform inspections other
than security related examinations.

4) Based on the current constraints, there is not a compelling reason to move the inspections to
Prince Rupert other than security related examinations.

Peace Bridge Pre-inspection Pilot: An historic pilot of an idea that has been discussed for
many years. The pilot proved that processes could be put in place for pre-inspection close to
the border that facilitates clearance into the USA. It is noted that in addition to automation it is
clear that personnel on the bridge who help to manage traffic add significant value.

In-Transit Pilot: Input was provided on minimizing data elements and suggestions on how to
reach agreement on data elements problematic to the trade. It is encouraging to hear that a pilot
is expected in the near future.

Several recommendations were submitted regarding the Beyond the Border and 21st Century
Work Group (see Appendix A).
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Trusted Trader Subcommittee

2014 Annual Report
Co-chairs:

Bill Ferguson, NYK Line North America
Bill Earle, National Association of Beverage Importers

For the 2014 cycle the subcommittee met by way of group conference calls. Other inputs to the
subcommittee came during in-person meetings of the entire COAC when updates were provided
to COAC members and CBP leadership.

Tasks for this term of the subcommittee centered on input to and monitoring of the Trusted
Trader Pilot and refinement of C-TPAT for exports. At the end of the 2014 term CBP had
completed the work necessary to launch the pilot and was screening applicants for participation.

Briefings by CBP subject matter experts and program coordinators informed the subcommittee
members on the status of both of our monitored program areas. As these initiatives evolved, we
interacted on the more holistic developments in the areas of Mutual Recognition and AEO
activity. The subcommittee determined that these areas are ripe for further development and
consideration as we better define and populate the internationalized concept of a “trusted
trader.”

One headwind to more rapid subcommittee work, permanent CBP advisory leadership for the
subcommittee task areas, had been resolved as 2015 started. With permanent executives in
place, forward progress should move on a more predictable and sustainable timetable.

Subcommittee member dialogs within and among the trade were brought to our discussions and
considered for expanding or perhaps better defining the mandate to this subcommittee. This is
a practice that should be continued and encouraged by the next committee.

Several of our monitored CBP programs are at the advanced engagement stage or have been
launched. Active monitoring of the Trusted Trader pilot should move smoothly to the
succeeding subcommittee participants, building on the efforts of the 2014 cycle subcommittee
members.

We received updates from the CBP program owners throughout the year. We also received
more clarity on the characteristics of future initiatives such as Aqua Lane, MRAs with partner
governments, and the selection of CBP program office leaders. We anticipate that several of
these programs that are closely linked to the Trusted Trader subcommittee mission will evolve
into operational status into 2015.

In the spirit of our mandate, as the eyes and ears of the Trade community, subcommittee
members analyzed trusted trader initiatives from various sources. We evaluated these ideas
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throughout 2014. This falls within the perceived charter of the subcommittee to harmonize the
trusted trade badge with the more general understanding of the trade and the public of that term.
A view in this area may include a consideration of how AEO programs in partner governments
mesh with Trusted Trader.

As the membership of the COAC moves through the normal two year personnel transitions we
hope there will be better definition toward the best use of the subcommittee resources to support
CBP in an advisory role. The work of the subcommittee could not have been accomplished
without the insights, advice and counsel of CBP staff. Ultimately the contributions of the COAC
trade professionals who made up the membership of this subcommittee carried the work
forward throughout 2014. Their honest and knowledgeable inputs served the subcommittee well
and created a solid base for the 2015 cycle.
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COAC Trade Enforcement and Revenue Collection Subcommittee

2014 Annual Report
Co-Chairs:
Karen Kenney, Liberty International
Kevin Pinel, Microsoft

Matt Fass, Maritime Products International

Obijectives and Scope of Activities:

At the March 6, 2013, meeting of the 13" Term Commercial Operations Advisory Committee
(COAC) in Washington, D.C., the Committee established the Trade Enforcement and Revenue
Collection Subcommittee, a blending of the Intellectual Property Rights, Bonds, and
ADD/CVD Subcommittees from the 12" Term COAC, and adding Regulatory Audit. The
objectives for the Subcommittee were to generate advice and develop recommendations
pertaining to improving enforcement of the trade laws of the United States and the collection
of duties and fees. Enforcing U.S. trade laws adds not only to the security of the global supply
chain and our nation, but expedites products into the marketplace. Identifying and expediting
compliant trade by enforcing our trade laws adds to both our national security and trade
facilitation efforts. With compliant trade identified and appropriate fees and duties assessed,
CBP can then focus its limited resources on non-compliant and higher risk commerce.

Throughout 2014, the IPR, Bonds, Anti-Dumping & Countervailing Duty and Regulatory Audit
Work Groups held conference calls to address the challenges facing both CBP and the trade,
engaging on new topics and continuing the work completed during 2013.

Regulatory Audit Work Group (RAWG):

The RAWG held several conference calls early in 2014 to discuss the pre-decisional draft
Focused Assessment (FA) Pre-Assessment Survey (PAS) Audit Program document CBP
provided to the COAC in December of 2013. These discussions resulted in 8 recommendations
from the COAC to CBP at the February 2014 public meeting on topics such as: 1) concern
about consistency in Focused Assessments under CBP’s new “flexible” approach and ensuring
CBP will maintain an acceptable range of variation, implementing a process through which
importers can seek recourse if they feel the variation in approach on their Focused Assessment
is not acceptable, 2) increase in sample sizes and the need for CBP to share the details of those
changes with the trade as quickly as possible, 3) the need for audit plan changes to be subject
to supervisory review, 4) the need for CBP to give the importer sufficient time, roughly 30 days,
to put together written documentation and written responses after initial request with an
opportunity for additional extensions as appropriate, 5) the need for CBP to collaboratively
develop Informed Compliance Documents with the trade to clearly outline CBP’s expectations
that will lead to a successful result from a Focused Assessment, 6) the need for CBP to focus
special attention during its auditor training in several areas, for example GL best practices,
collaborative training with the trade and others, 7) the need for trade compliance and CBP’s
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audit strategy by industry, and 8) the need for the trade and CBP to regularly meet to review
results once this new process is implemented.

At a subsequent COAC public meeting in May of 2014, the COAC clarified one of its
recommendations to indicate that the trade was recommending that both the PAS and ACT
phases of the Focused Assessment should be completed within 6 months.

Subsequent to these recommendations, CBP actively communicated with the COAC, provided
updates about its internal training efforts and involved the COAC in its trade outreach on the
topic.

The trade and CBP then agreed to suspend future work group meetings while CBP trained its
auditors, engaged in trade outreach and until any further proposed changes to the Focused
Assessment are put forward by CBP.

Intellectual Property Rights Work Group (IPRWG):

This workgroup continued the work of the 12th COAC’s IPR Subcommittee, recognizing the
need for a practical, layered approach to IPR enforcement while ensuring those layers are
affordable for brand owners and legitimate importers. During regular conference calls, the
workgroup explored 3 key enforcement and facilitation areas.

First, the COAC continued to explore a simplified abandonment process for handling violative
shipments in the express / small package environment to enhance facilitation of legitimate
shipments, enabling CBP to refine its targeting and enforcement efforts, preventing violative
goods from entering the U.S. These discussions included an outreach meeting for the express
carriers to brainstorm the concept, answer questions and resolve concerns. CBP moved forward
to implement a simplified abandonment process based on the COAC’s recommendation
regarding this initiative at the May 2014 public meeting.

Second, the COAC explored the use of the Document Imaging System (DIS) by importers to
deliver material to CBP as a potential IPR Enforcement/Facilitation “layer” through which
importers might voluntarily furnish CBP with advanced evidence of the authenticity of their
goods. At the COAC’s May public meeting, two recommendations were put forward to CBP
to move forward with a pilot of the program and to share results of the pilot with the trade. CBP
announced a pilot of this initiative in October of 2014.

Third, the COAC worked with CBP on a Voluntary Disclosure Program for IPR that would
allow members of the trade to provide CBP with intelligence for targeting purposes
by voluntarily disclosing violations of the laws prohibiting importation of goods infringing U.S.
registered trademarks or copyrights. The COAC put forward 3 recommendations at the October
2014 public meeting, recommending that CBP work group the concept. As a result of that work
group’s discussions, the COAC subsequently recommended that CBP not move forward to pilot
the program because of concerns from CBP and the trade about potential litigation, lack of
sufficient benefits for the trade and the exclusion of certain industry segments from the
program.
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At the end of the 2014 COAC year, the IPRWG trade co-chairs suggested to CBP that the
COAC continue its discussions on the IPR Known Importer program and stand up a work group
comprised of a wide range of stakeholders to act as a standing forum of subject matter experts
to solicit feedback and brainstorm new initiatives to help with IPR enforcement and facilitation
in 2015.

The Bonds Workgroup:

The Bonds work group held regular calls to discuss bond automation and centralization
including e-Bond process maps as a basis for the new eSTB (single transaction bond), resulting
B2B business rules changes and eBond FAQ’s to help the trade navigate the transition. Regular
updates were given to the working group by CBP on the development of ACE e-bond, the
development of CATAIR Technical User Guide updates and the development of a Frequently
Asked Questions document. The Bond work group provided feedback regarding the FAQ’s
and key points of concern to CBP and collaborated on the final work product that served as a
tool for the trade during the transition.

The work group then suspended future work group meetings until CBP was ready to present
the new bond regulations to the COAC for discussion.

AD/CVD Workgroup

The AD/CVD Working Group was expanded in both size and scope during 2014. Earlier in the
13th COAC term, this working group operated with only COAC members and helped address
specific questions from CBP such as concerns about a lower-than-expected number of AD/CVD
filings using ACE. However, this working group was expanded in July 2014 in an effort to
address some of the larger and continuous challenges that plague this area.

The working group was formed by a large and diverse range of stakeholders — private industry
and experienced practitioners representing both petitioners and respondents and a range of
perspectives as well as government officials from the wide range of agencies involved in
AD/CVD cases. It was discussed from the start that this group would not focus on the
“prospective vs. retrospective” issue of AD/CVD application and enforcement as this topic has
been the subject of specific recommendations from both this COAC and the previous COAC
term. While that remains an extremely important issue, this working group focused on a
number of other areas in line with the ongoing mission:

o Strengthen partnerships between CBP and the trade community to promote
compliance with AD/CVD laws and policy,

. Improve the effectiveness of AD/CVD risk assessment through better identification
of high and low risk shipments and/or entries,

o Identify effective approaches for deterring AD/CVD violations, and

o Support other steps to enable more effective administration and enforcement of

AD/CVD operations.
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Working group discussions took place over the course of several months in the form of weekly
conference calls and culminating with a group meeting in Washington, D.C. in early 2015. The
specific topics included detailed discussions of the following:

. Impact of requiring cash deposits vs. bonds for new shippers,
o Effectiveness of the increased use of single transaction bonds,
o Additional outreach and education with particular areas of focus including increased

clarity related to the scope of a case as well as whether additional outreach can help
counter illicit schemes such as transshipment,

o Increased coordination between CBP and the Department of Commerce as well as
other agencies that work on other aspects of AD/CVD cases,

o Better coordination between CBP and the trade in specific ongoing cases,

o Tools to help more quickly and efficiently communicate important changes and
information to the importer and broker community, and

. Emphasizing the importance of CBP with intelligence work overseas in ways that

can help enhance enforcement.

The Trade Enforcement and Revenue Collection Subcommittee brought several
recommendations to the full COAC for a vote at the final meeting of the 13" term. It was
expected that the 14" COAC would help move these recommendations forward to
implementation.

Finally, the working group urged future COAC terms to maintain an active AD/CVD working
group as this remains a challenging and ever-changing issue with great value that can exist with
ongoing dialogue and education between CBP and the variety of other stakeholders who operate
in this area.
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COAC Subcommittee on Exports

2014 Annual Report
Co-Chairs:

Elizabeth Merritt, Airlines For America
Julie Ann Parks, Raytheon

Obijectives and Scope of Activities:

The subcommittee’s goal was to provide advice and recommendations related to export
procedures, enforcement, and facilitation. Specifically, the subcommittee supported the
priorities and strategies of the President’s National Export Initiative, through the following
efforts:

e ldentify existing programs that could be leveraged, both within the U.S.
Government and globally.

e Assess current export policies and the impact of international policies and provide
recommendations based on the findings.

e Document current export processes and provide recommendations for a strategy to
harmonize systems, streamline data collection, and share information.

Subcommittee Activities:

Given the statement of work, past subcommittee findings, and pending export regulatory
changes, the tasking of the Export Subcommittee was to begin with the basics of export
education. The methodology was to uniquely discuss primary export types and produce a
presentation package containing a current state process map, with potential solutions
recommended. The mapping work product was delivered to CBP during the August 2013
meeting, along with four recommendations and a proposed delivery roadmap.

Engaging a variety of members across the government and trade, a Master Principles Document
was produced for One U.S. Government at the Border Cooperation for Exports. With the key
concerns of the trade in mind, the document was designed to ensure the efficient management
of cross border issues in a manner that reduces the cost of doing business. The principles
establish a government/trade foundation upon which to build the future of data exchange, the
determination of engagement expectations, and the development of a cooperative approach to
achieve the appropriate risk-based strategies and standards that secure cargo movement and
facilitate trade at the speed of business.

Export Process Work Group

The Export Process Work Group was established and charged with further analyzing the
process flows and areas of opportunity identified in the export mapping exercise, and with
providing specific recommendations for consideration by the subcommittee. The EPWG was
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established to address the three commodity types (licensed, non-licensed, and “Option 4”) and
the four modes of transport (air, ocean, rail and truck) mapped in the EMWG 2013-14 exercise.
The licensed commodity and air manifest EMWG process work groups started their work in
early 2014.

The Licensed Commodities Process Work Group

The licensed commodities process work group consisted of representatives from CBP,
Department of Commerce, Directorate of Defense Trade Controls (DDTC),
Exporters/Importers, and Brokers/Filers

The work group prioritized and reviewed areas of opportunity. Discussions ensued on all items,
most of which were dispositioned with joint government/trade satisfaction; however, timelines
for completion require review and prioritization. The work group completed its work and
delivered specific recommendations (all approved) during the 13th Term final COAC Quarterly
Meeting on February 11, 2015 (see Appendix).

The Air Manifest Process Work Group consists of representatives from CBP, Department of
Commerce — the Bureau of Industry and Security, and the U.S. Census Bureau, the
Transportation Security Administration, U.S. and foreign air carriers — passenger, express and
heavy all-cargo, air freight forwarders — small, medium and large, and other modes of transport
—ocean VOCCs and NVOCC:s, rail carriers and truck carriers.

As a first step, the work group identified the two key goals of its work:
o Efficient and effective enforcement of the multi-agency U.S. export regulatory

regime while supporting NEI NEXT (National Export Initiative),

o0 Protection of the air cargo business model’s key features — speed, flexibility and
reliability — and the minimization of costs and negative impact on the flow of
legitimate trade.

Five guiding principles were to be employed to reach the identified goals:
0 Risk management as a key component of the approach,

0 The importance of cost/benefit and economic competitiveness analyses,

0 The advisability of incorporating proven “ACAS Best Practices” in development
of the automated export system where appropriate,

o Enhancement of the government’s ability to target early and resolve concerns
well in advance of export, and

0 Improving the accuracy of information delivered to the government.

The 42 air-manifest items that had been identified by the EMWG were then distilled into 21
points for further analysis with regard to the type of work needed - i.e., an isolated fix versus
an integrated long-term solution, or regulatory revision versus policy guidance versus IT
development, or some combination thereof. Working from all of the above, the work group has
developed a “progressive filing model” as an ideal solution to meet the needs of all stakeholders.
This model is based upon the initial proposed solution contained in the EMWG Education
Package, and it continues to be further refined and revised as new questions arise and additional
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details and supporting documentation are incorporated. The work group has been careful to
ensure that the solution developed is workable for all parts of the air cargo supply chain,
including conventional carriers (both passenger and “heavy all-cargo”), integrated express
carriers, transport intermediaries such as freight forwarders, and U.S. exporters and their agents,
and that it comports with the requirements of the legislation authorizing electronic export
manifesting — the Trade Act of 2002.

During the 13" term, the air manifest process work group put forth one recommendation
(approved) regarding freight forwarder participation in the electronic export manifest pilot
during the 13th term COAC quarterly meeting on October 7, 2014, and will deliver additional
recommendations during the 14th term.
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COAC Trade Efficiency Survey

2014 Survey Results

Trade Efficiency Survey

The COAC Subcommittees are organized to provide Customs and Border Protection (CBP)
with advice and guidance on new, existing, or proposed compliance and operational matters.
Since matters relating to facilitation and cost are key concern of CBP and the trade, and since
the Centers of Excellence and Expertise creation in 2011/2012, COAC made a recommendation
to CBP to establish baseline industry metrics. During implementation discussions, we jointly
realized that a portion of the measurements were trade -owned. Therefore, beginning in 2012,
COAC assumed responsibility for capturing and reporting information from the trade using an
annual trade efficiency survey.

In 2012, the effort began as an imports-focused survey. In addition to integrating a few export
strategic questions into the 2013 Trade Efficiency Survey, the newly-created COAC Exports
Subcommittee introduced a separate and more detailed export survey in 2013. In this 2014
survey, COAC releases the first comprehensive Trade Efficiency report, inclusive of both
imports and exports.

COAC conducts the Trade Efficiency survey to establish a benchmark for costs associated with
importing and exporting goods into and out of the United States, understand the key cares of
trade, strengthen inter - and intra- governmental operations to promote efficient compliance,
and report trends. In essence, we measure how effective CBP and PGA trade facilitation efforts
are at lowering the cost and burden associated with a company’s compliance and operations
efforts. Year-over-year, COAC’s survey analysis concludes, and this year is no different, that
those CBP and PGA programs or efficiencies that ultimately decrease entry lifecycle processing
times and decrease freight dwell are significant motivators for the trade since they contribute to
reducing the overall cost and complexity of doing business for those companies involved in this
survey.

In the third annual survey, released in July 2014, COAC sought to ensure strategic outcomes
by compressing the facilitation questions, and adding questions that relate to participating
government agencies, as well as exports. The report organized results into two categories:
imports and exports. Consistent with previous reports, the report was organized into three
subcategories beneath each category: Facilitation, Costs and Holds, and Customs and Border
Protection (CBP) and Partner Government Agency (PGA) Satisfaction.

The 2014 survey consisted of 84 multiple-choice and free-form response questions that touched
on several different trade areas, including exam rates and hold times, number of CF
28’s/inquiries received, estimated import and export cost and time expenditures, and CBP and
PGA satisfaction. The 2013 survey consisted of 50 multiple-choice and free-form response
questions that addressed PGAs in more detail, Centers of Excellence and Expertise more
succinctly, included antidumping duty questions, and explored exports at a high-level (that
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same year, the COAC Exports Subcommittee also released a detailed Exports Survey). The
2012 survey consisted of 46 multiple-choice and free-form response questions specifically to
CBP and generally to Participating Government Agencies (PGAS).

COAC distributed the anonymous survey to various networks, including trade associations,
importers, brokers, attorneys, consultants, carriers, freight forwarders, using a secure web-
