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THROUGHOUT SEAFARING HISTORY, A VARIETY
of punishments have been meted out to those who do
not follow the rules. The most common was flogging,
a practice in which the unfortunate sailor was tied to a
erating, mast, or “over the barrel” and beaten.

Some manufacturers might say the latest seagoing
punishment is the 1042 regulation recently imple-
mented by the U.S. Customs and Border Protection
(CBP) agency, part of the Department of Homeland
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Security. Intended to improve anti-terrorism screen-
ing, the regulation requires manufacturers and other
importers as well as carriers to provide the CBP with
12 data elements, many of which have not typically
been included in cargo manifests. Non-compliance
can put manufacturers over a very expensive barrel,
with penalties of $5,000 per violation per shipment.
U.S. Customs will now hold the cargo of non-
compliant companies. The ageney is due to begin
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assessing damages later this year, with full enforce-
ment — and full penalties — in place by year’s end.

Whether manufacturers choose to outsource com-
pliance to third-party providers or keep it in-house, the
new regulation will force them to analyze the informa-
tion they have at hand and determine whether current
systems and processes can be adapted to meel 10+2 re-
quirements. The implications extend beyond hardware
and software issues to key business practices, such as
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supplier selection and contract negotiations.

The new regulation significantly changes the way
importers and ocean carriers conduct supply chain
logistics. Importers (manufacturers) and vessel-oper-
ating ocean carriers are now required to provide the
CBP with advance nofifications for all ocean vessel
shipments inbound to the United Sates. The importer
is solely responsible for filing 10 data elements, in a
form called the U.S. Importer Security Filing (ISF).

~ New anti-terror
‘regulations will require
~manufacturers to

~automate shipping

documentation processes
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contact: their supplier, but that supplier may
have 10, 20, or 30 manufacturers it relies on.”

Vessel-operating ocean carriers are responsible for two
data elements. Hence the name 1042 (see chart, below).

Manufacturers and importers may authorize a third party
to file the ISF on their behalf. Importers are required to
transmit the ISF electronically to the CBP at least 24 hours
before loading any ocean shipments on a U.S.-bound vessel.
An ISF is required for each inbound ocean shipment. Any
changes or updates to the ISF must be made prior to the
shipment’s reaching its first U.S. port of arrival.

The advent of this new regulation will require most im-
porting manufacturers to make significant adjustments, in-
cluding pre-screening all U.S.-bound cargo for harmonized
tariff schedule numbers and country of origin, developing

“The manufacturer has a single point of

— JONATHAN WASSERMAN

Senior vice president for global trade compliance solutions, Descartes Systems Group

electronic submission capabilities, and adopting systems
to identify and report in-transit changes to the ISF filing.
The burden of the new requirements is likely to be most
severe for small and mid-sized manufacturers that histori-
cally have relied on paper invoicing and other commercial
documentation, as well as importers that have been operat-
ing without advanced screening processes.

issues,” says Derek Gittoes, vice president for logistics
product strategy at Oracle Corp. “Now when they negotiate
contracts with their offshore suppliers, one of their best prac-
tices should be making sure that those suppliers understand
the requirements that will fall on them to provide the data,
either to the manufacturer directly or to the manufacturer’s
representative, so that the manufacturer can comply.”

It may be necessary, experts say, for manufacturers to
rework supplier contracts to cover 10+2-related liability.

“One of the best practices for our customers has been
working this requirement into their contracts,” says Melissa
Irmen, vice president of products and strategy for Charlotte,
NC-based Integration Point, Inc., a provider of global trade
management and compliance software. “If a manufacturer
starts getting fines because it's late in filing or not compli-
ant, who's responsible? So working that into the details of
supplier contracts and also working in how the supplier is
going to get the information to the importer in a timely fash-
ion are the kinds of details now being added.”

Indeed, evaluating how well suppliers comply with
10+2 information requirements should be a major focus
for manufacturers going forward, experts say. Suppliers
that are unable or unwilling to provide required informa-
tion in a timely manner can cause not only steep fines,
but also disruptions in the supply chain, impeding raw
materials and components on the supply side and fin-
ished goods on the manufacturer’s side.

“We've been working hard to get inventory down to
the proper level, across the whole network of partners,
not just within the enterprise,” says

Greg Aimi, director of supply chain
research at AMR Research. “That
effort cannot afford a black hole or a
non-compliance that impacts the flow
of goods and materials.”

The 10+2 regulations also may put
new pressure on manufacturer-sup-
plier relations, particularly in cases
where the supplier subcontracts with
a series of manufacturers to fulfill
an order. “The manufacturer has a
single point of contact: their supplier,
but that supplier may have 10, 20, or
30 manufacturers it relies on,” says
Jonathan Wasserman, senior vice president for global
trade compliance solutions at Descartes Systems Group.
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TH E “10" The Importer Security Filing

| requires importers to electronically transmit to
CBP 10 data elements 24 hours before loading any
container onto a ship bound for the United States.

‘ The 10 data elements are:

8. Consignee number(s)
9. Country of origin

10. Commodity Harmonized Tariff Schedule
number (HTSUS)

TH E “2" Data files that the ocean carrier

; will transmit to CBP are:
1. Manufacturer (or supplier) name and address
2. Seller (or owner) name and address I. Vessel Stow Plan to indicate the location of each

container on the ocean vessel.
3. Buyer (or owner) name and address

2. Container status messages (CSM), which detail

information on the movementand status changes

of a container as it travels through certain parts of
the supply chain.

|| 4. Ship-to name and address
| | 5. Container stuffing location
| | 6. Consolidator (stuffer) name and address

IMPACT ASSESSMENT

Several factors will determine how significantly the 10+2
regulation impacts manufacturers.

First, what systems and information do manufacturers
already have in place? Do they have access to some of the
information needed for the 10+2 filings? If not, what must
they do to get it?

Another important question is how capable a manufac-
turer’s offshore suppliers are of providing information re-
quired by 10+2 in a timely manner.

“Whether or not they handle the filings internally or
outsource, manufacturers still will have to face additional

The challenge here is that 10+2 requires the importer to
have specific knowledge of which offshore manufacturer
created the goods.

“In that case, the supplier has a disincentive to provide
that information because they don't want a direct rela-
tionship between the importer and the manufacturer,”
Wasserman explains.

This is one instance where the use of a third-party
provider, such as a customs broker, may help. Because
the broker holds information, such as the identification
and location of parts manufacturers, in trust, it can be at







