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SUPPORTING ECONOMIC GROWTH AND JOB
CREATION THROUGH CUSTOMS TRADE
MODERNIZATION, FACILITATION, AND EN-
FORCEMENT

THURSDAY, MAY 17, 2012

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON TRADE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:04 a.m., in Room
1100, Longworth House Office Building, the Honorable Kevin
Brady [chairman of the subcommittee] presiding.

[The advisory of the hearing follows:]

o))
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Hearing Advisory

FROM THE COMMITTEE ON WAYS AND MEANS

Chairman Brady Announces Hearing on
Supporting Economic Growth and Job
Creation through Customs Trade
Modernization, Facilitation, and
Enforcement

Thursday, May 17, 2012

Ways and Means Trade Subcommittee Chairman Kevin Brady (R-TX) today an-
nounced a Subcommittee hearing to review customs operations administered by U.S.
Customs and Border Protection (CBP) and U.S. Immigration and Customs Enforce-
ment (ICE). The hearing will focus on efforts to enhance economic growth and job
creation by facilitating legitimate trade, modernizing customs procedures, and en-
forcing U.S. Customs and trade laws. The hearing will help the Committee develop
customs reauthorization legislation. The hearing will take place on Thursday,
May 17, 2012, in the main Committee hearing room, 1100 Longworth House
Office Building, beginning at 10:00 a.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be heard from invited witnesses only. However, any individual or orga-
nization not scheduled for an oral appearance may submit a written statement for
}clonsideration by the subcommittee and for inclusion in the printed record of the

earing.

BACKGROUND:

The Committee last conducted a comprehensive review of the structure and re-
sources of CBP and ICE from a commercial operations and customs enforcement
perspective in May 2010. Since that time, there has been growing concern that, in
particular, existing efforts to modernize trade functions, facilitate legitimate trade,
an(i1 enforce customs laws may not be keeping pace with the growing volumes of
trade.

CBP has been implementing several programs to automate trade, improve compli-
ance, and identify shipments that violate U.S. laws. In addition, in working with
CBP, the trade community has made large investments in international supply
chains through advance submissions of cargo data and “partnership” programs be-
tween government and business. This hearing will explore how these enhanced tar-
geting and screening tools can be improved to reduce costs, smooth movements of
legitimate trade by trusted partners, and increase compliance with the customs and
trade laws of the United States.

With respect to enforcement of traditional customs laws and revenue collection,
more enforcement-related training and other measures may be needed to ensure
CBP can effectively address fraudulent practices that circumvent U.S. laws, includ-
ing in the areas of antidumping and countervailing duty collection, intellectual prop-
erty rights enforcement, and textile enforcement. This hearing will explore how CBP
manages its resources and whether any structural or other changes are needed to
ensure that U.S. customs and trade laws are enforced.

In announcing this hearing, Chairman Brady said, “Trade is vital to our eco-
nomic engine, creating jobs and lifting wages here at home. Today, more
than 50 million U.S. workers are employed by companies that engage in
international trade, and U.S. trade represents over 30 percent of U.S. GDP.
Streamlining legitimate trade is an essential component to our competitive-
ness in the global marketplace. This hearing will explore how to allocate
resources and develop models so that we can move the ever-increasing vol-
ume of legitimate trade more efficiently, while effectively filtering out
trade that doesn’t comply with our laws.”



FOCUS OF THE HEARING:

To meet the challenge of effectively and efficiently processing the volume and in-
creasing complexity of trade in the future, CBP’s structure, policies, operations, and
modernization must support its trade facilitation and commercial enforcement func-
tions. This hearing will examine the following topics:

e Modernizing: Modernizing CBP’s Automated Commercial Environment
(ACE) is critical to supporting the increase in import volume and the suc-
cessful pre-screening of cargo. Complementing ACE is the International
Trade Data System (ITDS), the window through which 48 government agen-
cies with border responsibilities must function electronically and seamlessly.
Together, these systems will allow CBP and other agencies to process goods
more quickly and cost effectively, as well as collect and use trade data. The
hearing will focus on what is needed to process all agency requirements at
the border in the face of the ever-increasing volume of imports.

e Streamlining: CBP must find new models to manage the importing process
by streamlining the flow of legitimate trade and providing benefits through
a risk-based approach. CBP’s advance cargo data initiatives and industry
partnership programs must work together to process legitimate trade. The
Subcommittee will explore, among other things, how CBP can use an ac-
count management summary processing approach as opposed to a shipment-
by-shipment approach to facilitate trade by known and established industry
partners, increasing compliance by allowing more focus on shipments posing
greater risk.

Enforcing: Revenue collection and trade enforcement activities are critically
important missions for CBP and ICE. While the overwhelming majority of
trade is compliant with U.S. law, the agencies face increasing challenges in
revenue collection and customs enforcement as the sophistication of those
who seek to evade our laws increases. The hearing will examine whether
these agencies are meeting this challenge.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
hitp:/lwaysandmeans.house.gov, select “Hearings.” Select the hearing for which you
would like to submit, and click on the link entitled, “Click here to provide a submis-
sion for the record.” Once you have followed the online instructions, submit all re-
quested information. ATTACH your submission as a Word document, in compliance
with the formatting requirements listed below, by the close of business, Thurs-
day, May 31, 2012. Finally, please note that due to the change in House mail pol-
icy, the U.S. Capitol Police will refuse sealed-package deliveries to all House Office
Buildings. For questions, or if you encounter technical problems, please call (202)
225-1721 or (202) 225-3625.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing record. As al-
ways, submissions will be included in the record according to the discretion of the Committee.
The Committee will not alter the content of your submission, but we reserve the right to format
it according to our guidelines. Any submission provided to the Committee by a witness, any sup-
plementary materials submitted for the printed record, and any written comments in response
to a request for written comments must conform to the guidelines listed below. Any submission
or supplementary item not in compliance with these guidelines will not be printed, but will be
maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
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not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone and fax numbers of each witness.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202-225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://lwww.waysandmeans.house.gov/.

————

Chairman BRADY. Good morning, everyone. Our hearing today
will focus on three critical aspects of the Customs mission: Mod-
ernization, streamlining or facilitation, and enforcement as well as
the accurate, timely measurement of improvement in all three. I
want to welcome everyone and extend a special welcome to our
guests.

Just 100 years ago, the main function of Customs was revenue
collection revenue. For over 125 years, Customs duties were our
main source of funds. At that time, America’s imports were a mere
$153 billion a year, and duties collected totaled about $310 million.
Today the value of imported goods is approximately $2.3 trillion a
year, and duties, taxes, and fees collected on these goods bring in
almost $37 billion. The value of imports in 2011 has grown to over
four times what it was just 20 years ago.

Trade is vital to our economic engine, creating jobs and lifting
wages here at home. Today more than 50 million U.S. workers are
employed by companies that engage in international trade, and
U.S. trade represents over 30 percent of America’s economy.

In the 21st century, lowering tariff barriers and increasing
quotas is not enough. Time is a trade barrier, and streamlining
legal trade is an essential component to our competitiveness in the
global marketplace. This hearing will explore how to allocate re-
sources, develop the models, and measure progress so that we can
move the ever-increasing volume of legitimate trade more effi-
ciently and halt trade that doesn’t comply with our laws.

Customs is the air filter to our economic engine, allowing good,
clean imports to flow through, while the harmful elements are
screened out before they cause damage. To develop better tools and
measurements, I intend to move forward on a bipartisan basis to
pass Customs reauthorization legislation this year. The last time
this committee last passed a Customs bill was in 2004, and it is
long overdue.

CBP and ICE play pivotal roles to ensure that our trade agree-
ments, our preference programs, and U.S. trade laws are enforced.
The Treasury Department also plays an important role in fur-
thering CBP’s trade mission, and we depend on it to oversee CBP’s
important Customs revenue functions.

I strongly believe that for the United States to remain competi-
tive, we must have the most modern and automated Customs
structure we can realistically develop, the first component of a
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sound Customs policy. I support the modernization of CBP’s Auto-
mated Commercial Environment, which is vital supporting in-
creased imports and pre-screening of cargo. I hope the CBP has
turned over a new leaf in making ACE a reality and will quickly
operationalize the cargo release module that we have been await-
ing for some time. I understand that ACE will soon be expanded
to accommodate export processing, which today is partially an ar-
chaic paper process.

Complementing ACE is the International Trade Data System. In
working with Treasury, CBP has been leading 48 agencies in devel-
oping ITDS so that our companies deal with an electronic and
seamless one-stop government, one window at the border instead
of a morass of multiple clearance processes. These programs will
allow CBP and other agencies to more quickly and cost-effectively
grocess imported goods and to more efficiently collect and use trade

ata.

Second, in addition to automation, the sophisticated nature of
trade demands better streamlining of Customs processes, particu-
larly for low-risk importers. CBP’s advanced cargo data initiatives
and industry partnership programs must work together to better
facilitate legitimate trade. Companies that partner with CBP to im-
prove trade compliance should realize the benefits of a more effi-
cient system that create incentives for cooperation above the norm.

CBP has the potential to develop new models to facilitate legiti-
mate trade in a risk-based manner, such as through pooling exper-
tise in Centers of Excellence and Expertise as well as the Import-
er’s Self-Assessment program instead of shipment-by-shipment ap-
proaches. These models would enable CBP to focus on high-risk im-
ports and expedite low-risk shipments while leveraging limited gov-
ernment resources. I would like to maximize the role of the Office
of Trade in carrying out these functions.

The third component of sound Customs policy is collecting rev-
enue, enforcing our laws without jeopardizing legitimate trade.
While the great majority of incoming trade is materially compliant,
CBP and ICE face increasing challenges as the sophistication of
those who wish to evade our law increases. CBP and ICE have des-
ignated eight critical sectors as Priority Trade Issues to focus their
enforcement resources, such as intellectual property rights enforce-
ment, textiles, and antidumping countervailing duties.

I also want to congratulate fellow Ways and Means Committee
member Dr. Charles Boustany on his bipartisan legislation to ad-
dress evasion and underpayment of antidumping and counter-
vailing duties, and I look forward to considering it.

We also can’t forget that our trade agreements beneficially create
new obligations on our trading partners that increase compliance.
The TPP negotiations are taking this several steps further.

In conclusion, I want to emphasize that CBP and ICE consulta-
tions with this committee, with other agencies, and the private sec-
tor on its rulemakings and other major actions must be systematic
and meaningful. This hasn’t always been the case. There have been
some bumps in the road in the past, and I think that consultation
helps achieve a better product.

Today we will have a comprehensive discussion on efforts to en-
hance economic growth and job creation by facilitating legitimate
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trade modernizing Customs procedures, enforcing U.S. Customs
and trade laws in preparation for moving Customs reauthorization
legislation.

Chairman BRADY. I will now gladly yield to our Ranking Mem-
ber of the Trade Subcommittee, Mr. McDermott.

Mr. McDERMOTT. Thank you, Mr. Brady. I want to thank the
chairman for holding this meeting and thank our witnesses for
coming today. I want to start by recognizing the tremendous chal-
lenge that the CBP faces and the acting commissioner, Mr. Aguilar.
Previous commissioner appointee was not confirmed, and therefore,
Mr. Aguilar is sitting in for him in one of those situations where
you have the job but you don’t have the power, and we appreciate
what you are going through at this point.

Your agency is tasked with protecting our borders from a range
of security threats, a task that rightly became a central priority
after 9/11. The agency also has to facilitate legitimate trade in
goods across our borders, a task that is all the more complex given
the exponential rise in trade.

Since Customs was subsumed in the Department of Homeland
Security in 2002, our committee has expressed significant concern
that CBP has not met this dual mandate and pushed CBP to
sharpen its trade focus, both through statutory mandates and
through oversight. Former Commissioner Bersin and now Commis-
sioner Aguilar and key members of the CBP team have worked to
respond to our concerns, and clearly you have made real progress,
and we commend you for that.

But even with this progress, CBP is facing challenges with the
trade side of the mandate. We are working our way towards Cus-
toms reauthorization bills, so we are here today to understand the
nature and the origin of the problems and to look for solutions.

There are three areas that I hope we can focus on. One is bring-
ing the U.S. Government’s system for processing imports into the
21st century. It is, after all, the 21st century. Ensuring the CBP,
number two, is getting off the sidelines and fulfilling its obligations
to stop foreign companies from evading our trade revenue laws;
and, three, ensuring that CBP can partner with innovative compa-
nies to stop imports which undermine U.S. intellectual property.

On the development of CBP’s computer systems, the need is
clear. We ought to get off paper and onto a computer. Our current
system of processing imports is, simply put, inefficient. Importers
submit duplicative data and paper documents to CBP and other
regulatory agencies just to have their goods cleared at the port.

Now, I come from a high tech district, and just on the face of it,
this redundant paper-based system not only costs importers more
time and money as they wait for goods to clear, but it also costs
CBP and other agencies wasted time and money.

CBP’s mismanagement of ACE development hurt business. Our
economy and Congress lost some faith in CBP to get the job done.
Now I understand that in the past 2 years, CBP has taken good
steps to get ACE back on track. Today I hope to get a better sense
of how real that progress is and whether it is sufficient—significant
enough that the committee should support continued development
of the ACE ITDS system. It is—I think an electronic one-stop sys-
tem for importers would be a great trade facilitation benefit for
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businesses and over time could be a platform where CBP can fi-
nally automate a range of other programs such as drawback and
inbound cargo.

On evasion of trade remedies laws, CBP’s failure to act, even
when affected U.S. industries provide CBP with very specific infor-
mation about evasion is simply unacceptable. The purpose of AD/
CVD duties is to level an un-level playing field which is harming
our companies. If CBP does not take adequate steps to collect these
duties, CBP is allowing that harm to continue.

Finally, on protection of U.S. intellectual property, the adminis-
tration, ICE, and CBP deserve credit for the work being done at
the National IPR Center to target and stop infringing imports.
There are two areas where CBP should partner with innovative
companies to bolster this work. The first is effective implementa-
tion of a provision enacted as part of the National Defense Author-
ization Act to allow CBP to share details on products suspected of
being fakes with the right holders. The second is giving CBP the
authority to share illegal devices used to infringe on copyright
works such as video games with right holders. I hope to work with
the administration and the committee to address both of these
issues, and we welcome your testimony. Thank you.

Chairman BRADY. Thank you, Mr. McDermott. Now for our first
panel of government witnesses, the Acting Commissioner of Cus-
toms and Border Protection, David Aguilar. Kumar Kibble, Deputy
Director of Immigration and Customs Enforcement. Welcome. Tim-
othy Skud, Deputy Assistant Secretary for Tax, Trade and Tariff
Policy with the U.S. Department of Treasury. Gentlemen, thanks
for coming today. We have reserved for each of you 5 minutes.
Commissioner Aguilar.

STATEMENT OF DAVID AGUILAR, ACTING COMMISSIONER,
UNITED STATES CUSTOMS AND BORDER PROTECTION, U.S.
DEPARTMENT OF HOMELAND SECURITY

Mr. AGUILAR. Good morning, Chairman Brady, Ranking Mem-
ber McDermott, and distinguished Members of the Subcommittee.
I want to begin this morning by thanking the Members of the Sub-
committee and the Congress for your unwavering support to U.S.
Customs and Border Protection and its men and women. Your sup-
port continues to enable us to work with our private sector part-
ners to transform, do exactly as the chairman and the ranking
member stated, to transform our entry and clearance processes, the
way that we do business, and to meet our mutual and continuously
evolving needs. It is indeed an honor this morning to appear before
you today representing the thousands of men and women of the
United States Customs and Border Protection.

I would like to begin to discuss the actions we are taking at CBP
to develop a fully modern agency focused not only on protecting,
which is critically important, but just as critically important also
on promoting our national security and economic well-being well
into the 21st century. This is an exciting time of innovation and
implementation, and I want to underline implementation, at CBP,
and I, along with the men and women of CBP, are committed to
continuing our partnerships with the trade industry and furthering
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our co-creation efforts to enhance the many important initiatives
that we have undertaken.

Last week CBP held its 2012 trade symposium, its first ever on
the west coast, where we focused on many of the initiatives trans-
forming the way that CBP approaches the trade operations with
the trade community and especially with other government agen-
cies. We are charged with some of the most critical parts of Amer-
ica’s economic and physical security.

In fiscal year 2011, CBP processed nearly $2.3 trillion in trade.
We operate at 329 ports of entry and process over 100 million cars,
buses, trucks, trains, vessels, and aircraft arriving at our ports of
entry every year. We move more than 28 million commercial ship-
ments arriving via air, sea, and land, 250 million more arriving in
small parcels via express carriers and mail.

With such a large and growing volume of goods and people cross-
ing our borders, CBP must perform its responsibilities efficiently to
avoid delaying shipments or increasing costs and causing inefficien-
cies for U.S. businesses. It is essential that we stay agile in mod-
ernizing our processes and methodologies, especially as we face a
world of increased trade volumes and the rapidly escalating com-
plexity of modern trade.

Going forward, my focus on trade policy centers on several strat-
egies and six key themes aimed at transforming as to how CBP
carries out its trade and security missions. Specifically, those
themes are consistency and harmonization; modernization of our
processes and IT technology capabilities; building up the trust-
based programs that have been so successful; co-creation with the
trade industry on how we move forward; bidirectional education
where we learn from the trade and the trade learns from us as to
how we operate so that we can align, synergize, and dovetail at
every opportunity; and lastly, trade enforcement and revenue col-
lection, bringing substantive meaning to the enforcement and the
revenue collection of our responsibilities.

Building a consistent approach across commercial ports and be-
tween Federal agencies will allow us to increase data sharing, re-
duce duplicative data filing, and reduce regulatory barriers to effi-
cient cargo release. We have focused our efforts on the creation and
implementation of things such as the Centers for Excellence and
Expertise.

In October of 2011 CBP established two of these centers: One for
pharmaceuticals, one for electronics. I recently announced just last
week the expansion of two additional Centers for Excellence and
Expertise, one in the petroleum, natural gas, and minerals arena,
and the other in the automotive and aerospace arena. All four of
these centers bring to bear all of our trade expertise on a single
industry, on a single sector of industry in one strategic location.
The centers are virtual, a mix of virtual and physical collocation
that are staffed with trade disciplines and positions using our ac-
count management principles to authoritatively facilitate trade
issues. Ultimately, they provide one-stop processing to lower the
trades cost of business and enhance CBP’s enforcement efforts.

Our most visible modernization effort is transition from ACS to
ACE to automate and streamline the clearance and collection proc-
ess. In March, we announced the completed development and suc-
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cessful deployment of ACE rail and sea manifest, capabilities to all
direct arrival rail and seaports through ACE.

We are also seeing significant progress on our simplified entry
cargo release program, which is another successful result of our co-
creation efforts. Approach to modernizing our trade operations is
critical in co-creation. Simplified entry provides importers with a
chance to file earlier in the process with a streamlined filing which
can be amended. This is a first-time ever capability that has been
provided to the trade industry.

Additionally, we continue to work towards establishing a com-
prehensive trusted trader program, specifically to strengthen co-
creative program such as the Air Cargo Advance Screening, C—
TPAT, and the Importer Self-Assessment program. We are working
closely with the other agencies that are so critical to our successes.

As we move forward, I think it is important to reiterate those
themes. Our economy grows stronger when the way we do our job
is more compatible with today’s business practices. Our partner-
ship with the Congress, the trade community, and other govern-
ment agencies is critical to strengthening our Nation’s economic
prosperity and national security.

I thank the committee again for the opportunity to appear before
you today, and I will look forward to continuing our work together,
our partnership, and to answering any questions that you might
have of us.

Chairman BRADY. Great. Thank you, Commissioner.

[The prepared statement of Mr. Aguilar follows:]
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Introduction

Chairman Brady, Ranking Member McDermott, and distinguished Members of the Trade
Subcommittee, | am pleased to appear before you today with Deputy Assistant Secretary
Skud, and Deputy Director Kumar Kibble. My name is David Aguilar, and 1 am the
Acting Commissioner for U.S. Customs and Border Protection (CBP). [ am delighted to
discuss my commitment to CBP’s trade mission and the actions we are taking at CBP to
develop a fully modern trade agency focused not only on protecting but ais@

promoting our national and economic security well into the 21 Centh@

>

I want to begin by thanking the Committee for its unwa@ support to CBP. Your
support is enabling us to work with our private se;&v' partners to transform our trade
processes to meet our evolving needs. (bA

N
From its inception by the fifth act a\\c first congress, Customs has been charged with
collecting revenue and dutics@ products entering the U.S. More than 220 years later,
and as we approach cu@ anniversary as CBP, our trade role is more complex than
ever before, and our responsibilities. Of course, CBP has a vital role in preventing
a terrorist @Qom occurring within our borders. And we have been very vigilant in
pursuing this mission. But CBP also has a critical role in the global marketplace,
facilitating trillions of dollars in legitimate trade while enforcing U.S. trade laws that

protect the economy, the health and the safety of the American people.
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CBP is charged with some of the most critical parts of America’s economic and physical
security. With that comes the requirement that we stay agile by modernizing our
processes and methodologies, especially as we face a world of increased trade volumes
and the rapidly escalating complexity of modern trade. CBP has taken a number of very
important steps to transform itself to meet the demands of trade in the 21*' Century, and 1
look forward to sharing these efforts with you.

.(Q
First, I would like to provide the Committee with a sense of the key ﬂq%?s of CBP’s
approach to its critical trade mission and then explain the corﬁtﬁ&l\ples that inform our
mission priorities. We are striving to create trade proces%%!at are consistent and
harmonized across operations at all ports of entry ;\th\a U.S. importers and exporters
can operate in an environment defined by prei‘ﬁtability and uniformity. We are
developing systems and processes that @nize and reflect the operational realities of
modern business. We are workin, ;\}stablish a comprehensive trusted trader program
that encompasses all aspects @compliance. We are committed to close and continued
cooperation with the tr&ommunity to jointly create trade initiatives that are relevant
and responsive t@aﬁmic trade business practices. We are dedicated to enhancing the
knowledg@ills of our workforce by working with the trade community to deepen
our understanding of the way business and industry operate in the ever changing global
marketplace. Finally, we are working closely with our federal partners and the import
community at the border to ensure that we are aggressively enforcing our trade laws and

collecting the correct revenue with all due diligence.
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To establish the foundation for a more modern CBP, well equipped for future challenges,
we are now focusing on the creation of Centers for Excellence and Expertise (CEE). The
CEEs will fundamentally transform the way CBP approaches trade operations and works
with the international trade community by expanding efforts 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.
To ensure that our automated systems are capable of handling the increasin@lumcs of
data that flow through the global trade environment, CBP is t'ocusin@o\Quccessfully
managing the transition from the legacy Automated Commcr(;.ia/]@gtem (ACS) to the
Automated Commercial Environment (ACE), a modem,@l\{ble system that provides
efficiency and transparency to the trade communig‘m&i he government agencies that
regulate border activities. We will utilize the GEEs and ACE to create simplified entry
and financial processes to minimize the@@% doing business. Working with our
partners in the trade community, . addressing key areas, like redefining the role of
the Customs Broker as a criti@ partner in managing the ever-increasing volume and
complexity of trade an@ising our trusted trader programs to reflect current business
realities. To cnw@%dictablc and efficient clearance of cargo, we are also working
very closeI@\wr federal agency partners to develop shared approaches to risk
management and compliance activities. We are revitalizing our trade enforcement and
revenue collection activities by aligning efforts with our partners in ICE Homeland
Security Investigations (HSI) to expand the scope of the National Intellectual Property
Rights Coordination Center (IPR Center) to cover commercial fraud enforcement, a

critical responsibility for the protection of U.S. domestic industry.
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Consistent and Harmonized Modern Trade Processes

Efficient and effective processing of goods and people to and through the United States is
a crucial part of CBP’s trade mission — to support our Nation’s economy, promote job
growth and help our partners in the trade community remain competitive in a constantly
evolving world economy. In 2011, CBP processed nearly $2.3 trillion in trade —a 10.5
percent increase over Fiscal Year (FY) 2010. We operate 329 ports of entry, and process
over 100 million cars, buses, trucks, trains, vessels and aircraft arriving at /ithin our
borders each year. We move more than 28 million commercial Shiplh(% arriving in air

and maritime cargo, and 250 million more arriving in small p ia express carriers
/\ %

With such a large and growing volume of gotﬁand people to process, CBP must

and mail.

perform its responsibilities efficiently t@old delaying shipments, increasing costs and
creating inefficiencies for U.S. bu@}s. Indeed, modern business practices often rely on
“just-in-time™ delivery; del@n necessary shipments of products can derail or shut

down business. Asa r@ we are actively implementing programs to integrate our

processes into m@' business operations.

Collaborative Integration of Trade Processes

Increasing our knowledge of global trade practices is vital to our modernization efforts.
We conduct extensive outreach with the trade community to develop strategies to
integrate and harmonize private sector trade practices with CBP’s processes to expedite

trade. This outreach has led to the development of our “bi-directional education™ and
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“co-creation” initiatives, which institutionalize our commitment to increase our

understanding of business operations and encourage partnerships with the private sector.

“Bi-Directional Education”
Indeed, “*bi-directional education” efforts with the trade community have enabled CBP to
improve its understanding of how modern trade works. But we need to continue learning
more about each other and the challenges we both face as economic and %Ib@realities
continue to change. We believe CBP has an ongoing responsibility 1d efficiencies
into our trade processes to drive down transaction costs for uﬁf@
N

Q
In October 2011, CBP established two CEEs withj our ffice of Field Operations, to
increase uniformity of practices across ports (&nlry, facilitate the timely resolution of
trade compliance issues nationwide, an@t importantly, strengthen the agency’s
knowledge of key industry praclicé‘;\\}l‘ he CEEs initiative is a transformational concept.
It was initially recommended@ the Advisory Committee on Commercial Operations of

Customs and Border P@xion (COAC), and we have acted aggressively on their
>

Of our two current operating CEEs, one focuses on information technology and consumer

proposal.

electronics, and the other addresses pharmaceuticals, health and chemicals. I recently
announced the opening of two additional CEEs. One, focusing on the automotive and
aerospace industries will be based in Detroit. The other, based in Houston, will focus on

the petroleum, natural gas and minerals industries. | would be remiss if I did not mention
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the significance of the $3 million included in the President’s Budget for the Centers of
Excellence and Expertise. This funding will be used to provide for software, tools, and
equipment to allow for virtual interaction and collaboration with the private sector, other
agencies, and within CBP; investment in bi-directional training to develop industry
expertise; and resources for outreach and collaboration with the private sector on CEE
operations and activities. The CEEs are a priority for us and further demonstrates CBP’s
commitment to the synergies of our risk-based trade facilitation and en forc@ﬂ
missions. I\Q

>

U

The CEEs represent CBP’s focus on transforming our CL@S procedures to align with
modern business practices. By having the centers}‘cn&s on industry-specific issues, CBP
is able to concentrate its trade expertise on sir%e industries and provide tailored support
to unique trade environments. Today, r@red import documents for trusted partners
within the electronics and pharma@al industries are routed to their respective CEE.
While revenue collection co@ucs to be carried out at the ports of entry, the centers will
perform all validation @ties, protests, post entry amendment/post summary correction
reviews, and prind&lcsure validations for the trusted partners within their industry.
<&
Because of their dynamic role in trade facilitation, the CEEs are able to play a more
strategic role in trade enforcement. By focusing industry expertise in the CEEs, they are
better able to work collaboratively on specific enforcement issues. To this end, the CEEs
represent a strategic vision for trade enforcement, as they are able to partner with the

industry to better identify threats. In turn, the approach to trade processing at the new
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centers will reduce costs for the trade community, facilitate legitimate trade through risk

segmentation, increase agency expertise and deliver greater transparency and uniformity.

Because of the protocols developed in our CEEs, we have been able to react as soon as
we receive information about potentially counterfeit and/or harmful medicines that might
enter the country. The Centers are working with a number of partners. For example,
they collaborated with ICE/HSI on an enforcement action against an indivi@'cha