
months of the Importer Security Filing
(ISF) program, trade specialists on the
front lines of ocean freight transportation
say the numbers gloss over how vulnerable
these companies will be when the current
grace period ends and the agency goes to
full enforcement in January.

Major challenges are that small busi­
nesses do not have representatives or
contacts in foreign countries to track down
the necessary information, are hampered
by working in a different time zone, and in
many cases do not even know the primary
manufacturers used by the wholesale buyers
with which they place orders.

Many mom-and-pop retailers are still
not aware ofthe requirement or mistakenly
believe their customs broker will take care

of the documentation without any effort on
their part, according to industry officials.
Also of concern is the potential cost of infor­
mation technology systems and filing fees.

Rose-Marie Miller, owner of Atlanta­
based JRM International Forwarding Inc.,
said she's worried whether small importers
will be able to cope with the new regulation,
and how her company will be effected if
they decide sourcing products from foreign
destinations is no longer worth the hassle.

"I'm on the side of Customs. I under­
stand the initiative and I don't want it to

fail. But the initiative itself makes it very
difficult for small importers to provide the
information in a timely manner, especially
if they use an NVO (non-vessel operating
common carrier), because often the vessel
has sailed before you get the information.

"And the NVOs are maybe not as moti­
vated to take care ofthese little importers"
who book 25 to 50 containers or less per
year, she said.

ISF requires importers or their agents to
electronically transmit, 24 hours prior to
vessel lading in a foreign port, 10 types of
data identifying where a container originat­
ed, the cargo contents, the consolidator and
buyer. Carriers subsequently must provide
two additional data fields - hence "10+2."

CBP isnot issuing penalties for inaccurate
or late filings during the first year to allow
industry to develop the infrastructure and
process for gathering and filing the data.
It has urged importers to start filing ISFs,
even if they don't have all their systems in
place, so that companies can learn from
their mistakes.

Contrary to expectation, the vast majority
of companies filing ISFs so far are small
and medium-size enterprises (SMEs). Of
the 52,000 importers, brokers and freight
forwarders that have submitted an ISF,about
50,000 have come from the small to mid-size
business category, according to CBP figures.

ISF Program Manager Richard DiNucci,
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'10+2' compliance
poses special challenge

for small importers

lngbefore u.s. Customs implemented in

January its "10+2" rule for cargo security

urposes, small and medium-size import-

ers feared complying with the stringent

advance import data filing requirements

could put them out of business.

Although Customs and Border Pro­

officials are encouraged that

smaller-type importers have

actually proven to be the most

involved sector during the initial
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located in some cities, to help get out the
word about "10+2."

"You have to look at where these people
get their information and start developing
new channels. It will take time, but you
need to be creative," she said.

Susan Kohn Ross, international trade
counsel for Mitchell Silberberg & Knupp,
said in an interview that small and mid-size

enterprises are "completely beholden to
whoever their service provider is," com­
pared to large companies that can develop
their own information technology links
and often have their own representatives
in the city of origin. ISF success for any
company largely depends on the quality
of the broker's or forwarder's overseas

agents, and how well they communicate
with each other.

One recommendation making the
rounds, she said, is for CBP to follow the
model ofthe Census Bureau's Foreign Trade
Division, which has a Web-based data en­
try alternative for transmitting electronic
export information to its Automated Export
System called AES Direct; and the Food
and Drug Administration's Web-based
PNSI system for shippers to provide prior
notice of food imports.

Companies currently file the ISF through
the agency's Automated Broker Interface or
Automated Manifest System. As with AES,
the systems require the regulated entity to
create a computer program to interchange
electronic data between their computers
and Customs.

Ultimately, the responsibility to be aware
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"I think what we're seeing is that small
and mid-market companies that are cur­
rently filing are doing so because they
work with brokers who are larger and
traditionally have been proactive on trade
compliance and regulatory issues. They've
been doing outreach to their customers and
as aresultthose businesses are being pulled
into the ISF filing.

"When the larger brokers have pretty
much exhausted their outreach efforts to

their existing small business base, I think
we'll see those numbers level off. Then all

those small and mid-size companies that
don't work with proactive filers, those are
the ones that are going to be problems come
January," she said after the meeting.

The difficulty is that no one knows how
many importers and brokers are still in the
dark because the traditional channels for
outreach don't work for them.

To reach further down and increase
awareness among small brokers and import­
ers that are not as engaged in regulatory
matters, CBP plans to distribute brochures
and hang posters about the pending" 10+2"
deadline at customs houses where brokers

often walk in to manually submit import
declarations, DiNucci said.

The brochures, which were undergoing
internal review as of early June, spell out the
requirements in simple, concise terms that
are easy to understand and contain contact
numbers to obtain further information.

Lobdell suggested that CBP should
also collaborate with the Small Business
Administration, which has traditionally
focused on exports, small business trade

at a May 6 meeting of the Commercial
Operations Advisory Committee (COAC),
attributed the good participation so far to the
agency's extensive number of educational
seminars at various U.S. ports, as well as ap­
pearances at industry
conferences, and the
likelihood that smaller

companies have less
of a compliance chal­
lenge because their
supply chains are not
complex.

CBP's results are
consistent with the DiNucci
findings of arecent survey of more than 220
companies conducted by American Ship­
per and trade compliance consultant BPE.

In fact, the study shows that smaller com­
panies are managing to file all their ISFs,
while large companies are struggling to do
so. The survey also indicated that smaller
companies have a higher confidence level
in the timeliness, accuracy and complete­
ness of their filings right now, but express
less certainty about their ability to meet the
2010 enforcement deadline compared to
their larger brethren.

"The concern is if

this isthe best they can
do," BPE President
Beth Peterson said.

An importer that is
able to successfully
file ISFs for three­

quarters of its ship-
ments, for example, Peterson
can expect penalties on the remaining
shipments once enforcement begins.

"Then they're out of business. If they
have to pay a penalty of $5,000 for every
import they do, how can a small company
survive?" she said.

How one defines a small-to-medium-size

company can also colorresults. Small com­
panies were labeled in the survey as having
less than $100 million in annual revenue,
while mid-size firms were characterized

as having less than $1 billion in revenue.
Some consider a small business as one that
has 500 employees or less. CBP categorizes
an importer's size based on its volume of
customs entries and ISF submissions, a
spokesperson said.

COAC member Karen Lobdell, director
of trade security and supply chain services
for Chicago-based law firm Drinker Biddle
& Reath, cautioned that most small trad­
ing firms complying so far probably have
their documentation filed by agents who
are active in trade associations or large
trade management firms who stay on top
of customs issues and have engaged their
customers to prepare for "10+2."
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