Cugoms policy regarding identification of ultimate consgnee

In an interna memorandum dated August 9, 2004, U.S. Customs provides an amendment
to the current reporting requirements for identifying ultimate consignees at the time of

entry or release. Included in the memorandum are clarifications as to the type of
identification required, and some gtrict guidelines for enforcement of the new policy.

The Northern Border Customs Brokers Association, for which PBB serves as chair of the
Customs Commiitteg, is attempting to gain darification from Customs on certain technica
issues related to the memorandum. In the meantime, we offer the following summary for
those customers that import into the U.S. and need to know how the new policy will

effect ther import operations.

Definitions

The ultimate condgnee is defined as:
The party in the United States to whom the shipper sold the merchandise (i.e., the
U.S. buyer);
If the merchandise has not been sold at the time of entry or release, the party to
whom the shipper consigned the merchandise (i.e.,, the U.S. consignes);
If the merchandise has not been sold or consigned to a U.S. party, the proprietor
of the U.S. premises to which the merchandise is to be ddlivered.

There exigt three methods of ultimate congignee identification:
1. The ultimate consignee' s identification number (the Internad Revenue Service
(IRS) employer identification number(EIN), or socid security number (SSN));
2. The ultimate consgnee' s Customs-issued identification number;
3. The ultimate consignee’ s name and address.

The new policy

The August 9 memorandum sets policy as to how the ultimate consignee must be
identified for Customs clearance. The requirements vary by type of entry, and are as
follows

Formal entries: The ultimate consgnee' s identification number (IRS EIN or SSN) is
required.

Informal entries. Either the ultimate condggnee s identification number (IRSEIN or
SSN), or its name and address, are required. However, if no identification number is
provided, the entry will not be processed as “paperless’, and so clearance may be
delayed.

Consolidated entries (Sngle entries containing multiple ultimate consgnees): IRSEIN
or SSN is required for those portions valued $2,000 (US) and over, while the name and
address will suffice for those portions vaued less than $2,000 (US).

A Cugtoms-issued identification number may only be used in the limited instances where
the ultimate consgneeis not based inthe U.S,, and isvery rarely dlowed. An exception



might be under atemporary importation bond where “tools of the trade” accompany a
nortU.S. worker.

The memorandum indicates that the new policy will be effective October 1, 2004. After
that date, shipments lacking the required ultimate consgnee identification will not be
allowed to enter the U.S.

What this means for our cusomers

Customs invoice requirements aready include the full name and complete address of
each U.S. ultimate consignee. Our customers will need to ensure that the IRS EIN or
SSN isaso noted on or with the invoice, at the very least for forma entries.

Although EIN or SSN istechnically not required for informa entries, Customs has
indicated that entries lacking thisidentification will not be processed as “ paperless’ and
clearance may be delayed and/or subject the entry to a more manud, cost-intensve
process. Further, it can be difficult to determine in advance whether a shipment will
require forma or informa entry. For these reasons, we strongly suggest that the IRS EIN
or SSN be included on or with the invoice asanormd business practice. Additiona
codts resulting from shipments lacking the required information must be passed on to our
customers.

Cusgtoms indicates that failure to provide the required information will mean that the
shipment will not be alowed to enter the U.S.

Findly, our customers should be aware of another two important changes coming from
Customs concerning shipment releases. The 100% classfication at time of release
requirement (also effective October 1), and the advance dectronic cargo information
rulesfor truck shipments (effective November 15), should be considered in combination
with the new ultimate consignee policy. By November 15, customers requiring clearance
of truck shipmentswill be responsible for providing complete documentation, including
tariff classfication and IRS number (EIN or SSN), to PBB severd hoursto oneday in
advance of arrivdl.

For more information, please see the related articles and documents:

Advance Electronic Cargo- Truck

Mandatory 100% HTSUS Classfication

US Customs' letter concerning 100% HTSUS classification

Federd Regigter Notice concerning Advance Electronic Cargo Information for

trucks

Cugtoms' internd memorandum concerning identifying ultimate consgnee

PBB’s letter to dients SUBJECT: URGENT: 100% Classification & ID Number,
October 1; PAPS, November 15



