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Jaime Seidner principal, Tradewin
Canada - A Division of Expeditors
Canada Inc.

Jaime Seidner is the author of the
Customs Practice Notes column for
the Canadian Institute of Chartered
Accountants (CICA). The column ap-
pears sixtimes per year. This article
is distributed with permission from
the CICA. The content of this article
is intended to provide a general
guide to the subjea matter. Special-

ist advice should be sought about
your specific circumstances. Ques-
tions relating to this article should
be addressed diedly to the author.

The footnotes cited in this article are
available on our Web site &:
www.iecanada.@m/ members_only/
tradeweek/footnotes/
06_vol.117.12_seidner_botnotes.pdf.
M any Canadian businesses are
inadvertently opening them-
selves up to U.S. regulatory compli-
ance issues without realizing it. In
today’s NAFA world, commer cial
arrangements often require Cana-
dian businesses to deliver merchan-
dise directly to U.S. customers and

thus assume the attendant U.S. Cus-
toms compliance risks.

Aside from the customs risks, acting
as the U.S. importer of record raises
other taxation concerns. Canadian
businesses are under pressure to act
as U.S. importers of record, which is
at times a requirement of their U.S.
customers. Nonetheless, Canadian
exporters that have the luxury of
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|.ECanada’s 75th Annual Conference

Pease mark your calendars for
|.ECanada’s 75th annual confer-
ence, which will be held from Octo-
ber 23 to 25, 2006.

This special conference, which will
mark the beginning of the
assodation 's diamond anniversary

year, will take place atthe
Doubletree International Plaza Hotel
Toronto Airport, 655 Dixon Road,
Toronto. Sponsorship information is
available on our Web site
(www.iecanada.cmm).

We hope to see you in October!

Board Members

I.E.Canada is pleased to announce
the addition of six individuals to
our board of directors. The follow-
ing members were elected to our
board of directors at our annual
general meeting on Tuesday, June
20, 2006.

« John Bescec, Canada trade compli-
ance and policy manager, Microsoft
Canada

« Ron Laitar, director of operations,
Treadway Exports

« Jerry Mancini, president, Dole
Foods of Canada Ltd.

« Darrel Rearson, senior partner,
Gottlieb & Pearson

» Jamie Seidnet principal, Tradewin
Canada - A Division of Expeditors
Canada Inc.

« Tracey Speares, manager of inter-
national imports, regulatory com-
pliance and logistics customer sup-
port, Winners Merchants Interna-
tional, LP

John Bescegs Canada trade com-
pliance and policy manager at
Microsoft Canada.

He s responsible for all aspects of
Canadian Customs laws and regula-
tions and their impact on Microsoft
Corp. and Microsoft Canada’s re-
lated trade activities. John develops
and implements the customs com-
pliance operational process and
documentation for Canada to en-

Board Members oont’d on pg. 4
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choosing whether or not to act as
U.S. importers of record may wish
to think twice before they agree to
take on a potential risk that could
possibly be avoided in the first
place.

The Benefits

Foreign exporters, such as Canadian
businesses, that wish to apply for
expedited cargo release of their
shipments to U.S. customers often
end up acting as U.S. importers of
record. Although acting as the U.S.
importer of record will eventually
create opportunities for expedited
cargo release, it also generates an
obligation for the foreign exporter
to exercise “reasonable care” or due
diligence in its import affairs.

Expedited clearance benefits under
U.S. Customs and Border
Protection’s Customsdrade Rartner-
ship Against Terrorism (C-TPAT) Po-
gram are only available to Canadian
exporters that are also U.S. import-
ers.

U.S Income Tax Gonsequences
Non-residents engaging in “U.S.
trade or business” may be subject to
filing requirements of the Internal
Revenue Service (IRS). For example,
if a Canadian-based business deliv-
ers goods to a U.S. resident and acts
as the U.S. importer of record, the
act of making the merchandise
available in the U.S. may be consid-
ered U.S. source income for IRS pur-
poses. Therefore, the income could
be subject to U.S. federal taxation.
The potential risk trigger in the

above example is that U.S. import-
ers are registered with Federal Em-
ployer Identification Numbers
(FEINS). In conjunction with the fil-
ing and submission of the Customs
Form 7501 (Declaration), the FEIN
may be considered proof of activity
in the U.S. and could be considered
engaging in “U.S trade or business’

Other considerations in determining
“U.S. trade or business” for federal
income tax purposes are:

1.Wheretitle passes; and
2. If orders are received in the U.S.

Tax Treaty Potection

The U.S. importer of record that is
claiming protection under a U.S. tax
treaty should consider filing Treaty
Return & Disclosure if the company
discloses itsTax Treaty position to
the IRS2 A Treaty Return and Dis-
closure is required for a foreign
corporation that is engaged in a
trade or business in the U.S3

Claiming Tax Treaty Benefits

A U.S. non-resident importer that
does not owe tax as the company
has claimed a treaty exemption and
there was no withholding at source,
must still file to demonstrate that

the income was exempted by treaty.

Potential Penalties for Non-Filers
If a U.S. non-resident importer takes
the position that any U.S. tax is
overruled or otherwise reduced by
a U.S. tax treaty (a treaty-based po-
sition), that taxpayer generally must
disclose that position by filing the
appropriate return and disclosure.
Failure to file a Treaty Return and
Disclosure may result in both penal-
ties and a tax assessment.

Concluding Analysis

In closing, a foreign exporter that is
contemplating being the U.S. non-
resident importer must assess the
costs and the benefits of acting in
this capacity. A wise US non-resi-
dent importer will ensure that all
compliance requirements are un-
derstood and will consider a struc-
ture that will enhance compliance
with all requirements. In addition to
the federal income tax issues out-
lined above, acting as the U.S. im-
porter of record may give rise to
taxation issues in individual states
and municipalities.

Local authorities are not obligated
to follow a tax treaty in determin-
ing liability for sales and they use
taxes andthe like. To this end, act-
ing as the U.S. non-resident im-

porter may generate state income
tax nexus, franchise and/or property
tax issues and or other state and lo-
cal taxes for the U.S. non-resident
impor ter.

Jaime Seidner has close to 20 years
of government and industry experi-
ence in customs and international
trade. He is the practice leader for
Tradewin Canada, the consulting

arm of Expeditors Canada Inc. Prior
to joining Tradewin, he worked for
nearly ten years in the trade and
customs practices of two “Big Four”
public accounting firms in both
Canada and the United States. Prior
to his time in consulting, Jaime
gained practical experience working
for Customs as a senior commercial
customs inspetor, an import com-
modity specialist as well as a project
officer on the customs accounting
team at headquarters. Jaime has
also held positions in the Excise
Branch, The Queers Pivy Guncil
Office and the Australian Depart-
ment of Foreign Affairs and Trade at
the Embassy in Paris, Francéie is
licensed as a U.S. Customs Broker and
is certified in both the U.S. and
Canada as a Certified Customs Spe-
cialist (CCS).

Jaime can be reached at (905) 290-
3832 or jaime.seidner@tradewin.net.

Notice

hen importing shoes in

Canada, a company making
false declarations by omitting to in-
clude in the transaction value the
packing costs and charges violates
the law. Moreover, it practices un-
fair competition detrimental for
honest companies.

This company is exposed then to the
risk of criminal prosecutions which
can harm its good management

and its image. Its directors also ex-
pose themselves to the same risks
and, in the event of criminal record,
their access to the territory of some
countries can be limited.
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Shipping and Trade

Leo Ryan

Shipping and Trade Horizons, a
Tradeweek ®lumn, is produced by leo

Ryan. The column addresses Canadian in-

dustry issues and trade developments of
interest to our members.

Carrier Merger
Hurts Fraser River
Port

tting it in succinct terms, Fraser

River Port’s loss has been
Vancouver’s gain. The Port of
Vancouver has seen its ontainer ized
cargo climb sharply following the
recent transfer to its terminals of CP
Ships volume previously handled at
nearby Fraser River Port.

The valuable box traffic has moved
to Canada’s largest port as a esult
of Hapag-Lloyd's take-over of CP
Ships.It's atough blow f or Canada’s
fastest-rising port that, in recent
years, has soared to second place
among Canadian ports after
Vancouver with total cargo of nearly
39 million tonnes versus 22 million
tonnes in 2001.

“The merger has definitely driven
growth in our numbers,” says Scott
Galoway, director of trade develop-
ment for the Vancouver Fort Au-
thority (VPA). Cumulativ e figures for

Horizons

the first five months of this year
show Vancouver box thr oughput

up by 20 per cent at 844,272 TEUSs.
Such gowth, however, is not ex-
pected to hold for the whole year.

Member carriers of the Grand Alli-
ance, including Hapag-Lloyd, call at
Vancouver’s Deltaport and Vanterm
terminals operated by TSITerminal
Systems. CP Ships was a leading
customer of Fraser Surrey Docks,
which has taken a big hit and has
laid off about 30 per cent of its
workforce since the last CP Ships
vessel bethed there in February.

On both Asia Pacific and South
America services, CP Ships vessels
had called regularly at Fraser Surrey
Docks, whose box throughput rose
by 17 per cent to 373,000 TEUs in
2005.

Earlier this year, Fraser Rier port
officials indicated that the fresh wa-
ter port would likely experience a
reduction in container business in
2006 as a result of recent carrier
consolidations and service adjust-
ments. This has proven to be the
case.

“The re-deployment of the CP Ships
vessels means we have lost about
70 per cent of our container busi-
ness” acknowledged Bil Wehnert,
vice-president of sales and market-
ing, Fraser Surrey Docks.

“But not all is gloom and doom,” he
said, pointing to the continued
strength of the traditional

breakbulk business.

“Even though vessels are getting
bigger and we can only accommo-
date Panamax-sized vessels,” contin-
ued Wehnert, “w e are promoting
this port as a great place for a
trans-Pacific operator interested in
establishing a Pacific North West ex-
press sewice. We hope this can be-
come a reality within ay ear”

Over the past few years, Fraser Sur-

rey Docks and the Fraser River Port
Authority have invested some
C$190 million in upgrading the
container facility and building an
intermodal yard, increasing capacity
to 415,000 TEUSs.

Observers consider that Fraser River
Port has a number of strings in its
bow to bounce back, as illustrated
by a current dramatic increase in
steel cargo and its substantial
shortsea shipping coastal traffic
generated by the B.C. forest indus-
try. The biggest mover of Asian im-
port automobiles in Canada, the
port is also connected to three rail-
roads for reaching markets in North
America.

Member Profile

PR

VANCOUVEHR

The Port of Vancouver has been
a member of |.E.Canada since
January 1, 1992.

The Port of Vancouver is Ginada’s
largest and busiest port, trading $43
billion in goods with more than 90
trading economies annually. The Port
of Vancouver isthe most diversified
port in North America, comprising 25
major marine cargo terminals that fa-
cilitate trade for Canadian importers
and exporters.

The Vancouver Port Authority (VPA) is
a non-shareholder for-profit corpora-
tion, established by the Government
of Canada in March 1999 pursuant to
the Canada Marine Act and is account-
able to the federal minister of trans-
port. The VRA is responsible for ad-
ministering the lands and water that
comprise The Port of Vancouver.

The Vancouver Rort Authority repre-
sentatives can develop customized so-

Vancouver Port, ont'd on pg. 5
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sure compliance with regulatory re-
quirements. John is the lead regula-
tory contact for Microsoft in
Canada. In his position, he monitors
and influences the direction to be
taken by Microsoft with govern-
ment on trade initiatives and pro-
gramsthat affect the company’s
business interests.

Before joining Microsoft Canada in
March 2005, John was the senior
vice-president of I.E.Canada and
managed all operational aspects of
the association.

John Bescec, Canada trade compliance
and policy manager, Microsoft Canada

Ron Laitaris the director of opera-
tions at Treadway Exports, North
America’s largest independent tir e
exporter. Before his appointment as
the director of operations 10 years
ago, Ron was the traffic manager
for three years and the manager of
operations and distribution for 12
years. (He has been with Treadway
Exports for 25 years.)

Asthe director of operations, Ron’s
responsibilities include: distribution
warehouses; staffing, systems and
procedures; North American cus-
toms procedures, regulations and
documentation; NAFR doauments
and regulations; freight forwarding;
logistics, inventories and computer

systems; the supervision of a Class-A

Canada Customs BondedwWare-
house, tire standards requirements;
international import regulations

and restrictions; and purchasing. He
is also involved in corporate plan-
ning.

Ron Laitar, director of operations,
Treadway Exports

Jerry Mancini is the president of
Dole Foods of Canada Ltd. and the
general manager of Dole Packaged
Foods Canada. Before becoming the
general manager seven years ago,
Jerry was the director of operations
as well as the director of marketing
and sales at Dole.

After graduating from Ryerson Uni-
versity in 1985, he worked with
Dave Nichol at Loblaws for three
years developing President’s Choice
products. Jerry was the director of
category management at Loblaws
when he left the food retail chain to
assume responsibility for logistics
management for three years at
Sterling Drug Ltd., a manufacturer
of prescription drugs. He also
worked for Lehn & Fink, where he
was in charge of operations for six
years.

Jerry Mancini, president, Dole Foods of
Canada Ltd.

Darrel Pearsonis a senior partner
of the law firm of Gottlieb &
Pearson.

He is a frequent speaker at seminars
in Canada and abroad on trade law
issues and is a frequent contributor
to publications concerning customs
and international trade. He advises
clients on a range of issues related
to customs, such as customs valua-
tion and transfer pricing, tariff clas-
sification, origin and tariff prefer-
ences duty relief, goods and ser
vices tax, various aspects of free
trade agreements and customs
compliance. In addition, he advises
clients on unfair trade disputes
(dumping, countervail, and safe-
guard actions) involving a wide ar-
ray of goods imported into and ex-
ported from Canada. He has exten-
sive experience in administrative
law, judicial review and appeals.
Darrel has appeared before customs
and international trade tribunals,
NAFRA Ranels, the Federal Court of
Appeal, and the Supreme Court of
Canada, and has dso saton NAFRA
Panels.

Darrel is counsel to a number of
|.ECanada’s trade committees. He re-
ceived a B.Sc. from the University of
Toronto in 1975, an M.BA. from York
University in 1977, and an LL.B. from
the University of Windsor in 1980.

Darrel Rearson, senior partner, Gottlieb
& Pearson

Board Members cont’d on pg. 5
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Jaime Seidneris the principal in
charge of the Tradewin Canada cus-
toms consulting practice. Tradewin
is a division of Expeditors Canada
Inc.

Jaime is primarily involved with
North American cross-border cus-
toms issues and specializes in U.S.
and Canadian customs compliance
planning and duty saving strategies.
In addition, he provides customs
support on various accounting,
transfer pricing, international tax as
well as direct and indirect tax
projects.

In addition to his North American ex-
perience, Jaime has worked on a
wide range of customs projects with
local customs and tax practitioners
throughout the world.

Jaime is @-vice chair of .ECanada’s
Security Committee and has also pre-
sented at a number of |.ECanada’s
conferences and seminars across
Canada over the years.Jaime is a
Certified Customs Specialist in both
the United States and Canada and a
licensed U.S Customs Boker. Piior
to entering the consulting world,
Jaime worked in various capacities
with Canada Customs.

Jaime Seidner principal, Tradewin
Canada - A Division of Expeditors
Canada Inc.

Tracey Spearess the manager of
international imports, regulatory
compliance and logistics customer
support at Winners Merchants Inter-
national, LPTracey has been inthis
position for three years.

Tracey povides leadership to 17 as-
sociates and has three direct re-
ports. Her responsibilities include
the development of associates and
the overall management of the
company’s internationa | impor ts
into Canada. She redefines business
processes and partners with other
departments to enhance supply
chain efficiencies. She develops
short and long-term strategies that
are aligned with c orporate strategy.
She trains merchants on various as-
pects of compliance and logistics
and sets key performance indicators
to measure performance, standard
operating procedures and the nego-
tiation of brokerage contracts.
Tracey also acts as the subject mat-
ter expert on various trade-related
matters.

Prior to joining Winners, Tracey was
a North American broker manager
at Hewlett Packard Canada and the
manager of customs compliance at
Compaqg Canada Corporation.

Tracey Speares, manager of interna-
tional imports, regulatory compliance
and logistics customer support, Win-
ners Merchants International LP

I.E.Canada warmly welcomes these
new directors. We look forward to
working with them in the future!

The following individuals have com-
pleted their terms on the board:

« Bill Klassen

Palliser Furniture Ltd.

e Don Durst

Subaru Canada, Inc.

« Patrick Pelliccione

Jan K. Overweel Limited

Vancouver Port, cont’d from pg. 3

lutions to logistics problems by work-
ing together with logistics service
providers such as milways and tr uck-
ing associations.

Our mission statement is to facilitate
and expand the movement of cargo
and passengers through the Port of
Vancouver in the best interests of Ga-
nadians.

As a member of |.E.Canada we have
access to industry information
through newsletters that are received
twice a month.

|.E.Canada has a definite impact on
The Vancouver Port Authority as
|.E.Canada advocates for similar
trade-related initiatives such as na-
tional infrastructure development
and changes to the Canada Marine
Act that will benefit Canadian ports in
their support of Canadian importers
and exporters.

We are not an importer or exporter
instead a port that facilitates im-
porting and exporting for Canadi-
ans, so the value of membership
would be supporting importers and
exporters and keeping in touch with
constraints and challenges so we
can work with the importers and
exporters to solve national trade is-
sues.

If you would like your company fea-
tured in Tradeweek, please antact
Jane Carter at
jcarter@iecanada.com.
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Seizing the right global opportunity can help you

turn risks into timely rewards.

Are you tr ying to ensure proper credit and deliver y in
unfamiliar countries? Dealing with new foreign contacts?
Managing risk in places where you are not known?
Weere your North American connection for trade “nance
worldwide. W ith our ongoing investment in technology
and expertise, coupled with our commitment to superior
quality and ser vice, weere well-equipped to ser ve the
needs of importers and exporters who do business in Asia,
Latin America and Europe. If your business is on the fast
track to growth, we can provide the support you need
to take advantage of global opportunities. F or more
information, visit http:/  /corporate.bmo.com/trade“nance
or call your Relationship Manager
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