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Economic Outlook

The following article was written by
Karen Lobdell, director, trade secu-
rity and supply chain services,
Drinker Biddle LLP.

U.S. Customs and Border Protec-
tion (CBP) held its annual C-

TPAT Security Conference April 1-3,
2009, titled “Managing Risk in the

Global Supply Chain.” The confer-
ence is only open to members of the
Customs-Trade Partnership Against
Terrorism (C-TPAT) program and is
offered as a benefit to participants,
providing two days of customized
workshops and presentations by
CBP leaders designed to provide
training and insight to assist partici-
pants in maintaining effective sup-
ply chain security controls.

This article provides an overview of
the key security topics covered at
this year’s conference and a glimpse
of what CBP’s vision of the program
is for the coming year.

State of the ProgramState of the ProgramState of the ProgramState of the ProgramState of the Program
The C-TPAT program continues to
grow in numbers and currently
stands at 9,128 certified members,
with roughly 45 percent being im-
porters. There are 300 new mem-
bers so far in 2009 as companies
continue to show interest in enter-
ing the program. Validations and
revalidations continue at an acceler-
ated pace with 10,994 validations
completed to date – 2,598 of those
being revalidations. Tier III status in
the program1 has been achieved by

Karen Lobdell, director, trade security
and supply chain services, Drinker
Biddle LLP

C-C-C-C-C-TTTTTPPPPPAAAAATTTTT,,,,, cont’d on pg. 2

Mary Anderson, president of
I.E.Canada, participated in the

2009 C-TPAT Security Conference in
New Orleans. On April 2, 2009,
Mary was one of three panelists
who discussed the mutual recogni-

Warren Jestin, senior vice-president
and chief economist, Scotiabank
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Warren Jestin, senior vice-presi-
dent and chief economist,

Scotiabank, will be the opening key-
note speaker on April 20, 2009, at
I.E.Canada’s “Emerging Issues in
Customs and Trade Compliance”
conference. In his remarks,
Scotiabank’s chief economist will
discuss recent global trends and
how they are likely to impact
Canada as well as:

• The U.S. Fed, Bank of Canada, and
other central banks’ policy rates for
next year

tion work being conducted between
the Customs-Trade Partnership
Against Terrorism (C-TPAT) program
and the Partners in Protection (PIP)
program.
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292 members. Conversely, CBP has
suspended or removed 801 compa-
nies from the program to date as a
result of security breaches or failed
validations.2

During 2008, CBP focused its efforts
on meeting the recommendations
of the U.S. Government Account-
ability Office (GAO) report that indi-
cated the program needed to be en-
hanced to provide more robust re-
quirements and accountability.
Some of the recommendations
from the GAO included requiring
CBP to consider third-party risk as-
sessments conducted by members
during the course of the validation
process, better documentation of
follow up on recommendations re-
sulting from (re)validations, and
enhancing CBP’s ability to measure
performance.

CBP took steps to address the GAO
recommendations in 2008 and, as a
result, the trade can note some im-
provements. For example, the turn-
around time on validation reports
has dropped from an average of
120 days to 50 days (with CBP look-
ing to reduce that number further
to an average of 27 days).

Although the trade was previously
required to respond to
(re)validation recommendations
and action items within 90 days,
this deadline was not traditionally
monitored by CBP. The C-TPAT portal
system will now generate electronic
notices on due dates as a reminder.

The CBP Supply Chain Security Spe-
cialists (SCSS) are also incorporating
third-party audits/assessments into
(re)validations. Organizations such
as the Business Alliance for Secure
Commerce (BASC), the Transported
Asset Protection Association (TAPA)
and the Fair Factories Clearing-
house (FFC) are routinely used by C-
TPAT members for various security
audits and have been accepted by
CBP as viable support programs to
supplement a member’s own efforts.

Finally, when looking at measure-
ments, CBP has further analyzed the
benefit of being a C-TPAT member
with respect to CBP exams. In 2008,
83 percent of CBP exams (all types)
were conducted on non-C-TPAT im-
porters. Of the 17 percent that were
conducted on C-TPAT members, 8.5
percent were Tier I members, 4.9
percent were Tier II members, and
3.6 percent were Tier III members.

What Does the Future Hold?What Does the Future Hold?What Does the Future Hold?What Does the Future Hold?What Does the Future Hold?
CBP is making the program more
stringent and expects members to
be held accountable to the program
requirements. Specifically, in 2009,
Brad Skinner, director, C-TPAT/indus-
try partnership programs for CBP,
stated the following as goals:

• Conduct unannounced visits to C-
TPAT members previously involved
in an incident to verify that security
practices have been updated to
meet requirements.
• Based on the complexity of some
supply chains, consider conducting
multiple visits for evaluation of an
importer’s supply chain prior to
providing the member with valida-
tion and associated benefits. Tradi-
tionally, an initial validation will in-
clude a visit to one U.S. site and one
foreign site. Under the new ap-
proach, CBP could elect to visit
more than two sites (e.g., the initial
validation could contain action
items that would result in a “revisit”
prior to Tier II status and benefits
being granted).
• Provide members with an up-
dated Best Practices Catalog to pro-
vide guidance for achieving Tier III
status. A new Best Practices bro-
chure was provided to attendees at
the conference and, additionally, a
25-page addendum to the 2006
Best Practices Catalog has been
posted on the C-TPAT portal. Both
the addendum and brochure iden-
tify updated information on what is
deemed a best practice based on in-
put from (re)validations conducted
over the past few years.3

• Develop an international strategy

with a vision of which countries CBP
will proactively work with for mu-
tual recognition of partnership pro-
grams (e.g., Canada’s Partners in
Protection program).
• Provide more focused outreach to
trade with respect to program re-
quirements. An example would be
posting CBP videotapes of this year’s
workshops at the conference on the
C-TPAT portal for members to re-
view and use for ongoing training
purposes.
• Refine the C-TPAT Portal functional-
ity. Although CBP did redesign the
secure portal over the past year to
incorporate changes suggested by
the GAO, the agency is looking for
input from members on how the
portal can be improved. An entire
workshop at the conference was
dedicated to the portal and sugges-
tions were readily accepted. Going
forward, CBP would like the portal
to provide automated reports, a
supply chain security workflow,
on-line tutorials, and revised com-
pany and security profiles. Although
there are no timelines established, it
is clear that CBP is looking for im-
provements in this area.

Additional Points of InterestAdditional Points of InterestAdditional Points of InterestAdditional Points of InterestAdditional Points of Interest
In addition to providing an in-depth
update on the current status and fu-
ture of the program, CBP provided
additional insight into the following
areas:
• Congress continues to be very
supportive of CBP’s efforts with re-
spect to security initiatives. This is
reflected in the fact that in the past
four years, Congress has doubled
budget appropriations for the
agency.
• Validations in China are still prob-
lematic and, although 18 joint vali-
dations were conducted last year,
there is no timeline currently as to
when further joint validations will
be permitted.
• Security concerns at the southern
border have escalated tremendously
over the last year, and CBP is asking
C-TPAT members to assist with this
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Shipping and Trade Horizons

Shipping and Shipping and Shipping and Shipping and Shipping and TTTTTrrrrrade Horade Horade Horade Horade Horizizizizizonsonsonsonsons, a
Tradeweek column, is produced by Leo
Ryan. The column addresses Canadian in-
dustry issues and trade developments of
interest to our members.

Container Trends
Go South

Leo Ryan

The global recession has begun to
heavily hit Canada’s top two con-

tainer ports, Port Metro Vancouver
and Montreal, which previously had
resisted the downward pattern of
U.S. competitors. Halifax, for its
part, continues to fight an uphill
battle. To a large extent, an overall
turnaround will depend on the tim-
ing of economic recovery in Canada,
Europe, Asia (especially China) and
the United States.

Latest figures show containerised
cargo at Port Metro Vancouver
(PMV), Canada’s biggest port and
Pacific gateway, declined by over 20
per cent in the first two months of
2009 versus a year ago.

“It’s not surprising, but still disap-
pointing,” said Chris Badger, chief
operating officer. “The lower num-
bers reflect the drop in maritime
trade with Asia plus the impact of
diverted cargo during the recent
uncertainty over labour negotia-
tions with the dock foremen.”

Box volume in January and Febru-
ary of this year amounted to
311,839 TEUs compared with
397,348 TEUs a year earlier. This
represents a 22 per cent drop. Im-
port containers plunged by 27 per
cent while export boxes fell by 15
per cent.

In light of the global recession, Bad-
ger indicated that PMV’s container
throughput for all of 2009 could
decline by as much as 7 per cent.
Last year, PMV virtually matched its
2007 box performance, handling
2.5 million TEUs.

After posting another container
record in 2008, despite the acceler-
ating economic decline worldwide,
the Port of Montreal saw its con-
tainer cargo plunge by 15.5 per
cent in the first two months of
2009 to 215,668 TEUs.

About half of Montreal’s container
business originates with box ship-
ments to and from the U.S. Mid-
west and Northwest. In other
words, as the U.S. economy goes,
so goes Montreal’s container activ-
ity to a big extent.

Last year, Montreal’s box through-
put had climbed by 7.2 per cent to
1.5 million TEUs. This marked the
highest growth by any port on the
East Coast of North America.

Montreal has an interim chief ex-
ecutive, Sylvie Vachon, who was
vice-president, administration and
human resources, prior to the re-
cent dismissal of Patrice Pelletier
amidst reports of increasingly
strained relationships with mem-
bers of the port board and port us-
ers.

The port’s ambitious $2.5 billion Vi-
sion 2020 plan to triple container
capacity to 4.5 million TEUs will re-
main intact, but port spokesman
Jean-Paul Lejeune has acknowl-
edged that there will likely be some
fine-tuning to reflect current global

economic and financial conditions.

At the same time, too, Montreal, like
other Canadian ports, has applied to
the federal government for infra-
structure funding made available
under various existing and new
programs.

Meanwhile, the outlook at the
deepwater Port of Halifax, whose
total and container cargo dipped
sharply in 2008, is far from being
all negative. Last year, it enjoyed a
strong performance in the
breakbulk, ro-ro and cruise sectors.

While the port’s container volume
fell by 21 per cent to 387,000 TEUs,
the world’s third largest container
line, CMA CGM, recently started a
new service connecting Canada and
the U.S. with the Caribbean, Central
America, South America, and
Australasia. A 1,100-TEU capacity
vessel is fully equipped to carry
reefers and dimensional cargo –
both promising markets for Halifax.

Outlook,Outlook,Outlook,Outlook,Outlook, cont’d from pg. 1

• When a rebound can be expected
for the Loonie
• When the massive doses of fiscal
stimulus will begin to gain traction
in North America and abroad
• The U.S. economy and his forecast
for recovery
• His prediction for commodity
markets
• His observations on the ‘flight to
liquidity’ that has been supporting
the U.S. dollar and keeping bond
yields near historic lows

I.E.Canada’s second largest event
will run from April 20-22, 2009, at
the Hilton Toronto Airport Hotel lo-
cated at 5875 Airport Road. One-,
two- and three-day packages are
available.

For a copy of the brochure, please
visit www.iecanada.com/
events.html#18th_annual. We look
forward to seeing you at the event!
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Amesika Baëta, committee director,
I.E.Canada

The following article was written by
Amesika Baëta, committee director,
I.E.Canada.

I.E.Canada’s EEEEExporxporxporxporxporttttt C C C C Committeeommitteeommitteeommitteeommittee
(EX) was created last fall after an

overwhelming response from
members indicated there was an in-
creasing need to address export re-
lated issues within the Canadian
government and the trade commu-
nity.

The mandate of the committee is to
assist I.E.Canada members to under-
stand Canadian export require-
ments with regard to uncontrolled
and controlled exports; provide a
communication channel to various
government agencies, specifically
the Canada Border Services Agency
(CBSA), Department of Foreign Af-
fairs and International Trade
(DFAIT), and Public Works and Gov-
ernment Services Canada (PWGSC);
and share valuable information be-
tween members. With over 25 ac-
tive members, the committee is
comprised of members from a vari-
ety of different industries such as IT
& Electronics, Machinery Equip-
ment, Financial, Textile and Apparel,
as well as service providers.

Under the leadership of the
committee’s co-chairs - JoJoJoJoJoy Notty Notty Notty Notty Nott,
vice-president & managing consult-
ant at JPMorgan Global Trade Ser-

vices, and Carol BucktonCarol BucktonCarol BucktonCarol BucktonCarol Buckton, senior di-
rector, export control and customs
at Siemens Canada Ltd., the Export
Committee has been working dili-
gently to address export related is-
sues and concerns of members.
With clients in both Canada and the
U.S., Joy brings over 20 years of ex-
perience in customs compliance and
international trade to the commit-
tee. She advises clients in meeting
the requirements of the North
American Free Trade Agreement
(NAFTA) for goods imported into
Canada and the U.S., as well as
Canada-Chile Free Trade Agreement
(CCFTA) and the Canada-Israel Free
Trade Agreement (CIFTA) for goods
exported from Canada to Chile and
Israel respectively. With over 20
years experience as well, Carol
Buckton has worked tirelessly to en-
sure that all Siemens Canada oper-
ating companies are compliant with
all government requirements, as
well as provide support and guid-
ance to Siemens’ U.S. Operating
companies. She has also concen-
trated her efforts recently on FAST,
CSA, PIP, C-TPAT and e-Manifest as
well as worked to ensure that Si-
emens Canada meets all the neces-
sary requirements presently, and in
the future.

In order to develop greater visibility
of export issues and the EX commit-
tee itself, Joy and Carol participated
in a CBSA Business Simplification
Working group meeting on March
10, 2009, on behalf of committee
members. Historically, this working
group has primarily focused on im-
ports, thus this meeting provided a
valuable opportunity and forum for
the EX committee to present its key
issues and concerns to government
officials within CBSA and DFAIT, in
particular, Steven Goodinson,
deputy director, permits and en-
forcement, Export Controls.

EX Committee members developed
the following six issues as key pri-
orities which Joy and Carol pre-
sented during the meeting: OGDOGDOGDOGDOGD

Single Single Single Single Single Window InitiativWindow InitiativWindow InitiativWindow InitiativWindow Initiative e e e e – There
are many Canadian government de-
partments, such as DFAIT, Health
Canada, Canadian Heritage and Ca-
nadian Nuclear Safety Commission,
which influence exports. Thus, the
EX committee insisted that better
coordination between the depart-
ments is required on all the relevant
export regulations that may impact
commercial exports. Committee
members suggested that CBSA be
the coordinating body and set up an
Export Client Management system,
similar to CSA program for import-
ers, a resource that an exporter can
refer to for help and information.
Goods Permit RegimeGoods Permit RegimeGoods Permit RegimeGoods Permit RegimeGoods Permit Regime – Canada is
falling behind other countries in its
controlled goods permit regime.
The speed in which the Canadian
government is making changes
compared to other countries in the
international arena may cause nega-
tive economic impacts to Canadian
exporters. For example, the amount
of time it takes to update Canada’s
Export Control List to match the
Wassenaar Arrangement puts
Canada out-of-sync with the U.S.
and other countries. Canada’s ex-
port permits to all destinations also
make trade more difficult as they
act as a non-tariff trade barrier for
Canadian companies. Export ofExport ofExport ofExport ofExport of
TTTTTechnicaechnicaechnicaechnicaechnical Data Rl Data Rl Data Rl Data Rl Data Requirequirequirequirequiremenemenemenemenementststststs
Needs ClarityNeeds ClarityNeeds ClarityNeeds ClarityNeeds Clarity - More clarity is re-
quired on how to request “quantity”
on an export permit for technology
exported electronically. Committee
members suggested that DFAIT pro-
vide a bulletin or notice to the com-
panies explaining how to operation-
ally handle this requirement. Fur-
ther clarification was also noted
with respect to whether General Ex-
port Permits (GEP) apply to technol-
ogy transfers.  Restricted PartyRestricted PartyRestricted PartyRestricted PartyRestricted Party
Listings and Requirements toListings and Requirements toListings and Requirements toListings and Requirements toListings and Requirements to
Screen Need Clarity Screen Need Clarity Screen Need Clarity Screen Need Clarity Screen Need Clarity - Canada has
economic sanctions with numerous
countries, which often include list-
ings of individuals determined to be
“designated persons” by Canada. Ca-
nadian exporters are unclear as to

CCCCCommitteesommitteesommitteesommitteesommittees,,,,, cont’d on pg. 6
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challenge by ensuring that supply
chain security controls are applied
on exports to Mexico as well as im-
ports.
• CBP has been conducting a small
pilot over the past year with 10 Tier
III members with respect to a C-TPAT
export component. Participants
were primarily in the aerospace and
technology industries. Findings of
the pilot indicated that criteria
geared toward exports would be
feasible; however, there is currently
no timeline for moving forward on
this.
• Mutual Recognition with trading
partners continues to move for-
ward. It is expected that Memo-
randa of Understanding (MOU) will
be signed with Japan and Singapore
by June 2009, and CBP continues to
move forward with both the EU and
S. Korea MOUs as well.
• CBP will be sponsoring an addi-
tional C-TPAT Survey in the second
quarter of 2009, as well as hosting
a Northern Border Highway Confer-
ence in August 2009. The confer-
ence will take place in Buffalo.
• The next C-TPAT Security Confer-
ence will be held in Los Angeles in
March 2010.

Bonus Security Updates (10+2)Bonus Security Updates (10+2)Bonus Security Updates (10+2)Bonus Security Updates (10+2)Bonus Security Updates (10+2)
Beyond discussion on the specific
topic of C-TPAT, CBP reinforced the
importance of other initiatives that
support its layered approach to se-
curity — specifically “10+2” and
the 100 percent scanning initiative.

Consistent with past communica-
tion from CBP, this year’s conference
reinforced that a more robust C-
TPAT program, along with addi-
tional advance data (10+2), will as-
sist with the risk-based approach
that CBP prefers versus the 100 per-
cent scanning approach that has in
the past been preferred by Con-
gress.

Richard DiNucci, CBP director, secure
freight initiative office, provided the
following update with respect to
the implementation status of the

Importer Security Filing (ISF/10+2):
• Between January 26, 2009, and
March 25, 2009, over 300,000 ISFs
have been filed by over 31,000 enti-
ties. By volume, some of the largest
filings are being done by large im-
porters; however, CBP has received
filings by many small and midsized
entities as well.
• During the first week, CBP re-
ceived an average of 1,200 ISF fil-
ings per day. The agency is now re-
ceiving 9,500-10,000 filings per day
(the total average number of en-
tries filed per day is typically
30,000).
• CBP is receiving primarily com-
plete data; however, the timeliness
of the filings appears to be an issue.
For all filers, there is currently a 30
percent accuracy rate on timeliness.
• The long-awaited Report Cards –
to be called “Progress Reports” in
the future — are expected by the
end of the month. It is anticipated
that the reports will be issued every
30-60 days. CBP is currently compil-
ing data for these Progress Reports.
• The biggest data element errors
between January 26, 2009, and
March 25, 2009, (by volume) were
duplicate ISF filing errors, invalid
HTS, invalid ISF transactions (a dif-
ferent filer already used that ISF
number or the ISF number had
been previously filed or deleted),
and invalid IOR numbers.
• Surprisingly, only 1 percent of the
filings to date have taken advantage
of the flexible options for interpre-
tation of data and timing.4

Most importantly, Mr. DiNucci con-
firmed that there are still many im-
porters that are not filing ISFs.
Those companies need to start filing
now. Companies that fail to file
prior to January 26, 2010, and sub-
sequently have problems or errors
will find that CBP will not be sympa-
thetic. As Mr. DiNucci clearly stated
to the conference attendees, “if you
come to me on January 25, 2010,
and if you have made no attempt to
file by then, there’s nothing for
us to talk about.”

ConclusionConclusionConclusionConclusionConclusion
Overall, the annual C-TPAT Confer-
ence provided a wealth of informa-
tion for participants with respect to
supply chain security. Although the
benefits of the program are always
subject to debate, it is clear that the
program continues to grow and is
an important part of CBP’s layered
approach to securing our borders.

The endnotes cited in this article are
available on our website at:
www.iecanada.com/industry_news/
2009/Endnotes.pdf.

Karen Lobdell’s bio can be found at
the following website address:
www.drinkerbiddle.com/klobdell/.
Should you require further assis-
tance with regard to the informa-
tion outlined in this article, please
contact Karen Lobdell at (312) 569-
1066 or Karen.Lobdell@dbr.com.
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“It was an honour to be a part of the
panel and to have the opportunity to
offer ideas about the process to fos-
ter mutual recognition of the two
supply chain security programs,” says
Anderson.  As part of the session,
Mary and Claude St-Denis, director,
program development, Canada Bor-
der Services Agency, also discussed
the benefits of mutual recognition.

Countries are connected by global
commerce and security measures
need to be consistent for global
trade. Supply chain security pro-
grams like PIP need to be compatible
with other global programs. To this
end, I.E.Canada has strongly sup-
ported the work to forge a mutual
recognition agreement between C-
TPAT and PIP and has collaborated
closely with the Canadian govern-
ment in efforts to modernize PIP.

In a recent survey of I.E.Canada mem-
bers, nearly half of the respondents
said that they are members of the PIP
program and almost half are en-
rolled in the C-TPAT program.
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Carol Buckton, co-chair, I.E.Canada’s
Export Committee

Joy Nott, co-chair, I.E.Canada’s Export
Committee

whether they are expected to
screen against these lists of “desig-
nated persons” when exporting to
other non-sanctioned countries.
Committee members suggested
that a Single Window Initiative pro-
gram be created to assist compa-
nies in determining which countries
they can export to without penalty.
Export Operations and ReportingExport Operations and ReportingExport Operations and ReportingExport Operations and ReportingExport Operations and Reporting
Requirements Needs ClarityRequirements Needs ClarityRequirements Needs ClarityRequirements Needs ClarityRequirements Needs Clarity – Ex-
porters require better clarity from
DFAIT with respect to the status of
export permit applications. More
transparency in the permit applica-
tion process is desired, as exporters
need to be able to communicate their
supply chain timeline estimates with
their foreign customers. Committee
members suggest that a stronger
partnership between exporters and
DFAIT is needed in order to ensure
Canada remains competitive.

VVVVVolunolunolunolunoluntartartartartary Disclosury Disclosury Disclosury Disclosury Disclosure Pre Pre Pre Pre Progrogrogrogrogramamamamam re-

quired for exporters of controlled
goods – In February of this year,
DFAIT announced a process to dis-
close instances of non-compliance
with the Export and Import Permits
Act in its new “Export Controls
Handbook.” DFAIT will review the
circumstances of the case and will
only refer certain cases to CBSA for
further review.  Cases sent to CBSA
for review will most certainly be as-
sessed with AMPS penalties.  While
the new DFAIT disclosure program
is a welcome step forward to help
Canadian exporters, according to
Draft Memorandum D22-2-1, the
CBSA Voluntary Disclosure Program
does not apply to the Export Import
Permits Act. The committee consid-
ers this to be problematic as it is un-
clear whether CBSA would be able
to legally overlook instances of non-
compliance in the course of an audit
if those instances had already been

disclosed to DFAIT.  While logically it
seems that CBSA would not issue
AMPS penalties in such as case,
there is no legislative or regulatory
backdrop to allow such a forgive-
ness of AMPS penalties. This leaves
the decision of whether or not to is-
sue AMPS penalties up to the discre-
tion of the individual CBSA officer
even though a disclosure had previ-
ously been made to DFAIT.  While
Committee members are grateful
for the progress being made by
DFAIT, it was suggested that a more
coordinated Voluntary Disclosure
Program be developed between
DFAIT and CBSA for controlled
goods to provide certainty to those
Canadian exporters who wish to be
compliant.

Joy and Carol emphasized the EX
committee’s willingness to work
with the government regarding the
six key issues and concerns outlined
above and members’ desire to be
engaged and remain compliant
with regard to the necessary export
requirements. The CBSA working
group was grateful for the oppor-
tunity to hear the committee’s is-
sues, however were not prepared
to address them at that time. They
did express a strong interest in
working with exporters to address
and resolve these issues. The EX Com-
mittee will continue to tackle these is-
sues and work with the relevant gov-
ernment departments to address
them accordingly in moving forward.

If you would like more information
about the Export Committee or any
of I.E.Canada’s other committees,
please contact Amesika Baëta, com-
mittee director at
abaeta@iecanada.com.


