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Major Adjustment to US Bond Policy! The 

Loophole of Clearing Customs with Others' 
R ec en t l y ,  the  US  c u s t oms  c l ea ra n ce  sy s t e m i s  u n d ergo ing  a  q u i e t  
y e t  f a r - r each in g  t r a ns f o rma t ion .  Mu l t i p le  i ns id e r s  in  lo g i s t i c s  an d  
c u s to ms  c lea r a nce  c ha nn e l s  hav e  re por t e d  t ha t  B ond aud i t s  have  
s udde n ly  bec o me s t r ing ent .  B onds  tha t  w e re  "u sa b le "  in  t he  pas t  
a r e  b e in g  re - e va luat ed ,  a nd  so me  a re  ev en  d i r ec t l y  dee m ed  in v a l i d .  
T h i s  i s  no t  a  r a nd om i nsp ec t ion ,  bu t  a  sy s te mic  rec t i f i c a t i on  
i nv o l v ing  l aw  en f o r c e me nt  s ta n dar d s ,  i m por te r  qua l i f i c a t i on s  and  
d ec l a r a t i on  p roc e d ur e s .  T he  co re  o f  th i s  r e c t i f i c a t i o n  i s  to  
c o mp le te l y  b loc k  th e  loop ho l e  o f  " c l e a r ing  c us tom s  w i th  o t he r s '  
B o nd s " .  

 
Source: Internet 

01 Bo nds  Are Under  Sc rut iny  
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W ha t  i s  a  B ond ?  S im p ly  p u t ,  i t  i s  a  " sec ur i ty  d epo s i t "  p a i d  by  
i m por te rs  to  US  C us t o ms  an d  B o r d er  P r o tec t ion  ( CB P ) ;  w i th ou t  i t ,  
g ood s  ca nno t  e n te r  t he  US .  I n  th e  pa s t ,  ma ny  c ros s -bo rd er  s e l l e r s  
a n d  l og i s t i c s  p ro v id e r s  c hos e  to  u s e  t h i rd -p a r ty  B o nd s ,  sh ar e d  
B o nd s ,  o r  c om p l e t e  c us tom s  c le a ra nc e  a s  a  " low- f re q uenc y  
d ec l a r a t i on  en t i ty "  to  r ed uc e  c o s t s  o r  fo r  op era t iona l  c on ve n ienc e .  
T h i s  f o r me d  a  g ra y  a rea  i n  a n  e r a  o f  re l a t i ve l y  loo se  supe rv i s io n .  
B u t  n ow ,  the  s i tu a t i on  ha s  c ha nge d .  
 
CB P ' s  i n spec t io n  f ocu s  ha s  s h i f t e d  f rom  " whe the r  a  B o nd i s  he ld "  
to  "w ho  t he  Bon d  be lo n g s  t o" .  Spec i f i c a l l y ,  the  ac tua l  o wn er  o f  
t he  g oods  has  b ec ome  t he  s o le  l ega l  ent i ty  fo r  cus to ms  
c le a ranc e ,  an d  "bo r ro wing  an o th er  par ty ' s  Bond "  i s  c le ar ly  
de f in ed  as  a  v io lat io n .  What  a re  t he  c ons eque n ces ?  Onc e  
de te ct e d ,  t he  go ods  w i l l  be  d i re c t l y  re fu s ed  ent ry  a nd  forc ed  
t o  be  r e turn ed ,  a nd  a l l  de murr age  and  r et ur n  s h ipp ing  c os ts  
s ha l l  b e  borne  by  t he  good s  o wne r .  
 
I f  y ou  s t i l l  r em embe r  t h e  t ro ub le som e "5 H  in sp e c t ion "  f o r  U S  r o u te  
s e l l e r s  a f t e r  th e  Sp r in g  F e s t i va l ,  y o u  kn ow th i s  i s  no t  a n  e m p ty  
th r ea t .  Th e  5 H  i n spec t ion  i t s e l f  i s  a  ma n i f e s ta t io n  o f  s t r in ge nt  
c h ec ks ,  i n d i c a t ing  t h at  US  c us to m s  in sp e c t io ns  hav e  e x t e n de d 
f rom c us to ms  de c la ra t ion  d oc um e n ts  to  t he  e nt i r e  t r a de  c h a i n  —  
i nc lud i ng  do me st i c  p r ocu r em ent  c o nt rac t s ,  sh i pp in g  doc ume n ts ,  
i m por te r  qua l i f i ca t i o ns ,  a nd  e ve n  e nd  s a l es  r e c or d s .  

02 US Senator  Proposes  the  SAFE  Act ,  Supervis ion May  

Beco me Long-term 

W ha t  i s  mo re  n o tew or th y  i s  t ha t  suc h  s t r ingen t  i n sp e c t io ns  ma y  
n ot  be  a  sho r t - t e rm  me a su re ,  b ut  ev o lv e  in to  a  l ong - te r m t re nd .  I n  
Ma rc h ,  US  R e pub l i ca n  S ena tor  B i l l  Ca ss i dy  p r op ose d  the  S ec ur in g  
Acc oun t ab i l i t y  i n  Fo re ig n  En t r i e s  Ac t  ( S AFE  Ac t ) .  H e  pu t  fo r w ar d  
th i s  a c t  ag a i ns t  t h e  ba ck dro p  t ha t  f o r  d ec ad e s ,  US  c us tom s  l a w  ha s  
a l low ed  fo r e ig n  en t i t i e s  w i t h  n o  subs ta n t i ve  bus i ne s s  in  th e  US  t o  
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ac t  a s  I mpo r te r s  o f  Re co rd  ( I O R ) ,  c r e a t i ng  h ug e  l aw  en fo rc e men t  
l oo pho le s .  

 
Source: Released by US Republican Senator Cassidy 

T h e  co r e  pro v i s ion s  o f  th i s  a c t  a re  h i gh ly  c ons i s t e nt  w i t h  the  
o ngo in g  s t r ing en t  in sp e c t ions :   
1 .  Im port er s  of  R e cord  ( I OR )  m us t  ha v e  a  genu ine  U S  
pr es en c e    

 F or  ind iv idu a l s :  M us t  b e  US  c i t i z e ns  o r  pe r m an e n t  re s ide n t s .  
 F or  e nt i t ie s :  M u s t  ha ve  a  phy s i ca l  ad dr e s s  i n  t he  U S  w i th  a ct ua l  

o n- s i t e  e m p l oy ee s ;  th e  a dd re s s  c ann ot  b e  a  r eg i s t e re d  a d dres s  o f  
a  f r e i gh t  f o r wa rde r  o r  cu st oms  b roke r ,  no r  a  s ha r e d  o f f i ce  o r  
v i r tua l  a ddr e s s .  

  F ore ig n  c ompan ies  w i th o ut  a  qu a l i f i e d  US  en t i ty  m u s t  a pp o i n t  
th e i r  US  su b s id ia r y  o r  an  e l ig i b l e  U S  en t i t y  t o  a c t  a s  the  IO R .  
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Source: The SAFE Act 

2 .  Pa y me nt  a nd  l ia b i l i ty  req u i reme n ts   
Du t i es  and  ta xe s  mu s t  be  pa id  d i r ec t l y  to  CB P  v i a  e l ec t r on i c  
t r an s f e r  f r om  a  ve r i f i e d  U S  ba nk  ac c oun t ;  th i r d -p a r t y  o r  unv e r i f i ed  
ac c ou nt s  a re  n ot  a l l owe d .  A f f i l i a t ed  com pan i e s  a re  r eq u i re d  to  
s ub m i t  a  jo in t  l i ab i l i t y  c e r t i f i c a t i on ,  a nd  th e  pa r e n t  c o mp any  sha l l  
b ea r  f i n e s  to ge t h er  i n  c a se  o f  any  v io la t i ons .  
3 .  B ond  req u i r eme nts   
Ea c h  IO R  m u st  ho l d  a  c o n t in uou s  i m por t  bo nd  w i t h  a  m in im um  
v a l ue  o f  $ 100 , 00 0 ,  a nd  o n ly  th e i r  ow n  B o nd  c a n  b e  use d .  A  cu s t o ms  
b rok e r  c a nno t  su bs t i tu te  w i th  the i r  ow n  B o nd  un l es s  th ey  a r e  t he  
I OR  the m se lv es .  N ew  B ond s  w i l l  t ake  e f f ec t  6 0  day s  a f t e r  
a pp l i c a t ion .  
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Source: The SAFE Act 

03 Impacts  on  Sel le rs :  Soar ing Co sts  and Narrowed 

Channels  

I f  t h e  S AF E  Ac t  i s  f i na l l y  ena c t e d ,  o r  eve n  i f  the  c u r re n t  a ud i t  t r end  
c on t inue s ,  th e  im pac t s  on  s e l l e r s  w i l l  be  e no rm ous :  
1 .  Ch ines e  ex por te r s  ca n  n o  long er  eas i l y  a c t  a s  t he  IOR .  I n  the  
p as t ,  many  Ch ine se  c omp a n ies  d i rec t l y  i mpor t ed  a s  no n- re s ide n t s ,  
b ut  th i s  l oop h o l e  i s  a lmos t  c o mp l e te l y  b l ock e d  now .  T h ey  m us t  
f in d  a  qua l i f i e d  U S  I OR  (US  subs i d i a r y  o r  p ro f es s i ona l  i m po r t  
a ge n t ) ,  o the rw i se  t he  goods  ca nnot  be  c l ea re d  th rou gh c u s t om s .  
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2 .  The  "c ust om s  c lea ranc e  on  be ha l f  o f  other s "  ca pa bi l i t y  of  
f re ig ht  forward ers  i s  g re a t ly  we a ken e d .  T h e  ad dr es s  o f  a  f r e ig ht  
f o rwa r der  o r  t he i r  US  a gen t  c a nno t  b e  u se d  a s  the  phy s i c a l  a dd re s s  
o f  the  I OR ,  wh ic h  m ea n s  f r e i gh t  f o rw a rde r s '  a b i l i t y  to  d i r ec t l y  a c t  
a s  t he  I OR  or  a s s i s t  cu st ome rs  i n  ac t in g  as  the  I O R  w i l l  be  sev e re l y  
r e s t r i c te d .  
 
3 .  Com pl ia nce  cos ts  s u r ge  s ign i f i ca nt ly .  G ood s  ow ne r s  ma y  nee d  
to  e s tab l i s h  a  U S  su bs i d ia r y ,  h i re  U S  e m p loy e es ,  ope n  a  U S  bank  
ac c ou nt ,  pa y  a  $ 100 ,00 0  B on d ,  o r  e n t r u s t  a  l oc a l  U S  im por te r .  
W h ic hev er  w ay  i s  c h ose n ,  f r e igh t  p roce s s es ,  doc um e n t  
r e q u i re m en ts  a nd  re la te d  f ee s  w i l l  a l l  i nc r e as e .  

04 Indust ry Opin io ns :  No "One-size- f i t s-al l "  Pol i cy ,  but  

the  Trend I s  Set t led 

A l tho ug h  th e  abo ve - m ent i one d  ac t  ha s  b ee n  p r o pose d ,  i n s i de r s  
g en era l l y  be l i e ve  th at  t he  po l i c y  c an no t  b e  fu l l y  im p lem en te d  in  a  
" one -s i ze - f i t s - a l l "  m a nn er  i n  t he  sho r t  t e rm .  P ro f es s iona l  a na ly s t s  
p o i n t  ou t  t ha t  com p l e t e l y  c u t t ing  o f f  a l l  g ray  op era t i ons  w i l l  
i n ev i t a b ly  l ea d  to  p r i c e  h i k e s  i n  th e  US  a n d  a l s o  a f fe c t  th e  no r ma l  
o per a t ion  o f  lo ca l  e n te r p r i s e s .  T he r e f o re ,  th e  imp l em en ta t i on  o f  
th e  p o l i cy  ma y  have  a  b u f f e r  pe r i od  o r  adop t  a  ph as ed  a p pro ac h .  
 
N e ve r t he le s s ,  the  t r e nd  i s  ve r y  c l ea r :  U S  r out e  log is t i cs  i s  m ov ing 
s tep  b y  s t e p  t owa r ds  c omp l ianc e ,  a nd  t he  on c e-ex is t in g  g ra y  
a re as  a re  b e ing  f i l l e d  one  by  o ne .  
 

Epi lo gue  

F rom  t he  5H  i n spe c t io n  and  Ava lo n  ba n ,  to  t h e  IO R  o v e rha u l  an d  
B o nd  po l i c y  t i gh t en in g ,  a n d  t hen  to  th e  p ro po sa l  o f  t he  S AFE  Ac t ,  
th i s  s e r i e s  o f  ac t i on s  f o r m  a  c l e a r  t ra je c t o ry :  U S  Cus t oms  i s  
s ys tem at i ca l l y  c los in g re g u la t or y  l oo p holes .  Fo r  se l l e r s ,  t h i s  
m ean s  t h at  p r ac t i c e s  suc h  a s  " c l e a r ing  c u s t oms  w i th  b o r r ow ed  
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B o nd s "  an d  " sh a r i ng  a n  I OR "  a re  e v o l v i n g  f rom  g ray  a re as  to  
f o rb id de n  z o ne s .  B u s i ne s s  m o de l s  tha t  re l y  o n  low - pr i c e  c a r go  
s o l i c i t a t ion  a n d  g ra y  c us tom s  c lea ra nce  w i l l  f a c e  i nc re as in g  
p re ssu re .  
 
Y ida  r eminds  a l l  s e l l e r s :  Com pl ia n ce  i s  n o t  a n  opt ion ,  b ut  a  
s u rv iv a l  ne c es s i ty .  I f  y o u  a re  s t i l l  u s in g  a  " bo r row e d  B ond" ,  i t  i s  
r e com me nd ed  to  m ak e  a d jus tm e n ts  a s  soo n  as  po s s ib le ,  a nd  do  
n ot  r eg r e t  i t  u nt i l  y o u r  goo ds  a re  de ta i n ed .  
 


