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TO: ALL FULL AND ASSOCIATE MEMBERS ICS(04)09

UNITED STATES AUTOMATED MANIFEST SYSTEM REQUIREMENTS

Many members will have been receiving urgent enquiries about a Final Rule issued by
the US Bureau of Customs and Border Protection which appeared in the US Federal
Register of 5 December 2003. The Rule, whose effect will be felt most strongly in the
bulk trades, requires (a) an automatic cargo manifest to be submitted electronically not
more than 24 hours before arrival at the first US port; (b) a Standard Carrier Alpha
Code or SCAC to be included on the manifest and bills of lading; and not least (c) the
posting of an International Carrier Bond.

The new Rule is due to take effect on 4 March 2004, and advice from the Chamber of
Shipping of America suggests that US Customs is in no mood to delay its
implementation.

The North of England P&I Club has produced what appears to be an excellent
summary of the requirements and their impact, and with the Club’s permission a copy
is attached for members’ information. Please circulate this to your members as you
see fit.

If there are any queries or comments, please contact in the first instance Brian
Parkinson (brian.parkinson@marisec.org) or direct telephone number +44 20 7417 2860.

AL L
%J.C.S. Horrocks

Secretary General
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United States Bureau of Customs and Border Protection — New regulations
regarding Automatic Manifest Filing, SCAC Code and International Carrier
Bond - Federal Register 19 CFR Parts 4, 103

BACKGROUND

In response to enquiries from Members over the past few weeks regarding the
regulation entitled the Required Advance Electronic Presentation of Cargo
Information (“Final Rule™), the Association issued an initial article 10 February 2004
after instructing Michael Unger of Freehill, Hogan and Mahar in New York. Since
then the U.S. Bureau of Customs and Border Protection (“CBP”) has issued some
additional guidance as to the scope, application and requirements of the Final Rule.

The following article has now been updated to reflect this information released by the
CBP and further advice received from Mr. Unger.

APPLICATION

The Final Rule was issued by the CBP December 5, 2003 with respect to cargo
transported by inter alia sea carriers travelling into or out of the U.S. pursuant to the
Maritime Transportation Security Act of 2002. Although the Final Rule affects all
cargoes its impact will be felt in particular by Members carrying bulk and breakbulk
cargoes. The Final Rule takes effect as of 4 March 2004.

Ocean carriers and non-vessel operating common carriers must comply with three
major requirements: (1) transmit an automated cargo manifest via the Vessel
Automatic Manifest System (“Vessel AMS”); (2) obtain a Standard Carrier Alpha
Code (*SCAC?) to be included on the cargo manifest and bills of lading; and (3) post
an International Carrier Bond (“ICB”).

From 4 March 2004 vessels carrying bulk and breakbulk cargo into the U.S. must file
their cargo manifests electronically via the Vessel AMS with the CBP. The 24-hour
advance filing requirements of cargo manifests have otherwise been in effect for over
ayear. With respect to outbound cargo, the cargo manifests must be submitted 24
hours prior to departure from a U.S. port. However, we are clarifying whether
outbound cargo is subject to the 4 March 2004 implementation date or a later date to
be announced by the CBP as there is a conflict between the Final Rule and the
Frequently Asked Questions (“FAQ”) issued by the CBP on 12 February 2004.

CARRIER

The CBP initially described the “carrier” under the Final Rule as that party which is
responsible for the day-to-day operations and navigation of the vessel, that is the head
owner or bareboat charterer. Pursuant to the FAQ’s, the “carrier” is defined as “the
entity that controls the conveyance.”

For ease of reference, the FAQ’s can be found on the following website:
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(B) uniform cargo that stows as solidly as bulk cargo and requires
mechanical handling for lading and discharging.

UNQUOTE

The CBP has noted that bulk cargo in limited circumstances also includes steel coils,
steel plates, wire rods, metal ingots, sawn timber, wood pulp, newsprint and various
perishable goods.

If an application is made to the CBP for an exemption with respect of breakbulk
cargo, and it is granted, then the carrier is permitted to file the AMS submission 24
hours before arrival at the first U.S. port.

To apply for an exemption carriers may contact:

Customs and Border Protection

Border Targeting and Analysis, Room 5.4-D
1300 Pennsylvania Avenue NW
‘Washington, DC 20229

Email (preferred): 24hour.exemptions@dhs.gov
Phone: 1-202-927-6060
Fax: 1-202-927-1435

Non-exempt Breakbulk Cargoes
The CBP must receive from the carrier the cargo declaration information via the
Vessel AMS 24 hours in advance of loading for all non-exempt breakbulk cargoes.

Where the voyage is less than 24 hours with respect of bulk cargo and nonexempt
breakbulk cargo, the cargo submission must be received by the CBP by the time of
departure from the last foreign port.

Cargoes Other than Bulk and Breakbulk

All other cargo types, including containerised goods must file their cargo manifest 24
hours prior to loading at a foreign port — this has been an existing obligation and
remains unchanged.

The following chart from the FAQ’s issued by CBP should be helpful:

QUOTE

J

Type of Cargo

Qualifier

Time of Receipt By
CBP In AMS

Containerized

NONE

| 24 hours prior to loading

Break Bulk (non-exempt)

NONE

24 hours prior to loading

Bulk Cargo

Voyage more than 24 hrs

24 hours prior to arrival

Bulk Cargo

Voyage less than 24 hrs

Time of sailing

Break Bulk Cargo (exempt)

Voyage more than 24 hrs

24 hours prior to arrival

Break Bulk Cargo (exempt)

Voyage less than 24 hrs

| Time of sailing
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(2) Standard Carrier Alpha Code

The Final Rule also requires carriers to obtain a SCAC that is assigned to each carrier
by the National Motor Freight Traffic Association Inc. (“NMFETA™) for identification
purposes. We suggest that any carrier Members who currently do not have an
assigned SCAC obtain one as soon as possible if they anticipate trading to the U.S.

The owners’ SCAC must then be included on bills of lading for cargo into the U.S.
and, as a measure of caution, should be used for outbound cargo as well (until we
receive advice from the CBP) and on the Vessel AMS cargo submissions as part of
the bills” “unique identifier” regardless of whether the owners are the party issuing the
bills. The unique bill of lading identifier required on bills of lading will consist of the
SCAC along with a unique 12 character sequence, comprised of alpha or numeric
characters.

It is important for Members who employ ships as time charterers to realise that they
should not automatically use their own SCAC on bills of lading until clarification is
received regarding whether a time charter is a carrier under the regulations.

Each vessel owning company who anticipates that its vessels will call in the U.S.
should arrange to obtain a SCAC. Where the fleet is owned by one company, only one
SCAC will be necessary. However if each vessel is owned by separate companies
then we recommend obtaining a unique SCAC for each company. This application
need only be done once.

As mentioned above it remains to be seen whether managing companies may be
classified as “carriers” for purposes of obtaining only one SCAC for the entire fleet
which would be less costly and burdensome than obtaining a separate SCAC for each
vessel owning company. In this regard Members may want to seek a ruling from the
CBP.

Members issuing bills of lading on their own behalf may obtain a SCAC by
contacting the NMFTA at 1-703-838-1810 or through their website at
www.nmfta.org/scac2.htm.

(3) International Carrier Bond
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carriers should make arrangements as early as possible with a custom bond agency to
ensure that they have the facility to establish a bond as and when it becomes
necessary. In this regard, it would be useful to first contact the customs port director
in ports most often used to determine the likely maximum bond amount. If Members
do not already have a SCAC they should obtain one as soon as possible, arrange a
facility for the filing of the cargo manifest via the Vessel AMS and send a Letter of
Intent to the CBP.

‘With respect of existing charterparties, Members should also contact simultaneously
their respective owners/charterers and request that they allocate the costs associated
with establishing the bond and the filing of the cargo manifest via the Vessel AMS.

‘Where a manager of a fleet is interested in obtaining one SCAC number and filing
one continuous bond for the entire fleet under its management, we suggest that as a
safeguard that manager promptly write the CBP:

1. Stating the names of the vessels for whom they are managers and the names of the
owning companies of those vessels.

2. Stating that they are managers pursuant to management contracts (assuming that
there are such management contracts in place).

3. Describing in general terms the operational activities which they carry out as
managers or which they sub-contract and oversee (i.e., crewing, maintenance,
commercial trading, etc.).

4. Advising that they are obtaining one SCAC number and are posting a single
continuous International Carrier Bond in their name to cover the entire fleet of
managed vessels.

5. Asking that CBP advise them immediately if this arrangement is not acceptable to
them.

The CBP contact details are:

Bureau of Customs and Border Protection
Office of Regulations and Rulings

1200 Pennsylvania Ave. N.W.
‘Washington, DC 20229

Fax: 202-572-8747

Tel: 202-572-8700

Attn: Mr. Anthony Shurn

CONCLUSION

Members should remain mindful that the practical application of the legislation may
well vary from this article in the immediate future and beyond from State to State, that
is certainly the experience in the past with other legislation. Therefore it may well be




