Simplifying customs
compliance

SCE, a revolutionary supply chain tool,
promises to take some of the hazards
out of import/export for members of
the Canadian Apparel Federation

l I ave you ever paid unnecessary duty because your imports were
wrongly classified?
Would you like to source or sell products in countries that offer prefer-
ential tariff arrangements?

Can you afford to have your shipments tied up at customs?
How confident are you about preparing customs declarations?

If, like many importers and exporters, you occasionally run into cus-
toms glitches, blame it on the HS.

The Harmonized Commodity Description and Coding System (HS) is
the system that customs authorities worldwide use to describe all products
worldwide — from cherry tomatoes to nuclear reactors. The HS includes
more than 7,500 product descriptions organized into 23 sections and 97
chapters.

Governments use the HS to apply duties and taxes, collect trade sta-
tistics and enforce domestic laws. Businesses use it to comply with trade
regulations, calculate the landed cost of components and finished goods
and manage their supply chains.

No HS code, no trade.

HS Classification errors cost importers and governments billions of dol-

lars annually. In the U.S., misclassification accounts for approximately 75
percent of all import violations. In Canada, 30 to 50 percent of customs
entries contain classification errors, impacting the operations of 90 per-
cent of all export/import companies

Errors occur because the Harmonized System is extremely complicated,
describes products in technical and unfamiliar terms, and is governed by
complex rules. Knowledge of both the rules and the product is required to
bridge the gap between how products are commonly described and how
they are expressed in the HS.

You may, for example, ship a “Woven women's raincoat of rubberized
Cotton but what Customs sees is “Articles of Apparel not knitted or cro-
cheted: Garments made up of fabrics of heading 5602, 5603, 5903, 5906
or 5907: Other garments of the type described in subheadings 6202.11 to
6202.19."

Companies usually count on customs brokers to translate everyday
language into customs-ese in order to get their goods safely across the
border. While this is a sensible and advisable practice, customs places the
compliance burden (and the fines for non-compliance) squarely on the
shoulders of the importer of record. Finding and training in-house classi-

fication staff is difficult and expensive and classification is a time-consum-

ing, manual process. In addition, nearly all of the tools designed to assist
HS classification deliver mostly irrelevant or incorrect results.

Classification errors don't only cause statistical anomalies and shipping
delays. They also cost importers hundreds of millions in overpaid duties.
The U.S. government reports that, in 2001, apparel and textile importers
overpaid more than $80 million in duties.

3CE: A breakthrough

Fortunately, a new tool, the Commodity Classification Code Engine, or
3CE, developed in Canada and offered to Canadian manufacturers and
importers/exporters through the Canadian Apparel Federation, simplifies
the process for import/export, customs brokers and governments.
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[nstruments for testing:
Lightfastness, Colour, Crocking,
Rubbing, Flammability, Pilling, Dyeing,
AATCC Washfastness, Scorching,
Perspiration, Fabne Yield, Abrasion,
Tensile and more
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Put the world's finest sportswear
company to work for you.

Looking for distribution, warehouse,
apparel finishing or repair services
in the U.S. or Canada?
Call the experts at Bogner to inquire about
their full service facilities
in Newport, VT and Coaticook, PQ.

CONTACT: Tino Brandstetter
Bogner of America 172 Bogner Dr., Mewport, VT
B02-334-6507
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3CE is a breakthrough in commodity code
classification that applies state-of-the-art infor-
mation technologies to translate common prod-
uct descriptions used on invoices and product

catalogues into the correct HS Code and retrieves

the proper tariff rate for any country.
3CE:
* Reduces the cost of customs compliance

* Enables logistics personnel, expert raters and
others to determine classifications accurately
and efficiently

Facilitates training of logistics and customs
personnel

* Minimizes dependency on individual experts

* Reduces customs processing and shipment
delays

* Minimizes the risks of non-compliance and
under/overpayment of duties

ly. It recognizes that “Linen Blazer” refers to a
“blazer made of flax fibre” despite the fact that
the term “linen” only appears in the HS under
the headings for towels and bedsheets.

Applies complex HS rules automatically:
3CE integrates HS Legal Notes and applies
them automatically during the classification
process. For example, “silk yarn, 30,000 deci-
tex” is properly classified under the heading
that describes “Twine, Cordage, Ropes and
Cables” whereas “silk yarn, 10,000 decitex”
is, simply, “silk yarn.”

Retrieves “residual” codes: 3CE is the only
technology that determines the correct HS
Code even when the product is not specifi-
cally described in the schedule (or is expressed
as “Other.”) For example, a “Nylon Garment
Bag” is properly classified under “Other made
up textile articles / Other (HS Code 6307.90.

This new tool applies state-of-the-art information technologies

to translate common product descriptions into the correct HS

Code and retrieves the proper tariff rate for any country.

* Reduces administrative duplication and redun-

dant paper-based activities

Informs product development and vendor
selection strategies

* Streamlines communication with supply chain
partners

Increases international selling and sourcing
opportunities

Enables landed cost calculation

Unlocks the power of content-based Global
Trade Management applications

Basically, 3CE matches your product to its
official customs description and automatically
delivers the mandatory customs code. In the case
of that women'’s raincoat, that would be 6210.30.

3CE is unique among HS Classification tools
in that it:

Demands no special training: 3CE’s simple
user interface looks and feels like a conven-
tional search engine and is no more complex
to operate.

Interacts with users: Drives the classification
process by recognizing under-specified and
ambiguous product descriptions. 3CE asks
intelligent, HS-driven questions and accurately
interprets the answers so that even nominally
trained users gain the skills of highly trained
and experienced professionals.

Integrates with most internal systems: 3CE
can be integrated easily into ERP and SCM
software applications, eliminating paperwork
and reducing manual operations.

The 3CE Solution

3CE offers two solution packages: one for

* classifies under-specified and/or ambiguous
product descriptions by interacting intel-
ligently and intuitively with clerical or other
frontline staff until a code is reached.

* provides relevant information on regula-
tions and interpretations for resolution by
an expert customs rater in cases that require
in-depth assessment.

II. 3CEAudit is a batch processing solution for large
volumes of product data. It performs large-scale
post-entry audits of commodity classifications,
identifies specific transactional discrepan-
cies and proposes appropriate corrections. It
provides an objective and cost-effective way of
identifying non-compliant customs transactions.
3CEAudit automatically searches for specific in-
stances of misclassification, under-specification
and ambiguity. It flags these transactions and
generates specific reports on how each flagged
entry potentially violates customs requirements
to trigger timely corrective action.

¢ Cost-effective, large scale batch processing
* Accepts most standard data formats
* Exception flagging

Detailed transaction-level compliance dis-
crepancy reporting

¢ Independent and objective verification of
HS Commodity Classification performance

 Continuous improvement tool to trigger
process corrective actions

Correction of duty over or under payments
* Mitigate non-compliance penalties

Off-line batch process with no disruption to
ongoing operations

For importers and exporters, 3CE

1. Manages exposure to customs penalties and
sanctions.

2. Implements a demonstrable, proactive ap-
proach to customs compliance management
and/or a comprehensive global trade manage-
ment strategy.

3. Audits outsourced third party classification
services.

4. Identifies preferential trading agreements and
other advantageous conditions for profitable
international sourcing and selling opportuni-
ties.

5. Improves your decision-making process for any
global procurement issue: component selec-

* Processes complex, natural-language product

descriptions: A velvet importer need no longer
know that his product is technically “cut

interactive web-based assignment of commodity
classifications, the second for large-scale post-en-
try audit. Together, they provide a total solution

tion, sub-contractor selection, manufacturing
location, distributor networks, among others.

. Manages your price positioning and customer

pile fabric.” 3CE also recognizes numerical
attributes that are required to ensure correct
product classification. “Woven fabric, 75%
cotton/25% polyester” is correctly matched
to “woven cotton fabric, containing less than
85% cotton by weight, mixed mainly or solely
with manmade fibres.”

* Analyzes and expands user queries: 3CE
understands the actual meaning of words
contained in users’ queries. For example, that
“wool jacket” means “a jacket made of wool,”
and that it has no relation to “steel wool” or

“wool wax.” It can associate synonymous terms

and trade names automatically and intelligent-

to minimize the cost and enhance the accuracy of
customs compliance.

1. 3CEClassify is a web-based solution designed

to drive the HS Classification process from
submission of the product description to
delivery of a final HS code with its coun-
try-specific tariff rate. It delivers instant,
expert classification capabilities to frontline
personnel.

3CE accurately and automatically:

* classifies fully-specified product descrip-
tions without any additional information or
intervention.
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relationships with accurate landed cost calcu-
lations.

7. Integrates customs compliance into your
manufacturing and order processing (GTM/
SCM/ERP) systems.

3CE is the flagship product of Logical Proper-
ties, Inc., based in Montreal and is being offered
to members of the Canadian Apparel Federation
(CAF) free of charge as a benefit of membership.

To find out how 3CE can streamline your cross
border dealings and save you money, please con-
tact CAF executive director Bob Kirke at 1-800-
661-1187, ext. 224. 1
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Global
Inestinireg
Solutions

Quality
+ Service

Customer Satisfaction

Freudenberg, manufacturer of Vilene”
Interlinings, has an expanded product line
which includes woven, knit, weft-inserted
and unique bi-elastic styles.

Our highly trained Canadian sales force
and national warehousing provide the
service you expect.

Freudenberg, serving you in Canada and
113 other countries,

For more information call us!
1 800 40 VILENE

Montreal
514-737-4545

Toronto
416-622-2513

Quebec
Chabot & Graham Inc.
1-800-4683-4798

Western Canada
Gordon Fabrics Ltd.

1-800-663-3131

Halifax
James Austin Sales
1-800-295-2637

The Freudenberg WM&EDW

Hoewovens Greup Suri-Lsurert Ensbas HAT 185
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