
Routed Export Transactions 
and 

Other Mysteries of the 
Foreign Trade Regulations 

Export Reporting Requirements

June 25, 2009

Presented by

George R. Tuttle, III
George R. Tuttle Law Offices

One Embarcadero Ctr, Suite 730, San Francisco 
Phone (415) 986-8780 / Fax (415) 986-0908

www.tuttlelaw.com



Copyright © 2009 Tuttle Law Offices 2

What will we cover? 



 

Understanding “routed export transactions”


 

Who can file Electronic Export Information (EEI)?


 

Examples of U.S. Principal Parties In Interest (USPPI) 


 

When is an export transaction "routed“?


 

Do INCO terms matter?


 

Responsibilities of USPPIs and filing agents in "routed" export 
transactions 



 

Determining the USPPI in multi-tiered export transactions 


 

Export values for multi-tiered export transactions 


 

New Foreign Trade Regulation Penalties and Prior Disclosure 
Provisions 



Copyright © 2009 Tuttle Law Offices 3

Evolution of The Routed Export 
Transaction



 

Current Foreign Trade Regulations published June 2, 2008 (73 FR 
31548)



 

Proposed rule published February 17, 2005 (70 FR 8200)



 

Bureau of the Census: Clarification of Exporters’ and Forwarding 
Agents’ Responsibilities; Final (July 10, 2000, 65 FR 42556)



 

Bureau of the Census: Clarification of Exporters’ and Forwarding 
Agents’ Responsibilities; supplementary Proposed. October 4, 1999 
(64 FR 53861)



 

Bureau of the Census: Clarification of Exporters’ and Forwarding 
Agents’ Responsibilities; Proposed. Vol. 63, No. 151 / Thursday, 
August 6, 1998 / Proposed Rules p. 419
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Responsibility for Filing Export 
Information


 

Who is responsible?



 

Prior to July 10, 2000 filing a SED was the responsibility of the 
“Exporter of Record”



 

“Exporter of Record” was defined as the owner or party who has 
control over the export or disposition of the goods



 

Census said this led to confusion as to who had the obligation to 
file if the terms of sale were “Ex-works” because the foreign 
purchaser owned the goods prior to export and could “control” 
their export.
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Census Introduces The “Principal- 
Party-In-Interest” Concept



 

Commerce (BIS) and Census clarified roles and responsibilities 
of parties in a joint Federal Register notice (July 10, 2000, 65 FR 
42556)



 

Census adopted the “Principal-Party-In-Interest” (PPI) approach



 

The “U.S. Principal Party In Interest” (USPPI) is always responsible 
for filing the SED unless it is a “routed transaction.”



 

USPPI defined as “a person in the United States that receives the 
primary benefit, monetary or otherwise of the transaction.”
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Electronic Export Information 



 

Current Foreign Trade Regulations published June 2, 2008 
(73 FR 31548)



 

Mandated electronic filing of export information or “EEI” for all 
applicable shipments


 

The electronic equivalent of the export data formerly collected as 
Shipper’s Export Declaration (SED) information 



 

Must be filed through the AES or AESDirect


 

“AES” is the “Automated Export System.”


 

“AESDirect” is a special web based portal that exporters 
may use to file EEI directly 
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Who can file Electronic Export 
Information?



 

Definition of an “EEI filer” (FTR 30.3(a)):


 

USPPI or authorized agent (of either the USPPI or the FPPI) 



 

Must be approved to file EEI directly in the AES system or 
AESDirect Internet application



 

Must be physically located in US at the time of filing



 

Responsible for the truth, accuracy, and completeness of the EEI



 

(Except to extent that filer can demonstrate reasonably relied on 
information furnished by other responsible persons participating 
in the transaction.)
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Who can be a “USPPI”?


 

FTR Section 30.3(b)


 

(2) USPPI. For purposes of filing EEI, the USPPI is the 
person or legal entity in U.S. that receives the primary 
benefit, monetary or otherwise, from the (export) 
transaction. 



 

USPPI is person or entity that is any one of the following:


 

U.S. seller 



 

U.S. manufacturer 



 

U.S. order party 



 

Foreign entity purchasing or obtaining goods for export.
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Who can be a “USPPI”?


 

US Manufacturer Is USPPI



 

If a U.S. manufacturer sells goods directly to an entity in a foreign area, 
the U.S. manufacturer is listed as the USPPI in the EEI.



 

Wholesaler/distributor is USPPI



 

If a U.S. manufacturer sells goods, as a domestic sale, to a U.S. buyer 
(wholesaler/distributor) and that U.S. buyer sells the goods for export to 
a FPPI, the U.S. reseller is listed as the USPPI in the EEI.



 

U.S. Order party is USPPI



 

If a U.S. order party directly arranges for the sale and export of goods to 
a foreign entity, and requests the U.S. Mfg or other party to ship the 
goods to the FPPI,  the U.S. order party must be listed as the USPPI in 
the EEI.
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Single Tier Buy-sell Export 
Transaction
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Two-Tier Buy-Sell Export 
Transaction
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Two-Tier (Drop-Shipment) 
Export Transaction
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Who can be a “USPPI”?


 

A foreign entity may be the USPPI 
if it is in the United States when 
the items are purchased or 
obtained for export.



 

If a foreign person is listed as the 
importer of record when:


 

Entering goods into U.S. for 
immediate consumption or 
warehousing entry



 

The Customs broker who entered 
the goods, may be listed as the 
USPPI in the EEI, if



 

the goods are subsequently 
exported without change or 
enhancement.
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Routed Export Transactions



 

June 12,  2008 Fed Reg. 
Notice, page 31561 . . .



 

A routed export 
transaction is a 
transaction in which: 


 

FPPI authorizes a U.S. 
agent to facilitate the 
export of items from the 
United States



 

And to prepare and file 
EEI.
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Routed Export Transactions


 

FTR . . . Parties are free to structure commercial transactions, 
obligations, and responsibilities as they wish . . .
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Routed Export Transactions


 

Do INCOTERMS Matter?


 

Incoterms are standardized trade definitions that appear in 
international sales contracts 



 

Incoterms define the obligations of the parties with respect to:


 

Clearance


 

Documentation


 

Delivery of the goods to specified location


 

Arranging for contract of carriage 

INCOTERMS 2000 ©

Ex Works FCA FAS FOB CIF 

Export Customs Formalities Buyer Seller Seller Seller Seller

Contract of Carriage Buyer Buyer Buyer Buyer Seller
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Routed Export Transactions



 

In a routed transaction, USPPI is always responsible for 
filing EEI unless:


 

FPPI accepts responsibility for export clearance as evidenced by 
terms of sale or other agreement with USPPI, and FFPI 
“authorizes” . . . 



 

U.S. agent to facilitate the export and file EEI
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Routed Export Transactions



 

30.3(e)(1) . . .



 

FPPI may authorize the USPPI to be authorized agent and prepare and file the EEI. 



 

FPPI must provide a written authorization to the USPPI so that it may assume the 
responsibility for filing. 



 

If the FPPI authorizes USPPI to file EEI, the filing is still treated as a routed export 
transaction.



 

If the USPPI prepares and files the EEI, it must retain documentation to support the 
EEI filed.



 

The USPPI may not provide a copy of the filing to the FPPI



 

The USPPI may also authorize (sub delegate) an agent to file the EEI on its behalf. 
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Routed Export Transactions



 

30.3(f):
“In routed export 
transactions the 
USPPI is not required 
to provide the filing 
agent of the FPPI 
with a power of 
attorney or written 
authorization.”
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Routed Export Transactions



 

30.3(e)(2) provides:

“Upon request, the authorized agent must 
provide the USPPI with a copy of the power of 
attorney or written authorization from the FPPI.”
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Designating a Routed Export Transaction



 

The Routed Export 
Transaction indicator 
advises Census 
whether the EEI 
reported is a routed 
export transaction, or 
not.



 

Failure to designate a 
transaction as routed 
can subject the filer to 
a penalty under 30.71 
for filing false or 
misleading information
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Authorizing A Filing Agent



 

Section 30.3(f)


 

Where an authorized agent is filing EEI, agent 
must obtain from the appropriate PPI (USPPI 
or FPPI) either


 

a power of attorney or


 

written authorization
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Responsibilities of USPPI In Routed 
Export Transactions

Provide Filing Agent of FPPI with:


 

Name, address, IRS or EIN number of USPPI


 

Point of origin of shipment


 

Origin of merchandise (f) or (d)


 

Description of merchandise


 

Schedule B or HTSUS number 


 

Quantity


 

FTR Export Value 


 

ECCN and export license or license exception 
information 

15 CFR § 30.3(e)(1)
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Export Control Responsibilities 
In Routed Exports


 

30.3(e)(1).  Even in a “routed export transaction” USPPI 
is responsible for providing filing agent with: 



 

ECCN or sufficient information to determine



 

All licensing information necessary to file the EEI



 

Any other information that USPPI knows would affect the 
licensing authorization



 

Unless FPPI has also assumed responsibility for 
determining and obtaining license authority. See 15 
CFR 758.3 of the EAR
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Export Control Responsibilities 
In Routed Exports



 

Example of FPPI 
written acceptance:

“I undertake to determine 
any export license 
requirements, to obtain any 
export license or other 
official authorization, and to 
carry out any customs 
formalities for the export of 
the goods”

-- BXA Federal Register 
Notice, July 10, 2000, page 
42566.
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Export Control Responsibilities In 
Routed Exports:  Review



 

Under EAR 758.3, in routed transactions 
USPPI is:


 

the “exporter” for purposes of compliance with 
EAR and licensing requirements, unless



 

FPPI has expressly assumed licensing 
responsibility in 758.3 writing



 

In such cases the U.S. Agent of the FPPI is the 
“exporter” for EAR compliance and liability 
purposes.
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USPPI in multi-tiered export 
drop shipment transactions



 

USPPI in multi-tiered 
export transactions


 

U.S. distributor or reseller 
receives order from 
foreign PPI.



 

U.S. distributor or reseller 
places order with U.S. 
manufacturer



 

Requests U.S. 
manufacturer to ship 
goods directly to FPPI
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USPPI in multi-tiered export drop 
shipment transactions



 

In a drop-shipment transaction:


 

U.S. party receiving the foreign order is the USPPI 
and responsible for POA or written authorization 
with EEI filing agent.



 

Value to be reported is the selling price from USPPI 
(U.S. Distributor/ reseller/ order party) to the FPPI



 

U.S. manufacturer is not the party receiving the 
benefits of the export transaction . . . so it can not 
be the USPPI
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§ 30.60 Confidentiality of 
Electronic Export Information



 

EEI shall not be disclosed by the USPPI or the authorized 
agent for any ‘‘non-official purpose’’



 

including electronic transmission, paper printout, or certified 
reproduction.



 

to . . .  nongovernmental entities or individuals for any purpose; 
and



 

foreign governments for any purposes.
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Subpart H--New Census Penalties (30.71)



 

Failure to file and late filings


 

$1,000 per day per delinquency not to exceed $10,000 per 
violation



 

Non-filing violations, i.e., incorrect/ false Information 



 

Civil Penalties = $10,000 per violation


 

Criminal Penalties = $10,000 per violation and/or 5 years in 
jail



 

Enforcement delegated to DOC/OEE
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Enforcement Guidelines 



 

On January 2, 2009 CBP published guidelines for the Imposition 
and Mitigation of Civil Penalties for failure to comply with the 
FTR.



 

The guidelines became effective on February 1, 2009 and apply 
to violations incurred after that date.



 

Copy of the guidelines are attached
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Enforcement Guidelines


 

Guidelines provide separate mitigation 
structure for penalties assessed for: 


 

failure to file export information


 

late filing of export information 


 

failure to file all the necessary information in AES, as well 
as:


 

the filing of incorrect information in AES


 

failure to comply with some other requirement of the 
FTR, and 



 

the failure of the exporting carrier to provide certain 
documents or certain information to CBP
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Enforcement Guidelines



 

Penalties may be assessed against any culpable 
party with respect to the export transaction



 

Penalties may be assessed against more than one 
culpable party.



 

Penalties are to be assessed against the culpable 
party or parties based on each AES transmission
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Penalties for FTR Violations: 
Other than Non- or Late Filing



 

Incorrect value for shipment.



 

Incorrect information in the AES record, such as an incorrect USPPI, 
consignee, end-user, commodity description, or port of export.



 

Failure to cite correct license code or license number.



 

Failure to obtain Power of Attorney for AES transmission.



 

Failure to identify transaction as a routed transaction.



 

Failure to correct information in AES as changes become known to 
the filer.



 

Failure to provide carrier with appropriate proof of filing citation or 
exemption legend by the time periods set forth in the FTR.



 

Failure to retain all records relating to the export shipment for a 5-yr. 
period from the date of export.
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PENALTY MITIGATION:



 

First Recorded Offense—$500 to $2,500



 

Second Recorded Offense—$750 to $3,500



 

Third Recorded Offense—$1,000 to $5,000



 

Fourth and Subsequent Recorded Offenses— 
$2,000 to $10,000



 

Offenses within a 3 year period



 

First Offense– warning letter; education etc.,
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FTR Penalties:  Mitigating Factors
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FTR Penalties:  Aggravating Factors
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Sec 30.74 -- Voluntary Self-Disclosure



 

Voluntary self-disclosure is a mitigating factor in determining 
what administrative sanctions, if any, will be sought.



 

Does not apply if:



 

agency has the same or substantially similar information from another 
source and



 

commenced an investigation or inquiry in connection with that 
information



 

Effect of disclosure weighed against any aggravating factors



 

Must be made with with the full knowledge and authorization of 
senior management



Copyright © 2009 Tuttle Law Offices 47

Sec 30.74 -- Voluntary Self-Disclosure



 
Initial Notification


 

must be in writing and be sent to Chief, Foreign 
Trade Division, U.S. Census Bureau



 

include the name of the person making the 
disclosure 



 

The notification should describe the general nature, 
circumstances, and extent of the violations.



 

If violations involve other gov. agency disclosing 
party is responsible for notifying other agency
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Sec 30.74 -- Voluntary Self-Disclosure



 

The narrative account should include:



 

The kind of violation involved, for example, failure to file EEI, 
failure to correct fatal errors, failure to file timely corrections



 

Describe all data required to be reported under the FTR that was 
either not reported or reported incorrectly



 

An explanation of when and how the violations occurred



 

Identities and addresses of all individuals and organizations, 
whether foreign or domestic, involved in the activities giving rise 
to the violations
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Sec 30.74 -- Voluntary Self-Disclosure



 

Measures taken to minimize the likelihood that violations will 
occur in the future



 

The nature of the review conducted (conduct a thorough 
review of all export transactions for the past five years)



 

A description of any mitigating circumstances



 

Correction of Electronic Export Information  



 

Report all data required under the FTR that was not reported. 
Report corrections for all data reported incorrectly. 



 

All reporting of unreported data or corrections to previously 
reported data shall be made through AES
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FTR Compliance Manual



 

All USPPIs and Forwarders should have FTR 
Compliance Manual:


 

FTR  EEI and exemption statement filing 
requirements



 

Routed Export Transaction Processing


 

Recordkeeping


 

Audit of EEI filings including those by filing agents


 

How to correct EEI filings


 

Training and refresher training requirements
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