CBSA Fact Sheet on Importer Account Off-Setting
What is off-setting and when will it be in place?

The fundamental principle of off-setting relies on financial management best practice where a disbursement is not issued to a recipient who has outstanding debt.  All credit amounts owing to an importer will automatically be applied to the account to reduce their balance owing.  On August 2, 2016, account off-setting will begin. 

Benefits of Account Off-setting

Off-setting will automatically apply a credit to a client’s account, reducing its balance. There is no longer a requirement for a client to wait to receive a disbursement cheque in order to benefit from their entitled credit. 

The use of off-setting significantly reduces the number of disbursements issued to importers, resulting in a more expedited credit issuance process, which significantly reduces the cost to the Government of Canada.

How does off-setting work?

The off-setting process respects the importer/agent relationship. An importer credit that is associated with a specific broker will be used to off-set importer debt (amounts owing) that is associated to that same broker. An importer credit that is associated with a specific consultant will be used to off-set unassociated importer debt (importer debt that is not associated with any agent).

If, after off-setting has occurred, an importer’s account shows a credit balance, and there is no outstanding debt associated to the account, a disbursement will be issued directly to the importer if:

· The credit balance is greater than or equal to $1000.00; or,

· There has been a credit balance of less than $1000.00 for two consecutive months.

If the importer’s account has a credit balance less than $1000.00, it will remain on the account for the following month, at which time off-setting will occur. 

Off-setting will follow an importer’s use of an agent.  

· An importer credit associated with a specific customs broker will be applied to importer debits associated with that same customs broker.  

· An importer credit associated with an agent that is not a customs broker will be applied to importer amounts payable that is not associated with a customs broker.

If an importer’s account is in default and formal collection has begun, any importer credit may be applied against any of the importer’s debt.  Some examples follow:
The importer account has the following amounts owing:

	Agent
	Amount Owing (A)
	Credit (B)
	Remaining Balance (A-B)

	Broker A
	$500K
	$100K
	$400K

	Broker B
	$500K
	$250K
	$250K

	No broker (credit requested by other agent)
	$0
	$0K
	$0K

	Total outstanding balance 
	$1,000K
	$350K
	$650K


 In the above scenario:

· Broker A would have received a notice of the $100K credit on a daily notice (DN). The importer receives a notice of the credit (e.g. DAS) which indicates that it has been applied to their account, in this case associated to Broker A. 
· Broker B would have received a notice of the $250K credit on a daily notice (DN). The importer receives a notice of the credit (e.g. DAS) which indicates that it has been applied to their account, in this case associated to Broker B. 
· Broker A would be presented with a monthly SOA where the total payable to the CBSA for the above importer would be $400K. Similarly, Broker B would be presented with a monthly Statement of Account (SOA) where the total payable to the CBSA for the above importer would be $250K.  
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Month 1: There is a B2 credit on the account that remains open (available) after clearing. The B2 has a

status of “ blank™. The total payable is reduced by the amount of the B2 credit.

Month 2: Clearing runs and the B2 credit is used (offset). It now has a status of “O” and is no longer

available for offset. There is no adjustment to the total payable since the credit was already used.

Month 1

Month 2
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Month 1: No new transactions this period. One B2 credit is available for offset on the account.

Month 2: Still no new debt to offset. The B2 credit from previous month is disbursed.

If the credit amount had been less than $1,000 before disbursing, as per disbursement rules, we would
have checked the month zero balance and would have disbursed the less than $1,000 amount if month
zero also had a credit balance.

Month 1

Month 2
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Month 1: The account is in arrears, there are no new transactions for this importer and the available B2
credit is on the account; however, this importer has debt not associated with this broker. Since the
overall account balance is in a debit position, it doesn’t qualify for disbursement.

Month 2: The B2 credit from this broker is used to clear importer debt (i.e. AMP) that isn't on this broker’s
statement. Since the account is in arrears, and going to Collections, the CBSA will use this broker’s
credit to clear the importer’s debt.




Questions and Answers 
General Questions
1. Why is off-setting being implemented now?

Answer:  On January 26, 2016, the CBSA introduced the Accounts Receivable Ledger (ARL), a fully integrated and centralized accounting system that allows for the off-setting of account credits (refunds) against debits (amounts payable), and offers Trade Chain Partners (TCPs) more comprehensive accounting statements and new electronic payment options. Following the introduction of ARL, the CBSA decided to delay the introduction of account off-setting until August 2016 in order to provide TCPs with additional time to adapt to the implementation of ARL.  

2. What is importer “debt” specifically? 

Answer: Any debits on the importer account at the time of the cheque disbursement run will be considered “debt”. 
3. How do we request a replacement cheque for a cheque that has been lost or damaged? 
Answer: A request may be submitted via the CARM mailbox.
4. Who do I contact for outstanding refunds/cheques?

Answer:  Send an email with all related information to the CARM mailbox. 
5. Will the CBSA issue cheques for outstanding DASs or approved drawbacks approved before August 2, 2016?  
Answer:  Yes, the CBSA will send disbursement cheques for outstanding Details Adjustment Statements (DAS) or drawbacks approved and posted to ARL before July 29th, 2016.
6. Is there a method to request a disbursement cheque after the August 2, 2016, off-setting date?

Answer:  A request can be submitted via the CARM mailbox and these will be evaluated on a case by case basis.
B2 and DAS (B2-1)

1. Will a DAS still be mailed to the client and the broker?

Answer: Yes, by default the DAS will be mailed to the Importer of Record at the business address recorded in that importer’s CRA BN9 profile.  If box 10 is completed, a copy of the DAS will be mailed to the “agent” identified in that field.

2. How will you handle B2's which result in a payment owing (debit) to the CBSA?

Answer:  The transaction will be posted as a debt (debit) to the importer’s account.

3. If a B2, submitted by an agent, results in an amount owing, can it still be paid at a CBSA cash office? 

Answer:  Yes, the DAS can be paid in person at a CBSA office on or before the due date.  As is current practice, the importer of record will be responsible for payment of the DAS. A list of payment offices can be found on the CBSA website. http://www.cbsa-asfc.gc.ca/do-rb/menu-eng.html
4. How will Blanket B2 refund claims be handled? 

Answer: There is no change to this current refund process.  In the event that this results in a refund, a credit will be applied to the corresponding importer account. 
5. Will the remission policy still be in effect for B2s following off-setting? 
Answer: Yes, there will be no changes to the CBSA’s remission process regarding B2s. Amounts less than $7.50 do not require payment and amounts less than $2.00 will not be refunded? 
6. If Broker A confirms release of an entry and Broker B files a refund B2 using their own account security, which broker will see the credit on their Daily Notice (DN)/Statement of Account (SOA)?  

Answer:  Broker B will see the credit on their DN/SOA.
7. When a consultant files a B2 for an “I” importer, will the broker who filed the original B3 see that B2 on their DN/SOA?  
Answer: No they will not.
8. If the due date of a B2 occurs before the due date of the SOA, will the importer need to make a payment before the SOA to avoid late penalties?  
Answer:  Yes, the importer will need to make a payment to avoid late penalties as  due dates for B2s do not necessarily conform to SOA due dates.  The due dates for B2s are shown with each B2 transaction when posted on the DN. 
9. Following the implementation of off-setting, if an importer submits a B2 under his own ASEC number with the broker name indicated in field 10, will the off-set be applied to the importer's SOA? 

Answer:  In this case, if the B2 was submitted under the importer security the resulting credit would be used to off-set any importer debt.  Field 10 would be used to indicate that a copy of the DAS be sent to the ‘agent’ indicated in that field.  Generally, this would be an uncommon circumstance as box 10 is used to indicate the agent that prepared the B2 and would generally be submitted under that agent’s security.

10. What is the policy for non-revenue adjustments? Will they appear on the DN or SOA?    

Answer:  Non-revenue adjustments will not be produced on the DN or SOA.

11. For B2s resulting in an amount owing to the CBSA, that is approved during the middle of a payment cycle, will the amount be included in the amount owing on the SOA of the same month, even if the payment due would actually be 30 days after the decision date?  

Answer: Yes, the amount will be on the statement as it is considered a “pending debt” however the due date will also be displayed. If the payment is made after the specified due date for that transaction, it is considered late and interest will be charged accordingly.

K32 Drawbacks
1. If we submit the Drawback or B2 before Aug 2, 2016, will the CBSA still issue a cheque?

Answer:  The CBSA will issue a cheque if the decision date is prior to July 29th, 2016. 
2. How is the agent/importer relationship identified when filing a K32 drawback?  Does field #2 require additional information? 

Answer:  To ensure the drawback is properly associated, agents should include both their legal name and ASEC number in field 2 of the K32 form. 
3. Will the file number for the K32 be the document number on the DN?

Answer:  Yes, it is the K32 file number that is produced on the DN.
4. Will Drawbacks have the same “Disbursed” and “Off-set” statuses that B2s will have on the Broker and Importer SOA?

Answer: Yes, these will function in a similar manner to the B2s.  If box #2 on the K32 form is completed, as indicated above, the drawback will be associated with, and appear on, that “agent’s” (broker/consultant) SOA.
Refunds/Credits
1. Assuming an Importer has no outstanding debt with the CBSA; can cheques be sent to the broker?

Answer:  No, all cheques will now be issued to the importer of record.

2. If the importer of record is a non-resident importer in the USA, will cheques be sent directly to the non-resident importer in the USA? 

Answer:  Yes
3. If a seasonal importer has a credit less than $1000.00 and will have no activity until the following year, how will the importer get their credit? 
Answer:  Given that there is a credit balance of less than $1,000.00 on the account for two consecutive payment cycles, a disbursement cheque will be issued.
4. To what address will the CBSA issue disbursement cheques? 

Answer:   All cheques will be made payable to the legal entity and sent to the mailing address for the legal entity that the Canada Revenue Agency has on file related to the business number (BN9) for the importer of record.
5. Will disbursement cheques include a transaction summary for reconciliation purposes?

Answer:  Public Works and Government Services Canada (PWGSC) has stopped including transaction summaries with cheques issued. The CBSA is currently reviewing options to provide this information.
6. Will CBSA validate the BN numbers prior to issuing a credit/refund? 
Answer:  No, Trade Chain Partners are reminded of their responsibility under Customs legislation to provide accurate information to the CBSA.  The failure to do so may result in delays in releasing shipments in addition to any applicable penalties. Please refer to the BN Correction Process bulletin for further information. 
7. When will interest be calculated on credit B2's? 

Answer:  Section 80 of the Customs Act indicates that interest is payable as of the 91st day from the submission of the B2 and ends on the day the refund is granted. It is the issuance of the DAS that constitutes the granting of the refund. Once the DAS issued, the credit should appear on the DN within 24 hours. Any refund approved after 90 days is subject to interest and this would be included in the amount of the credit applied to the importer account.
Daily Notice and Statement of Account
1.  Will B2 transaction numbers appear on the DN?

Answer:  The transaction number is available today on the DN. If you use a service provider, you might wish to speak with them about providing that field to you.

2. If a broker’s importer has a credit balance associated with that broker, will the broker's SOA next month show that importer as having a credit balance forward?  
Answer:  Yes, if it was not disbursed or used to offset during that second month.
3. When we present a cheque for payment on a B2, will this payment show on a DN?

 Answer:  Yes, this will appear on the following day’s DN.
4. If the broker's client has a credit linked to the broker that offsets debit associated with that broker, the total amount on the SOA for that importer will be reduced and the broker would pay out less. However, since the importer is still owed that credit amount, won't the broker now have to provide a refund cheque to the importer?  
Answer:  If the broker collected from the importer more than he remitted to the CBSA, he will need to make a business decision with his client regarding how to administer that overpayment.
5. How will the importer of record, without an ASEC, know if they have an outstanding credit or debit?
Answer: An importer of record, without an ASEC, will be able to request a paper copy in person at a CBSA office that offers this service (please refer to the CBSA Website – http://www.cbsa-asfc.gc.ca/do-rb/menu-eng.html)
6. If there is an importer credit which is greater than their monthly transactions (for an importer who uses the broker’s ASEC) will the balance offset the broker total owing for that importer? 
Answer:  Yes, that could happen if the credit is associated with a refund or drawback request filed by that broker.
Additional Information:  
For more information regarding the implementation of the ARL, please visit the CBSA Website, or within Canada, call the Border Information Service at 1-800-461-9999. 
From outside Canada call 204-983-3500 or 506-636-5064. Long distance charges will apply. Agents are available Monday to Friday (08:00 – 16:00 local time / except holidays). 
TTY is also available within Canada at: 1-866-335-3237.
CARM mailbox: cbsa-asfc_carm.gcra@cbsa-asfc.gc.ca
