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The informed-compliance cul-
ture, established in the US in 
the 1990s through the Cus-

toms Modernisation Act and suc-
cessive amendments by the Federal 
Maritime Commission of the Ship-
ping Act of 1984, has been adopted 
globally post 9/11 and is being ag-
gressively implemented in the EU 
currently. The customs regime is 
increasingly complex and the pen-
alties for non-compliance can be 
severe. UK Customs are increasing 
the number of audits and visits to 
traders, with �nes of up to £2,500 for 
each individual error. Even so, few 
organisations have in-house compli-
ance experts, which is where Charles 
Kendall can provide assistance.

AVOIDING PENaLTIES
Serious infractions, such as rebat-
ing or illegal discounting, regularly 
incur severe penalties. A multi-
national agent was �ned $1million 
in 1980 for accepting illegal rebates 
from ocean carriers.

SOLUTIONS
Analysis of customs procedures can 
bene�t businesses in many ways 
from duty and demurrage savings 
to �scal representation which can 
improve your cash �ow, and pro-
vide consistent delivery lead times. 
Drawing on more than 30 years’ 
experience, they provide technical 
assistance and advice on all aspects 

of supply chain and freight man-
agement, including on-site audit of 
current import and export practic-
es by former senior Customs staff, 
and product classi�cation advice 
and follow-up with Customs for 
rulings to establish correct rates of 

duty. Charles Kendall recently ad-
vised a client to use an alternative 
Customs Procedure Code (CPC) 
which has produced savings of €2 
million per annum through im-
proved cash �ow, and reductions in 
clearance and freight costs.

When a multi-national pro-
ducer of consumer goods 
decided to launch a new 

distribution-centre (DC) facility near 
Saltillo, Coahuila, in Mexico, the chal-
lenges of operating in a volatile region, 
marked by an escalating narco-civil war, 
soon became apparent. They turned to 
Charles Kendall to provide the essential 
risk-management advice needed for 
the shipment in 2010-11 of 5,000 TEU 
shipping containers of highly pilfer-
able consumer goods. Charles Kendall 
undertook a disciplined approach to 
risk management through a four-step 
process of assessment, quanti�cation, 
mitigation and ongoing audit.

ASSESSMENT
Assessing the risk is an important 
�rst step to address and Charles 
Kendall quickly determined that 
a signi�cant, ever-present risk of 
theft, vehicle hi-jacking and contra-
band smuggling exists and the cus-
tomer’s product range falls within 
the �ve highest risk categories for 
theft in Mexico.

QUaNTIFICaTION
Additional risks exist in the form 
of federal penalties, �nes, and dam-
age to brand image and reputation. 
Cargo theft was the most prevalent 
property crime in Mexico in 2008 
and led to the cost of road transport 
increasing by 40 per cent in three 
years. Insurance premiums increased 
by $1 million year-on-year between 
2007 and 2008. Overall, the cost of 

road transport in Mexico is 20 per 
cent higher than in the United States.

RISK MITIGaTION
Charles Kendall made speci�c recom-
mendations including undertaking 
background checks on all drivers, no 
weekend or Friday deliveries, routing 
through Houston to a secure, private-
security compound on the Laredo bor-
der, escorts with radio control to central 
law enforcement, and use of steel-bolt 
seals. Charles Kendall re-designed 
the supply chain to mitigate speci�c, 
pre-quanti�ed threats, and have put a 
check-and-balance system in place to 
ensure that these are maintained.

ONGOING AUDIT
Quarterly site visits occur to inspect 
infrastructure, ensure adherence 
to standard operating procedures 
(SOPs) and to audit the process. 
Charles Kendall also source daily 
high-level security brie�ngs on the 
Mexican market to ensure that the 
customer is briefed immediately on 
any relevant developments. Since im-
plementation in March 2009, a zero-
loss record has been maintained.

Supply chains can be vulnerable to more than just the �nancial 
pressures of the global downturn. As well as the possibility 
of a supplier defaulting, there are risks of compliance, ethical 
responsibility, cultural and political issues and supply chain 
disruption, such as physical or natural disasters. Companies such 
as Charles Kendall are increasingly asked to produce signi�cant 
cost savings through tailored risk management and compliance 
programmes. Charles Kendall is a highly experienced global 
company, who provide supply chain solutions tailored to 
individual needs through the procurement cycle from sourcing 
to delivery to the end customer
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Managing your risk in the supply chain
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Customs Advisory & Compliance
Mexican Lock-down

Middle-East markets: opportunity or risk?

Entering the Middle-East markets can seem a 
daunting prospect but there are solutions which 
make it more than worthwhile. One solution is to 
use the Jebel Ali Free Zone (JAFZA) in Dubai where 
companies, such as CH Field, have established 
import services. CH Field holds a General Trad-
ing Licence issued by the Dubai Government and 
this allows them to offer a rare service by acting as 
your company in JAFZA and providing a low-cost, 
low-risk entry point for a wide range of products, 
with no duty due at the time of import into the 
valuable markets of the Middle East and beyond. 
More information about CH Field can be found at 
www.charleskendallfreight.com/solutions/ch-field

AEO Status

Authorised Economic Operator  status (AEO), plays a vital 
role in the security amendment of the Customs Code (Regula -
tion (EC) 648/2005) which came into force on 1 July 2009. The 
amendment aims to ensure an equivalent level of protection 
through customs controls for all goods going through EU cus -
toms territory and stipulates that relevant security data must 
be provided electronically by economic operators before the 
goods enter or leave the Community customs territory. With the 
transition period due to close at the end of 2010, all importers 
and exporters operating in the EU zone must comply with the 
changes in EU law or face potentially hefty government �nes. As 
one of the relatively few companies to hold this standard in the 
UK, Charles Kendall have a lower risk score within HM Revenue 
and Customs systems and in turn they bene�t from a fast track 
service through Customs controls. They are also ready for the 
changes due later in 2010 with ICS (Import Control System).
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