
IMPORTANT INFORMATION ABOUT ZONE SCHEDULES 
 
 
This zone schedule is being made available pursuant to 15 CFR 
400.44(e), which states:  “The Board shall make copies of zone 
schedules available on its Web site.” 
 
Availability of this zone schedule on the FTZ Board’s website 
does not imply that the FTZ Board has approved any rate/charge, 
policy or other content of this zone schedule.  In particular, while 
the FTZ Board staff intends to conduct spot checks over time, 
zone schedules are not reviewed for compliance with the public 
utility requirement (19 U.S.C. 81n, 15 CFR 400.42) prior to 
making the zone schedules available via the Board’s website. 
 
Pursuant to 15 CFR 400.44(b)(4), a grantee may not assess any 
specific rate or charge for which the amount – or formula for 
calculating the amount – does not appear in the zone schedule 
that the grantee has submitted to the FTZ Board. 
 
Complaints about a grantee’s compliance with statutory and 
regulatory requirements related to public utility and uniform 
treatment – including rate or charge amounts/formulas, a grantee 
assessing a rate or charge amount/formula that does not appear 
in its zone schedule, and a grantee not affording uniform 
treatment under like conditions – may be presented to the FTZ 
Board under 15 CFR 400.45 (which also allows for complaints to 
be made on a confidential basis, if necessary).  
 
Questions or concerns may be addressed to the FTZ Board staff 
at (202) 482-2862 or ftz@trade.gov. 



 
 
 

ZONE SCHEDULE 
 

RULES, REGULATIONS, RATES, AND CHARGES APPLYING AT: 
 

ILLINOIS INTERNATIONAL PORT DISTRICT (IIPD) 
 

FOREIGN-TRADE ZONE NO. 22 
 

CHICAGO, ILLINOIS 
 

Operating under granted authority by the Foreign-Trade Zones Board, 
Washington, D.C., to the Illinois International Port District (IIPD). 

 
 
  

Copies of this Zone Schedule are on file with the Foreign-Trade Zones 
Board, Washington, D.C. and U.S. Customs Port Director in Chicago, Illinois, 
and are available at the general offices of Foreign-Trade Zone No.22 upon 
request at a price of $5.00 per copy. 

 
More detailed guidance on U.S. Customs issues may be found in U.S. 
Customs FTZ Manual.  A copy is maintained for review by the Foreign-Trade 
Zone Operators. 
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ZONE GRANTEE 

 
Communications should be addressed to: Mr. Anthony G. Ianello 
       Executive Director 
       Illinois International Port District 
       3600 East 95th Street 
       Chicago, Illinois 60617-5193 
       Phone: (773) 646-4400 
       Fax: (773) 221-7678 
       iipd@iipd.com 

 
DESCRIPTION OF FOREIGN-TRADE ZONE NO. 22 

 
Pursuant to a Grant issued by the Foreign-Trade Zones Board, Washington D.C., as 

Board Order No. 108 on October 29, 1975, and an expansion authorized by Board Order 
Nos. 353, 614, 1127, 1313, and 1474, and boundary modifications approved in 1991, 
2005, 2007, 2009, and 2010, to the Illinois International Port District, under provisions of 
the Foreign-Trade Zones Act (19 U.S.C. § 81a-81u), Foreign-Trade Zone No. 22, has 
issued the following Zone Schedule on rules, regulations, rates and charges.  IIPD 
submitted an Alternative Site Framework Application, which was officially filed by the 
Foreign-Trade Zones Board as Docket 33-2010 on May 19, 2010.  The Application was 
approved pursuant to Board Order No. 1738 on January 12, 2011. 

 
Foreign-Trade Zone No. 22, which is operated as a public utility under Foreign-

Trade Zones Board Regulations, has offices located at 3600 East 95th Street, Chicago, 
Illinois 60617.  The zone has adequate electric power, water, waste disposal, 
communications, and access to all modes of transportation.  The buildings are equipped to 
provide private lease storage, manipulation, manufacturing, and office space. 

 
Foreign-Trade Zone No. 22, located at 3600 East 95th Street, Chicago, Illinois 

60617, consists of 41 sites totaling approximately 4,072 acres. The zone sites are based 
upon the original Application and Foreign-Trade Zones Board Administrative Actions 
A(27f)-11-91, A(27f)-12-91, A(27f)-2-2005, A(27f)-21-2007, A(27f)-56-2008, A(27f)-10-
2009, A(27f)-11-2009, A(27f)-20-2009, A(27f)-27-2009, A(27f)-39-2009, A(27f)-70-2009, 
A(27f)-73-2009, A(27f)-8-2010, A(27f)-12-2010, and A(27f)-41-2010. 
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SITE PLANS/FEDERAL REGISTER NOTICES/ADMINISTRATIVE ACTIONS 
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SECTION I — DEFINITION OF TERMS 
 

Act–The Foreign-Trade Zones Act of June 18, 1934 (48 Stat. 998 — 1003; 19 
U.S.C. § 81a-81u), as amended by Public Law 397, 73rd Congress, approved June 18, 
1950.  (15 C.F.R. § 400.2(a)). 

 
Admission Suspense Account–Merchandise received without complete U.S. 

Customs documentation or which is unacceptable to the inventory control and 
recordkeeping system will be recorded in a suspense account or record until 
documentation is complete or the system is capable of accepting the information.  (19 
C.F.R. § 146.22(c)).  See Section I — Definition of Terms, Temporary Deposit. 

 
Alteration–A change in the boundaries of a Foreign-Trade Zones Board approved 

and designated Zone or Subzone; designation of a separate Site of an already-activated 
Zone or Subzone with the same Zone Operator at the same port; or the relocation within a 
Foreign-Trade Zones Board approved and designated area of an already-activated Site 
with the same Zone Operator.  Notification must be sent to the Foreign-Trade Zones 
Board.  The Operator must make a written application to the local Port Director of U.S. 
Customs for approval of an alteration of an activated area, as it must be checked by 
Customs through its security survey to ensure the security suitability and fitness of the area 
for receipt of merchandise in zone status. 

 
Alternative Site Framework (ASF) means a three-part application that transforms a 

general-purpose zone by creating a service area (Cook, Du Page, Grundy, Kane, 
Kankakee, Kendall, Lake, McHenry, and Will Counties) where a “usage-driven” site can be 
established in thirty (30) days or a traditional “magnet” industrial park site can be 
established in six (6) to ten (10) months if certain criteria are met. 

 
Antidumping/Countervailing Duty–FTZ Board Regulations require that any 

merchandise admitted to a zone that is subject to an AD/CVD Order must be placed in 
privileged foreign status.  (15 C.F.R. § 400.33(b)(2)). 

 
Applicant of Record–The person, firm or corporation in whose name the 

application to admit merchandise into the zone (CBPF 214) is made, recognized by U.S. 
Customs as having the legal right to make the application.  Evidence of this right of the 
applicant is the same as would be required to establish the right to apply for release of the 
merchandise from U.S. Customs with the right to make entry.  (19 C.F.R. § 146.32(b)(2)). 

 
Board–The Board means the Foreign-Trade Zones Board created by the Act to 

carry out the provisions thereof.  The Foreign-Trade Zones Board shall consist of the 
Secretary of the Department of Commerce, who shall be the chairman, and the Secretary 
of the Treasury.  (15 C.F.R. § 400.2(b)). 

 
Bulk–In trade, a product, or a mass (of a product), which is not packaged, bundled, 

bottled, or otherwise packed, so that it is designated as bulk or bulk merchandise. 
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Conditionally Admissible Merchandise–Merchandise that may be admitted to the 

zone or be imported into the U.S. under certain conditions.  Merchandise subject to 
antidumping and countervailing duty, subject to Foreign-Trade Zones Board Grant 
Restrictions, or merchandise transferred from a bonded warehouse, are examples of 
conditionally admissible merchandise for admission to the zone.  Merchandise which is 
subject to permits or licenses (i.e. FDA controlled merchandise, certain firearms, motor 
vehicles, etc.), or merchandise which may be reconditioned to bring it into compliance with 
the laws administered by various federal agencies are examples of conditionally admissible 
merchandise for import.  See  Sections 6.3, 6.7(g), and 11.45, U.S. Customs FTZ Manual. 

 
Container–A container is a shipping device—a non-self propelled, rigid, non-

disposable, returnable, cargo-carrying device with or without wheels, enclosed or otherwise 
and includes any container, trailer, chassis platform, specially constructed skid, pallets, 
mount, or combination thereof, and which is designed to be transported integrally as one 
unit directly and mechanically between vessels and piers so as to eliminate intermediate 
rehandling and/or storage of cargo. 

 
CBP Form 214–Application and permit to admit merchandise into a Foreign-Trade 

Zone and/or designation of zone status. 
 
CBP  Form 214A–Application for Foreign-Trade Zone Admission and/or Status 

Designation.  This form is the pink or salmon colored statistical copy of the CBPF 214 
utilized for Bureau of Census reporting purposes.  Approval may be requested by the Zone 
Operator to submit statistical information directly to Census by flexible diskette 
transmission, 3480 data cartridge, or direct computer transmission.  If this is not requested, 
the CBPF 214A is required to be submitted to U.S. Customs. 

  
CBP Form 216–Application and permit for the manipulation, manufacture, 

exhibition, temporary removal or destruction of merchandise within a Foreign-Trade Zone. 
 
Customs Territory–The territory of the United States in which the general tariff law 

of the United States applies but which is not included in any Foreign-Trade Zone. 
 
Domestic Merchandise–Domestic sourced or foreign sourced previously duty paid 

merchandise.  See Status of Merchandise herein. 
 
Foreign Merchandise–Imported merchandise that has not been properly released 

from U.S. Customs custody in the Customs territory of the United States.  See Status of 
Merchandise herein. 

 
Fungible Merchandise–Merchandise that for commercial purposes is identical and 

interchangeable in all situations. 
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Grantee–The Grantee of Foreign-Trade Zone No. 22 is the Illinois International Port 
District, an organization to which the privilege of establishing, operating, and maintaining a 
foreign-trade zone has been granted by the Foreign Trade Zone Board. 

 
Harmonized Tariff Schedule of the U.S. (HTSUS) Number–The ten-digit number 

used to identify all imported and exported merchandise.  The complete text is available 
from the U.S. International Trade Commission, Publication 2831. 

 
In-Transit Merchandise–The term “in-transit merchandise” includes all foreign 

merchandise transported into and out of the United States, whether in and out of the same 
port or across the country to another port, with or without transshipment, warehousing, 
breaking bulk, or change in mode of transportation, which originated in one foreign country 
and is destined at the time of the original shipment to another foreign country.  Its 
distinctive feature is that it is being transported, from one foreign country through the 
United States to another foreign country, under a through bill of lading or other 
documentation for a completed journey. 

 
Inventory Records– 
 
A. Zone Lot Number (ZLN)–A number assigned to the unit or units of goods 

(zone lot) for which a separate record and account is to be kept by the Zone Operator or 
Zone User.  The merchandise must be physically segregated and marked by lot at all 
times.  (19 C.F.R. § 146.37(a)(1) and (d)). 

 
B. Unique Identifier Number (UIN)–Number, letters, or combination of both 

(alphanumeric) that identify merchandise admitted to a zone.  It is fungible material 
typically identified by a part number, model number, style number, SKU, etc.  This number 
may be used for control and accounting of the goods.  FIFO (First In, First Out) and FOFI 
(Foreign First) inventory relief methods have been authorized by U.S. Customs.  (19 C.F.R. 
§ 146.37(a)(2) and (d)).  Generally, a FIFO system is used for UIN activity. 

 
Lease–The document of agreement entered into between the owner or lessor of the 

property and the lessee for use of space within the Foreign-Trade Zone. 
 
Magnet Site means sites intended to attract multiple potential FTZ operators/users. 
 
Manipulation–Means breaking up, repacking, assembling, distributing, sorting, 

grading, cleaning, mixing with foreign or domestic merchandise, or other processing which 
does not constitute a manufacture. 

 
Manufacturing–Activity involving the substantial transformation of a foreign article 

resulting in a new and different article having a different name, character, use, and HTS 
classification.  Authority for such activity in a zone must be secured from the Foreign-Trade 
Zones Board and authorized on a CBPF 216 by U.S. Customs. 
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Merchandise–Merchandise includes goods, wares and chattels of every description 

except prohibited merchandise.  (Building materials, production equipment, and supplies 
for use in operation of a zone may not be considered “merchandise.”) 

 
North American Free Trade Agreement (NAFTA) Duty Deferral Program–The 

NAFTA Duty Deferral Program is currently in effect for trade between the United States 
and Canada/Mexico.  Under this Program, all foreign sourced, non-NAFTA-qualified 
merchandise used in manufacturing in a foreign-trade zone, whether or not the finished 
product is NAFTA-qualified, when exported to Canada/Mexico must be the subject of a 
special NAFTA “08” code Customs entry and be subject to U.S. Customs duties, applicable 
antidumping/countervailing duties, and merchandise processing fees. 

 
Open or Yard Storage–The keeping of merchandise on open space within the 

fenced-in area of the Foreign-Trade Zone where merchandise not requiring weather 
protection may be stored. 

 
Operating Agreement–The agreement between the Zone Operator and the Zone 

User, or the Zone Grantee and the Zone Operator describing rights, responsibilities, and 
financial considerations. 

 
Port Director, U. S. Customs–The Port Director of U.S. Customs located in 

Chicago, Illinois, or his representative. 
 
Prohibited Merchandise–Merchandise, the importation of which is prohibited by 

law on grounds of public policy or morals, or any merchandise that is excluded from a zone 
by order of the Foreign-Trade Zones Board.  Books urging treason or insurrection against 
the U.S., obscene pictures, and lottery tickets are examples of prohibited merchandise.  
Also, certain operations involving the following merchandise are prohibited: Tobacco, 
cigars, cigarettes and cigarette papers and tubes (26 U.S.C. § 5701-5706); Firearms (26 
U.S.C. § 4181-4182/5811); Distilled spirits, alcohol, wine and beer (26 U.S.C. § 5001-
5008/5010); Sugar (26 U.S.C. § 4501-4503); Watch movements (19 U.S.C. § 1367-1368); 
Bicycle parts were prohibited for a limited time period (19 U.S.C. § 81b(c)) until December 
3 1, 1992; and retail sales in a zone (19 U.S.C. § 81 (o)(d) & 19 C.F.R § 146.14).  Detailed 
information on exactly what merchandise is prohibited from being admitted to the foreign-
trade zone is available from the Zone Grantee. 

 
Quantity–Means the numerical count of the units composing a shipment of 

merchandise. 
 
Quota–Means a set limit of a given item that may be imported during a set period of 

time (normally one year).  Tariff rate quota only limits the quantity that may be imported at 
the lower rate; imports above the quota quantity would be at a higher rate of duty. 
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Re-Exports or Reshipments–Merchandise from one foreign country initially 
destined to the United States that, after being unladen, stored, and/or manipulated or 
manufactured in this country, is transported under a new bill of lading or other new 
documentation to another foreign country.  Generally, it includes all merchandise of foreign 
origin which has not been so manipulated or manufactured as to be deemed a product of 
the United States, and which has not been released from Customs custody into Customs 
territory. 

 
Regulations–All operations within the foreign-trade zone are subject to the 

Foreign-Trade Zones Board Regulations, 15 C.F.R. Part 400; and U.S. Customs 
Regulations, 19 C.F.R. Part 146.  Imports and exports may also be governed by the 
Regulations or Guidelines of other Federal Agencies.  All products to be admitted to a 
foreign-trade zone must be reviewed for potential compliance issues. 

 
Restricted Merchandise/Operations–Merchandise which may not be authorized 

for delivery from Customs custody without a special permit, or a waiver thereof, by an 
agency of the U.S. Government.  Contact the Zone Operator for a list of Restricted 
Merchandise.  Also, the Foreign-Trade Zones Board and U.S. Customs have restricted 
certain operations involving the following products: steel, apparel/textiles, television tubes, 
auto parts, milk, and sugar, orange juice, printers ink, alcohol/gasohol, oil refining, tires, 
chain saws and golf carts.  The restrictions may vary on a case-by-case basis.  Contact the 
Zone Grantee for a current list of Foreign-Trade Zones Board Grant Restrictions.  (15 
C.F.R. § 400.31). 

 
Sequential Number–The control number or the zone admission number on the 

CBPF 214 in block #6.  The Zone Operator sets the number structure.  It is not the zone lot 
number or the UIN. 

 
Service Area means the Cook, Du Page, Grundy, Kane, Kankakee, Kendall, Lake, 

McHenry, and Will Counties area, where usage-driven or magnet sites can be established. 
 
Status of Merchandise– 
 
A. Domestic Merchandise–Merchandise produced in the U.S., not exported 

therefrom, and on which all internal revenue taxes, if applicable, have been paid; and, 
imported merchandise properly released from Customs’ custody on which all applicable 
duties and taxes have been paid.  (19 C.F.R. § 146.43). 

 
B. Nonprivileged Foreign Merchandise–Foreign merchandise or non-tax-paid 

domestic merchandise upon which the duty and applicable taxes will be determined at the 
time the merchandise enters the Customs territory of the United States from the zone for 
consumption.  (19 C.F.R. § 146.42). 
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C. Privileged Foreign Merchandise–Foreign merchandise or non-tax-paid 
domestic merchandise upon which the duty and applicable taxes have been determined at 
the time this status is approved.  The determined duty rate and taxes are not subject to 
future fluctuation.  However, if merchandise is subject to antidumping or countervailing 
duties, and therefore placed in Privileged Foreign status, the merchandise will be entered 
under the HTSUS rate of duty in effect at the time of admission to the zone; however, the 
estimated AD/CVD rates are those in effect at the time of withdrawal from the zone.  
Merchandise subject to antidumping or countervailing duties, that must be placed in 
privileged foreign status pursuant to Section 400.33(b)(2), Foreign-Trade Zones Board 
Regulations, may be exported duty free except to North American Free Trade Agreement 
countries.  Once established, Privileged Foreign status cannot be changed.  If merchandise 
has already been admitted to a zone with Nonprivileged Foreign status, Privileged Foreign 
status may be obtained by filing a CBPF 214 and related documents.  Application for this 
status, however, must be filed prior to manipulation or manufacture in the zone.  (19 C.F.R. 
§ 146.41). 

 
D. Zone-Restricted Merchandise–Merchandise admitted to a zone for the sole 

purpose of exportation or destruction.  Merchandise with Zone-Restricted Status may not 
enter U.S. Customs territory for consumption except when approved by the Foreign-Trade 
Zones Board.  No manufacturing or processing may occur with merchandise that is in Zone 
Restricted Status.  Drawback may be filed immediately upon merchandise admission.  (19 
C.F.R. § 146.44). 

 
Storage–The keeping of merchandise in or upon the premises within the 

Foreign-Trade Zone. Covered storage means keeping within a covered and enclosed 
structure affording weather protection.  The term “storage”, without other designation, 
ordinarily implies covered storage. 

 
Subzone–A special purpose zone established as part of a zone project for a limited 

purpose that cannot be accommodated within an existing zone.  Foreign merchandise may 
be admitted to the area without the payment of U.S. Customs duties and taxes or the 
imposition of U.S. quotas; domestic merchandise is allowed in the area.  No U.S. Customs 
duties, taxes, or quotas apply if the merchandise is exported; U.S. Customs duties, taxes 
and quotas are applicable if the merchandise is imported into the U.S. Customs territory 
either on the basis of the imported materials or the finished product depending on the zone 
status designation. 

 
Sunset Provision—Magnet sites have a rolling five (5) year sunset provision during 

which at least a portion of the magnet site must be activated, while a usage-driven site 
must demonstrate actual zone activity within three (3) years or lose zone status. 

 
Temporary Deposit–Merchandise admitted to a foreign-trade zone under 19 C.F.R. 

§ 146.35, when information or documentation is insufficient in order to complete the CBPF 
214.  The documentation and time period restraints under this provision are avoided if the 
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Admission Suspense Account procedures in 19 C.F.R. § 146.22(c) are followed.  See 
Section I — Definition of Terms, Admission Suspense Account. 

 
Transshipment Merchandise–Foreign merchandise which enters and leaves the 

United States through the same port, being transferred from one vessel to another directly 
or by way of a Foreign-Trade Zone or Customs Bonded Warehouse.  The term is 
particularly applied to such merchandise transferred through a Foreign-Trade Zone. 

 
Unit of Quantity–Means the customary grouping of a commodity as a unit to 

indicate the medium or method of measure. 
 
United States–The fifty States, the District of Columbia, and Puerto Rico that 

constitute the Customs territory of the U.S.  The term “United States” includes all territories 
and possessions of the United States, except the Virgin Islands, American Samoa, Wake 
Island, Midway Islands, Kingman Reef, and the Island of Guam, which are not considered 
part of the U.S. Customs territory. 

 
Usage-Driven Site means sites designated to meet a specific operator/user’s 

present need for FTZ designation; usage-driven sites cannot be used by another entity. 
 
Warehouse–A covered and enclosed structure, affording weather protection, used 

primarily for short or long term storage of merchandise, and often containing business 
offices.  In a Foreign-Trade Zone it also is used for manipulation, manufacture, and 
exhibition of merchandise. 

 
Weight–Means the gross weight of the merchandise including all containers, except 

as noted to the contrary. 
 
Zone Admission Number–The control number or sequential number on the CBPF 

214 in block #6.  The Zone Operator sets the number structure. 
 
Zone Operator–The foreign-trade zone may be managed by the Grantee, a firm 

that oversees one or multiple zone users, or each firm may be its own foreign-trade Zone 
Operator.  For the purposes of this Schedule, the term Zone Operator shall apply to both 
general-purpose zones and subzones.  The zone or subzone may be an organization, 
corporation, partnership, or person that operates under the terms of an agreement with the 
Zone Grantee. There may also be multiple Zone Operators operating under the terms of 
agreement with the Zone Grantee.  

 
Zone User–A person or firm using a zone for storage, handling or processing of 

merchandise.  The Zone Operator may authorize a Zone User to maintain its individual 
inventory control and recordkeeping systems and procedures manual; however, the Zone 
Operator will remain responsible to Customs and liable under its bond for supervision, 



SECTION I - DEFINITION OF TERMS 
 

 Illinois International Port District (IIPD) January 2014 8 

defects in, or failures of the systems unless the Zone User posts its own FTZ Operator’s 
Bond and becomes a Zone Operator. 

 
Zone Year– Each Zone Operator may choose its own zone year.  September 30 is 

the year-end for Foreign-Trade Zones Board Annual Report purposes. 
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SECTION II — OVERVIEW OF FOREIGN-TRADE ZONES 
 

Foreign-trade zones (zones) are restricted-access sites in or near ports of entry, 
which are licensed by the Foreign-Trade Zones Board and operated under the supervision 
of U.S. Customs (see19 C.F.R. Part 146).  Authority for establishing these facilities is 
granted to qualified corporations.  Applications submitted to the Foreign-Trade Zones 
Board for grants of authority must show the need for zone services and a workable plan 
that includes suitable facilities and financing. 

 
Zones are operated under public utility principles.  Zone Grantees usually contract 

with private firms to operate facilities and provide services to zone users.  Zones have as 
their public policy objective the creation and maintenance of employment through the 
encouragement of operations in the United States that, for Customs reasons, might 
otherwise have been carried on abroad.  The objective is furthered particularly when zones 
assist exporters and re-exporters, and usually when goods arrive from abroad in an 
unfinished condition for processing here rather than overseas.  

 
Foreign and domestic merchandise may be moved into zones for operations not 

otherwise prohibited by law involving storage, exhibition, assembly, manufacture or other 
processing.  The usual formal Customs entry procedure and payment of duties is not 
required on the foreign merchandise unless and until it enters Customs territory for 
domestic consumption, in which case the importer ordinarily has a choice of paying duties 
either on the original foreign material or the finished product.  Quota restrictions do not 
normally apply to foreign goods stored in zones, but the Foreign-Trade Zones Board can 
limit or deny zone use in specific cases on public interest grounds.  Domestic goods moved 
into a zone for export may be considered exported upon entering the zone for purposes of 
excise tax rebates and drawback.  “Subzones” are a special-purpose type of ancillary zone 
authorized by the Foreign-Trade Zones Board, through grantees of public zones, for 
operations by individual firms that cannot be accommodated within an existing zone when 
it can be demonstrated that the activity will result in a significant public benefit and is in the 
public interest.  Foreign merchandise and domestic merchandise for export in a zone are 
exempt from state and local ad valorem taxes.  (15 C.F.R. § 400.1(c)). 

 
More detailed information is contained in the Foreign-Trade Zones Act — 19 U.S.C. 

§ 81a-u; Foreign-Trade Zones Board Regulations — 15 C.F.R. Part 400; and U.S. 
Customs Regulations — 19 C.F.R. Part 146. 
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SECTION III — APPLICATION OF RULES, REGULATIONS AND RATES 
 
Section III.0 – Application and Interpretation of Foreign-Trade Zone No.22, Zone 
Schedule 
 

The rules, regulations and rates of this Zone Schedule shall apply at Foreign-Trade 
Zone No.22, its subzones and annexes unless otherwise provided for.  The Zone 
Grantee/Operator shall be the sole judge to interpret and determine the applicability of any 
of the rates, regulations or services provided for in this Zone Schedule.  However, any 
matter involving interpretation or action by U.S. Customs or other agency of the U.S. 
Government will be determined by the Port Director of Customs, with the concurrence of 
the Foreign-Trade Zones Board.  Where applicable, the Foreign-Trade Zones Board and 
U.S. Customs Regulations shall prevail should any conflict arise with this schedule. 
 
Section III.1 – Regulations — Foreign-Trade Zones Board 
 

Foreign-Trade Zone No. 22, is regulated by the Foreign-Trade Zones Board, 
Washington, D.C., special regulations as defined in the U.S. Code of Federal Regulations, 
Title 15, Chapter IV, Part 400-Regulations of the Foreign-Trade Zones Board.  Copies of 
these regulations are attached for reference. 
 
Section III.2 – Regulations — United States Customs and Border Protection 
 

Foreign-Trade Zone No.22 is subject to special U.S. Customs regulations as defined 
in U.S. Code of Federal Regulations, Title 19, Chapter I, Part 146-Foreign-Trade Zones.  
Copies of these regulations are attached for reference. 
 
Section III.3 – Public Utility Status 
 

Pursuant to Foreign-Trade Zones Board Regulation, the zone must be operated as 
a public utility.  All rates and charges for all services or privileges within the zone shall be 
fair and reasonable, and the Zone Grantee and Zone Operator(s) shall afford to all who 
may apply for the use of the zone and its facilities and appurtenances uniform treatment 
under like conditions, subject to such treaties or commercial conventions as are now in 
force or may hereafter be made from time to time by the United States with foreign 
governments.  (15 C.F.R. § 400.2(g)).  The General-Purpose Zone Project contains 
buildings available for sale or lease, and open land suitable for construction, to ensure that 
the reasonable zone needs of the business community are being met.  The buildings are 
equipped to provide storage, manipulation, manufacturing, and other office space for 
individual companies to act as their own Operator within their own facility.  Additionally, 
there are buildings available, or land available for construction, that would accommodate a 
third party provider public warehouse building or buildings, making zone services available 
to those companies who did not wish to lease or purchase their own building, or physically 
handle their own merchandise while within the foreign-trade zone site.  In this manner, the 
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Grantee provides the community the opportunity for a wide range of firms to be 
accommodated under public utility principles. 
 
Section III.4 – Property Ownership 
 
IIPD may choose whether to seek to renew zone status at its discretion for a new industrial 
park expansion property if it is not activated within five (5) years as stated in a March 4, 
2009 memorandum from Mr. Andrew McGilvray, Executive Secretary of the Foreign-Trade 
Zones Board.  Zone status is a “privilege,” not a “right,” which is provided to Grantees only 
in the Foreign-Trade Zone Act.  Property owners are not specifically included, and the 
Foreign-Trade Zones Board does not have the legal right to grant them the privilege of 
zone status. 
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SECTION IV — SECURITY PROCEDURES 
 

Section IV.0–Background Investigation 
 

In order to permit U.S. Customs to complete the activation request, a background 
investigation on the qualifications, character and experience of key employees and 
principal officers who will be involved in the operation of the zone must be completed.  A 
list of each individual, including full names, addresses, social security numbers, and dates 
and places of birth or a completed CBPF 3078 must be submitted to U.S. Customs in order 
for them to perform this investigation.  (19 C.F.R. § 146.6(c)).  
 
Section IV.1–Employees and Persons Entering and Leaving Activated Portion of 
Zone 

 
Persons desiring admittance to the zone shall make application to the Zone 

Operator and shall be bound by the Foreign-Trade Zones Board and U.S. Customs 
Regulations and the rules of the Zone Operator.  The identification badge issued must be 
worn and shown upon request.  Upon leaving the zone, any temporary pass must be 
surrendered.  All persons having business in the zone will enter and leave at the prescribed 
pedestrian entrances and be subject to examination as deemed necessary for the 
protection of the Customs revenue. 
 
Section IV.2–Identification of Employees Within Activated Portion of Zone 
 

Every employee on duty within the zone and in connection with the operation of the 
zone shall be required while within the zone to wear appropriate identification badges to be 
provided by the Zone Operator of the zone or individual Users of the zone.  Adequate 
security will be maintained for unissued badges.  All persons having business within the 
zone, but not possessing appropriate zone-issued badges, passes, or other approval to 
enter the zone, shall apply for the appropriate approval and entry identification at the Zone 
Operator’s office.  A visitor’s log will be maintained by the Zone Operator and will contain 
the date, name, firm, person to be visited, and pass number for each visitor permitted to 
enter the zone. 
 
Section IV.3–Physical Facilities 
 

All merchandise stored in the zone will be stored in a safe and sanitary manner.  
Aisles will be established in storage areas and may be changed from time-to-time.  All 
entrances shall be left unblocked.  Trash and waste shall be promptly removed from the 
zone.  All local, state, and federal health laws shall be observed to ensure protection of 
public safety.  (19 C.F.R. § 146.4 (f)). 
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SECTION V — OPERATION OF ZONE 
 

Pursuant to regulations of U.S. Customs, all or any portion of the zone approved by 
the Foreign-Trade Zones Board may be approved by the Zone Grantee and the Port 
Director of Customs for foreign-trade zone operations and for the admission, handling, and 
shipment for import or export of merchandise in zone status.  All procedures of U.S. 
Customs shall be followed.  (19 C.F.R. § 146.6). 
                 
Section V.1–Boundary Modification 
 

The Zone Grantee may submit to the Foreign-Trade Zones Board an Application to 
modify the boundary of an existing zone or subzone.  This process involves the exchange, 
not an increase, of like acreage/square footage.  The procedure is administrative at the 
Foreign-Trade Zones Board without a Federal Register notice.  (15 C.F.R. § 400.26(c)).  
No fee is owed the Foreign-Trade Zones Board.   
 
Section V.2–Construction of Buildings and Facilities Within a Zone 
 

The Zone Grantee may, with the approval of the Foreign-Trade Zones Board, permit 
other persons, firms, or corporations to erect buildings and other structures within the zone 
as will meet their particular requirements.  The Foreign-Trade Zones Board statute and 
regulations contain certain requirements.  All security related construction should be in 
accordance with U.S. Customs requirements and the building activated by U.S. Customs 
prior to use.  The Foreign-Trade Zones Board must be notified of all such construction in a 
user-driven foreign-trade zone that was not approved in the original Application.  
Notification will occur with the Annual Report to the Board.  If manufacturing authority 
within a general-purpose zone is requested, notification will occur with a Request for 
Manufacturing/Processing Authority approved by the Foreign-Trade Zones Board.  In a 
foreign-trade subzone or a general-purpose zone operation with manufacturing authority, 
all such construction not approved in the original Application must be approved by an 
Expansion Application to the Foreign-Trade Zones Board in advance of any zone activity.  
(19 U.S.C. § 81m)(15 C.F.R. § 400.28(a)(6)). 
                                                                                                                         Section V.3–
Deactivation 
 

A Zone Operator may file a request with the Customs Port Director to deactivate all 
or a portion of an existing activated zone or subzone and shall cease to admit merchandise 
into the zone site in zone status.  Final action and disposition of the merchandise must be 
made with the concurrence of the Customs Port Director. 
 
Section V.4–Disposition of Merchandise in a Zone 
 

In general, merchandise lawfully admitted to a zone may, in accordance with these 
and other regulations made under the provisions of the Act be sent into Customs territory 
of the United States, destroyed or exported.  (19 C.F.R. § 146.71). 
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Section V.5–Exclusion from Zone of Goods or Process of Treatment/Grant 
Restrictions 
 

When it shall be reported to the Foreign-Trade Zones Board that any goods or 
process of treatment is detrimental to the public interest, health, or safety, the Foreign-
Trade Zones Board shall cause such investigation to be made, as it may deem necessary. 
 No operation or process of treatment will be permitted in the zone that in the judgment of 
the Foreign-Trade Zones Board or the Zone Operator is detrimental to the public interest, 
health, or safety.  (15 C.F.R. § 400.31).  Normally, the Foreign-Trade Zones Board issues 
a Grant Restriction by means of a Board Order governing such activity.  Grant Restrictions 
are restrictions or conditions placed in a Grant or other approval by the Foreign-Trade 
Zones Board that may limit the zone status allowed, the kind of operation or the 
merchandise in a zone, the entry of merchandise into the commerce, the life of the Grant, 
or the amount of acreage allowed to be activated. See also the definition of Restricted 
Merchandise/Operations. 
 
Section V.6–Forms, Procedures and Operations in a Zone 
 

The merchandise and operations permitted in a zone, the disposition of 
merchandise in a zone, the zone status of the merchandise and special provisions 
applicable to each status, compliance with requirements of other Federal Agencies, the 
subsequent importation of merchandise, the exportation of merchandise from a zone, and 
other operations in a zone authorized by the Act are all controlled by U.S. Customs Forms 
or forms of other Federal Agencies.  The Customs forms required are available upon 
request from the Zone Operator. 
 
Section V.7–Grant Sale/Conveyance, Transfer, Assignment, Etc. 
 

The Foreign-Trade Zone Grant of Authority may not be sold, conveyed, transferred, 
set over, or assigned (FTZ Act, Section 17; 19 U.S.C. § 81q).  (15 C.F.R. § 400.28(a)(8)).  
Application may be made to the Foreign-Trade Zones Board to reissue a Grant under 
certain conditions. 

 
Section V.8–Hours of Business and Service 
 

The Zone Operator shall prescribe hours of business and service, for U.S. Customs 
purposes. 
 
Section V.9–Independent Contractor Status 
 

Zone Grantee, Zone Operator, and any future Zone User are not and shall not be 
considered as joint venturers, partners, or agents of each other, and none shall have the 
power to bind or obligate the other except as set forth in any written agreements.  Zone 
Grantee, Zone Operator, and any future Zone User agree not to represent to anyone that 
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they are agents of one another or have any authority to act on behalf of one another except 
as set forth in any written agreements. 
 
Section V.10–Lapse/Sunset Provision 
 

The grant of authority for every user-driven zone or subzone may lapse if it is not 
activated and in operation within five years of the initial Foreign-Trade Zones Board Order 
issued after November 7, 1991.  Detailed provisions apply.  Contact the Zone Grantee for a 
complete explanation.  (15 C.F.R. § 400.28(a)(5)).  All zone operators in general-purpose 
zone sites are subject to sunset provisions.  A usage-driven site operator must 
demonstrate zone activity within three (3) years or lose zone status.  If an operator is 
located in a magnet site, the operator or another operator in the magnet site must activate 
a portion of the magnet site within five (5) years.  Failure to meet the sunset provisions will 
result in automatic deletion of zone status.  IIPD as Grantee will not be held liable for any 
difficulties this may create for an operator. 

 
 
Section V.11–Manipulation, Manufacture, Exhibition of Merchandise  
 

In general, merchandise lawfully brought into a zone may, in accordance with these 
and other regulations made under the provisions of the Act, be stored, sold, exhibited, 
broken up, repacked, assembled, distributed, sorted, graded, cleaned, mixed with foreign 
and domestic merchandise, or otherwise manipulated or be manufactured. 
 

(a) Permission for any manipulation, manufacture, destruction, or exhibition in a 
zone shall be obtained from the Port Director of Customs, as the representative of the 
Foreign-Trade Zones Board, subject to such application and procedure prescribed by the 
Secretary of the Treasury for the protection of the revenue by means of a CBPF 216.   

(b) The Foreign-Trade Zones Board defines manufacturing as any change in HTS 
classification.  The Foreign-Trade Zones Board must approve all manufacturing operations. 
 Any new manufacturing operation beyond the scope approved in the Grant of Authority 
must be authorized by the Foreign-Trade Zones Board.  See generally 15 C.F.R. § 
400.28(a)(2).  The Foreign-Trade Zones Board must be notified if sourcing changes occur 
with an approved manufacturing activity involving new foreign materials subject to quotas 
or inverted duty benefits.  (15 C.F.R. § 400.28(a)(3)).  In a user-driven zone, expedited 
action under fast-track procedure can be secured for previously approved manufacturing 
activity.  (15 C.F.R. § 400.32(b)(1)).  In existing general-purpose zone sites and subzones, 
temporary or interim manufacturing authority may be secured in seventy-five (75) to ninety 
(90) days if the manufacturing activity is similar to previously approved manufacturing 
activity in previous applications to the Foreign-Trade Zones Board. 
 

(c) In the event of the denial of any application by the Port Director for any reason, 
the applicant, the Zone Grantee, or the Zone Operator of the zone may appeal the adverse 
ruling.  If any revenue protection considerations are involved in such an application, the 
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Foreign-Trade Zones Board shall be guided by the determinations of the Secretary of the 
Treasury. 
                                                                                                                     
Section V.12–Merchandise Permitted in a Zone 
 

Foreign and domestic merchandise of every description, except such as is 
prohibited by law, may without being subject to Customs laws of the United States, except 
as otherwise provided in the Foreign Trade Zones Act and the regulations made 
thereunder, be admitted into a zone. 

 
(a) Merchandise that is specifically and absolutely prohibited by law shall not be 

admitted into a zone.  Any merchandise so prohibited by law that is found within a zone 
shall be disposed of in the manner provided for in the laws and regulations applicable to 
such merchandise. A distinction is made between (1) merchandise which is specifically and 
absolutely prohibited by law on the grounds of policy or morals, such as immoral or 
subversive literature, obscene articles, or lottery matter, and (2) merchandise which is 
subject to conditional prohibition only, for example, articles which are subject to permits or 
licenses for the protection of economic or national security or which may be reconditioned 
to bring them into compliance with the laws administered by various Federal agencies.  
Port Directors of Customs are required to exclude the first class of articles and may not 
permit them to be admitted to a zone if they are aware of their prohibited status, except 
that the Port Director may permit the temporary deposit of any such merchandise in the 
zone pending final determination of its status.  The transfer of articles of the second class 
to a zone is subject to any requirements of the Federal agency concerned.  See 19 C.F.R. 
§ 146.31(a) and (b).      

 
There is no prohibition against placing over-quota merchandise in a zone pending its 

right to transfer to Customs territory pursuant to the applicable quota provisions. 
 

(b) The application for the admission of merchandise into a zone shall be approved 
or disapproved by the Port Director of Customs as the representative of the Foreign-Trade 
Zones Board on a CBPF 214. 
 

 (c)  For definitions of Prohibited and Restricted Merchandise, see Section I. 
 
Section V.13–Retail Trade Within Zone 
 

No retail trade shall be conducted within a zone except under permits issued by the 
Foreign-Trade Zones Board.  Duty paid and domestic merchandise may be sold in a 
foreign-trade zone under certain circumstances.  Contact the Zone Grantee for more 
detailed information. 
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Section V.14–Scope of Authority 
 

Foreign-Trade Zone No. 22 is authorized by Foreign-Trade Zone Board Order Nos. 
108, 353, 614, 1127, 1313, and 1474, 1685, and 1738 to undertake the activities set out 
therein. The Foreign-Trade Zones Board must authorize all production and manufacturing 
activity that results in a change in the imported material’s Harmonized Tariff Schedule of 
the United States classification.  Any change in imported materials and finished products 
for such activity must also be authorized to only undertake those activities approved by the 
Foreign-Trade Zones Board.  Zone Operator/User shall promptly notify the Zone Grantee 
of any activity requiring Foreign-Trade Zones Board notice and authorization. 
 
Section V.15–Sponsor of New Zone or Subzone 
 

The Zone Grantee may in its sole discretion decide to sponsor a new zone or 
subzone project and forward an Application to the Foreign-Trade Zones Board.  In order to 
make its determination, the interested party must submit, in letter form to the Grantee, 
sufficient data in summary form as required in an Application to the Foreign-Trade Zones 
Board. (15 C.F.R. § 400.24, 400.25).  If the Zone Grantee decides to sponsor the 
proposed project, the Application must be prepared at the cost of the applicant.   

 
 
Section V.16–Status of Merchandise in a Zone 
 

For the purposes of the Act and the regulations relating to this Section, all 
merchandise within a zone, except merchandise in transit through a zone as provided in 
U.S. Customs Regulations, and except merchandise temporarily transferred to a zone for 
manipulation under Customs supervision pursuant to Section 562, Tariff Act of 1930, as 
amended, shall be given a zone status on a CBPF 214 document.  Any changes to the 
zone status must be made on a CBPF 214 and approved by U.S. Customs.  For definitions 
see Section I. 
 
Section V.17–Subsequent Importation of Zone Merchandise 
 

Articles produced or manufactured in a zone and exported therefrom shall, on 
subsequent importation into the Customs territory of the United States, be subject to the 
import laws applicable to like articles manufactured in a foreign country, except that articles 
produced or manufactured in a zone exclusively with the use of domestic merchandise, the 
identity of which has been maintained in accordance with the Second Proviso of Section 3 
of the Act, as amended, may, on such importation, be entered as American goods 
returned.  (19 C.F.R. § 146.67(e)).  Contact the Zone Grantee for more detailed information 
on this topic. 
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Section V.18–Termination-Accrued Obligations/Survival 
 

All Zone Operator/Users will specifically acknowledge and agree that, upon 
termination or expiration of tenancy in the foreign-trade zone for any reason whatsoever, 
Zone Operator/User shall not be released or relieved from fulfilling any and all of its 
obligations or duties which arose or accrued during the term of its zone usage, and Zone 
Operator/Users will specifically represent and warrant to Zone Grantee that upon 
termination or expiration of its zone usage for any reason whatsoever, Zone Operator/User 
shall completely perform and fulfill any and all of its obligations or duties which arose or 
accrued during the term of its zone use including the immediate preparation and filing of all 
necessary reports with the Grantee and U.S. Customs.  Specifically, the Zone 
Operator/User’s indemnity obligations, bond obligations, and record and record retention 
obligations shall survive the termination or expiration of any Agreement and/or zone activity 
for any such reason.  Zone Grantee may require the tender of all such records for 
safekeeping. 
 
Section V.19–Termination-Bankruptcy 
 

The Foreign-Trade Zone activity or any rights hereunder shall not be subject to 
involuntary assignment, transfer or sale or to assignment, transfer or sale by operation of 
law in any manner whatsoever, and any such attempted involuntary assignment, transfer or 
sale shall be void and of no effect.  Without limiting the generality of the foregoing, Zone 
Operator/User agrees that in the event any proceedings under the Bankruptcy Act or any 
amendment thereto be commenced by or against Zone Operator/User, and, if against Zone 
Operator/User, said proceedings shall not be dismissed before either an adjudication in 
bankruptcy or the confirmation of a composition, arrangement or plan of reorganization, or 
in the event Zone Operator/User be adjudged insolvent or make an assignment for the 
benefit of its creditors, or if a writ of attachment or execution be levied against any real or 
personal property owned or leased by Zone Operator /User within the Zone and be not 
released or satisfied within 15 days thereafter, or if a receiver be appointed in any 
proceedings or action to which Zone Operator/User is a party with authority to take 
possession or control of the business conducted thereon by Zone Operator/User and such 
receiver be not discharged within a period of 15 days after his appointment, any such event 
or any involuntary assignment may constitute a termination by the Zone Grantee of the use 
of the Zone without notice or any other action and also shall terminate all rights hereunder 
at the discretion of the Grantee organization. 
 
Section V.20–Termination-Conviction/Abandonment 
 

Foreign-Trade Zone usage may be terminated if Zone Operator/User shall be 
convicted under any law of a felony as defined by such law; if the Foreign-Trade Zones 
Board or U.S. Customs should suspend or terminate Zone Operator/User or the activated 
status of the zone; or if the Zone Operator/User shall voluntarily abandon, desert, or vacate 
the premises or discontinue its operations.  Zone Operator/User shall immediately provide 
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all records and reports for Zone Grantee, the Foreign-Trade Zones Board, and U.S. 
Customs. 
 
Section V.21–Use of Zone by Carriers 
 

The loading or unloading areas of a zone are intended primarily for the use of 
vehicles unloading merchandise into the zone or loading merchandise from the zone, and 
their use for other purposes may be terminated by the Secretary of the Treasury if found to 
endanger the revenue, or by the Foreign-Trade Zones Board or Zone Grantee if found to 
interfere with the primary uses of the zone. 
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SECTION VI — GENERAL RULES AND REGULATIONS 
 
Section VI.0–Agreements 
 

All firms using the services of a Foreign-Trade Zone Operator must enter into an 
operating agreement.  All Foreign-Trade Zone or Subzone Operators must enter into an 
agreement with the Zone Grantee.  If there is a conflict between the operating agreement 
and this Schedule, the agreement will prevail.  Copies of the agreements are available from 
the Zone Grantee/Operator(s). 
 
Section VI.1–Charges 
 

A. For Special Zone Staff Services—The Zone Operator maintains in the zone an 
assigned staff of employees to assist in the normal operation of the zone during 
regular business hours, M-F 8:30 a.m. – 4:30 p.m. 

 
Zone staff services rendered during National holidays, Saturdays and Sundays or 
during overtime hours, at the specific request to the Zone Operator of the user of 
zone facilities for such purpose, will be negotiated with Zone User of such 
services.   

 
B. Government Agencies—Charges made by government agencies are not 

included in this Zone Schedule and should be arranged by the Zone User or his 
agent with the government agency concerned. 

 
C. How Enforced—For the purpose of enforcing the payment of charges named in 

this schedule on merchandise in the zone facilities, the zone may take possession 
of such merchandise, and remove and store same at the charge, risk, and 
expense of the owner or consignee thereof and/or may sell the goods by public 
auction, and/or pursue other remedies as may be provided by law. 

 
D. Service Charges—Service fees may be charged on all accounts receivable at 30 

days age, checks returned due to “insufficient funds” in an account, etc.   
 

E. When Payable—Zone charges are due and payable as they accrue. 
 
Section VI.2–Communication, Audits, Inspections and Requests for Information 
 

Zone Operator/User shall inform Zone Grantee of any written or oral communication 
with U.S. Customs, the Foreign-Trade Zones Board, and any other Federal Agency that 
involves the merchandise held in the zone with respect to zone activity.  Zone Grantee 
must make all written submissions to the Foreign-Trade Zones Board with respect to 
Foreign-Trade Zone activity.  The Zone Operator/User shall promptly notify Zone Grantee 
of any oral or written request for information, inspection, spot check, or audit of any kind 
from U.S. Customs or the Foreign-Trade Zones Board or other reports requested by any 
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government agency and of any audit or investigation commenced by any government 
agency which directly concerns zone operations, and shall accompany such notification 
with copies of all letters, requests, reports and investigative documentation to Zone 
Grantee. 
 
Section VI.3–Confidential Relationship 
 

All foreign-trade zone documentation contains confidential business information that 
may not be copied or disclosed without the express written permission of the particular 
party in interest.  All information shall be kept confidential except that which is required to 
be made public by the Foreign-Trade Zones Board or U.S. Customs.  The Zone Operator is 
specifically required by 19 C.F.R. 146.4(d)(3) to maintain all transaction records 
confidential.  This document contains trade secrets and commercial and financial 
information relating to the confidential business of private parties.  The Trade Secrets Act 
(18 U.S.C. 1905) provides penalties for disclosure of such information. 
 
Section VI.4–Foreign-Trade Zone Usage 
 

Zone Operator agrees to place the following language in all lease agreements 
involving the referenced property: 
 

The Premises are within Foreign-Trade Zone No.22.  If a purchaser, lessee, 
or tenant wishes to utilize the foreign-trade zone, it must enter into an Agreement 
with the Foreign-Trade Zone Grantee or Zone Operator as appropriate. 
 
Section VI.5–Government Agencies 
 

Zone Operator/User must comply with all lawful regulations of U.S. or Illinois 
government agencies.  Besides U.S. Customs, many U.S. agencies have specific laws that 
apply to the import and export of merchandise.  The Zone Operator/User and its Customs 
Broker, if applicable, are responsible for assuring compliance.  See also Regulations 
definition in Section I. 
 
Section VI.6–Governmental Licenses 
 

Zone Operators/Users are responsible to obtain, maintain, and keep current any and 
all licenses, permits, certificates or other authorizations required by any Federal, State, or 
local government that are or may be necessary in the conduct of business in or from the 
zone. 
 
 
Section VI.7–Insurance 
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All Zone Operators/Users shall secure and maintain throughout the term of their 
zone tenancy insurance with requirements and limits as required by the Zone Grantee.  
Zone Operators/Users must furnish certificates of insurance evidencing the required 
coverage ten (10) business days prior to the commencement of operations.  As appropriate 
insurance shall include statutory workmen’s compensation, automobile liability, and general 
liability. 

 
Zone tenancy may be terminated if, at any time, a Zone Operator/User fails to 

maintain the required insurance for any period of time or fails to comply with any of the 
insurance requirements.  Detailed insurance requirements may be secured from the Zone 
Grantee/ Operator.  Insurance is carried by Zone Operator on its own property only and 
does not include insurance on the contents stored therein.  Zone User is obligated to put 
nothing within the zone which will cause the cancellation or forfeiture of the insurance or 
affect the premium rate thereof on the building or buildings of which the leased premises 
forms a part.  A list of such materials is available in the office of the Zone Operator.  
Insurance on commodities or other property stored on the leased premises must be carried 
by and at the expense of Lessee or owner of the commodities or other properties.  
Merchandise stored, manipulated, or transferred within the zone is not insured by the Zone 
Operator, and the Zone Schedule rates do not include insurance on merchandise.  
 
Section VI.8–Public Interest, Health and Safety 
 

No operation or process of treatment will be permitted in the zone that, in the 
judgment of the Foreign-Trade Zones Board, Zone Grantee or Zone Operator, is 
detrimental to the public interest, health and/or safety.  Zone management reserves the 
right to refuse merchandise that would, in the opinion of the zone management, pose 
unusual or unacceptable problems or hazards to the zone.  See also Restricted 
Merchandise/Operations in Section I.  (15 C.F.R. § 400.31(a)). 
 
Section VI.9–Regulations — General 
 

All persons and merchandise of every description entering or leaving Foreign-Trade 
Zone No. 22 for any purpose whatsoever shall be bound by the lawful regulations of the 
Foreign-Trade Zones Board and by the Board Order issued thereunder, and U.S. Customs 
and actions of the Port Director of Customs. 
 

Although zones are outside the Customs territory, most Federal laws apply in zones. 
 The extent to which they apply or do not apply depends on their precise wording, their 
relationship to the Foreign-Trade Zones Act, and the interpretation thereof by the particular 
Federal Agency affected.  State and local laws apply in zones except to the extent they are 
preempted or modified by Federal laws.  The Foreign-Trade Zones Board and the Port 
Director of Customs cooperate with Federal, State, and local government authorities in the 
administration of their laws, regulations, and ordinances.  The Zone Grantee, Zone 
Operator, and Zone Users shall allow such authorities access to the zone to carry out their 
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duties.  They are, however, subject to admission and departure requirements as noted 
herein. 
 
Section VI.10–Regulations — Zone 
 

The rules governing procedure within Foreign-Trade Zone No. 22 are issued in 
conformity with and supplementary to the Foreign-Trade Zones Board and U.S. Customs 
regulations and such other United States laws and regulations relating to the Port of Entry 
as are applicable to Foreign-Trade Zone Operations. 
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SECTION VII — SPECIAL RULES PERTAINING TO MERCHANDISE 
 
Section VII.0–Abandonment, Arrearage, or Insolvency 
 

If merchandise has been abandoned in the zone, or the person in whose account 
the merchandise is held in the zone apparently has absconded, is insolvent, or is in serious 
arrears in payments owed to the operator, the operator must take legal action under the 
laws of the state in which the zone is located to dispose of the merchandise. If the operator 
is authorized to sell the merchandise in public auction to recover a debt, the buyer will have 
title in the goods to dispose of them at his or her option.  If the merchandise is to be 
entered for consumption the owner or purchaser will be held liable for any duties, taxes and 
deficiencies due.  Auction sales will be conducted by the zone operator or representative 
thereof, and not by Customs or a Customs contractor. 
 
Section VII.1–Bureau of Census Reporting 
 

Certain statistical information is necessary to be provided to the Bureau of the 
Census on all FTZ admission receipts.  If provided to Customs, the CBPF 214A must be 
salmon or pink in color and be identified as “Statistical Copy”. (19 C.F.R. §146.32(a)).  The 
current CBPF 214 to be utilized is available from the Operator.  U.S. Customs is 
responsible for transmitting the CBPF 214As to Census.  The Operator, pursuant to an 
agreement with Census, may provide this data to the Bureau of the Census monthly in a 
number of different automated ways or it may be provided to U.S. Customs by completion 
and transmittal of the CBPF 214A.  Other means of transmittal may be direct transmission 
of data.  The Bureau of the Census must receive the reports no later than the tenth 
calendar day following the month covered by the report.  Technical specifications are 
available from the Bureau of the Census.  The Zone Operator must submit a request letter 
to Census for approval authorizing the zone to submit this information directly. 
 
Section VII.2–Customs Bond 
 

A Customs Form 301, Activity Code 4, is utilized for the Foreign-Trade Zone 
Operator’s Bond.  Provisions are set forth at 19 C.F.R. § 113.73. 
 
Section VII.3–Customs Inspection of Merchandise While in Zone 
 

The Zone Operator/User or his agent shall at all times be immediately available to 
make the merchandise subject to inspection required by U. S. Customs and shall have the 
sole responsibility of opening crates and packages, handling the merchandise and securing 
the crates and packages following the inspection.  In the event that the Zone Operator/User 
or his agent is not immediately available for inspection, then the zone personnel shall be 
authorized to open such packages for U. S. Customs and shall not be liable for any loss or 
damage for any reason whatsoever to the goods of the consignee.  The Zone 
Operator/User may be charged for such services.   
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Section VII.4–Customs Permit 
 

Merchandise will not be delivered to or through Customs territory unless the delivery 
order is accompanied by: a CBPF 3461/CF 7501 (entry for consumption); a CBPF 7512 
(entry for transportation, immediate exportation, or transportation and exportation); or 
appropriate alternate procedures. 

 
Section VII.5–Grantee Knowledge 
 

The Zone Grantee is not obligated to, and does not intend to, monitor the day-to-day 
activity of the Foreign-Trade Zone.  The Zone Grantee shall have no knowledge, actual or 
constructive, of the quantity, character, status designation, identification, or time of 
admission, transfer, or release of goods into or from the Foreign-Trade Zone.  
 
Section VII.6–Handling of Merchandise 
 

Zone Operator/User will be responsible for the receipt and verification of all 
merchandise admitted to the Zone on the proper Customs Forms and for handling of all 
merchandise having activity being performed under the proper Customs Forms.  Zone 
Operator/User will perform all these functions according to all Customs Regulations that 
apply to these activities.  Zone Operator/User will not allow removal of any merchandise 
located within the Zone without prior approval from Customs under the applicable laws, 
rules and regulations of U.S. Customs. 
 
Section VII.7–Harbor Maintenance Fee-- 
 

The Water Resources Act of 1986 provides for a Harbor Maintenance Fee to be 
imposed for commercial use of Ports in the United States.  All merchandise arriving at 
deepwater ports is subject to a fee of .125%.  The Applicant for admission is liable for 
payment of the fee.  The filing of the CBPF 349 quarterly is the responsibility of the Zone 
Operator/User or its Customs broker.  The CBPF 350 is used for amendments or refunds.
  
                                                                                                                           
Section VII.8–Hazardous/Objectionable Commodities 
 

The zone will not be required to accept for storage any commodity that will affect the 
rate of insurance on other merchandise in storage.  Products will not be stored except in 
locations or areas that are not restricted in the acceptance of any commodity for storage 
under the insurance rate established on contents stored therein.  The Grantee reserves the 
right to not allow certain merchandise to be stored, processed, or manufactured in the 
zone. 
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Section VII.9–Indemnification 
 

Zone Operator/User will protect, indemnify and hold harmless Zone Grantee and its 
respective Boards, officers and employees from and against any and all actions, suits, 
proceedings, claims, demands (including attorneys’ fees and costs), whether insured or 
not, arising out of, or incident to, Zone Operator/Users obligations and operations 
hereunder.  Zone Grantee/Zone Operator may require a bond at any time Zone 
Grantee/Zone Operator deems it necessary to adequately protect the parties indemnified 
hereby. 
 
Section VII.10–Indemnity Bond 
 

Zone Users shall be required, upon notice by the Zone Operator, to post an 
indemnity bond executed by a U.S. surety on a form and acceptable to the Zone Operator, 
or other security, payable to the Zone Operator as a guarantee of payment of Customs 
duty or taxes or other obligations of or to the Zone Operator to protect past, present, or 
future obligations or liabilities of the Zone Operator. 
 
Section VII.11–Marking 
 

All merchandise handled in the zone, before entry to Customs territory, must be 
marked in accordance with U.S. Customs regulations as to the country-of-origin and in 
accordance with all other government regulations.  No merchandise will be permitted by 
Customs to be transferred from the zone for any purpose that is not properly labeled or 
carries any false or misleading label or mark.  A CBPF 216 must be filed and approved by 
U.S. Customs prior to any repacking and labeling that may occur in the zone.   
 
Section VII.12–Merchandise Processing (User) Fee 
 

The current Customs Merchandise Processing (User) Fee of .21% ad valorem is 
applicable only to the value of foreign non-duty paid merchandise entered into the U.S. 
from a foreign-trade zone.  In 1995, the North American Free Trade Agreement for 
Canadian NAFTA qualifying merchandise provides that the fee is zero, not .21% as for all 
other imports.  For Mexican NAFTA qualifying merchandise, the fee was eliminated June 
30, 1999.  It is collected on a Customs entry CBPF 7501.  Merchandise that is exported, 
scrapped, etc. from the zone is not subject to the Merchandise Processing Fee.  The fee 
has a minimum of $25 and is capped at $485 per entry. 
 
Section VII.13–Permission to Manipulate, Manufacture, Exhibit, Repack or Destroy 
 

Before merchandise may be manipulated, repacked, manufactured, exhibited, or 
destroyed within the zone, application on CBPF 216 must be presented to the Zone 
Operator for concurrence.  The Zone Operator will then forward the application to U.S. 
Customs.  On approval by U.S. Customs, the contemplated activity will then be permitted.   
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Section VII.14–Record Deficiencies 
 

In the event that any audit, inspection, or examination by U.S. Customs, the 
Foreign-Trade Zones Board, Zone Grantee or Zone Operator discloses that books, records 
or operational procedures of Zone Operator/User are not in conformance with the 
requirements of Federal, State and/or local law and the Operator’s Agreement, U.S. 
Customs, the Foreign-Trade Zones Board, Zone Grantee or Zone Operator may order the 
immediate correction of the documents or procedures.  In the event that it is anticipated 
that such correction will take in excess of five (5) working days, a plan of performance will 
be submitted by the responsible party(s) to the Zone Grantee or Zone Operator for the 
correction of such discrepancy which shall be approved if necessary, by the Foreign-Trade 
Zones Board and U.S. Customs, and shall proceed with all due diligence to correct the 
deficiency as described in the approved plan. 
 
Section VII.15–Record Retention 
 

All financial and accounting records of Zone Operator/User concerning zone 
operations shall be retained for five (5) years after the act or occurrence recorded or after 
the merchandise covered by such records has been forwarded from the Zone, whichever is 
longer, and all such records shall be available for inspection and audit by any appropriate 
government agency and by Zone Grantee during normal business hours. 
 
Section VII.16–Reports to Governmental Agencies 
 

The Zone Operator is required to submit periodic reports to the Grantee and U.S. 
Customs, or may be required to perform other acts as the Zone Operator of the zone in 
compliance with governmental regulations.  Zone Users are required to and shall 
cooperate with the Zone Operator in the creation and maintenance of procedures, 
systems, regulations, or programs, and provide information and statistics that the Zone 
Operator considers necessary to ensure compliance with governmental requirements.  The 
Zone Grantee must file an Annual Report to the Foreign-Trade Zones Board by the last 
business day in January on all activity that occurred in the zone during the previous 
government fiscal year (October 1 through September 30).  Each Zone or Subzone 
Operator and Zone User must cooperate in providing the necessary data (15 C.F.R. § 
400.46(d)).  This data must be provided to the Grantee by no later than December 1st each 
year.  An Annual Reconciliation and Annual Internal Review is required of each Foreign-
Trade Zone or Subzone Operator.  (19 C.F.R. § 46.25, 146.26).  A certification letter 
acknowledging that the Annual Reconciliation and Annual System Review have been 
completed must be forwarded to the Customs Port Director within ninety (90) days of the 
end of the Operator zone year. 
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Section VII.17–Right of Entry 
 

Representatives of the Zone Grantee, Zone Operator, Zone User, the Foreign-Trade 
Zones Board, U.S. Customs and other authorized U.S. Government officers, shall have the 
right of access to enter the Zone for the authorized and lawful purpose of examining same, 
conferring with Zone Operator/User, its agents, invitees, and employees on such premises, 
inspecting and checking operations, supplies, equipment and merchandise, and 
determining whether the business is being conducted in accordance with the procedures 
established for the operation and management of the zone. 
 
Section VII.18–Temporary Removal 
 

Merchandise held in the zone may be temporarily removed from the zone for the 
limited purposes of repair, restoration, or any incidental operation which would not 
constitute a “manufacture or production” under drawback law, 19 U.S.C. § 1313, and then 
returned to the zone.  Application on a CBPF 216 must be presented to the Zone Operator 
and then to U.S. Customs for concurrence.  See Customs Headquarters Ruling 214189 
(August 31, 1982), Ruling 218458 (January 27, 1986), Customs Directive 3260-20 (August 
4, 1986) and Section 9.2 of U.S. Customs FTZ Manual for a more detailed description of 
this limited provision. 
 
Section VII.19–Trucking and Lighterage 
 

Transfer of foreign merchandise from the first Port of arrival through Customs 
territory to the zone and from the zone to the port of export must be made by Customs 
bonded trucks, rail cars, airplanes, lighters or other carriers and subject to U.S. Customs 
regulations.  Alternate procedures for transfer of merchandise under the Foreign-Trade 
Operators Bond (see 19 C.F.R. § 146.40(b)), not on bonded carriers, may be available 
with Customs approval. 
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SECTION VIII – CHARGES 
Section VIII.0–Charges 
 

Each User-Driven Zone Operator that makes its facilities available to multiple zone 
user firms is responsible for preparing and submitting to the Grantee and Appendix which 
sets out the rules, rates and charges at the zone site.  Each Zone Operator assumes 
responsibility for maintaining a complete and current Zone Schedule. Each Zone Operator 
will provide an Appendix of their charges to the Grantee and any changes and/or revisions 
to the Appendix upon implementation.  Additionally, firms utilizing the User-Driven Zone 
may act as their own Zone Operator.  No other charges will be levied other than those in 
Appendix A.  Under these circumstances, the zone sites will operate under the Rules and 
Regulations and Grantee Rates and charges as set out herein. 
 
Section VIII.1–Uniform Pricing 
 

All customers having similar volume and circumstances will be afforded the same 
contractual terms. 
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GRANTEE CHARGES 
 
APPLICATION, ACTIVATION, AND ANNUAL FEES— 
 
(a) Foreign-Trade Zones Board Application Fees—Zone Applications submitted to the 

Foreign-Trade Zones Board must be accompanied with a check in the following 
amount, as required by 15 C.F.R. § 400.29: 
 
(1) Additional General Purpose Zones (15 C.F.R. § 400.24 and 400.21 

(a)(2))Traditional Format ........................................................................ $3,200 
 
(2) Special Purpose Subzones (15 C.F.R. § 400.25) Traditional  Format 
 (i) Non-manufacturing/processing or less than three products ............. $4,000 
 (ii) Manufacturing/processing three or more products ........................... $6,500 
 
(3) Expansions (15 C.F.R. § 400.26(b)) Traditional Format ......................... $1,600 
 
These fees are payable by the Zone Operator of the appropriate site as described in 1, 
2, and 3 above.  The Zone Grantee will not be liable for any such fees.   
 
(4) Usage-Driven Site Boundary Modification ................................................ $0 
 
Note that there are no fees payable to the Foreign-Trade Zones Board for Usage-
Driven Applications, Boundary Modifications or Requests for Manufacturing/Processing 
Authority within a general-purpose zone. 

 
(b) U.S. Customs Activation and Annual Fee—These fees were suspended pursuant to 

the Omnibus Budget Reconciliation Act of 1987 (Public Law 100-203). 
 
(c) The Zone Grantee charges each Zone Operator fees based upon services rendered.  

Fees may be adjusted from time to time by the Grantee by issuance of a correction to 
the Schedule. 

 
(1) Annual Fee—Firms Acting as their own Operator-An administrative annual fee is 

charged by the Zone Grantee for each user-driven zone operator activated by a 
Zone Operator for one zone user firm.  An administrative annual fee is charged by 
the Zone Grantee for each special purpose foreign-trade subzone activated by a 
Subzone Operator.  
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The fee amounts are: 
 
Usage-Driven Sites  $  5,000.00 
 
Special Purpose Subzone  $  5,000.00 
 
Dates payable, etc. are specified in the Operations Agreement between the 
Zone Grantee and Zone Operator of the User-Driven Zone and/or Special 
Purpose Subzone. 

 
(2) Application Fee—An administrative fee is charged by the Zone Grantee for each 

Usage-Driven Application and Subzone Application filed with the Foreign-Trade 
Zones Board.    $5,000.00 



 

  

FOREIGN-TRADE ZONES ACT 
19 U.S.C. § 81 

 
 
 

The Foreign-Trade Zones Act may be found at:  
http://enforcement.trade.gov/ftzpage/19uscftz/ch1a.html 

 
 
 
 

FOREIGN TRADE-ZONES BOARD REGULATIONS 
15 C.F.R. PART 400 

 

§ 81a. Definitions  
When used in this chapter -  

• (a) The term "Secretary" means the Secretary of Commerce;  

• (b) The term "Board" means the Board which is established to carry out the 
provisions of this chapter. The Board shall consist of the Secretary of 
Commerce, who shall be chairman and executive officer of the Board, and 
the Secretary of the Treasury;  

• (c) The term "State" includes any State, the District of Columbia, and 
Puerto Rico;  

• (d) The term "corporation" means a public corporation and a private 
corporation, as defined in this chapter;  

• (e) The term "public corporation" means a State, political subdivision 
thereof, a municipality, a public agency of a State, political subdivision 
thereof, or municipality, or a corporate municipal instrumentality of one or 
more States;  

• (f) The term "private corporation" means any corporation (other than a 
public corporation) which is organized for the purpose of establishing, 
operating, and maintaining a foreign-trade zone and which is chartered 
under special Act enacted after June 18, 1934, of the State or States within 
which it is to operate such zone;  

• (g) The term "applicant" means a corporation applying for the right to 
establish, operate, and maintain a foreign-trade zone;  

• (h) The term "grantee" means a corporation to which the privilege of 

http://enforcement.trade.gov/ftzpage/19uscftz/ch1a.html


 

 

establishing, operating, and maintaining a foreign-trade zone has been 
granted;  

• (i) The term "zone" means a "foreign-trade zone" as provided in this 
chapter.  

 
AMENDMENTS 

 
1996 - Subsec. (b). Pub. L. 104-201, Sec. 910(1), substituted "and the Secretary of 
the Treasury" for "the Secretary of the Treasury, and the Secretary of War".  
Subsec. (c). Pub. L. 104-201, Sec. 910(2), struck out "Alaska, Hawaii," after 
"Columbia,".  

SHORT TITLE 
 
This chapter is popularly known as the "Foreign-Trade Zones Act".  

FLOOR STOCKS TAX TREATMENT OF ARTICLES IN FOREIGN-
TRADE ZONES 

 
Notwithstanding this chapter, articles located in a Foreign-trade zone on the 
effective date of increases in tax under specific amendments by Pub. L. 101-508 
subject to floor stocks taxes under certain circumstances, see section 11218 of Pub. 
L. 101-508, set out as a note under section 5001 of Title 26, Internal Revenue 
Code.  
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§ 81b. Establishment of zones  
• (a) Board authorization to grant zones  

The Board is authorized, subject to the conditions and restrictions of this 
chapter and of the rules and regulations made thereunder, upon application 
as hereinafter provided, to grant to corporations the privilege of 
establishing, operating, and maintaining foreign-trade zones in or adjacent 
to ports of entry under the jurisdiction of the United States.  

• (b) Number of zones per port of entry  

Each port of entry shall be entitled to at least one zone, but when a port of 
entry is located within the confines of more than one State such port of 
entry shall be entitled to a zone in each of such States, and when two cities 
separated by water are embraced in one port of entry, a zone may be 
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authorized in each of said cities or in territory adjacent thereto. Zones in 
addition to those to which a port of entry is entitled shall be authorized only 
if the Board finds that existing or authorized zones will not adequately 
serve the convenience of commerce.  

• (c) Preference to public corporations  

In granting applications preference shall be given to public corporations.  

• (d) Ownership of harbor facilities by State  

In case of any State in which harbor facilities of any port of entry are owned 
and controlled by the State and in which State harbor facilities of any other 
port of entry are owned and controlled by a municipality, the Board shall 
not grant an application by any public corporation for the establishment of 
any zone in such State, unless such application has been authorized by an 
Act of the legislature of such State (enacted after June 18, 1934).  
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§ 81c. Exemption from customs laws of merchandise brought into foreign trade 
zone  

• (a) Handling of merchandise in zone; shipment of foreign merchandise into 
customs territory; appraisal; reshipment to zone Foreign and domestic 
merchandise of every description, except such as is prohibited by law, may, 
without being subject to the customs laws of the United States, except as 
otherwise provided in this chapter, be brought into a zone and may be stored, 
sold, exhibited, broken up, repacked, assembled, distributed, sorted, graded, 
cleaned, mixed with foreign or domestic merchandise, or otherwise 
manipulated, or be manufactured except as otherwise provided in this chapter, 
and be exported, destroyed, or sent into customs territory of the United States 
therefrom, in the original package or otherwise; but when foreign merchandise 
is so sent from a zone into customs territory of the United States it shall be 
subject to the laws and regulations of the United States affecting imported 
merchandise: 

Provided, That whenever the privilege shall be requested and there has been 
no manipulation or manufacture effecting a change in tariff classification, the 
appropriate customs officer shall take under supervision any lot or part of a lot 
of foreign merchandise in a zone, cause it to be appraised and taxes 
determined and duties liquidated thereon. Merchandise so taken under 
supervision may be stored, manipulated, or manufactured under the 
supervision and regulations prescribed by the Secretary of the Treasury, and 
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whether mixed or manufactured with domestic merchandise or not may, under 
regulations prescribed by the Secretary of the Treasury, be exported or 
destroyed, or may be sent into customs territory upon the payment of such 
liquidated duties and determined taxes thereon. If merchandise so taken under 
supervision has been manipulated or manufactured, such duties and taxes shall 
be payable on the quantity of such foreign merchandise used in the 
manipulation or manufacture of the entered article. Allowance shall be made 
for recoverable and irrecoverable waste; and if recoverable waste is sent into 
customs territory, it shall be dutiable and taxable in its condition and quantity 
and at its weight at the time of entry. Where two or more products result from 
the manipulation or manufacture of merchandise in a zone the liquidated 
duties and determined taxes shall be distributed to the several products in 
accordance with their relative value at the time of separation with due 
allowance for waste as provided for above: 

Provided further, That subject to such regulations respecting identity and the 
safeguarding of the revenue as the Secretary of the Treasury may deem 
necessary, articles, the growth, product, or manufacture of the United States, 
on which all internal-revenue taxes have been paid, if subject thereto, and 
articles previously imported on which duty and/or tax has been paid, or which 
have been admitted free of duty and tax, may be taken into a zone from the 
customs territory of the United States, placed under the supervision of the 
appropriate customs officer, and whether or not they have been combined with 
or made part, while in such zone, of other articles, may be brought back 
thereto free of quotas, duty, or tax:  

Provided further, That if in the opinion of the Secretary of the Treasury their 
identity has been lost, such articles not entitled to free entry by reason of 
noncompliance with the requirements made hereunder by the Secretary of the 
Treasury shall be treated when they reenter customs territory of the United 
States as foreign merchandise under the provisions of the tariff and internal-
revenue laws in force at that time: 

Provided further, That under the rules and regulations of the controlling 
Federal agencies, articles which have been taken into a zone from customs 
territory for the sole purpose of exportation, destruction (except destruction of 
distilled spirits, wines, and fermented malt liquors), or storage shall be 
considered to be exported for the purpose of -  

o (1) the draw-back, warehousing, and bonding, or any other provisions 
of the Tariff Act of 1930, as amended, and the regulations thereunder; 
and  

o (2) the statutes and bonds exacted for the payment of draw-back, 



 

 

refund, or exemption from liability for internal-revenue taxes and for 
the purposes of the internal-revenue laws generally and the regulations 
thereunder. Such a transfer may also be considered an exportation for 
the purposes of other Federal laws insofar as Federal agencies charged 
with the enforcement of those laws deem it advisable. Such articles 
may not be returned to customs territory for domestic consumption 
except where the Foreign-Trade Zones Board deems such return to be 
in the public interest, in which event the articles shall be subject to the 
provisions of paragraph 1615(f) of section 1201 of this title:  

Provided further, That no operation involving any foreign or domestic 
merchandise brought into a zone which operation would be subject to any 
provision or provisions of section 1807, chapter 15, chapter 16, chapter 17, 
chapter 21, chapter 23, chapter 24, chapter 25, chapter 26, or chapter 32 of the 
Internal Revenue Code if performed in customs territory, or involving the 
manufacture of any article provided for in paragraphs 367 or 368 of section 
1001 of this title, shall be permitted in a zone except those operations (other 
than rectification of distilled spirits and wines, or the manufacture or 
production of alcoholic products unfit for beverage purposes) which were 
permissible under this chapter prior to July 1, 1949:  

Provided further, That articles produced or manufactured in a zone and 
exported therefrom shall on subsequent importation into the customs territory 
of the United States be subject to the import laws applicable to like articles 
manufactured in a foreign country, except that articles produced or 
manufactured in a zone exclusively with the use of domestic merchandise, the 
identity of which has been maintained in accordance with the second proviso 
of this section may, on such importation, be entered as American goods 
returned:  

Provided, further, That no merchandise that consists of goods subject to 
NAFTA drawback, as defined in section 3333(a) of this title, that is 
manufactured or otherwise changed in condition shall be exported to a 
NAFTA country, as defined in section 3301(4) of this title, without an 
assessment of a duty on the merchandise in its condition and quantity, and at 
its weight, at the time of its exportation (or if the privilege in the first proviso 
to this subsection was requested, an assessment of a duty on the merchandise 
in its condition and quantity, and at its weight, at the time of its admission into 
the zone) and the payment of the assessed duty before the 61st day after the 
date of exportation of the article, except that upon the presentation, before 
such 61st day, of satisfactory evidence of the amount of any customs duties 
paid or owed to the NAFTA country on the article, the customs duty may be 
waived or reduced (subject to section 508(b)(2)(B)of the Tariff Act of 1930 
(19 U.S.C. 1508(b)(2)(B))) in an amount that does not exceed the lesser of (1) 



 

 

the total amount of customs duties paid or owed on the merchandise on 
importation into the United States, or (2) the total amount of customs duties 
paid on the article to the NAFTA country: 

Provided, further, That, if Canada ceases to be a NAFTA country and the 
suspension of the operation of the United States-Canada Free-Trade 
Agreement thereafter terminates, with the exception of drawback eligible 
goods under section 204(a) of the United States-Canada Free-Trade 
Agreement Implementation Act of 1988, no article manufactured or otherwise 
changed in condition (except a change by cleaning, testing or repacking) shall 
be exported to Canada during the period such Agreement is in operation 
without the payment of a duty that shall be payable on the article in its 
condition and quantity, and at its weight, at the time of its exportation to 
Canada unless the privilege in the first proviso to this subsection was 
requested. (FOOTNOTE 1)  

(FOOTNOTE 1) So in original.  

• (b) Applicability to bicycle component parts  

The exemption from the customs laws of the United States provided under 
subsection (a) of this section shall not be available on or before December 31, 
1992, to bicycle component parts unless such parts are reexported from the 
United States, whether in the original package, as components of a completely 
assembled bicycle, or otherwise.  

• (c) Articles manufactured or produced from denatured distilled spirits 
withdrawn free of tax from distilled spirits plant; products unfit for beverage 
purposes  

o (1) Notwithstanding the provisions of the fifth proviso of subsection 
(a) of this section, any article (within the meaning of section 
5002(a)(14) of title 26) may be manufactured or produced from 
denatured distilled spirits which have been withdrawn free of tax from 
a distilled spirits plant (within the meaning of section 5002(a)(1) of 
title 26), and articles thereof, in a zone.  

o (2) Notwithstanding the provisions of the fifth proviso of subsection 
(a) of this section, distilled spirits which have been removed from a 
distilled spirits plant (as defined in section 5002(a)(1) of title 26) upon 
payment or determination of tax may be used in the manufacture or 
production of medicines, medicinal preparation, food products, flavors, 
or flavoring extracts, which are unfit for beverage purposes, in a zone. 
Such products will be eligible for drawback under the internal revenue 
laws under the same conditions applicable to similar manufacturing or 



 

 

production operations occurring in customs territory.  

• (d) Foreign trade zones  

In regard to the calculation of relative values in the operations of petroleum 
refineries in a foreign trade zone, the time of separation is defined as the entire 
manufacturing period. The price of products required for computing relative 
values shall be the average per unit value of each product for the 
manufacturing period. Definition and attribution of products to feedstocks for 
pet roleum manufacturing may be either in accordance with Industry Standards 
of Potential Production on a Practical Operating Basis as verified and adopted 
by the Secretary of the Treasury (known as producibility) or such other 
inventory control method as approved by the Secretary of the Treasury that 
protects the revenue.  

• (e) Production equipment  

(1) In general 
Notwithstanding any other provision of law, if all applicable customs laws are 
complied with (except as otherwise provided in this subsection), merchandise 
which is admitted into a Foreign-trade zone for use within such zone as 
production equipment or as parts for such equipment, shall not be subject to 
duty until such merchandise is completely assembled, installed, tested, and 
used in the production for which it was admitted. 
(2) Admission procedures 
The person who admits the merchandise described in paragraph (1) into the 
zone shall, at the time of such admission, certify to the Customs Service that 
the merchandise is admitted into the zone pursuant to this subsection for use 
within the zone as production equipment or as parts for such equipment and 
that the merchandise will be entered and estimated duties deposited when use 
of the merchandise in production begins. 
(3) Entry procedures 
At the time use of the merchandise in production begins, the merchandise 
shall be entered, as provided for in section 484 of the Tariff Act of 1930 (19 
U.S.C. 1484), and estimated duties shall be deposited with the Customs 
Service. The merchandise shall be subject to tariff classification according to 
its character, condition, and quantity, and at the rate of duty applicable, at the 
time use of the merchandise in production begins. 
(4) Foreign-trade zone 
For purposes of this subsection, the term "Foreign-trade zone" includes a 
subzone.  

(June 18, 1934, ch. 590, Sec. 3, 48 Stat. 999; June 17, 1950, ch. 296, Sec. 1, 
64 Stat. 246; June 2, 1970, Pub. L. 91-271, title III, Sec. 309, 84 Stat. 292; 



 

 

Oct. 30, 1984, Pub. L. 98-573, title II, Sec. 231(a)(2), 98 Stat. 2990; Oct. 22, 
1986, Pub. L. 99-514, title XVIII, Sec. 1894, 100 Stat. 2931; Aug. 23, 1988, 
Pub. L. 100-418, title I, Sec. 1783(f), 102 Stat. 1300; Sept. 28, 1988, Pub. L. 
100-449, title II, Sec. 204(c)(5), 102 Stat. 1863; Nov. 10, 1988, Pub. L. 100-
647, title IX, Sec. 9002, 102 Stat. 3808; Aug. 20, 1990, Pub. L. 101-382, title 
III, Sec. 481, 484F, 104 Stat. 706, 710; Dec. 8, 1993, Pub. L. 103-182, title II, 
Sec. 203(b)(5), 107 Stat. 2091; Oct. 11, 1996, Pub. L. 104-295, Sec. 31(a), 
110 Stat. 3536.)  

REFERENCES IN TEXT 
The customs laws, referred to in text, are classified generally to this title. The Tariff 
Act of 1930, as amended, referred to in subsec. (a)(1), is act June 17, 1930, ch. 497, 
46 Stat. 590, as amended, which is classified generally to chapter 4 (Sec. 1202 et seq.) 
of this title. For complete classification of this Act to the Code, see Tables. 
Sections 1001 and 1201 of this title, referred to in subsec. (a), which comprised the 
dutiable and free lists for articles imported into the United States, were repealed by 
Pub. L. 87-456, title I, Sec. 101(a), May 24, 1962, 76 Stat. 72, which act also revised 
the Tariff Schedules of the United States. The Tariff Schedules of the United States 
were replaced by the Harmonized Tariff Schedule of the United States which is not 
set out in the Code. See Publication of Harmonized Tariff Schedule note set out under 
section 1202 of this title. 
References in subsec. (a) to section and chapters of the Internal Revenue Code are 
references to section and chapters of the Internal Revenue Code, 1939, which was 
repealed by section 7851 of Title 26, I.R.C. 1954. The Internal Revenue Code of 1954 
was redesignated the Internal Revenue Code of 1986 by Pub. L. 99-514, Sec. 2, Oct. 
22, 1986, 100 Stat. 2095. Corresponding sections of I.R.C. 1986 to section and 
chapters of I.R.C. 1939 referred to in the text are set out below. For provision 
deeming a reference in other laws to a provision of I.R.C. 1939, also as a reference to 
corresponding provision of I.R.C. 1986, see section 7852(b) of Title 26, I.R.C. 1986.  
    -----------------------------------------------------------------
---- 
    I.R.C. 1939                        I.R.C. 1986 
    -----------------------------------------------------------------
---- 
    Sec. 1807                          Omitted 
    Chapter 15                         Sec. 5701 et seq. 
    Chapter 16                         Sec. 4591 et seq., Sec. 4811 
et seq. 
    Chapter 17                         Sec. 4831 et seq. 
    Chapter 21                         Omitted 
    Chapter 23                         Sec. 4701 et seq. 
    Chapter 24                         Sec. 4801 et seq. 
    Chapter 25                         Sec. 4181, 4182, and 5811 et 
seq. 
    Chapter 26                         Sec. 5001 et seq. 
    Chapter 32                         Sec. 4501 et seq. 
                     ------------------------------- 



 

 

Section 204 of the United States-Canada Free-Trade Agreement Implementation Act 
of 1988, referred to in subsec. (a), is section 204 of Pub. L. 100-449, which is set out 
in a note under section 2112 of this title. 
The internal revenue laws, referred to in subsec. (c)(2), are classified generally to 
Title 26, Internal Revenue Code.  

AMENDMENTS 
1999 - Subsec. (a). Pub. L. 106-36 struck out second period at end of last sentence. 
1996 - Subsec. (e). Pub. L. 104-295 added subsec. (e). 
1993 - Subsec. (a). Pub. L. 103-182, in provisions following par. (2), inserted second 
proviso relating to goods subject to NAFTA drawback, and in last proviso inserted ", 
if Canada ceases to be a NAFTA country and the suspension of the operation of the 
United States-Canada Free-Trade Agreement thereafter terminates," after "That" and 
substituted "during the period such Agreement is in operation" for "on or after 
January 1, 1994, or such later date as may be proclaimed by the President under 
section 204(b)(2)(B) of such Act of 1988,". 
1990 - Subsec. (b). Pub. L. 101-382, Sec. 481, substituted "on or before December 31, 
1992" for "before January 1, 1991". 
Subsec. (c). Pub. L. 101-382, Sec. 484F, designated existing provisions as par. (1), 
struck out "domestic" before "denatured distilled", inserted provisions relating to 
withdrawal free of tax from a distilled spirits plant, and added par. (2). 
1988 - Subsec. (a). Pub. L. 100-449 inserted provision directing that, "with the 
exception of drawback eligible goods under section 204(a) of the United States-
Canada Free-Trade Agreement Implementation Act of 1988, no article manufactured 
or otherwise changed in condition (except a change by cleaning, testing or repacking) 
shall be exported to Canada on or after January 1, 1994, or such later date as may be 
proclaimed by the President under section 204(b)(2)(B) of such Act of 1988, without 
the payment of a duty that shall be payable on the article in its condition and quantity, 
and at its weight, at the time of its exportation to Canada unless the privilege in the 
first proviso to this subsection was requested." 
Subsec. (b). Pub. L. 100-418 substituted "January 1, 1991" for "June 30, 1986". 
Subsec. (d). Pub. L. 100-647 added subsec. (d). 
1986 - Subsec. (c). Pub. L. 99-514 added subsec. (c). 
1984 - Subsec. (a). Pub. L. 98-573 designated existing provisions as subsec. (a), 
redesignated former pars. (a) and (b) as pars. (1) and (2), respectively, of subsec. (a), 
and added subsec. (b). 
1970 - Pub. L. 91-271 substituted references to the appropriate customs officers for 
references to the collector of customs wherever appearing. 
1950 - Act June 17, 1950, amended section generally to remove the prohibition 
against, and to authorize specifically, manufacture and exhibition within a zone. 

EFFECTIVE DATE OF 1996 AMENDMENT 
Section 31(b) of Pub. L. 104-295 provided that: "The amendment made by this 



 

 

section (amending this section) shall apply with respect to merchandise admitted into 
a Foreign-trade zone after the date that is 15 days after the date of the enactment of 
this Act (Oct. 11, 1996)."  

EFFECTIVE DATE OF 1993 AMENDMENT 
Amendment by Pub. L. 103-182 applicable (1) with respect to exports from the 
United States to Canada on Jan. 1, 1996, if Canada is a NAFTA country on that date 
and after such date for so long as Canada continues to be a NAFTA country and (2) 
with respect to exports from the United States to Mexico on Jan. 1, 2001, if Mexico is 
a NAFTA country on that date and after such date for so long as Mexico continues to 
be a NAFTA country, see section 213(c) of Pub. L. 103-182, set out as an Effective 
Date note under section 3331 of this title.  

EFFECTIVE DATE OF 1990 AMENDMENT 
Section 485(a) of title III (Sec. 301-485) of Pub. L. 101-382 provided that: "Except as 
otherwise provided in this title, the amendments made by this title (amending this 
section and sections 1309, 1313, 1466, and 1553 of this title and enacting provisions 
set out as notes under sections 1309, 1466, and 1553 of this title), shall apply with 
respect to articles entered, or withdrawn from warehouse for consumption, on or after 
October 1, 1990."  

EFFECTIVE AND TERMINATION DATES OF 1988 AMENDMENTS 
Amendment by Pub. L. 100-449 effective on date the United States-Canada Free-
Trade Agreement enters into force (Jan. 1, 1989), and to cease to have effect on date 
Agreement ceases to be in force, see section 501(a), (c) of Pub. L. 100-449, set out in 
a note under section 2112 of this title.  

Amendment by section 1783(f) of Pub. L. 100-418 applicable with respect to articles 
entered or withdrawn from warehouse for consumption, after Sept. 30, 1988, pursuant 
to section 1831(a) of Pub. L. 100-418.  

EFFECTIVE DATE OF 1984 AMENDMENT 
Section 231(a)(3) of Pub. L. 98-573 provided that: "The amendments made by 
paragraph (2) (amending this section) shall take effect on the fifteenth day after the 
date of the enactment of this Act (Oct. 30, 1984)."  

EFFECTIVE DATE OF 1970 AMENDMENT 
Amendment by Pub. L. 91-271 effective with respect to articles entered, or withdrawn 
from warehouse for consumption, on or after Oct. 1, 1970, and such other articles 
entered or withdrawn from warehouse for consumption prior to such date, or with 
respect to which a protest has not been disallowed in whole or in part before Oct. 1, 
1970, see section 203 of Pub. L. 91-271, set out as a note under section 1500 of this 
title.  

TRANSFER OF FUNCTIONS 



 

 

All offices of collector of customs, comptroller of customs, surveyor of customs, and 
appraiser of merchandise in Bureau of Customs of Department of the Treasury to 
which appointments were required to be made by President with advice and consent 
of Senate ordered abolished with such offices to be terminated not later than 
December 31, 1966, by Reorg. Plan No. 1 of 1965, eff. May 25, 1965, 30 F.R. 7035, 
79 Stat. 1317, set out as a note under section 1 of this title. All functions of offices 
eliminated were already vested in Secretary of the Treasury by Reorg. Plan No. 26 of 
1950, eff. July 31, 1950, 15 F.R. 4935, 64 Stat. 1280, set out in the Appendix to Title 
5, Government Organization and Employees.  
FLOOR STOCKS TAX TREATMENT OF ARTICLES IN FOREIGN-TRADE 

ZONES 
Notwithstanding this chapter, articles located in a Foreign-trade zone on the effective 
date of increases in tax under specific amendments by Pub. L. 101-508 subject to 
floor stocks taxes under certain circumstances, see section 11218 of Pub. L. 101-508, 
set out as a note under section 5001 of Title 26, Internal Revenue Code.  

PLAN AMENDMENTS NOT REQUIRED UNTIL JANUARY 1, 1989 
For provisions directing that if any amendments made by subtitle A or subtitle C of 
title XI (Sec. 1101-1147 and 1171-1177) or title XVIII (Sec. 1801-1899A) of Pub. L. 
99-514 require an amendment to any plan, such plan amendment shall not be required 
to be made before the first plan year beginning on or after Jan. 1, 1989, see section 
1140 of Pub. L. 99-514, as amended, set out as a note under section 401 of Title 26, 
Internal Revenue Code.  

SECTION REFERRED TO IN OTHER SECTIONS 
This section is referred to in sections 58c, 1508 of this title; title 26 sections 5003, 
5214.  
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§ 81d. Customs officers and guards  
The Secretary of the Treasury shall assign to the zone the necessary customs 
officers and guards to protect the revenue and to provide for the admission of 
foreign merchandise into customs territory. 

TRANSFER OF FUNCTIONS 
Functions of all officers of Department of the Treasury and functions of all 
agencies and employees of such Department transferred, with certain exceptions, to 
Secretary of the Treasury, with power vested in him to authorize their performance 
or performance of any of his functions, by any of such officers, agencies, and 
employees, by Reorg. Plan No. 26 of 1950, Sec. 1, 2, eff. July 31, 1950, 15 F.R. 
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4935, 64 Stat. 1280, set out in the Appendix to Title 5, Government Organization 
and Employees.  

 

§ 81e. Vessels entering or leaving zone; coastwise trade  
Vessels entering or leaving a zone shall be subject to the operation of all the laws 
of the United States, except as otherwise provided in this chapter, and vessels 
leaving a zone and arriving in customs territory of the United States shall be 
subject to such regulations to protect the revenue as may be prescribed by the 
Secretary of the Treasury. Nothing in this chapter shall be construed in any manner 
so as to permit vessels under foreign flags to carry goods or merchandise shipped 
from one foreign trade zone to another zone or port in the protected coastwise trade 
of the United States.  

(June 18, 1934, ch. 590, Sec. 5, 48 Stat. 1000.)  
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§ 81f. Application for establishment and expansion of zone  
• (a) Application for establishment; requirements  

Each application shall state in detail -  

o (1) The location and qualifications of the area in which it is 
proposed to establish a zone, showing (A) the land and water or 
land or water area or land area alone if the application is for its 
establishment in or adjacent to an interior port; (B) the means of 
segregation from customs territory; (C) the fitness of the area for a 
zone; and (D) the possibilities of expansion of the zone area;  

o (2) The facilities and appurtenances which it is proposed to provide 
and the preliminary plans and estimate of the cost thereof, and the 
existing facilities and appurtenances which it is proposed to utilize;  

o (3) The time within which the applicant proposes to commence and 
complete the construction of the zone and facilities and 
appurtenances;  

o (4) The methods proposed to finance the undertaking;  

o (5) Such other information as the Board may require.  

http://ia.ita.doc.gov/ftzpage/19uscftz/ch1a.html#_top


 

 

• (b) Amendment of application; expansion of zone  

The Board may upon its own initiative or upon request permit the 
amendment of the application. Any expansion of the area of an established 
zone shall be made and approved in the same manner as an original 
application.  

(June 18, 1934, ch. 590, Sec. 6, 48 Stat. 1000.)  
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§ 81g. Granting of application  
If the Board finds that the proposed plans and location are suitable for the 
accomplishment of the purpose of a foreign trade zone under this chapter, and that 
the facilities and appurtenances which it is proposed to provide are sufficient it 
shall make the grant.  

(June 18, 1934, ch. 590, Sec. 7, 48 Stat. 1000.)  
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§ 81h. Rules and regulations  
The Board shall prescribe such rules and regulations not inconsistent with the 
provisions of this chapter or the rules and regulations of the Secretary of the 
Treasury made hereunder and as may be necessary to carry out this chapter.  

(June 18, 1934, ch. 590, Sec. 8, 48 Stat. 1000.)  
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§ 81i. Cooperation of Board with other agencies  
The Board shall cooperate with the State, subdivision, and municipality in which 
the zone is located in the exercise of their police, sanitary, and other powers in and 
in connection with the free zone. It shall also cooperate with the United States 
Customs Service, the United States Postal Service, the Public Health Service, the 
Immigration and Naturalization Service, and such other Federal agencies as have 
jurisdiction in ports of entry described in section 81b of this title.  

(Ex. Ord. No. 6166, Sec. 14, June 10, 1933; June 18, 1934, ch. 590, Sec. 9, 48 Stat. 
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1000; Aug. 12, 1970, Pub. L. 91-375, Sec. 4(a), 6(o), 84 Stat. 773, 783.)  
CHANGE OF NAME 

"United States Postal Service" substituted in text for "Post Office Department" 
pursuant to Pub. L. 91-375, Sec. 4(a), 6(o), Aug. 12, 1970, 84 Stat. 773, 783, which 
are set out as notes preceding section 101 of Title 39, Postal Service, and under 
section 201 of Title 39, respectively, which abolished Post Office Department, 
transferred its functions to United States Postal Service, and provided that 
references in other laws to Post Office Department shall be considered a reference 
to United States Postal Service.  

TRANSFER OF FUNCTIONS 
Functions of Public Health Service, Surgeon General of Public Health Service, and 
of all other officers and employees of Public Health Service, and functions of all 
agencies of or in Public Health Service transferred to Secretary of Health, 
Education, and Welfare by Reorg. Plan No. 3 of 1966, 31 F.R. 8855, 80 Stat. 1610, 
effective June 25, 1966, set out in the Appendix to Title 5, Government 
Organization and Employees. Secretary of Health, Education, and Welfare 
redesignated Secretary of Health and Human Services by section 509(b) of Pub. L. 
96-88, title V, Oct. 17, 1979, 93 Stat. 695, which is classified to section 3508(b) of 
Title 20, Education.  
 
Functions of all other officers of Department of Justice and functions of all 
agencies and employees of such Department transferred, with a few exceptions, to 
Attorney General, with power vested in him to authorize their performance or 
performance of any of his functions by any of such officers, agencies, and 
employees, by former sections 1 and 2 of Reorg. Plan No. 2 of 1950, eff. May 24, 
1950, 15 F.R. 3173, 64 Stat. 1261, set out in the Appendix to Title 5. The 
Immigration and Naturalization Service, referred to in this section, is in 
Department of Justice.  
 
Functions of all other officers of Department of the Treasury and functions of all 
agencies and employees of such Department transferred, with certain exceptions, to 
Secretary of the Treasury, with power vested in him to authorize their performance 
or performance of any of his functions, by any of such officers, agencies, and 
employees, by Reorg. Plan No. 26 of 1950, Sec. 1, 2, eff. July 31, 1950, 15 F.R. 
4935, 64 Stat. 1280, set out in the Appendix to Title 5. Customs Service is under 
Department of the Treasury.  
 
Bureaus of Immigration and Naturalization consolidated as an Immigration and 
Naturalization Service by Ex. Ord. No. 6166, set out as a note under section 901 of 
Title 5.  
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§ 81j. Cooperation of other agencies with Board  
For the purpose of facilitating the investigations of the Board and its work in the 
granting of the privilege, in the establishment, operation, and maintenance of a 
zone, the President may direct the executive departments and other establishments 
of the Government to cooperate with the Board, and for such purpose each of the 
several departments and establishments is authorized, upon direction of the 
President, to furnish to the Board such records, papers, and information in their 
possession as may be required by him, and temporarily to detail to the service of 
the Board such officers, experts, or engineers as may be necessary.  

(June 18, 1934, ch. 590, Sec. 10, 48 Stat. 1001.)  
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§ 81k. Agreements as to use of property  
If the title to or right of user of any of the property to be included in a zone is in the 
United States, an agreement to use such property for zone purposes may be entered 
into between the grantee and the department or officer of the United States having 
control of the same, under such conditions, approved by the Board and such 
department or officer, as may be agreed upon.  

(June 18, 1934, ch. 590, Sec. 11, 48 Stat. 1001.)  
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§ 81l. Facilities to be provided and maintained  
Each grantee shall provide and maintain in connection with the zone -  

• (a) Adequate slips, docks, wharves, warehouses, loading and unloading and 
mooring facilities where the zone is adjacent to water; or, in the case of an 
inland zone, adequate loading, unloading, and warehouse facilities;  

• (b) Adequate transportation connections with the surrounding territory and 
with all parts of the United States, so arranged as to permit of proper 
guarding and inspection for the protection of the revenue;  

• (c) Adequate facilities for coal or other fuel and for light and power;  

• (d) Adequate water and sewer mains;  

• (e) Adequate quarters and facilities for the officers and employees of the 
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United States, State, and municipality whose duties may require their 
presence within the zone;  

• (f) Adequate enclosures to segregate the zone from customs territory for 
protection of the revenue, together with suitable provisions for ingress and 
egress of persons, conveyances, vessels, and merchandise;  

• (g) Such other facilities as may be required by the Board.  

(June 18, 1934, ch. 590, Sec. 12, 48 Stat. 1001.)  
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§ 81m. Permission to others to use zone  
The grantee may, with the approval of the Board, and under reasonable and 
uniform regulations for like conditions and circumstances to be prescribed by it, 
permit other persons, firms, corporations, or associations to erect such buildings 
and other structures within the zone as will meet their particular requirements: 
Provided, That such permission shall not constitute a vested right as against the 
United States, nor interfere with the regulation of the grantee or the permittee by 
the United States, nor interfere with or complicate the revocation of the grant by 
the United States: And provided further, That in the event of the United States or 
the grantee desiring to acquire the property of the permittee no good will shall be 
considered as accruing from the privilege granted to the zone: And provided 
further, That such permits shall not be granted on terms that conflict with the 
public use of the zone as set forth in this chapter.  

(June 18, 1934, ch. 590, Sec. 13, 48 Stat. 1001.)  
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§ 81n. Operation of zone as public utility; cost of customs service  
Each zone shall be operated as a public utility, and all rates and charges for all 
services or privileges within the zone shall be fair and reasonable, and the grantee 
shall afford to all who may apply for the use of the zone and its facilities and 
appurtenances uniform treatment under like conditions, subject to such treaties or 
commercial conventions as are now in force or may hereafter be made from time to 
time by the United States with foreign governments and the cost of maintaining the 
additional customs service required under this chapter shall be paid by the operator 
of the zone.  
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(June 18, 1934, ch. 590, Sec. 14, 48 Stat. 1001.)  
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§ 81o. Residents of zone  
• (a) Persons allowed to reside in zone  

No person shall be allowed to reside within the zone except Federal, State, 
or municipal officers or agents whose resident presence is deemed 
necessary by the Board.  

• (b) Rules and regulations for employees entering and leaving zone  

The Board shall prescribe rules and regulations regarding employees and 
other persons entering and leaving the zone. All rules and regulations 
concerning the protection of the revenue shall be approved by the Secretary 
of the Treasury.  

• (c) Exclusion from zone of goods or process of treatment  

The Board may at any time order the exclusion from the zone of any goods 
or process of treatment that in its judgment is detrimental to the public 
interest, health, or safety.  

• (d) Retail trade within zone  

No retail trade shall be conducted within the zone except under permits 
issued by the grantee and approved by the Board. Such permittees shall sell 
no goods except such domestic or duty-paid or duty-free goods as are 
brought into the zone from customs territory.  

• (e) Exemption from State and local ad valorem taxation of tangible 
personal property  

Tangible personal property imported from outside the United States and 
held in a zone for the purpose of storage, sale, exhibition, repackaging, 
assembly, distribution, sorting, grading, cleaning, mixing, display, 
manufacturing, or processing, and tangible personal property produced in 
the United States and held in a zone for exportation, either in its original 
form or as altered by any of the above processes, shall be exempt from 
State and local ad valorem taxation.  

(June 18, 1934, ch. 590, Sec. 15, 48 Stat. 1002; Oct. 30, 1984, Pub. L. 98-
573, title II, Sec. 231(b)(1), 98 Stat. 2991.)  
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AMENDMENTS 
1984 - Subsec. (e). Pub. L. 98-573 added subsec. (e).  

EFFECTIVE DATE OF 1984 AMENDMENT 
Section 231(b)(2) of Pub. L. 98-573 provided that: "The amendment made 
by paragraph (1) (amending this section) shall take effect on January 1, 
1983."  

 

top of page 

§ 81p. Accounts and recordkeeping  
• (a) Manner of keeping accounts  

The form and manner of keeping the accounts of each zone shall be 
prescribed by the Board.  

• (b) Annual report by grantee  

Each grantee shall make to the Board annually, and at such other times as it 
may prescribe, reports on zone operations.  

• (c) Report to Congress  

The Board shall make a report to Congress annually containing a summary 
of zone operations.  

(June 18, 1934, ch. 590, Sec. 16, 48 Stat. 1002; Dec. 28, 1980, Pub. L. 96-
609, title II, Sec. 204, 94 Stat. 3561; Aug. 22, 1986, Pub. L. 99-386, title II, 
Sec. 203(b), 100 Stat. 823.)  

AMENDMENTS 
1986 - Subsec. (b). Pub. L. 99-386, Sec. 203(b)(1), substituted "reports on 
zone operations" for "reports containing a full statement of all the 
operations, receipts, and expenditures, and such other information as the 
Board may require". Subsec. (c). Pub. L. 99-386, Sec. 203(b)(2), added 
subsec. (c) and struck out former subsec. (c) which required the Board to 
make an annual report to Congress containing a summary of the operation 
and fiscal condition of each zone, and transmit copies of the annual report 
of each grantee. 1980 - Subsec. (c). Pub. L. 96-609 substituted "by April 1 
of each year" for "on the first day of each regular session".  
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§ 81q. Transfer of grant  
The grant shall not be sold, conveyed, transferred, set over, or assigned.  

(June 18, 1934, ch. 590, Sec. 17, 48 Stat. 1002.)  
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§ 81r. Revocation of grants  
• (a) Procedure for revocation  

In the event of repeated willful violations of any of the provisions of this 
chapter by the grantee, the Board may revoke the grant after four months' 
notice to the grantee and affording it an opportunity to be heard. The 
testimony taken before the Board shall be reduced to writing and filed in 
the records of the Board together with the decision reached thereon.  

• (b) Attendance of witnesses and production of evidence  

In the conduct of any proceeding under this section for the revocation of a 
grant the Board may compel the attendance of witnesses and the giving of 
testimony and the production of documentary evidence, and for such 
purpose may invoke the aid of the district courts of the United States.  

• (c) Nature of order of revocation; appeal  

An order under the provisions of this section revoking the grant issued by 
the Board shall be final and conclusive, unless within ninety days after its 
service the grantee appeals to the court of appeals for the circuit in which 
the zone is located by filing with the clerk of said court a written petition 
praying that the order of the Board be set aside. Such order shall be stayed 
pending the disposition of appellate proceedings by the court. The clerk of 
the court in which such a petition is filed shall immediately cause a copy 
thereof to be delivered to the Board and it shall thereupon file in the court 
the record in the proceedings held before it under this section, as provided 
in section 2112 of title 28. The testimony and evidence taken or submitted 
before the Board, duly certified and filed as a part of the record, shall be 
considered by the court as the evidence in the case.  

(June 18, 1934, ch. 590, Sec. 18, 48 Stat. 1002; June 25, 1948, ch. 646, Sec. 
32(a), 62 Stat. 991; May 24, 1949, ch. 139, Sec. 127, 63 Stat. 107; Aug. 28, 
1958, Pub. L. 85-791, Sec. 11, 72 Stat. 945.)  

AMENDMENTS 
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1958 - Subsec. (c). Pub. L. 85-791 substituted "thereupon file in the court" 
for "forthwith prepare, certify, and file in the court a full and accurate 
transcript of" and "as provided in section 2112 of title 28" for "the charges, 
the evidence, and the order revoking the grant" in third sentence.  

CHANGE OF NAME 
Act June 25, 1948, eff. Sept. 1, 1948, as amended by act May 24, 1949, 
substituted "court of appeals" for "circuit court of appeals".  
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§ 81s. Offenses  
In case of a violation of this chapter, or any regulation under this chapter, by the 
grantee, any officer, agent or employee thereof responsible for or permitting any 
such violation shall be subject to a fine of not more than $1,000. Each day during 
which a violation continues shall constitute a separate offense.  

(June 18, 1934, ch. 590, Sec. 19, 48 Stat. 1003.)  
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§ 81t. Separability  
If any provision of this chapter or the application of such provision to certain 
circumstances be held invalid, the remainder of this chapter and the application of 
such provisions to circumstances other than those as to which it is held invalid 
shall not be affected thereby.  

(June 18, 1934, ch. 590, Sec. 20, 48 Stat. 1003.)  

 

top of page 

§ 81u. Right to alter, amend, or repeal chapter  
The right to alter, amend, or repeal this chapter is reserved.  

(June 18, 1934, ch. 590, Sec. 21, 48 Stat. 1003 
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FOREIGN TRADE-ZONES BOARD REGULATIONS 
15 C.F.R. PART 400 

 
15 CFR Part 400 - FTZ Regulations 

 

• 1991 Preamble  

    Subpart A--Scope and Definitions  

• 400.1 Scope  

• 400.2 Definitions  

    Subpart B--Foreign-Trade Zones Board  

• 400.11 Authority of the Board  

• 400.12 Responsibilities and authority of the Executive Secretary  

• 400.13 Board headquarters  

    Subpart C--Establishment and Modification of Zone Projects  

• 400.21 Number and location of zones and subzones  

• 400.22 Eligible applicants  

• 400.23 Criteria for grants of authority for zones and subzones  

• 400.24 Application for zone  

• 400.25 Application for subzone  

• 400.26 Application for expansion or other modification to zone 
project  

• 400.27 Procedure for processing application  

• 400.28 Conditions, prohibitions and restrictions applicable to 
grants of authority      

• 400.29 Application fees  

    Subpart D--Manufacturing and Processing Activity--Reviews  

• 400.31 Manufacturing and processing activity; criteria  

• 400.32 Procedure for review of request for approval of 
manufacturing or processing  

• 400.33 Restrictions on manufacturing and processing activity  

    Subpart E--Zone Operations and Administrative Requirements  

• 400.41 Zone operations; general  

• 400.42 Requirements for commencement of operations in a 
zone project  

http://ia.ita.doc.gov/ftzpage/grantee/preamble.html
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#subpart-a
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.1
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.2
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#subpart-b
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.11
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.12
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.13
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#subpart-c
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.21
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.22
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.23
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.24
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.25
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.26
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.26
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.27
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.28
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.28
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.29
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#subpart-d
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.31
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.32
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.32
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.33
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#subpart-e
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.41
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.42
http://ia.ita.doc.gov/ftzpage/grantee/regs.html#400.42


 

 

• 400.43 Restriction and prohibition of certain zone operations  

• 400.44 Zone-restricted merchandise  

• 400.45 Retail trade  

• 400.46 Accounts, records and reports  

• 400.47 Appeals to the Board from decisions of the Assistant 
Secretary  
              for Import Administration and the Executive Secretary  

    Subpart F--Notice, Hearings, Record and Information  

• 400.51 Notice and hearings  

• 400.52 Official record; public access  
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PART 400-REGULATIONS OF THE FOREIGN-TRADE ZONES BOARD  
Authority: Foreign-Trade Zones Act of June 18, 1934, as amended (Pub. L. 397, 73rd Congress, 48 Stat. 998-
1003 (19 U.S.C. 81a-81u)).  

 
Subpart A-Scope and Definitions  
 
§400.1 Scope.  
 
      a) This part sets forth the regulations, including the rules of practice and procedure, of the Foreign-
Trade Zones Board with regard to foreign-trade zones in the United States pursuant to the Foreign-
Trade Zones Act of 1934, as amended (19 U.S.C. 81a-81u). It includes the substantive and procedural 
rules for the authorization of zones and the regulation of zone activity. The purpose of zones as stated 
in the Act is to "expedite and encourage foreign commerce, and other purposes." The regulations 
provide the legal framework for accomplishing this purpose in the context of evolving U.S. economic 
and trade policy, and economic factors relating to international competition.  
      b) Part 146 of the regulations of the United States Customs Service (19 CFR part 146) governs 
zone operations, including the admission of merchandise into zones, zone activity involving such 
merchandise, and the transfer of merchandise from zones.  
      c) To the extent "activated" under Customs procedures in 19 CFR part 146, and only for the 
purposes specified in the Act (19 U.S.C. 81c), zones are treated for purposes of the tariff laws and 
Customs entry procedures as being outside the Customs territory of the United States. Under zone 
procedures, foreign and domestic merchandise may be admitted into zones for operations such as 
storage, exhibition, assembly, manufacture and processing, without being subject to formal Customs 
entry procedures and payment of duties, unless and until the foreign merchandise enters Customs 
territory for domestic consumption. At that time, the importer ordinarily has a choice of paying duties 
either at the rate applicable to the foreign material in its condition as admitted into a zone, or if used in 
manufacturing or processing, to the emerging product. Quota restrictions do not normally apply to 
foreign goods in zones. The Board can deny or limit the use of zone procedures in specific cases on 
public interest grounds. Merchandise moved into zones for export (zone-restricted status) may be 
considered exported for purposes such as federal excise tax rebates and Customs drawback. Foreign 
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merchandise (tangible personal property) admitted to a zone and domestic merchandise held in a zone 
for exportation are exempt for certain state and local ad valorem taxes (19 U.S.C. 81o(e)). Articles 
admitted into zones for purposes not specified in the Act shall be subject to the tariff laws and regular 
entry procedures, including the payment of applicable duties, taxes, and fees.  
 
§400.2 Definitions.  
 
      a) Act means the Foreign-Trade Zones Act of 1934, as amended (19 U.S.C. 81a-81u).  
      b) Board means the Foreign-Trade Zones Board, which consists of the Secretary of the 
Department of Commerce (chairman) and the Secretary of the Treasury, or their designated alternates.  
      c) Customs Service means the United States Customs Service of the Department of the Treasury.  
      d) Executive Secretary is the Executive Secretary of the Foreign-Trade Zones Board.  
      e) Foreign-trade zone is a restricted-access site, in or adjacent to a Customs port of entry, operated 
pursuant to public utility principles under the sponsorship of a corporation granted authority by the 
Board and under supervision of the Customs Service.  
      f) Grant of authority is a document issued by the Board which authorizes a zone grantee to 
establish, operate and maintain a zone project or a subzone, subject to limitations and conditions 
specified in this part and in 19 CFR part 146. The authority to establish a zone includes the authority to 
operate and the responsibility to maintain it.  
      g) Manufacturing, as used in this part, means activity involving the substantial transformation of a 
foreign article resulting in a new and different article having a different name, character, and use.  
      h) Port Director is normally the director of Customs for the Customs jurisdictional area in which the 
zone is located.  
      i) Port of entry means a port of entry in the United States, as defined by part 101 of the regulations 
of the Customs Service (19 CFR part 101), or a user fee airport authorized under 19 U.S.C. 58b and 
listed in part 122 of the regulations of the Customs Service (19 CFR part 122).  
      j) Private corporation means any corporation, other than a public corporation, which is organized for 
the purpose of establishing a zone project and which is chartered for this purpose under a law of the 
state in which the zone is located.  
      k) Processing, when referring to zone activity, means any activity involving a change in condition of 
merchandise, other than manufacturing, which results in a change in the Customs classification of an 
article or in its eligibility for entry for consumption.  
      l) Public corporation means a state, a political subdivision (including a municipality) or public agency 
thereof, or a corporate municipal instrumentality of one or more states.  
      m) State includes any state of the United States, the District of Columbia, and Puerto Rico.  
      n) Subzone means a special-purpose zone established as an adjunct to a zone project for a limited 
purpose.  
      o) Zone means a foreign-trade zone established under the provisions of the Act and these 
regulations. Where used in this part, the term also includes subzones, unless the context indicates 
otherwise.  
      p) Zone grantee is the corporate recipient of a grant of authority for a zone project. Where used in 
this part, the term "grantee" means "zone grantee" unless otherwise indicated.  
      q) Zone operator is a corporation, partnership, or person that operates a zone or subzone under the 
terms of an agreement with the zone grantee or an intermediary entity, with the concurrence of the 
District Director.  
      r) Zone project means the zone plan, including all of the zone and subzone sites that the Board 
authorizes a single grantee to establish.  
      s) Zone site means the physical location of a zone or subzone.  
      t) Zone user is a party using a zone under agreement with the zone grantee or operator.  
 
Subpart B-Foreign-Trade Zones Board  
 
§400.11 Authority of the board.  
 



 

 

      a) In general. In accordance with the Act and procedures of this part, the Board has authority to:  
      1) Prescribe rules and regulations concerning zones;  
      2) Issue grants of authority for zones and subzones, and approve modifications to the original zone 
project;  
      3) Approve manufacturing and processing activity in zones and subzones as described in subpart D 
of this part;  
      4) Make determinations on matters requiring Board decisions under this part;  
      5) Decide appeals in regard to certain decisions of the Commerce Department's Assistant 
Secretary for Import Administration or the Executive Secretary;  
      6) Inspect the premises, operations and accounts of zone grantees and operators;  
      7) Require zone grantees to report on zone operations;  
      8) Report annually to the Congress on zone operations;  
      9) Restrict or prohibit zone operations;  
      10) Impose fines for violations of the Act and this part;  
      11) Revoke grants of authority for cause; and  
      12) Determine, as appropriate, whether zone activity is or would be in the public interest or 
detrimental to the public interest.  
      b) Authority of the Chairman of the Board. The Chairman of the Board (Secretary of the 
Department of Commerce) has the authority to:  
      1) Appoint the Executive Secretary of the Board;  
      2) Call meetings of the Board, with reasonable notice given to each member; and  
      3) Submit to the Congress the Board's annual report as prepared by the Executive Secretary.  
      c) Alternates. Each member of the Board will designate an alternate with authority to act in an 
official capacity for that member.  
      d) Determinations of the Board. (1) The determinations of the Board will be based on the 
unanimous vote of the members (or alternate members) of the Board.  
      2) All votes will be recorded.  
      3) The Board will issue its determination in proceedings under the regulations in the form of a 
Board order.  
 
§400.12 Responsibilities and authority of the Executive Secretary.  
 
The Executive Secretary has the following responsibilities and authority:  
      a) Represent the Board in administrative, regulatory, operational, and public affairs matters;  
      b) Serve as director of the Commerce Department's Foreign-Trade Zones staff;  
      c) Execute and implement orders of the Board;  
      d) Arrange meetings and direct circulation of action documents for the Board;  
      e) Arrange with other sections of the Department of Commerce, Board agencies and other 
governmental agencies for studies and comments on zone issues and proposals;  
      f) Maintain custody of the seal, records, files and correspondence of the Board, with disposition 
subject to the regulations of the Department of Commerce;  
      g) Issue notices on zone matters for publication in the Federal Register;  
      h) Determine subzone sponsorship questions as provided in §400.22(d);  
      i) Determine whether additional information is needed for evaluation of applications and other 
requests for decisions under this part, as provided for in various sections of this part, including 
§§400.24, 400.25, and 400.26;  
      j) Issue guidelines on information required for subzone applications under §400.25(a)(6);  
      k) Determine whether proposed modifications involve major changes under §400.26(a)(2);  
      l) Determine whether applications meet prefiling requirements under §400.27(b);  
      m) Direct processing of applications, including designation of examiners and scheduling of hearings 
under §§400.27 and 400.32;  
      n) Authorize minor modifications to zone projects under §400.27(f);  
      o) Review changes in sourcing under §400.28(a)(3);  
      p) Direct monitoring of zone activity under §400.31(d);  



 

 

      q) Direct reviews and make recommendations on requests for manufacturing/processing approvals 
under §400.32(b);  
      r) Determine questions of scope under §400.32(c);  
      s) Accept rate schedules and determine their sufficiency under §400.42(b)(3);  
      t) Review and decide zone rate complaints cases under §400.42(b)(5);  
      u) Make recommendations in cases involving questions as to whether zone activity should be 
prohibited or restricted for public interest reasons, including reviews under §400.43;  
      v) Authorize under certain circumstances the return of "zone-restricted merchandise" for entry into 
Customs territory under §400.44;  
      w) Authorize certain duty-paid retail trade under §400.45;  
      x) Determine the format for the annual reports of zone grantees to the Board and direct preparation 
of an annual report to Congress from the Board under §400.46(d); and  
      y) Designate an acting Executive Secretary.  
 
§400.13 Board headquarters.  
 
The headquarters of the Board is located within the U.S. Department of Commerce (Herbert C. Hoover 
Building), Pennsylvania Avenue and 14th Street, NW., Washington, DC 20230, as part of the office of 
the Foreign-Trade Zones staff.  
 
Subpart C-Establishment and Modification of Zone Projects  
 
§400.21 Number and location of zones and subzones.  
 
      a) Number of zone projects-port of entry entitlement.  
      1) Provided that the other requirements of this subpart are met:  
      i) Each port of entry is entitled to at least one zone project;  
      ii) If a port of entry is located in more than one state, each of the states in which the port of entry is 
located is entitled to a zone project; and  
      iii) If a port of entry is defined to include more than one city separated by a navigable waterway, 
each of the cities is entitled to a zone project.  
      2) Zone projects in addition to those approved under the entitlement provision of paragraph (a)(1) 
of this section may be authorized by the Board if it determines that existing project(s) will not 
adequately serve the public interest (convenience of commerce).  
      b) Location of zones and subzones-port of entry adjacency requirements. (1) The Act provides that 
the Board may approve "zones in or adjacent to ports of entry" (19 U.S.C. 81b).  
      2) The "adjacency" requirement is satisfied if:  
      i) A general-purpose zone is located within 60 statute miles or 90 minutes' driving time from the 
outer limits of a port of entry;  
      ii) A subzone meets the following requirements relating to Customs supervision:  
      A) Proper Customs oversight can be accomplished with physical and electronic means; and  
      B) All electronically produced records are maintained in a format compatible with the requirements 
of the U.S. Customs Service for the duration of the record period; and  
      C) The grantee/operator agrees to present merchandise for examination at a Customs site selected 
by Customs when requested, and further agrees to present all necessary documents directly to the 
Customs oversight office.  
 
§400.22 Eligible applicants.  
 
      a) In general. Subject to the other provisions of this section, public or private corporations may 
apply for a grant of authority to establish a zone project. The board will give preference to public 
corporations.  
      b) Public and non-profit corporations. The eligibility of public and non-profit corporations to apply for 
a grant of authority shall be supported by a enabling legislation of the legislature of the state in which 



 

 

the zone is to be located, indicating that the corporation, individually or as part of a class, is authorized 
to so apply.  
      c) Private for-profit corporations. The eligibility of private for-profit corporations to apply for a grant 
of authority shall be supported by a special act of the state legislature naming the applicant corporation 
and by evidence indicating that the corporation is chartered for the purpose of establishing a zone.  
      d) Applicants for subzones-  
      1) Eligibility. The following entities are eligible to apply for a grant of authority to establish a 
subzone:  
      i) The zone grantee of the closest zone project in the same state;  
      ii) The zone grantee of another zone in the same state, which is a public corporation, if the Board, 
or the Executive Secretary, finds that such sponsorship better serves the public interest; or  
      iii) A state agency specifically authorized to submit such an application by an act of the state 
legislature.  
      2) Complaints. If an application is submitted under paragraph (d)(1) (ii) or (iii) of this section, the 
Executive Secretary will:  
      i) Notify, in writing, the grantee specified in paragraph (d)(1)(i) of this section, who may, within 30 
days, object to such sponsorship, in writing, with supporting information as to why the public interest 
would be better served by its acting as sponsor;  
      ii) Review such objections prior to filing the application to determine whether the proposed 
sponsorship is in the public interest, taking into account:  
      A) The complaining zone's structure and operation;  
      B) The views of State and local public agencies; and  
      C) The views of the proposed subzone operator;  
      iii) Notify the applicant and complainants in writing of the Executive Secretary's determination;  
      iv) If the Executive Secretary determines that the proposed sponsorship is in the public interest, file 
the application (see §400.47 regarding appeals to decisions of the Executive Secretary).  
 
§400.23 Criteria for grants of authority for zones and subzones.  
 
      a) Zones. The Board will consider the following factors in determining whether to issue a grant of 
authority for a zone project:  
      1) The need for zone services in the port of entry area, taking into account existing as well as 
projected international trade related activities and employment impact;  
      2) The adequacy of the operational and financial plans and the suitability of the proposed sites and 
facilities, with justification for duplicative sites;  
      3) The extent of state and local government support, as indicated by the compatibility of the zone 
project with the community's master plan or stated goals for economic development and the views of 
State and local public officials involved in economic development. Such officials shall avoid 
commitments that anticipate outcome of Board decisions;  
      4) The views of persons and firms likely to be affected by proposed zone activity; and  
      5) If the proposal involves manufacturing or processing activity, the criteria in §400.31.  
      b) Subzones. In reviewing proposals for subzones the Board will also consider:  
      1) Whether the operation could be located in or otherwise accommodated by the multi-purpose 
facilities of the zone project serving the area;  
      2) The specific zone benefits sought and the significant public benefit(s) involved supported by 
evidence to meet the requirement in §400.31(c); and  
      3) Whether the proposed activity is in the public interest, taking into account the criteria in §400.31.  
 
§400.24 Application for zone. Also see the application page for guidance.  
 
      a) In general. An application for a grant of authority to establish a zone project shall consist of a 
transmittal letter, an executive summary and five exhibits.  
      b) Letter of transmittal. The transmittal letter shall be currently dated and signed by an authorized 
officer of the corporation and bear the corporate seal.  
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      c) Executive summary. The executive summary shall describe:  
      1) The corporation's legal authority to apply;  
      2) The type of authority requested from the Board;  
      3) The proposed zone site and facilities and the larger project of which the zone is a part;  
      4) The project background, including surveys and studies;  
      5) The relationship of the project to the community's and state's overall economic development 
plans and objectives;  
      6) The plans for operating and financing the project; and  
      7) Any additional pertinent information needed for a complete summary description of the proposal.  
      d) Exhibits. (1) Exhibit One (Legal Authority for the Application) shall consist of:  
      i) A certified copy of the state enabling legislation described in §400.22;  
      ii) A copy of pertinent sections of the applicant's charter or organization papers; and  
      iii) A certified copy of the resolution of the governing body of the corporation authorizing the official 
signing the application.  
      2) Exhibit Two (Site Description) shall consist of:  
      i) A detailed description of the zone site, including size, location, address, and a legal description of 
the area proposed for approval; a table with site designations shall be included when more than one 
site is involved;  
      ii) A summary description of the larger project of which the zone is a part, including type, size, 
location and address;  
      iii) A statement as to whether the zone is within or adjacent to a customs port of entry;  
      iv) A description of zone facilities and services, including dimensions and types of existing and 
proposed structures;  
      v) A description of existing or proposed site qualifications including: land-use zoning, relationship to 
flood-plain, infrastructure, utilities, security, and access to transportation services;  
      vi) A description of current activities carried on in or contiguous to the project;  
      vii) If part of a port facility, a summary of port and transportation services and facilities; if not, a 
summary description of transportation systems indicating connections from local and regional points of 
arrival to the zone; and  
      viii) A statement as to the possibilities and plans for zone expansion.  
      3) Exhibit Three (Operation and Financing) shall consist of:  
      i) A statement as to site ownership (if not owned by the applicant or proposed operator, evidence as 
to their legal right to use the site);  
      ii) A discussion of the operational plan (if the zone or a portion thereof is to be operated by other 
than the grantee, a summary of the selection process used or to be used, the type of operation 
agreement and, if available, the name and qualifications of the proposed operator);  
      iii) A brief explanation of the plans for providing facilities, physical security, and for satisfying the 
requirements for Customs automated systems;  
      iv) A summary of the plans for financing capital and operating costs, including a statement as to the 
source and use of funds; and  
      v) The estimated time schedule for construction and activation.  
      4) Exhibit Four (Economic Justification) shall include:  
      i) A statement of the community's overall economic goals and strategies in relation to those of the 
region and state;  
      ii) A reference to the plan or plans on which the goals are based and how they relate to the zone 
project;  
      iii) An economic profile of the community including identification and discussion of dominant sectors 
in terms of percentage of employment or income, area resources and problems, economic imbalances, 
unemployment rates, area foreign trade statistics, and area port facilities and transportation networks;  
      iv) A statement as to the role and objective of the zone project, and a justification for each of the 
proposed sites;  
      v) A discussion of the anticipated economic impact, direct and indirect, of the zone project, 
including references to public costs and benefits, employment, U.S. international trade, and 
environmental impact;  



 

 

      vi) A statement as to the need for zone services in the community, with information on surveys of 
business, and specific expressions of interest from proposed zone users, with letters of intent from 
those firms that are considered prime prospects; and  
      vii) A description of proposed manufacturing and processing operations, if applicable, with 
information covering the factors described in §400.31(b), including the nature and scope of the 
operation and production process, materials and components used, items to be foreign sourced with 
relevant tariff information, zone benefits anticipated and how they will affect the firm's plans, and the 
economic impact of the operation on the community and on related domestic industries.  
      5) Exhibit Five (Maps) shall consist of:  
      i) The following maps and drawings:  
      A) State and county maps showing the general location of the zone in terms of the area's 
transportation network;  
      B) A local community map showing in red the location of the proposed zone; and  
      C) A detailed blueprint of the zone or subzone area showing zone boundaries in red, with 
dimensions and metes and bounds, or other legal description, and showing existing and proposed 
structures.  
      ii) Proposals involving existing zones shall include a drawing showing existing zone sites and the 
proposed changes.  
      e) Additional information. The Board or the Executive Secretary may require additional information 
needed to adequately evaluate a proposal.  
      f) Amendment of application. The Board or the Executive Secretary may allow amendment of the 
application.  
      g) Drafts. Applicants may submit a draft application to the Executive Secretary for review.  
      h) Format and number of copies. Unless the Executive Secretary alters the requirements of this 
paragraph, submit an original and 8 copies of the application on 8 1/2" x 11" (216 x 279 mm) paper. 
Exhibit Five of the original application shall contain full-sized maps, and copies shall contain letter-sized 
reductions.  
      i) Where to file. Address and mail the application to the Secretary of Commerce, Attention: 
Executive Secretary, Foreign-Trade Zones Board, U.S. Department of Commerce, Pennsylvania 
Avenue and 14th Street, NW., Washington, DC 20230.  
 
(Approved by the Office of Management and Budget under control number 0625-0139)  
 
§400.25 Application for subzone. Also see the application page for guidance.  
 
      a) In general. An application to establish a subzone as part of a proposed or existing zone shall be 
submitted in accordance with the format in §400.24, except that the focus of the information provided in 
Exhibit Four shall be on the specific activity involved and its net economic effect. The information 
submitted in Exhibit Four shall include:  
      1) A summary as to the reasons for the subzone and an explanation of its anticipated economic 
effects;  
      2) Identity of the subzone user and its corporate affiliation;  
      3) Description of the proposed activity, including:  
      i) Products;  
      ii) Materials and Components;  
      iii) Sourcing plans (domestic/foreign);  
      iv) Tariff rates and other import requirements or restrictions;  
      v) Information to assist the Board in making a determination under §§400.31(b)(1)(iii) and 
400.31(b)(2);  
      vi) Benefits to subzone user;  
      vii) Information required in §400.24(d)(4)(vii);  
      viii) Information as to whether alternative procedures have been considered as a means of 
obtaining the benefits sought;  
      ix) Information on the industry involved and extent of international competition; and  

http://ia.ita.doc.gov/ftzpage/applications.html


 

 

      x) Economic impact of the operation on the area;  
      4) Reason operation cannot be conducted within a general-purpose zone;  
      5) Statement as to environmental impact; and  
      6) Any additional information requested by the Board or the Executive Secretary in order to conduct 
the review. The Executive Secretary may issue guidelines as to the kind of detailed information needed 
for various types of subzone cases.  
      b) Burden of proof. An applicant for a subzone must demonstrate to the Board that the proposed 
operation meets the criteria in §400.23(b).  
 
(Approved by the Office of Management and Budget under control number 0625-0139)  
 
§400.26 Application for expansion or other modification to zone project.  
 
      a) In general. (1) A grantee may apply to the Board for authority to expand or otherwise modify its 
zone project.  
      2) The Executive Secretary, in consultation with the Port Director, will determine whether the 
proposed modification involves a major change in the zone plan and is thus subject to paragraph (b) of 
this section, or is minor and subject to paragraph (c) of this section. In making this determination the 
Executive Secretary will consider the extent to which the proposed modification would:  
      i) Substantially modify the plan originally approved by the Board; or  
      ii) Expand the physical dimensions of the approved zone area as related to the scope of operations 
envisioned in the original plan.  
      b) Major modification to zone project. An application for a major modification to an approved zone 
project shall be submitted in accordance with the format in §400.24, except that:  
      1) Reference may be made to current information in an application from the same applicant on file 
with the Board; and  
      2) The content of Exhibit Four shall relate specifically to the proposed change.  
      c) Minor modification to zone project. Other applications or requests under this subpart, including 
those for minor revisions of zone boundaries, grant of authority transfers, or time extensions, shall be 
submitted in letter form with information and documentation necessary for analysis, as determined by 
the Executive Secretary, who shall determine whether the proposed change is a minor one subject to 
this paragraph (c) instead of paragraph (b) of this section (see, §400.27(f)).  
      d) Applications for other revisions to grants of authority. Applications or requests for revisions to 
grants of authority, such as restriction modifications, shall be submitted in letter form with information 
and documentation necessary for analysis, as determined by the Executive Secretary. If the change 
involves removal or significant modification of a restriction included by the Board in a grant of authority, 
the review procedures of §400.32 shall apply. If not, the procedure set forth in §400.27(f) shall apply.  
 
(Approved by the Office of Management and Budget under control number 0625-0139)  
 
§400.27 Procedure for processing application.  
 
      a) In general. This section outlines the procedure followed in processing applications submitted 
under §§400.24-400.26. In addition, it sets forth the time schedules which will normally be applied in 
processing applications. The schedules will provide guidance to applicants with respect to the time 
frames for each of the procedural steps involved in the Board's review. Under these schedules, 
applications involving manufacturing or processing activity would be processed within 1 year, and those 
not involving such activity, within 10 months. While the schedules set forth a standard time frame, the 
Board may determine that it requires additional time based on special circumstances, such as when 
the public comment period must be reopened pursuant to paragraphs (d)(2)(v)(B) and (d)(3)(vi)(B) of 
this section.  
      b) Prefiling review. Applications subject to §400.29 shall be accompanied with a check in 
accordance with that section, and will be dated upon receipt at the headquarters of the Board. The 
Executive Secretary will determine whether the application satisfies the requirements of §§400.22-



 

 

400.24, 400.25, 400.26, 400.32, and other applicable provisions of this part.  
      1) If the application is deficient, the Executive Secretary will notify the applicant within 20 days of 
receipt of the application, specifying the deficiencies. The applicant shall correct the deficiencies and 
submit the correct application within 30 days of notification. Otherwise, the application (original) will be 
returned.  
      2) If the application is sufficient, the Executive Secretary will within 45 days of receipt of the 
application:  
      i) Formally file the application, thereby initiating the proceeding or review;  
      ii) Assign a case docket number in cases requiring a Board order; and  
      iii) Notify the applicant.  
      c) Procedure-Executive Secretary responsibilities. After initiating a proceeding based on an 
application under §§400.24-400.25, or 400.26(b), the Executive Secretary will:  
      1) Designate an examiner to conduct a review and prepare a report with recommendations for the 
Board;  
      2) Publish in the Federal Register a notice of the formal filing of the application and initiation of the 
review which includes the name of the applicant, a description of the zone project, information as to any 
hearing scheduled at the outset, and an invitation for public comment, including a time period during 
which the public may submit evidence, factual information, and written arguments. Normally, the 
comment period will close 60 days after the date the notice appears, except that, if a hearing is held 
(see, §400.51), the period will not close prior to 15 days after the date of the hearing. The closing date 
for general comment will ordinarily be followed by an additional 15-day period for rebuttal comments;  
      3) Send copies of the filing and initiation notice and the application to the Commissioner of 
Customs and the Port Director, or a designee.  
      4) Arrange for hearings, as appropriate;  
      5) Transmit the reports and recommendations of the examiner and of the officials identified in 
paragraph (c)(3) of this section to the Board for appropriate action; and  
      6) Notify the applicant in writing and publish notice in the Federal Register of the Board's 
determination.  
      d) Case reviews-procedure and time schedule-(1) Customs review. The Port Director, or a 
designee, in accordance with agency regulations and directives, will submit a technical report to the 
Executive Secretary within 45 days of the conclusion of the public comment period described in 
paragraph (c)(2) of this section.  
      2) Examiners reviews-non-manufacturing/processing. Examiners assigned to cases not involving 
manufacturing or processing activity shall conduct a review taking into account the factors enumerated 
in §400.23 and other appropriate sections of this part, which shall include:  
      i) Conducting or participating in necessary hearings scheduled by the Executive Secretary;  
      ii) Reviewing case records, including public comments;  
      iii) Requesting information and evidence from parties of record;  
      iv) Developing information and evidence necessary for evaluation and analysis of the application in 
accordance with the criteria of the Act and this part;  
      v) Preparing a report with recommendations to the Board and submitting it to the Executive 
Secretary within 120 days of the close of the period for public comment (see, paragraph (c)(2) of this 
section).  
      A) If the report is unfavorable to the applicant, it shall be considered a preliminary report and the 
applicant shall be notified within 5 days (in writing or by phone) and given 30 days from the date of 
notification in which to respond to the report and submit additional evidence.  
      B) If the response contains new evidence on which there has not been an opportunity for public 
comment, the Executive Secretary will publish notice in the Federal Register after completion of the 
review of the response. The new material will be made available for public inspection and the Federal 
Register notice will invite further public comment for 30 days, with an additional 15-day period for 
rebuttal comments.  
      C) The Customs adviser shall be notified when necessary for further comments, which shall be 
submitted within 45 days after notification.  
      D) The examiners report in a situation under paragraph (d)(2)(v)(A) of this section shall be 



 

 

completed and submitted to the Executive Secretary within 30 days after receipt of additional evidence 
or notice from the applicant that there will be none; except that, if paragraph (d)(2)(v)(B) of this section 
applies, the report will be submitted within 30 days of the close of the period for public comment.  
      3) Examiners reviews-cases involving manufacturing or processing activity. Examiners shall 
conduct a review taking into account the factors enumerated in §400.23, §400.31, and other 
appropriate sections of this part, which shall include:  
      i) Conducting or participating in hearings scheduled by the Executive Secretary;  
      ii) Reviewing case records, including public comments;  
      iii) Requesting information and evidence from parties of record;  
      iv) Developing information and evidence necessary for analysis of the threshold factors and the 
economic factors enumerated in §400.31;  
      v) Conducting an analysis to include:  
      A) An evaluation of policy considerations pursuant to §§400.31(b)(1)(i) and 400.31(b)(1)(ii);  
      B) An evaluation of the economic factors enumerated in §§400.31(b)(1)(iii) and 400.31(b)(2), which 
shall include an evaluation of the economic impact on domestic industry, considering both producers of 
like products and producers of components/materials used in the manufacture/processing or assembly 
of the products. The evaluation will take into account such factors as market conditions, price 
sensitivity, degree and nature of foreign competition, effect on exports and imports, and the net effect 
on U.S. employment;  
      vi) Conducting appropriate industry surveys when necessary; and  
      vii) Preparing a report with recommendations to the Board and submitting it to the Executive 
Secretary within 150 days of the close of the period for public comment:  
      A) If the report is unfavorable to the applicant, it shall be considered a preliminary report and the 
applicant shall be notified (in writing or by phone) and given 45 days from the date of notification in 
which to respond to the report and submit additional evidence pertinent to the factors considered in the 
report.  
      B) If the response contains new evidence on which there has not been an opportunity for public 
comment, the Executive Secretary will publish notice in the Federal Register after completion of the 
review of the response. The new material will be made available for public inspection and the Federal 
Register notice will invite further public comment for 30 days, with an additional 15-day period for 
rebuttal comments.  
      e) Procedure-Completion of review-(1) The Executive Secretary will circulate the examiners report 
with recommendations to Board members for their review and votes (by resolution).  
      2) The Treasury Board member will return their vote to the Executive Secretary within 30 days, 
unless a formal meeting is requested (see, §400.11(d)).  
      3) The Commerce Department will complete the decision process within 15 days of receiving the 
votes of both other Board members, and the Executive Secretary will publish the Board decision.  
      f) Procedure-Application for minor modification of zone project. (1) The Executive Secretary, with 
the concurrence of the Port Director, will make a determination in cases under §400.26(c) involving 
minor changes to zone projects that do not require a Board order, such as boundary modifications, 
including certain relocations, and will notify the applicant in writing of the decision within 30 days of the 
determination that the application or request can be processed under §400.26(c).  
      2) The Port Director shall provide the decision as to concurrence within 20 days after being notified 
of the request or application.  
 
§400.28 Conditions, prohibitions and restrictions applicable to grants of authority.  
 
      a) In general. Grants of authority issued by the Board for the establishment of zones or subzones, 
including those already issued, are subject to the Act and this part and the following general conditions 
or limitations:  
      1) Approvals from the grantee and the Port Director, pursuant to 19 CFR part 146, are required 
prior to the activation of any portion of an approved zone project; and  
      2) Approval of the Board or the Commerce Department's Assistant Secretary for Import 
Administration pursuant to subpart D of this part is required prior to the commencement of 



 

 

manufacturing beyond the scope of that approved as part of the application or pursuant to reviews 
under this part (e.g., new end products, significant expansions of plant production capacity), and of 
similar changes in processing activity which involves foreign articles subject to quantitative import 
controls (quotas) or results in articles subject to a lower (actual or effective) duty rate (inverted tariff) 
than any of their foreign components.  
      3) Sourcing changes-(i) Notification requirement. The grantee or operator of a zone or subzone 
shall notify the Executive Secretary when there is a change in sourcing for authorized manufacturing or 
processing activity which involves the use of new foreign articles subject to quotas or inverted tariffs, 
unless-  
      A) Entries for consumption are not to be made at the lower duty rate; or  
      B) The product in which the foreign articles are to be incorporated is being produced for 
exportation.  
      ii) Notification procedure. Notification shall be given prior to the commencement of the activity, 
when possible, otherwise at the time the new foreign articles arrive in the zone or are withdrawn from 
inventory for use in production. Requests may be made to the Executive Secretary for authority to 
submit notification of sourcing changes on a quarterly federal fiscal year basis covering changes in the 
previous quarter.  
      iii) Reviews (A) Upon notification of a sourcing change under paragraph (a)(3)(i) of this section, 
within 30 days, the Executive Secretary will conduct a preliminary review of the changes in relation to 
the approved activity to determine whether they could have significant adverse effects, taking into 
account the factors enumerated in §400.31(b), and will submit a report and recommendation to the 
Commerce Department's Assistant Secretary for Import Administration, who shall determine whether 
review is necessary. The procedures of §400.32(b) shall be used in these situations when appropriate.  
      B) The Board or the Commerce Department's Assistant Secretary for Import Administration may, 
based on public interest grounds, prohibit or restrict the use of zone procedures in regard to the change 
in sourcing, including requiring that items be placed in privileged foreign status (19 CFR 146.41) upon 
admission to a zone or subzone.  
      C) The Executive Secretary shall direct reviews necessary to ensure that activity involved in these 
situations continues to be in the public interest.  
      4) Prior to activation of a zone, the zone grantee or operator shall obtain all necessary permits from 
federal, state and local authorities, and except as otherwise specified in the Act or this part, shall 
comply with the requirements of those authorities.  
      5) A grant of authority for a zone or a subzone shall lapse unless the zone project (in case of 
subzones, the subzone facility) is activated, pursuant to 19 CFR part 146, and in operation not later 
than five years from:  
      i) A Board order (authorizing the zone or subzone) issued after November 7, 1991; or  
      ii) November 7, 1991.  
      6) A grant of authority approved under this subpart includes authority for the grantee to permit the 
erection of buildings necessary to carry out the approved zone project subject to concurrence of the 
Port Director.  
      7) Zone grantees, operators, and users shall permit federal government officials acting in an official 
capacity to have access to the zone project and records during normal business hours and under other 
reasonable circumstances.  
      8) A grant of authority may not be sold, conveyed, transferred, set over, or assigned (FTZ Act, 
section 7; 19 U.S.C. 81q). Private ownership of zone land and facilities is permitted provided the zone 
grantee retains the control necessary to implement the approved zone project. Should title to land or 
facilities be transferred after a grant of authority is issued, the zone grantee must retain, by agreement 
with the new owner, a level of control which allows the grantee to carry out its responsibilities as 
grantee. The sale of a zone site or facility for more than its fair market value without zone status could, 
depending on the circumstances, be subject to section 17 of the Act.  
      9) A grant of authority will not be construed to make the zone grantee automatically liable for 
violations by operators, users, or other parties.  
      b) Additional conditions, prohibitions and restrictions. Other requirements, conditions or restrictions 
under Federal, State or local law may apply to the zone or subzone authorized by the grant of authority.  



 

 

      c) Revocation of grants of authority.  
      1) In general. As provided in this section, the Board can revoke in whole or in part a grant of 
authority for a zone or subzone whenever it determines that the zone grantee or, in the case of 
subzones, the subzone operator, has violated, repeatedly and willfully, the provisions of the Act.  
      2) Procedure. When the Board has reason to believe that the conditions for revocation, as 
described in paragraph (a) of this section, are met, the Board will:  
      i) Notify the zone or subzone grantee in writing stating the nature of the alleged violations, and 
provide the grantee an opportunity to request a hearing on the proposed revocation;  
      ii) Conduct a hearing, if requested or otherwise if appropriate;  
      iii) Make a determination on the record of the proceeding not earlier than 4 months after providing 
notice to the zone grantee under paragraph (b)(1) of this section; and  
      iv) If the Board's determination is affirmative, publish notice of revocation of the grant of authority in 
the Federal Register.  
      3) As provided in section 18 of the Act (19 U.S.C. 81r(c)), the zone or subzone grantee may appeal 
an order of the Board revoking the grant of authority.  
 
§400.29 Application fees.  
 
      a) In general. This section sets forth a uniform system of charges in the form of fees to recover 
some costs incurred by the Foreign-Trade Zones staff of the Department of Commerce in processing 
the applications listed in paragraph (b) of this section. The legal authority for the fees is 31 U.S.C. 
9701, which provides for the collection of user fees by agencies of the Federal Government.  
      b) Uniform system of user fee charges. The following graduated fee schedule establishes fees for 
certain types of applications and requests for authority based on their average processing time. 
Applications combining requests for more than one type of approval are subject to the fee for each 
category.  
 
 
    (1) Additional general-purpose zones (§400.24; §400.21(a)(2)) ..... $3,200  
    (2) Special-purpose subzones (§400.25):  
        i) Non-manufacturing/processing or less than three products .. 4,000  
        ii) Manufacturing/processing-three or more products .......... 6,500  
    (3) Expansions (§400.26(b)) ....................................... 1,600  
 
      c) Applications submitted to the Board shall include a check drawn on a national or state bank or 
trust company of the United States or Puerto Rico in the amount called for in paragraph (b) of this 
section. Uncertified checks must be acceptable for deposit by a Federal Reserve bank or branch.  
      d) Applicants shall make their checks payable to the U.S. Department of Commerce ITA. The 
checks will be deposited by ITA into the Treasury receipts account. If applications are found deficient 
under §400.27(b)(1), or withdrawn by applicants prior to formal filing, refunds will be made.  
 
Subpart D-Manufacturing and Processing Activity-Reviews  
 
§400.31 Manufacturing and processing activity; criteria.  
 
      a) In general. Pursuant to section 15(c) of the Act (19 U.S.C. 810(c)), the Board has authority to 
restrict or prohibit zone activity "that in its judgment is detrimental to the public interest." When 
evaluating zone and subzone manufacturing and processing activity, either as proposed in an 
application, in a request for manufacturing/processing approval, or as part of a review of an ongoing 
operation, the Board shall determine whether the activity is in the public interest by reviewing it in 
relation to the evaluation criteria contained in paragraph (b) of this section. With regard to processing 
activity, this section shall apply only when the activity involves foreign articles subject to quantitative 
import controls (quotas) or results in articles subject to a lower duty rate (inverted tariff) than any of 
their foreign components. Such a review involves consideration of whether the activity is consistent with 



 

 

trade policy and programs, and whether its net economic effect is positive.  
      b) Evaluation criteria-(1) Threshold factors. It is the policy of the Board to authorize zone activity 
only when it is consistent with public policy and, in regard to activity involving foreign merchandise 
subject to quotas or inverted tariffs, when zone procedures are not the sole determining cause of 
imports. Thus, without undertaking a review of the economic factors enumerated in §400.31(b)(2), the 
Board shall deny or restrict authority for proposed or ongoing activity if it determines that:  
      i) The activity is inconsistent with U.S. trade and tariff law, or policy which has been formally 
adopted by the Executive branch;  
      ii) Board approval of the activity under review would seriously prejudice U.S. tariff and trade 
negotiations or other initiatives; or  
      iii) The activity involves items subject to quantitative import controls or inverted tariffs, and the use 
of zone procedures would be the direct and sole cause of imports that, but for such procedures, would 
not likely otherwise have occurred, taking into account imports both as individual items and as 
components of imported products.  
      2) Economic factors. After its review of threshold factors, if there is a basis for further consideration, 
the Board shall consider the following factors in determiing the net economic effect of the activity of 
proposed activity:  
      i) Overall employment impact;  
      ii) Exports and reexports;  
      iii) Retention or creation of manufacturing or processing activity;  
      iv) Extent of value-added activity;  
      v) Overall effect on import levels of relevant products, including import displacement;  
      vi) Extent and nature of foreign competition in relevant products;  
      vii) Impact on related domestic industry, taking into account market conditions; and  
      viii) Other relevant information relating to public interest and net economic impact considerations, 
including technology transfers and investment effects.  
      c) Methodology and evidence-  
      1)  
      i) The first phase (§400.31(b)) involves consideration of threshold factors. If an examiner or 
reviewer makes a negative finding on any of the factors in paragraph (b)(1) of this section in the course 
of a review, the applicant shall be informed pursuant to §400.27(d)(3)(vii)(A). When threshold factors 
are the basis for a negative recommendation in a review of ongoing activity, the zone grantee and 
directly affected party shall be notified and given an opportunity to submit evidence pursuant to 
§400.27(d)(3)(vii)(A). If the Board determines in the negative any of the factors in paragraph (b)(1) of 
this section, it shall deny or restrict authority for the proposed or ongoing activity.  
      ii) The process for paragraph (b)(2) of this section involves consideration of the enumerated 
economic factors, taking into account their relative weight and significance under the circumstances. 
Previous evaluations in similar cases are considered. The net effect is arrived at by balancing the 
positive and negative factors and arriving at a net economic effect.  
      2) Contributory effect. In assessing the significance of the economic effect of the zone activity as 
part of the consideration of economic factors, and in consideration of whether there is a significant 
public benefit, the Board may consider the contributory effect zone savings have as an incremental part 
of cost effectiveness programs adopted by companies to improve their international competitiveness.  
      3) Burden of proof. Applicants for subzones shall have the burden of submitting evidence 
establishing that the activity does or would result in a significant public benefit, taking into account the 
factors in paragraph (b) of this section. Applicants for approval of manufacturing or processing in 
general-purpose zones shall submit evidence regarding the positive economic effects that would result 
from activity within the zone and may submit evidence and comments as to policy considerations. Both 
types of applicants are expected to submit information in response to evidence of adverse economic 
effects during the public comment period. Parties should submit evidence that is probative and 
substantial in addressing the matter in issue.  
      d) Monitoring and post-approval reviews-  
      1) Ongoing zone activity may be reviewed at anytime to determine whether it is in compliance with 
the Act and regulations, as well as the authority granted by the Board. Reviews may also be conducted 



 

 

to determine whether there are changed circumstances that raise questions as to whether the activity is 
detrimental to the public interest, taking into account the factors enumerated in §400.31. The Board 
may prescribe special monitoring requirements in its decisions when appropriate.  
      2) Reviews may be initiated by the Board, the Commerce Department's Assistant Secretary for 
Import Administration, or the Executive Secretary; or, they may be undertaken in response to requests 
from parties directly affected by the activity in question and showing good cause.  
      3) Upon review, if the Board finds that zone activity is no longer in the public interest, taking into 
account the provisions of §400.31, it may restrict the activity in question. The appropriateness of a 
delayed effective date will be considered in such cases.  
 
§400.32 Procedure for review of request for approval of manufacturing or processing.  
 
      a) Request as part of application for grant of authority. A request for approval of proposed 
manufacturing or processing activity may be submitted as part of an application under §§400.24-
400.26(a). The Board will review the request taking into account the criteria in §400.31(b).  
      b) Request for manufacturing/processing in approved zone or subzone. Prior to the 
commencement of manufacturing in a zone or subzone involving activity beyond the scope of that 
which has been previously authorized at the facility (i.e., new end products, significant expansions of 
plant production capacity), and of similar changes in processing activity that involves foreign articles 
subject to quotas or inverted tariffs, zone grantees or operators shall request the determination referred 
to in §400.31(a) by submitting a request in writing to the Executive Secretary (§400.28(a)(2)). Such 
requests shall include the information required by §§400.24(d)(4)(vii) and 400.25.  
      1) The Commerce Department's Assistant Secretary for Import Administration may make 
determinations in these cases based upon a review by the FTZ staff and the recommendation of the 
Executive Secretary, when:  
      i) The proposed activity is the same, in terms of products involved, to activity recently approved by 
the Board and similar in circumstances; or  
      ii) The activity is for export only; or  
      iii) The zone benefits sought do not involve the election of non-privileged foreign status (19 CFR 
146.42) on items involving inverted tariffs; or  
      iv) The Port Director determines that the activity could otherwise be conducted under Customs 
bonded procedures.  
      2) When the informal procedure in paragraph (b)(1) of this section is not appropriate-  
      i) The Executive Secretary will:  
      A) Assign a case docket number and give notice in the Federal Register inviting public comment;  
      B) Arrange a public hearing, if appropriate;  
      C) Appoint an examiner, if appropriate, to conduct a review and prepare a report with 
recommendations for the Board; and  
      D) Prepare and transmit a report with recommendations, or transmit the examiners report, to the 
Board for appropriate action; and  
      ii) The Board will make a determination on the requests, and the Executive Secretary will notify the 
grantee in writing of the Board's determination, and will publish notice of the determination in the 
Federal Register.  
      c) Scope determinations. Determinations shall be made by the Executive Secretary as to whether 
changes in activity are within the scope of related activity already approved for the facility involved 
under this part. When warranted, the procedures of paragraph (b)(2) of this section will be followed.  
 
§400.33 Restrictions on manufacturing and processing activity.  
 
      a) In general. In approving manufacturing or processing activity for a zone or subzone the Board 
may adopt restrictions to protect the public interest, health, or safety. The Commerce Department's 
Assistant Secretary for Import Administration may similarly adopt restrictions in exercising authority 
under §400.32(b)(1).  
      b) Restrictions on items subject to antidumping and countervailing duty actions-(1) Board policy. 



 

 

Zone procedures shall not be used to circumvent antidumping (AD) and countervailing duty (CVD) 
actions under 19 CFR parts 353 and 355.  
      2) Admission of items subject to AD/CVD actions. Items subject to AD/CVD orders or items which 
would be otherwise subject to suspension of liquidation under AD/CVD procedures, if they entered U.S. 
Customs territory, shall be placed in privileged foreign status (19 CFR 146.41) upon admission to a 
zone or subzone. Upon entry for consumption, such items shall be subject to duties under AD/CVD 
orders or to suspension of liquidation, as appropriate, under 19 CFR parts 353 and 355.  
 
Subpart E-Zone Operations and Administrative Requirements  
 
§400.41 Zone operations; general.  
 
Zones shall be operated by or under the contractual oversight of zone grantees, subject to the 
requirements of the Act and this part, as well as those of other federal, state and local agencies having 
jurisdiction over the site and operation. Zone grantees shall ensure that the reasonable zone needs of 
the business community are served by their zone projects. The Port Director represents the Board with 
regard to the zone projects in the district and is responsible for enforcement, including physical security 
and access requirements, as provided in 19 CFR part 146.  
 
§400.42 Requirements for commencement of operations in a zone project.  
 
      a) In general. The following actions are required before operations in a zone may commence:  
      1) Approval by the Port Director of an application for activation is required as provided in 19 CFR 
part 146; and  
      2) The Executive Secretary will review proposed manufacturing or processing, pursuant to §400.32, 
and a zone schedule as provided in this section.  
      b) Zone schedule. (1) The zone grantee shall submit to the Executive Secretary and to the Port 
Director a zone schedule which sets forth:  
      i) Internal rules and regulations for the zone; and  
      ii) A statement of the rates and charges (fees) applicable to zone users.  
      2) A zone schedule shall consist of typed, loose-leaf, numbered, letter-sized pages, enclosed in 
covers, and shall contain:  
      i) A title page, with information to include:  
      A) The name of the zone grantee and operator(s);  
      B) Schedule identification;  
      C) Site description;  
      D) Date of original schedule; and  
      E) Name of the preparer;  
      ii) A table of contents;  
      iii) Administrative information;  
      iv) A statement of zone operating policy, rules and regulations, including uniform procedures 
regarding the construction of buildings and facilities; and  
      v) A section listing rates and charges for zones and subzones with information sufficient for the 
Board or the Executive Secretary to determine whether the rates and charges are reasonable based on 
other like operations in the port of entry area, and whether there is uniform treatment under like 
circumstances among zone users.  
      3) The Executive Secretary will review the schedule to determine whether it contains sufficient 
information for users concerning the operation of the facility and a statement of rates and charges as 
provided in paragraph (b)(2) of this section. If the Executive Secretary determines that the schedule 
satisfies these requirements, the Executive Secretary will notify the zone grantee, unless there is a 
basis for review under paragraph (b)(5) of this section. A copy of the schedule shall be available for 
public inspection at the offices of the zone grantee and operator. The zone grantee shall send a copy to 
the Port Director, who may submit comments to the Executive Secretary.  
      4) Amendments to the schedule shall be prepared and submitted in the manner described in 



 

 

paragraphs (b)(1) through (b)(3) of this section, and listed in the concluding section of the schedule, 
with dates.  
      5) A zone user or prospective user showing good cause may object to the zone or subzone fee on 
the basis that it is not reasonable, fair and uniform, by submitting to the Executive Secretary a 
complaint in writing with supporting information. The Executive Secretary will review the complaint and 
issue a report and decision, which will be final unless appealed to the Board within 30 days. The Board 
or the Executive Secretary may otherwise initiate a review for cause. The factors considered in 
reviewing reasonableness and fairness, will include:  
      i) The going-rates and charges for like operations in the area and the extra costs of operating a 
zone, including return on investment; and  
      ii) In the case of subzones, the value of actual services rendered by the zone grantee or operator, 
and reasonable out-of-pocket expenses.  
 
§400.43 Restriction and prohibition of certain zone operations.  
 
      a) In general. After review, the Board may restrict or prohibit any admission of merchandise into a 
zone project or operation in a zone project when it determines that such activity is detrimental to the 
public interest, health or safety.  
      b) Initiation of review. The Board may conduct a proceeding, or the Executive Secretary a review, to 
consider a restriction or prohibition under paragraph (a) of this section either self-initiated, or in 
response to a complaint made to the Board by a party directly affected by the activity in question and 
showing good cause.  
 
§400.44 Zone-restricted merchandise.  
 
      a) In general. Merchandise which has been given export status by Customs officials ("zone-
restricted merchandise"-19 CFR 146.44) may be returned to the Customs Territory of the United States 
only when the Board determines that the return would be in the public interest. Such returns are subject 
to the Customs laws and the payment of applicable duties and excise taxes (19 U.S.C. 81c, 4th 
proviso).  
      b) Criteria. In making the determination described in paragraph (a) of this section, the Board will 
consider:  
      1) The intent of the parties;  
      2) Why the goods cannot be exported;  
      3) The public benefit involved in allowing their return; and  
      4) The recommendation of the Port Director.  
      c) Procedure. (1) A request for authority to return "zone-restricted" merchandise into Customs 
territory shall be made to the Executive Secretary in letter form by the zone grantee or operator of the 
zone in which the merchandise is located, with supporting information and documentation.  
      2) The Executive Secretary will investigate the request and prepare a report for the Board.  
      3) The Executive Secretary may act for the Board under this section in cases involving 
merchandise valued at 500,000 dollars or less, provided requests are accompanied with a letter of 
concurrence from the Port Director.  
 
§400.45 Retail trade.  
 
      a) In general. Retail is prohibited in zones, except that sales or other commercial activity involving 
domestic, duty-paid, and duty-free goods may be conducted within an activated zone project under 
permits issued by the zone grantee and approved by the Board, with the further exception that no 
permits shall be necessary for sales involving domestic, duty-paid or duty-free food and non-alcoholic 
beverage products sold within the zone or subzone for consumption on premises by persons working 
therein. The Port Director will determine whether an activity is retail trade, subject to review by the 
Board when the zone grantee requests such a review with a good cause.  
      b) Procedure. Requests for Board approval under this section shall be submitted in letter form, with 



 

 

supporting documentation, to the Port Director, who is authorized to act for the Board in these cases, 
subject to the concurrence of the Executive Secretary.  
      c) Criteria. In evaluating requests under this section, the Port Director and the Executive Secretary 
will consider:  
      1) Whether any public benefits would result from approval; and  
      2) The economic effect such activity would have on the retail trade outside the zone in the port of 
entry area.  
 
§400.46 Accounts, records and reports.  
 
      a) Zone accounts. Zone accounts shall be maintained in accordance with generally accepted 
accounting principles, and in compliance with the requirements of federal, state or local agencies 
having jurisdiction over the site or operation.  
      b) Records and forms. Zone records and forms shall be prepared and maintained in accordance 
with the requirements of the Customs Service and the Board, and the zone grantee shall retain copies 
of applications it submits to the Board.  
      c) Maps and drawings. Zone grantees or operators, and Port Directors, shall keep current layout 
drawings of approved sites as described in §400.24(d)(5), showing activated portions, and a file 
showing required approvals. The zone grantee shall furnish necessary maps to the Port Director.  
      d) Annual reports (1) Zone grantees shall submit annual reports to the Board at the time and in the 
format prescribed by the Executive Secretary, for use by the Executive Secretary in the preparation of 
the Board's annual report to the Congress.  
      2) The Board shall submit an annual report to the Congress.  
 
(Approved by the Office of Management and Budget under control number (0625-0109)  
 
§400.47 Appeals to the Board from decisions of the Assistant Secretary for Import 
Administration and the Executive Secretary.  
 
      a) In general. Decisions of the Assistant Secretary for Import Administration and the Executive 
Secretary made pursuant to §§400.22(d)(2)(ii), 400.32(b)(1), 400.44(c)(3), and 400.45(b)(2) may be 
appealed to the Board by adversely affected parties showing good cause.  
      b) Procedures. Parties appealing a decision under paragraph (a) of this section shall submit a 
request for review to the Board in writing, stating the basis for the request, and attaching a copy of the 
decision in question, as well as supporting information and documentation. After a review, the Board 
will notify the complaining party of its decision in writing.  
 
Subpart F-Notice, Hearings, Record and Information  
 
§400.51 Notice and hearings.  
 
      a) In general. The Executive Secretary will publish notice in the Federal Register inviting public 
comment on applications docketed for Board action (see, §400.27(c)), and with regard to other reviews 
or matters considered under this part when public comment is necessary. Applicants shall give 
appropriate notice of their proposals in local newspapers. The Board, the Secretary, the Commerce 
Department's Assistant Secretary for Import Administration, or the Executive Secretary, as appropriate, 
may schedule and/or hold hearings during any proceedings or reviews conducted under this part 
whenever necessary or appropriate.  
      b) Requests for hearings-(1) A directly affected party showing good cause may request a hearing 
during a proceeding or review.  
      2) The request must be made within 30 days of the beginning of the period for public comment 
(see, §400.27) and must be accompanied by information establishing the need for the hearing and the 
basis for the requesting party's interest in the matter.  
      3) A determination as to the need for the hearing will be made by the Commerce Department's 



 

 

Assistant Secretary for Import Administration within 15 days after the receipt of such a request.  
      c) Procedure for public hearings. The Board will publish notice in the Federal Register of the date, 
time and location of a hearing. All participants shall have the opportunity to make a presentation. 
Applicants and their witnesses shall ordinarily appear first. The presiding officer may adopt time limits 
for individual presentations.  
 
§400.52 Official record; public access.  
 
      a) Content. The Executive Secretary will maintain at the location stated in §400.53(d) an official 
record of each proceeding within the Board's jurisdiction. The Executive Secretary will include in the 
official record all factual information, written argument, and other material developed by, presented to, 
or obtained by the Board in connection with the proceeding. The official record will contain material that 
is public, business proprietary, privileged, and classified. While there is no requirement that a verbatim 
record shall be kept of public hearings, the proceedings of such hearings shall ordinarily be recorded 
and transcribed when significant opposition is involved.  
      b) Opening and closing of official record. The official record opens on the date the Executive 
Secretary files an application or receives a request that satisfies the applicable requirements of this 
part and closes on the date of the final determination in the proceeding or review, as applicable.  
      c) Protection of the official record. Unless otherwise ordered in a particular case by the Executive 
Secretary, the official record will not be removed from the Department of Commerce. A certified copy of 
the record will be made available to any court before which any aspect of a proceeding is under review, 
with appropriate safeguards to prevent disclosure of proprietary or privileged information.  
 
§400.53 Information.  
 
      a) Request for information. The Board may request submission of any information, including 
business proprietary information, and written argument necessary or appropriate to the proceeding.  
      b) Public information. Except as provided in paragraph (c) of this section, the Board will consider all 
information submitted in a proceeding to be public information. If the person submitting the information 
does not agree to its public disclosure, the Board will return the information and not consider it in the 
proceeding.  
      c) Business proprietary information. Persons submitting business proprietary information and 
requesting protection from public disclosure shall mark the cover page "business proprietary," as well 
as the top of each page on which such information appears.  
      d) Disclosure of information. Disclosure of public information will be governed by 15 CFR part 4. 
Public information in the official record will be available for inspection and copying at the Office of the 
Executive Secretary, Foreign-Trade Zones Board, U.S. Department of Commerce Building, 
Pennsylvania Avenue and 14th Street, NW., Washington, DC 20230.  
 
[FR Doc. 91-24130]  
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• 146.81 Penalties.  
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    Authority: 19 U.S.C. 66, 81a-81u, 1202 (General Note 20, Harmonized  
Tariff Schedule of the United States (HTSUS)), 1623, 1624. 
 
    Source:  T.D. 86-16, 51 FR 5049, Feb. 11, 1986, unless otherwise  
noted. 
   
 
Sec. 146.0  Scope. 
 
    Foreign trade zones are established under the Foreign Trade Zones  
Act and the general regulations and rules of procedure of the Foreign  
Trade Zones Board contained in 15 CFR part 400. This part 146 of the  
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Customs Regulations governs the admission of merchandise into a foreign  
trade zone, manipulation, manufacture, or exhibition in a zone;  
exportation of the merchandise from a zone; and transfer of merchandise  
from a zone into Customs territory. 
 
Return to Top 
                      Subpart A--General Provisions 
   
Sec. 146.1  Definitions. 
 
    (a) The following words, defined in section 1 of the Foreign-Trade  
Zones Act of 1934, as amended (19 U.S.C. 81a), are given the same  
meaning when used in this part, unless otherwise stated: ``Board'',  
``Grantee'', and ``Zones''. 
    (b) The following are general definitions for the purpose of this  
part: 
    (1) Act. ``Act'' means the Foreign-Trade Zones Act of June 18, 1934,  
as amended (48 Stat. 998-1003; 19 U.S.C. 81a-u). 
    (2) Activation. ``Activation'' means approval by the grantee and  
port director for operations and for the admission and handling of  
merchandise in zone status. 
    (3) Admit. ``Admit'' means to bring merchandise into a zone with  
zone status. 
    (4) Alteration. ``Alteration'' means a change in the boundaries of  
an activated zone or subzone; activation of a separate site of an  
already-activated zone or subzone with the same operator at the same  
port; or the relocation of an already-activated site with the same  
operator. 
    (5) Customs territory. ``Customs territory'' is the territory of the  
U.S. in which the general tariff laws of the U.S. apply. ``Customs  
territory of the United States'' includes only the States, the District  
of Columbia, and Puerto Rico. (General Note 2, Harmonized Tariff  
Schedule of the United States (19 U.S.C. 1202)). 
    (6) Constructive transfer. ``Constructive transfer'' is a legal  
fiction which permits acceptance of a Customs entry for merchandise in a  
zone before its physical transfer to the Customs territory. 
    (7) Deactivation. ``Deactivation'' means voluntary discontinuation  
of the activation of an entire zone or subzone by the grantee or  
operator. Discontinuance of the activated status of only a part of a  
zone site is an alteration. 
    (8) Default. ``Default'' means an action or omission that will  
result in a claim for duties, taxes, charges, or liquidated damages  
under the Foreign Trade Zone Operator Bond. 
    (9) Merchandise. ``Merchandise'' includes goods, wares and chattels  
of every description, except prohibited merchandise. Building materials,  
production equipment, and supplies for use in operation of a zone are  
not ``merchandise'' for the purpose of this part. 
    (10) Domestic merchandise. ``Domestic merchandise'' is merchandise  
which has been (i) produced in the U.S. and not exported therefrom, or  
(ii) previously imported into Customs territory and properly released  
from Customs custody. 
    (11) Foreign merchandise. ``Foreign merchandise'' is imported  
merchandise which has not been properly released from Customs custody in  
Customs territory. 
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    (12) Conditionally admissible merchandise. ``Conditionally  
admissible merchandise'' is merchandise which may be imported into the  
U.S. under certain conditions. Merchandise which is subject to permits  
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or licenses, or which may be reconditioned to bring it into compliance  
with the laws administered by various Federal agencies, is an example of  
conditionally admissible merchandise. 
    (13) Prohibited merchandise. ``Prohibited merchandise'' is  
merchandise the importation of which is prohibited by law on grounds of  
public policy or morals, or any merchandise which is excluded from a  
zone by order of the Board. Books urging treason or insurrection against  
the U.S., obscene pictures, and lottery tickets are examples of  
prohibited merchandise. 
    (14) Fungible merchandise. ``Fungible merchandise'' means  
merchandise which for commercial purposes is identical and  
interchangeable in all situations. 
    (15) Operator. ``Operator'' is a corporation, partnership, or person  
that operates a zone or subzone under the terms of an agreement with the  
zone grantee. Where used in this part, the term ``operator'' also  
applies to a ``grantee'' that operates its own zone. 
    (16) Reactivation. ``Reactivation'' means a resumption of the  
activated status of an entire area that was previously deactivated  
without any change in the operator or the area boundaries. If the  
boundaries are different, the action is an alteration. If the operator  
is different, it is an activation. 
    (17) Subzone. ``Subzone'' is a special-purpose zone established as  
part of a zone project for a limited purpose, that cannot be  
accommodated within an existing zone. The term ``zone'' also applies to  
a subzone, unless specified otherwise. 
    (18) Transfer. ``Transfer'' means to take merchandise with zone  
status from a zone for consumption, transportation, exportation,  
warehousing, cartage or lighterage, vessel supplies and equipment,  
admission to another zone, and like purposes. 
    (19) Unique identifier. ``Unique identifier'' means the numbers,  
letters, or combination of numbers and letters that identify merchandise  
admitted to a zone with zone status. 
    (20) User. ``User'' means a person or firm using a zone or subzone  
for storage, handling, or processing of merchandise. 
    (21) Zone lot. ``Zone lot'' means a collection of merchandise  
maintained under an inventory control method based on specific  
identification of merchandise admitted to a zone by lot. 
    (22) Zone site. ``Zone site'' means the physical location of a zone  
or subzone. 
    (23) Zone status. ``Zone status'' means the status of merchandise  
admitted to a zone, i.e., nonprivileged foreign, privileged foreign,  
zone restricted, or domestic. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 89-1, 53 FR  
51263, Dec. 21, 1988] 
 
Return to Top 
 
   
Sec. 146.2  Port director as Board representative. 
 
    The port director where the zone is located shall be in charge of  
the zone as the representative of the Board. 
 
Return to Top 
 
   
Sec. 146.3  Customs supervision. 
 
    (a) Assignment of Customs officers. Customs officers will be  
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assigned or detailed to a zone as necessary to maintain appropriate  
Customs supervision of merchandise and records pertaining thereto in the  
zone, and to protect the revenue. 
    (b) Supervision. Customs supervision over any zone or transaction  
provided for in this part will be in accordance with Sec. 161.1 of this  
chapter. The port director may direct a Customs officer to supervise any  
transaction or procedure at a zone. Supervision may be performed through  
a periodic audit of the operator's records, quantity count of goods in a  
zone inventory, spot check of selected transactions or procedures, or  
review of recordkeeping, security, or conditions of storage in a zone. 
 
Return to Top 
 
   
Sec. 146.4  Operator responsibility and supervision. 
 
    (a) Supervision. The operator shall supervise all admissions,  
transfers, removals, recordkeeping, manipulations, manufacturing,  
destruction, exhibition, physical and procedural security, and  
conditions of storage in the 
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zone as required by law and regulations. Supervision by the operator  
shall be that which a prudent manager of a storage, manipulation, or  
manufacturing facility would be expected to exercise, and may take into  
account the degree of supervision exercised by the zone user having  
physical possession of zone merchandise. 
    (b) Customs access. The operator shall permit any Customs officer  
access to a zone. 
    (c) Safekeeping of merchandise and records. The operator is  
responsible for safekeeping of merchandise and records concerning  
merchandise admitted to a zone. The operator, at its liability, may  
allow the zone importer or owner of the goods to store, safeguard, and  
otherwise maintain or handle the goods and the inventory records  
pertaining to them. 
    (d) Records maintenance. The operator shall (1) maintain the  
inventory control and recordkeeping system in accordance with the  
provisions of subpart B, (2) retain all records required in this part  
and defined in Sec. 162.1(a) of this chapter, pertaining to zone  
merchandise for 5 years after the merchandise is removed from the zone,  
and (3) protect proprietary information in its custody from unauthorized  
disclosure. Records shall be readily available for Customs review at the  
zone. 
    (e) Merchandise security. The operator shall maintain the zone and  
establish procedures adequate to ensure the security of merchandise  
located in the zone in accordance with applicable Customs security  
standards and specifications. 
    (f) Storage and handling. The operator shall store and handle  
merchandise in a zone in a safe and sanitary manner to minimize damage  
to the merchandise, avoid hazard to persons, and meet local, state, and  
Federal requirements applicable to a specific kind of goods. All trash  
and waste will be promptly removed from a zone. Aisles will be  
established and maintained, and doors and entrances left unblocked for  
access by Customs officers and other persons in the performance of their  
official duties. 
    (g) Guard service. The operator is authorized to provide guards or  
contract for guard service to safeguard the merchandise and ensure the  
security of the zone. This authorization does not limit the authority of  
the port director to assign Customs guards to protect the revenue under  
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section 4 of the Act (19 U.S.C. 81d). 
    (h) Miscellaneous responsibilities. The operator is responsible for  
complying with requirements for admission, manipulation, manufacture,  
exhibition, or destruction, shortage, or overage; inventory control and  
recordkeeping systems, transfer to Customs territory, and other  
requirements as specified in this part. If the operator elects to  
transfer merchandise from within the port limits (see definition of  
``district'' at Sec. 112.1) to his zone, he shall receipt for the  
merchandise at the time he picks it up for transportation to his  
facility. He becomes liable for the merchandise at that time. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 94-81, 59 FR  
51496, Oct. 12, 1994; T.D. 95-77, 60 FR 50020, Sept. 27, 1995] 
 
 
Return to Top 
 
   
Sec. 146.5  [Reserved] 
 
   
Sec. 146.6  Procedure for activation. 
 
    (a) Application. A zone operator, or where there is no operator, a  
grantee, shall make written application to the port director  
geographically nearest to where the zone is located to obtain approval  
of activation of a zone or zone site. The area to be activated may be  
all or any portion of the zone approved by the Board. The application  
must include a description of all the zone sites covered by the  
application, any operation to be conducted therein, and a statement of  
the general character of the merchandise to be admitted. The port  
director may also require the operator or grantee to submit fingerprints  
on Standard Form 87 at the time of filing the application. If the  
operator is an individual, that individual's fingerprints may be  
required. If the operator or grantee is a business entity, fingerprints  
of all officers and managing officials may be required. 
    (b) Supporting documents. The application must be accompanied by the  
following: 
    (1)  [Reserved] 
    (2) A blueprint of the area approved by the Board to be activated  
showing 
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area measurements, including all openings and buildings; and all  
outlets, inlets, and pipelines to any tank for the storage of liquid or  
similar product, that portion of the blueprint certified to be correct  
by the operator of the tank; 
    (3) A gauge table, when appropriate, showing the capacity, in the  
appropriate unit, of any tank, certified to be correct by the operator  
of the tank; 
    (4) A procedures manual describing the inventory control and  
recordkeeping system that will be used in the zone, certified by the  
operator or grantee to meet the requirements of subpart B; and 
    (5) The written concurrence of the grantee, when the operator  
applies for activation, in the requested zone activation. 
    (c) Inquiry by port director. As a condition of approval of the  
application, the port director may order an inquiry by a Customs officer  
into: 
    (1) The qualifications, character, and experience of an operator  
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and/or grantee and their principal officers; and 
    (2) The security, suitability, and fitness of the facility to  
receive merchandise in a zone status. 
    (d) Decision of the port director. The port director shall promptly  
notify the applicant in writing of his decision to approve or deny the  
application to activate the zone. If the application is denied, the  
notification will state the grounds for denial which need not be limited  
to those listed in Sec. 146.82. The decision of the port director will  
be the final Customs administrative determination in the matter. On  
approval of the application, a Foreign Trade Zone Operator's Bond shall  
be executed on Customs Form 301, containing the bond conditions of  
Sec. 113.73 of this chapter. 
    (e) Activation. Upon the port director's approval of the application  
and acceptance of the executed bond, the zone or zone site will be  
considered activated; and merchandise may be admitted to the zone.  
Execution of the bond by an operator does not lessen the liability of  
the grantee to comply with the Act and implementing regulations. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 93-18, 58 FR  
15773, Mar. 24, 1993; T.D. 95-99, 60 FR 62733, Dec. 7, 1995] 
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Sec. 146.7  Zone changes. 
 
    (a) Alteration of an activated area. An operator shall make written  
application to the port director for approval of an alteration of an  
activated area, including an alteration resulting from a zone boundary  
modification. The application must be accompanied by the supporting  
document requirements specified in Sec. 146.6, as applicable. The port  
director may review the security, suitability, and fitness of the area,  
and shall reply to the applicant as provided for in Sec. 146.6. 
    (b) Deactivation or reactivation. A grantee, or an operator with the  
concurrence of a grantee, shall make written application to the port  
director for deactivation of a zone site, indicating by layout or  
blueprint the exact site to be deactivated. The port director shall not  
approve the application unless all merchandise in the site in zone  
status (other than domestic status) has been removed at the risk and  
expense of the operator. The port director may require an accounting of  
all merchandise in a zone as a condition of approving the deactivation.  
A zone may be reactivated using the above procedure if a sufficient bond  
is on file under Sec. 146.6(d). 
    (c) Suspension of activated site. When approval of an activated  
status has been suspended through the procedure in subpart G, the port  
director may require all goods in that area in zone status (other than  
domestic status) to be transferred to another zone, a bonded warehouse,  
or other location where they may lawfully be stored, if the port  
director considers that transfer advisable to protect the revenue or  
administer any Federal law or regulation. 
    (d) New bond. The port director may require an operator to furnish,  
on 10 days notice, a new Foreign Trade Zone Operator's Bond on Customs  
Form 301. If the operator fails to furnish the new bond, no more  
merchandise will be received in the zone in zone status. Merchandise in  
zone status (other than domestic status) will be removed at the risk and  
expense of the operator. A new bond may be required if (1) the activated  
zone area is substantially altered; (2) the character of merchandise  
admitted to the zone or operations performed in the zone are  
substantially 
 

http://ia.ita.doc.gov/ftzpage/ftznew/19cfr146.html#top


 

 

[[Page 93]] 
 
changed; (3) the existing bond lacks good and sufficient surety; or (4)  
for any other reason that substantially affects the liability of the  
operator under the bond. Although a new bond may not be required, the  
operator shall obtain the consent of the surety to any material  
alteration in the boundaries of the zone. 
    (e) New operator. A grantee of an activated zone site shall make  
written application to the port director for approval of a new operator,  
submitting with the application a certification by the new operator that  
the inventory control and recordkeeping system meets the requirements of  
subpart B, and a copy of the system procedures manual if different from  
the previous operator's manual. The port director may order an inquiry  
into the qualifications, character, and experience of the operator and  
its principal officers. 
    (f) The bond in Sec. 146.6 shall be submitted by the operator before  
the operating agreement may become effective in respect to merchandise  
in zone status. The port director shall promptly notify the grantee, in  
writing, of the approval or disapproval of the application. 
    (g) List of officers, employees, and other persons. The port  
director may make a written demand upon the operator to submit, within  
30 days after the date of the demand, a written list of the names,  
addresses, social security numbers, and dates and places of birth of  
officers and persons having a direct or indirect financial interest in  
the operator, and of persons employed in the carriage, receipt or  
delivery of merchandise in zone status, whether employed by the zone  
operator or a zone user. If a list was previously furnished, the port  
director may make a written demand for the same information in respect  
to new persons employed in the carriage, receipt, or delivery of zone  
status merchandise within 10 days after such employment. The list need  
not include employees of common or contract carriers transporting goods  
to or from the zone. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 95-99, 60 FR  
62733, Dec. 7, 1995] 
 
Return to Top 
 
   
Sec. 146.8  Seals, authority of operator to break and affix. 
 
    The port director may authorize an operator to break a Customs in- 
bond seal affixed under Sec. 18.4 of this chapter, or under any Customs  
order or directive, on any vehicle or intermodal container containing  
merchandise approved for admission to the zone upon its arrival at the  
zone; or to affix a Customs in-bond seal to any vehicle or intermodal  
container of merchandise for which an entry, withdrawal, or other  
approval document has been obtained for movement in-bond from the zone.  
The authorized affixing or breaking of that seal will be considered to  
have been done under Customs supervision. The operator shall report to  
the port director, upon arrival of the vehicle or container at the zone,  
any seal found to be broken, missing, or improperly affixed, and hold  
the vehicle or container and its contents intact pending instructions  
from the port director. If the operator does not obtain the written  
concurrence of the carrier as to the condition of the seal or delivering  
conveyance, the port director shall deem the seal or delivering  
conveyance to be intact. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986; 51 FR 11012, Apr. 1, 1986] 
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Sec. 146.9  Permission of operator. 
 
    An application for permission to admit merchandise into a zone, or  
to manipulate, manufacture, exhibit, or destroy merchandise in a zone  
must include the written concurrence of the operator, except where the  
regulations of this part provide for the making of application by the  
operator itself or where the operator files a separate specific or  
blanket application. The written concurrence of the operator in the  
removal of merchandise from a zone is not required because the  
merchandise is released by the port director to the operator for  
delivery from the zone, as provided in Sec. 146.71 (a). 
 
Return to Top 
 
  
Sec. 146.10  Authority to examine merchandise. 
 
    The port director may cause any merchandise to be examined before or  
at the time of admission to a zone, or 
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at any time thereafter, if the examination is considered necessary to  
facilitate the proper administration of any law, regulation, or  
instruction which Customs is authorized to enforce. 
 
Return to Top 
 
   
Sec. 146.11  Transportation of merchandise to a zone. 
 
    (a) From outside Customs territory. Merchandise may be admitted  
directly to a zone from any place outside Customs territory. 
    (b) Through Customs territory, foreign merchandise. Foreign  
merchandise destined to a zone and transported in-bond through Customs  
territory will be subject to the laws and regulations applicable to  
other merchandise transported in-bond between two places in Customs  
territory. 
    (c) From Customs territory, domestic merchandise. Domestic  
merchandise may be admitted to a zone from Customs territory by any  
means of transportation which will not interfere with the orderly  
conduct of business in the zone. 
    (d) From a bonded warehouse. Merchandise may be withdrawn from a  
bonded warehouse under the procedures in Sec. 144.37(g) of this chapter  
and transferred to a zone for admission in zone-restricted status. 
 
Return to Top 
 
   
Sec. 146.12  Use of zone by carrier. 
 
    (a) Primary use; lading and unlading. The water area docking  
facilities, and any lading and unlading stations of a zone are intended  
primarily for the unlading of merchandise into the zone or the lading of  
merchandise for removal from the zone. Their use for other purposes may  
be terminated by Customs if found to endanger the revenue, or by the  
Board if found to impede the primary use of the zone. 
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    (b) Carrier in zone not exempt from law or regulations. Nothing in  
the Act or the regulations in this part shall be construed as excepting  
any carrier entering, remaining in, or leaving a zone from the  
application of any other law or regulation. 
 
Return to Top 
 
   
Sec. 146.13  Customs forms and procedures. 
 
    Where a Customs form or other document is required in this part, the  
number of copies of the form or document required to be presented and  
their manner of distribution and processing shall be determined by the  
port director, except as otherwise specified in this part. 
 
Return to Top 
 
   
Sec. 146.14  Retail trade within a zone. 
 
    Retail trade is prohibited within a zone except as provided in 19  
U.S.C. 81o(d). See also the regulations of the Board as contained in 15  
CFR part 400. 
 
Return to Top 
 
 
          Subpart B--Inventory Control and Recordkeeping System 
 
   
Sec. 146.21  General requirements. 
 
    (a) Systems capability. The operator shall maintain either manual or  
automated inventory control and recordkeeping systems or combination  
manual and automated systems capable of: 
    (1) Accounting for all merchandise, including domestic status  
merchandise, temporarily deposited, admitted, granted a zone status and/ 
or status change, stored, exhibited, manipulated, manufactured,  
destroyed, transferred, and/or removed from a zone; 
    (2) Producing accurate and timely reports and documents as required  
by this part; 
    (3) Identifying shortages and overages of merchandise in a zone in  
sufficient detail to determine the quantity, description, tariff  
classification, zone status, and value of the missing or excess  
merchandise; 
    (4) Providing all the information necessary to make entry for  
merchandise being transferred to the Customs territory; 
    (5) Providing an audit trail to Customs forms from admission through  
manipulation, manufacture, destruction or transfer of merchandise from a  
zone either by zone lot or Customs authorized inventory method. 
    (b) Procedures manual. (1) The operator shall provide the port  
director with an English language copy of its written inventory control  
and recordkeeping systems procedures manual in accordance with the  
requirements of this part. 
    (2) The operator shall keep current its procedures manual and shall  
submit to the port director any change at the time of its  
implementation. 
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    (3) The operator may authorize a zone user to maintain its  
individual inventory control and recordkeeping system and procedures  
manual. The operator shall furnish a copy of the zone user's procedures  
manual, including any subsequent changes, to the port director. However,  
the operator will remain responsible to Customs and liable under its  
bond for supervision, defects in, or failures of a system. 
    (4) The operator's procedures manual and subsequent changes will be  
furnished to the port director for information purposes only. Customs  
receipt of a manual does not indicate approval or rejection of a system. 
    (c) Liability of operator. Upon zone activation approval the  
operator remains liable for complying with all inventory control and  
recordkeeping system requirements set forth in this part. 
 
Return to Top 
 
  
Sec. 146.22  Admission of merchandise to a zone. 
 
    (a) Identification. All merchandise will be recorded in a receiving  
report or document using a zone lot number or unique identifier. All  
merchandise, except domestic status merchandise for which no permit for  
admission is required under Sec. 146.43, will be traceable to a Customs  
Form 214 and accompanying documentation. 
    (b) Reconciliation. Quantities received will be reconciled to a  
receiving report or document such as an invoice with any discrepancy  
reported to the port director as provided in Sec. 146.37. 
    (c) Incomplete documentation. Merchandise received without complete  
Customs documentation or which is unacceptable to the inventory control  
and recordkeeping system will be recorded in a suspense account or  
record until documentation is complete or the system is capable of  
accepting the information, at which time it will be formally admitted to  
the zone under Sec. 146.32 or 146.40. The receiving report or document  
will provide sufficient information to identify the merchandise and  
distinguish it from other merchandise. The suspense account or record  
will be completely documented for Customs review to explain the  
differences noted and corrections made. 
    (d) Recordation. Merchandise received will be accurately recorded in  
the inventory system records from the receiving report or document using  
the zone lot number or unique identifier for traceability. The inventory  
record will state the quantity and date admitted, cost or value where  
applicable, zone status, and description of the merchandise, including  
any part or stock number. 
    (e) Harbor maintenance fee. When imported cargo is unloaded from a  
commercial vessel at a U.S. port and admitted into a foreign trade zone,  
the applicant for admission of that cargo into the zone may be subject  
to the harbor maintenance fee as set forth in Sec. 24.24 of this  
chapter. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 87-44, 52 FR  
10211, Mar. 30, 1987; 52 FR 10970, Apr. 6, 1987] 
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Sec. 146.23  Accountability for merchandise in a zone. 
 
    (a) Identification of merchandise--(1) General. A zone lot number or  
unique identifier will be used to identify and trace merchandise. 
    (2) Fungible merchandise. Fungible merchandise may be identified by  
an inventory method authorized by Customs, which is consistently  
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applied, such as First-In-First-Out (FIFO) and using a unique  
identifier. 
    (b) Inventory records. The inventory records will specify by zone  
lot number or unique identifier: 
    (1) Location of merchandise; 
    (2) Zone status; 
    (3) Cost or value, unless operator's or user's financial records  
maintain cost or value and the records are made available for Customs  
review; 
    (4) Beginning balance, cumulative receipts and removals,  
adjustments, and current balance on hand by date and quantity; 
    (5) Destruction of merchandise; and 
    (6) Scrap, waste, and by-products. 
    (c) Physical inventory. The operator shall take at least an annual  
physical inventory of all merchandise in the zone (unless continuous  
cycle counts are taken as part of an ongoing inventory control program)  
with prior notification of the date(s) given to Customs for any  
supervision of the inventory deemed necessary. The operator shall notify  
the port director of any discrepancies in accordance with Sec. 146.53. 
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Sec. 146.24  Transfer of merchandise from a zone. 
 
    (a) Accountability. (1) All zone status merchandise transferred from  
a zone will be accurately recorded within the inventory control and  
recordkeeping system. 
    (2) The inventory control and recordkeeping system for merchandise  
transfers must have the capability to trace all transfers back to a zone  
admission under a Customs authorized inventory method. 
    (b) Information. The inventory control and recordkeeping system must  
be capable of providing all information necessary to make entry for  
transfer of merchandise from the zone. 
 
Return to Top 
 
 
Sec. 146.25  Annual reconciliation. 
 
    (a) Report. The operator shall prepare a reconciliation report  
within 90 days after the end of the zone/subzone year unless the port  
director authorizes an extension for reasonable cause. The operator  
shall retain that annual reconciliation report for a spot check or audit  
by Customs, and need not furnish it to Customs unless requested. There  
is no form specified for the preparation of the report. 
    (b) Information required. The report must contain a description of  
merchandise for each zone lot or unique identifer, zone status, quantity  
on hand at the beginning of the year, cumulative receipts and transfers  
(by unit), quantity on hand at the end of the year, and cumulative  
positive and negative adjustments (by unit) made during the year. 
    (c) Certification. The operator shall submit to the port director  
within 10 working days after the annual reconciliation report, a letter  
signed by the operator certifying that the annual reconciliation has  
been prepared, is available for Customs review, and is accurate. The  
certification letter must contain the name and street address of the  
operator, where the required records are available for Customs review;  
and the name, title, and telephone number of the person having custody  
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of the records. Reporting of shortages and overages based on the annual  
reconciliation will be made in accordance with Sec. 146.53. These  
reports must accompany the certification letter. 
 
Return to Top 
 
   
Sec. 146.26  System review. 
 
    The operator shall perform an annual internal review of the  
inventory control and recordkeeping system and shall report to the port  
director any deficiency discovered and corrective action taken, to  
ensure that the system meets the requirements of this part. 
 
Return to Top 
 
 
              Subpart C--Admission of Merchandise to a Zone 
 
   
Sec. 146.31  Admissibility of merchandise into a zone. 
 
    Merchandise of every description may be admitted into a zone unless  
prohibited by law. A distinction is made between prohibited and  
conditionally admissible merchandise. 
    (a) Prohibited merchandise. Port directors shall not admit  
prohibited merchandise. If there is a question as to whether the  
merchandise may be prohibited, port directors may permit the temporary  
deposit of the merchandise in a zone pending a final determination of  
its status. Any prohibited merchandise which is found within a zone will  
be disposed of in the manner provided for in the laws and regulations  
applicable to that merchandise. 
    (b) Conditionally admissible merchandise. The admission of this  
merchandise into a zone is subject to the regulations of the Federal  
agency concerned. 
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Sec. 146.32  Application and permit for admission of merchandise. 
 
    (a) Application on Customs Form 214 and permit. Merchandise may be  
admitted into a zone only upon application on a uniquely and  
sequentially numbered Customs Form 214 (``Application for Foreign Trade  
Zone Admission and/or Status Designation'') and the issuance of a permit  
by the port director. Exceptions to the Customs Form 214 requirement are  
for merchandise temporarily deposited (Sec. 146.33), transiting  
merchandise (Sec. 146.34), or domestic merchandise admitted without  
permit (Sec. 146.43). The applicant for admission shall present the  
application to the port director and shall include a statistical copy on  
Customs Form 214-A for 
 
[[Page 97]] 
 
transmittal to the Bureau of Census, unless the applicant has made  
arrangements for the direct transmittal of statistical information to  
that agency. 
    (b) Supporting documents--(1) Commercial documentation. The  
applicant shall submit with the application two copies of an examination  
invoice meeting the requirements of subpart F, part 141, of this  
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chapter, for any merchandise, other than that excepted in paragraph (a)  
of this section, to be admitted to a zone. The notation of tariff  
classification and value required by Sec. 141.90 of this chapter need  
not be made, unless the merchandise is to be admitted in privileged  
status. 
    (2) Evidence of right to make entry. The applicant for admission  
shall submit with the application a document similar to that which would  
be required as evidence of the right to make entry for merchandise in  
Customs territory under Sec. 141.11 or Sec. 141.12 of this chapter. 
    (3) Release order. Merchandise will not be authorized for delivery  
by Customs to a zone until a release order has been executed by the  
carrier which brought the merchandise to the port, unless the  
merchandise is released back to that same carrier for delivery to the  
zone (see Sec. 141.11 of this chapter). When a release order is  
required, it will be made on any of the forms specified in Sec. 141.111  
of this chapter, or by the following statement attached to Customs Form  
214: 
 
    Authority is hereby given to release the merchandise described in  
this 
application to__________________________________________________________ 
�_______________________________________________________________________ 
 
Name of Carrier_________________________________________________________ 
�_______________________________________________________________________ 
 
Signature and title of carrier 
representative__________________________________________________________ 
�_______________________________________________________________________ 
 
    A blanket or qualified release order may be authorized for the  
transfer of merchandise to a zone as provided for in Sec. 141.111 of  
this chapter. 
 
    (4) Application to unlade. For merchandise unladen in the zone  
directly from the importing carrier, the application on Customs Form 214  
will be supported by an application to unlade on Customs Form 3171. 
    (5) Other documentation. The port director may require additional  
information or documentation as needed to conduct an examination of  
merchandise under Customs selective entry processing criteria, or to  
determine whether the merchandise is admissible to the zone. 
    (c) Conditions for issuance of a permit. The port director will  
issue a permit for admission of merchandise to a zone when: 
    (1) The application is properly executed and includes the zone  
status desired for the merchandise, as provided in subpart D of this  
part; 
    (2) The operator's approval appears either on the application or in  
a separate specific or blanket approval; 
    (3) The merchandise is retained for examination at the place of  
unlading, the zone, or other location designated by the port director,  
except for merchandise for direct delivery to a zone under Secs. 146.39  
and 146.40. The merchandise may be examined as if it were to be entered  
for consumption or warehouse; and 
    (4) All requirements have been fulfilled. 
    (d) Blanket application for admission of merchandise.  Merchandise  
may be admitted to a zone under blanket application upon presentation of  
a Customs Form 214 covering more than one shipment of merchandise. A  
blanket application for admission is for: 
    (1) Shipments which arrive under one transportation entry as  
described in Sec. 141.55 of this chapter, or 



 

 

    (2) Shipments which are destined to the same zone applicant on a  
single business day, in which case the applicant shall: 
    (i) Present the examination invoices required by paragraph (b) of  
this section to the port director before the merchadise is admitted into  
the zone, 
    (ii) Have been approved for the direct transmittal of statistical  
trade information to the Bureau of Census under an agreement with that  
agency; and 
    (iii) Have examination invoices containing a unique identifier to  
trace the shipment to the manifest of the carrier that brought the  
merchandise to the port having jurisdiction over the zone, as well as to  
the inventory control and recordkeeping system of the operator as  
described in subpart B. 
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Sec. 146.33  Temporary deposit for manipulation. 
 
    Imported merchandise for which an entry has been made and which has  
remained in continuous Customs custody may be brought temporarily to a  
zone for manipulation and return to Customs territory under Customs  
supervision, pursuant to section 562, Tariff Act of 1930, as amended (19  
U.S.C. 1562), and Sec. 19.11 of this chapter. That merchandise will not  
be considered within the purview of the Act but will be treated as  
though remaining in Customs territory. No zone form or procedure will be  
considered applicable, but the merchandise will remain subject to any  
requirements necessary for the enforcement of section 562 and other  
Customs laws while in the zone. 
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Sec. 146.34  Merchandise transiting a zone. 
 
    The following procedure is applicable when merchandise is to be  
unladen from any carrier in the zone for immediate transfer to Customs  
territory, or if it is to be transferred from Customs territory through  
the zone for immediate lading on any carrier in the zone: 
    (a) Application. Application for permission to lade or unlade will  
be filed with the port director on Customs Form 3171 prior to transfer  
of the merchandise into the zone. 
    (b) Permit. The port director shall permit the transfer unless he  
has reason to believe that the merchandise will not be moved promptly  
from the zone or will be made the subject of an application for  
admission in accordance with Sec. 146.32(a). 
    (c) Treatment of merchandise. Upon the issuance of a permit to lade,  
or unlade, the merchandise will be treated as though the lading or  
unlading were in the Customs territory. 
    (d) Delay in zone transit. Merchandise delayed while transiting a  
zone must be made the subject of an application for admission in  
accordance with Sec. 146.32, or it must be removed from the zone. 
 
Return to Top 
 
  
Sec. 146.35  Temporary deposit in a zone; incomplete documentation. 
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    (a) General. Temporary deposit of merchandise in a zone is allowed  
in circumstances where the information or documentation necessary to  
complete the Customs Form 214 is not available at the time of arrival of  
merchandise within the jurisdiction of the port. The merchandise will be  
subject to examination as provided in Sec. 146.36. 
    (b) Application. An application for temporary deposit will be made  
to the port director on a properly signed and uniquely numbered Customs  
Form 214, annotated clearly ``Temporary Deposit in a Zone''. 
    (c) Conditions. Merchandise temporarily deposited under the  
provisions of this section has no zone status and is considered to be in  
the Customs territory. It will: 
    (1) Be physically segregated from all other zone merchandise; 
    (2) Be held under the bond and at the risk of the operator; and 
    (3) Be manipulated only to the extent necessary to obtain sufficient  
information about the merchandise to file the appropriate admission or  
entry documentation. 
    (d) Approval. The port director shall approve the application for  
temporary deposit of merchandise in a zone if the provisions of  
paragraphs (b) and (c) of this section are met. 
    (e) Submission of Customs Form 214. A complete and accurate Customs  
Form 214 will be submitted, as provided in Sec. 146.32, within 5 working  
days plus any extension granted by the port director, or the merchandise  
shall be placed in general order. 
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Sec. 146.36  Examination of merchandise. 
 
    Except for direct delivery procedures provided for in Sec. 146.39,  
all merchandise covered by a Customs Form 214 may be retained for  
Customs examination at the place of unlading, the zone, or another  
location, as designated by the port director. The port director may  
authorize release of the merchandise without examination, as provided in  
Sec. 151.2 of this chapter. If a physical examination is conducted, the  
Customs officer shall note the results of the examination on the  
examination invoices. 
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Sec. 146.37  Operator admission responsibilities. 
 
    (a) Maintenance of admission documentation. The operator shall  
maintain either: 
    (1) Lot file. The operator shall open and maintain a lot file  
containing a copy of the Customs Form 214, the examination invoice, and  
all other documentation necessary to account for the merchandise covered  
by each Customs Form 214. The lot file will be maintained in sequential  
order by using the unique number assigned to each Customs Form 214 as  
the file reference number; or 
    (2) Authorized inventory method. Where a Customs authorized  
inventory method other than a lot system (specific identification of  
merchandise) is used, e.g., First-In-First-Out (FIFO), no lot file is  
required but the operator shall maintain a file of all Customs Form's  
214 in sequential order. 
    (b) Examination invoice. The operator shall give a copy of the  
examination invoice to the person making entry to transfer the  
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merchandise from the zone upon request of that person or the port  
director. 
    (c) Liability for merchandise. The operator will be held liable  
under its bond for the receipt of merchandise admitted in the quantity  
and condition as described on the Customs Form 214, except as modified  
by a discrepancy report: 
    (1) Signed jointly by the operator and carrier on the Customs Form  
214 or other approved form within 15 days after admission of the  
merchandise, and reported to the port director within 2 working days  
thereafter; or 
    (2) Submitted on Customs Form 5931 under the provisions of subpart  
A, part 158, of this chapter within 20 days after admission of the  
merchandise. The operator may file a Customs Form 5931 on behalf of the  
person who applied for admission of merchandise to the zone. 
    (d) Supervision of merchandise. The port director may authorize the  
receipt of zone status merchandise at a zone without physical  
supervision by a Customs officer (see Sec. 146.3). In that case, the  
operator shall supervise the receipt of merchandise into the zone,  
report the receipt and condition of the merchandise, and mark packages  
with the unique Customs Form 214 number so that the merchandise can be  
traced to a particular Customs Form 214. Packages that are accounted for  
under a Customs-authorized inventory method other than specific  
identification, need not be marked with a unique Customs Form 214 number  
but must be adequately identified so Customs can conduct an inventory  
count. The operator shall submit the Custom Form 214 to Customs at the  
location specified by the port director. 
 
Return to Top 
 
   
Sec. 146.38  Certificate of arrival of merchandise. 
 
    Whenever a certificate prepared by Customs as to the arrival of any  
merchandise in a zone is required by a Federal agency, the port director  
shall issue the document certifying only that authorization to deliver  
the merchandise to a zone has been made. The operator shall issue a  
certificate of arrival of merchandise at a zone. 
 
Return to Top 
 
   
Sec. 146.39  Direct delivery procedures. 
 
    (a) General. This procedure is for delivery of merchandise to a zone  
without prior application and approval on Customs Form 214. 
    (b) Application. An operator, meeting the criteria of paragraph (c)  
of this section, shall file a written application with the port director  
at least 30 days before the special procedure is to become effective.  
The application will describe the merchandise to be handled or  
processed, and the kind of operation which it will undergo in the zone. 
    (c) Criteria. The port director shall approve the application if the  
following criteria are met: 
    (1) The merchandise is not restricted or of a type which requires  
Customs examination or documentation review before or upon its arrival  
at the zone; 
    (2) The merchandise to be admitted to the zone, and the operations  
to be conducted therein, are known well in advance, are predictable and  
stable over the long term, and are relatively fixed in variety by the  
nature of the business conducted at the site; and 
    (3) The operator is the owner or purchaser of the goods. 
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    (d) Application decision. The port director shall promptly notify  
the operator, in writing, of Customs decision on 
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the application. If the application is denied, the port director shall  
specify the reason for denial in his reply. The port director's decision  
will constitute the final Customs administrative determination  
concerning the application. 
    (e) Revocation of approval. The port director may revoke the  
approval given under this section if it becomes necessary for Customs  
routinely to examine the merchandise or documentation before or upon  
admission to the zone. 
 
Return to Top 
 
   
Sec. 146.40  Operator responsibilities for direct delivery. 
 
    (a) Arrival of conveyance. Upon arrival at a subzone or zone site of  
a conveyance containing foreign merchandise, the operator shall: 
    (1) Collect in-bond or cartage documentation from the carrier; 
    (2) Check the condition of any seal affixed to the conveyance, and  
if broken, missing or improperly affixed, notify the port director and  
receive instructions before unloading the merchandise; 
    (3) Check each incoming in-bond and cartage shipment to determine if  
the manifested quantity or the quantity on the cartage document agrees  
with the quantity actually received; 
    (4) Sign and date the in-bond or cartage documentation to accept  
responsibility for the merchandise under the Foreign Trade Zone  
Operator's Bond and to relieve the carrier of responsibility. 
    (5) Forward the in-bond or cartage documentation so as to reach the  
port director within 2 working days after the date of arrival of the  
conveyance at the subzone or zone site; 
    (6) Maintain a file of open in-bond manifests in chronological order  
of date of conveyance arrival to identify shipments that have arrived  
but the entire contents of which have not been admitted to the subzone  
or zone site; and 
    (7) Notify the port director, by annotation on the Customs Form 214,  
when the entire contents of a shipment have been admitted. 
    (b) Transportation by operator. If merchandise is transported to a  
subzone or zone site by the foreign trade zone operator from a location  
in the district (see definition of ``district'' at Sec. 112.1) in which  
the subzone or zone site is situated, the merchandise is deemed admitted  
at the time the foreign trade zone operator picks it up. At the time of  
pick-up, the operator is responsible for: 
    (1) Receipting for the merchandise and recording on the appropriate  
document any discrepancies regarding quantity, condition or the status  
of the seals; 
    (2) Transporting the merchandise to the zone or subzone; and 
    (3) Ensuring that the zone records reflect that the merchandise is  
received in the zone. 
    (c) Admission of merchandise: alternative procedures--(1) Cumulative  
Customs Form 214. If the operator has an agreement with the Bureau of  
Census for direct transmittal of statistical information, he shall  
submit to the port director each business day a properly signed and  
uniquely numbered Customs Form 214 listing all merchandise except for  
domestic status merchandise admitted under Sec. 146.43 recorded into the  
inventory control and recordkeeping system during the previous business  
day. The Customs Form 214 must contain a list of all in-bond (I.T.)  
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numbers or the unique number of any cartage document, as well as the  
number of invoices for each I.T. or cartage document, pertaining to  
merchandise which has been entered into the system. 
    (2) Individual Customs Form 214. If a cumulative Customs Form 214 is  
not submitted as provided in paragraph (b)(1) of this section, the  
operator shall file with the port director each business day an  
individual Customs Form 214 and 214-A covering each shipment recorded  
into the inventory control and recordkeeping system during the previous  
business day. The forms shall be submitted within 10 days after the end  
of the month in which the merchandise was received in the zone, and no  
extension beyond that time will be approved by the port director. 
    (3) General order. Merchandise which is not admitted into a subzone  
or zone site as provided in this section within 5 working days after its  
arrival there may be sent to general order unless: 
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    (i) The port director grants the operator's request for an extension  
of the 5 working day period; or 
    (ii) The importer of record files an appropriate Customs entry for  
the mechandise and removes it from the zone premises. 
    (4) Inventory control and recordkeeping system. The operator shall  
establish and maintain a continuing input quality control program to  
ensure that information concerning merchandise in admission documents,  
verified or corrected by counts and checks, is accurately recorded in  
the inventory control and recordkeeping system. Quantities recorded in  
the system, after allowance by the port director for any discrepancies,  
will be the quantities of merchandise for which the operator shall be  
held liable under its bond for admission to the subzone or zone site. A  
discrepancy involving a within-case shortage (or overage) need not be  
reported on Customs Form 5931, if the operator is able to report that  
information in another manner so that the port director can determine  
whether there is liability for the discrepancy under the bond of any  
party to the importation. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 94-81, 59 FR  
51497, Oct. 12, 1994; T.D. 95-77, 60 FR 50020, Sept. 27, 1995] 
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               Subpart D--Status of Merchandise in a Zone 
 
   
Sec. 146.41  Privileged foreign status. 
 
    (a) General. Foreign merchandise which has not been manipulated or  
manufactured so as to effect a change in tariff classification will be  
given status as privileged foreign merchandise on proper application to  
the port director. 
    (b) Application. Each application for this status will be made on  
Customs Form 214 at the time of filing the application for admission of  
the merchandise into a zone or at any time thereafter before the  
merchandise has been manipulated or manufactured in the zone in a manner  
which has effected a change in tariff classification. 
    (c) Supporting documentation. Each applicant for this status shall  
submit to the port director, with the application, an invoice notated as  
provided for in Sec. 141.90 of this chapter. 
    (d) Determination of duties and taxes. Upon receipt of the  
application and accompanying invoice, the port director may examine the  
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merchandise to determine whether to approve the application. The  
merchandise will be subject to classification and valuation as provided  
in Sec. 146.65. 
    (e) Status as privileged foreign merchandise binding. A status as  
privileged foreign merchandise cannot be abandoned and remains  
applicable to the merchandise even if changed in form by manipulation or  
manufacture, except in the case of recoverable waste (see  
Sec. 146.42(b)), as long as the merchandise remains within the purview  
of the Act. However, privileged foreign merchandise may be exported or  
withdrawn for supplies, equipment, or repair material of vessels or  
aircraft without the payment of taxes and duties, in accordance with  
Secs. 146.67 and 146.69. 
 
Return to Top 
 
  
Sec. 146.42  Nonprivileged foreign status. 
 
    All of the following will have the status of nonprivileged foreign  
merchandise: 
    (a) Foreign merchandise. Foreign merchandise properly in a zone  
which does not have the status of privileged foreign merchandise or of  
zone-restricted merchandise; 
    (b) Waste. Waste recovered from any manipulation or manufacture of  
privileged foreign merchandise in a zone; and 
    (c) Certain domestic merchandise. Domestic merchandise in a zone,  
which by reason of noncompliance with the regulations in this part has  
lost its identity as domestic merchandise, will be treated as foreign  
merchandise. Any domestic merchandise will be considered to have lost  
its identity if the port director determines that it cannot be  
identified positively by a Customs officer as domestic merchandise on  
the basis of an examination of the articles or consideration of any  
proof that may be submitted promptly by a party-in-interest. 
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Sec. 146.43  Domestic status. 
 
    (a) General. Domestic status may be granted to merchandise: 
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    (1) The growth, product, or manufacture of the U.S. on which all  
internal-revenue taxes, if applicable, have been paid; 
    (2) Previously imported and on which duty and tax has been paid; or 
    (3) Previously entered free of duty and tax. 
    (b) Application. No application or permit is required for the  
admission of domestic status merchandise, including domestic packing and  
repair material, to a zone, except upon order of the Commissioner of  
Customs. No application or permit is required for the manipulation,  
manufacture, exhibition, destruction, or transfer to Customs territory  
of domestic status merchandise, including packing and repair materials,  
except: (1) When it is mixed or combined with merchandise in another  
zone status, or (2) upon order of the Commissioner of Customs. When the  
Commissioner orders a permit to be required for domestic status  
merchandise, he may also order the procedures, forms, and terms under  
which the permit will be received and processed. 
    (c) Return of merchandise of Customs territory. Upon compliance with  
the provisions of this section, any of the merchandise specified in  
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paragraph (a) of this section, may subsequently be returned to Customs  
territory free of quotas, duty, or tax. 
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Sec. 146.44  Zone-restricted status. 
 
    (a) General. Merchandise taken into a zone for the sole purpose of  
exportation, destruction (except destruction of distilled spirits,  
wines, and fermented malt liquors), or storage will be given zone- 
restricted status on proper application. That status may be requested at  
any time the merchandise is located in a zone, but cannot be abandoned  
once granted. Merchandise in zone-restricted status may not be removed  
to Customs territory for domestic consumption except where the Board  
determines the return to be in the public interest. 
    (b) Application. Application for zone-restricted status will be made  
on Customs Form 214. 
    (c) Merchandise considered exported--(1) For Customs purposes. If  
the applicant desires a zone-restricted status in order that the  
merchandise may be considered exported for the purpose of any Customs  
law, all pertinent Customs requirements relating to an actual  
exportation shall be complied with as though the admission of the  
merchandise into zone constituted a lading on an exporting carrier at a  
port of final exit from the U.S. Any declaration or form required for  
actual exportation will be modified to show the merchandise has been  
deposited in a zone in lieu of actual exportation, and a copy of the  
approved Customs Form 214 may be accepted in lieu of any proof of  
shipment required in cases of actual exportation. 
    (2) For other purposes. If the merchandise is to be considered  
exported for the purpose of any Federal law other than the Customs laws,  
the port director shall be satisfied that all pertinent laws,  
regulations, and rules administered by the Federal agency concerned have  
been complied with before the Customs Form 214 is approved. 
    (d) Merchandise entered for warehousing transferred to a zone.  
Merchandise entered for warehousing and transferred to a zone, other  
than temporarily for manipulation and return to Customs territory as  
provided for in Sec. 146.33, will have the status of zone-restricted  
merchandise when admitted into the zone. The application on Customs Form  
214 will state that zone-restricted status is desired for the  
merchandise. 
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              Subpart E--Handling of Merchandise in a Zone 
 
   
Sec. 146.51  Customs control of merchandise. 
 
    No merchandise, other than domestic status merchandise provided for  
in Sec. 146.43, will be manipulated, manufactured, exhibited, destroyed,  
or transferred from a zone in any manner or for any purpose, except  
under Customs permit as provided for in this part. The port director may  
require segregation of any zone status merchandise whenever necessary to  
protect the revenue or properly administer U.S. laws or regulations. 
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Sec. 146.52  Manipulation, manufacture, exhibition or destruction;  
          Customs Form 216. 
 
    (a) Application. Prior to any action, the operator shall file with  
the port director an application (or blanket application) on Customs  
Form 216 for permission to manipulate, manufacture, exhibit, or destroy  
merchandise in a zone. After Customs approves the application (or  
blanket application), the operator will retain in his recordkeeping  
system the approved application. 
    (b) Approval. (1) The port director shall approve the application  
unless (i) the proposed operation would be in violation of law or  
regulation; (ii) the place designated for its performance is not  
suitable for preventing confusion of the identity or status of the  
merchandise, or for safeguarding the revenue; (iii) the port director is  
not satisfied that the destruction will be effective; or (iv) the  
Executive Secretary of the Board has not granted approval of a new  
manufacturing operation. 
    (2) The port director is authorized to approve a blanket application  
for a period of up to one year for a continuous or repetitive operation.  
The port director may disapprove or revoke approval of any application,  
or may require the operator to file an individual application. 
    (c) Appeal of adverse ruling. If an approved application is  
subsequently rescinded by the port director for any reason, the  
applicant or grantee may appeal the adverse ruling pursuant to the  
hearing provisions of Sec. 146.82(b)(2). The rescission shall remain in  
effect pending the decision on the appeal. 
    (d) Report results--(1) Separate application. The operator shall  
report on Customs Form 216 the results of an approved manipulation,  
manufacture, exhibition, or certification of destruction (other than by  
a blanket application), unless the port director chooses physically to  
supervise the operation. 
    (2) Blanket application. The operator shall maintain a record of an  
approved manipulation, manufacture, exhibition, or certification of  
destruction, in its inventory control and recordkeeping system so as to  
provide an accounting and audit trail of the merchandise through the  
approved operation. 
    (e) Destruction. The port director may permit destruction to be done  
outside the zone, in whole or in part and at the risk and expense of the  
applicant, and under such conditions as are necessary to protect the  
revenue, if proper destruction cannot be accomplished within the zone.  
Any residue from the destruction within a zone, which is determined to  
be without commercial value, may be removed to Customs territory for  
disposal. 
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Sec. 146.53  Shortages and overages. 
 
    (a) Report required. The operator shall report, in writing, to the  
port director upon identification, as such, of any: 
    (1) Theft or suspected theft of merchandise; 
    (2) Merchandise not properly admitted to the zone; or 
    (3) Shortage of one percent (1%) or more of the quantity of  
merchandise in a lot or covered by a unique identifier, if the missing  
merchandise would have been subject to duties and taxes of $100 or more  
upon entry into the Customs territory. The operator shall record upon  
identification all shortages and overages, whether or not they are  
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required to be reported to the port director at that time, in its  
inventory control and recordkeeping system. The operator shall record  
all shortages and overages as required in the annual reconciliation  
report under Sec. 146.25. 
    (b) Certain domestic merchandise. Except in a case of theft or  
suspected theft, the operator need not file a report with the port  
director, or note in the annual reconciliation report, any shortage or  
overage concerning domestic status merchandise for which no permit is  
required. 
    (c) Shortage--(1) Operator responsibility. The operator is  
responsible under its Foreign Trade Zone Operator's Bond for any loss of  
merchandise or for any merchandise which cannot be located or otherwise  
accounted for (except domestic status merchandise for which no permit is  
required), unless the port director is satisfied that the merchandise  
was: 
    (i) Never received in the zone; 
    (ii) Removed from the zone under proper permit; 
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    (iii) Not removed from the zone; or 
    (iv) Lost or destroyed in the zone through fire or other casualty,  
evaporation, spillage, leakage, absorption, or similar cause, and did  
not enter the commerce of the U.S. 
    (2) Liability for duty and taxes. Upon demand of the port director,  
the operator shall make entry for and pay duties and taxes applicable to  
merchandise which is missing or otherwise not accounted for. 
    (d) Overage. The person with the right to make entry shall file,  
within 5 days after identification of an overage, an application for  
admission of the merchandise to the zone on Customs Form 214 or file a  
Customs entry for the merchandise. If a Customs Form 214 or a Customs  
entry is not timely filed, and the port director has not granted an  
extension of the time provided, the merchandise shall be sent to general  
order. 
    (e) Damage. The liability of the operator under its Foreign Trade  
Zone Operator's Bond may be adjusted for the loss of value resulting  
from damage to merchandise occurring in the zone. The operator shall  
segregate, mark, and otherwise secure damaged merchandise to preserve  
its identity as damaged merchandise. 
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             Subpart F--Transfer of Merchandise From a Zone 
 
   
Sec. 146.61  Constructive transfer to Customs territory. 
 
    The port director shall accept receipt of any entry in proper form  
provided under this subpart, and the merchandise described therein will  
be considered to have been constructively transferred to Customs  
territory at that time, even though the merchandise remains physically  
in the zone. If the entry is thereafter rejected or cancelled, the  
merchandise will be considered at that time to be constructively  
transferred back into the zone in its previous zone status. 
 
Return to Top 
 
   
Sec. 146.62  Entry. 
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    (a) General. Entry for foreign merchandise which is to be  
transferred from a zone, or removed from a zone for exportation or  
transportation to another port, for consumption or warehouse, will be  
made on Customs Form 7512, Customs Form 3461, Customs Form 7501, or  
other applicable Customs forms. If entry is made on Customs Form 3461,  
the person making entry shall file an entry summary for all the  
merchandise covered by the Customs Form 3461 within 10 working days  
after the time of entry. 
    (b) Documentation. (1) Customs Form 7501 or the entry summary will  
be accompanied by the entry documentation, including invoices as  
provided in parts 141 and 142 of this chapter. The person with the right  
to make entry shall submit any other supporting documents required by  
law or regulations that relate to the transferred merchandise and  
provide the information necessary to support the admissibility, the  
declared values, quantity, and classification of the merchandise. If the  
declared values are predicated on estimates or estimated costs, that  
information must be clearly stated in writing at the time an entry or  
entry summary is filed. 
    (2) Customs Form 7512 for merchandise to be transferred to another  
port or zone or for exportation shall state that the merchandise covered  
is foreign trade zone merchandise; give the number of the zone from  
which the merchandise was transferred; state the status of the  
merchandise; and, if applicable, bear the notation or endorsement  
provided for in Sec. 146.64(c), Sec. 146.66(b), or Sec. 146.70(c). 
    (c) Waiver of supporting documents. The port director may waive  
presentation of an invoice and supporting documentation required in  
paragraph (b) of this section with the entry or entry summary, if  
satisfied that presentation of those documents would be impractical, and  
the person making entry or the operator either files invoices and  
supporting documentation with the port director or maintains and makes  
those records available for examination by Customs. 
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Sec. 146.63  Entry for consumption. 
 
    (a) Foreign merchandise. Merchandise in foreign status or composed  
in part of merchandise in foreign status may be entered for consumption  
from a zone. 
    (b) Zone-restricted merchandise. Merchandise in a zone-restricted  
status 
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may be entered for consumption only when the Board has ruled that  
merchandise can be entered for consumption. 
    (c) Estimated production--(1) Weekly entry. When merchandise is  
manufactured or otherwise changed in a zone (exclusive of packing) to  
its physical condition as entered within 24 hours before physical  
transfer from the zone for consumption, the port director may allow the  
person making entry to file an entry on Customs Form 3461 for the  
estimated removals of merchandise during the calendar week. The Customs  
Form 3461 must be accompanied by a pro forma invoice or schedule showing  
the number of units of each type of merchandise to be removed during the  
week and their zone and dutiable values. Merchandise covered by an entry  
made under the provisions of this section will be considered to be  
entered and may be removed only when the port director has accepted the  
entry on Customs Form 3461. If the actual removals will exceed the  
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estimate for the week, the person making entry shall file an additional  
Customs Form 3461 to cover the additional units before their removal  
from the zone. Notwithstanding that a weekly entry may be allowed, all  
merchandise will be dutiable as provided in Sec. 146.65. When estimated  
removals exceed actual removals, that excess merchandise will not be  
considered to have been entered or constructively transferred to the  
Customs territory. 
    (2) Individual transfers. After acceptance of the weekly entry,  
individual transfers of merchandise covered by the entry may be made  
from the zone. 
    (d) Textiles and textile products. Subject to the existing statutory  
authority of the Board, textiles and textile products admitted into a  
zone, regardless of whether the merchandise has privileged or  
nonprivileged foreign status, which would have been subject to quota or  
visa or export license requirements in their condition at the time of  
importation (if entered for consumption rather than admitted to a zone),  
may not be subsequently transferred into Customs territory for  
consumption if, during the time the merchandise is in the zone, there  
has been a change by manipulation, manufacture, or other means: 
    (1) In the country of origin of the merchandise as defined by  
Sec. 12.130 of this chapter; 
    (2) To exempt from quota or visa or export license requirements  
other than a change brought about by statute, treaty, executive order or  
Presidential proclamation; or 
    (3) From one textile category to another textile category. 
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Sec. 146.64  Entry for warehouse. 
 
    (a) Foreign merchandise. Merchandise in privileged foreign status or  
composed in part of merchandise in privileged foreign status may not be  
entered for warehouse from a zone. Merchandise in nonprivileged foreign  
status containing no components in privileged foreign status may be  
entered for warehouse in the same or at a different port. 
    (b) Zone-restricted merchandise. Foreign merchandise in zone- 
restricted status may be entered for warehouse in the same or at a  
different port only for storage pending exportation, unless the Board  
has approved another disposition. 
    (c) Textiles and textile products. Textiles and textile products  
which have been changed as provided for in Sec. 146.63(d) may be entered  
for warehouse only if the entry is endorsed by the port director to show  
that the merchandise may not be withdrawn for consumption. 
    (d) Time limit. Merchandise may neither be placed nor remain in a  
Customs bonded warehouse after 5 years from the date of importation of  
the merchandise. 
 
Return to Top 
 
   
Sec. 146.65  Classification, valuation, and liquidation. 
 
    (a) Classification--(1) Privileged foreign merchandise. Privileged  
foreign merchandise provided for in this section will be subject to  
tariff classification according to its character, condition and  
quantity, at the rate of duty and tax in force on the date of filing, in  
complete and proper form, the application for privileged status.  
Classification of merchandise subject to a tariff-rate import quota will  
be made only at 
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the higher non-quota duty rate in effect on the date privileged foreign  
status was granted. Notwithstanding the grant of privileged status,  
Customs may correct any misclassification of any such entered  
merchandise when it posts the bulletin notice of liquidation under  
Sec. 159.9 of this chapter. 
    (2) Nonprivileged foreign merchandise. Nonprivileged foreign  
merchandise provided for in this section will be subject to tariff  
classification in accordance with its character, condition and quantity  
as constructively transferred to Customs territory at the time the entry  
or entry summary is filed with Customs. 
    (b) Valuation--(1) Total zone value. The total zone value of  
merchandise provided for in this section will be determined in  
accordance with the principles of valuation contained in sections 402  
and 500 of the Tariff Act of 1930, as amended by the Trade Agreements  
Act of 1979 (19 U.S.C. 1401a, 1500). The total zone value shall be that  
price actually paid or payable to the zone seller in the transaction  
that caused the merchandise to be transferred from the zone. Where there  
is no price paid or payable, the total zone value shall be the cost of  
all materials and zone processing costs related to the merchandise  
transferred from the zone. 
    (2) Dutiable value. The dutiable value of merchandise provided for  
in this section shall be the price actually paid or payable for the  
merchandise in the transaction that caused the merchandise to be  
admitted into the zone, plus the statutory additions contained in  
section 402(b)(1) of the Tariff Act of 1930, as amended by the Trade  
Agreements Act of 1979 (19 U.S.C. 1401a(b)(1)), less, if included,  
international shipment and insurance costs and U.S. inland freight  
costs. If there is no such price actually paid or payable, or no  
reasonable representation of that cost or of the statutory additions,  
the dutiable value may be determined by excluding from the zone value  
any included zone costs of processing or fabrication, general expenses  
and profit and the international shipment and insurance costs and U.S.  
inland freight costs related to the merchandise transferred from the  
zone. The dutiable value of recoverable waste or scrap provided for in  
Sec. 146.42(b) will be the price actually paid or payable to the zone  
seller in the transaction that caused the recoverable waste or scrap to  
be transferred from the zone. 
    (3) Allowance. An allowance in the dutiable value of zone  
merchandise may be made by the port director in accordance with the  
provisions of subparts B and C of part 158 of this chapter, for damage,  
deterioration, or casualty while the merchandise is in the zone. 
    (c) Liquidation; extension to update cost data. When the declared  
value or values of the merchandise are based on an estimate or  
estimates, the person making entry may request an extension of  
liquidation pending the presentation of updated or actual cost data. A  
request for an extension may be granted at the discretion of the port  
director. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 91-79, 56 FR  
46372, Sept. 12, 1991; T.D. 95-35, 60 FR 20632, Apr. 27, 1995] 
 
Return to Top 
 
   
Sec. 146.66  Transfer of merchandise from one zone to another. 
 
    (a) At the same port. A transfer of merchandise to another zone with  
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a different operator at the same port (including a consolidated port)  
will be by a licensed cartman or a bonded carrier as provided for in  
Sec. 112.2(b) of this chapter or by the operator of the zone for which  
the merchandise is destined under an entry for immediate transportation  
on Customs Form 7512 or other appropriate form with a Customs Form 214  
filed at the destination zone. A transfer of merchandise between zone  
sites at the same port having the same operator may be made under a  
permit on CF 6043 or under a local control system approved by the port  
director wherein any loss of merchandise between sites will be treated  
as if the loss occurred in the zone. 
    (b) At a different port. A transfer of merchandise from a zone at  
one port of entry to a zone at another port will be by bonded carrier  
under an entry for immediate transportation on Customs Form 7512. All  
copies of the entry must bear a notation that the merchandise is being  
transferred to another zone designated by its number. 
    (c) Forwarding of merchandise history; documentation. When  
merchandise is 
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transferred under the provisions of this section, the operator of the  
transferring zone shall provide the operator of the destination zone  
with the documented history of the merchandise being transferred. 
    (1) The following documentation must accompany merchandise  
maintained under a lot inventory control system: 
    (i) A copy of the original Customs Form(s) 214 with accompanying  
invoices for admission of the merchandise and all components thereof; 
    (ii) A copy of any Customs Form 214 filed subsequent to admission to  
change the status of the merchandise or its components; and 
    (iii) A copy of any Customs Form 216 to manipulate or manufacture  
the merchandise. 
    (2) The following documentation must accompany merchandise not under  
a lot system, and not manufactured in a zone: 
    (i) A copy of the original Customs Form(s) 214 with accompanying  
invoices for admission of the merchandise as attributed under the  
particular zone inventory method; 
    (ii) A copy of any Customs Form 214 filed subsequent to admission to  
change the status of the merchandise as attributed under the particular  
zone inventory method; and 
    (iii) A copy of any Customs Form 216 to manipulate the merchandise  
as attributed under the particular zone inventory method. 
    (3) If the documents specified in paragraph (c)(2) of this section  
are not presented, the operator of the transferring zone shall submit  
the following: 
    (i) A statement of the zone value, dutiable value, quantity,  
description, unique identifier, and zone status (showing any changes of  
status after admission and whether the merchandise was manipulated so as  
to change its tariff classification) of all the merchandise in the  
shipment covered by the transportation entry; and 
    (ii) A certification that the statement in paragraph (c)(3)(i) of  
this section, is true and that the information contained therein is  
contained in the inventory control and recordkeeping system of the  
transferring zone. 
    (4) The following documentation must accompany merchandise not under  
a lot system, but manufactured in a zone: 
    (i) A statement by the transferring zone operator of the zone value,  
dutiable value, quantity, description, unique identifier, and zone  
status of all the merchandise (and components thereof, where applicable)  
covered by the transportation entry. The statement will also show any  
change in zone status in the transferring zone and whether the  



 

 

merchandise has been manufactured or manipulated in the zone so as to  
change its tariff classification; and 
    (ii) A certification by the operator of the transferring zone that  
the statement in paragraph (c)(4)(i) of this section is true and the  
information therein is contained in the inventory control and  
recordkeeping system of the zone. 
    (5) The operator of the transferring zone shall transmit the  
historical documentation of the merchandise to the receiving zone within  
10 working days after it has been delivered to the bonded carrier for  
transportation. The documentation will be referenced to the I.T. number  
covering the merchandise. 
    (d) Arrival at destination zone. Upon arrival of the merchandise at  
the destination zone, it will be admitted under the procedure provided  
for in Sec. 146.32, except that no invoice or Customs examination will  
be required. When the historical documentation is received, the operator  
of the destination zone shall associate it with the Customs Form 214 for  
admission of the merchandise and incorporate that information into the  
zone inventory control and recordkeeping system. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 94-81, 59 FR  
51497, Oct. 12, 1994] 
 
Return to Top 
 
   
Sec. 146.67  Transfer of merchandise for exportation. 
 
    (a) Direct exportation. Any merchandise in a zone may be exported  
directly therefrom (without transfer into Customs territory) upon  
compliance with the procedures of paragraph (b) of this section. 
    (b) Immediate exportation. Each transfer of merchandise to the  
Customs territory for exportation at the port 
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where the zone is located, will be made under an entry for immediate  
exportation on Customs Form 7512. The person making entry shall furnish  
an export bond on Customs Form 301 containing the bond conditions  
provided for in Sec. 113.62 of this chapter. 
    (c) Transportation and exportation. Each transfer of merchandise to  
the Customs territory for transportation to and exportation from a  
different port, will be made under an entry for transportation and  
exportation on Customs Form 7512. The bonded carrier will be responsible  
for exportation of the merchandise in accordance with Sec. 18.26 of this  
chapter. 
    (d) Textiles and textile products. Textiles and textile products  
which have been changed as provided for in Sec. 146.63(d) may be  
exported and returned to Customs territory for warehousing provided the  
entry for warehouse is endorsed by the port director to show that the  
merchandise may not be withdrawn for consumption. 
    (e) Merchandise produced or manufactured in a zone and returned to  
Customs territory after exportation. Merchandise produced or  
manufactured in a zone and exported without having been transferred to  
Customs territory other than for exportation or for transportation and  
exportation will be subject, on its return to Customs territory, to the  
duties and taxes applicable to like articles of wholly foreign origin,  
unless it is conclusively established that it was produced or  
manufactured exclusively with the use of domestic merchandise. The  
identity of the domestic merchandise must have been maintained in  
accordance with the provisions of this part, in which case that  
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merchandise will be subject to the provisions of Chapter 98, Subchapter  
I, Harmonized Tariff Schedule of the United States (19 U.S.C. 1202). 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 89-1, 53 FR  
51263, Dec. 21, 1988 
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Sec. 146.68  Transfer for transportation or exportation; estimated  
          production. 
 
    (a) Weekly permit. The port director may allow the person making  
entry for merchandise provided for in Sec. 146.63(c) to file an  
application for a weekly permit to enter and release merchandise during  
a calendar week for exportation, transportation, or transportation and  
exportation. The application will be on Customs Form 7512 stating at the  
top the words ``Application for Weekly Zone Permit,'' and will be filed  
with the port director. The application must be accompanied by a pro  
forma invoice or schedule like that required in Sec. 146.63(c)(1). If  
actual transfers will exceed the estimate for the week, the person with  
the right to make entry shall file a supplemental Customs Form 7512 to  
cover the additional merchandise to be transferred from the subzone or  
zone site. No merchandise covered by the weekly permit may be  
transferred from the zone before approval of the application by the port  
director. 
    (b) Individual entries. After approval of the application for a  
weekly permit by the port director, the person making entry will be  
authorized to execute individual Customs Forms 7512 for exportation,  
transportation, or transportation and exportation of the merchandise  
covered by permit. Upon transfer of the merchandise, the operator shall  
obtain a receipt from the carrier on Customs Form 7512 to ensure its  
assumption of liability under the carrier's or cartman's bond. Customs  
will consider the time of entry to be when the removing carrier signs  
the receipt for the merchandise. The operator shall give the bonded  
carrier a copy of the individual Customs Form 7512 and the destination  
copy (Customs Form 7512-C), as provided for in Sec. 18.2(c) of this  
chapter. The operator also shall ensure that the port director receives  
a copy of the Customs Form 7512 and the origin copy (Customs Form 7512- 
C) by the end of the next working day after the carrier has receipted  
for the merchandise. 
    (c) Statement of merchandise entered. The person making entry for  
merchandise under an approved weekly permit shall file with the port  
director, by the close of business on the second working day of the week  
following the week designated on the permit, a statement of the  
merchandise entered under that permit. The statement must list each  
Customs Form 7512 by its unique I.T. 
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number, and will provide a reconciliation of the quantities on the  
weekly permit with the manifested quantities on the individual Customs  
Forms 7512 submitted to Customs, as well as an explanation of any  
discrepancy. 
 
Return to Top 
 
   
Sec. 146.69  Supplies, equipment, and repair material for vessels or  
          aircraft. 
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    (a) General. Any merchandise which may be withdrawn duty and tax  
free in Customs territory under section 309 or 317, Tariff Act of 1930,  
as amended (19 U.S.C. 1309, 1317), and under Secs. 10.59 through 10.65  
of this chapter, may similarly be transferred from a zone, regardless of  
its zone status, under those statutes and regulations. Each transfer  
from a zone for delivery to a qualified vessel or aircraft, will be made  
on Customs Form 5512 (see Sec. 10.60 of this chapter). The person making  
entry shall furnish a bond on Customs Form 301 containing the bond  
conditions provided for in Sec. 113.62 of this chapter. 
    (b) Merchandise for delivery within zone. Upon acceptance of the  
entry and bond, the port director shall release the merchandise to the  
operator for delivery to the qualified vessel or aircraft for lading in  
the zone. 
    (c) Merchandise for delivery outside zone. Upon acceptance of the  
entry and bond, the port director shall release the merchandise to the  
operator for delivery to the bonded cartmen, lighterman, or carrier, for  
transportation through the Customs territory to the qualified lading  
vessel or aircraft. 
 
Return to Top 
 
   
Sec. 146.70  Transfer of zone-restricted merchandise into Customs  
          territory. 
 
    (a) General. Zone-restricted merchandise may be transferred to  
Customs territory only for entry for exportation, for entry for  
transportation and exportation, for warehousing pending exportation, for  
destruction (except destruction of distilled spirits, wines and  
fermented malt liquors), for transfer from one zone to another, or for  
delivery to a qualified vessel or aircraft or as ground equipment of a  
qualified aircraft under section 309 or 317, Tariff Act of 1930, as  
amended (19 U.S.C. 1309, 1317), unless the Board has ruled that the  
return of the merchandise to Customs territory for domestic consumption  
is in the public interest. With Board approval (See 15 CFR part 400),  
that merchandise may be entered for consumption, for warehousing, for  
immediate transportation without appraisement, or under any other  
provision of the Customs laws, unless the Board has specified the form  
of entry to be made. 
    (b) For consumption. If the return of zone-restricted merchandise to  
Customs territory for consumption has been ruled by the Board to be in  
the public interest, the entry shall be endorsed by the port director to  
show the authority under which it was made, and that the merchandise is  
subject to the provisions of Chapter 98, Subchapter I, Harmonized Tariff  
Schedule of the United States (19 U.S.C. 1202). 
    (c) For warehousing. Zone-restricted merchandise may be transferred  
from a zone to a Customs bonded warehouse for storage pending  
exportation. The Customs Form 7501 shall be endorsed by the port  
director to show that the merchandise may not be withdrawn for  
consumption. In the case of zone-restricted merchandise transported in  
bond to another port for warehousing and exportation, Customs Form 7512  
shall be endorsed by the port director to show that the merchandise is  
foreign trade zone merchandise in zone-restricted status, which shall be  
entered for warehouse with proper endorsement on Customs Form 7501, and  
which may not be withdrawn for consumption. Zone-restricted merchandise  
transferred from a zone to a Customs bonded warehouse may not be  
manipulated, except for packing or unpacking incidental to exportation. 
    (d) For other purposes. Upon acceptance of an entry or withdrawal  
for zone-restricted merchandise for any purpose other than that  
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described in a Board order, the entry shall be endorsed by the person  
making entry to show that actual exportation of the merchandise is  
required by the fourth proviso to section 3 of the Act, as amended, or  
the entry endorsed to require delivery to a qualified vessel or  
aircraft, under section 309 or 317, Tariff 
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Act of 1930, as amended (19 U.S.C. 1309, 1317). 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 89-1, 53 FR  
51263, Dec. 21, 1988] 
 
Return to Top 
 
   
Sec. 146.71  Release and removal of merchandise from zone. 
 
    (a) General. Except as provided for in Sec. 146.43, no merchandise  
will be transferred from a zone without a Customs permit on the  
appropriate entry or withdrawal form or other document as required in  
this part. This port director may authorize transfer from a zone without  
physical supervision or examination by a Customs officer. Upon issuance  
of a permit, the port director will authorize delivery of the  
merchandise only to the operator, who then may release the merchandise  
to the importer or carrier. 
    (b) Liability for discrepancy. When a transfer is not physically  
supervised by a Customs officer, the operator will be relieved of  
responsibility only for the merchandise in a zone in the condition and  
quantity as shown on the entry, withdrawal, or other appropriate form.  
The operator will be relieved of responsibility only if it receives the  
signed receipt on the document of the importer or the carrier named in  
that document. The responsibility of the operator may be adjusted by any  
discrepancy report made jointly by the operator and the bonded cartman,  
lighterman, or carrier, or the importer, and signed by the above or an  
authorized representative within 15 days after transfer of the  
merchandise from the zone. Any adjustment must be noted on the permit  
copy of the entry, withdrawal, or other appropriate form or document. A  
copy of any joint report of discrepancy must be submitted to the port  
director within 10 working days of signing by the parties. 
    (c) Time limit. Except in the case of articles for use in a zone,  
merchandise for which a Customs permit for transfer to Customs territory  
has been issued must be physically removed from the zone within 5  
working days of issuance of that permit. The port director, upon request  
of the operator, may extend that period for good cause. Merchandise  
awaiting removal within the required time limit will not be further  
manipulated or manufactured in the zone, but will be segregated or  
otherwise identified by the operator as merchandise that has been  
constructively transferred to Customs territory. 
    (d) Retention or return of merchandise to zone for consumption. (1)  
The port director shall cancel any entry for consumption where: (i) The  
merchandise is not removed from the zone within the period specified in  
paragraph (c) of this section, or (ii) the merchandise was removed from  
the zone but did not enter the commerce of the U.S. in Customs territory  
and was subsequently readmitted to a zone in domestic status. If the  
port director has reason to believe any new entry would be cancelled  
under the provisions of this paragraph, he may reject the entry or  
demand a written stipulation, as a condition of entry acceptance, that  
the merchandise will not be returned to a zone in domestic status.  
Merchandise covered by an entry which has been cancelled under this  

http://ia.ita.doc.gov/ftzpage/ftznew/19cfr146.html#top


 

 

paragraph shall be restored to its last foreign status. 
    (2) A component of merchandise which has been entered, but not  
physically removed from a zone, shall be restored to its last zone  
status, provided the port director determines that the component was  
included in the entry through clerical error, mistake of fact, or other  
inadvertence not amounting to an error in the construction of the law.  
Such an error, including that in appraisement of any entry or  
liquidation due to the above circumstances, may be corrected pursuant to  
section 520(c)(1), Tariff Act of 1930, as amended (19 U.S.C.  
1520(c)(1)), in accordance with the procedures described in part 173 of  
this chapter. If the port director decides there has been no error,  
mistake, or inadvertence, or that the information was not timely  
provided, the component will be considered as an overage and subject to  
the provisions of Sec. 146.53(d). 
    (3) When merchandise which has been entered for consumption is  
subsequently returned to a zone for a reason other than that specified  
in paragraph (d)(1) of this section, it shall be admitted in domestic  
status. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986; 51 FR 11012, Apr. 1, 1986] 
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              Subpart G--Penalties; Suspension; Revocation 
 
  
Sec. 146.81  Penalties. 
 
    (a) Amount. Upon violation of the Act, or any regulation issued  
under the Act, by the grantee, or any officer, agent, operator or  
employee thereof, the person responsible for or permitting the violation  
shall be subject to a fine of not more than $1,000. Each day during  
which a violation continues will constitute a separate offense.  
Liquidated damages, where applicable, will be imposed in addition to the  
fine (19 U.S.C. 81s). 
    (b) Review. All fines assessed by the port director under this  
section will be reviewed by the Director, International Trade Compliance  
Division, Headquarters, to determine whether further action against the  
grantee or operator, such as suspension or a recommendation for  
revocation of the grant, is warranted. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 91-77, 56 FR  
46115, Sept. 10, 1991] 
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Sec. 146.82  Suspension. 
 
    (a) For cause. The port director may suspend for cause the activated  
status of a zone or zone site, or the privilege to admit, manufacture,  
manipulate, exhibit, destroy, transfer or remove merchandise at a zone  
or zone site for a period not to exceed 90 days. Upon order of the Board  
the suspension may be continued. If appropriate, the suspension may be  
limited to an individual user or users and not to the zone or zone site  
as a whole, or may be limited to a particular activity of an operator or  
user, such as suspension of the privilege to admit merchandise or the  
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privilege to manufacture. An action to suspend will be taken in  
accordance with the procedure in paragraph (b) of this section if: 
    (1) The approval of the application to activate the zone was  
obtained through fraud or the misstatement of a material fact; 
    (2) The operator neglects or refuses to obey any proper order of a  
Customs officer or any Customs order, rule, or regulation relating to  
the operation or administration of a zone; 
    (3) The operator, or any officer of a corporation which has been  
granted the right to operate a zone, is convicted of or has commited  
acts which would constitute a felony, or misdemeanor involving theft,  
smuggling, or a theft-connected crime. Any change in the employment  
status of the corporate officer (e.g., discharge, resignation, demotion,  
or promotion) prior to conviction of a felony or prior to conviction of  
a misdemeanor involving theft, smuggling, or a theft-connected crime,  
resulting from acts committed while a corporate officer, will not  
preclude application of this provision; 
    (4) The operator fails to furnish a current list of names,  
addresses, or other information as required by Sec. 146.7; 
    (5) The operator does not provide a secure facility or properly  
safeguard merchandise within a zone; 
    (6)  [Reserved] 
    (7) The operator, or any officer, agent, or employee of the  
operator, discloses to an unauthorized person proprietary information  
contained on a Customs form or in the inventory control and  
recordkeeping system; or 
    (8) The inventory control and recordkeeping system is impaired to  
the point where the identity of merchandise in zone status has been lost  
and cannot be reestablished without a suspension of zone operations. 
    (b) Procedure--(1) Notice. The port director may, at any time, serve  
notice, in writing, upon an operator to show cause why its right to  
continue operation of a zone should not be suspended or why an  
individual user or activities of an individual user should not be  
suspended, as provided for in paragraph (a) of this section. The notice  
will advise the operator of the grounds for the proposed action and will  
afford the operator an opportunity to respond, in writing, within 15  
days after receipt of the notice. Thereafter, the port director shall  
consider the allegations and any response made by the operator and issue  
a decision, unless the operator requests a hearing in the matter. 
    (2) Hearing. If the operator requests a hearing, it will be held  
before a hearing officer designated by the Commissioner of Customs or  
his designee within 30 days following the operator's request. The  
operator may be represented by 
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counsel at the hearing, and any evidence and testimony of witnesses in  
the proceeding, including substantiation of the allegations and the  
response thereto, will be presented. The right of cross-examination will  
be available to both parties. A stenographic record of the proceeding  
will be made and a copy will be delivered to the operator. At the  
conclusion of the hearing, the hearing officer shall transmit promptly  
all papers and the stenographic record of the hearing to the Assistant  
Commissioner, Office of Field Operations, or designee, together with a  
recommendation for final action. 
    (3) Decision of Assistant Commissioner. Within 10 calendar days  
after delivery to the operator of a copy of the stenographic record of  
the hearing, the operator may submit to the Assistant Commissioner,  
Office of Field Operations, or designee, in writing any additional views  
or arguments. The Assistant Commissioner, Office of Field Operations, or  
designee, shall then render a written decision stating his reasons  



 

 

therefor. That decision will be served on the operator and will be  
considered the final Customs administrative action in the case. 
    (4) Grantee. If the grantee of the zone is not the operator, a copy  
of the notice to show cause will be served upon the grantee. The  
grantee, as a party-in-interest, may join the operator in any  
proceedings under this section. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 88-63, 53 FR  
40220, Oct. 14, 1988; T.D. 95-99, 60 FR 62733, Dec. 7, 1995] 
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Sec. 146.83  Revocation of zone grant. 
 
    (a) Recommendation of port director. The port director may at any  
time recommend to the Board that the privilege of establishing,  
operating, and maintaining a zone or subzone under Customs jurisdiction  
be revoked for willful and repeated violations of the Act (19 U.S.C.  
81r). If the port director believes that a substantial question of law  
exists as to whether willful and repeated violations of the Act have  
occurred, that officer may request internal advice under the provisions  
of part 177 of this chapter from the Director, Tariff Classification  
Appeals Division, Headquarters. A recommendation to the Board that a  
zone or subzone grant be revoked does not preclude, and may be in  
addition to, any liquidated damages, penalty, or suspension for cause. 
    (b) Decision of the Board. The procedure for revocation of a grant,  
the decision of the Board, and appeal is covered by the provisions of  
the Act and title 15, chapter IV, part 400, Code of Federal Regulations. 
 
[T.D. 86-16, 51 FR 5049, Feb. 11, 1986, as amended by T.D. 91-77, 56 FR  
46115, Sept. 10, 1991] 
 
Return to Top 
 
 
        Subpart H--Petroleum Refineries in Foreign-Trade Subzones 
 
    Source:  T.D. 95-35, 60 FR 20632, Apr. 27, 1995, unless otherwise  
noted. 
   
Sec. 146.91  Applicability. 
 
    This subpart applies only to a petroleum refinery (as defined  
herein) engaged in refining petroleum in a foreign-trade zone or  
subzone. Further, the provisions relating to zones generally, which are  
set forth elsewhere in this part, including documentation and document  
retention requirements, and entry procedures, such as weekly entry,  
shall apply as well to a refinery subzone, insofar as applicable to and  
not inconsistent with the specific provisions of this subpart. It does  
not cover zone-to-zone transfers in which the fact of removal from one  
zone is ignored. 
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Sec. 146.92  Definitions. 
 
    (a) Attribution. ``Attribution'' means the association of a final  
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product with its source material. 
    (b) Feedstocks. ``Feedstocks'' means crude petroleum or intermediate  
product that is used in a petroleum refinery to make a final product. 
    (c) Feedstock factor. ``Feedstock factor'' means the relative value  
of final products utilizing T.D. 66-16 (see Sec. 146.92(h)), and which  
takes into account any volumetric loss or gain. 
    (d) Final product. ``Final product'' means any petroleum product  
that is produced in a refinery subzone and thereafter removed therefrom  
or consumed within the zone. 
    (e) Manufacturing period. ``Manufacturing period'' means a period  
selected by the refiner which must be no more than a calendar month  
basis, for which 
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attribution to a source feedstock must be made for every final product  
made, consumed in, or removed from the refinery subzone. 
    (f) Petroleum refinery. ``Petroleum refinery'' means a facility that  
refines a feedstock listed on the top line of the tables set forth in  
T.D. 66-16 into a product listed in the left column of the tables set  
forth in T.D. 66-16. 
    (g) Price of product. ``Price of product'' means the average per  
unit market value of each final product for a given manufacturing period  
or the published standard product value if updated each month. 
    (h) Producibility. ``Producibility'' is a method of attributing  
products to feedstocks for petroleum manufacturing in accordance with  
the Industry Standards of Potential Production set forth in T.D. 66-16. 
    (i) Relative value. ``Relative value'' means a value assigned to  
each final product attributed to the separation from a privileged  
foreign feedstock based on the ratio of the final product's value  
compared to the privileged foreign feedstock's duty. 
    (j) Time of Separation. ``Time of separation'' means the  
manufacturing period in which a privileged foreign status feedstock is  
deemed to have been separated into two or more final products. 
    (k) Weighted Average. ``Weighted average'' means the relative value  
of merchandise, which is determined by dividing the total value of  
shipments in a given period by the total quantity shipped in the same  
given period. See example in section VI of the appendix to this part. 
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Sec. 146.93  Inventory control and recordkeeping system. 
 
    (a) Attribution. All final products removed from or consumed within  
a petroleum refinery subzone must be attributed to feedstock admitted  
into said petroleum refinery subzone in the current or prior  
manufacturing period. Attribution must be based on records maintained by  
the operator. Attribution may be made by applying one of the authorized  
methods set forth in this section. Records must be maintained on a  
weight or volume basis. 
    (1) Producibility. The producibility method of attribution requires  
that records be kept to attribute final products to feedstocks which are  
eligible for attribution as set forth in this section during the current  
or prior manufacturing period. 
    (2) Actual production records. An operator may use its actual  
production records as provided for under Sec. 146.95(b) of this subpart. 
    (3) Other inventory method. An operator may use the FIFO (first-in,  
first-out) method of accounting (see Sec. 191.22(c) of this chapter).  
The use of this method is illustrated in the appendix to this part. 
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    (b) Feedstock eligible for attribution. Only a feedstock that has  
been admitted into the refinery subzone is eligible for attribution. For  
a given manufacturing period, the quantity of feedstock eligible for  
attribution may be computed as beginning inventory, plus receipts less  
shipments of feedstock out of the subzone, and less ending inventory. 
    (c) Consumption or removal of final product. Each final product that  
is consumed in or removed from a refinery subzone must be attributed to  
a feedstock eligible for attribution during the current or a prior  
manufacturing period. Each final product attributed as being produced  
from the separation of a privileged foreign status feedstock must be  
assigned the proper relative value as set forth in paragraph (d) of this  
section. 
    (d) Relative value. A relative value calculation is required when  
two or more final products are produced as the result of the separation  
of privileged foreign status feedstock. Ad valorem and compound rates of  
duty must be converted to specific rates of duty in order to make a  
relative value calculation. 
    (e) Privileged status after admission. Nonprivileged status  
feedstock is eligible for privileged status only if the request shows to  
the satisfaction of the Customs Service that there was no manipulation  
or manufacture of the feedstock to change its tariff classification  
before the request is granted. The absence of such manipulation or  
manufacture can be shown by demonstrating that the feedstock was placed  
in an 
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empty tank, in a tank that contained only feedstock with the same  
nominal specifications or providing a sample which shows there was no  
change in tariff status. The existence of negligible amounts of other  
feedstocks may be disregarded only in accordance with Sec. 146.95(b). A  
request for after-admission privileged foreign status shall be denied  
unless the feedstock's tank records from admission to the time that the  
request is made accompany the request. A refiner who makes such a  
request shall not put any other feedstock having different nominal  
specifications into the tank until the request for privileged status is  
granted. The Customs Service will deny or revoke a post-admission  
request if a refiner fails to retain the integrity of the feedstock in  
the tank. 
    (f) Consistent use required. The operator must use the selected  
method, measurement (weight or volume), and the price of product  
consistently (see Sec. 146.92(g) of this subpart and paragraph (a) of  
this section). 
 
Return to Top 
 
   
Sec. 146.94  Records concerning establishment of manufacturing period. 
 
    (a) Feedstock admitted into the refinery subzone. The operator must  
maintain appropriate inventory records during the manufacturing period  
to substantiate the feedstock(s) eligible for attribution under  
Sec. 146.93(b) and in accordance with the operator's selected  
attribution method. 
    (b) Final product consumed in or removed from subzone. The operator  
must record the date and amount of each final product consumed in, or  
removed from the subzone. 
    (c) Consumption or removal. The consumption or removal of a final  
product during a week may be considered to have occurred on the last day  
of that week for purposes of attribution and relative value calculation  
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instead of the actual day on which the removal or consumption occurred,  
unless the refiner elects to attribute using the FIFO method (see  
section II of the appendix to this part). 
    (d) Gain or loss. A gain or loss that occurs during a manufacturing  
period must be taken into account in determining the attribution of a  
final product to a feedstock and the relative value calculation of  
privileged foreign feedstocks. Any gain in a final product attributed to  
a non-privileged foreign status feedstock is dutiable if entered for  
consumption unless otherwise exempt from duty. 
    (e) Determining gain or loss; acceptable methods.--(1) Converting  
volume to weight. Volume measurements may be converted to weight  
measurements using American Petroleum Institute conversion factors to  
account for gain or loss. 
    (2) Calculating feedstock factor to account for volume gain or loss.  
A feedstock factor may be calculated by dividing the value per barrel of  
production per product category by the quotient of the total value of  
production divided by all feedstock consumed. This factor would be  
applied to a finished product that has been attributed to a feedstock to  
account for volume gain. 
    (3) Calculating volume difference. Volume difference may be  
determined by comparing the amount of feedstocks introduced for a given  
period with the amount of final products produced during the period, and  
then assigning the volume change to each final product proportionately. 
 
Return to Top 
 
   
Sec. 146.95  Methods of attribution. 
 
    (a) Producibility.--(1) General. A subzone operator must attribute  
the source of each final product. The operator is limited in this regard  
to feedstocks which were eligible for attribution during the current or  
prior manufacturing period. Attribution of final products is allowable  
to the extent that the quantity of such products could have been  
produced from such feedstocks, using the industry standards of potential  
production on a practical operating basis, as published in T.D. 66-16.  
Once attribution is made for a particular product, that attribution is  
binding. Subsequent attributions of feedstock to product must take prior  
attributions into account. Each refiner shall keep records showing each  
attribution. 
    (2) Industry standards of potential production. The industry  
standards of potential production on a practical operating basis  
necessary for the producibility attribution method are 
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contained in tables published in T.D. 66-16. With these tables, a  
subzone operator may attribute final products consumed in, or removed  
from, the subzone to feedstocks during the current or a prior  
manufacturing period. 
    (3) Attribution to product or feedstock not listed in T.D. 66-16.  
(i) For purposes of attribution, where a final product or a feedstock is  
not listed in T.D. 66-16, the operator must submit a proposed  
attribution schedule, supported by a technical memorandum, to the  
appropriate port director. The port director shall refer the request to  
the Director, Office of Regulatory Audit (``ORA''), who will verify the  
refiner's records and will coordinate with the Director, Office of  
Laboratories and Scientific Services (``OLSS''). The Director, ORA,  
shall either approve or deny the request. If the request is approved,  
the Director, ORA, shall publish a modification of T.D. 66-16. If an  
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operator elects to show attribution on a producibility basis, but fails  
to keep records on that basis, the operator shall use its actual  
operating records to determine attribution and any necessary relative  
value calculation upon the Customs Service demand and subject to  
verification. 
    (ii) An operator may attribute a final product to a feedstock in  
excess of the amount allowed under T.D. 66-16, when authorized by  
Customs, without losing the ability to attribute under T.D. 66-16 for  
all other feedstock-final product combinations. The operator must use  
its actual production records for the requested feedstock-final product  
combination. The operator must agree in writing that it will not, and it  
will not enable any other person, to file a drawback claim under 19  
U.S.C. 1313 inconsistent with those actual production records for that  
feedstock-final product combination. The operator shall file its request  
in accordance with paragraph (a)(3) of this section. The Director, ORA,  
and the Director, OLSS, must determine whether T.D. 66-16 needs to be  
modified and shall publish in the Customs Bulletin each approval granted  
under this paragraph and request public comments with each such  
approval. 
    (4) Attribution to privileged foreign feedstock; relative value. If  
a final product is attributed to the separation of a privileged foreign  
feedstock a relative value must be assigned (see section IV of the  
appendix to this part). 
    (b) Refinery operating records. An operator may use the actual  
refinery operating records to attribute the feedstocks used to the  
removed or consumed products. Customs shall accept the operator's  
operating conventions to the extent that the operator demonstrates that  
it actually uses these conventions in its refinery operations. Whatever  
conventions are elected by the operator, they must be used consistently  
in order to be acceptable to Customs. Additionally, Customs may use  
these records to test the validity of admissions into the subzone,  
consumption within and removals from the subzone. 
 
    Example. If the operator mixes three equal quantities of material in  
a day tank and treats that product as a three-part mixture in its  
production unit, Customs will accept the resulting product as composed  
of the three materials. If, in the alternative, the operator assumes  
that the three products do not mix and treats the first product as being  
composed of the first material put into the day tank, the second product  
as composed of the second material put into the day tank, and the third  
product as being composed of the third material put into the day tank,  
Customs will accept that convention also. 
 
Return to Top 
 
   
Sec. 146.96  Approval of other recordkeeping systems. 
 
    (a) Approval procedure. An operator must seek prior approval of  
another recordkeeping procedure by submitting the following to the  
Director, Office of Regulatory Audit: 
    (1) An explanation of the method describing how attribution will be  
made when a finished product is removed from or consumed in the subzone,  
and how and when the feedstocks will be decremented; 
    (2) A mathematical example covering at least two months which shows  
the amounts attributed, all necessary relative value calculations, the  
dates of consumption and removal, and the amounts and dates that the  
transactions are reported to Customs. 
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    (b) Failure to comply. Requests received that fail to comply with  
paragraph (a) of this section will be returned to the requester with the  
defects noted by the Director, Office of Regulatory Audit. 
    (c) Determination by Director. When the Director, Office of  
Regulatory Audit, determines that the recordkeeping procedures provide  
an acceptable basis for verifying the admissions and removals from or  
consumption in a refinery subzone, the Director will issue a written  
approval to the applicant. 
 
Return to Top 
 
   
   Appendix to Part 146--Guidelines for Determining Producibility and  
                 Relative Values for Oil Refinery Zones 
 
    Where an example is set out in this appendix, the example is for  
purposes of illustrating the application of a provision, and where there  
is any inconsistency between the example and the provision, the  
provision prevails to the extent of the inconsistency. Alternative  
formats are also acceptable so long as they are consistent with the  
provisions of this part. 
 
 I. Attribution Using Producibility Showing Manufacturing Periods From  
              Admission to Removal Within a Calender Month. 
 
    Volume losses and gains accounted for by weight. 
 
                                  Day 1 
 
    Receipt into the refinery subzone during a 30-day month: 
 
50,000 pounds privileged foreign (PF) class II crude oil. 
50,000 pounds PF class III crude oil. 
50,000 pounds domestic status class III crude oil. 
 
                                 Day 10 
 
    Removal from the refinery subzone for exportation of 50,000 pounds  
of aviation gasoline. 
    The period of manufacture for the aviation gasoline is Day 1 to Day  
10. The refiner must first attribute the designated source of the  
aviation gasoline. 
    In order to maximize the duty benefit conferred by the zone  
operation, the refiner chooses to attribute the exported aviation  
gasoline to the privileged foreign status crude oil. Under the tables  
for potential production (T.V. 66-16), class II crude has a 30%  
potential, and class III has a 40% potential. The maximum aviation  
gasoline producible from the class II crude oil is 15,000 pounds (50,000  
 x  .30). The maximum aviation gasoline producible from the privileged  
foreign status class III crude oil is 20,000 pounds (50,000  x  .40).  
The domestic class III crude would also make 20,000 pounds of aviation  
gasoline. 
    The refiner could attribute 15,000 pounds of the privileged foreign  
class II crude oil, 20,000 pounds of the privileged foreign class III  
crude oil, and 15,000 pounds of the domestic class III crude oil as the  
source of the 50,000 pounds of the aviation gasoline that was exported;  
35,000 pounds of class II crude oil would be available for further  
production for other than aviation gasoline, 30,000 pounds of privileged  
foreign class III crude oil would be available for further production  
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for other than aviation gasoline, and 35,000 pounds of domestic status  
class III crude oil would be available for further production, of which  
up to 5,000 pounds could be attributed to aviation gasoline. 
 
                                 Day 21 
 
    Receipt in the refinery subzone: 
 
50,000 pounds PF status class I crude oil. 
50,000 pounds PF status class IV crude oil. 
 
                                 Day 30 
 
    Removal from the refinery subzone: 
30,000 pounds of motor gasoline for consumption. 
10,000 pounds of jet fuel sold to the US Air Force for use in military  
aircraft. 
10,000 pounds of aviation gasoline sold to a U.S. commuter airline for  
domestic flights. 
10,000 pounds of kerosene for exportation. 
 
    To the extent that the crude oils that entered production on Day 1  
are attributed as the designated sources for the products removed on Day  
30, the period of manufacture is Day 1 to Day 30. If the refiner chooses  
to attribute the crude oils that were admitted on Day 21 as the  
designated sources of the products removed on Day 30 using the  
production standards published in T.D. 66-16, the manufacturing period  
is Day 21 to Day 30. This choice will be important if a relative value  
calculation on the privileged foreign status crude oil is required,  
because the law requires the value used for computing the relative value  
to be the average per unit value of each product for the manufacturing  
period. Relative value must be calculated if a source feedstock is  
separated into two or more products that are removed from the subzone  
refinery. If the average per unit value for each product differs between  
the manufacturing period from Day 1 to Day 30 and the manufacturing  
period from Day 21 to Day 30, the correct period must be used in the  
calculation. 
    In order to minimize duty liability, the refiner would try to  
attribute the production of the exported kerosene and the sale of the  
jet fuel to the US Air Force to the privileged foreign crude oils. For  
the same reason, the refiner would try to attribute the removed motor  
gasoline and the aviation gasoline for 
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the commuter airline to the domestic crude oil. 
    Accordingly, the refiner chooses to attribute up to 5,000 pounds of  
the domestic status class III crude as the source of the 10,000 pounds  
of aviation gasoline removed from the subzone refinery for the commuter  
airline. Since no other aviation gasoline could have been produced from  
the crude oils that were admitted into the refinery subzone Day 1, the  
refiner must attribute the remainder to the crude oils that entered  
production on Day 21. Again, using the production standards from T.D.  
66-16, the class I crude could produce aviation gasoline in an amount up  
to 10,000 pounds (50,000  x  .20). Likewise, the class IV crude oil  
could produce aviation gasoline in an amount up to 8,500 pounds (50,000  
x  .17). 
    The refiner selects use of the class I crude as the source of the  
aviation gasoline. The refiner could attribute up to 27,300 pounds  
(35,000-5,000  x  .91) of the domestic class III crude oil as the source  



 

 

of the motor gasoline. This would leave 2,700 pounds of domestic class  
III crude available for further production for other than aviation  
gasoline or motor gasoline. The remaining motor gasoline removed (also  
2,700 pounds) must be attributed to a privileged foreign crude oil. The  
refiner selects the privileged foreign class II crude oil that entered  
production on Day 1 as the source for the remaining 2,700 pounds of  
motor gasoline. 
    This would leave 32,300 pounds of privileged foreign class II crude  
oil available for further production, of which no more than 27,400  
pounds could be designated as the source of motor gasoline. The refiner  
attributes the jet fuel that is removed from the refinery subzone for  
the US Air Force for use in military aircraft to the privileged foreign  
class II crude oil. The refiner could attribute up to 20,995 pounds of  
jet fuel from that class II crude oil (32,300  x  .65). Designating that  
class II crude oil as the source of the 10,000 pounds of jet fuel leaves  
22,300 pounds of privileged foreign class II crude oil available for  
further production, of which up to 10,995 pounds could be attributed as  
the source of the jet fuel. Because the motor gasoline and the jet fuel,  
under the foregoing attribution, would be considered to have been  
separated from the privileged foreign class II crude oil, a relative  
value calculation would be required. 
    The jet fuel is eligible for removal from the subzone free of duty  
by virtue of 19 U.S.C. 1309(a)(1)(A). The refiner could attribute the  
privileged foreign class II crude oil as being the source of the 10,000  
pounds of jet fuel (22,300  x  .65). The refiner chooses to attribute  
the privileged foreign class III crude oil as the source of the jet  
fuel. The refiner could attribute to that class III crude oil up to  
15,000 pounds of kerosene (30,000  x  .50). 
 
                     II. Attribution on a FIFO Basis 
 
(Accounting for volume losses or gains by the weight method) 
 
                                 Day 1-5 
 
    Transfer, into the Refinery Subzone, from one or more storage tanks  
into process 150 barrels of Privileged Foreign (PF) Class II crude oil,  
equivalent to 50,000 pounds. 
 
                                  Day 6 
 
    Removal from the refinery subzone 119 barrels of residual oils to  
customs territory, equivalent to 40,000 pounds. 
    Since the operator uses the FIFO method of attribution, as the  
product is removed from the subzone, or consumed or lost within the  
subzone, attribution must be to the oldest feedstock available for  
attribution. Accordingly, the 40,000 pounds of residual oils will be  
attributed to 40,000 pounds of the PF Class II crude oil from Day 1-5. 
 
                                 Day 10 
 
    Transfer, into the refinery subzone, from one or more storage tanks  
4 barrels of domestic motor gasoline blend stock, equivalent to 1,000  
pounds to motor gasoline blending tank. 
 
                                Day 6-15 
 
    Transfer, into the refinery subzone, from one or more storage tanks  
into process 320 barrels of Domestic Class III crude oil, equivalent to  
100,000 pounds. 



 

 

 
                                 Day 16 
 
    Removal from the refinery subzone 14 barrels of asphalt to customs  
territory, equivalent to 5,000 pounds. 
    The 5,000 pounds of asphalt will be attributed to 5,000 pounds of PF  
Class II crude oil from Day 1-5. 
 
                                 Day 17 
 
    Removal from the refinery subzone, 324 barrels of motor gasoline to  
customs territory, equivalent to 81,000 pounds. 
    The 81,000 pounds of motor gasoline will be attributed to 1,000  
pounds of domestic motor gasoline blend stock from Day 10, to the  
remaining 5,000 pounds of PF Class II crude oil from Day 1-5 and 75,000  
pounds of domestic Class III crude oil from Day 6-15. 
 
                                Day 16-20 
 
    Transfer, into the refinery subzone, from one or more storage tanks  
into process 169 barrels of Privileged Foreign (PF) Class III crude oil,  
equivalent to 50,000 pounds. 
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                                 Day 22 
 
    Removal from the refinery subzone, 214 barrels of jet fuel for  
exportation, equivalent to 60,000 pounds. 
    The 60,000 pounds of jet fuel will be attributed to the remaining  
25,000 pounds of domestic Class III crude oil from Day 6-15 and 35,000  
pounds of PF Class III crude oil from Day 16-20. 
 
                                Day 21-25 
 
    Transfer, into the refinery subzone from one or more storage tanks  
into process, 143 barrels of domestic Class I crude oil, equivalent to  
50,000 pounds. 
 
                Day 30 (End of the Manufacturing Period) 
 
    It is determined that during the manufacturing period just ended,  
that 34 barrels of fuel, equivalent to 10,000 pounds was consumed, and 5  
barrels of oil, equivalent to 1,500 pounds was lost in the refining  
production process within the refinery subzone. 
    The 10,000 pounds of fuel consumed will be attributed 10,000 pounds  
of PF Class III crude oil from Day 16-20. The 1,500 pounds of oil lost  
in the refining production process will be attributed to 1,500 pounds of  
PF Class III crude oil from Day 16-20. The remaining 3,500 pounds of PF  
Class III crude oil from Day 16-20 will be the first to be attributed  
during the next manufacturing period. 
 
                     III. Relative Value Calculation 
 
    Because privileged foreign feedstocks transferred into process  
during Day 1-5 and Day 16-20 have two or more products attributed to  
them, each feedstock will require a relative value calculation. 
    Relative value calculation for UIN Day 1-5, 50,000 pounds,  
equivalent to 150 barrels. 
 



 

 

---------------------------------------------------------------------------- 
          D Product  E R.V.          G Dutiable 
  A Lbs  B BBLS  C $/BBL value Factor F R.V.BBL   BBL     
---------------------------------------------------------------------------- 
Residual oil...40,000   119    15.00   1,785   .9047      108      108 
Asphalt........ 5,000    14    13.00     182   .7840       11       11 
Motor gasoline. 5,000    20    26.00     520   1.5682      31       31 
   ----------------------------------------------------------- 
      Totals...50,000   153   .......  2,487   .......    150      150  
---------------------------------------------------------------------------- 
A=Pounds Attributed. 
B=Equivalent Barrels. 
C=Price of Product. 
D=B x C. 
E=C/(Total of Column D/Attributed Crude BBLS). 
Residual Oil RV Factor=15.00/(2,487/150)=.9047. 
F=B x E. 
G=Dutiable Barrels. 
 
    Since all products attributed to the 50,000 pounds (150 BBLS) of PF  
Class II crude entered customs territory duty equals $7.88  
(150 x .0525). 
    Feedstock factor calculation for UIN Day 16-20, 46,500 pounds  
equivalent to 157 barrels. 
 
---------------------------------------------------------------------------- 
       Product       Feedstock             Dutiable  
      Lbs     BBLS    $/BBL   value    factor    R.V. BBL   BBL     
---------------------------------------------------------------------------- 
Jet Fuel.... 35,000   125   27.00    3,375    1.1030      138        0 
Fuel........ 10,000    34   12.00      408    0.4902       17        0 
Consumed  
Process Loss. 1,500     5   12.00       60    0.4902        2        0 
  -------------------------------------------------------------------------- 
     Totals.  46,500  164   ......   3,843    ......      157        0 
---------------------------------------------------------------------------- 
 
    Since jet fuel was exported, no duty is applicable. Fuel consumed  
for refinery process was consumed within the subzone premises and did  
not enter customs territory, thus no duty is applicable (assume refinery  
not barred by duty-free consumption restriction). Likewise, the process  
loss occurred entirely within the subzone. Therefore, no duty is  
applicable. 
 
IV. Attribution to Privileged Foreign Feedstock; Relative Value; Monthly  
  Manufacturing Period, Weekly Entries, Attribution to a Prior Period;  
            Volume Loss or Gain Shown by Volume Differences. 
 
    An operator who elects to attribute on a monthly basis files the  
following estimated removal of final products for the first week in  
September: 
 
Jet Fuel (deemed exported on international flights)...........    20,000 
Gasoline--Domestic Consumption................................    15,000 
Duty-free certified as emergency war material.................    10,000 
Petroleum coke exportations...................................    10,000 
Distillate for consumption....................................     5,000 
Petrochemicals exported.......................................    10,000 
                                                                 -------- 
      Total removals..........................................    70,000 
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    Because it does not elect to make attributions for feedstocks that  
were charged to operating units during the same week, the operator  
attributes the estimated removals to final products made during August  
from the following feedstocks: 
 
Class II PF (privileged foreign) crude........................   20,000 
Class III PF crude............................................   35,000 
Class III D (domestic) crude..................................   20,000 
Class III NPF (nonprivileged foreign crude....................   20,000 
                                                               --------- 
                                                                 95,000 
                                                                         
 
    During August the operator produced from those feedstocks: 
 
Jet..........................................................     35,000 
Gasoline.....................................................     40,000 
Petroleum Coke...............................................     10,000 
Distillate...................................................      5,000 
Petrochemicals...............................................     15,000 
                                                               ---------- 
                                                                 105,000 
                                                                         
 
There is a gain of 105,000-95,000=10,000................................ 
 
    Using the tables in T.D. 66-16, the following choices are available  
for attribution: 
 
---------------------------------------------------------------------------- 
                                               Petrolum              Petro-   
                    Charged    Jet    Gasoline   coke   Distillate  chemical  
---------------------------------------------------------------------------- 
Class II PF Crude...20,000   13,000   17,200    4,400    17,200      5,000 
Class III PF Crude..35,000   24,500   31,850   14,000    31,150     10,150 
Class III D Crude...20,000   14,000   18,200    8,000    17,800      5,800 
Class III NPF Crude.20,000   14,000   18,200    8,000    17,800      5,800 
---------------------------------------------------------------------------- 
 
    Feedstock factors are calculated: 
 
---------------------------------------------------------------------------- 
                                   Value                   Feedstock  
                        Barrels      barrels         Value       factors   
---------------------------------------------------------------------------- 
Gasoline.............   40,000          $25        $1,000,000        .9117 
Jet Fuel.............   35,000           23           805,000        .8388 
Distillate...........    5,000           20           100,000        .7294 
Petroleum Coke.......   10,000           10           100,000        .3647 
Petrochemicals.......   15,000           40           600,000       1.4587 
                       ----------------------------------------------------- 
                       105,000       .......         2,605,000              
                       ----------------------------------------------------- 
Gain.................  -10,000                      $2,605,000  ...........  
                                                ---------------------------- 



 

 

      Total.......... \1\ 95,000                                        
(2)=$27.42 average value p/bbl                                              
---------------------------------------------------------------------------- 
 
    Using the feedstock factor the refiner makes the following  
attributions: 
 
                                                                         
                                                                         
                                                                         
Jet Fuel.........................       24,192  (20,291 feedstock        
                                                 attributed to Class III 
                                                 PF Crude).              
                                        10,808  Class III NPF Crude      
                                                 (attribution of 9066    
                                                 solely for purpose of   
                                                 accounting for the      
                                                 amount of NPF used).    
                                  -------------                          
                                        35,000                           
  Gasoline.......................        5,000  (4,559 feedstock         
                                                 attributed to Class III 
                                                 PF Crude).              
                                         5,000  Class III NPF Crude      
                                                 (attribution of 4599    
                                                 solely for purpose of   
                                                 accounting for the      
                                                 amount of NPF used).    
                                        15,000  (13,676 feedstock        
                                                 attributed to Class III 
                                                 D Crude).               
                                  -------------                          
Petroleum Coke...................        8,418  (3,070 feedstock         
                                                 attributed to Class II  
                                                 PF Crude).              
                                         1,582  Class III NPF Crude      
                                                 (attribution of 577     
                                                 solely for purposes of  
                                                 accounting for the      
                                                 amount of NPF used).    
                                  -------------                          
                                        10,000                           
Distillate.......................        5,000  (3,647 feedstock         
                                                 attributed to Class III 
                                                 Domestic).              
Petrochemicals...................        3,975  (5,800 feedstock         
                                                 attributed to Class III 
                                                 NPF Crude).             
                                         6,025  (8,789 feedstock         
                                                 attributed to Class III 
                                                 PF Crude).              
                                  -------------                          
                                        10,000                           
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   V. Weekly Entry, Weekly Manufacturing Period, and Relative Values  
Calculated on the Actual Weighted Average Values at the End of the Week. 



 

 

 
    On the weekly estimated production CF 3461, the refiner is required  
to provide a pro forma invoice or schedule showing the number of units  
of each type of merchandise to be removed during the week and their zone  
and dutiable values. For example, on CF 3461 the refiner estimates the  
following shipments and relative values for the next week and files this  
on the preceding Friday. 
 
---------------------------------------------------------------------------- 
                                             PF shipments      Value/barrel 
Product week 1                 (MBBLS)        (platts)         Total value  
---------------------------------------------------------------------------- 
Motor Gasoline...............  20,000           $35              $700,000 
Total Alkylate...............  25,000            35               875,000 
Heavy Reformate..............  60,000            35             2,100,000 
Reformer Feed................ 110,000            35             3,850,000 
Raffinates................... 200,000            35             7,000,000 
Jet Fuel..................... 200,000            35             7,000,000 
                             --------------                   ------------- 
      Total.................. 615,000        .............     $21,525,000 
--------------------------------------------------------------------------- 
 
    Attributed Feedstock--Class III Crude: 615,000@ $105=$64,575  
(estimated duties) 
    During that week the refiner actually removes the following products  
and reports those on the CF 7501 filed within 10 business days after the  
CF 3461 is filed. Column 3 is the actual ``weighted average'' value for  
the manufacturing period, therefore, no reconciliation is necessary. 
 
----------------------------------------------------------------------------- 
                2  PF     3 Value/ 4 Total   5  Relative 6 Feedstock  7 Liq. 
1  Product      Shipments barrel    value   value factor distribu.   duties 
                (mbbls)   wt.avg.) (2)x(3)   (3)/(8)     (5)x(2)   6)x(10)(9) 
----------------------------------------------------------------------------- 
Week 1:                                                                     
  Motor Gasoline.19,977  $35.70    $713,179   1.104545   22,065      $2,317 
  Total Alkylate.22,907   42.50     973,548   1.314935   30,121       3,163 
  Heavy Reformate.58,164  31.42   1,827,513    .972123   56,542       5,937 
  Reformer Feed.100,279   31.42   3,150,766    .972123   97,484      10,235 
  Raffinates....170,293   29.55   5,032,158    .914266  155,693      16,348 
  Jet Fuel......168,433   30.04   5,059,727    .929426  156,546      16,437 
----------------------------------------------------------------------------- 
      Total.....540,053 .......   16,756,891   .......  518,451      54,437 
                                                         (9)          (10) 
----------------------------------------------------------------------------- 
 
Class III Crude Consumed 518,451 x $.105 = $54,437...................... 
Volumetric Gain 21,602.................................................. 
Avg. Value/Barrel Crude Consumed=$16,756,891518,451=$32.321 (8). 
    This example shows volumetric gain of 21,602 mbbls. However, in that  
PF was requested, liquidated duties are only on actual feedstock (class  
III crude) used in the refining process. (518,451 @ $.105=$54,437). 
 
  VI. Weekly Entry, Monthly Manufacturing Period, and Relative Values  
   Calculated on the Actual Weighted Average Values at the End of the  
                                 Month. 
 
    For example, on the CF 3461 the refiner estimates the following  
shipments and relative values for the next week and files this on the  
preceding Friday. 



 

 

 
------------------------------------------------------------------------- 
                                              3 Value/                    
1 Product                 2 PF shipments      barrel       4 Total value 
                                              (mbbls)          (platts)   
------------------------------------------------------------------------- 
Week 1:                                                                  
    Motor Gasoline......... 20,000              $35             $700,000 
    Total Alkylate......... 25,000               35              875,000 
    Heavy Reformate........ 60,000               35            2,100,000 
    Reformer Feed......... 110,000               35            3,850,000 
    Raffinates............ 200,000               35            7,000,000 
    Jet Fuel.............. 200,000               35            7,000,000 
                          ----------------                   ------------ 
      Total............... 615,000        ..............      21,525,000 
------------------------------------------------------------------------- 
 
Attributed Feedstock--Class III Crude: 615,000 @ $.105=$64,575  
(estimated duties)...................................................... 
 
    During the week the refiner actually removes the following products  
and reports those on the CF 7501 filed within 10 business days after the  
CF 3461 is filed. The reported relative values may be an estimate based  
on Platts, prior period actual prices, or the refiner's transfer prices.  
For this example, the estimates are based on the refiner's actual  
transfer prices. Listed below are the data to be shown on the weekly CF  
7501s with actual quantities shipped and estimated values for weeks 1-5. 
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---------------------------------------------------------------------------- 
                2 PF    3 Value/ 4 Total  5 Relative   6 Feedstock  7 Liq 
 1 Product    shipments barrel    value   value factor  distrib.   duties (6) 
               (mbbls)  (est.)   (2)x(3)    (3)/(8)      (5)x(2)   x(10)(9) 
---------------------------------------------------------------------------- 
Week 1:                                                                     
Motor Gasoline..19,977  $35.70   $713,179  1.104545     22,065       $2,317 
Total Alkylate..22,907   42.50    973,548  1.314935     30,121        3,163 
Heavy Reformate.58,164   31.42  1,827,513   .972123     56,542        5,937 
Reformer Feed..100,279   31.42  3,150,766   .972123     97,484       10,235 
Raffinates.....170,293   29.55  5,032,158   .914266    155,693       16,348 
Jet Fuel.......168,433   30.04  5,059,727   .929426    156,546       16,437 
---------------------------------------------------------------------------- 
      Total....540,053  ...... 16,756,891  ........    518,451      $54,437 
                                                        (9)         (10) 
---------------------------------------------------------------------------- 
 
Class III Crude Consumed 518,451 x $.105=$54,437........................ 
Volumetric Gain 21,602.................................................. 
Avg. Value/Barrel Crude Consumed=$16,756,891518,451=$32.321 (8). 
 
 
---------------------------------------------------------------------------- 
                2  PF   3 Value/ 4 Total                           7 Liq  
1 Product     shipments  barrel   value    5 Relative 6 Feedstock  duties 
                (mbbls) (est.)                value     factor     distrib. 
---------------------------------------------------------------------------- 
Week 2:                                                                   



 

 

 Motor Gasoline..20,651  $36.90   $762,022   1.145429    23,654    $2,484 
 Total Alkylate..23,435   44.25  1,036,999   1.373584    32,190     3,380 
 Heavy Reformate.59,819   30.35  1,815,507    .942108    56,358     5,918 
 Reformer Feed..101,167   30.10  3,045,127    .934347    94,526     9,925 
 Raffinates.....172,317   29.30  5,048,888    .909514   156,726    16,456 
 Jet fuel.......165,291   30.70  5,074,434    .952972   157,519    16,539 
                ------------------------------------------------------------ 
   Total........542,680  ...... $16,782,977   ........  520,973   $54,702 
---------------------------------------------------------------------------- 
 
Class III Crude Consumed 520,973 x $.105 = $54,702...................... 
Volumetric Gain 21,707.................................................. 
Avg. Value/Barrel Crude Consumed = $32.215.............................. 
 
--------------------------------------------------------------------------- 
                 2  PF    3 Value/  4 Total                         7 Liq.  
 1 Product     shipments   barrel    value  5 Relative 6 Feedstock  duties 
                (mbbls)    (est.)              value     factor     distrib.  
---------------------------------------------------------------------------- 
Week 3:                                                                     
 Motor Gasoline..18,689   $34.90   $652,246   1.091819    20,405     $2,142 
 Total Alkylate..21,511    40.25    865,818   1.259190    27,087      2,844 
 Heavy Reformate.57,371    30.90   1,772,764   .966682    55,460      5,823 
 Reformer Feed...99,707    30.90   3,080,946   .966682    96,386     10,121 
 Raffinates.....168,112    29.65   4,984,521   .927577   155,938     16,374 
 Jet Fuel.......172,092    29.85   5,136,946   .933834   160,707     16,874 
---------------------------------------------------------------------------- 
  Total.........537,482  ....... $16,493,241 .........   515,983    $54,178 
---------------------------------------------------------------------------- 
 
Class III Crude Consumed 515,983  x $.105 = $54,178..................... 
Volumetric Gain 21,499.................................................. 
Avg. Value/Barrel Crude Consumed = $31.965.............................. 
 
--------------------------------------------------------------------------- 
                2  PF    3 Value/  4 Total                          7 Liq   
 1 Product     shipments barrel     value   5 Relative 6 Feedstock  duties 
                 (mbbls)  (est.)              value      factor     distrib.  
--------------------------------------------------------------------------- 
Week 4:                                                                    
 Motor Gasoline..21,905  $32.85   $719,579   1.027237     22,502    $2,363 
 Total Alkylate..22,552   38.75    873,890   1.211733     27,327     2,869 
 Heavy Reformate.58,116   29.60  1,720,234   0.925607     53,791     5,648 
 Reformer Feed..101,058   29.40  2,971,105   0.919353     92,908     9,755 
 Raffinates.....169,823   30.15  5,120,163   0.942806    160,110    16,812 
 Jet Fuel.......171,493   31.05  5,324,858   0.970949    166,511    17,484 
--------------------------------------------------------------------------- 
   Total....... 544,947  ..... $16,729,829  ..........   523,149   $54,931 
--------------------------------------------------------------------------- 
 
Class III Crude Consumed 523,149  x $.105 = $54,931..................... 
Gain 21,798............................................................. 
Avg. Value/Barrel Crude Consumed = $31.979 
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........................................................................ 
 
--------------------------------------------------------------------------- 
                2  PF    3 Value/   4 Total                          7 Liq  



 

 

 1 Product     shipments  barrel      value  5 Relative  6 Feedstock duties 
                (mbbls)   (est.)                value      factor    distrib 
---------------------------------------------------------------------------- 
Week 5:                                                                      
 Motor Gasoline.. 8,990   $37.25     $334,878   1.136260   10,215     $1,073 
 Total Alkylate.. 9,984    45.10      450,278   1.375713   13,735      1,442 
 Heavy Reformate.25,351    31.50      798,557   0.960864   24,360      2,558 
 Reformer Feed...43,492    31.35    1,363,474   0.956288   41,592      4,367 
 Raffinates......75,172    29.95    2,251,401   0.913583   68,677      7,211 
 Jet fuel........75,795    30.56    2,316,295   0.932190   70,654      7,418 
---------------------------------------------------------------------------- 
   Total.........238,784  ........ $7,514,883  .........  229,233    $24,069 
---------------------------------------------------------------------------- 
 
Class III Crude Consumed 229,233  x $.105 = $24,069..................... 
Gain 9,551.............................................................. 
Avg. Value/Barrel Crude Consumed = $32.783.............................. 
    As provided in the regulations, the refiner files an amended CF 7501  
for each week based on the refiner's actual weighted average values for  
the month, as shown below. 
 
------------------------------------------------------------------------ 
                                                                Value/   
                          Product                               barrel   
                                                               (MBBLS)   
------------------------------------------------------------------------ 
Month End:                                                               
    Motor Gasoline.........................................       $35.27 
    Total Alkylate.........................................        41.84 
    Heavy Reformate........................................        30.66 
    Reformer Feed..........................................        30.54 
    Raffinates.............................................        29.69 
    Jet Fuel...............................................        30.42 
------------------------------------------------------------------------ 
 
 
Reconciliation of Week 1 Using Month's End Actual Weighted Average Values 
---------------------------------------------------------------------------- 
          6 Feed- 7 Amended   
               2  PF    3  Value/  4  Total   5 Relative   stock   wt.avg.    
1  Product    shipments  barrel    value(2)x  value factor distri. duties 
               (mbbls)  (wt. avg.) actual(3)   (3)/(8)     (5)x(2)  (6)x   
                                                                    (10)(9)   
---------------------------------------------------------------------------- 
Motor Gasoline..19,977  $35.27    $704,589    1.095716     21,889     $2,298 
Total Alkylate..22,907   41.84     958,429    1.299823     29,775      3,126 
Heavy Reformate.58,164   30.66   1,783,308     .952499     55,401      5,817 
Reformer Feed..100,279   30.54   3,062,521     .948771     95,141      9,990 
Raffinates.....170,293   29.69   5,055,999     .922365    157,072     16,493 
Jet Fuel.......168,433   30.42   5,123,732     .945043    159,176     16,713 
---------------------------------------------------------------------------- 
    Total......540,053  .....  $16,688,578   .........    518,454     54,437 
                                                          (9)          (10) 
---------------------------------------------------------------------------- 
 
Class III Crude Consumed = 518,454  x  $.105 = $54,437.................. 
Volumetric Gain 21,599.................................................. 
Avg.Value/Bbl Crude Consumed = $16,688,578  518,454 = $32.189  
(8)..................................................................... 
 



 

 

    Note: No change in amended total duties, because duty is computed on  
total quantity of class III crude used. The difference is amongst the  
various products, i.e., estimated weekly CF 7501 duties paid for Motor  
Gasoline was $2,317, while the reconciled amount as shown above is  
$2,298. Additional duties owed or refunds due would depend on the  
reconciliation of the weekly entry as an entirety. 
 
    VII. Weekly entry, monthly manufacturing period, relative values  
   calculated on prior manufacturing period's actual weighted average  
        values. The prior period (PP) values are set forth below: 
 
------------------------------------------------------------------------ 
                                                           Value/Barrel  
                         Product                            (wt. avg.)   
------------------------------------------------------------------------ 
Motor Gasoline..........................................     Sec.  35.28 
Total Alkylate..........................................           41.90 
Heavy Reformate.........................................           31.78 
Reformer Feed...........................................           30.02 
Raffinates..............................................           31.10 
Jet Fuel................................................           28.80 
------------------------------------------------------------------ 
 
    Thereafter, the information provided or both the CF 3461 and CF 7501  
filed for each weekly entry with respect to relative values would remain  
the same. The only estimated amount would be the quantity to be removed  
on the CF 3461 as shown 
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below. On the CF 3461 the refiner estimates the following shipments and  
uses a prior manufacturing period's actual weighted average values. 
 
--------------------------------------------------------------------------- 
                                  2  PF         3  Value/                   
  1  Product                    shipments     barrel  (PP)      4  Total    
                                 (mbbls)       (wt. avg.)         value     
--------------------------------------------------------------------------- 
Week 1                                                                      
    Motor Gasoline............       20,000          $35.28        $705,600 
    Total Alkylate............       25,000           41.90       1,047,500 
    Heavy Reformate...........       60,000           31.78       1,906,800 
    Reformer Feed.............      110,000           30.02       3,302,200 
    Raffinates................      200,000           31.10       6,220,000 
    Jet Fuel..................      200,000           28.80       5,760,000 
                              ---------------------------------------------- 
      Total...................      615,000  ..............      18,942,100 
---------------------------------------------------------------------------- 
 
Attributed Feedstock--Class III Crude: 615,000 @ $.105 = $64,575  
(estimated duties)...................................................... 
 
    On the CF 7501, the refiner reports the following shipments and uses  
a prior manufacturing period's actual average values. 
 
--------------------------------------------------------------------------- 
                                              5 Relative            7 Liq.    
                2  PF   3 Value/  4 Total     distri.    Feedstock  duties  
1  Product    shipments  barrel   (PP)Value   factor     (5)x(2)    (6)x      
               (mbbls)  (wt.avg.)  (2)x(3)    (3)/(8)               (10) (9) 



 

 

--------------------------------------------------------------------------- 
Week 1:                                                                    
Motor Gasoline..19,977  $35.28    $704,789   1.097219      21,919   $2,902 
Total Alkylate..22,907   41.90     959,803   1.303104      29,850    3,134 
Heavy Reformate.58,164   31.78   1,848,452    .988368      57,486    6,036 
Reformer Feed..100,279   30.02   3,010,376    .933632      93,623    9,830 
Raffinates.....170,293   31.10   5,296,112    .967220     164,710   17,295 
Jet Fuel.......168,433   28.80   4,850,870    .895689     150,863   15,840 
--------------------------------------------------------------------------- 
      Total....540,053  ...... $16,670,402  .........     518,451  $54,437 
                                                           (9)       (10) 
--------------------------------------------------------------------------- 
 
Class III Crude Used 518,451  x  $.105 = $54,437........................ 
Volumetric Gain 21,602.................................................. 
Avg. Value/Barrel Crude Used = $16,670,402  518,451 = $32.154  
(8)..................................................................... 
 
------------------------------------------------------------------------- 
                                             5 Relative            7 Liq.    
               2  PF   3 Value/  4  Total    Value      Feedstock  duties  
1  Product   shipments  barrel   (PP) value  factor     distri.    (6)x   
              (mbbls)  (wt.avg.) (2)x(3)     (3)/(8)    (5)x(2)    (10) (9) 
------------------------------------------------------------------------- 
Week 2:                                                                   
Motor Gasoline..20,651  $35.28    $728,567   1.096128    22,636    $2,377 
Total Alkylate..23,435   41.90     981,926   1.301808    30,508     3,203 
Heavy Reformate.59,819   31.78   1,901,048    .987386    59,064     6,202 
Reformer Feed..101,167   30.02   3,037,033    .932704    94,359     9,908 
Raffinates.....172,317   31.10   5,359,059    .966259   166,503    17,483 
Jet Fuel.......165,291   28.80   4,760,381    .894799   147,903    15,529 
------------------------------------------------------------------------- 
     Total....542,680  ....... 16,768,014   ........    520,973    54,702 
------------------------------------------------------------------------- 
 
Class III Crude Used 520,973 x $.105=$54,702............................ 
Volumetric Gain 21,707.................................................. 
Avg. Value/Barrel Crude Used=$32.186.................................... 
 
-------------------------------------------------------------------------- 
                                  4 Total   5 Relative             7 Liq.    
             2 PF      3 Value/   (PP)      Value       Feedstock  duties  
1  Product   shipments  barrel    value     factor      distri.    (6)x   
             (mbbls)   (wt.avg.)  (2)x(3)   (3)/(8)     (5)x(2)    (10) (9) 
-------------------------------------------------------------------------- 
Week 3:                                                                    
Motor Gasoline..18,689  $35.28   $659,348   1.099168     20,542    $2,157 
Total Alkylate..21,511   41.90    901,311   1.305418     28,081     2,948 
Heavy Reformate.57,371   31.78  1,823,250    .990124     56,803     5,964 
Reformer Feed...99,707   30.02  2,993,204    .935290     93,254     9,792 
Raffinates.....168,112   31.10  5,228,283    .968938    162,889    17,103 
Jet Fuel.......172,092   28.80  4,956,250    .897280    154,414    16,214 
-------------------------------------------------------------------------- 
      Total....537,482  ...... 16,561,646   ........    515,983    54,178 
-------------------------------------------------------------------------- 
 
Class III Crude Used 515,983 x $.105=$54,178............................ 
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Volumetric Gain 21,499.................................................. 
Avg. Value/Barrel Crude Used=$32.097.................................... 
 
-------------------------------------------------------------------------- 
                                  4 Total    5 Relative            7 Liq.    
               2 PF     3 Value/  (PP)       Value      Feedstock  duties 
1  Product    shipments  barrel   value      factor     distri.    (6)x    
              (mbbls)  (wt.avg.)  (2)x(3)    (3)/(8)    (5)x(2)    (10) (9) 
-------------------------------------------------------------------------- 
Week 4:                                                                    
Motor Gasoline..21,905  $35.28   $772,808   1.097390    24,038     $2,524 
Total Alkylate..22,552   41.90    944,929   1.303306    29,391      3,086 
Heavy Reformate.58,116   31.78  1,846,926    .988522    57,447      6,032 
Reformer Feed..101,058   30.02  3,033,761    .933777    94,365      9,908 
Raffinates.....169,823   31.10  5,281,495    .967371   164,281     17,250 
Jet Fuel.......171,493   28.80  4,938,998    .895829   153,627     16,131 
-------------------------------------------------------------------------- 
      Total....544,947  ...... 16,818,917  ........    523,149     54,931 
-------------------------------------------------------------------------- 
 
Class III Crude Used 523,149 x $.105=$54,931............................ 
Volumetric Gain 21,798.................................................. 
Avg. Value/Barrel Crude Used=$32.149.................................... 
 
-------------------------------------------------------------------------- 
                                  4 Total   5 Relative              7 Liq.    
               2 PF     3 Value/  (PP)      Value        Feedstock  duties 
1  Product   shipments  barrel    value     factor       distri.    (6)x   
               (mbbls) (wt.avg.)  (2)x(3)   (3)/(8)      (5)x(2)    (10) (9) 
-------------------------------------------------------------------------- 
Week 5:                                                                    
Motor Gasoline...8,990  $35.28    $317,167   1.097698     9,868     $1,036 
Total Alkylate...9,984   41.90     418,330   1.303671    13,016      1,367 
Heavy Reformate.25,351   31.78     805,655    .988799    25,067      2,632 
Reformer Feed...43,492   30.02   1,305,630    .934039    40,623      4,265 
Raffinates......75,172   31.10   2,337,849    .967642    72,740      7,638 
Jet Fuel........75,795   28.80   2,182,896    .896080    67,919      7,131 
-------------------------------------------------------------------------- 
      Total....238,784  ........ 7,367,527  .........  229,233     24,069 
-------------------------------------------------------------------------- 
 
Class III Crude Used 229,233 x $.105=$24,069............................ 
Volumetric Gain 9,551................................................... 
Avg. Value/Barrel Crude Used=$32.14..................................... 
 
    At the end of the month, the refiner must calculate its actual  
weighted average values for use in the subsequent period. 
 
  Reconciliation of Relative Value for the Subsequent Period                 
--------------------------------------------------------------------------- 
                                  4 Total     5 Relative            7 Liq.    
               2 PF     3 Value/  (PP)        Value       Feedstock duties  
1  Product   shipments  barrel    value       factor      distri.   (6)x    
               (mbbls) (wt.avg.)  (2)x(3)     (3)/(8)     (5)x(2)   (10) (9) 
--------------------------------------------------------------------------- 
Month End:                                                                  
Motor Gasoline...90,212  $35.27   $3,181,777  1.095682      98,844  $10,379 
Total Alkylate..100,389   41.84    4,200,276  1.299783     130,484   13,701 
Heavy Reformate.258,821   30.66    7,935,452   .952470     246,519   25,885 
Reformer Feed...445,703   30.54   13,611,770   .948742     422,857   44,400 



 

 

Raffinates......755,717   29.69   22,437,238   .922336     697,025   73,188 
Jet Fuel........753,104   30.42   22,909,424   .945014     711,694   74,726 
--------------------------------------------------------------------------- 
      Total...2,403,946  ........ 74,275,937  ........  2,307,423   242,279 
                                                         (9)          (10) 
--------------------------------------------------------------------------- 
 
Class III Crude Used 2,307,423 x $.105=$242,279......................... 
Volumetric Gain 96,523.................................................. 
Avg. Value/Barrel Crude Used=$74,275,9372,307,423=$32.19 (8).... 
 
    Note: Actual monthly reconciliation data could result in  
attributions on a product basis that are less than or greater than  
weekly distributions. This is due to the ``weighing'' of the data i.e.,  
motor gasoline on a weekly basis was $10,996 as compared to $10,379 as  
above. No additional duties are due to the averaging. 
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