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.



2301 Airport Drive
Grand Forks, ND 58203
701-795-6981
701-795-6979 fax

W !

February 27, 2015

Mr. Andrew McGilvray

Executive Secretary/Staff Director
Foreign-Trade Zone Board

United States Department of Commerce
1401 Constitution Ave., NW, Room 21013
Washington, D.C. 20230

RE: Letter Dated February 5, 2015

Dear Mr. McGilvray:

Please find the attached, Board Approved rates and charges for Foreign Trade Zone 103 as requested
per your letter dated February 5, 2015.

We have also met with the North Dakota Office of Foreign Trade and are working on a plan to partner
with Grand Forks County and the Grand Forks Region Economic Development Corporation (EDC) to
improve our Foreign Trade Zone. We had a collaborative meeting on February 27, 2015 and the ND
Foreign Trade office is going to work with us to review consultants for update of our application.
Future discussions will be had on the partnership levels of the EDC and County.

Grand Forks is just starting what is a new venture of Unmanned Aircraft and feel there are real
opportunity to utilize the Foreign Trade Zone with future businesses that are interested in our new
development area called Grand Skies. Northrup Grumman will soon sign to anchor the park located
seven miles west of the Grand Forks International Airport on the Grand Forks Air Force Base.

We look forward to working with your office for future improvements to Foreign Trade Zone 103.

Sincerely,

Patrick B. Dame, C.M.
Executive Director

Attachment



RATES AND CHARGES FOR FOREIGN-TRADE ZONE USE

The following fees may be due and payable to the Grantee, and may change from time to
time upon approval by the Grand Forks Regional Airport Authority Board of Directors:

General Purpose Zone Fees:
Application Fees

Annual Fees

Subzone Fees:
Application Fees

Annual Fees

Operator Annual Fees:

New Site / Activation
Expansion of Zone
Boundary Modification
Manufacturing Authority

Up to 10 Acres
Additional Acres (per acre)

New Site / Activation
Expansion of Zone
Boundary Modification
Manufacturing Authority

Mfg. Operations
Distribution Ops.

GPZ User / Operator
GFRAA as Operator
Subzone User / Operator
GPZ Warehouse Operator
Third Party Operator

$3,000
$3,000
$3,000
$3,000

Active Site

Non-Active Site

$2,500
$300

$5,000
$3,000
$3,000
$3,000

Active Site

$5,000
$400

Non-Active Site

$5,000
$4,000

n/a
n/a
n/a
$2,500
$5,000

$2,500
$2,500

Note: Grantee Fees do not cover the actual preparation of the various applications.
Users/Operators are responsible for all fees that are payable directly to the F TZ Board and any
consultants used for completing the appropriate applications. Additional FTZ Board, Customs &
Border Protection, and User fees to Operators may apply.
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Summary Descriptions:

Application Eee — covers Grantee expenses for obtaining the necessary approvals/resolutions
for the submission of the Application to the FTZ Board and any support required in the
Application process. '

Activation Fee — covers Grantee expenses for preparation and processing of the Operating
Agreement, providing the Grantee Concurrence Letter to Customs, and any necessary Grantee
support required in the Customs Activation Process.

Annual Fee — covers Grantee expenses associated with oversight of the Zone Project,
maintenance of common areas and utilities within the zone, marketing, promoting the Project,
and submission of the Annual Report to the FTZ Board.

Operator Fee — covers Grantee expenses for monitoring of Operator activity and Project
oversight.

Detail Descriptions & Rates:

Application Fee: An application fee will be assessed to an Applicant (Property Owner,
Operator, Subzone User) when the Grantee must request approval from the Foreign-Trade
Zones Board for (a) expansion to include new Zone space or a new Zone Site, (b) boundary
modification to accommodate expanded operations, (c) for manufacturing authority of scope
requests, and (d) for Subzone designation.

The fee covers Grantee expenses for obtaining the necessary approvals/resolutions of the
Applications, submission to the Foreign-Trade Zones Board, and support services required in
the approval process. The fee does not include actual preparation of Applications or requests or
fees assessed by the Foreign-Trade Zones Board. The fee is based on the following schedule:

Expansion Application $3,000, Boundary Modification $3,000
Manufacturing Request $3,000 Subzone Application $5,000

All fees are payable in advance of application requests, with the exception of a Subzone
application, which requires $2,500 to be paid in advance and $2,500 payable upon FTZ Board

approval.

Application Preparation Fee: The Applicant firm will be responsible for any/all fees necessary
for the Grantee to prepare any Application(s) for submission to the FTZ Board including
professional fees of any consultants deemed necessary by the Grantee to assist with the

preparation of the Application(s).

Activation Fee: An activation fee will be charged to a User when seeking to Activate any Zone
Site (including Subzones). The fee covers Grantee expenses for the preparation and processing
of the Operator Agreement, providing the Grantee concurrence letter to Customs and Border
Protection, and review of Activation and operations procedures. The fee does hot include
preparation of actual Activation request, Procedures Manual, or other documents required by
Customs regulations. This fee shall be waived for Applicants who have also paid the Application
Fee, and activate the property immediately upon approval as a Zone site by the FTZ Board.

The Activation fee is $2,500, payable in advance of requesting Activation from Customs.

Annual GPZ Fee: For purposes of the General Purpose Zone Annual Fee, property with FTZ
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designation shall be categorized as an activated FTZ Site or a non-activated FTZ Site. The
activated FTZ Site category shall apply to any property that is being used, in whole or in part, by
a business that has, through Customs and Border Protection, Activated a portion of the property
and thereafter continuously and actively uses the activated area to engage in foreign
commerce. The Non-Activated FTZ Site fee shall apply to any property located within the
boundaries of FTZ No. 103 that has not Activated the site with Customs and Border Protection.

There shall be an annual fee applied to all property designated with Foreign-Trade Zone status
within Foreign-Trade Zone No. 103, except for those properties that are specifically exempted
herein. The annual fee covers the administration of the Zone Project by the Grantee,
preparation of the annual report to the Foreign-Trade Zones Board, marketing and promotion of
the Zone Project, resolutions, coordination with Customs and Border Protection and economic
development agencies, and support services for the Grantee staff.

The party leasing the land or FTZ User, shall be responsible for payment of the annual fee. The
party leasing the land or facility with GPZ designation is responsible for the annual fee for
activated and non-activated GPZ or FTSZ Sites. Combination or multiuse facilities or sites, such
as warehouse or manufacturing facilities containing offices in a multiuse facility, shall be subject
to the Annual User Fee for the entire site. Property sites, on which more than one building is
located, shall be charged a single user fee. A property site shall be defined as that area covered
by the deed for the property. A property that becomes eligible for the Activated Zone User Fee
during the calendar year shall have its fee for the year recalculated on a prorated basis and
shall be given a credit against the fee due for the following calendar year.

The Annual User Fee shall be based upon the parcel size of the leased property as outlined
below.

Parcel Size Activated Zone Non-Activated
Users Users
Up to10 acres: $2,500 $5,000
Over 10 acres: (Per Acre) $300 $400

Aeronautical Use Exception:
The Annual GPZ User Fee shall not be applicable to developed airside / aeronautical use land

at Grand Forks International provided that all the following requirements are met:
1. The land and/or building is leased from GFRAA; and

2. The land and buildings are used for aeronautical use or aeronautical support activity,
including office, education, medical, restaurant, or hotel facilities.

3. No portion of the building thereon is an activated foreign-trade zone site.

A Grand Forks International Airport airside property that is an activated FTZ site shall pay the
applicable GPZ Annual User Fee.

Aeronautical use or aeronautical support activities are defined as airline operations, ground
handling, airplane fueling, aircraft maintenance and repair, avionics installation and repair,
aircraft or aircraft components manufacturing, aircraft storage, terminal services, aircraft and
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aircraft parts sales, and those companies who directly, or through an agent, charter all or a
portion of an aircraft that enplanes and/or deplanes cargo at the Grand Forks International
Airport. To qualify for this aeronautical use or aeronautical support exemption, substantial use
must be made of airport facilities on a regular, recurring basis. The aeronautical use or
aeronautical support activity exemption shall terminate and the GPZ Annual User Fee shall be
payable when GFRAA determines that substantial aeronautical use of airport facilities on a
regular, recurring basis no longer exists. In the case of multi-tenant buildings, all tenants must
qualify for the aeronautical use or aeronautical support activity exemption or the GPZ Annual
User Fee shall be applicable.

In all areas of the GPZ, the Annual User Fee shall not be applicable to developed sites that are
used exclusively for office, education, daycare, medical, restaurant, or hotel facilities.
Combination or multiuse facilities or sites, such as warehouse or manufacturing facilities
containing offices or a daycare in a multiuse facility, shall be subject to the Annual User Fee for
the entire site.

Annual Subzone (or other zone site not located within the GPZ) Fee: shall be due and payable
within thirty days of the date the Subzone is approved by the FTZB, and shall be payable on the
anniversary date of the Subzone's approval thereafter.

If a Subzone is approved by the FTZB, but due to changes in the User's business and/or the US
trade agreements and tariff schedules it is ho longer economically feasible for the User o
activate, and yet the User wants to continue its Subzone status, the fee while the User remains
in this escrow status will be $5,000 annually. If conditions change yet again and the User
decides it is once again economically feasible {o activate, upon submission of the application for
activation to Customs, User shall pay to the GFRAA the entire annual fee that would have been
due for the prior 12 month period plus the fee for the current annual period under the normal
Subzone annual fee schedule set forth above. A credit will be given for any escrow fees already
paid for either annual period. While in escrow status, User must agree that they will not attempt
to secure any Subzone benefits, including inventory tax abatement.

Subzone Annual Fee Activated Subzone User ~ Non-Activated Subzone

User
Manufacturing Operations $5,000.00 $2,500
Distribution Operations $4,000.00 $2,500

Operator Fee:
There shall be an annual Operator's Fee which shall apply to individuals or companies

authorized to act as an FTZ Operator within FTZ No. 103. The Operator shall pay the Grantee
an Annual Operator's Fee in accordance with the following schedule:

User Operator - No Annual Fee
A company that (1) owns or leases a building or a portion thereof that is located within the GPZ

and for whose property an Annual User Fee has been assessed and paid, and (2) serves as an
FTZ Operator for its own business pursuant to an Operator Agreement with GFRAA and

Customs approval.

Warehouse Operator - $2,000 Annual Fee
A company that (1) owns or leases a building or a portion thereof that is located within the GPZ
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and for whose property an Annual User Fee has been assessed and paid, (2) provides
warehogse space fo unrelated companies, and (3) conducts FTZ operations for those
compan;es within that space pursuant to an Operator Agreement with GFRAA and Customs
approval.

Third Party Operator - $5,000 Annual Fee

A company that (1) does not own or lease a building or a portion thereof that is located within
the GPZ, but (2) pursuant to an Operator Agreement with GFRAA and Customs approval,
provides FTZ operator services to unrelated companies conducting FTZ activities in the GPZ in
the User's space or in the warehouse space of a third party.

GFRAA Operator - No Annual Fee
The Grantee may serve as an Operator on behalf of unrelated companies.

Subzone Operator - No Annual Fee
A company that has been granted FTZ Subzone designation for its facility and serves as the
Operator for the Subzone.

The Operator's Fee shall become effective and payable on the date the Operator's Agreement
is executed with the GFRAA. If the agreement is executed after the first of the year, the
payment for that year shall be prorated based upon the number of months and days remaining
in the year. Payments for subsequent years shall be due, in full, on January 31.

Payee:

All payments shall be made to “Grand Forks Regional Airport Authority”. For Activated Sites, the
annual fee shall be due and payable within thirty days of the date of Activation by Customs and
Border Protection, and shall be payable on January 1 of subsequent years thereafter.

Late Fee: $100 per day. All Operators are required to submit sufficient data to the Grantee in
order for the Grantee to timely file the required Annual Report with the FTZ Board. Operator
data is required to cover the period October 1 thru September 30 of each year. In the event that
such required data for the Grantee is not received by November 30th of each year, there shall
be a $100 per day late fee until the necessary documentation has been received by the
Grantee. This late fee is apart from and in addition to the obligation to reimburse the Grantee for
any fine imposed upon Grantee for a late or incomplete Annual Report caused by the Operator.

Note:
In the event Grantee’s staff time or out-of-pocket costs exceed what is normal and customary to

process similar requests, the Grantee reserves the right to charge the applicant, upon
reasonable notice, an additional amount in addition to the applicable fees identified in this
Schedule in consideration of such excess administrative or out-of-pocket costs.
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Foreign Trade Zone Board Fees:
Zone Applications submitted to the Foreign-Trade Zones Board must be accompanied with a
check in the following amount [15 C.F.R. §400.29]:

1. Additional General Purpose Zones [15 C.F.R. §400.24] $3,200
2. Special Purpose Subzones [15 C.F.R. §400.25]
a. Non-Manufacturing/processing or less than three $4,000
b. Manufacturing/processing three or more products $6,500
3. Expansions [15 C.F.R. §400.26(b)] $1,600

Foreign Trade Zones Board fees are payable by the Applicant of the appropriate site as
described in 1, 2, and 3 above. The Grantee is not liable for Foreign-Trade Zones Board fees.
Note that no fees are payable to the Foreign-Trade Zones Board for Boundary Modifications.

These fees are provided for informational purposes only, and are subject to change by the
FTZB without notice. Any fees imposed by the Board in the future, for authorization relating to a
particular property or User, such as for a minor boundary modification or manufacturing
authorization, will be payable by the User or property tenant.




APPENDIX B

OPERATOR RATES AND CHARGES

To be completed upon assignment of Zone Operator
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supplements for inclusion in the Manual upon release. This Manual is intended to be
maintained with current information to better serve all parties.

Customs welcomes any suggestions from readers as to any additions, corrections, or
deletions to improve this Manual. Please forward any correspondence concerning the
Manual to: Commissioner of Customs, U.S. Customs Service, 1300 Pennsylvania Avenue
NW, Washington, D.C. 20229.






intended only as a convenient compilation of the reference material cited in Section 1.3
of this manual, and of Customs policies and procedures included, or previously
included, in the Customs Issuance System.

1.3 Referenced Material - Some portions of this Manual are taken directly from the
Foreign-Trade Zones Act, the Foreign-Trade Zone Regulations, the Tariff Act, the
Customs Regulations, and other sources. In other cases, the Manual
paraphrases the appropriate regulation for clearer understanding. However, in
all cases, the applicable reference will be cited accordingly. The reader may
wish to review the referenced citation before taking any definitive action on a
particular matter. The references contain abbreviations as follows:

Abbr. Reference

CD Customs Directive

CFR Code of Federal Regulations

CR Customs Regulations (Title 19 CFR)

CsD Customs Legal Decision published in Customs Bulletin

FR Federal Register

FTZA Foreign-Trade Zones Act of 1934, as amended (19 USC 81a-81u)

FTZM Foreign-Trade Zone Manual

FTZO Foreign-Trade Zone Board Order

FTZR Foreign-Trade Zone Regulations (15 CFR Part 400)

HQ. Ltr. Unpublished Customs Headquarters Letter

HTS Harmonized Tariff Schedule of the U.S.

HQR Published Headquarters Rulings

LD Unpublished Customs Legal Determination

MS Customs Manual Supplement

OCOD Office of Commercial Operations Decision published in Customs
Bulletin

PL Public Law

Slip Op Slip Opinion of the Court

TA Tariff Act of 1930, as amended (Title 19 USC and 18 USC 541-552)

TD Treasury Decision published in Customs Bulletin

usc United States Code

UST United States Treaties in Force






procedures conflict with service-wide procedures and/or this Manual, operators and users
are invited to identify the conflict to Customs Headquarters, Office of Field Operations, for
resolution, or request that the port resolve the matter through an Internal Advice procedure
under 19 CFR 177.11. Zone users are also encouraged to confer with their grantees
and/or operators to ensure that issues of conflict are not simple misunderstandings.

1.10 Automated Procedures - Certain activity involving zones utilize federal agency
automated procedures. The U.S. Census Bureau maintains automated procedures for the
monthly direct transmittal of CF 214 data. If they are approved for direct transmission of
data to the Census Bureau zone operators may be eligible for blanket CF 214 (19 CFR
146.32(d)) procedures or for cumulative CF 214 (19 CFR 146.40(c)(1)) if approved for
direct delivery. If these procedures are utilized notification to Customs is required by
marking Box 14 of the CF 214 document. Customs entries for merchandise transferred to
the Customs territory may utilize the Customs ABI/ACH System. The CF 7501 may be
utilized for Customs entry with the entry being treated as a live entry. (Entry summary filed
at the time of entry with estimated duties attached or electronic payment). Customs
continues to encourage zone operators and users to develop and implement automated
systems which are effective in reducing unnecessary paperwork, simplifying procedures,
and reducing the need for direct Customs supervision, consistent with maintaining the
integrity of audit-inspection supervision and which are within the confines of the Customs
regulations. However, users and operators must understand that those procedures may
be superseded by future automation efforts developed by Customs. The use of such
automated systems permits, in some cases, greater exercise of Port Director discretion to
supplement and amplify service-wide procedures.






(2) Significance of Customs Regulations - The Secretary of the Treasury has
authority to prescribe rules and regulations for zones concerning protection
of the revenue. (19 USC 81c, 81a and 81o(b)). This authority has been
carried out through the Customs Regulations (19 CFR Part 146).

(d) Other Federal Laws - Since the FTZA specifically excludes, under certain
circumstances, only the application of Customs laws, most other federal laws are
applicable in zones, such as those affecting public health, immigration, labor,
welfare, and income tax. Many laws and regulations governing exportation which
are enforced by Customs are applicable in zones, such as those in 15 CFR Parts
772 and 773 and in 22 CFR Parts 121 through 130 (see Section 9.12(2)(b) FTZM).
Furthermore, various Federal regulations may be applicable to zones, many of them
dealing with specific kinds of merchandise or activities concerning merchandise in
zones. The Board shall cooperate with Customs and such other Federal agencies
that have jurisdiction in ports of entry. (19 USC 81i and 15 CFR 400.12(e)). All FTZ
participants should carefully consider the impact of Federal Agency laws. Federal
agencies with the most direct involvement with zones include Bureau of Alcohol,
Tobacco and Firearms (BATF); Federal Communications Commission (FCC);
Environmental Protection Agency (EPA); Food and Drug Administration (FDA);
Department of Agriculture (USDA); and Fish and Wildlife Service (USF&W). All
such agencies normally have specific regulations, guidelines, etc. that directly relate
to zone activity.

(e) State and Local Laws and Regulations - Generally, state and local laws are
applicable in zones, except to the extent they are preempted by Federal laws or the
constitution. The Board is directed to cooperate with the state, subdivision, and
municipality in which a zone is located in the exercise of their police, sanitary, and
other powers in connection with the zone. (19 USC 81i and 15 CFR 400.41).

(1) Commerce Clause of the Constitution - The Constitution reserves to
Congress the power to regulate commerce with foreign nations (Article |,
Section 8, Clause 3, U.S. Constitution) and prohibits states from levying
duties on imports and exports (Article 1, Section 10, Clause 2, U.S.
Constitution). State laws and regulations are not applicable in foreign-trade
zones to the extent that they would contravene the Constitution and federal
laws under the Constitution. Federal law may implicitly preempt state law to
the extent that state law conflicts with federal regulations. To the extent that
a state law would encumber ease of |egal transshipment through a
foreign-trade zone by requiring unnecessary regulation of goods in which the
state has no interest, the law frustrates the goal of the FTZA to facilitate use
of United States ports for the legal transshipment of goods in foreign
commerce. [3M Health Care, Ltd. v. Grant, 908 F.2d 818 (11th Cir. 1990)].






(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 15 CFR Pt. 400;

(4)  Make determinations on matters requiring Board decisions under 15
CFR Pt. 400;

(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
Zone 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 Foreign-Trade Zones 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) Presidential Direction to Furnish Records - The President may direct Federal
agencies to cooperate with the Board to facilitate Board investigations and duties in
the establishment, operation, and maintenance of zones. (19 USC 81j). Through
Executive Order 7104, the President did direct that Federal agencies furnish
records and detail officers as may be required by the Board.

(c) Committee of Alternates - The Secretaries of Commerce and Treasury have
rarely, if ever, convened in person to conduct Board business. Instead, they are
authorized to appoint alternates authorized to act in an official capacity for them.
(15 CFR 400.11(c)). The secretaries or their alternates meet periodically as
necessary to consider policy issues involving the Board. However, routine official
Board business is conducted by memoranda and other correspondence circulated
among the alternates.






Board beyond that conferred by the FTZR or Board Order. However,
the Executive Secretary usually relies on the Port Director's advice on
local zone matters. C.D. 089-3210-025.

(3) Customs Neutrality Policy - Consistent with its role as a law enforcement
agency, it is the policy of the Customs Service to neither encourage nor
discourage the establishment or the use of foreign-trade zones. Customs
officers are not authorized to advise any party whether to use one zone in
preference to another, or to use a zone at all instead of another facility or
administrative mechanism in the Customs territory.

(f) Other Agencies - Since the Board and other Federal agencies are directed to
cooperate with one another (19 USC 81i and 81j), zone operators and users may
expect to deal with a number of agencies, other than Customs, concerning
merchandise or activities in the zone falling within their jurisdiction.

2.3 Grantee, Operator, and User Duties and Responsibilities - The Foreign-Trade Zones
Board does not own or operate any zones. Rather, it provides grants of authority to
applicants to establish, operate, and maintain zones. The grantee may execute a contract
with another party, usually in the private sector, for the operational management of the
zone. Various tenants may lease space or construct buildings in the zone and physically
manage their operations in the buildings, while others may pay a zone operator a fee for
handling their merchandise and performing related services.

(a) Grantees - A grantee is a public or private corporation, as defined in section
400.2, Title 15, Code of Federal Regulations, to which the privilege of establishing,
operating, or maintaining a foreign-trade zone project has been given. The principal
responsibilities of a grantee are to:

(1) provide and maintain facilities in connection with a zone according to the
provisions of 19 USC 811

(2) operate the zone as a public utility with fair and reasonable rates and
charges for all zone services and privileges, and afford to all who apply for
the use of the zone and its facilities and provide uniform treatment under like
conditions, in accordance with 19 USC 81n and 15 CFR 400.42(b);

(3) make to the Board annually, and at such other times as it may prescribe,
reports containing such information as the Board may require (19 USC 81p
(b) and 15 CFR 400.46(d));

(4) maintain books, records, and accounts in accordance with the provisions
of 15 CFR 400.46(a), (b);
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interest test in 15 CFR 400.23(b). Subzones were originally authorized in 1952 under
FTZO 29, and the courts have approved subzone designations. See,e.g., Armco Steel v.
Stans, 431 F2d 779 (2d Cir. 1970).

2.5 Vessels and Other Carriers - Vessels and carriers entering and leaving a zone are
subject to the laws of the United States, except as otherwise provided in the FTZA.
Vessels leaving a zone and arriving in the Customs territory are subject to regulation under
Title 19 CFR Part 4 to protect the revenue and carry out laws concerning navigation.
Foreign-flag vessels are not permitted to carry goods shipped from one zone to another
zone or port or points within the zone in the protected U.S. coastwise trade. (19 USC 81e
and 19 CFR 146.12(b)). Through the operation of 19 USC 1644a, the foregoing vessel
provisions are applicable also to aircraft entering and leaving a zone. The docking,
loading, and unloading facilities of a zone are intended primarily for the use of vessels,
aircraft, and vehicles loading or unloading zone merchandise. Their use for other
purposes may be terminated if found to endanger the revenue or impede the primary use
of the facility. (19 CFR 146.12(a)).

(a) Movement of Zone Merchandise - Imported merchandise, including that
imported in mail shipments, being transported to and from foreign-trade zones
through the Customs territory must be transported in bond under the provisions of
19 CFR Parts 18, 112, and 125. (19 CFR 146.11and 144.37(g)). Domestic goods
transported to a zone or goods removed from a zone comprised wholly of domestic
status products need not be transported in bond.

2.6 Supplies Used in Zone - Supplies brought into a zone for use in a manner other than
those uses enumerated in 19 USC B1c(a) are not entitled to exemption from applicable
duties, taxes and fees under the FTZA, and therefore do not have zone status. Such
supplies may include, but are not limited to, office furniture, office machines, and office
equipment, food to be eaten in the zone; and water and fuel which do not become part of a
zone product (except certain fuel noted in Section 2.6(a) FTZM which is exempt under the
FTZA).

(a) Receipt of Supplies - If such supplies are imported, they cannot be brought into
a zone without first being entered for consumption. Supplies which are produced in
a zone from imported material and consumed in the zone are considered by
Customs to have lost their exemption from duty under the FTZA, and must be
entered for consumption, except for certain petroleum refinery fuels covered by the
fact situation cited in Hawaiian Independent Refinery v. United States, 460 F. Supp.
1249 (Cust. Ct. 1978). (See CSD 79-418 and Section 11.6(j) FTZM).
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2.9 Place of Filing and Merchandise Examination - It is Customs policy that all admission
and entry documentation, and all other applications for permits, for merchandise destined
to, in, or being transferred from, a foreign-trade zone will be presented to Customs at a
location within a port of entry, even if the zone is outside the port of entry. Such
documentation may be delivered to Customs by customhouse brokers, messengers,
couriers, electronic transmission, facsimile or any other means that is administratively
acceptable and within the law and regulations. (See, e.g., CSD 87-2). Itis also Customs
policy that, if merchandise is to be physically examined or inspected before admission to a
zone or upon transfer from a zone, the examination or inspection, with the exceptions
noted below, will be conducted only within a port of entry. Customs may choose to
examine zone merchandise within the zone. (See Sections 6.7(d), 9.6(a), and 9.7(f)
FTZM) Otherwise, a bonded carrier or cartman will be required to deliver the merchandise
to a location designated by Customs for the examination of the merchandise. Section
112.2, Customs Regulations, governs procedures by which FTZ operators can move
merchandise without utilizing a carrier or cartman.

The port of entry covered by this policy will normally be the port of entry having supervisory
responsibility for the zone where the merchandise is destined or located. However, at the
discretion of the affected Port Directors, the documentation or merchandise may be
delivered to a different port of entry for processing or examination.

(a) Exceptions - Foreign-trade zone merchandise may be examined or inspected
outside a port of entry when:

(1) itis in the interest of Customs;

(2) proper examination or inspection requires the use of special facilities or
equipment which the Port Director is satisfied cannot be made available
within a port of entry;

(3) the merchandise is incapable of being delivered to the port of entry, e.g.,
oversized article or component; or,
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Chapter 3

SUPERVISION OF FOREIGN-TRADE ZONES, GRANTEE AND
OPERATOR RESPONSIBILITIES, AND CUSTOMS FEES

3.1 General - All regulations concerning protection of the revenue are approved by the
Secretary of the Treasury. (19 USC 81o(b)). The Commissioner of Customs, through
authority delegated from the Secretary of the Treasury, assigns the necessary Customs
Officers to protect the revenue and to provide for the entry of foreign merchandise into
Customs territory. (See 19 USC 81d). The cost of maintaining the additional Customs
service required under the FTZA will be paid by the operator of the zone. (19 USC 81n).
However, see Section 3.11(a) FTZM concerning the suspension of foreign-trade zone fees
and charges. For many years, Customs protected the revenue in zones through physical
supervision of all merchandise receipts and deliveries to and from the zone, and of all zone
processing operations. Zones and subzones are now managed by Customs under an
audit-inspection method which means that Customs does not maintain inventory records
and Customs officers are not routinely physically assigned to the premises. TD 86-16.

3.2 Audit-Inspection Supervision - The 1986 amendments did not change the law, and the
Secretary of the Treasury, through the U.S. Customs Service, is still charged with
protecting the revenue in zones. However, the operator now exercises physical
supervision of zones, while Customs exercises general supervision through the
audit-inspection program. Audit-inspection is a comprehensive program based on the
following 6 principles:

(a) determination by Customs of the identity and nature of merchandise before or
upon its deposit in the zone so that the initial responsibility of the operator for the
merchandise can be reliably determined,;

(b) issuance of a prior permit by Customs to the operator for receipt, delivery from
the zone, and any processing in the zone;
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(and, where applicable, the personnel to properly use the equipment) for conducting
compliance reviews (formerly spot checks) or audits, such as weighing, gauging,
and measuring equipment; protective clothing (for cold storage, hazardous
substances, safety hardhat, etc.); and provide access to available computers and
peripheral equipment. Providing proper access also includes the explanation by the
operator of procedures and transactions in the operator's or user's inventory and
recordkeeping system. The operator should cooperate in any compliance review
(formerly spot checks), audit, or other lawful Customs action, including the location
of records and merchandise, so as to achieve its prompt completion and assure a
rapid return to normal zone operation. Customs officers should respect operator
and zone user security, health, safety, and union work rule procedures, to the extent
that they do not interfere with a proper audit or compliance review (formerly spot
checks) of the zone. At the discretion of the Customs officer zone personnel may
accompany the Customs officer during a compliance review (formerly spot check).

3.4 Audits - An audit is a systematic and thorough check of the operator's (and sometimes
a user's) inventory and financial records against zone lot numbers (see Section 6.7(a)(4)
FTZM) or unique identification number (UIN's) and against the actual quantity of
merchandise in the zone. Audits are conducted by non-uniformed Customs regulatory
auditors. Audits are conducted much less frequently than Compliance Reviews (formerly
spot checks) (See Section 3.5 FTZM). Their frequency is closely held information, which
is not disclosed by Customs. Audits are much more intense and of longer duration than
compliance reviews, (formerly spot checks) and may generally be expected to last from a
week to several months, depending on the size of the inventory, initial problems disclosed,
kinds of merchandise in the zone, and many other factors. Auditors may be expected to
look at all kinds of zone transactions, conditions, and requirements, for not only the current
year but also for past years. For companies using lot systems, auditors may request
access to closed as well as open lot files.

(a) Notification and Arrival - Auditors, in contrast to inspectional compliance review
(formerly spot check) officers, provide advance notification of an audit, except when
it is in Customs interest to conduct an unannounced audit. Upon arrival, auditors
shall announce themselves to the appointed representative of the operator or users.
The operator or users may request appropriate government identification of the
auditors. (19 USC 1509(b)).

(b) Closeout - Auditors shall provide a closeout interview with the operator and
users to discuss their findings. Their findings are tentative, since they must be
reviewed by Field Regulatory Audit management before presentation to the Port
Director. The Port Director, not the auditor, takes management action on the audit
findings.

3.5 Compliance Reviews (Formerly Spot Checks) - Port Directors are required to conduct
compliance reviews (formerly spot checks) based on the port's risk assessment of the
individual zone, as outlined in the Compliance Review Handbook (formerly Customs
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low risk manufacturing subzones, schedule at least one compliance reviews
(formerly spot checks) per year. Customs officers will usually conduct a quantity
count of selected zone lots or inventory categories of merchandise (UIN's), and
reconcile the quantity count with the gquantity reported in records in the zone
admission file and/or the operator's inventory and recordkeeping system. However,
they may at times focus compliance review (formerly spot check) efforts on security,
safety, housekeeping, receipt or delivery procedures, deletion of merchandise from
zone inventories, or other conditions or transactions considered significant in their
assessment of the zone's risk. Compliance reviews (formerly spot checks) in
manufacturing subzones generally focus on the operator's records and
de-emphasizes quantity counts of physical inventory.

(c) Completion and Closeout - If Customs officers are unable to reconcile a
discrepancy between their quantity count, and the balance in the operator's
inventory recordkeeping system, they shall give the operator (and user, if
applicable) an opportunity to resolve the discrepancy before the compliance review
(formerly spot check) is completed. At the end of the compliance review (formerly
spot check), the officers shall conduct a closeout interview with the person in charge
at the zone facility to relate their findings. In some cases, the officers may issue an
oral warning to correct a minor violation. Their findings are tentative, since they
must be reviewed by port management before any specific action is taken.
However, any action subsequently taken should come as no surprise to the
operator or user. The person in charge may provide comment to port management
during the closeout interview or later to explain apparent violations or to seek to
avoid a claim for liquidated damages. Customs officers shall make follow-up visits
to the zone to determine whether minor violations have been corrected or to verify
assertions made by the operator.

3.6 Coordination of Audits and Compliance Reviews (FORMERLY SPOT CHECKS) -
Audits and compliance reviews (formerly spot checks) are separate and independent, but
mutually supporting, methods of verifying compliance by the operators with the laws,
regulations, and procedures.

3.7 Monitoring Foreign-Trade Zone Regulations - The Port Director, as resident
representative of the Board, may inspect zone operations for the purpose of informing the
Board whether the provisions of the FTZA and are being met. (See 15 CFR 400.41). The
operator shall comply with the Port Director's requirements, and make available such
records and reports as are necessary for a thorough and proper inspection of zone
activities. (15 CFR 400.46(a), (b)). The grantee shall act in compliance with the
Foreign-Trade Zones Board Regulations. (15 CFR 400.41).

3.8 Supervision by Operator - Under audit-inspection, the operator is responsible for all
aspects of physical supervision of the zone, except to the extent that the Port Director
chooses to conduct physical supervision. Generally, the operator is responsible for
supervising all receipts, deliveries, sampling, recordkeeping, manipulation, destruction,
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Since such fees are now authorized (such as the merchandise processing fee described
below), operators shall not pay the annual fee and Customs officers shall not collect it. In
effect, the cost of additional service is considered by Congress to be covered by the
merchandise processing fee.

(a) Activation and Alteration Fees - Operators were also subject under 19 CFR
146.6(b), and 146.7(a) to fees for applications to activate a zone, or to alter or
relocate the activated area of the zone. (See Sections 4.7(a) and 4.8(a) FTZM).
The purpose of these fees was to reimburse Customs for the cost of reviewing the
applications, including the cost of conducting security surveys and background
investigations. These fees were authorized under the Independent Offices
Appropriation Act (31 USC 9701), which requires Federal agencies to be as
self-sustaining as possible. However, the fees were suspended by the Omnibus
Budget Reconciliation Act, along with the annual fee, and shall not be paid by the
applicants.

(b) Merchandise Processing Fee (MPF) - Importers of record are responsible for
paying the merchandise processing fee as authorized under 19 USC 58c(a)(9) and
(b)(8). The amount of the MPF is 0.21 percent of the value of the merchandise for a
formal entry or release; however, the amount of the MPF may not exceed $485 or
be less than $25. A $3 surcharge is added for any manual entry or release. (19
CFR 24.23(b)(B)). The amount of the MPF for an informal entry is $2 for an
automated entry or release, and $6 for a manual entry or release not prepared by
Customs, or $9 for any automated or manual release if it is prepared by Customs
officers. Except as noted in Section 3.11(b)(2) FTZM, the value of merchandise
subject to the MPF is determined according to the provisions of 19 USC 1401a (i.e.
dutiable value of the foreign non-duty paid merchandise, in the case of foreign-trade
zones). The MPF shall be deposited at the same time as the applicable duties as
provided in 19 CFR 141.101 (formal entries) or 19 CFR143.28 (informal entries),
and reported on Customs Form 7501 under Code 499 (formal entry), 311 (informal
entry), or 500 (manual surcharge), as applicable. (See sample in the Appendix to
the FTZM)

(1) Exemptions: See 19 CFR 24.23(c). The merchandise processing fee
may not be charged for the entry or release of any article that is:

(i) provided for under any item in Chapter 98 HTS, except subheading
9802.00.60 or 9802.00.80 (see Section 3.11(b)(2)(iii) and (iv) FTZM);

(ii) a product of an insular possession of the United States;

(iii) products of least-developed beneficiary developing countries
(General Note 4(b)(i), HTS) and of beneficiary countries under the
Caribbean Basin Economic Recovery Act (General Note 7, HTS); 19
U.S.C. 58c (b) (8) (B);
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(3) Weekly Entries - In the case of weekly entries under Section 19 CFR
146.63(c), the $485 maximum and $25 minimum fees are applicable to the
total amount covered by the entry summary, and not to the individual zone
transfers under 19 CFR 146.63(c), since there is only one entry or release.
However, a separate fee will be applied to any supplemental entries filed if
actual removals from the zone will exceed the amount estimated for the
weekly entry. (Section 9.8 FTZM).

(c) Harbor Maintenance Fee (HMF) - When imported cargo is unloaded from a
commercial vessel at a qualifying 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 19 CFR 24.24. (19 CFR 146.22(e)). It is important
to note that the zone status of the merchandise is irrelevant to the application of the
HMF. Commercial cargo loaded or unloaded from a commercial vessel is subject
to a port use fee, of .125 percent of its value. (26 USC 4461 and 19 CFR 24.24(a)).
The fee applies only if the cargo is loaded or unloaded at certain ports listed in
Section 19 CFR 24.24(b)(1). Foreign-trade zone users, not zone operators (unless,
they are also the applicant for admission, i.e., subzone operator), are subject to the
fee, although operators are encouraged to see that users are aware of their
responsibility to pay the fee. Users may also be subject to the fee for domestic
shipment(s) (19 CFR 24.24(e)(1)).

(1) Exemptions and Special Rules - The harbor maintenance fee is
applicable only to cargo loaded or unloaded from a commercial vessel in
qualifying ports. Therefore, cargo first unloaded from aircraft, land vehicles,
or otherwise not from a commercial vessel is exempt from the fee. Cargo
first unloaded from a vessel at a port not listed in 19 CFR 24.24(b)(1) is also
exempt from the fee. Other exemptions are set forth in 19 CFR 24.24(c).
Special rules applicable to intraport activities are set forth in 19 CFR
24.24(d)(1), (2).

(2) Import Vessel Movements - In cases where imported cargo is first
unloaded from a commercial vessel at a port within the definition of 19 CFR
24.24(b)(1) and admitted into a foreign-trade zone, the applicant for
admission (the person or corporation responsible for bringing the
merchandise into the zone) becomes responsible for the fee at the time of
unlading. The fee shall be paid on a quarterly basis by mailing a check or
money order payable to the U.S. Customs Service for all fees for the quarter,
and Customs Form 349 (see sample in the Appendix to the FTZM) covering
those fees, to U.S. Customs Service, P.O. Box 70915, Chicago, lllinois
60673-0915. An amended quarterly summary report, if applicable, shall be
filed on Customs Form 350 (see sample in the Appendix to the FTZM). Fees
shall be paid for all shipments unloaded and admitted to the zone during the
quarter or in the case of direct deliveries under 19 CFR 146.39 and 146.40,
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P.O. Box 68903
Indianapolis, IN 46268

The penalty for failure to pay the harbor maintenance fee and file the
summary sheet at the time specified is an amount equal to the liquidated
damages assessable for late filing of an entry summary under 19 CFR
24.24(h).
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(1) User Fee Airports - User fee airports established under 19 USC 58b may
be accepted by the Board as the equivalent of ports of entry for the purposes
of the location requirements of Section 81b, Title 19 (19 USC 81b).
Operators of such airports must reimburse Customs for the cost of Customs.
services to the airport, including any service to a zone established at or in the
vicinity of the airport. (19 USC 58b(f); 15 CFR 400.2(i)). This is an exception
to the general prohibition against charging any Customs costs to zones. (19
USC 58c(e)(2), (6) and see Section 3.11 FTZM).

(b) Grantee Sponsorship - The Foreign-Trade Zones Board Regulations define
eligible grantees when there is more than one zone project for a subzone project.
Normally, the closest grantee would be the sponsor of a subzone. However,
section 15 CFR 400.22(d)(ii) specifically provides that the zone grantee of another
zone in the same state is eligible to apply for a grant of authority if the Board, or the
Executive Secretary, finds that such sponsorship better serves the public interest.

(c) Qualifications of Applicant - Grants to public and private corporations will not be
approved unless the applicant has been authorized by an act of the state
legislature. (15 CFR 400.22(b)(c)). The applicant must demonstrate its ability to
adequately finance and conduct the undertaking. (15 CFR 400.23(a)(2)).

(d) Subzones - Applications for subzones must be submitted by a grantee of an
existing general-purpose zone within the same state, or a state agency specifically
authorized to submit such an application by an act of the state legislature. (15 CFR
400.22(d)(i)(iii)). A subzone may be authorized by the Board if the Board finds that
the operation cannot be accommodated in the existing multi-purpose zone facilities
within the zone project and meets the required public interest test in Sections 15
CFR 400.31 (c) and 400.23(b). In practice, the Board requires additional
information from the applicant zone to describe the particular zone benefit(s) sought
for the subzone and why such benefits are in the public interest.

(e) Application Fees - In certain circumstances, a fee may be required with the
submission of the application to the FTZB. Information regarding the fees may be
found in Section 15 CFR 400.29.

(f) Criteria for Grants - When determining whether to issue a grant, the board will
consider the need for zone services in the port area, adequacy of operational and
financial plans, suitability of site and facilities, extent of state and local support, and
views of persons or firms likely to be affected by the project when determining
whether to issue a grant. Any zone project that involves manufacturing will have to
be evaluated against the criteria in Section 15 CFR 400.3.

(g) Initiation of Procedure - The application procedures and requirements are set
out in detail at 15 CFR 400.24 through 400.26. All applications will be filed with the
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(7) Final Action - When the Treasury resolution is received, the Executive
Secretary prepares final action papers for review by the Secretary of
Commerce or its designee. After final action, a copy of the Board Order is
sent to the applicant. A public notice of the decision on the application is
published in the Federal Register notifying the public of the decision on the
application. The total period from the date of filing until receipt of the grant is
normally from 10 to 12 months.

4.3 Grant Limits Lapse and Termination - Foreign-trade zone grants are limited by the
provisions of the FTZA and FTZR, and by any special conditions which were inserted in
the grant. Grants may not be sold, conveyed, transferred, set over, or assigned by the
grantee. (19 USC81 g, 15 CFR 400.28(a)(8)). However, the Board may reissue a grant
from one grantee to another upon approval of a zone application by the intended recipient
of the grant. Grants are issued for an indefinite period of time, unless a special time limit
has been placed in the grant. Grants may lapse, terminate or be limited in any one of the
following ways:

1.

revocation by the Board for willful and repeated violations of the FTZA by the
grantee or subzone operator, under 19 USC 81r and Section 15 CFR
400.28(c);

effective 11/7/91, a grant will lapse unless the zone or subzone is activated
and in operation not later than 5 years after the Board order establishing a
zone. “In operation” has been defined by the Board as open for operations
and does not require the admission of foreign status merchandise. (61 FR
53305, "Rule Related Notice," dated 10/11/96.)

voluntary relinquishment of a grant by the grantee (there is no mention of this
method in the FTZA or FTZR, but it has been accepted by the Board on
several occasions); or

expiration without renewal of a special time limit placed in the grant. (see
Section 11.5(g) FTZM).

restrict or prohibit activity for a zone site or subzone for public interest
reasons (15 CFR 400.43).

4.4 Expansion or Boundary Modification - An expansion of the area of an established zone
shall be made and approved in the same manner as an original application. (19 USC 81f
(b) and procedures are noted in Section 15 CFR 400.26).

(a) Minor Boundary Modification - Grantees may submit requests to the Executive
Secretary for minor modifications of zone boundaries. Because this is an expedited
procedure, grantees normally discuss such proposals with the Customs Port
Director and seek comments prior to submission to the FTZ Board. The Customs
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(a) Initiation of Procedure - (See 19 CFR 146.6) - A zone operator (or where there is
no operator, a grantee) shall make written application to the Port Director of the port
with jurisdiction over the zone to obtain approval for 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 for activation, any operation to be conducted therein, and a
statement of the general character of the merchandise to be admitted. No fee is
charged or collected by Customs in connection with an application for activation.
(Omnibus Reconciliation Act of 1987). The application must be accompanied by the
following:

1. a blueprint of the area approved by the Board to be activated showing
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;

2. a gauge table, when appropriate, showing the capacity in metric units of
any tank certified to be correct by the operator of the tank;

3. a procedures manual in the English language 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 19 CFR Part 146,
Subpart B,

4. the written concurrence of the grantee when the operator applies for
activation. (19 CFR 146.6(a) and (b)(5) CR).

(1) Format of Application - No particular form is required for an application for
activation; a written request on the letterhead of the applicant will suffice.
The application procedure will be required of any new zone or subzone, or of
any zone site having a different operator from that of an already-activated
zone site.

(2) Treatment of Operator's Procedures Manual - The operator's procedures
manual is furnished for Customs use in conducting compliance reviews
(formerly spot checks) and audits. Customs officers may initially read the
manual for familiarization purposes. Receipt of the manual by Customs does
not constitute approval or certification of the procedures manual nor is
approval of the manual allowed. (19 CFR 146.21 (b)(4)). The Port Director
may advise the applicant, as a matter of courtesy, of any apparent failure(s)
of the system to meet the criteria. Neither the Port Director's reading,
courtesy advice, or approval of the application for activation constitutes any
representation by Customs that the system does or does not meet the criteria
of 19 CFR Part 146, Subpart B. The applicant's certification that the
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the application to activate. "Derogatory information” includes such
information as:

1. fraud or misstatement of a material fact in the application;

2. failure to furnish, upon request, a complete and accurate list of persons as
specified in 19 CFR 146.7(g);

3. presence in the management of the operator of a person who has been
convicted of a felony or misdemeanor involving theft, smuggling, fraud or
similar property crime; or

4. employment of persons convicted of such crimes that would jeopardize the
security of merchandise in the zone.

(2) Cargo Security Survey - The surveying officer may prepare a survey
report addressing Customs physical and procedural standards. The
surveying officer shall present his or her findings to the applicant in a
conference with the understanding that the survey findings do not constitute
a decision on the activation application. The applicant shall be afforded an
opportunity to correct any deficiencies noted in the conference before the
Port Director makes a decision on approval of the application.

After presentation of the survey report to the facility operator, the facility shall
be reinspected at an appropriate date to determine whether
recommendations for improvements have been carried out. If the facility
operator declines or is unable to institute improvements to correct significant
deficiencies, the Port Director shall deny the application.

(3) Other Considerations - Other factors may be considered by the Port
Director in making a decision whether to approve the application.
(Examples: Before the application is approved, the operator firm is sold to
another party; or the operator manifests or demonstrates an inability or
unwillingness to comply with the law, regulations, or grant conditions). There
is no specific limit on the grounds for denial of an application to activate,
except that the Port Director may not deny it in an arbitrary or capricious
manner.

(c) Decision on Application - The Port Director shall promptly notify the applicant in
writing of his or her 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 Section 19 CFR 146.82(a). 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 Section 19 CFR
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4.8 Application for 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. (19 CFR 146.1(b)(4)). The term also includes discontinuance
of activated status of part of a zone site (19 CFR 146.1(b)(8)) and resumption of activated
status of a previously deactivated area, but with different boundaries (19 CFR
146.1(b)(17)). Because the boundary of the activated area is new or changed, the Port
Director may review the security, suitability and fitness of the area and shall reply to the
applicant. (19 CFR 146.7(a)).

A foreign-trade zone may be altered so as to have multiple operators, so long as
responsibility and liability for the goods under each operator's bond is clearly identified.

(a) Application Procedure - 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. (19 CFR 146.7(a) and Section 4.4(a)
FTZM).

No Customs fee is charged for an application for alteration of an activated area
while Merchandise Processing Fees are active. (The Omnibus Reconciliation Act of
1987). The application must be accompanied by a blueprint or layout of the area to
be activated, showing the changes from the presently activated area, and showing
all openings and buildings. If the newly activated area contains any tanks for the
storage of liquids, all inlets, outlets, and pipelines to the tank must be shown, and a
gauge table showing the capacity of the tank in metric units, certified by the
applicant to be correct, must be attached. |If the inventory control and
recordkeeping system is different from that of the already-activated area, a certified
procedures manual for the newly activated area must accompany the application.
Because no background investigation is required, and a security survey is at the
discretion of the Port Director, approval of an application for alteration can be
expected to be approved or denied in about 2 or 3 weeks after application.

(b) Bonded Warehouse Within Approved Foreign-Trade Zones - Whenever any
contiguous non-activated area is a portion of a building which has been approved
as a bonded warehouse, the port director shall designate the means for effective
separation of the bonded warehouse from the rest of the facility. (19 CFR
19.4(b)(6)). Any portion of an approved general-purpose zone or subzone that is
not activated may be utilized as a Customs bonded warehouse, container freight
station, or Customs examination station upon approval of the application by the U.S.
Customs Service and filing of the appropriate CF 301 bond.

4.9 Deactivation of Zone Site - "Deactivation" means voluntary discontinuation of the
activation of an entire zone or subzone site by the grantee or operator. (19 CFR
146.1(b)(8)). 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
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inquiry considerations apply to background investigations of the new operator as noted in
Section 4.7(b)(1) FTZM.

(a) Interim Responsibility of Existing Operator - The existing operator remains
responsible for merchandise in zone status and for compliance with the laws and
regulations, under its Foreign-Trade Zone Operator's Bond until the new
operator is approved and a new bond is executed. The existing operator is
relieved of responsibility in the interim only if the zone is deactivated or activated
status is suspended, and all merchandise in zone status (except domestic status
merchandise for which no permit is required) has been removed from the zone
or entered for consumption.

4.13 Other Changes - There are other changes which affect the activated status of
a zone which do not necessarily constitute alteration, relocation, deactivation, or
reactivation:

(a) Change in Ownership of Operator - If ownership of the operator firm
changes hands through sale or other transfer, the procedure to be
followed depends on whether the firm is individually-owned, a
partnership, or a corporation.

If the firm is individually owned or a partnership, a new application for
activation shall be made under the procedures in 19 CFR 146.6 and
Section 4.12 FTZM. If the firm is a corporation and the change in
ownership does not result in a new corporate entity with a different
corporate charter, the change will be treated as a name change as
described in Section 4.13(b), below, FTZM. If the firm is a corporation
and the change results in a new corporate entity, a new application for
activation shall be made under the procedures in 19 CFR 146.6 and
Section 4.12 FTZM.

(b) Name, Address, or Organizational Status Change - If the name of the
operator firm is changed, the operator should see that Customs is notified
through a rider to the Foreign-Trade Zone Operator's Bond under the
procedure in 19 CFR 113.24. The same procedure should be used if
there is a change in the address of the principal or a change in the trade
names and unincorporated divisions of an operator, which is a corporate
principal on the Foreign-Trade Zone Operator's bond. If an address
change is due to relocation of the zone, the procedures for alteration of
the activated zone shall be followed in 19 CFR 146.7(a) and Section
4.8(a) FTZM shall also be followed.

4.14 Permanent File Requirements - Port Directors shall retain copies of applications for
activation, alteration, deactivation, and reactivation; applications for new operators; and the
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Chapter 5

ZONE STATUS

5.1 General - "Zone status,” means the legal status of merchandise, which has been
admitted to a foreign-trade zone, thereby becoming subject to the provisions of the FTZA.
The CR has established four (4) kinds of zone status under the FTZA, which determines
how the merchandise will be handled in the zone and treated upon its transfer to the
Customs territory. The choice, of which zone status is applicable to merchandise, is
normally at the option of the applicant for admission or the owner of merchandise in the
zone. However, in some cases, the kind of status is dictated by law because of the
definition of the status in the CR, the operation of other laws in conjunction with the FTZA,
or special conditions in the zone grant.

5.2 Merchandise Not in Zone Status - Not all merchandise in a zone has zone status.
Examples of merchandise without zone status include, but are not limited to:

1. merchandise, when a question exists whether it may be prohibited, pending a
final determination of its status; (19 CFR 146.31(a))

2. merchandise temporarily deposited for manipulation under 19 USC 1562 and 19
CFR 19.11; (19 CFR 146.33)

3. merchandise transiting a zone; (19 CFR 146.34)

4. merchandise temporarily deposited with incomplete documentation; (19 CFR
146.35)

5. merchandise retained at a zone pending examination and subsequent approval
of an application for admission as specified in 19 CFR 146.36;

6. merchandise received under direct delivery procedures pending admission; (19
CFR 146.40(a)).

7. merchandise which has been constructively transferred to Customs territory, but
remains in the activated area of the zone; (19 CFR 146.61 and 146.71(c) and CSD
79-249)

8. excess merchandise (overages) which have not yet been admitted to a zone;
(CSD 81-70)

9. articles used in the zone (e.g. office supplies) for purposes not specified in the
Act. (15 CFR 400.1(c}))
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Applicants usually choose PF status when the rate of duty on a product manufactured in a
zone is higher than the rate of duty on some or all of the components as introduced into
the zone. Special conditions have been placed in some zone grants to require applicants
to choose privileged foreign status, in order to preserve the protective effect of a rate of
duty for a particular component or to identify components so as to impose antidumping or
countervailing duties on them. The rate of antidumping or countervailing duties to be
deposited are those in effect at the time of entry of the merchandise into the commerce of
the United States. (See Section 11.5(f) FTZM)

(a) Application Requirements - Application for privileged foreign status shall be
made on Customs Form 214 or electronically 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 processed or manufactured in the zone in a manner which
has effected a change in tariff classification. Each applicant for this status shall
submit to the Port Director with the application, an invoice notated as provided for in
19 CFR 141.90, i.e. showing the claimed rate of duty and HTS number applicable to
the merchandise in PF status. (19 CFR 146.41(a), (b) and (c). Note: Section 19
CFR 141.92 provides for a waiver of the invoice requirements). An application for
PF status must be made for a specific kind and quantity of merchandise, and not,
for example, for "sufficient parts to manufacture 400 trucks". The specification of
the kind and number of parts must be made before the merchandise is
manufactured. (See CSD 81-192).

(b) Determination of Duties and Taxes - Upon receipt of the application and
accompanying invoice, the Port Director may examine the merchandise to
determine whether to approve the application. The merchandise 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. (19 CFR 146.41(d) and 146.65(a)(1)).

(¢) Privileged Foreign Status Binding - A status as privileged foreign merchandise
cannot be abandoned and remains applicable to the merchandise even if changed
in form by manufacture, processing or manipulation except in the case of
recoverable waste (19 CFR 146.42(b)), as long as the merchandise remains within
the purview of the FTZA. It may not be entered for warehouse or under a
Temporary Importation Bond. (19 CFR 146.64 (a) and CSD 81-213). However,
privileged foreign status 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 (19 CFR 146.67 and 146.69). Recoverable waste
remaining from merchandise in PF status as the result of a casualty or an Act of
God (not from manufacture or manipulation in a zone) retains its PF status. (See
CSD 86-7).
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may be brought back to Customs territory free of quota, duty, or tax. Section 81c, Title
19 of the United States Code, is the legal authority for domestic status in zones. An
importer or other zone user does not choose domestic status, as he or she may choose
privileged foreign, nonprivileged foreign or zone-restricted status. Rather, domestic
status is determined by the qualifications of the merchandise as noted below.

(a) Merchandise Qualifying for Domestic Status - Domestic status will be granted
to merchandise which is:

(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 imported and entered free of duty and tax. (19 CFR
146.43(a)).

Domestic merchandise on which not all internal revenue taxes have been paid is
not eligible for domestic status. Neither is it eligible for privileged or nonprivileged
foreign status. It may be admitted to a zone only in zone-restricted status. (CSD
82-112).

(b) Admission Requirements - 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/she may also order the procedures, forms, and terms
under which the permit will be received and processed. (19 CFR 146.43(b) and
see Section 5.7(e) FTZM).

(c) Recordkeeping Requirements - All domestic status merchandise in a zone
must be accounted for under the procedures of 19 CFR Part 146 Subpart B. (See
19 CFR 146.21(a)(1) and see Section 7.8(c)(4) FTZM).

(d) Loss of Identity as Domestic Status Merchandise - When identity of domestic
status merchandise has been lost due to noncompliance with Customs
Regulations, it shall be treated upon entry to Customs territory as foreign
merchandise under the provisions of the tariff and Internal Revenue laws in force
at that time. Customs may consider domestic status identity maintained when it
can be established through inventory control and accounting procedures approved
by Customs. (CSD 81-67). Domestic status merchandise shall not be considered
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Chapter 6

ADMISSION OF MERCHANDISE

6.1 General - 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 the FTZA, be brought into a zone. 19 USC 81c(a). To
"admit" merchandise means to bring it into a zone with zone status. (19 CFR 146.1(b)).

6.2 Prohibited Merchandise - Prohibited merchandise is merchandise the importation of
which is prohibited by any law of the United States, or any merchandise which is
excluded from a zone by Board Order under Section 81o(c), Title 19, US Code. (19 CFR
146.1(b) and see Section 11.2 FTZM). If a Customs Port Director has any reason to
suspect that an admission of merchandise into an FTZ might raise a public interest or
scope of authority issue, the Port Director has the authority to request that the importer
seek an opinion or decision from the FTZB prior to such admission. (Arbor Foods,
Incorporated v. United States 97F.3d 534 (Fed. Cir. 1996)). Port Directors will not permit
the admission of prohibited merchandise into a zone. If there is a question as to whether
the merchandise is 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. (19 CFR 146.31(a)).
Prohibited merchandise which is found in a zone is not exempt from the Customs laws,
including those providing for seizure of the merchandise. (CSD 82-16).

6.3 Conditionally Admissible Merchandise - Conditionally admissible merchandise is
merchandise which may be imported into the U.S. under certain conditions, such as
merchandise which is subject to permits or licenses, or which may be reconditioned to
bring it into compliance with the laws administered by various Federal agencies. (19
CFR 146.1(b)). The admission of this merchandise into a zone is subject to the
regulations of the Federal agency concerned, which could include a prohibition on its
admission to a zone. (19 CFR 146.31(b)). An example of conditionally admissible
merchandise is a substance subject to the Toxic Substances Control Act (15 USC 2601
et seq.) which has not received approval by the Environmental Protection Agency for use
in the United States. (19 CFR 12.118-12.127).

(a) Conditionally Admissible to Zone - Merchandise sent to a zone is conditionally
admissible, since it may be admitted only if the administrative requirements are
met, e.g. completely and properly filled out application, signature of authorized
persons on form, etc. However, certain specific merchandise or kinds of
shipments may be admitted to a zone only under certain conditions. (See
Sections 6.7(g) and 11.5 FTZM).

50






(2) 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
Section 146.32(a).

(3) 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.

(4) Delay in zone transit - Merchandise delayed while transiting a zone shall
be made the subject of an application for admission in accordance with 19
CFR 146.32 or it will be removed from the zone. (19 CFR 146.34).

(c) Temporary Deposit to Complete Documentation - 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 19 CFR 146.35(a) and
146.36. (See 19 CFR 146.35).

(1) 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". The zone admission
number will be distinct from those assigned to applications for admission
under 19 CFR 146.32(a). CF 214 Data Elements 1 through 10, 15, 16, and
24 through 30 must be filled out, if applicable. The description in Element
16 must be at least as complete as that on the manifest bringing the
merchandise to the port. The other elements should be filled out to the
extent information is available to the applicant. (See Section 7.8(b)(5)
FTZM).

(2) Supervision - The operator will open and maintain a file by zone
admission number or in bond manifest number of all applications for
temporary deposit in a zone under Section 19 CFR 146.35, and shall see
that such files are properly maintained untii a CF 214 zone admission,
entry, or transfer to general order occurs. Merchandise temporarily
deposited in a zone will be subject to periodic compliance reviews (formerly
spot checks) by Customs to assure compliance with the Customs
Regulations.

(3) Conditions - Merchandise temporarily deposited under 19 CFR 146.35
has no zone status and is considered to be in the Customs territory. It will
be

(i) physically segregated from all other zone merchandise;
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of the goods to the zone. When Census discovers errors or
anomalies in statistical reports, the appropriate Census officer
will review the transaction directly with the applicant for zone
admission.

(b) Enforcement of Requirements - Penalty procedures shall
not be invoked against any person who in good faith attempts
to comply with statistical instructions for Customs Form 214A.
However, violations of the instructions may be punishable by
a fine imposed by the Secretary of Commerce under Title 13
USC 305. |If an applicant refuses to comply with the
instructions, the Port Director shall deny the application for
admission on the grounds it was improperly executed. False
or fraudulent statistical information on Customs Form 214A
may also subject the applicant to penalties under 19 USC
1592.

(c) Correction or Completion of Information - When goods are
admitted to the zone with missing or incomplete statistical
information, the applicant must provide the missing or
corrected information by the fifth day of the month following
that in which the goods were admitted to the zone. Customs
officers shall maintain controls appropriate to see that all
statistical copies on Customs Form 214A are provided to
Census for each admission to a zone, except for those
admissions where Customs Form 214A is not required.

(d) Transmittal to Census - Customs Forms 214A shall be
gathered by Customs officers and transmitted to Census as
soon as possible but not later than ten days after the
merchandise has been admitted to the zone (after the
operator signs the CF214A in Block 47). Box 14 of the
Customs Form 214A must be marked as "MNo." The last
Customs Form 214A for a particular month shall be mailed to
Census as soon as possible, but not later than the tenth
calendar day following the last day of the month in which the
goods were admitted to the zone. These forms must be
mailed to the following address:
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(3) Release Order - Customs officers shall not authorize any merchandise
for delivery 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 19 USC
1484). When a release order is required, it shall be made on any of the
forms specified in 19 CFR 141.11 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 19 CFR 141.11 and 146.32(b)(3).

(4) Application to Unlade - For merchandise unladen in the zone directly
from the importing carrier, the application on Customs Form 214 shall be
supported by an application to unlade on Custom Form 3171. (19 CFR
146.32(b)(4)).

(5) Other Documentation - The Port Director may require additional
information or documentation as needed to conduct an examination of
merchandise under Customs selective processing criteria, or to determine
whether the merchandise is admissible to the zone. (19 CFR 146.32(b)(5)
and see Section 6.3(a) FTZM). This includes documentation such as
export certificates for certain steel products and machine tools under
voluntary restraint agreements (see Sections 11.5 and 11.6 FTZM) and
information needed for selectivity processing such as importers' and
manufacturers' numbers.

(d) Document Review and Examination - Customs will review the application and
supporting documentation for completeness and to determine whether the
application may be approved without physical examination of the merchandise.
Customs approves permits of admission for most low-risk shipments without
examination, if the conditions for issuance of a permit under 19 CFR 146.32(c)
otherwise exist. The decision whether to examine the merchandise is made
according to various commodity and enforcement criteria maintained by Customs.
Documentation will be reviewed and examinations conducted only at locations
within a port of entry except as specified in Section 2.9 FTZM.
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may request examination at another place including a foreign-trade zone.
However, Customs will not examine any merchandise at a location outside
a port of entry, except as provided in Section 2.9(a) FTZM.

(5) Report of Examination - Reports of examination will be made by
Customs examining officers on both examination invoices in the same
manner as for merchandise entered for consumption. Approval of
admission will not be denied or withheld for minor discrepancies found upon
examination, unless there is an apparent intent to circumvent or violate a
U.S. law or regulation. Such minor discrepancies will be faithfully reported
on the invoices. If the discrepancies are not minor or there is an apparent
intent to circumvent or violate a U.S. law or regulation, admission will be
denied on the grounds that an application does not cover the merchandise,
and the admission documentation may be referred to the Enforcement
Evaluation Team for further action. The operator shall, upon request of the
applicant for admission or the Port Director, provide a copy of the
examination report to the person making entry to transfer the merchandise
from the zone. (19 CFR 146.37(b) and see Section 9.7(a)(5) FTZM).

(e) Issuance of Permit for Admission - After document review and physical
examination, as appropriate under the foregoing provisions, the Port Director shall
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);

(2) the operator's approval appears either on the application orin a
separate specific individual or blanket approval;

(3) the merchandise has been 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 19 CFR 146.39 and
146.40; and

(4) all requirements have been fulfilled. (19 CFR 146.32(c)).
(f) Blanket Application for Admission - Merchandise may be admitted to a zone
under a blanket application upon approval by the Port Director of a Customs Form
214 covering more than one shipment of merchandise. A blanket application for
admission may be approved for:

(1) shipments which arrive under one transportation entry as described in
19 CFR 141.55; or
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(3) Transfer from an ATF Bonded or Controlled Premises - Non-tax-paid
alcoholic beverages or tobacco products transferred from ATF-bonded or
controlled premises may be admitted only in zone-restricted status, as
determined in CSD 82-112. (See Section 6.12 and 11.5(d) and (e) FTZM)

(4) Trade Fair Entries - Any merchandise entered for a trade fair under 19
CFR Part 147 may be transferred to a foreign-trade zone at any time
before, or within 3 months after, the closing date of the fair. (19 CFR
147.42(a)). Such merchandise may be admitted in privileged foreign,
nonprivileged foreign or zone-restricted status, at the option of the applicant
for admission, unless otherwise restricted by law.

(5) Admission of Merchandise from Another Zone - Merchandise transferred
from another zone at the same or a different port will be admitted under the
procedures in 19 CFR 146.32 and 146.66(d) (and see Section 6.7 FTZM).
However, no statistical copy on Customs Form 214A shall be provided, and
the Port Director may waive the presentation of a commercial invoice and
the examination of the merchandise. The merchandise will not be admitted
to the zone until a Customs permit is issued, except in the case of direct
deliveries under 19 CFR 146.39 and 146.40. Merchandise must retain the
zone status from the transferring zone upon the admission to the new zone.
Any subsequent application to change status designation must consider all
activity since the first zone admission.

6.8 Transfer to Zone - The cartage of merchandise for admission to a zone shall be done
by a cartman licensed by Customs who shall give bond to protect the government against
any loss of merchandise while being carted. (See 19 USC 1565). The importer shall
select the cartman who will deliver the merchandise to the zone, subject to checks by the
Port Director to see that the cartman and its employees are properly licensed under the
procedures in 19 CFR Part 112, Subparts C and D. A foreign-trade zone operator may
engage in cartage or lighterage under his bond only for merchandise destined for his
foreign-trade zone and may also transport merchandise to his zone from anywhere within
the approved boundaries where the foreign-trade zone is located. (19 CFR 112.2(b)(1)
and (2)). Zone operators may be designated private bonded carriers for the
transportation in bond and cartage of their own merchandise. (19 CFR 112.12(b)(3)).
Any operator may be licensed as a cartman under the procedures in 19 CFR Part 112,
Subparts C and D. Bonded carriers are authorized for cartage to zones. (T.D. 86-16).
Payment of cartage costs is the responsibility of the importer, not the operator. The
procedures for transferring merchandise from one zone and receipt into another zone are
explained in Sections 9.11 and 6.7(g)(5) FTZM.

(a) Transfer Procedure - Merchandise shall be transferred to a zone from the place
of unlading, Centralized Examination Station, or other location upon the order or
approval of the Port Director on Customs Form 6043, or Customs Form 7512 (in
case of in bond shipments), or the "Permit to Transfer" part of Customs Form 214.

62






in advance by the Port Director to hold the conveyance intact. (19 CFR
146.8 and see Sections 10.4(c), (d), and (e) FTZM),

(5) have the merchandise unladen and received directly into the activated
area (the merchandise should not be stored, even temporarily, outside the
activated area);

(6) report to the Port Director any discrepancy in the quantity or condition of
the merchandise found upon receipt in the zone; (19 CFR 146.37(c) and
see Section 10.4 FTZM),

(7) in a zone lot number management system, mark the packages with the
unique CF 214 number so that the merchandise can be traced to a
particular Customs Form 214. (This marking requirement shall be deemed
met if the packages (or unitized or palletized groups of packages) are
marked at sufficient intervals of space to allow Customs to distinguish one
zone lot from another during compliance reviews (formerly spot checks) and
audits);

(8) adequately identify merchandise that is accounted for under a
Customs-authorized inventory method other than specific identification, so
that Customs can conduct an inventory count (the merchandise need not be
marked with a zone lot number or a Customs Form 214 number). (19 CFR
146.37(d)).

(b) Liability for Merchandise - The operator shall 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 a Manifest Discrepancy Report (MDR) under the
provisions of 19 CFR Part 158 Subpart A, and CD 099 3240-067A, within
20 days after admission of the merchandise. The operator may file an MDR
on behalf of the person who applied for admission of merchandise to the
zone. (19 CFR 146.37(c)). Liability and discrepancy reporting are
discussed in more detail in Section 10.4 FTZM.

(c) Recordkeeping upon Admission - Upon receipt of merchandise which has been
admitted to the zone, the operator shall:

(1) open a sequential zone admission number file marked with the
sequential zone admission number of the Customs Form 214 as the file
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(3) record in a suspense account any merchandise received without
complete documentation or which is unacceptable to the inventory system;
and,

(4) record the merchandise receipt in the inventory system from the
receiving report using the zone lot number or unique identifier for
traceability or attribution; and record the quantity and date admitted, cost or
value where appropriate, zone status, and description of the merchandise
including any part or stock number. (19 CFR 146.22)

In addition, the operator should for their own safeguard:

(1) check the merchandise against the carrier's documentation,
acknowledge receipt by signing and dating the receipt document, noting
any exceptions in quantity or condition of the merchandise in the required
spaces, and accept a copy of the receipt document;

(2) check any seals, if used, and note any seal irregularities in the receipt
document; and

(3) have the merchandise unladen and promptly received into the activated
area of the zone.

6.10 Direct Delivery of Merchandise - This procedure is for delivery of merchandise to a
zone without prior application and approval on Customs Form 214. (19 CFR 146.39(a)).
It is designed for low-risk, repetitive shipments for which the operator is the owner or
purchaser of the goods.

(a) Application for Direct Delivery Procedure - An operator meeting the criteria of
19 CFR 146.39(c) as explained by Section 6.10(a)(1) FTZM below shall file a
written application with the Port Director at least 30 days before the direct delivery
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. (19 CFR 146.39(b)). The application may cover all or a part of the
merchandise expected to be admitted to the zone. The merchandise covered by
the application shall be described in sufficient detail to enable Customs officers to
determine whether the merchandise covered by the application is eligible for direct
delivery procedures.

(1) Criteria for Approval - The Port Director will approve the application if all
of the following criteria are met:

(i) The merchandise is not restricted or of a type which requires
Customs examination or documentation review before or upon its
arrival at the zone. (19 CFR 146.39(C)()).
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given. Upon revocation, the merchandise may be admitted to the zone only
under a prior permit issued under 19 CFR 146.32(c).

(b) Direct Delivery Procedures - The primary responsibility for direct delivery
procedures rests with the operator, as a means of expediting the delivery of
merchandise to the zone without having to await a prior approval for admission by
Customs. If a shipment to be admitted to a zone includes both merchandise
approved for direct delivery procedures and merchandise not approved for direct
delivery procedures, none of the shipment will be authorized for direct delivery to
the zone, unless the applicant segregates the packages containing merchandise
not approved for direct delivery from the rest of the shipment, and holds the
segregated portion intact at a secure location designated by the Port Director
pending approval of a separate application for admission. Operators are advised
to have a secure area of their zone approved by the Port Director to accommodate
this situation prior to application for direct delivery. If the segregation and separate
admission requirements are met, the portion of the shipment approved for direct
delivery may be delivered to the zone pursuant to the provisions of 19 CFR 146.40
and CD 099-3210-015.

(1) Arrival of Conveyance - Upon arrival at a subzone or zone site of a
conveyance containing foreign merchandise for direct delivery, the operator
shall:

(i) collect in bond or cartage documentation from the carrier;

(ii) check the condition of any seal affixed to the conveyance and, if
broken, missing, or improperly affixed, so notify the Port Director and
receive instructions before unloading the merchandise;

(iii) 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,

(iv) 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;

(v) 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;

(vi) 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,
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