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The purpose of the Foreign Trade Zone Manual is to place in one document, the various laws, regulations, policies and procedures that Customs and Border Protection personnel, grantees, operators and users need to know in the daily operation of Foreign Trade Zones.   It may also be useful to brokers, freight forwarders, bonded and international carriers and other members of the import-export community.

Many laws and regulations in this manual are paraphrased for the sake of simplicity and easier reading.  Grantees, operators, users and other readers are urged to study the actual text of the cited laws and/or regulations before making any costly investment decisions initially based on information in this manual.  This manual is not itself law, it is intended merely as a guide.  Readers may seek rulings from the Office of International Trade concerning matters covered by this manual pursuant to the procedures of 19 CFR 177.

This manual supersedes FTZ Manual, Publication #: 0000-0559, issued in March, 2003.  CBP internal instructions, not intended for public disclosure are not included in this manual, but are still in effect.  Any new measures taken by Customs and Border Protection affecting the Foreign Trade Zone program, after issuance of this manual will be announced through various methods, e.g., electronic bulletin board, e-mail and facsimile transmission, directives and rulings. These issuances will be provided as supplements for inclusion in this manual upon release.  This manual is intended to be maintained with current information to better serve all parties.

This manual has been compiled by Customs and Border Protection as a joint effort with the Foreign-Trade Zones Board, the U.S. Census Bureau and the National Association of Foreign Trade Zones.  Their contributions to this document are appreciated.  

Thomas S. Winkowski

Assistant Commissioner

Office of Field Operations
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Chapter 1
INTRODUCTION, PURPOSE, AND INTERPRETATIONS
1.1 
Introduction – A Foreign Trade Zone (FTZ) is a secure area under the supervision of the Bureau of Customs and Border Protection (CBP).   FTZs are considered to be outside of the Customs territory of the United States for the purposes of payment of duty.   The authority for establishing zones is granted by the Foreign Trade Zone Board (FTZ Board), under the Foreign-Trade Zones Act of 1934, (FTZ Act) as amended (19 U.S.C. 81a-81u), and the FTZ Board’s regulations (15 C.F.R. 400).   

As stated in the FTZ Act, the purpose of establishing FTZs is to “expedite and encourage

foreign commerce and other purposes.”  The FTZ Act is administered in the context of evolving U.S. economic and trade policy and economic factors relating to international competition.  The Secretary of Homeland Security assigns CBP personnel to FTZs to protect the revenue and provide for entry of foreign merchandise into the Customs territory from FTZs.  FTZS are operated pursuant to public utility principles under the sponsorship of a corporation granted authority by the FTZ Board.  Under FTZ procedures, foreign and domestic merchandise may be admitted into FTZs for operations such as storage, exhibition, manipulation, destruction, assembly, manufacture and processing, without being subject to formal CBP entry procedures and payment of duties, unless and until the foreign merchandise enters the Customs territory for domestic consumption.  The importer ordinarily has a choice of paying duties either at the rate applicable to the foreign material in its admitted condition, or, if used in manufacturing or processing, at the rate applicable to the emerging product.  The FTZ Board can deny or limit the use of zone procedures in specific cases on public interest grounds.  Merchandise moved into zones for export (zone‑restricted status) may be considered exported for purposes such as federal excise tax rebates and drawback.  Foreign merchandise (tangible personal property) admitted to a zone and domestic merchandise held in a zone for exportation are exempt from certain state and local ad valorem taxes (19 U.S.C. 81o(e)).  Articles admitted into zones for purposes not specified in the FTZ Act shall be subject to the tariff laws and regular entry procedures, including the payment of applicable duties, taxes, and fees (15 CFR 400.1(c)).

1.2
Purpose ‑ The purpose of this manual is to set forth in one document all the instructions,

guidelines, and other information that CBP personnel and existing and prospective Grantees, Operators and Users need to know for effective operation, supervision, and use of FTZs and FTZ procedures.  This manual itself does not have the force of law, and is intended only as a convenient compilation of the referenced material cited in Section 1.3 of this manual, and of CBP policies and procedures included, or previously included, in the CBP Issuance System. 

1.3
Referenced Material ‑ Portions of this manual are taken directly from the FTZ Act, FTZ Board regulations, CBP regulations, and other sources.  In other cases, this 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: 

Abbreviation

Reference

FTZ Board

Foreign Trade Zone Board 

CBP


U.S. Customs and Border Protection

CD


CBP Directive

CFR


Code of Federal Regulations

C.S.D.
CBP Legal Decision published in CBP Bulletin

FR


Federal Register

FTZ Act
Foreign-Trade Zones Act of 1934, as amended (19 §81a‑81u)

FTZM
Foreign-Trade Zone Manual

FTZO


Foreign-Trade Zone Board Order

HQ. Ltr.
Unpublished CBP Headquarters Letter

HTS


Harmonized Tariff Schedule of the U.S.

HQR


Published Headquarters Rulings

MS


CBP Manual Supplement

OCOD
Office of Commercial Operations Decision published in CBP Bulletin

PL


Public Law

Slip Op

Slip Opinion of the Court 

TA
Tariff Act of 1930, as amended (Title 19 U.S.C. and 18 U.S.C. §541‑552)

TD
Treasury Decision published in CBP Bulletin 

U.S.C. 


United States Code

UST


United States Treaties in Force

1.4
Instructions vs. Guidelines ‑ As previously stated in Section 1.2 herein, this manual does not have the force of law and is intended only as a convenient compilation of cited reference materials.  Generally, mandatory instructions for CBP personnel, Grantees or Operators are conveyed through use of the word "shall" and are based on requirements of law, regulation, or in the case of CBP personnel, direction from CBP Headquarters.  Guidelines are also provided in this manual.  Guidelines do not have the force of law; however, they do express CBP preference or an area in which CBP management may exercise some discretion or judgment.  These guidelines are conveyed through use of the word "may" or "should," the wording of section headings, or the context of the section or paragraph.  While every effort was made to carefully choose the correct words for this manual, it must be understood that distinctions between instructions and guidelines may not be easy to determine.  The word “CBP” may still read as “Customs” in other correspondences printed before this manual.  All questions concerning what is or is not legally required should be referred to the Office of Field Operations, CBP Headquarters at 202-344-1620.

1.5
Port Director Authority ‑ Whenever the term "Port Director" appears in this manual, it refers not only to Port Directors themselves, but also to any CBP personnel to whom a Port Director delegates authority to carry out a task.  Thus, the term may refer to Port Directors, CBP Officers (CBPOs), Import Specialists, Entry Specialists, Agricultural Specialists or any other titles. 

1.6
 Customs and Border Protection Issuances – The Records and Policy Management Program (RPM) system contains four principal types of documents; Directives, Delegation Orders, Handbooks, and Information Notices.  Delegation Orders, Handbooks, and Directives are issued primarily in electronic format on the CBPNET.  Information Notices are issued in paper form and are in effect for a limited period of time.  The CBP RPM Officer should be contacted for individualized guidance in the preparation of RPM documents before they are submitted for signature.  Specific forms used to issue RPM documents are available from the CBP RPM Officer. 

1.7
Rulings and Disagreements ‑ Anyone who desires an interpretation or explanation of any law or regulation administered by CBP may request a ruling on the matter under the procedures in 19 CFR 177.  A ruling issued under this procedure represents the official position of CBP in the matter.  Any question or disagreement concerning a CBP issuance should be directed to the issuing office.  Any disagreement or question concerning a matter involving the judgment or discretion of the Port Director should be directed to the Director, Field Operations, who has oversight responsibility for that port after the matter has been fully discussed with the Port Director. 

1.8
Disclosure of Information - Information in CBP possession affecting Grantees, Operators and Users is subject to the Freedom of Information Act (FOIA) (5 U.S.C. §552).  Information exempt from disclosure is listed in 19 CFR 103.12, which includes trade secrets, confidential financial and business information and material involving personal privacy. 

1.9
Local CBP Procedures ‑ This manual contains and describes instructions, guidelines, and procedures authorized by CBP for use throughout the Customs territory.  Ports may adopt additional service-wide procedures which are within the confines of the regulations and are not covered by the manual.  If local procedures conflict with service-wide procedures and/or this manual, Operators and Users are invited to identify the conflict to CBP 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.  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 zone operations may utilize federal agency automated procedures.  CBP entries for merchandise transferred to the Customs territory may utilize the CBP electronic systems.  The CBP Form (CBPF) 7501 may be utilized for CBP 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).  CBP encourages Operators and Users to use the electronic 214 (Applicaton for Foreign Trade Zone Admission and or Designation) (e214) process which is effective in reducing unnecessary paperwork, simplifying procedures, and reducing the need for direct CBP supervision.  However, Operators and Users must understand that any procedures may be superseded by future automation efforts developed by CBP. 

Chapter 2

LAWS, REGULATIONS, ORGANIZATION, DUTIES, AND GENERAL

INFORMATION CONCERNING FOREIGN-TRADE ZONES
2.1
Laws and Regulations – Zones operate pursuant to the FTZ Act and two sets of regulations; the FTZ Board regulations (15 CFR 400) and CBP regulations (19 CFR 146).  They are also affected by other laws and regulations.  This section deals with the interplay among the various laws and regulations and how they are applied in zones.  Whenever the term “zone or subzone” is used in this manual, it is understood to include subzones, unless the context indicates otherwise.

(a)
Foreign‑Trade Zones Act of 1934 (FTZ Act) ‑ The principal statute governing zones which has been codified in the United States Code (U.S.C.) as 19 U.S.C. §81a-81u.  The FTZ Act has been periodically amended and covers the establishment and administration of zones, how they are administered, and what may and may not be done in them.  Every Grantee and Operator, and most Users, should have a copy of the FTZ Act, updated with recent amendments. 

(b)
FTZ Board regulations ‑ Board regulations provide guidelines and procedures on the establishment and modification of zones; their management and administration by Grantees and Operators; and how the FTZ Board conducts its business. 

(c)
CBP Laws and Regulations ‑ CBP laws are codified in 19 U.S.C., including the Harmonized Tariff Schedule of the United States.  Merchandise of every description, except that prohibited by law, may be brought into a zone and stored or processed there under certain circumstances without being subject to CBP laws of the United States (19 U.S.C. §81c(a)).  The FTZ Act itself is a CBP law, since it is codified in Title 19.  CBP laws also include 18 U.S.C. §541-552 since they were included in the original Tariff Act of 1930, most of which was codified in Title 19. 

(1)
Applicability of CBP Laws ‑ Except as otherwise provided, CBP laws are not usually applicable in zones.  However, they are applicable to merchandise passing through the Customs territory before admission to, or after transfer from, zones.  CBP laws are also applicable to prohibited merchandise in a zone (see Section 6.2 FTZM), vessels and aircraft entering or leaving an FTZ (see Section 2.5 FTZM), and merchandise which has been brought into an FTZ for purposes not specified in the FTZ Act (15 CFR 400.1(c)).

(2)
Significance of CBP Regulations – Pursuant to the general authority to establish regulations necessary for the protection of the revenue and to ensure compliance with the FTZ Act, regulations have been established in 19 CFR 146, requiring Operators to maintain certain records and make certain reports (See 19 U.S.C. §66, 81h, 81p, and 1624).

(d)
Other Federal Laws ‑ Since the FTZ Act specifically excludes, under certain circumstances, only the application of CBP 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 CBP are applicable in zones, such as those in 15 CFR 772 and in 22 CFR 121 to 22 CFR 130 (see Section 9.12(2)(b) FTZM).  Furthermore, various federal regulations may be applicable to FTZs, many of them dealing with specific kinds of merchandise or activities concerning merchandise in zones.  The FTZ Board shall cooperate with CBP and such other federal agencies that have jurisdiction in ports of entry (19 U.S.C. §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 FTZs include Alcohol & Tobacco Tax and Trade Bureau (TTB); 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 FTZ 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 FTZ Board is directed to cooperate with the state, subdivision, and municipality in which an FTZ is located in the exercise of their police, sanitary, and other powers in connection with the FTZ (19 U.S.C. §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 I, 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 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 legal transshipment through a zone by requiring unnecessary regulation of goods in which the state has no interest, the law frustrates the goal of the FTZ Act 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 918 (11th Cir. 1990)]. 

(2) State and Local Ad Valorem Taxes ‑ The FTZ Act specifically prohibits state and local ad valorem taxation of imported tangible personal property stored or processed in a zone, or of tangible personal property produced in the U.S. and held in a zone for exportation in either its original or its processed form (19 §81o(e); Deer Park Independent School District v. Harris County Appraisal Dist., 132 F. 3d 1095 (5th Cir. 1998) cert denied, 118 S. Ct. 2343, 141 L. Ed 2d 714).

(3) State Tax Laws ‑ Some states have specific legislation conferring certain benefits on Users.

(4) Ad Valorem Personal Property Taxes ‑ The FTZ Act provides an exemption for certain merchandise held in an FTZ.  Some states have other laws that may apply to the merchandise. 

(5) Enabling Legislation – FTZ Board regulations require that all states have specific legislation conferring authority to submit applications to the FTZ Board.  As part of its review, the FTZ Board will analyze the legislation and specific state-by-state requirements to ensure that the organization has the legal authority from the state to submit an application to the FTZ Board (15 CFR 400.22(b) and (c)).

(f)
Grantee Schedules – A zone shall be operated, maintained, and administered by the Grantee in accordance with the schedule fixed by the Grantee and reviewed and accepted by the board prior to the start of operations.  The schedule shall be available for review at the offices of the Grantee and Operator.  All persons entering the zone, for any reason whatsoever, are bound by the schedule in addition to applicable government regulations.  Specifications for Grantee schedules are set forth in 15 CFR 400.42(b).  

2.2
The FTZ Board ‑ The FTZ Board is responsible for the establishment, maintenance, and administration of zones under the FTZ Act.  In addition, any questions regarding the specific scope of authority in terms of products, components and activities allowed are determined by the FTZ Board.  CBP is responsible for carrying out the Tariff Act and various other laws and regulations in respect to zones.  This section identifies the duties and responsibilities of the members of the FTZ Board and the role of CBP in FTZs. 

(a)
Makeup and Authority of the FTZ Board ‑ The FTZ Board consists of the Secretary of Commerce, who is chairman and executive officer and the Secretary of the Treasury (19 U.S.C. §81a(b)).  As set forth in 15 CFR 400.11 the FTZ Board has authority to: 

(1) Prescribe rules and regulations concerning zones; 

(2) Issue grants of authority for FTZs and subzones, and approve modifications to the original zone project;

(3)  Approve manufacturing and processing activity in FTZs and subzones as described in subpart D of 15 CFR 400; 

(4)
Make determinations on matters requiring Board decisions pursuant to 15 CFR 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 Grantees and Operators;

(7)
Require Grantees to report on FTZ operations; 

(8)
Report annually to the Congress on zone operations; 

(9)
Restrict or prohibit zone operations;

(10)
Impose fines for violations of the FTZ 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 FTZ Board to facilitate FTZ Board investigations and duties in the establishment, operation, and maintenance of FTZs (19 U.S.C. §81j).  Through Executive Order 7104, the President did direct that federal agencies furnish records and detail personnel as may be required by the FTZ Board.  

(c)
Committee of Alternates ‑ The Secretaries of Commerce and Treasury have rarely, if ever, convened in person to conduct FTZ 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 FTZ Board.  However, routine official FTZ Board business is conducted by memoranda and other correspondence circulated among the alternates. 

(d)
Executive Secretary ‑ The Executive Secretary of the FTZ Board is appointed by the Secretary of Commerce, as chairman of the FTZ Board, to be the chief operating official of the Board.  The principal duties of the Executive Secretary are set forth in 15 CFR 400.12.
 (e)
CBP Role ‑ CBP carries out most of the duties and responsibilities of the Secretary of the Treasury, under the FTZ Act.  This includes the preparation and implementation of the rules and regulations approved by the Secretary of the Treasury under 19 U.S.C. §81c, e, and o (b) of the FTZ Act and the assignment of the necessary CBP personnel to perform zone related work under 19 U.S.C. §81d.  However, CBP does not represent the Secretary of the Treasury in any matter pertaining to zones which is (1) of a policy‑making nature; or (2) within the authority of another agency of the Department of the Treasury, for which authority has not been delegated to CBP, such as TTB or the Internal Revenue Service (IRS). 

(1)
Principal CBP Concern ‑ The principal interest and concern of CBP in zones is control of merchandise moving to and from the zone, the protection of the revenue, and to ensure that zone procedures are in compliance with the FTZ Act and all laws and regulations pertaining to zone use.

(2)
Port Director as Representative of the FTZ Board ‑ The Port Director is the local representative of the FTZ Board.  The Port Director may call upon local representatives of other government agencies for advice in matters pertaining to the operation, maintenance, and administration of zones (15 CFR 400.41 and 19 CFR 146.2).

(a)
Duties as Representative – The Port Director is responsible for  conducting general oversight of the zone, its processes and procedures and the activities of the Grantee, Operator and Users, and to report exceptions to the FTZ Board. The Port Director will consult with and make recommendations to the FTZ Board on any zone boundary modification upon request of the Grantee or the FTZ Board staff (15 CFR 400.26(a)(2) and Section 4.4(a) FTZM).  CBP’s approval is always subject to activation conditions, and shall be so stated in the Port Director’s comments.  The Port Director has no enforcement authority as local representative of the FTZ Board beyond that conferred by the FTZ Board or FTZ Board Order.  However, the FTZ Board usually relies on the Port Director's advice on local zone matters (C.D. 089-3210‑025).

(3)
CBP Neutrality Policy ‑ Consistent with its role as a law enforcement agency, it is CBP’s policy to neither encourage nor discourage the establishment or the use of zones.  CBP personnel 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 FTZ Board and other federal agencies are directed to cooperate with one another (19 U.S.C. §81i and 19 U.S.C. §81j), Operators and Users may expect to deal with a number of agencies, other than CBP, concerning merchandise or activities in the zone falling within their jurisdiction.

2.3
Grantee, Operator, and User Duties and Responsibilities ‑ The FTZ 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 an Operator a fee for handling their merchandise and performing related services. 

(a)
Grantees ‑ A Grantee is a public or private corporation, as defined in 15 CFR 400.2, to which the privilege of establishing, operating, or maintaining a 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 U.S.C. §81(b);

(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 U.S.C. §81n and 15 CFR 400.42(b); 

(3)
Make annual reports (and at other such time as it may prescribe) to the FTZ Board containing such information as the FTZ Board may require (19 U.S.C. §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); 

(5)
Apply to the FTZ Board for a grant of authority to establish a subzone or to expand or otherwise modify its zone project (15 CFR 400.22(d), 400.26(a)(1));

(6)
Permit the erection of buildings necessary to carry out approved zone projects in accordance with 19 U.S.C. §81m and 15 CFR 400.28(a)(6); 

(7)
Operate, maintain, and administer the zone project under the FTZ Act, and laws and regulations administered by CBP for other agencies or administered directly by other agencies, and the schedules of rates and charges made and fixed by the Grantee, in accordance with 15 CFR 400.41 and 15 CFR 400.42(b)(1);

(8)
Make written application to the Port Director for approval of a new   Operator, pursuant to 19 CFR 146.7(e), (f);

(9)
If acting as the Operator makes application or must provide concurrence to a request for activation, de-activation or reactivation.

(b)
Operators ‑ An Operator is a corporation, partnership, or person that operates a FTZ or FTZ subzone under the terms of an agreement with the Grantee (19 CFR 400.2(q)).  For CBP purposes, the term “Operator” includes a Grantee that operates its own zone (19 CFR 146.1(b)).  Activation of a zone requires the execution of an Operator’s bond on a CBPF 301, which contains the bond conditions required by 19 CFR 113.73 (19 CFR 146.6(d) and (e)).  The bond insures the principal’s agreement to comply with the pertinent laws and CBP regulations and delineates the particular responsibilities of the Operator.    

(c)
 Users ‑ A  User is a corporation, partnership, or person that uses a zone under agreement with the Grantee or Operator for storage, handling, processing, or manufacturing of merchandise in zone status, whether foreign or domestic (15 CFR 400.2(t) and 19 CFR 146.1(b)).  Usually, the User is the entity which requests a permit to admit, process, or remove zone status merchandise.  In subzones, the Operator and User are usually the same entity. They may be permitted by the Grantee to construct their own buildings or structures in which they conduct their own business, according to the provisions of 19 U.S.C. §81m and 15 CFR 400.28(a)(6).  They are sometimes referred to as "tenants", but the more inclusive term "Users" is used in this manual. 

2.4
Subzones – An FTZ subzone (subzone) is a special‑purpose FTZ established as part of a zone project for a limited purpose that cannot be accommodated within an existing FTZ (19 CFR 146.1(b)(17) and 15 CFR 400.2(n)).  A subzone may be authorized if the Board finds that the operation cannot be served in the existing zone project and meets the required public 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 FTZ Act.  Vessels leaving a zone and arriving in the Customs territory are subject to regulation pursuant to 19 CFR 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 U.S.C. §81e and 19 CFR 146.12(b)).  Through the operation of 19 U.S.C. 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 zones through the Customs territory must be transported in-bond under the provisions of 19 CFR 18, 19 CFR 112, 19 CFR 125, 19 CFR 146.11 and 19 CFR 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 U.S.C. §81c(a) are not entitled to exemption from applicable duties, taxes and fees under the FTZ ACT, and therefore do not have zone status.  Such supplies may include, but are not limited to, office furniture, office machines, 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 FTZ Act). 

(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 CBP to have lost their exemption from duty under the FTZ Act, 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 C.S.D. 79‑418 and Section 11.6(j) FTZM).  

(b)
Use ‑ If imported merchandise in stock is withdrawn from stock for a use which causes it to lose its exemption from duty under the FTZ Act, the article must be entered for consumption.  An example of this use would be a zone wholesaler dealing in office furniture takes an office desk from stock and uses it in its own office operation in the zone. What uses in a zone cause merchandise to be subject to, or exempt from, duty under the FTZ Act are determined from the particular facts in a situation.  Borderline issues that may be raised concerning zone use should be referred to the Office of International Trade, for a ruling under the procedures in 19 CFR 177.

2.7
Production Equipment – 19 U.S.C. §81c(e) allows Users to defer duty on production equipment that is intended for use in zones.  The Board has authorized this activity.  The Board allows a User to admit equipment into the zone and assemble the equipment prior to entry for consumption.  Payment of duty would be deferred until such equipment goes into use as production equipment as part of zone activity, at which time the equipment is entered for consumption as equipment.  Alternatively, production equipment that is not for use within a zone may continue to be treated as normal merchandise.  Questions regarding the definition of production equipment shall be directed to the Board staff.

2.8
CBP Forms ‑ CBP forms unique to zones are the CBPF 214 and CBPF 216 (Application for Foreign Trade Zone Activity Permit).  Their uses are described in Parts 6 and 8 and the Appendix to the FTZM.  These forms are authorized to be printed by Grantees and Operators, brokers, importers, and other parties using zones, in a format which complies with the forms as approved by the Office of Management and Budget and on a quality of paper commensurate with that used by CBP.  The letterhead of the Grantee or Operator, in its own design, may appear in the space designated in these forms for zone location and address.  The forms may be printed in color‑coded copies, in multiple carbon copies, or as continuous forms for automated use, so long as they conform to the format of the approved forms.  Continuation sheets are also authorized to be printed, so long as the header information and the format of the sheet clearly identify the continued information.  Operators and Users are authorized to use computer‑generated forms, as long as the forms comply with the provisions listed above.  Additional authorization must be obtained from The Bureau of the Census (Census) to ensure that any computer‑generated information meets the requirements of that agency.  CBP prints and maintains a small stock of zone forms for occasional use by the public at its port offices and as a starter supply for newly‑established zones for copying and reproduction purposes.  A camera ready copy of CBP forms, e.g., CBPF 214, CBPF 214A, CBPF 216, etc., may be obtained upon request from the following by mail:

U.S. Customs and Border Protection



Forms and Records Management Section



Informational Services Branch



Asset Management



Office of Administration

1300 Pennsylvania Avenue, NW
Washington, D.C.  20229

http://www.CBP.gov

Note: The camera copy will provide the User with the current version of the requested CBP Form and ensure clarity in reproduction and copying. 

2.9
Place of Filing and Merchandise Examination ‑ It is CBP policy that all admission and entry documentation, and all other applications for permits, for merchandise destined to, in, or being transferred from a zone will be presented to CBP at a location within a port of entry, even if the zone is outside the port of entry.  Such documentation may be delivered to CBP by brokers, messengers, couriers, electronic transmission, facsimile or any other means that is administratively acceptable and within the law and regulations (See e.g., C.S.D. 87‑2).  It is also CBP 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.  CBP 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 CBP for the examination of the merchandise. 19 CFR 112.2 governs procedures by which 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 ‑ Zone merchandise may be examined or inspected outside a port of entry when: 

(1)
it is in the interest of CBP; 

(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,

(4)
there is a concurrence, under unusual and isolated circumstances, by the  Assistant Commissioner, Office of Field Operations, in such an examination or inspection. 

(b)
Delivery Procedures ‑ Merchandise covered by this policy will be delivered to and from the examination or inspection site by a bonded carrier or licensed cartman under the procedures specified in 19 CFR 18 and 19 CFR 125.  Operators who carry their own merchandise may be designated as private carriers under the procedures of 19 CFR 112, Subpart B.  Any qualifying Operator may be licensed as a cartman under the procedures of 19 CFR 112, Subparts C and D.  As set forth in 19 CFR 112.2(b), Operators may transport merchandise to their zone from anywhere within the geographic boundaries of the port where the zone is located, under their respective bonds and without the necessity of obtaining a cartman’s license.

Chapter 3

SUPERVISION OF FOREIGN‑TRADE ZONES, GRANTEE AND

OPERATOR RESPONSIBILITIES AND CBP FEES

3.1
General ‑ The Commissioner, through authority delegated from the Secretary of the Treasury, assigns the necessary CBP personnel to protect the revenue and to provide for the entry of foreign merchandise into the Customs territory (See 19 U.S.C. §81d).  The cost of maintaining the additional CBP service required under the FTZ Act will be paid by the Operator of the zone (19 U.S.C. §81n). However, see Section 3.11(a) FTZM concerning the suspension of zone fees and charges.  For many years, CBP 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 CBP under an audit‑inspection method which means that CBP does not maintain inventory records and CBP personnel are not routinely physically assigned to the premises (TD 86‑16).

3.2
Audit‑Inspection Supervision ‑ The Operator exercises physical supervision of zones, while CBP exercises general supervision through the audit‑inspection program.  Audit‑inspection is a comprehensive program based on the following 6 principles: 

(a)
Determination by CBP 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 CBP to the Operator for receipt, delivery from the zone, and any processing in the zone; 

(c)
Assumption of responsibility by the Operator for the merchandise in the zone, including physical supervision, security, recordkeeping, storage conditions, and processing (quantities of merchandise received or delivered are determined jointly by the Operator and the delivering or receiving carrier); 

(d)
Performance by CBP of audits and compliance reviews to verify whether the Operator is properly supervising the zone and maintaining the records in compliance with the laws and regulations; 

(e)
Adequate bonding of the Operator and assessment of liquidated damages by CBP to assure compliance with the requirements for proper supervision by the Operator; and 

(f)
Authority for CBP to suspend activated status for a period not to exceed 90 days, or by Board order, to continue suspension of activated status of any zone operation that cannot or does not comply with the laws and regulations for zones (19 CFR 146.82).  The Port Director may at any time recommend to the Board that the grant of authority be revoked for willful and repeated violations of the FTZ Act (19 CFR 146.83). 

3.3
CBP Supervision ‑ The extent and character of CBP supervision of zones and zone transactions shall be in accordance with 19 U.S.C. §81a-u, 19 CFR 1646a, 19 CFR 161.2, and 19 CFR 146.  The Port Director may detail, assign or request CBP personnel to supervise any transaction or procedure at a zone.  CBP supervision may be exercised through but not limited to audits of records, quantity counts of merchandise in inventory, compliance reviews of selected transactions or procedures, or reviews of record‑keeping, security, or storage conditions (19 CFR 146.3).

(a)
Physical Supervision ‑ The Port Director may order the physical supervision by CBP personnel of any merchandise transaction in a zone regarding zone status merchandise for which a CBP permit is required, (19 CFR 146.3(b)), in the same manner as such supervision was performed prior to the inception of the audit‑inspection program under TD 86‑16 (see Section 3.1 FTZM).  However, supervision is usually conducted through the audit‑inspection method (See Sections 10.4(e) and 13.6 FTZM).

(b)
Security Service ‑ Although the Operator may contract for guard service to provide security service at zones (19 CFR 146.4(g)) this does not limit the authority of the Port Director to assign CBP personnel to the zone to protect the revenue.

(c)
Access to Zones ‑ The Operator must permit CBP personnel access to the zone (19 CFR 146.4(b)).  CBP personnel will properly identify themselves to company security personnel at the company's initial security point.  To permit proper access, the Operator must furnish CBP personnel with special equipment (and, where applicable, the personnel to properly use the equipment) for conducting compliance reviews 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 Operators or Users inventory and recordkeeping system.  The Operator should cooperate in any compliance review, audit, or other lawful CBP action, including the location of records and merchandise, so as to achieve its prompt completion and assure a rapid return to normal zone operation.  CBP should respect Operator and User security health, safety, and union work rule procedures, to the extent that they do not interfere with a proper audit or compliance review of the zone.  At the discretion of CBP personnel, zone personnel may accompany CBP personnel during a compliance review.

3.4
Audits ‑ An audit is a systematic and thorough check of the Operators (and sometimes a Users) inventory and financial records against zone lot numbers (see Section 6.7(a)(4) FTZM) or unique identification number (UINs) and against the actual quantity of merchandise in the zone.  Audits are conducted by non‑uniformed CBP regulatory auditors and are conducted less frequently than compliance reviews (See Section 3.5 FTZM).  Their frequency is closely held information, which is not disclosed by CBP.  Audits are much more intense and of longer duration than compliance reviews, 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 CBPOs conducting compliance reviews, provide advance notification of an audit, except when it is in CBP interest to conduct an unannounced audit.  Upon arrival, auditors shall announce themselves to the appointed representative of the Operator or Users.  The Operator or User may request appropriate government identification of the auditors. 

(b)
Closeout ‑ Auditors shall provide a closeout interview with the Operator and User 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 - Port Directors are required to conduct compliance reviews based on the port's risk assessment of the individual zone, as outlined in the FTZ Compliance Review Handbook, HB 3500-10, dated July 2008 (19 CFR 146.3(b)).   A compliance review is a visit by one or more CBP personnel (usually uniformed personnel), from a port office to physically observe or examine transactions, records, procedures, or conditions in the zone.  The purposes of compliance reviews are to (1) determine whether the Operator and Users are in compliance with applicable laws, regulations, and CBP procedures; (2) provide CBP auditors with information in planning and conducting audits of the zone records; and (3) to determine the risk associated with each zone within the ports’ jurisdiction. CBP personnel shall not conduct audits or compliance reviews  under unsafe conditions, e.g., where there are tottering stacks of merchandise or damaged and exposed containers of hazardous substances, until the deficiency has been corrected (19 CFR 146.4 (f)).

(a)
Notification and Arrival ‑ Compliance reviews are made without advance notification to the Operator or User except when prior notification is in the interest of CBP.  However, the personnel shall announce their arrival to the manager or person in charge at the zone and at the User's premises before the compliance review is started.  Operators and Users may request identification by badge number from uniformed personnel and by U.S. Government identification card from non‑uniformed personnel.  The personnel may invite the manager or person in charge to have a representative present during the compliance review, but they will not be required to have a representative present, except as needed to locate records or merchandise, move merchandise, operate special equipment, or otherwise provide access to the merchandise and records.  CBP personnel should seek to minimize disruption of the day‑to‑day operations of the zone (FTZ Compliance Review Handbook, HB 3500-10, dated July 2008, page 16). 

(b)
Duration, Frequency, and Conduct ‑ A compliance review will generally be limited to a day or two, to allow the widest possible CBP presence at zones.  However, a compliance review may be extended in duration, at the discretion of the Port Director, for a further check on the basis of initial findings.  The frequency of compliance reviews will depend on CBP assessment of the risk represented by the zone.  Risk is the degree of exposure to the chance of non-compliance that would result in loss or injury to trade, industry or the public (FTZ Compliance Review Handbook, HB 3500-10, dated July 2008, pages 12-14.

The following four steps should be applied to the risk management process:  

Step 1:  Collect Data and Information

Step 2:  Analyze and Assess Risk

Step 3:  Prescribe Action

Step 4:  Track and Report

Based on the ports risk assessment, the annual minimum frequency is:  High ‑ not fewer than three compliance reviews per year; Medium ‑ not fewer than two compliance reviews per year; and Low – for low risk manufacturing subzones, schedule at least one compliance review every two years.  CBP personnel will usually conduct a quantity count of selected zone lots or inventory categories of merchandise (UINs), and reconcile the quantity count with the quantity reported in records in the zone admission file and/or the Operators inventory and recordkeeping system.  However, they may at times focus compliance review 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 in manufacturing subzones generally focus on the Operators records and de‑emphasizes quantity counts of physical inventory. 

(c)
Completion and Closeout ‑ If CBP personnel are unable to reconcile a discrepancy between their quantity count, and the balance in the Operators inventory recordkeeping system, they shall give the Operator (and User, if applicable) an opportunity to resolve the discrepancy before the compliance review is completed.  At the end of the compliance review, the personnel shall conduct a closeout interview with the person in charge at the zone facility to relate their findings.  In some cases, the personnel 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.  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.  CBP personnel shall make follow‑up visits to the zone to determine whether minor violations have been corrected or to verify assertions made by the Operator (FTZ Compliance Review Handbook, HB 3500-10, dated July 2008, and pages 18-19). 

(d) Best Practices - The Customs-Trade Partnership Against Terrorism program is considered for the entire supply chain of all shipments to the final destination in the United States.  CBP recognizes the role zones play in enhancing security and consider it to be a best practice when the supply chain ends with the in-bond shipment arriving at a zone due to the safeguards that are in place for checking seals and other security measures.  

(e) Best Practices – To combat unlawful employment, the Bureau of Immigration and Customs Enforcement (ICE) has introduced the ICE Mutual Agreement between Government and Employers). This voluntary partnership initiative applies to companies in FTZs just as it does to the public at large. For details, see www.ice.gov/partners/opaimage.”
3.6
Coordination of Audits and Compliance Reviews  ‑ Audits and compliance reviews are separate and independent, but mutually supporting, methods of verifying compliance by the Operator s with the laws, regulations, and procedures.   

3.7
Monitoring Foreign-Trade Zone Regulations ‑ The Port Director, may inspect zone operations for the purpose of informing the Board whether the provisions of the FTZ Act are being met (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 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, manufacturing, security, and storage conditions, in compliance with the laws and regulations.  The degree of supervision is that expected of a prudent manager of a storage, manipulation, or manufacturing facility, and may take into account the degree of supervision exercised by the User having physical possession of zone merchandise (19 CFR 146.4(a)). 

3.9
Operator Responsibilities ‑ The Operator’s responsibilities are set out in a number of provisions of 19 CFR 146 and 19 CFR 113.  These responsibilities are significant in that failure to carry them out may result in claims of liquidated damages against the Operator, or fines against the Operator, as an agent of the Grantee (See Section 13.4 FTZM, 19 CFR 146.81).  

(a)
Enforcement of Operator 's Requirements ‑ To assist in overall zone supervision, all applications for permits to admit, manipulate, manufacture, exhibit, or destroy merchandise in a zone must include the written concurrence of the Operator   (19 CFR 146.9).  Provision is made in the CBPF 214 and the CBPF 216 for the Operator’s signature for concurrence.  However, concurrence may be indicated by a separate specific or blanket concurrence which states clearly what the concurrence covers.  No concurrence is required when the Operator is the owner or purchaser of the merchandise for which the permit is requested.  No Operator concurrence is required for transfers of merchandise from a zone because, pursuant to 19 CFR 146.71(a), the merchandise is released by CBP to the Operator, not to the person making entry.  The Operator may subsequently release the merchandise to the appropriate party (19 CFR 146.9, 146.71; Section 8.6 FTZM).  An Operator may refuse to release merchandise to any person unwilling to be bound by the proper regulations or in violation of those regulations. The Port Director shall deny any application for a permit which does not have the concurrence of the Operator when required.

3.10
Grantee Liability ‑ A Grantee is a corporation to which the privilege of establishing, operating, and maintaining a zone has been granted (19 CFR 146.1(a); 15 CFR 400.2(p)).  The grant shall not be sold, conveyed, transferred, set over, or assigned (15 CFR 400.28(a)(8)).  CBP holds the Operator and surety responsible for compliance in the conditions of the Operator’s bond (19 CFR 113.73).  However, the execution of the bond by the Operator does not lessen the liability of the Grantee to comply with the FTZ Act and the implementing regulations, in 15 CFR and 19 CFR 146.6(e)).  The Grantee is not automatically liable for violations by Operators, Users, or other parties when it delegates its authority to operate and maintain a zone to another person and does not itself operate the zone  (15 CFR 400.28(a)(9); 19 U.S.C. 81g). 

3.11
CBP Reimbursement and Fees ‑ 

(a)
Activation and Alteration Fees – There are no fees associated with an application to activate, alter or relocate the activated area of a zone. (See Omnibus Budget Reconciliation Act).  

(b)
Merchandise Processing Fee (MPF) ‑ Importers of record are responsible for paying the merchandise processing fee as authorized under 19 U.S.C. §58c(a)(9) and 19 U.S.C. §(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); 19 U.S.C. 58c(b)(8)(A)(ii)).  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 CBP, or $9 for any automated or manual release if it is prepared by CBP personnel.  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 U.S.C. §1401a (i.e. dutiable value of the foreign non-duty paid merchandise, in the case of zones).  The MPF shall be deposited at the same time as the applicable duties as set forth in 19 CFR 141.101 (formal entries) or 19 CFR 143.28 (informal entries), and reported on CBPF 7501 (Entry Summary) 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)
Set forth 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);
(iv)
A product of Israel if an exemption with respect to the fee is implemented under Section 112 of the CBP and Trade Act of 1990 (i.e., through negotiation of U.S.‑Israel Free Trade Agreement); 19 U.S.C. §58c(b)(11);  

(v)
Covered by an entry for consumption filed to document shortages reported to CBP under the provisions of 19 CFR 146.53, since these are not considered to be true entries or releases as envisioned in 19 U.S.C. §58c; or

(vi)
Merchandise described in General Note 19 HTSUS, merchandise released under 19 U.S.C. §1321, and merchandise imported by mail.

(2)
Partial Exemptions ‑ A reduced merchandise processing fee is paid as set forth in this subsection 

(i)
Domestic Agricultural Products in Zone ‑ In the case of agricultural products of the U.S., which have been processed and packed in a zone, the fee will be applied only to the value of the foreign non-duty paid material used to make the containers for such merchandise (19 U.S.C. §58c(b)(8)(D)(v)). 

 (ii)
North American Free Trade Agreement – If PF status was attained prior to June 30, 1999, the Merchandise Processing Fee is owed.  If PF status was attained on or after June 30, 1999, no Merchandise Processing Fee is owed.  For NPF status merchandise, no Merchandise Processing Fee is owed (19 U.S.C. 58c(b)(8)(D)(vi)).  

(iii)
Metal Articles Exported and Returned ‑ In the case of merchandise classifiable under subheading 9802.00.60 (metal articles which were exported for repairs or alterations and have been re-imported for further processing), the fee will be applied only to the value of the foreign repairs or alterations.

(iv)
Articles Exported for Assembly and Returned ‑ In the case of merchandise classifiable under subheading 9802.00.80 (articles which were exported for assembly and have been re-imported), the fee will be applied to the full value of the product less the cost or value of the component U.S. products. 

(3)
Weekly Entries ‑ In the case of weekly entries under 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 (See 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 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.  

(1) Amount of the Fee - Commercial cargo loaded or unloaded from a commercial vessel is subject to a port use fee, of .125 percent of its value (26 U.S.C. §4461 and 19 CFR 24.24(a)).  The fee applies only if the cargo is loaded or unloaded at certain ports listed in 19 CFR 24.24(b)(1).  Fees shall be paid for all shipments unloaded and admitted to the zone during the quarter, or in the case of direct deliveries as noted in 19 CFR 146.39 and 19 CFR 146.40, unloaded and received in the zone, under the bond of the Operator . 

(2) Responsible Party - Users, not 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)). 

(3) Domestic Vessel Movements – If merchandise is transferred from a zone for transport on a commercial vessel to another U.S. port, the fee is payable by the shipper (the person who pays the freight) on a quarterly basis in the manner specified in 19 CFR 24.24(e)(1), and reported on CBPF 349 (see sample in the Appendix to the FTZM), or on CBPF 350 (see sample in the Appendix to the FTZM), if applicable.  Special intraport rules apply to domestic movements as specified in 19 CFR 24.24(d)(1), (2).  

(4) Method of Payment – The fee shall be paid on a quarterly basis either electronically on www.pay.gov or by mailing a check or money order payable to CBP.  Payment shall be accompanied by a CBPF 349 (Harbor Maintenance Fee Quarterly Summary Report) (see sample in the Appendix to the FTZM) covering the monthly aggregate fee. If the quarterly HMF payment is amended, it must be done on a CBPF 350 (Harbor Maintenance Fee Amended Quarterly Summary Report) (see sample in the Appendix to the FTZM).  The forms are available on-line at pay.gov.  If sending a check or money order, it should be sent to CBP, 6650 Telecom Drive, Suite 100, Indianapolis, IN 46278.

(i) www.pay.gov is a secure web-based collection portal that will allow customers to complete HMF forms and make payments without mailing paper checks.  Pay.gov requires that customers use ACH debit as their method of payment when making quarterly HMF payments (19 CFR 24.25).

(ii) Information for setting up electronic payment can be obtained at hmf.dhs.gov.

(5) Time of Payment – Quarterly payments are due no later than 31 days after the close of the quarterly period ending on the last day of March, June, September, and December  (19 CFR 24.24(f)).

(6) Recordkeeping – Each Applicant for admission responsible for payment of the fee must maintain records necessary for CBP to verify the accuracy of the fee computations and to otherwise determine compliance with the law.  These records must be maintained for five years from the date of the fee calculation, and must be made available for inspection or other official use by CBP if requested (19 CFR 24.24(g)).

(7) Penalty for Late Payment – 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)(1).

(8) Exemptions and Special Rules –

(i) Cargo first unloaded from aircraft, land vehicles, or otherwise not from a commercial vessel is exempt from the HMF.

(ii) Cargo first unloaded from a vessel at a port not listed in 19 CFR 24.24(b)(1) is also exempt from the HMF.

(iii) The HMF will not be assessed on any shipment entitled to be entered under the informal entry procedures of 19 CFR 143.21, nor collected in the quarterly submission (19 CFR 24.24(d)(3)(i)).

(iv) The HMF is not assessed on any import vessel movement or domestic shipment whose aggregate value does not exceed $1000, nor collected if the aggregate value of all shipments for which a HMF was assessed for the quarter does not exceed $10,00 (19 CFR 24.24(d)(3)(i); 19 CFR 24.24(d)(4)).

(v) Special rules applicable to intraport activities are set forth in 19 CFR 24.24(d)(1)(2).

(vi) Other exemptions set forth in 19 CFR 24.24(c)

 The Applicant for admission to the zone must advise the Director, Revenue Division, the name, address, EIN/IRS number, and telephone number of a responsible officer of the payer who will verify records required to be maintained as well as any changes to this information (19 CFR 24.24(g)).  The address is:

 



U.S. Customs and Border Protection



6650 Telecom Drive



Indianapolis, IN 46278 

Chapter 4

ESTABLISHMENT, ACTIVATION, ALTERATION AND OTHER CHANGES

4.1
General ‑ Putting a zone into operation is a two‑stage process.  The first stage is gaining approval by the Board for a grant to establish, operate, and maintain the zone.  The Board issues guidelines for all types of applications.  The guidelines can be found at www.ita.doc.gov (Board website).  The second stage is gaining approval by CBP for activation to allow merchandise to be admitted to the zone in zone status.  Only after the approval of activation will Users gain the benefits conferred under the FTZ Act.  The same two‑stage process applies to changes in the approved area of the zone. 

4.2
Application and Approval of Foreign‑Trade Zone ‑ Zone applications are approved under the authority and procedures of the FTZ Act (19 U.S.C. §81), and the Board (15 CFR 400.21 - 400.33).  Zone economic, financial, and physical requirements are set forth in 15 CFR 400.21 -400.33.  However, Board policy may call for other requirements, and Applicants are advised to consult with the Board early in the planning stage to determine the specific filing and exhibit requirements for their zone or subzone. 

(a)
Location Requirements ‑ Zones are located in or adjacent to a port of entry (19 U.S.C. §81b) and are listed in 19 CFR 101.3.  Zones may be located in communities that have CBP stations.  The Board considers a general-purpose location "adjacent" to a port of entry if it is within 60 statute miles or 90 minutes driving time from the outer limits of a port of entry as determined by the Port Director. This mileage and driving time limitation is specific to general-purpose zones, and not subzones (15 CFR 400.21(b)(2)(i)).  Subzones may be approved at more distant locations.  A subzone meets the adjacency requirement if; (a) proper CBP oversight can be accomplished with physical and electronic means; (b) all electronically produced records are maintained in a format compatible with CBP for the duration of the record period; and (c) the Grantee/Operator  agrees to present merchandise for examination at a CBP site selected by CBP when requested, and further agrees to present all necessary documents directly to the CBP oversight office (15 CFR 400.21(b)(2)(ii)).

Each port of entry is entitled to at least one zone project.  Additional zones may be approved if the port of entry is located within more than one state, if two cities separated by a body of water are embraced in one port of entry, or if the Board finds that existing zones will not adequately serve the convenience of commerce  (19 U.S.C. §81b and 15 CFR 400.21(a)).  

(1)
User Fee Airports ‑ User fee airports established under 19 U.S.C. §58b may be accepted by the Board as the equivalent of ports of entry for the purposes of the location requirements of 19 U.S.C. §81b).  Operator s of such airports must reimburse CBP for the cost of CBP services to the airport, including any service to a zone established at or in the vicinity of the airport (19 U.S.C. §81b; 15 CFR 400.2(i)).  This is an exception to the general prohibition against charging any CBP costs to zones (19 U.S.C. §58c(e)(2) and (6) and see Section 3.11 FTZM).

(b)
Grantee Sponsorship - The Board regulations define eligible Grantees when there is more than one zone project for a subzone project.  Normally, the closest Grantee in the same state would be the sponsor of a subzone.  However, 15 CFR 400.22(d)(ii) specifically provides that the Grantee of another zone in the same state is eligible to apply for a grant of authority if the Board 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 it determines that the operation cannot be accommodated in the existing general purpose zone facilities within the zone project and meets the required public interest test in 15 CFR 400.31 (c) and 15 CFR 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 Board.  Information regarding the fees may be found in 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 15 CFR 400.31.

(g)
Initiation of Procedure ‑ The application procedures and requirements are set out in detail at 15 CFR 400.24 - 400.26.  All applications will be filed with the Secretary of Commerce, Attention:  Executive Secretary, Foreign‑Trade Zones Board.  

(1)
Zone applications will consist of a letter of transmittal, executive summary, and five exhibits (15 CFR 400.24).                                         

(2)
Subzone applications will be the same as above except Exhibit #4 will show the specific activity proposed for the subzone and its net economic effect (15 CFR 400.25). 
(3)        Modifications of existing zone projects fall into two categories, major and minor (15 CFR 400.26).  Major modifications follow the procedures outlined in Section 4.2(h).  When such an application is filed with the Board, the Port Director will be notified and provided a date by which CBP technical comments on the application need to be submitted.  Minor modifications to the zone boundaries (as further described in Section 4.4) are evaluated in a simpler, administrative process by the Board.  Because of the shorter processing time, CBP technical comments are submitted to the Board with the Grantee’s request.  Minor modifications are generally processed by the Board within 30 days of the receipt of a completed request.

(4)        Temporary/Interim Manufacturing Authority (T/IM) - To be eligible for T/IM consideration, the activity must occur within an approved zone or subzone site and the products and components must be similar to a recent Board approval.  Any controversial trade issue and products are excluded from T/IM.  The T/IM database (available on the Board Web site) includes eligible products and components.  If the 6-digit HTSUS is not included in the database, but the products and components fall within included 4-digit HTSUS categories, a company may provide evidence that the activity is substantially similar to the already approved activity to be eligible for T/IM. 


T/IM requests are handled administratively by the Board, and are generally processed within 75 days.  Because of the shorter processing time, CBP technical comments are submitted to the Board with the application requesting T/IM authority.  In some cases, a company may be applying simultaneously for T/IM as well as permanent manufacturing authority.  In those cases, the Port Director may choose to indicate that the technical comments submitted on the T/IM request, would also apply to the request for permanent manufacturing authority.

(5)        Alternative Site Framework (ASF) - The ASF is an optional site management framework that was designed to give equal weight to increasing flexibility for Grantees and businesses and to addressing oversight concerns by focusing zone designation primarily on sites where zone activity actually occurs.  The ASF is an alternative practice that is consistent with the FTZ ACT and the Board regulations.

In essence, the ASF simply modifies traditional practice by allowing minor boundary modifications that draw on un-allotted acreage from a standard 2,000-acre activation limit for an individual zone. The ASF proposal makes the MBM practice far more predictable and flexible by building into the “plan” adopted for a participating Grantee the ability to designate one category of new sites through MBM action (as long as acreage from the 2,000-acre activation limit is available to be allotted). However, the ASF proposal’s increased flexibility for Grantees is tied to several specific limitations that will increase zones focus on active sites. The most important of these limitations is consistent application of “sunset” limits, as described in more detail below.  As with traditional practice, no proposal to add or modify a zone site will be approved unless the appropriate Port Director has concurred on the proposal. 

There are several key terms to understand regarding the ASF:

“Service Area” is the geographic area (such as specific counties) where a Grantee intends to be able to propose future zone sites.  If approved under the ASF, the zone could serve sites throughout the service area based on companies’ needs for zone designation.

“Magnet” sites are sites intended to attract multiple potential Operators/Users.

“Usage-Driven” sites are designated to meet a specific Operator /User’s present need for zone designation (rather than being designated speculatively to try to attract future Operator s/Users).  A Usage-Driven site is tied to the specific Operator /User for which it was designated and could not be used by any other entity.  A separate minor boundary modification action would be required to redesignate a Usage-Driven site for another Operator /User.

“Activation Limit” is a cap on the amount of space that can be in CBP “activated” status simultaneously.  The Board’s practice has long involved a 2,000-acre activation limit for any Grantee.  The ASF also applies activation limits on a site-specific basis (for example, a 500-acre industrial park site could have a 200-acre activation limit so that no more than 200 acres of the site could be in activated status simultaneously).  ACE and the Board’s web site will track all sites and activation limits

A “Sunset Limit” for a site means zone designation self-removes if there is no zone activity at the site before the sunset date.  For Magnet sites, the default sunset period is 5 years (with variation possible based on circumstances, including possible permanent designation for one Magnet site). Usage-Driven sites have a three-year sunset period.  FTZ activity at a site during sunset period simply resets the sunset date for an additional 5 years (Magnet) or additional 3 years (Usage-Driven).

 To move their FTZ into the ASF, a Grantee would submit an ASF reorganization application to the Board.  The application format is available at www.trade.gov/ftz and would follow the procedures described in Section 4.2.  Once such an application has been filed by the Board, notification requesting technical comments would be sent to the Port Director.  Once an FTZ has been reorganized under the ASF, requests for Usage-Driven Sites could be filed.  Requests for usage-driven sites would be processed under the minor boundary modifications procedures (see Section 4.4) and CBP technical comments would accompany the request. 

 (h)
Application Review – The examiner, appointed by the Executive Secretary, thoroughly reviews the application and the comments presented orally or in writing.  If there public interest issues involved, the Board may solicit the views of Federal or State government agencies or trade associations.  The Board will ask that the Port Director to submit their written comments views on the application.  The Port Director may be asked to include in their comments any special information they consider relevant to approval of the application. When these letters are received and the application has been fully reviewed, the examiner submits a recommendation in writing to the Board.

(1)
Procedures for Review – Board procedures for review of applications set forth standard time frames for each step of procedural review. Applications involving manufacturing or processing may be completed within 1 year.  Those applications not involving such activity may be completed within 10 months.  The Board will determine if all applications satisfy the requirements of 15 CFR 400.

(i)
The Board will provide notice to the Applicant within 20 days of receipt of the application should any deficiencies need correcting.  The Applicant will make any necessary corrections and return the application within 30 days (15 CFR 400.27(b)(1)).
(ii)
If the application needs no corrections, the Board will formally file the application, assign a case docket number and notify the Applicant within 45 days (15 CFR 400.27(b)(2)).

(2)
Comment Period ‑ The Board will designate an examiner, and publish a notice of the application in the Federal Register for public comments.

(i) The comment period will normally close 60 days after the date the notice appears.  In the event a hearing is scheduled, the general comment period does not close until 15 days after the hearing (15 CFR 400.27(c)(2)).

(ii) An additional 15 days will be allowed for rebuttal comments after the closing date of the public comment period.  (15 CFR 400.27(c)(2)).

(iii) The Port Director  will review the application and submit a technical report to the Board within 45 days of the close of the public comment period (15 CFR 400.27(d))

(1) CBP Special Requirement ‑ CBP requires for its review, a statement of commitment to electronic interface with CBP in the following form:

"(Name of Applicant) hereby commits itself to the establishment of an electronic interface with CBP through its electronic data interchange system, when the specifications and requirements of that interface have been developed and implemented by CBP.  We understand that this commitment is applicable to our agents and any Operator.  It is also understood that, if the interface has not been established, CBP may not activate the applicable portion of the approved zone covered by this application." 

This statement should be submitted with the application, but will be accepted later during the review.  If submitted later, it shall be provided to the examiner for transmittal to the Executive Secretary. 

(2) CBP will conduct a background investigation of the zone applicant, their personnel, and their key employees, as a routine part of the review of the zone application.  If the investigation discloses derogatory information, e.g. a criminal record involving theft or smuggling, the Board will be advised of the facts, to the extent permitted under the Freedom of Information and Privacy Acts, as amended (5 U.S.C. §552 and 5 U.S.C. §552a).  Derogatory information is an important factor in CBP’s decision whether to support the application (CD 3210-07).

(3)
Examiner’s Review – The examiner will prepare a report with recommendations to the Board and submit it to the Board within 120 to 150 days of the close of the period for public comment.

(i) Report unfavorable to Applicant:

(1) Applicant notified within 5 days;

(2) Applicant has 30 to 45 days from notification date to present new evidence.

(ii) Applicant presents new evidence:

(1) New evidence may be published in Federal Register for a 30-day comment period followed by a 15-day period for rebuttals.

(iii) CBP shall submit any additional comments within 45 days after notification by the Board if there are additional CBP issues (15 CFR 400.27(d)(2)(i)).

(iv) The examiners report shall be submitted to the Board within 30 days after receipt of additional evidence.

(4)
Special Conditions ‑ Public interest issues are normally resolved before they get to the final approval stage.  The Board may require special conditions be placed in the grant for a zone to protect the public interest, health or safety (15 CFR 400.33(a)).  Reviews of these special conditions can be instituted by the Board to ensure that they continue to be in the public interest (15 CFR 400.12u, 400.43)).  

(5)
Amendment or Withdrawal ‑ The Board may permit the amendment or withdrawal of the application during the review period (15 CFR 400.24).

(6)
Completion of Review ‑ A copy of the examiners report is sent for review to CBP.  Once CBP concurs with the findings, the report is forwarded to the Deputy Assistant Secretary (Enforcement) of the Treasury.  If the findings are accepted, a resolution to approve the application is signed by Treasury and forwarded to the Executive Secretary.  The time period for CBP and Treasury review is thirty (30) days (15 CFR 400.27(e)).

(7)
Final Action - When the Treasury resolution is received, the Board will prepare 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 ‑ Grants are limited by the provisions of the FTZ ACT and the Board, 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 U.S.C. §81q, 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: 

(a) Revocation by the Board for willful and repeated violations of the FTZ Act by the Grantee or subzone Operator, under 19 U.S.C. §81r and 15 CFR 400.28(c); 

(b) Grants 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).

(c) Voluntary relinquishment of a grant by the Grantee (there is no mention of this method in the FTZ Act or by the Board, but it has been accepted by the Board on several occasions); or 

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

(e) 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 U.S.C. §81f(b) and procedures are noted in 15 CFR 400.26).

(a)
Minor Boundary Modification ‑ Grantees may submit requests to the Board for minor modifications of zone boundaries.  Because this is an expedited procedure, Grantees normally discuss such proposals with the Port Director and seek comments prior to submission to the Board.  The Port Director’s comments normally accompany the Grantee’s request.  CBP’s approval is always subject to activation conditions, and shall be so stated in the Port Director’s comments.  The Board is authorized to determine the requirements for exhibits for such applications.  These exhibits will include a report from the Port Director.  If the Port Director recommends approval, the Board is authorized to approve the application (15 CFR 400.26(c)).  If the proposed boundary change is not a minor modification, generally, the procedure in 15 CFR 400.24 will be followed (15 CFR 400.26(b)). 

(b)
Description of Approved Zone Area ‑ Copies of maps, charts, layouts, and legal descriptions of metes and bounds of the approved zone area, including any expansions or boundary modifications shall be retained in a permanent file by the Port Director and shall be retained also by the Operator or Grantee, so it is clear at all times what the approved area covers (15 CFR 400.46(c)).  Any application for activation should be compared with the approved zone area to assure that the activated area will be within with the approved zone area. 

4.5
Other Changes to the Zone Project – There are other changes which affect the zone project which are not considered boundary modifications or expansions.

(a) Change to Grantee Organizations – Board regulations allow a Grantee of a subzone project to be replaced with another Grantee subject to Board approval.  

(i) A request with necessary documents must be submitted in writing to the Board explaining the circumstances, with a copy to the Port Director (15 CFR 400.26.

4.6
Commencement of Operations – An FTZ may commence operations after approval by the Port Director of an application to activate (19 CFR 146.6(a)).  Any proposed manufacturing or processing activity must be approved in advance by the Board.  The definition of manufacturing by the Board is any activity involving the substantial transformation of a foreign article resulting in a new and different article having a different name, character, and use (15 CFR 400.2(g)).  The definition of processing by the Board is any activity involving a change in condition of merchandise, other than manufacturing, which results in a change in the CBP classification of an article or in its eligibility for entry for consumption (15 CFR 400.2(k)).  Prior to commencement of operations in a zone, the Grantee must have available a zone schedule (See Section 2.1 (f) FTZM).

4.7
Application for Activation ‑ Board regulations require approval from the Grantee and the ort director pursuant to 19 CFR 146, prior to the activation of any portion of a zone project (15 CFR 400.28(a)(1)).  CBP regulations define activation as approval by the Grantee and the Port Director for operations and for the admission and handling of merchandise in zone status (19 CFR 146.1(b)(2)).  The term activation also includes the resumption of operations under a new Operator of a previously deactivated zone (CFR 146.1(b).  

(a)
Initiation of Procedure ‑ (See 19 CFR 146.6) - An Operator (or where there is no Operator, a Grantee/Operator) shall make written application to the local Port Director to obtain approval for activation of an FTZ or FTZ 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 CBP in connection with an application for activation (Omnibus Reconciliation Act of 1987).  The application must be accompanied by the following: 

(i) 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;

(ii) A  gauge table, when appropriate, showing the capacity in metric units of any tank certified to be correct by the Operator of the tank;

(iii) 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 146, Subpart B;  

(iv) Written concurrence of the Grantee when the Operator applies for activation (19 CFR 146.6(a) and (b)(5)).  

(b)
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. 

(c)
Treatment of Operator’s Procedures Manual ‑ The Operator’s procedures manual is furnished for CBP use in conducting compliance reviews and audits.  CBP personnel may initially read the manual for familiarization purposes.  Receipt of the manual by CBP 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 nor approval of the application for activation constitutes any representation by CBP that the system does or does not meet the criteria of 19 CFR 146, Subpart B.  The Applicant's certification that the recordkeeping system meets the requirements of Subpart B will be taken at face value by CBP at the time of application, and will be evaluated only through Compliance Assessments, Compliance Reviews, and Audits conducted after approval of activation.  At the option of the Port Director, the procedures manual may be returned to the Operator for retention at the zone as CBP’s copy of the manual.  The Operator shall keep the CBP copy updated (19 CFR 146.21(b)(2)) and furnish it to the appropriate CBP personnel upon demand.  The Port Director will retain the Operator’s certification of the procedures manual in a permanent file.  The procedures manual is exempt from disclosure under 5 U.S.C. §552(b)(4) and 19 CFR 103.12(d), and CBP will maintain its confidentiality.  Sanctions for violation of confidentiality by CBP employees are set forth in 19 CFR 103.34. 

(d)
Review of Application ‑ As a condition of approval of the application, the Port Director will order an inquiry by CBP personnel into: 

(i) the qualifications, character, and experience of an Operator  and/or Grantee, principle personnel, and/or key employees that are responsible for the zone; 

(ii) the security, suitability, and fitness of the facility to receive merchandise in zone status (security survey) (19 CFR 146.6(c)). 

(e)
Background Investigation ‑ The background investigation is made of the Operator  firm itself, management involved in the operation of the zone, and key employees that have access to or could cause changes to the inventory and recordkeeping system.  If a background investigation was done of the Operator in connection with the original zone application, no additional investigation will be made if the information from the original investigation is still current.  Checks are not usually made of User firms.  Checks of employees in subzones are limited to key management and employee positions.  The background investigation should be limited to those employees that have access to or could cause changes to the inventory and recordkeeping system.  Subjects of investigation may be required, as a condition of approval of the application for activation, to complete CBP fingerprint cards and establish their true identity for investigation purposes  (19 CFR 146.6(a), TD 93‑18).  Any information disclosed in this inquiry is confidential and will not be disclosed to unauthorized persons, except as set forth in the Freedom of Information and Privacy Acts, as amended  (5 U.S.C. 552 and 552a).  An employer may wish to obtain a Privacy Act waiver, which would allow disclosure of information from CBP to the employer, from employees at the time of employment.  If the background investigation discloses derogatory information, the Port Director may deny the application to activate. "Derogatory information" includes such information as: 

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

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

iii. 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 

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

(f)
Cargo Security Survey ‑ The surveying personnel may prepare a survey report addressing CBP physical and procedural standards.  The surveying personnel 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 Operator, the facility shall be re-inspected at an appropriate date to determine whether recommendations for improvements have been carried out.  If the Operator declines or is unable to institute improvements to correct significant deficiencies, the Port Director shall deny the application. 

(g)
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. 

(h)
Decision on Application ‑ The Port Director shall promptly notify the Applicant in writing of the decision to approve or deny activation of the zone.  If the application is denied, the notification will state the grounds for denial, which need not be limited to those listed in 19 CFR 146.82(a).  The decision of the Port Director will be the final CBP administrative determination in the matter.  On approval of the application, an Operator’s bond shall be executed on CBPF 301 (Customs Bond), containing the bond conditions of 19 CFR 113.73.  Upon the Port Director’s approval of the application and acceptance of the executed bond, the zone or zone site will be considered activated and merchandise may be admitted to the zone in zone status.  Execution of the bond by an Operator does not lessen the liability of the Grantee to comply with the FTZ Act and implementing regulations (19 CFR 146.6(d) and (e)).  

Because of the requirements for the background inquiry, applicants may normally expect the Port Director’s decision on the application any time from 1 to 4 months after the application was submitted to CBP.  The application will not be provisionally approved pending the completion of a regulatory or administrative requirement, e.g. the completion of a background inquiry.  Thus, if an application is approved, it will be suspended or revoked only as set forth in 19 CFR 146.82 or 19 CFR 146.83, (see Sections 13.8 through 13.11 FTZM).

(i)
Admission of Merchandise Already in Zone ‑ Domestic and duty‑paid merchandise which is already in the activated area at the time of activation will be treated as having been admitted to the zone in domestic status as authorized in 19 CFR 146.43, and the provisions of 19 CFR 146, Subpart B shall become applicable to the merchandise.  Merchandise not qualifying for domestic status which is in the area at the time of activation shall be admitted to the activated area under the procedures in 19 CFR 146.32 (and see Section 6.7 FTZM), or removed therefrom for other disposition according to law. 

(j)
Foreign‑Trade Zone Operator’s bond ‑ The Operator’s bond shall be in the amount set by the Port Director , but will not be less than the amount set by the bonding guidelines.  The bond may cover all zones of the same Operator in the United States. The amount of the bond shall be determined by the Port Director in accordance with the guidelines set forth in 19 CFR 113.13(b) and CD 3510‑004.  The initial standard should be based upon CBP duties and fees owed on the average value of foreign status non-duty paid merchandise held in the zone.  An Operator  may engage in cartage or lighterage under his bond only for merchandise destined for his zone and may also transport merchandise to his zone from anywhere within the district boundaries where the zone is located (19 CFR 112.2(b)).  Any other bonded operations by the Operator , such as of a private carrier, container freight station, or bonded warehouse may not be incorporated in the Operator ’s bond, but rather must be covered under a separate custodial bond, containing the conditions set forth in 19 CFR 113.63.  No foreign or zone‑restricted status merchandise will be admitted to a zone until the Operator’s bond has been properly executed and is on file with CBP.  An entry of merchandise for consumption into the U.S. must be covered by a separate entry bond (See Section 9.7(b) FTZM). 

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 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 CBP 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 Zone ‑ 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 bonded warehouse, container freight station, or centralized examination station upon approval of the application by CBP and filing of the appropriate CBPF 301.

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 blueprint the exact site to be deactivated.  The Port Director shall not approve the application unless all merchandise in the site in zone status (other than domestic status) has been removed at the risk and expense of the Operator, or a consumption entry has been filed for the merchandise.  The Port Director may require an accounting of all merchandise in a zone as a condition of approving the deactivation (19 CFR 146.7(b)).  No fee is charged for deactivation. 

4.10
Reactivation ‑ "Reactivation" means a resumption of the activated status of an entire area that was previously deactivated without any change in the Operator or the area boundaries.  If the boundaries are different, the action is an alteration, not a reactivation.  If the Operator is different, it is an activation, not a reactivation (19 CFR 146.1(b)(17)).  A zone or zone site may be reactivated through the same application procedure that was used for deactivation, if a sufficient Operator’s bond is on file (19 CFR 146.7(b)).  No CBP fee is charged for reactivation. 

4.11
New Bond ‑ The Port Director  may require an Operator  to furnish, on 10 days notice, a new Operator ’s bond on a CBPF 301 set forth in 19 CFR 146.7(d).  Alternatively, the Port Director  may require, on 30 days notice, a new Operator ’s bond set forth in 19 CFR 113.13(c).  If the Operator fails to furnish the new bond within the allotted time, no more merchandise shall be received in the zone in zone status.  Merchandise in zone status (other than domestic status) shall be removed at the risk and expense of the Operator, or the merchandise shall be entered for consumption.  A new bond may be required if (1) the activated zone area is substantially altered; (2) the character of merchandise admitted to the zone or operations performed in the zone are substantially changed; (3) the existing bond lacks good and sufficient surety; or (4) for any other reasons substantially affecting liability of the Operator under the bond (19 CFR 146.7(d), see Section 13.7 FTZM). 

4.12
New Zone Operator ‑ It is permissible to change Operators.  In the existing zone operation, the Grantee sponsor should be careful not to terminate contractual relationships until the Port Director has approved a new Operator, background investigations have been completed, and an Operator’s bond has been accepted and is in force for an agreed amount.  A contract between the Grantee and Operator should govern the relationship between the parties.  A Grantee of an activated zone site shall make written application to the Port Director for approval of a new Operator, submitting with the application a certification by the new Operator that the inventory control and recordkeeping system meets the requirements of 19 CFR 146 Subpart B and a copy of the procedures manual if different from the previous Operator’s manual.  The Port Director may order an inquiry into the qualifications, character, and experience of the Operator and its principal personnel or key employees responsible for the zone.  The bond specified in 19 CFR 146.6(d) shall be submitted by the Operator before the operating agreement may become effective in respect to merchandise in zone status.  The Port Director shall promptly notify the Grantee, in writing, of the approval or disapproval of the application (19 CFR 146.7(e), (f)). The same background 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 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 zone changes hands through sale or other transfer, the procedure to be followed depends on whether the zone is individually‑owned, a partnership, or a corporation. 

If the zone 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 zone 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 firm is changed, the Operator should see that CBP is notified through a rider to the Operator’s bond under the procedure set forth 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 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 current Operator’s bond; in an updated permanent file for the use and reference of appropriate CBP personnel pursuant to 19 CFR 146, Subpart B.  Operators should keep the same information in a permanent file, along with the original zone approval (including any grant restrictions specified by the FTZB) and boundary modifications as noted in Section 4.4(b) FTZM and 15 CFR 400.46(c).

Chapter 5

ZONE STATUS
5.1
General ‑ "Zone status,” means the legal status of merchandise, which has been admitted to a zone, thereby becoming subject to the provisions of the FTZ Act.  Customs regulations have established four (4) kinds of zone status under the FTZ Act, 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 status is dictated by law because of the definition of the status in the regulations, the operation of other laws in conjunction with the FTZ Act, or special conditions in the 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:

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

(b) merchandise temporarily deposited for manipulation under 19 U.S.C. §1562 and 19 CFR 19.11  (19 CFR 146.33);  

(c) merchandise transiting a zone  (19 CFR 146.34);  

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

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

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

(g) merchandise which has been constructively transferred to the Customs territory, but remains in the activated area of the zone;  (19 CFR 146.61 and 146.71(c) and C.S.D. 79‑249); 

(h) excess merchandise (overages) which have not yet been admitted to a zone; (C.S.D. 81‑70); 

(i) articles used in the zone (e.g. office supplies) for purposes not specified in the Act (15 CFR 400.1(c)).

5.3
Application for Zone Status or Status Change ‑ An applicant for admission shall select a zone status for merchandise or the application will be returned on the grounds that it was prepared improperly or incompletely.  Multiple lines of merchandise can have different zone statuses and they may be admitted under a single admission.  Where permissible under the law and regulations, a User may apply for a change in zone status for merchandise already admitted to the zone.  The description of the merchandise must be sufficiently clear so as to leave no doubt to CBP which merchandise is covered by the application. 

5.4
Foreign Status Merchandise (FSM) – FSM is imported merchandise which has not been properly released from CBP custody in the Customs territory (19 CFR 146.1(b)).  Domestically‑produced merchandise which has been exported and re-imported into the United States, but not properly released from CBP custody prior to entry, is foreign merchandise.  

5.5
Privileged Foreign Status (PFS) ‑ Under this provision, an importer chooses to have the merchandise treated, for tariff purposes, in its condition at the time of admission to the zone, although the choice of that status need not be exercised at the time of admission. The election of PFS may be made after merchandise has been admitted to the zone provided that the merchandise has not been manufactured or manipulated in any way which may have effected a change in tariff classification.  PFS merchandise is 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 (19CFR 146.65(a)(1)).   However, note the provision for TTB excise taxes at Section 11.7(k) FTZM and floor stocks taxes in Section 11.6(d)(5) FTZM.  Privileged foreign status is not in effect until the merchandise is received in zone status in a zone.  Whenever the privilege has been requested and there has been no manipulation, manufacture or processing in the zone effecting a change in tariff classification, the Port Director shall take under supervision any zone lot or part of a zone lot, including inventory categories and Unique Identifier Number (UIN's) of foreign merchandise in a zone and cause it to be appraised and taxes determined and duties liquidated thereon.  19 U.S.C. §81c is the legal authority for privileged foreign status.  Specific applications of this provision to waste and scrap and for valuation purposes are dealt with in Section 9.7(g)(1) and (h)(1) FTZM. 

Notwithstanding this provision, TTB excise taxes will be paid at the rate in effect at the time of transfer from the zone for consumption regardless of the zone status; further TTB may impose a floor stocks tax on non-tax paid distilled spirits, tobacco, and tobacco products in a zone (P.L. 101-508, 26 U.S.C. §5001 note, see Section 11.6(d)(5) FTZM). 

Applicants usually choose PFS 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 rates 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 CBPF 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 set forth 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: 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 C.S.D. 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)). 

(c)
Privileged Foreign Status Binding – PF status 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 FTZ Act.  It may not be entered for warehouse or under a TIB (19 CFR 146.64 (a) and C.S.D. 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 C.S.D. 86‑7).

5.6
Non-privileged Foreign Status (NPF) ‑ By selecting NPF status, an importer chooses to have the merchandise treated, for tariff purposes, in its condition and quantity as it is constructively transferred to the Customs territory and entered for consumption (19 CFR 146.65(a)(2)).  Restricted merchandise in NPF status, which cannot be entered for consumption, may be transformed in a zone into merchandise which may be entered for consumption into the commerce of the United States unless prohibited under the operation of another law (For examples, see C.S.D. 79‑41 and C.S.D. 79‑471).  NPF status merchandise may also be transferred to the Customs territory for warehousing, exportation, vessel or aircraft supply use, temporary importation bond, or transfer to another zone or port.  After the merchandise is admitted to a zone, NPF may be changed to PF or ZR status at the option of the zone User, if the merchandise is legally entitled to receive that status.  For example, merchandise may not be changed to privileged foreign status if it has already been manufactured, processed or manipulated so as to change its tariff classification  (19 U.S.C. §81(c)); 19 CFR 146.41(b) and see Section 5.5(a) FTZM).  All of the following will have the status of nonprivileged foreign merchandise, if requested in proper form by the Applicant for admission: 

(a) Foreign Merchandise ‑ Foreign merchandise properly in a zone which does not have the status of privileged foreign merchandise or of zone‑restricted merchandise; 

(b) Waste ‑ Waste recovered from any manipulation or manufacture of privileged (or non-privileged) foreign status merchandise in a zone; and 

(c) Certain Domestic Merchandise ‑ Domestic merchandise in a zone which by reason of noncompliance with the regulations has lost its identity as domestic status merchandise will be treated as non-privileged foreign merchandise.  Any domestic merchandise will be considered to have lost its identity if the Port Director determines that it cannot be identified positively by CBP personnel as domestic merchandise on the basis of an examination of the articles or consideration of any proof that may be submitted promptly by a party‑in‑interest.  CBP may consider domestic status identity maintained when it can be established through inventory control and accounting procedures approved by CBP (19 CFR 146.42 and see Section 5.7(d) FTZM).

5.7
Domestic Status ‑ Domestic merchandise may be taken into a zone, placed under the supervision of CBP and, whether or not it has been combined with or made part of other articles in the zone, may be brought back to the Customs territory free of duty, or tax 19 U.S.C. §81c, is the legal authority for domestic status in zones.  An importer or other User does not choose domestic status, as he or she may choose privileged foreign, non-privileged 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 Service 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 non-privileged foreign status.  It may be admitted to a zone only in zone‑restricted status (C.S.D. 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.  No application or permit is required for the manipulation, manufacture, exhibition, destruction, or transfer to the 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.  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 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 146 Subpart B (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 CBP Regulations, it shall be treated upon entry to the Customs territory as foreign merchandise under the provisions of the tariff and Internal Revenue Service laws in force at that time.  CBP may consider domestic status identity maintained when it can be established through inventory control and accounting procedures approved by CBP (C.S.D. 81‑67).  Domestic status merchandise shall not be considered to have lost its identity if the zone inventory control and recordkeeping system accurately identifies both domestic and foreign status fungible merchandise.  In a UIN system involving fungible merchandise of multiple statuses, the zone inventory control and recordkeeping system shall be sufficient for these purposes  (See also Section 7.8(c)(4) FTZM on maintaining the record identity of domestic status merchandise).

(e)
Commissioner's Order to Require Permits ‑ CBP will not require permits for domestic status merchandise which has not been manufactured, manipulated or otherwise processed with other status merchandise unless and until an order of the Commissioner has been placed in effect, and then only to the extent of the provisions of the order (19 CFR 146.43(b)). 

(f)
Return of Domestic Status Merchandise to Customs territory ‑ Upon compliance with the regulation in 19 CFR 146.43(c), any of the merchandise specified in Sections 5.7(a) FTZM remaining in domestic status may subsequently be returned to the Customs territory free of duty, or tax (19 U.S.C. §81(a) and 19 CFR 146.43(c) and Section 9.3 FTZM).

5.8
Zone‑Restricted Status ‑ Articles which have been taken into a zone from the Customs territory for the purpose of exportation, destruction (except destruction of distilled spirits, wines, and fermented malt liquors), or storage, shall be considered to be exported for the purposes of drawback, warehousing, bonding and other purposes of the Internal Revenue Service laws.  Such a transfer may also be considered an exportation for the purpose of other Federal laws insofar as Federal agencies charged with enforcement of those laws deem it advisable.  19 U.S.C. §81c, is the legal authority for ZR status. 

(a)
Application for Zone‑Restricted Status ‑ Merchandise taken into a zone for the sole purpose of exportation, destruction (except destruction of distilled spirits, wines, and fermented malt liquors), or storage will be given ZR status on proper application.  That status may be requested at any time the merchandise is located in a zone, even after it has been manufactured, but cannot be abandoned once granted, except by order of the Board.  Applications for zone‑restricted status will be made via e-214 or on a CBPF 214 (19 CFR 146.44(a), (b)).  ZR status may be approved for either foreign or domestic merchandise.  Applications for ZR status are normally at the option of the party in interest.  However, it may be mandatory for certain merchandise, such as merchandise transferred from a bonded warehouse or non-tax paid alcoholic beverages or tobacco products (See Section 5.8(b)(2) and (3) FTZM below), or merchandise whose entry into U.S. commerce has been rejected by a Federal agency.  Merchandise which arrives at a port on an entry for exportation or transportation and exportation (IE or T&E) will usually be admitted in zone-restricted status; however, the Port Director may approve admission in another status if he or she is satisfied that exportation is not required by any Federal law or regulation. 

(b)
Merchandise Considered Exported ‑ Merchandise may be considered exported, for CBP or other purposes, upon its admission to a zone in zone‑restricted status. 

(1)
For CBP Purposes ‑ If the Applicant desires ZR status in order that the merchandise may be considered exported for the purpose of any CBP law or regulation, all pertinent CBP requirements relating to an actual exportation shall be complied with as though the admission of the merchandise into the zone constituted a lading on an exporting carrier at a port of final exit from the U.S.  Any declaration or form required for actual exportation will be modified to show the merchandise has been deposited in a zone in lieu of actual exportation and a copy of the approved CBPF 214 or a copy of the approved electronic version may be accepted in lieu of any proof of shipment required in cases of actual exportation (19 CFR 146.44(c)(1)).  ZR status is used most often, for CBP purposes, to serve as a notice of exportation for drawback purposes or to close out a temporary importation bond. Procedures for satisfying these requirements are described in Sections 6.7(g)(1) and 6.13 FTZM. 

(2)
For Other Purposes ‑ If the merchandise is to be considered exported for the purpose of any Federal law other than CBP laws, the Port Director  shall be satisfied that all pertinent laws, regulations, and rules administered by the Federal agency concerned have been complied with before the e-214 or CBPF 214 is approved (19 CFR 146.44(c)(2)).  A certificate of arrival shall be executed by the Port Director and/or the Operator as specified in 19 CFR 146.38 and see Section 6.11 FTZM.  TTB is the most frequent User of this provision, to satisfy the requirement for exportation of non-tax paid alcoholic beverages and tobacco products.  Procedures for satisfying those requirements are specified in 27 CFR 252 and 19 CFR 290 and described in Section 6.12 of this manual.  Non-tax paid alcoholic beverages and tobacco products may be admitted to a zone only in zone‑restricted status (C.S.D. 82‑112).  Whether ZR status may be used to satisfy exportation conditions or requirements of state or local governments is dependent on state or local laws.

(3)
Admission for Manufacturing ‑ Merchandise in a status other than zone‑restricted, cannot be considered to be exported pursuant to the FTZ ACT when it is sent to a zone for the purpose of manufacturing.  (TD 89‑4, and Chrysler Motor Corporation v. United States, Slip Op 90‑130, (CIT 1990) (755 F. Supp. 388 (1990), aff’f, 945F. 2d 1187(Fed. Cir. 1991)).
(c)
Merchandise Entered Into a Bonded Warehouse ‑ Merchandise entered into a bonded warehouse for storage and then transferred to a zone other than temporarily for manipulation as set forth in 19 CFR 146.33, will have ZR status when admitted into the zone.  The application for admission for merchandise originally entered for warehouse must request ZR status. Otherwise, CBP will return the application for admission (19 CFR 146.44(d), 19 CFR 146.11(d) and 19 CFR 144.37(g)). 

Merchandise which has been placed in a bonded warehouse for a purpose other than entry for warehouse, such as general order or under seizure, may be admitted to a zone in any eligible status. 

(d)
Destruction ‑ Destruction requires that the merchandise, and its residue from the destruction, have been rendered valueless (C.S.D. 80-67); otherwise, the process will be treated as a manipulation.  However, partial destruction, combined with exportation and/or storage, meets the requirements of the FTZ Act and regulations for treatment of merchandise in zone‑restricted status.  Any remaining valuable residue may be removed from the zone for entry for consumption only with the approval of the Board (C.S.D. 80‑67).  Alcoholic beverages may not be admitted to a zone for the purpose of destruction, but if they have been admitted and subsequently become unfit for export, they may be destroyed with the permission of TTB) under the procedures in 27 CFR 252.35 through 27 CFR 252.38.

(e)
Prohibition Against Manufacture, Processing or Manipulation ‑ Since zone‑restricted status is granted for the sole purpose of storage, exportation, or destruction, merchandise in zone-restricted status may not be manufactured or processed in the zone.  Merchandise may not be manipulated except to the extent necessary for its exportation, destruction, or storage, i.e., except for packing, unpacking, repacking, testing or similar operation incidental to exportation or destruction.  After merchandise in non-privileged foreign or domestic status has been manufactured, processed or manipulated in the zone, the Port Director may approve a change to zone‑restricted status (See Section 5.8(a) FTZM). 

(f)
Transfer to Customs Territory ‑ Merchandise in ZR status may not be returned to Customs territory for domestic consumption except when the Board deems such return to benefit the public interest, in which event the articles shall be subject to the provisions of Chapter 98, Subchapter I, Harmonized Tariff Schedules 19 U.S.C. §81c (a), 19 CFR 146.70(b).  The provisions for transfer of ZR status merchandise to Customs territory are described in 19 CFR 146.70 and section 9.15 FTZM. 

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 CBP laws of the United States, except as otherwise set forth in the FTZ Act, be brought into a zone (19 U.S.C. §81c(a)). To "admit" merchandise means to bring it into a zone with zone status (19 CFR 146.1(b)).  

6.2
Prohibited Merchandise ‑ The importation of merchandise which is prohibited by any law of the United States, or merchandise which is excluded from a zone by Board Order as set forth in 19 U.S.C. §81o(c) (19 CFR 146.1(b) and see Section 11.2 FTZM).  If a Port Director  has any reason to suspect that an admission of merchandise into a zone 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 Board prior to such admission (Arbor Foods, Incorporated v. United States 97F.3d 534 (Fed. Cir.1996)). If there is a question as to whether merchandise is prohibited, Port Director s 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 set forth 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 CBP laws, including those providing for seizure of the merchandise (C.S.D. 82‑16). 

6.3
Conditionally Admissible Merchandise ‑ Conditionally admissible 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 U.S.C. §2601 et seq.) which has not received approval by EPA 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).

6.4
Time of Admission ‑ Merchandise is admitted to a zone via concurrence of the e-214 or when (1) the Port Director or his designee has properly approved the application for admission; and (2) the Operator has signed for receipt of the merchandise into the activated area of the zone with an accompanying date acknowledging receipt of the merchandise into the zone inventory control and recordkeeping system.  

(a)
Domestic Status Merchandise ‑ Domestic status merchandise for which no permit is required (19 CFR 146.43(b)) is deemed admitted when it is (1) recorded in a receiving report or document as set forth in 19 CFR 146.22(a); and (2) physically brought into the activated area of a zone.

 6.5
Non‑Zone Status Transactions ‑ As noted in Section 5.2 FTZM, there are a number of circumstances where merchandise may be received in a zone, but not have zone status.  Procedures for some of these transactions are covered by this section.  Procedures for direct delivery under 19 CFR 146.39 and 146.40 are covered in Section 6.10 FTZM.

(a)
Temporary Deposit for Manipulation ‑ Imported merchandise for which an entry has been made and which has remained in continuous CBP custody may be brought temporarily into a zone for manipulation and returned to the Customs territory under CBP supervision, pursuant to 19 U.S.C. §1562.  That merchandise will not be considered within the purview of the FTZ Act, but will be treated as though remaining in Customs territory.  No zone form or procedure will be considered applicable, but the merchandise will remain subject to any requirements necessary for the enforcement of 19 U.S.C. §562 and other CBP laws while in a zone (19 CFR 146.33).  Such manipulations are at the risk and expense of the importer under the importer's importation and entry bond (19 CFR 113.62(g)), not under the Operator’s bond.  Physical supervision of the manipulation may be conducted by CBP as set forth in 19 CFR 101.2(c).

(b)
Merchandise Transiting Zone ‑ The following procedure is applicable when merchandise is to be unladen from any carrier in the zone for immediate transfer to Customs territory, or when it is to be transferred from Customs territory through the zone for immediate lading on any carrier in the zone (19 CFR 146.34).

(1)
Application ‑ Application for permission to lade or unlade will be filed with the Port Director on a CBPF 3171 (Application-Permit-Special License-Unlading Overtime Services) prior to transfer of the merchandise into the zone.

(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 19 CFR 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 e-214/CBPF 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 set forth 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 transmitted/signed and uniquely numbered e-214/CBPF 214, annotated clearly "Temporary Deposit in a Zone". For paper CBPF 214 applications, 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 as set forth in 19 CFR 146.35, and shall see that such files are properly maintained until a zone admission, entry, or transfer to general order occurs. Merchandise temporarily deposited in a zone will be subject to periodic compliance reviews by CBP to assure compliance with the regulations.

(3)
Conditions ‑ Merchandise temporarily deposited as set forth in 19 CFR 146.35 has no zone status and is considered to be in Customs territory.  It will be

(i)
physically segregated from all other zone merchandise;

(ii)
held under the bond and at the risk of the Operator; and 

(iii)
manipulated only to the extent necessary to obtain sufficient 
information about the merchandise to file the appropriate e-
214/CBPF 214 admission or entry documentation (19 CFR 
146.35(c)).

(4)
Approval ‑ The Port Director will approve the application for temporary deposit if the provisions of Section 6.5(c)(3)(i) through (iii) FTZM above are met (19 CFR 146.35(d)). 

(5)
Admission to Zone ‑ A complete and accurate e-214/CBPF 214 will be submitted as set forth in 19 CFR 146.32 within 5 working days, plus any extension granted by the Port Director  or the merchandise shall be placed in general order (19 CFR 146.35(e)).  

(6)
Difference from Suspense Account Requirement ‑ Temporary deposit to complete documentation is distinct from the suspense account requirement of 19 CFR 146.22(c) (See Section 7.8(b)(1) FTZM.)  Merchandise received without complete CBP documentation or which is unacceptable to the inventory control and recordkeeping system, will be recorded in an admission suspense account or record until documentation is complete or the system is capable of accepting the information, at which time it will be formally admitted to the zone under 19 CFR 146.32 or 19 CFR 146.40.  The receiving report or document will provide sufficient information to identify the merchandise and distinguish it from other merchandise.  The suspense account or record will be completely documented for CBP review to explain the differences noted and corrections made.

6.6
Arrival and Retention of Merchandise ‑ Merchandise may be admitted directly to a zone from any place within or outside the Customs territory.  Foreign merchandise destined to a zone and transported in-bond through the Customs territory will be subject to the laws and regulations applicable to other merchandise transported in-bond between two places in the Customs territory (19 CFR 146.11(a), (b)).  Except for direct delivery procedures set forth in 19 CFR 146.39, all merchandise covered by an e-214/CBPF 214 may be retained for CBP examination, pending approval of admission, at the place of unlading, the zone, or other location, as designated by the Port Director  (19 CFR 146.32(c)(3), 146.36).  Port Directors are reminded that CBP has the right to inspect any shipment for enforcement purposes.

(a) Movements Within a Customs Port of Entry – When authorized by the Port Director, direct delivery procedures as set forth in 19 CFR 146.39 are available for merchandise arriving from a foreign country to be delivered directly to the zone within the same Customs port of entry boundaries (19 CFR 146.66(a)).  Either a bonded carrier must be used or the Operator moves the merchandise under its bond.

6.7
Application for Admission and Permit ‑ Merchandise does not achieve zone status until concurrence via the e-214 or authorization is given by the Port Director on the CBPF 214 for its admission (except in the case of domestic status merchandise for which no permit is required), and the Operator signs for receipt of the merchandise into the zone with an accompanying date acknowledging receipt of the merchandise in the inventory control and recordkeeping system (See Section 6.4(a) FTZM).  

(a)
Application ‑ Merchandise may be admitted into a zone only upon application on a uniquely and sequentially numbered e-214/CBPF 214 and upon concurrence by the Port Director on the CBPF 214.  If filing a paper CBPF 214, the Applicant for admission shall present the application to the Port Director and shall include, a statistical copy on CBPF 214A for transmittal to Census. The form shall bear the signature of approval of the Operator in the appropriate block, unless a separate individual or blanket approval has been given (19 CFR 146.9 and 146.32(a)).  For applications submitted and concurred via e-214, data is provided to Census through the electronic interface and submission of a statistical hard copy CBPF 214A is not required.

(1)
Who May Make Application ‑ Application for admission may be made only by the person with the right to make entry (19 CFR 146.32(b)(2)).  Right to make entry shall be determined according to the provisions of CD 099 3530-002, and other pertinent service-wide instructions.  However, a Customs broker or Operator  may prepare and/or file the application on behalf of the person with the right to make entry, if a proper power of attorney is on file as set forth in 19 CFR 141, Subpart C, for the precise acts authorized  (See C.S.D. 84‑23).  

(2)
Printing and Preparation of  e-214/CBPF 214 – A blank CBPF 214 may be printed and distributed as specified in Section 2.8 FTZM.  The form shall be prepared by the Applicant according to the instructions set forth in the Appendix to this manual

(3)
Place of Filing ‑ As noted in 19 CFR 146.37 (d) and  set out in Section 2.9 FTZM, the e214/CBPF 214 will be filed electronically or presented to the location within a port of entry designated by the Port Director  with jurisdiction over the zone.

(4)
Assignment of Sequential Zone Admission Number ‑ Operator s will establish and assign the sequential zone admission numbers on the CBPF 214 pursuant to 19 CFR 146.32(a), so long as the header information identifies the zone to which admission has been requested.  The standard format for the e-214 admission number consists of three fields; (1) the Zone ID, (2) Calendar Year, and (3) Control Number.  The Zone ID is composed of the Zone Number (3 numeric), the Subzone ID (2 alpha numeric), and the Site ID (2 numeric).  The Calendar Year is in a “YY” format (2 numeric) and the Control Number is an open format controlled by the Operator (8 alpha-numeric).

(b)
Statistical Reporting ‑ Information reported on a e214/CBPF 214 is very important in preparing national trade statistics, including those for zones. The information is gathered by the Foreign Trade Division, Census, from the e214 transmission or statistical copy of  the CBPF 214 required under 19 CFR 146.32(a).  The statistical copy, designated as CBPF 214A, must be identified as "Statistical Copy."  Forms printed on any other stock will be rejected by CBP and Census. 

(1)
When Statistical CBPF 214A is not Required – The statistical copy of a CBPF 214A will not be required, or accepted by CBP, for the admission of: 

(i)
Merchandise in domestic status, whether or not a permit is required by the Commissioner; (19 CFR 146.43)  

(ii)
Merchandise of U.S. origin, not previously exported, which is admitted in ZR status; 

(iii)
Merchandise of foreign origin which was entered for consumption prior to admission in ZR status; 

(iv)
Merchandise of any status which has been transferred by a zone to zone transfer from another zone where it had been admitted and so reported for statistical purposes.

(2)
When Statistical Reporting is required ‑ Providing statistical information is mandatory, by order of the Secretaries of Commerce and Treasury as set forth in 13 U.S.C. §302.  The responsibility for obtaining and providing the information rests with the User for admission to the zone.

(i) Statistical Form (paper) required – The statistical copy of a CBPF 214A shall include the data required in Items 1 through 8, 14 through 21, 23, 47, and 49 of the form, before it is accepted by CBP for transmittal to Census.

(a) Review and Verification ‑ CBP personnel shall ensure that the foregoing information is provided on CBPF 214A before transmittal to Census.  CBP personnel shall not, however, attempt to verify the correctness of the information, except to the extent correct information is required for CBP purposes or to correct obvious errors.  When the information is missing, incomplete, or illegible, the form shall be returned to the Applicant for addition or correction.  The admission of goods to the zone shall not be delayed pending receipt of the additional or corrected information, unless it is necessary for proper CBP supervision of the zone or a determination of the admissibility of the goods to the zone.  When Census discovers errors or anomalies in statistical reports, the appropriate Census personnel will review the transaction directly with the Applicant for zone admission.

(ii) Enforcement of Requirements ‑ Penalty procedures shall not be invoked against any person who in good faith attempts to comply with statistical instructions for CBPF 214A. However, violations of the instructions may be punishable by a fine imposed by the Secretary of Commerce as set forth in 13 U.S.C. §305.  If an Applicant refuses to comply with the instructions, the ort director shall deny the application for admission on the grounds it was improperly executed.  False or fraudulent statistical information on a CBPF 214A may also subject the Applicant to penalties as set forth in 19 U.S.C. §1592.

(iii) 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.  CBP personnel shall maintain controls appropriate to see that all statistical copies on a CBPF 214A are provided to Census for each admission to a zone, except for those admissions where the CBPF 214A is not required.

(iv) Transmittal to Census – The CBPF 214A shall be gathered by CBP personnel 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 CBPF 214A in Block 47).  Box 14 of CBPF 214A must be marked as "No." These forms must be mailed to the following address:

Puerto Rico Trade Data Staff

GSA Center

651 Federal Drive

Suite 325-08

Guaynabo, P.R. 00965-5703

(v) Electronic Submission - For admission applications submitted and concurred via e-214, Census information is gathered electronically through concurrence and no hard copy documentation is required to be presented to Census for statistical purposes.  If a “Docs Required” message is received on transmission of the e-214 that requires filing of a paper CBPF 214 with local Customs, Box 14 must be marked “Yes” for no further Census processing.  Even though Customs requires the paper CBPF 214, the e-214 data will be provided to Census from Customs system in the normal manner upon concurrence of the e-214. 

(c)
Supporting Documents ‑ The following documentation shall be submitted with or in support of e214/CBPF 214, to the extent indicated.

(1)
Commercial Invoice ‑ The Applicant shall submit with the application two copies of an examination invoice meeting the requirements of 19 CFR 141, Subpart F, for any merchandise, other than domestic status merchandise for which no permit is required, to be admitted into a zone. The notation on the invoice of tariff classification and value required by 19 CFR 141.90 need not be made, unless the merchandise is to be admitted in privileged foreign status (19 CFR 146.32(b)(1)).  

(2)
Evidence of Right to Make Entry ‑ The Applicant for admission shall submit with the application a document similar to that which would be required as evidence of the right to make entry for merchandise in Customs territory as set forth in 19 U.S.C. §1484 (19 CFR 146.32(b)(2)).

(3)
Release Order ‑ CBP personnel 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 U.S.C. §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 the CBPF 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 set forth 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 e-214/CBPF 214 shall be supported by an application to unlade on CBPF 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 CBP selective processing criteria, or to determine whether the merchandise is admissible to the zone (19 CFR 146.32(b)(5) and 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)
Selectivity Processing, Document Review, and Examination – Cargo selectivity will be performed on all e-214 FTZ Admission Data.  Automated Targeting System and Bio-Terrorism Act (BTA) processing will be performed.  Prior Notice must be filed at the bill of lading level for FTZ and be in the system at the time of submission of the e-214 data.  CBP will review the CBPF 214 application and supporting documentation for completeness and to determine whether the application may be approved without physical examination of the merchandise.  CBP 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 CBP.  Documentation will be reviewed and examinations conducted only at locations within a port of entry except as specified in Section 2.9 FTZM.

(1)
Authority for Examination – The Port Director may cause any merchandise to be examined before or at the time of admission to a zone, or at any time thereafter, if the examination is considered necessary to facilitate the proper administration of any law, regulation, or instruction which CBP is authorized to enforce (19 CFR 146.10).  The Port Director may authorize release of the merchandise without examination, as set forth in 19 CFR 151.2.  If a physical examination is conducted, CBP personnel shall note the results of the examination on the examination invoices (19 CFR 146.36). 

(2)
Purposes of Examination ‑ The overall objectives of CBP examination of merchandise to be admitted to a zone are to: 

(i)
determine if the goods are admissible to the zone; 

(ii)
determine the true liability of the Operator for merchandise received in a zone under its bond; 

(iii)
reduce the need for further examination of the merchandise if it is later transferred to the Customs territory, in the same condition, for consumption or warehouse; and 

(iv)
ensure full compliance with all applicable laws and regulations.

(3)
Centralized Examination Station (CES) ‑ Most examinations are done at a CES.  These facilities allow CBP to position its personnel at fewer locations, where they can perform quicker and better examinations.  The procedure for establishing and operating a CES (some of which may be located at foreign‑trade zones) under a custodial bond (19 CFR 113.63) is set forth in 19 CFR 118.  If CBP determines that examination at a CES is necessary, transfer to a CES may be authorized by CBP by a stamp on the CBPF 214 or other document requesting transfer of the merchandise to the zone (19 CFR 151.15).  Transfer is done under the bond of a licensed cartman, importing carrier, bonded carrier, or container freight station, depending on the situation or under the Operator’s bond from the CES.  Payment of transfer costs to and from the CES or other place of examination is the responsibility of the Applicant for admission, or consignee, not the Operator.

(4)
Examination at Other Locations ‑ At ports where there is no CES, the merchandise will be examined at the place of unlading or arrival of the merchandise at the port, unless the Port Director requires or allows the merchandise to be examined at another place.  The Applicant for admission may request examination at another place including a zone.  However, CBP will not examine any merchandise at a location outside a port of entry, except as set forth in Section 2.9(a) FTZM.

(5)
Report of Examination ‑ Reports of examination will be made by CBP examining personnel 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 Operators approval appears either on the application or in 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 Standard Admission – Multiple shipments of merchandise to the zone, destined for one customer may be admitted to a zone under a blanket application.  In order to utilize blanket admission procedures, the admissions must be filed via the e-214, in order that Census will receive the statistical information electronically.    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 

(2)
shipments which are destined to the same Applicant on a single business day. 

(g)
Admission of Certain Kinds of Shipments ‑ Some kinds of shipments presented for admission to a zone require special treatment or consideration.

(1)
Temporary Importations Under Bond ‑ Merchandise entered under 19 CFR 10.31 as a Temporary Importation Under Bond (TIB) may be admitted to a zone in zone‑restricted status for cancellation of bond charges under 19 CFR 10.39.  This is one of the purposes the Fourth Proviso, 19 U.S.C. §81c(a) was meant to serve. Upon receipt of an e-214/CBPF 214 for admission in zone‑restricted status, the appropriate CBP personnel shall examine the merchandise and execute CBPF 3495 as set forth in HB 35300-03, 1995 and CD 099 3240-062.  A certificate of arrival in zone‑restricted status on an e-214/CBPF 214 provided by the Operator  under the provisions of 19 CFR 146.38 and set forth in Section 6.11 FTZM shall constitute evidence of exportation sufficient for cancellation of TIB bond charges under 19 CFR 10.39.  TIB bond charges may not be canceled upon admission to a zone in any status other than zone‑restricted (See Section 5. 8(b)(3) FTZM) However, admission in zone‑restricted status is at the option of the Applicant for admission.  The merchandise may be admitted in a foreign status, but the merchandise will not be considered exported.  The TIB bond charges will not be canceled upon admission under these circumstances. Unless the bond charges are otherwise canceled by actual exportation or destruction as set forth in 19 CFR 10.39, the importer may be assessed liquidated damages after the merchandise has been admitted;

(2)
Transfer from a Bonded Warehouse ‑ Merchandise entered for warehouse and transferred to a zone, other than temporarily for the purpose of manipulation, may be admitted only in ZR status, as set forth in 19 CFR 146.44(d) and  set out in Section 5.8(c) FTZM;

(3)
Transfer from a TTB Bonded or Controlled Premises ‑ Non-tax-paid alcoholic beverages or tobacco products transferred from TTB‑bonded or controlled premises may be admitted only in ZR status, as determined in C.S.D. 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 147 may be transferred to a 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 PF, NPF or ZR, 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 19 CFR 146.66(d) (and see Section 6.7 FTZM).  However, no statistical copy on CBPF 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 CBP 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.

(h)
e-214 Processing - Alternately to the preparation of a paper copy CBPF 214, the e-214 is a voluntary program for participation by the trade for the electronic filing of zone admissions and statistical information. 
Admissions are submitted via the Automated Broker Interface (ABI).  For regular admissions, e-214 data shall be submitted to CBP prior to delivery of the merchandise to the zone.  For zones authorized for direct delivery processing, the cargo will be allowed to move into the zone from the CBP port via in-bond authorization for inter-port movements or Permit to Transfer (PTT) authorization for intra-port movements.  The e-214 shall be submitted within 24 hours of receipt of the merchandise into the inventory control and recordkeeping system.  Cargo selectivity will be performed on all admissions data. 
6.8
In-Bond Transfer to Zone ‑ The cartage of merchandise for admission to a zone shall be done by a Bonded Carrier (Custodial Bond) or Licensed Cartman (within port only) (See 19 U.S.C. §1565).   The importer shall select the bonded carrier or licensed cartman (within-port only) who will deliver the merchandise to the zone, subject to checks by the Port Director  to see that the bonded carrier’s Customs Custodial Bond is on file or the cartman and its employees are properly licensed under the procedures in 19 CFR 112, Subparts C and D.  An Operator may engage in cartage or lighterage under his bond only for merchandise destined for his zone and may also transport merchandise to his zone from anywhere within the district in which the zone is located (19 CFR 112.2(b)(1) and (2)).  Operator s 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 112, Subparts C and D.  Bonded carriers are authorized for within port 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)
Intra-Port Transfer Procedure – In-bond merchandise shall be transferred to a zone from the place of unlading, CES, or other location upon Customs approval of the e-PTT via the e-214, on a CBPF 6043, or the "Permit to Transfer" section of CBPF 214  (19 CFR 125.31).  The cartman or bonded carrier shall sign the form upon pickup, acknowledging receipt of the merchandise (19 CFR 125.34).  Generally, merchandise will not be transferred to a zone until it has been released from the place of unlading, CES, or other location.  However, the Port Director may authorize transfer to a zone for the purpose of examination, as set forth in 19 CFR 151.6 and 19 CFR 151.7.   In that case, the merchandise will be released to the Operator after examination at the zone.

(b)
Inter-Port Transfer Procedure – In-bond merchandise shall be transferred to the zone from the place of unlading or other location upon Customs authorization of the in-bond move via QP/WP (vessel) QX/WX (air), AMS “V” Number, or CBPF 7512.  The filer of the QP or QX transmission, if other than the bonded carrier, must have a Power of Attorney on file in order to obligate the Custodial bond of the bonded carrier.

6.9
Receipt into Zone ‑ The Operator shall accept for admission only merchandise for which an admission permit has been given by the Port Director (19 CFR 146.32(a)).  Acceptable evidence of the permit is an electronic authorization from CBP for submissions on an e-214, a signature by authorized CBP personnel in Block 31 of CBPF 214 with an accompanying date in Block 33, or approval for direct delivery procedures.

(a)
Supervision and Receipt Procedures ‑ The Port Director may authorize the receipt of zone status merchandise at a zone without physical supervision by CBP personnel.  (19 CFR 146.37(d))  In that case, the Operator shall supervise the receipt of merchandise into the zone and report the receipt and condition of the merchandise (19 CFR 146.4(a) and 19 CFR 146.37(d)).  Upon delivery of the merchandise to the zone, the Operator shall: 

(1)
check to see that the appropriate signature and date for permit of admission appear on the CBPF 214, unless under direct delivery procedures; 

(2)
check the description of the merchandise on the CBPF 214 and the commercial invoice against the merchandise, unless under direct delivery procedures; 

(3)
check the quantity in the shipment against the quantity in the cartage documentation on the CBPF 6043, CBPF 214, CBPF 7512, or other supporting documentation.  This is important, since the cartage transaction may cover only a part of the merchandise approved for admission, or there may have been a quantity discrepancy upon pickup by the cartman; 

(4)
where applicable, check any and all of the seals affixed to the conveyance, request the concurrence of the carrier as to their condition, and report any broken, missing, or replaced seals to the Port Director.  If there is a seal or conveyance discrepancy (i.e., any condition that would allow the removal or switching of merchandise without breaking the seal), the Operator shall hold the conveyance and its contents intact pending the advice of the Port Director.  The Port Director may choose to physically supervise the unlading of the conveyance.  Otherwise, the Port Director will authorize the Operator to break the seal.  If there is no seal discrepancy, the Operator may break the seal unless specific instructions have been issued in advance by the Port Director to hold the conveyance intact (19 CFR 146.8 and 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 zone lot number so that the merchandise can be traced to a particular e-214/CBPF 214.  (This marking requirement shall be deemed met if the packages, unitized or palletized groups of packages, are marked at sufficient intervals of space to allow CBP to distinguish one zone lot from another during compliance reviews and audits);  

(8)
adequately identify merchandise that is accounted for under a CBP‑authorized inventory method other than specific identification, so that CBP can conduct an inventory count (the merchandise need not be marked with a zone lot number or a CBPF 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  e-214/CBPF 214, except as modified by a discrepancy report: 

(1)
signed jointly by the Operator and carrier on the CBPF 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 to CBP and notified to the carrier through completion of the concurrence reporting processing on an e-214 transmission, or; 

(3)
submitted on a Manifest Discrepancy Report (MDR) under the provisions of 19 CFR 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 e-214/CBPF 214 as the file number, and place the CBPF 214, the examination invoice, the cartage documentation, and any other required documentation in the zone admission number file folder (19 CFR 146.37(a)(1)); 

(2)
where a CBP‑approved inventory method other than a zone lot system is used, file the CBPF 214 in sequential order by the zone admission number (19 CFR 146.37(a)(2));   

(3)
record the merchandise in a receiving report using the zone lot number or unique identifier (for merchandise under an authorized inventory method), so that the merchandise is traceable or attributable to a specific e-214/CBPF 214 (19 CFR 146.22(a));  

(4)
reconcile the quantities received in the zone to the receiving report, such as the invoice or similar document (19 CFR 146.22(b));   

(5)
record merchandise received without complete CBP documentation or which is unacceptable to the inventory control and recordkeeping system, in an admission suspense account or record until documentation is complete or the system is capable of accepting the information, at which time it will be formally admitted to the zone under 19 CFR 146.32 or 19 CFR 146.40.  The receiving report or document will provide sufficient information to identify the merchandise and distinguish it from other merchandise.  The suspense account or record will be completely documented for CBP review to explain the differences noted and corrections made (19 CFR 146.22(c)).  (The difference between an admission suspense account and a temporary deposit to complete documentation is explained in Section 6.5(c)(6) FTZM); and, 

(6)
record the receipt of the merchandise in the inventory system records from the receiving report, using the zone lot number or unique identifier for traceability or attribution, stating the quantity and date admitted, cost or value where applicable, zone status, and description of the merchandise, including any part or stock number  (19 CFR 146.22(d)). 

Further information on recordkeeping upon admission is set forth in Section 7.8(b) FTZM.

(d)
Receipt Admission of Domestic Status Merchandise ‑ The Operator  shall supervise the admission of domestic status merchandise for which no permit is required, and shall account for its admission in its normal inventory control and recordkeeping system (19 CFR 146.4(a) and 19 CFR 146.21(a)(1)).  If merchandise is formally admitted to the zone by being placed on an e-214/CBPF 214, then upon delivery of the merchandise to the zone, the Operator shall: 

(1)
record the merchandise in a receiving report using a zone lot number or unique identifier for traceability or attribution; 

(2)
reconcile quantities actually received to a receiving report or document, such as an invoice; 

(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(d)) 

In addition, the Operator should:

(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 e-214/CBPF 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 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 CBP personnel 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 CBP examination or documentation review before or upon its arrival at the zone (19 CFR 146.39(c)(l)).   




Examples Which Do Not Meet This Criterion

Merchandise subject to quota or visa requirements;

Merchandise which the Port Director has reason to believe has been, or will be, described inaccurately or incompletely in admission documentation presented by the Operator  as set forth in 19 CFR 146.40.

(ii)
The merchandise to be admitted to the zone, and the operations to be conducted therein, are known well in advance, are predictable and stable over the long term, and are relatively fixed in variety by the nature of the business conducted at the site (19 CFR 146.39(c)(2)).  Any new class or kind of merchandise must first be approved in writing by the Board. This criterion excludes from consideration any merchandise not within the scope of authority as set out in the application to the Board and approved by the Board Order.  CBP must have an opportunity to examine and become familiar with any such merchandise before it may be included in an application for direct delivery.  Supplemental applications for direct delivery procedures may be filed for any merchandise meeting the requirements and not included in the original application.
(iii)
The Operator is the owner or purchaser of the goods (19 CFR 146.39(c)(3)).  A finding as to whether the Operator is the owner or purchaser of the goods is determined by CBP interpretation as to what constitutes the "owner or purchaser" under 19 U.S.C. §1484(a)(2)(B) and CD 099 3530‑002.  The Port Director may demand documentation to ascertain the Operator is the owner or purchaser of the goods.  There may be more than one Operator of a general purpose zone.

(2)
Decision on Application ‑ The Port Director shall approve the application for direct delivery procedures if the criteria in 19 CFR 146.39(c) are met.  The Port Director shall promptly notify the Operator in writing of CBP’s decision on the application.  If the application is denied, the Port Director shall specify the reason for denial in his reply.  The Port Director s decision will constitute the final CBP administrative determination concerning the application (19 CFR 146.39(d)). 

(3)
Revocation of Approval ‑ The Port Director may revoke the approval given under this section if it becomes necessary for CBP to routinely examine the merchandise or documentation before or upon admission to the zone (19 CFR 146. 39(e)).  The revocation may cover all or part of the merchandise for which approval for direct delivery had previously been 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 CBP.  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 Operators 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, 

(vii) 
Notify the Port Director, by annotation on CBPF 214, when the entire contents of a shipment have been admitted (19 CFR 146.40(a)).  The Port Director should cooperate with the Operator in seeing that FTZ personnel are properly trained to obtain in-bond and cartage documentation from the carrier and transmit it to CBP as specified in 19 CFR 146.40(a). When the documentation is received by CBP, the appropriate in-bond and cartage transactions under CBP control will be closed out.  Merchandise which has been received by the Operator may be examined by CBP personnel at any time on the basis of comparison with in-bond, cartage, bill of lading, or manifest documentation, or information obtained independently by CBP.

For in-bond merchandise arriving at the zone that will be admitted using an e-214, completion of the arrival via the e-214 indicates the Operators acceptance of responsibility for the merchandise under the Operators bond, effectively relieving the carrier of responsibility. Forwarding of the accompanying in-bond documentation to the Port Director is not required if the carrier posts the arrival.  If CBP is requested to post the arrival, then the CBPF 7512 shall be presented.
(2)
Admission to Zone ‑ There are two methods of reporting admission of direct delivered merchandise depending on whether the applicant provides statistical reports on the admitted merchandise directly (electronically) to Census.

(i)
e-214 – Options for single, daily, and cumulative reporting are available with the e214.  Statistical information is obtained by Census from the Customs systems.  The e214 is filed the first working day after the merchandise is received into the inventory control system.

(ii)
Individual CBPF 214 ‑ If an e-214 is not submitted, the Operator shall file with the Port Director , an individual CBPF 214 with a statistical copy on a CBPF 214A, for each shipment recorded into the inventory control and recordkeeping system during the previous business day (19 CFR 146.40(c)(2)).  

This provision also states that the CBPF 214A shall be submitted by CBP to Census no later than ten (10) days after the end of the month in which the merchandise was received in the zone and no extension beyond that time frame will be approved by the Port Director. 

(3)
Merchandise not Admitted ‑ Merchandise which is not admitted to a subzone or zone site as set forth in this section within 15 calendar days after its arrival there, will be sent to general order.  It is the Operator’s responsibility to notify both CBP and a Class 11 (General Order Merchandise) warehouse of the non-admitted merchandise.  The importer of record may also file an appropriate CBP entry for the merchandise and remove it from the zone premises.  

(4)
Inventory and Recordkeeping System ‑ The Operator  shall establish and maintain a continuing input quality control program to ensure that information concerning merchandise in admission documents, verified or corrected by counts and checks, is accurately recorded in the inventory control and recordkeeping system.  Quantities recorded in the system, after allowance by the Port Director  for any discrepancies, will be the quantities of merchandise for which the Operator shall be held liable under its bond for admission to the subzone or zone site. A discrepancy involving a within case shortage (or overage) need not be reported on an MDR under CD 099 3240-067A, if the Operator  is able to report that information in another manner so that the Port Director can determine whether there is liability for the discrepancy under the bond of any party to the importation  (19 CFR 146.40(c)(4)). 

(5)
Liability for Merchandise ‑ The Operator is responsible under its bond for merchandise for which it signs for receipt under 19 CFR 146.40(c)(4), whether or not the merchandise is admitted to the zone.  The Operator  is responsible for the merchandise in its condition and quantity as described in the cartage or in-bond documentation, except as modified by a discrepancy report set forth in 19 CFR 146.37(c) and described in Section 10.4 of this manual.  This responsibility pertains to the merchandise in its packed condition as delivered.  Responsibility for the contents of the package is assumed upon admission as specified in 19 CFR 146.40(c)(4) and see Section 10.4(a) of this manual. 

6.11
Certificate of Arrival ‑ Whenever a certificate prepared by CBP as to the arrival of any merchandise in a zone is required by a Federal agency, the Port Director shall issue the document certifying only that authorization to deliver the merchandise to a zone has been made.  The Operator shall issue a certificate of arrival of merchandise at a zone (19 CFR 146.38).  Such certifications will usually be presented on a form of the concerned Federal agency, as described in Sections 6.12 and 11.5 of this manual.  If no specific form is presented or required by the concerned agency, the Operator may present a copy of the e-214/CBPF 214 for admission as the certificate of arrival.  Federal law and regulations do not require the Operator to provide a certificate of arrival to a state or local government agency, but they do not prohibit it either.

6.12
TTB Requirements ‑ The forms in this section are presented by persons exporting distilled spirits, wines, beer, tobacco products, or cigarette papers and tubes, without payment of internal revenue taxes, under the regulations of the TTB set forth in 27 CFR 28 (exportation of alcohol) and 27 CFR 44 (exportation of tobacco products and cigarette papers and tubes.) These regulations include provisions for the withdrawal of the merchandise without payment of tax from TTB‑bonded or controlled premises for transfer to a zone.  The Operator shall execute the certificates in these forms upon admission in zone‑restricted status.  The merchandise is then considered by TTB to have been exported for the purposes of 27 CFR 44.61a   (Deliveries to foreign-trade zones—export status) and 27 CFR 28.30 (Export status) any TTB bond liability of the applicant or claimant is thereby relieved.  The original of the forms must be forwarded by the CBP personnel in charge to the Director, TTB National Revenue Center, unless otherwise indicated in the form instructions.  A copy must be kept by CBP. 

	  FORM
	
	   REGULATIONS

	
	
	

	TTB Form 5100.11, Withdrawal of Spirits, Specially Denatured Spirits or Wines for Exportation.
	
	27 CFR 28.91(a)(3), 28.92(a), 28.103, 28.123, 28.154, 28.121(c), 28.122(a),

28.151(b), 28.152, 28.245, 28.250, 28.291 and 28.290



	
	
	

	TTB Form 5110.30, Drawback on Distilled Spirits Exported.
	
	27 CFR 28.171(c), 28.190, 28.193, 28.245, 28.250, 28.291, and 28.290



	
	
	

	TTB Form 5120.24, Drawback on Wines Exported.
	
	27 CFR 28.211(c), 28.212, 28.214, 28.216, 28.245, 28.250 and 28.291



	
	
	

	TTB Form 5130.6, Drawback on Beer Exported.
	
	27 CFR 28.221(c), 28.222, 28.223, 28.225(c), and 28.290



	
	
	

	TTB Form 5130.12, Beer for Exportation.
	
	27 CFR 28.141, 28.142, 28.143, and 28.290



	
	
	

	TTB Form 5200.14, (Taxable Articles Without Payment of Tax Tobacco products or cigarette papers, or tubes.
	
	27 CFR 44.61(b), 44.61a, 44.185, 44.196a, 44.198 , 44.207a, 44.252, 44.256, 44.257, and 44.264a



	
	
	

	
	
	


A CBPF 6001 is specified for use in gauging spirits or wines as set forth in 27 CFR 28.290 – see 27 CFR 28.291.

6.13
Drawback upon Admission ‑ Drawback of duties and IRS paid to CBP is authorized under 19 U.S.C. §1313 and 19 CFR 191.  The subpart dealing specifically with drawback upon transfer and admission to a zone is 19 CFR 191, Subpart R.  Drawback is authorized upon admission only in zone‑restricted status (19 CFR 191.182 and Section 5.8(b)(3) FTZM).  Merchandise admitted in zone-restricted status for the purposes of drawback must be maintained under a zone lot system. Under certain circumstances drawback may be authorized on merchandise admitted in other statuses, but only upon actual exportation from the zone and Customs territory, or upon destruction, as set forth in 19 U.S.C. §1313, and 19 CFR 191, and see Section 9.18 FTZM. 

(a)
Manufacturing Drawback ‑ Except for the evidence of exportation procedure, the procedures for manufacturing drawback generally prescribed in 19 CFR 191 shall be followed.  This applies to merchandise admitted in zone‑restricted status, on articles manufactured or produced in the U.S. with the use of imported or substituted merchandise, and on flavoring extracts or medicinal or toilet preparations (including perfumery) manufactured or produced with the use of domestic tax-paid alcohol  (19 CFR 191.183(a)).

(1)
Notice of Transfer (Zone Admission) ‑ The notice of zone transfer (zone admission) on a e-214/CBPF 214 shall be used in place of the documents under 19 CFR 191 Subpart G, to establish the exportation effected by the admission in zone-restricted status.  The notice of transfer shall be filed in triplicate with the Drawback Office where the zone is located prior to the transfer of the articles to the zone, or within 3 years after the transfer of the articles to the zone.  A notice filed after the transfer shall state the zone admission number and the zone lot number (19 CFR 191.183(b)(2)).  Each notice of transfer shall show the: 

(i)
Number and location of the foreign‑trade zone;

(ii)
Number and kind of packages and their marks and numbers;

(iii)
Description of the articles including weight (gross and net), gauge, measure, or number; and

(iv)
Name of the transferor, (19 CFR 191.183(b)). 

(2)
Action by Operator ‑ After the articles have been admitted into the zone, the Operator shall certify on a copy of the notice of transfer the admission of the articles (see certification in 19 CFR 191.184(d)(2)), and forward the notice to the transferor or the person designated by the transferor, unless the export summary procedure set forth in 19 CFR 191.73 is used.  The transferor shall verify that the notice has been certified before filing it with the drawback claim (19 CFR 191.183(c)).  

(3)
Drawback Entries ‑ Drawback entries shall be filed on the form authorized by CBP to indicate that the merchandise was transferred to a zone (19 CFR 191.183(d)).  The "Declaration of Exportation" on the appropriate form shall be modified as follows: 


DECLARATION OF TRANSFER TO FOREIGN‑TRADE ZONE

I, (member of firm, personnel representing corporation, agent, or attorney), of (Name of Company), declare that to the best of my knowledge and belief the particulars of transfer stated in this entry, the notices of transfer, and receipts are correct, and that the merchandise was transferred to a foreign‑trade zone for the sole purpose of exportation, destruction, or storage, not to be removed from the foreign-trade zone for domestic consumption.

Dated:
_____________________________________

_____________________________________

Transferor or agent

(b)
Drawback from Continuous CBP Custody ‑ The procedure described in 19 CFR 191 Subpart O shall be followed as applicable to drawback on merchandise transferred to a zone from continuous CBP custody (19 U.S.C. §1557(a)), 19 CFR 191.184). 

(1)
Drawback Entry ‑ Before the transfer of merchandise from continuous CBP custody to a zone for admission in zone‑restricted status, the importer or a person designated in writing by the importer for that purpose shall file with the drawback office a direct export drawback entry on CBPF 7551 in duplicate.  CBPF 7551 shall indicate that the merchandise is to be transferred to a zone.  The drawback office shall forward one copy of CBPF 7551 to the Operator (19 CFR 191.184(b))

(2)
Certifications of Operator and Transferor ‑ After the merchandise has been admitted in the zone, the Operator shall certify as an attachment to the copy of CBPF 7551 the receipt of the merchandise (see sample in the Appendix to the FTZM) and forward the form to the transferor or the person designated by the transferor, unless the export summary procedure in 19 CFR 191.73 is used. After executing the declaration as shown in the Appendix to the FTZM, the transferor shall resubmit CBPF 7551 to the drawback office in place of the bill of lading required by 19 CFR 191.156 (19 CFR 191.184(c)).  

(c)
Unused or Rejected Merchandise ‑ The procedures described in 19 CFR 191, Subpart C relating to unused merchandise, and 19 CFR 191, Subpart D relating to rejected merchandise, shall be followed (19 CFR 191.185(a); see 19 U.S.C. §1313(c)(j)).  

(1)
Drawback Entry ‑ Before transfer of the merchandise to a zone for admission in zone‑restricted status, the importer or a person designated in writing by the importer for that purpose shall file with drawback office an entry on a a CBPF 7551 in duplicate.  A CBPF 7551 shall indicate that the merchandise is to be transferred to a zone.  The drawback office shall forward one copy of the CBPF 7551 to the Operator (19 CFR 191.185(b)).

(2)
Certifications of Operator and Transferor ‑ After the merchandise has been admitted to the zone in zone-restricted status, the Operator shall certify as an attachment to the copy of the CBPF 7551 the receipt of the merchandise (see sample in the Appendix to the FTZM) and forward the form to the transferor or the person designated by the transferor, unless the export summary procedure set forth in 19 CFR 191.73 is used.  After executing the certification provided for in the Appendix to the FTZM, the transferor shall resubmit CBPF 7551 to the drawback office in place of the bill of lading required by 19 CFR 191.156 (19 CFR 191.185(c)).

(d)
Person Entitled to Claim Drawback ‑ The person named in the Operator's certification on the notice of transfer or the drawback entry, as applicable, shall be considered to be the transferor.  Drawback may be claimed by, and paid to the transferor (19 CFR 191.186).  

6.14
Harbor Maintenance Fee ‑ When imported cargo is unloaded from a commercial vessel at a U.S. port and admitted into a 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 and 19 CFR 146.22(e) and see Section 3.11(c) FTZM.  It is important to note that the zone status of the merchandise is irrelevant to the application of the HMF.

Chapter 7

OPERATOR RECORDKEEPING AND REPORTING RESPONSIBILITIES
7.1
General ‑ Recordkeeping is an important aspect of zone supervision because it allows CBP to check the representation made in the records against the physical reality found in merchandise in the zone and against independent records of other parties, such as CBP, carriers, sellers to the zone, and buyers from the zone.  When audit‑inspection supervision was initiated in zones in 1986, CBP ceased to maintain inventory records in zones, turning responsibility over to zone Operators, subject to CBP compliance reviews, audits, and liquidated damages for Operator failure to properly maintain required records.

7.2
Authority for Operator Recordkeeping – Pursuant to the general authority to establish regulations necessary for the protection of the revenue and to ensure compliance with the FTZ Act, regulations have been established in 19 CFR 146, requiring Operators to maintain certain records and make certain reports, as will be described in this part of the manual (See 19 U.S.C. §66, 81h, 81p, and 1624). 

7.3
Authority for Importer Recordkeeping ‑ Any owner, importer, consignee, or agent thereof who imports or knowingly causes to be imported any merchandise into the United States shall make, keep, and render for examination and inspection such records which (1) pertain to any importation, or the information contained in documents required in connection with the entry of the merchandise, and (2) are normally kept in the ordinary course of business (19 U.S.C. §1508).  This requirement is further described and interpreted in 19 CFR 163.

7.4
CBP Authority to Examine Zone Records ‑ The Port Director may direct CBP personnel to supervise any transaction or procedure at a zone.  Supervision may be performed through, among other methods, a periodic audit of the Operator’s records or a review of recordkeeping in the zone (19 CFR 146.3(b)).  The Operator shall permit representatives of the Board access to the zone (19 CFR 146.4(b)), and Section 3.3(c) FTZM).  Although CBP laws do not, under certain circumstances, apply in zones, when merchandise is transferred from a zone to Customs territory or is otherwise not exempt from CBP laws under the FTZ Act, importers become subject to the records inspection requirement of Title 19 U.S.C. §1508 and to the examination of books and witnesses under Title 19 §1509 whether or not the books or records are physically kept in the zone activated area.

7.5
Foreign‑Trade Zone Board Authority to Examine Zone Records ‑ The Board has authority to inspect the premises, operations and accounts of Grantees and Operators (15 CFR 400.11(a)(6)).

7.6
Accessibility and Retention of Records ‑ Records shall be readily available for CBP review (19 CFR 146.4(d), 15 CFR 400.28(a)(7), 15 CFR 400.41).  UIN records, open zone lot records, and zone admission files shall be considered readily available for review if they are located within the activated area, or close enough to the activated area so as not to impede, delay, or create confusion during a CBP compliance review or audit.  The records should be capable of being produced for CBP review in the zone by a CBPO within a reasonable amount of time.  The definition of “readily available” is not defined in the regulations and may vary depending on the nature of the records requested.  Automated records will be considered readily available if they are accessible through a video terminal which is located in or close to the activated area, with a capability for printing a hard copy. Records may be stored in hard copy, electronic tape/diskette/CD ROM media microfiche or as determined by company procedures.  If the original records were electronic, they may be maintained in an electronic mode; however, if the original records were hard copies, they must be maintained as such unless the recordkeeper has utilized the alternative storage procedures as set forth in 19 CFR 163.5.  Closed lot records need not be retained in or adjacent to the zone, but must be retained within the area of jurisdiction of the CBP port responsible for supervision of the zone.  However, if closed lot records are retained in or close to the activated area, they should be segregated from open lot records.   

(a)
Records Retention Period ‑ The Operator  shall maintain all records, as defined in 19 CFR 163.4, and required under 19 CFR 146 pertaining to zone merchandise for 5 years after the merchandise is removed from the zone  (19 CFR 146.4(d)).  In the case of merchandise which has been transferred from a zone to the Customs territory or is otherwise not exempt from CBP laws, records pertaining to importation which are required or made under 19 CFR 163.3 shall be kept for 5 years after the date of entry of the merchandise  (19 CFR 163.4(a)).  Note that since the five (5) year requirement begins with transfer from the zone, records must be maintained for longer than five (5) years since an entry must be traceable back to the related admission.

7.7
Safekeeping of Records and Proprietary Information ‑ The Operator is responsible for safekeeping of records concerning merchandise in a zone.  The Operator, at its liability, may allow a User to store, safeguard, and otherwise maintain inventory records pertaining to their own merchandise (19 CFR 146.4(c)).  Only authorized personnel should have access to the records concerning zone merchandise.  Operator s shall protect proprietary information in its custody from unauthorized disclosure (19 CFR 146.4(d)).  Generally, "proprietary information" is confidential trade or business information which would be exempt from disclosure by the Government under 5 U.S.C. §552(b)(4), such as value information on invoices or CBP forms.  The disclosure of confidential information by CBP is punishable by dismissal, suspension, or other disciplinary action, and if done for a valuable consideration, by criminal prosecution (19 CFR 103.34(a)).  

7.8
Inventory Control and Recordkeeping System ‑ An Operator shall maintain the inventory control and recordkeeping system of the zone in accordance with the provisions of 19 CFR 146 (19 CFR 113.73(a)(2), 19 CFR 146.4(d)).  An Operator shall maintain either manual or automated inventory control and recordkeeping systems or a combination of manual and automated systems capable of: 

(1)
Accounting for all merchandise, including domestic status merchandise, temporarily deposited, admitted, granted a zone status or status changed, stored, exhibited, manipulated, manufactured, destroyed, transferred and/or removed from a zone; 

(2)
Producing accurate and timely reports and documents as required by regulation;

(3)
Identifying overages and shortages of merchandise in a zone in sufficient detail to determine the quantity, description, tariff classification, zone status, and value of the missing or excess merchandise; 

(4)
Providing all the information necessary to make entry for merchandise being transferred to Customs territory including, but not limited to, quantities, descriptions, values, HTS classification, and status; and, 

(5)
Providing an audit trail to CBP of CBP forms from admission, through storage, manipulation, manufacture, destruction, exhibition and or transfer of merchandise from a zone either by a CBP‑approved inventory method, i.e., zone lot number or unique identifier number (19 CFR 146.21(a)). 

The Operator may authorize a User to maintain its individual inventory control and recordkeeping system (19 CFR 146.21(b)(3)).  However, the Operator remains liable for complying with all inventory control and recordkeeping requirements of 19 CFR 146, including 19 CFR 146.21(c).

(a)
Operator’s Procedures Manual ‑ The Operator shall provide the Port Director with an English language copy of its written inventory control and recordkeeping systems procedures manual in accordance with the requirements of 19 CFR 146.6(b)(4) and 146.21(b).  The manual shall describe, in detail, the methodology to be used in recording transactions in the Operator’s inventory and recordkeeping system.  The purpose of the manual is to facilitate CBP compliance reviews and audits by explaining how the recordkeeping system works; however, Operator s and Users are responsible for further explaining their system and its operation to CBP officials upon request.  The Operator shall keep current its procedures manual and shall submit to the Port Director any change at the time of its implementation (19 CFR 146.21(b)(2)).

(1) Maintenance by Zone User ‑ An Operator may authorize a User to maintain its individual inventory control and recordkeeping system and procedures manual.  An Operator shall furnish CBP a copy of the User's procedures manual, including any subsequent changes.  However, an Operator will remain responsible to CBP and liable under its bond for supervision, defects in, or failure of a system (19 CFR 146.21(b)(3)).

(2)
Significance of CBP Receipt of Manual ‑ The Operator’s procedures manual and subsequent changes will be furnished to the Port Director for information purposes only.   CBP receipt of a manual does not indicate approval or rejection of a system (19 CFR 146.21(b)(4) and see Section 4.7(a)(2) FTZM).  

(b)
Receipt and Admission to Zone ‑ All merchandise will be recorded in a receiving report or document using a zone lot number or unique identifier.  All merchandise, except domestic status merchandise for which no permit for admission is required pursuant to 19 CFR 146.43, will be traceable or attributable to an e-214/CBPF 214 and accompanying documentation. Quantities received will be reconciled to a receiving report or document such as an invoice with any discrepancy reported to the Port Director (19 CFR 146.22(a), (b)).  

The "unique identifier" specified in 19 CFR 146, Subpart B, refers to the unique numerals, letters, or other characters used to identify a specific inventory category, including fungible merchandise.  It is not to be confused with the sequential zone admission number of the e-214/CBPF 214 (19 CFR 146.32(a)) which is used to admit all merchandise to a zone, other than domestic status merchandise for which no permit is required. 

(1)
Suspense File ‑ Merchandise received without complete documentation or which is unacceptable to the inventory control and recordkeeping system will be recorded in an admission suspense account or record until documentation is complete or the system is capable of accepting the information, at which time it will be formally admitted to the zone under 19 CFR 146.32 or 146.40.  The receiving report or document will provide sufficient information to identify the merchandise and distinguish it from other merchandise.  The admission suspense account or record will be completely documented for CBP review to explain the differences noted and corrections made (19 CFR 146.22(c)).  The admission suspense file should not be confused with a temporary deposit due to incomplete documentation under 19 CFR 146.35 (See Section 6.5(c)(6) FTZM).

(2)
Recording into Inventory Record System ‑ Merchandise received will be accurately recorded in the inventory system records from the receiving report or document using the zone lot number or unique identifier number for traceability or attribution.  The inventory records will state the quantity and date admitted, cost or value where applicable, zone status, and description of the merchandise, including any part or stock number (19 CFR 146.22(d)).

(3)
Zone Admission Files ‑ The Customs Modernization Act authorizes CBP recognition of computer records.  In those situations where the zone lot records are maintained by use of a computer, there is no requirement that the Operator maintain a hard copy zone admission file.  Instead the files authorized for a UIN system at Section 7.8(b)(4) of this manual are permissible.  Except as provided in Section 7.8(b)(4) of this manual, upon receipt of merchandise in the zone, the Operator  shall open and maintain a zone admission file containing a copy of the e-214/CBPF 214, the examination invoice, and all other documentation necessary to account for the merchandise covered by each e-214/CBPF 214.  The zone admission file shall be maintained in sequential order by using the number assigned to each e-214/CBPF 214 as the file reference numbers (19 CFR 146.37(a)(1)).  Under a lot number inventory system, in the instance where more than one zone lot number is received under one zone admission number, the file is still maintained in the same order.  The packages of merchandise shall be marked with the zone lot number, so the merchandise can be traced back to a particular e-214/CBPF 214 that these zone lot numbers were received under (19 CFR 146.37(d), see Section 6.9(a)(7) and 8.2(a)(1) FTZM).

(4)
Authorized Inventory Method ‑ Where a CBP authorized inventory method other than a zone lot number system (specific identification of merchandise) is used, e.g. First‑in, First‑Out (FIFO), the Operator shall maintain a file of all CBPF 214s in sequential order (19 CFR 146.37(a)(2)).  If an Operator wishes to identify merchandise using a system other than zone lot or FIFO they should request approval through the internal advice procedures in 19 CFR 177.11(b)(1)(ii).  The request should state the sources of the merchandise to be identified and the dutiable status of that merchandise, as well as describing the zone operation to which the merchandise is subject.

(5)
Temporary Deposit ‑ The Operator shall maintain an inventory and recordkeeping system capable of accounting for all merchandise temporarily deposited in a zone, whether or not it is later admitted to the zone (19 CFR 146.21(a)(1)).  Applications for temporary deposit shall be made on a sequentially numbered CBPF 214, clearly annotated "Temporary Deposit in Zone” (19 CFR 146.35(b); (see Section 6.5(c) FTZM).  The unique number shall be distinct in series, suffix, prefix, or other indicator from those assigned to merchandise under admittance to a zone.  A file shall be assigned a temporary deposit number.  The file shall be closed when the merchandise is removed from the temporary deposit status.

(6)
Direct Delivery ‑ 19 CFR 146.39, certain criteria must be met to allow direct delivery to a zone without prior permit.

(c)
Accountability for Zone Merchandise ‑ The Operator  shall have an inventory control and recordkeeping system(s) capable of accounting for all merchandise stored, exhibited, manipulated, manufactured, processed, destroyed, or granted a zone status change  (19 CFR 146.21 (a)(1)).  Merchandise admitted to a zone can be identified by either a zone lot number inventory control method (ZLN) or a unique identification number inventory method (UIN).

Zone Lot Number (ZLN) ‑ A collection of merchandise maintained under an inventory control method based on specific identification of merchandise admitted to a zone by lot number.  Use of this method requires maintenance of zone lot records, and physical segregation and marking of zone lot numbers.

Unique Identifier Number (UIN) ‑ This inventory method controls merchandise in a zone by cumulative identification or record identity, i.e., by unique numbers and/or letters that identify merchandise admitted to a zone.  Inventory levels are adjusted on a first in first out (FIFO) basis or foreign first (FOFI) basis pursuant to generally accepted accounting principles.  Merchandise need not be segregated.

(1)
Inventory Records ‑ The inventory records will specify by zone lot number or unique identifier number: 

(i) location of merchandise; 

(ii) zone status; 

(iii) cost or value, unless Operator 's or User's financial records maintain cost or value and the records are made available for CBP review; 

(iv) beginning balance, cumulative receipts and removals, adjustments, and current balance on hand by date and quantity; 

(v) destruction of merchandise; and 

(vi) scrap, waste, and by‑products (19 CFR 146.23(b)). 

A zone lot number or unique identifier number will be used to identify and trace merchandise in a zone (19 CFR 146.23(a)(1)).

(2)
Lot Number System (Specific Identification) ‑ Under a zone lot number system of specific identification for merchandise received and admitted to a zone, the zone lot number must be assigned at admission.  An Operator may choose whatever lot number he requires.  The zone lot number may be a consecutive number assigned to the merchandise; it may be the lot number already used by the company for other purposes, or the sequential number assigned by the Operator to the e-214/CBPF 214 upon admission. If there is more than one zone lot number assigned to merchandise placed on an e-214/CBPF 214, the zone admission number should not be used as a zone lot number.  In an instance where every admission of merchandise is only one zone lot, the sequential zone admission number assigned to the e-214/CBPF 214 may be used as the zone lot number.  The zone lot number must be displayed on the merchandise cartons, boxes, etc.  (19 CFR 146.37(d)) (also Section 6.9(a)(7) of this manual).  The merchandise shall be physically segregated to distinguish one zone lot from another.  Each zone lot number shall be identified in the operator's inventory recordkeeping system.  The zone admission file will be maintained as described in Section 7.8 of this manual. 

When zone lot merchandise is manipulated by combining merchandise from different zone lots, a new manufacturing or finished product lot number will be established in the record to show, in addition to the information specified in 19 CFR 146.23(b); and Section 7.8(c)(1) of this manual, the original zone lot numbers from which the merchandise has been transferred.

EXAMPLE: 

100
Fishing poles admitted under zone lot #860813;

100
Fishing reels admitted under zone lot #860814;

 50
Fishing kits (manipulated from zone lot #'s 860813 and 860814).  New finished product lot #860815A must be traceable back to zone lot numbers 860813 and 860814.


Note:  The zone’s Grant of Authority must authorize the activity taking place in the zone.

(3)
Authorized Inventory Method ‑ An Operator  may request, under the procedures of 19 CFR 177, approval from CBP for an authorized inventory method in lieu of the zone lot number system (19 CFR 146.23(a)(2) and 19 CFR 146.37 (a)(2)).  CBP has approved as inventory methods FIFO under C.S.D. 81‑62 and FOFI under C.S.D. 83-30.  An Operator need not request approval for his zone of an inventory method already approved for general use by CBP.  Aside from this method, the FTZ Act specifically authorizes Industry Standards of Potential Production on a Practical Operating Basis (known as producibility)  as verified and adopted by the Secretary of the Treasury as an inventory method for feedstocks for petroleum refineries operating in zones (19 U.S.C. §81c(d); See Section 11.6(j) of this manual). 

FIFO as approved in C.S.D. 81-62 applies to fungible merchandise, i.e. merchandise which for commercial purposes is identical and interchangeable in all situations (19 CFR 146.1(b)(12)).

(i)
First In First Out (FIFO) ‑ Under the FIFO method, any merchandise withdrawn from stock is assumed, in accordance with good business practice, to be withdrawn from the oldest stock first.  In applying FIFO procedures, it is important to note that each admission is considered a layer and the Operator is responsible for identifying the appropriate sequence of transfers from the zone to assure the proper layer was decremented.  This procedure becomes critical where different costs or values and/or different zone statuses are involved in the fungible merchandise.  Since fungible merchandise, is, by definition, commercially interchangeable in all situations, it should be stored together whenever practical.  Identification shall be maintained in the inventory control system records, generally, by description and part or stock number.  A history file, reflecting the layers by date of admission, shall be maintained by the Operator to provide the necessary details for CBP compliance reviews and audits.

(ii)
Foreign First (FOFI) – An accounting method based on the assumption that foreign-status merchandise is decremented first (C.S.D.-83-30).    
(4)
Domestic Status Merchandise ‑ The Operator shall maintain an inventory control and recordkeeping system(s) capable of accounting for all merchandise in the zone, including domestic status merchandise.  Domestic status merchandise which has lost its identity as domestic merchandise will be treated as foreign merchandise in non-privileged foreign status.  It will be considered to have lost its identity as domestic merchandise if the Port Director determines that it cannot be identified positively as domestic merchandise on the basis of an examination of the merchandise or consideration of any proof that may be submitted by a party in interest. Acceptable proof includes, but is not limited to a recordkeeping system(s) (19 CFR 146.42(c); see Section 5.7(a)(3) and 5.7(d) of this manual).  There is no authority under the FTZ Act permitting the substitution in a zone of domestic and imported merchandise, similar to the authorization found in 19 U.S.C. §1313(b) relating to drawback.  Merchandise manufactured in a zone under such conditions is subject to full duty if sent into the Customs territory (TD 54873(2) and see comment and explanation in C.S.D. 82‑152).  Inventory methods involving record identification and attribution, such as FIFO or FOFI, are not substitution as understood in TD 54873(2) and C.S.D. 82‑152.

Products derived in part from domestic status merchandise and in part from foreign status merchandise may retain their respective zone statuses when the quantities derived from the merchandise from which they were manufactured can be established through inventory control and accounting procedures approved by CBP (C.S.D. 81‑67).  For example, a known volume of one liquid in domestic status may be mixed with a known volume of another liquid in foreign status and retain its identity as domestic status merchandise when the proportion of domestic and foreign components of the mixture have been determined by independent volume measurements of each domestic and foreign component prior to their being mixed, assuming that it is possible to accurately calculate the quantity of domestic components in the mixture (C.S.D. 82‑152).

Physical shortages identified in fungible merchandise consisting of a combination of foreign and domestic status will be treated as a shortage of foreign status merchandise unless it can be identified positively as domestic status merchandise  (19 CFR 146.42(c)).  Such identification would include any evidence that status has been properly maintained under an inventory method authorized by CBP.

Importations for which a formal entry would not be required may be admitted to a zone only in domestic or zone‑restricted status after having been entered into Customs territory with or without payment of duty, as appropriate.

(5)
Petroleum Refinery Inventory Accounting ‑ Definition and attribution of products to feedstocks for petroleum manufacturing may be either in accordance with Industry Standards of Potential Production on a Practical Operating Basis as verified and adopted by the Secretary of the Treasury (known as producibility) or such other inventory control method as approved by the Secretary of the Treasury that protects the revenue (19 U.S.C. §81c(d), 19 CFR 146, Subpart H; See Section 11.6(j) FTZM).

(d)
Transfer of Merchandise from Zone ‑ All zone status merchandise transferred from a zone will be accurately recorded within the inventory control and recordkeeping systems.  The inventory control and recordkeeping systems for merchandise transfers must have the capability to trace all transfers back to a zone admission under a CBP authorized inventory method or the zone lot system (19 CFR 146.24(a)(1), (2)).  This recordkeeping responsibility applies to the transfer of merchandise which has already been constructively transferred to Customs territory and entered for consumption, although it is no longer in zone status (See Section 9.16(d)(2) FTZM).

The inventory control and recordkeeping systems must be capable of providing all information necessary to make entry for transfer of merchandise from the zone (19 CFR 146.21(a)(4) and 146.24(b)). 

(e)
Physical Inventory ‑ The Operator  shall take at least an annual physical inventory of all merchandise in the zone (unless continuous cycle counts are taken as part of an on‑going inventory control program) with prior notification of the date(s) given to CBP for any supervision of the inventory deemed necessary.  The Operator shall notify the Port Director of any discrepancies in accordance with 19 CFR 146.53, 19 CFR 146.23(c).  The physical inventory may, but need not be, conducted in conjunction with the annual reconciliation report under 19 CFR 146.25.  Identification of overages and shortages in the inventory system are required whether or not they are recorded as an adjustment to inventory.  Port Directors shall query each zone to determine their physical inventory schedule and to assure that prior notification is given of each inventory.  

(f)
Annual Reconciliation ‑ The Operator shall prepare a reconciliation report within 90 days after the end of the zone/subzone year unless the Port Director authorizes an extension for reasonable cause.  The Operator shall retain that annual reconciliation report for compliance reviews or audit by CBP and need not furnish it to CBP unless requested.  There is no form specified for the preparation of the report.  The report must contain a description of merchandise, for each zone lot number or unique identifier number, showing zone status, quantity on hand at the beginning of the year, cumulative receipts and transfers (by unit), quantity on hand at the end of the year, and cumulative positive and negative adjustments (by unit) made during the year (19 CFR 146.25(a), (b)).

(1)
Certification to CBP ‑ The Operator shall submit to the Port Director   within 10 working days after the annual reconciliation report is complete, a letter signed by the Operator  certifying that the annual reconciliation report has been prepared, is available for review, and is accurate.  The certification letter must contain the name and street address of the Operator, where the required records are available for review, and the name, title and telephone number of the person having custody of the records.  Port Directors shall maintain a suspense file to assure that the certification of the annual reconciliation is timely received from each Operator. Reporting of shortages and overages based on the annual reconciliation will be made in accordance with 19 CFR 146.53; see Section 10.5 FTZM). These reports must accompany the certification letter (19 CFR 146.25(c)). 

(g)
Annual System Review ‑ The Operator  shall perform an annual internal review of the inventory control and recordkeeping system(s) and shall report to the Port Director  any deficiency discovered and corrective action taken, to ensure that the system meets the requirements of 19 CFR 146.26. 

(h)
Sanctions for Recordkeeping Violations ‑ The Operator is subject to assessment of liquidated damages by the Port Director  for violations involving the inventory control and recordkeeping system(s) under 19 CFR 113.73(a)(2).  In addition, the activated status of the zone may be suspended by the Port Director for cause on the grounds that the inventory control and recordkeeping system is impaired to the point where the identity of merchandise in zone status has been lost and cannot be reestablished without a suspension of zone operations (19 CFR 146.82(a)(8)). 

7.9
Zone Admission File Maintenance ‑ 

(a)
Lot System - If the merchandise is accounted for under specific identification, and not under another authorized inventory method, the Operator shall maintain a zone admission file containing a copy of e-214/CBPF 214, the examination invoice, and all other documentation necessary to account for the merchandise covered by each e-214/CBPF 214.  There may be multiple zone lot numbers received under one e-214/CBPF 214 sequential admission number.  As previously noted in Section 7.8(b)(3) FTZM, if lot records are maintained in a computer system, there is no requirement that an Operator maintain a hard copy file of each individual zone lot number.  Instead, files maintained by a sequential e-214/CBPF 214 number are permitted. The zone admission file will be maintained in sequential order by using the sequential number assigned by the Operator to each e-214/CBPF 214 as the reference number (19 CFR 146.37(a)(1)).  In those instances where computerized lot records are not maintained, then a zone admission file will be maintained in sequential e-214/CBPF 214 admission number order.  The Operator  shall give a copy of the examination invoice to the person making entry to transfer the merchandise covered by the invoice from the zone upon demand of that person or the Port Director (19 CFR 146.37(b) and  Section 9.7(a)(5) FTZM).  In the zone admission file will be copies of all permits by CBP to admit, exhibit, manipulate, manufacture, process, destroy, or transfer zone merchandise, and any other documents necessary to account for any change in the condition or quantity of merchandise while it is in the zone.  If a yearly blanket CBPF 216 has been approved, it is not necessary to keep a copy in each file, but should be maintained separately for reference.  Each permit or other document should be recorded in the inventory and recordkeeping system within two working days after the event occurs so the file will be current when reviewed by CBP personnel.

Zone Admission File Contents ‑ CBP forms and other documents that may be expected to be maintained in the zone admission file include, but are not limited to: 

	     FORM NUMBER & NAME
	
	       USE

	
	
	

	1.  Deposit in Zone
	
	

	
	
	

	e-214/CBPF 214, Application for Foreign-Trade Zone Admission and/or Designation
	
	Admission to zone and selection of zone status

	
	
	

	CBPF 6043, Delivery Ticket

e-PTT Authorization Message
	
	Transfer to zone pursuant to permit on e-214/CBPF 214

	
	
	

	CBPF 7512, Transportation Entry and Manifest of Goods Subject to CBP Inspection and Permit
	
	Transfer to zone pursuant to permit on e-214/CBPF 214, or direct delivery to zone with concurrence of carrier

	
	
	


	Manifest Discrepancy Report (MDR) 
	
	Quantity discrepancy found before or upon admission to zone. Free form letter with supporting documentation prepared by the carrier or Operator 


	
	
	

	CBPF 6423, Notice of Damage, Shortage, or Sample
	
	Report of within case damage or shortage found by CBP personnel, or report of sample taken by CBP personnel

	
	
	

	CBPFs 7514, 7512, or 7551
	
	Claim of drawback on merchandise admitted to zone

	
	
	

	TTBFs 5100.11, 1689, 5110.30, 1582‑A, and 1582‑B
	
	Transfer of alcoholic beverages to zone without payment of Internal Revenue tax

	
	
	

	TTBF 5200.14
	
	Transfer of tobacco products to zone without payment of Internal Revenue tax

	
	
	

	2.  Operational Activities
	
	

	
	
	

	CBPF 216, Foreign‑Trade Zone Activity Permit
	
	Exhibition, manipulation, manufacture, processing, or destruction of zone merchandise; temporary removal and return of zone merchandise

	
	
	

	e-214/CBPF 214 or CBPF 7501
	
	Report overage found in zone

	
	
	

	CBPF 7501, or Manifest Discrepancy Report (MDR)
	
	Report shortages found in zone

	
	
	

	Operator 's form or written statement
	
	Used for reporting shortages of less than 1% and/or $100.00 in duty

	
	
	

	CBPF 214
	
	Request for zone status change for goods in zone

	
	
	


	CBPF 4315, Application for Allowance in Duties
	
	Report of merchandise lost through casualty or other qualifying causes

	
	
	

	


	CBPF 5955A, Notice of Penalty or Liquidated Damages Incurred and Demand for Payment
	
	Default involving merchandise


	3.Transfers from Zone
	
	

	
	
	

	CBPF 3461/Estimated CBPF 3461(Immediate Delivery)
	
	Entry for consumption

	
	
	

	CBPF 7501, Entry Summary
	
	Entry for consumption

	
	
	

	CBPF 7501, Entry Summary consumption
	
	"Live" entry for consumption

	
	
	

	CBPF 368, or 368A
	
	Informal Entry

	
	
	

	CBPF 7512, Estimated CBPF 7512 Transportation Entry and Manifest of Goods Subject to CBP Inspection and Permit
	
	Entry for transportation, exportation, transportation and exportation, or vessel or aircraft supply and certain other goods

	
	
	

	CBPF 5125, Application for Withdrawal of Bonded Stores for Fishing Vessels and Certificate of Use
	
	Entry for supplies for fishing vessels

	
	
	

	CBPF 6043, Delivery Ticket, CBPF 7512
	
	Removal for transfer to another zone, or transfer to a bonded warehouse, or dock or airport for vessel or aircraft supply or for exportation

	
	
	

	CBPF 216, Foreign-trade zone Activity Permit
	
	Temporary removal and return of zone merchandise; removal of zone status merchandise for which no entry is required


(b)
UIN or Other CBP Authorized Systems – In a UIN or other CBP Authorized inventory system, the zone admission file consists of the e-214/CPBF 214 and supporting documentation.  The zone admission file will be maintained in a sequential order based on the zone admission number.  Documentation related to other zone activities and/or removal of the merchandise is kept as part of the inventory control system(s) and need not be kept in the zone admission file  (19 CFR 146.37 (a)(2)).

7.10
Transfer of Merchandise History to Another Zone ‑ When merchandise is transferred from one zone to another, including at the same CBP port, the Operator of the transferring zone shall provide the Operator of the destination zone with the documented history of the merchandise being transferred.  The documentation to be forwarded is set forth in 19 CFR 146.66(c) and described in Section 9.11(b) FTZM and may be transmitted by electronic means.

7.11
Record of Foreign‑Trade Zone Activity Under CBP Permit ‑ The Operator shall record on a CBPF 216 the results of an approved manipulation, processing, manufacture, exhibition, temporary removal or certification of destruction, other than by a blanket application, unless the Port Director chooses to physically supervise the operation (19 CFR 146.52(d),(e); see Section 8.3(d) and 8.4(e) FTZM).

(a)
Blanket Application ‑ The Operator  shall maintain a record of an approved manipulation, manufacture, process, exhibition or certification of destruction in its inventory control and recordkeeping system so as to provide an accounting and audit trail of the merchandise through the approved operation.  A temporary removal from a zone must be reported on an individual CBPF 216 unless otherwise approved by CBP (19 CFR 146.52(d)(2)).  

7.12
Reporting of Merchandise Discrepancies ‑ Discrepancies in the quantity or condition of merchandise admitted to, within, or transferred from the zone shall be reported by the Operator to the Port Director  as set forth in 19 CFR 146.37(c), 146.53(a), and 146.71(b).  See Sections 10.4 through 10.6 FTZM.

7.13
Grantee Responsibilities ‑ The Grantee has certain recordkeeping and reporting responsibilities under the FTZ Act, Board regulations, and instructions of the Executive Secretary.

(a)
Accounts and Records ‑ The form and manner of keeping accounts on each zone shall be prescribed by the Board (19 U.S.C. §81p).  Grantees shall maintain their accounts in accordance with generally accepted principles of accounting, and in compliance with any requirements of Federal, State, or local governmental agencies having appropriate jurisdiction over the Grantee (15 CFR 400.46).

(b)
Annual Reports ‑ Each Grantee shall make available to the Board annually, and at such other times as the Board may prescribe, reports containing a full statement of the operations, receipts, expenditures, and such other information as the Board may prescribe  (19 U.S.C. §81p(b); 15 CFR400.46 (d)).

(c)
Operator Responsibilities to Grantee ‑ The Operator is responsible for maintaining records and making reports to the extent provided for in the operating agreement between the Operator and the Grantee.

Chapter 8

OPERATIONS IN ZONES
8.1
General ‑ Foreign and domestic merchandise of every description, except such as is prohibited by law, may, without being subject to CBP laws of the United States, except as otherwise set forth in the FTZ Act, be brought into a zone and stored, sold, exhibited, broken up, repacked, assembled, distributed, sorted, graded, cleaned, mixed with foreign or domestic merchandise or otherwise manipulated, or be manufactured except as otherwise set forth in the FTZ Act, and be exported, destroyed, or sent into the Customs territory of the United States therefrom in the original package or otherwise (19 U.S.C. §81c).  Operations prohibited in a zone are described in Chapter 11 FTZM.

(a)
Operations Involving Nonexempt Merchandise ‑ Importations brought into a zone for a purpose other than those listed in 19 U.S.C. §81c, are not exempt from duty under the FTZ Act (Section 2.6 FTZM).  Such merchandise is not subject to any restriction under the FTZ Act, and any operation may be performed on them that would be permitted for merchandise not in a zone and not in CBP custody.

(b)
Supervision by Operators ‑ The Operator shall supervise all manipulations, manufacturing, destruction, exhibition, physical and procedural security, and conditions of storage in the zone as required by law and regulations.  Supervision by the Operator shall be that which a prudent manager of a storage, manipulation, or manufacturing facility would be expected to exercise, and may take into account the degree of supervision exercised by the User having physical possession of zone merchandise (19 CFR 146.4(a)). 

(c)
Safekeeping of Merchandise and Records ‑ The Operator, at its liability, may allow the zone importer or owner of the goods to store, safeguard, and otherwise maintain or handle the goods (19 CFR 146.4(c)).  

(d)
Transfer of Title ‑ The Operator shall maintain records of all transfers of title     between or among Users or Operators.  Transfers of title do not constitute a retail sale as prohibited by the 19 U.S.C. §81o(d).  While the transfer of title within a zone is permissible and there is no CBP form that is required to authorize such a transfer, records must be maintained in order for CBP to evaluate the information to ensure compliance with all necessary laws.  All CBP entries must be made by the party that has the right to make entry (19 U.S.C. §1484). 

(e)
Third Party/Toll Processing ‑ The Operator or the User may cause to be admitted to the zone and processed and manufactured therein merchandise which the Operator and/or User does not own or have title to. As long as the processing/manufacturing activities are authorized by the Board, the title to merchandise is not relevant for this purpose.  However, at the time of entry, entries may only be made by the party who has the right to make entry (19 U.S.C. §1484).  

(f)
Storage ‑ Merchandise that is not owned by the Operator may be stored in a zone or subzone.  At the time of entry, entries may only be made by the party who has the right to make entry.  Any transfer to another zone or export may be made by the Operator. 

8.2
Storage Conditions ‑ Generally, merchandise should be stored in a zone in such a manner that (1) the zone will be safe for personnel working therein; (2) the merchandise will be protected from theft or other loss, damage, and deterioration; (3) checks, inventories, and audits can be efficiently conducted by CBP and zone personnel; and (4) the zone will not endanger the public health or safety.

(a)
Safety and Sanitary Conditions ‑ Grantees and Operator s shall operate zones and buildings in a safe, sanitary manner in compliance with all applicable local, state and federal regulations (15 CFR 400.28 (a)(4)).  The Port Director may suspend the activated status of the zone or the receipt or delivery of merchandise until such a deficiency is corrected (19 CFR 146.82 (a)(2)).  The Operator should consult with the state and local officials to ascertain or clarify local safety and sanitary requirements, such as fire codes, zoning laws and similar provisions.

(b)
Separate Storage ‑ The Port Director may require segregation of any zone status merchandise whenever necessary to protect the revenue or properly administer U.S. laws or regulations (19 CFR 146.51).  Port Directors may require separate storage of zone‑restricted merchandise if there is the possibility that the merchandise could become combined with or confused with other merchandise of the same type.  The Port Director should determine the type of storage required upon presentation of the CBPF 214 requesting zone-restricted status.  The key consideration here is to ensure that the revenue is protected and restricted merchandise programs are protected and the feasibility of compliance reviews.  A compliance review must be feasible, as opposed to a full audit.  CBP must be able to perform a compliance review and an audit to prevent the merchandise from entering the U.S.  Examples are fungible merchandise such as oil or grain.  There is a clear obligation that the merchandise must be identifiable.

Merchandise which has been constructively transferred to Customs territory and is awaiting removal from the zone, will not be further manufactured or manipulated in the zone, but will be segregated or otherwise identified by the Operator as constructively‑transferred merchandise (19 CFR 146.71(c)). The Operator shall segregate, mark, or otherwise secure damaged merchandise to preserve its identity as damaged merchandise (19 CFR 146.53(e)).  Merchandise which is not in zone status for any of the reasons stated in Section 5.2 FTZM shall be segregated from zone status merchandise.

Manner of Storage – Aisles will be established and maintained, and doors and entrances left unblocked, for access by CBP personnel and other persons in the performance of their official duties (See 19 CFR 146.4(f)).  All merchandise stored in a zone shall be identified by a merchandise location system that clearly identifies the location of all UIN or zone lot number merchandise. There is no legal requirement for physical segregation of foreign and domestic merchandise, nor to limit storage to a single location.

(1)
For merchandise maintained under a zone lot number system only, packages shall be marked with the zone lot number so that the merchandise can be traced to a particular e-214/CBPF 214 (19 CFR 146.37). Generally, these marks shall be on all packages, but the Port Director   may waive this requirement if the packages, or unitized or palletized units of packages, are marked at sufficient intervals of space to allow a proper spot check, quantity count, or audit. 

(2)
Packages that are accounted for under a CBP-authorized inventory method other than specific identification must be adequately identified by product markings, bin markings, the unique character of the merchandise, or other means so CBP and the Operator can conduct an inventory count.
(c)
Storage Outside Activated Area ‑ Except merchandise covered by a temporary removal permit under Section 9.2 FTZM, no foreign status merchandise shall be stored, even temporarily, outside the activated area.  Except in the case of domestic status merchandise for which no permit is required, such storage will be treated by CBP as a transfer from the zone without a permit.  Similarly, except in the case of domestic status merchandise for which no permit is required, no merchandise shall be stored inside the activated area without a CBP permit of admission, temporary deposit, direct delivery or similar permit.  Whenever domestic status merchandise is placed inside the activated area, the inventory records shall be adjusted as set forth in 19 CFR 146.22.  Upon the removal of domestic status merchandise for storage outside the activated area, the inventory records shall be adjusted as set forth for in 19 CFR 146.24.  Since CBP is not responsible for the administration of state ad valorem tax laws, the Operator should obtain the requirements for storage of merchandise for such benefit from the state tax authority where such legislation exists. 

8.3
Permit for Manipulation, Processing, or Manufacture ‑ No merchandise, other than domestic status merchandise for which no permit is required under 19 CFR 146.43(a), will be manipulated, manufactured, exhibited or destroyed in a zone in any manner or for any purpose except under CBP permit as set forth in 19 CFR 146, Subpart E.  A permit will be required for the exhibition, manufacture, or manipulation of domestic status merchandise, when (1) it is required by the Commissioner, or (2) when it is to be mixed or combined with merchandise of another zone status (19 CFR 146.43(b)).  For the purposes of filling out the CBPF 216, "manufacturing" means any manufacture or processing as defined in 15 CFR 400.2 (g), (k) which include activities that result in a substantial transformation of a foreign article to a new and different article having a different name, character, and use, or which causes a change in its HTSUS classification of the merchandise or in its eligibility for entry for consumption (15 CFR 400.2 (g), (k)).

"Exhibition" means the display of merchandise in the zone to prospective buyers or other interested parties.  Board approval must be received prior to changing previously approved processing or manufacturing operations to make new products, significantly expand production, change sourcing of materials to be used or source materials that will be subject to inverted tariffs (15 CFR 400.28(a)(2)(3)).  The request will be submitted according to procedures shown in 15 CFR 400.32(b) and evaluated on the criteria shown in 15 CFR 400.31.

(a) Application ‑ Prior to any action, the Operator shall file with the Port Director   an application (or blanket application) on CBPF 216 for permission to manipulate, manufacture, destroy or exhibit merchandise in a zone (19 CFR 146.52(a), 146.9).  For instructions in preparing CBPF 216, see Appendix FTZM.  The description of the intended manipulation or manufacture should be detailed enough to enable the Port Director to determine whether a permit should be given.  The Port Director may return the application to the Applicant for a more precise description, if needed to administer any law, regulation, or policy for which CBP is responsible. 

A blanket application may be made for a period of up to one (1) year for a continuous or repetitive operation.  If the operation is changed during the period so that the application as approved no longer describes the operation, a new application shall be filed  (19 CFR 146.52(b)(2)). 

(1)
Exhibition and Examination ‑ The User may, with the concurrence of the Operator  and upon application approved by the Port Director  on a CBPF 216, exhibit and examine merchandise in the zone, or allow prospective purchasers to examine merchandise in the zone. 

(2)
Samples – The User may, with the concurrence of the Operator and upon application approved by the Port Director on a CBPF 216, sample merchandise in the zone or allow perspective purchasers to sample merchandise and remove samples from the zone.  Samples taken under the authority of this permit may be removed from the zone without payment of duty if (1) the merchandise is temporarily removed from the zone under the authorized temporary removal procedures; (2) sampling can be done without the need to repack the merchandise; and (3) the merchandise is not restricted merchandise.  

Additionally samples may be removed from the zone under HS 9811.00.60.  An entry must be filed for samples taken from the zone under this provision; all requirements of 9811.00.60 must be adhered to and each sample taken from the zone under this provision must be presented to an import specialist for approval of the mutilation.

Otherwise, the User must file a duty‑paid consumption entry to obtain a permit to remove the sample.

(3)
Temporary Removal ‑ See Section 9.2 FTZM.

(4)
Concurrence of Executive Secretary for Manufacturing or Processing ‑ An application for a new manufacturing or processing operation must have the concurrence of the Board.  The purpose of the concurrence is to assure that there are no public interest concerns in the new operation (15 CFR 400.28(a)(2), (3)).

(b)
Decision on Application – A Port Director will approve the application unless (1) the proposed operation would be in violation of law or regulation, (2) the place designated for its performance is not suitable for preventing loss of identity or status of the merchandise, or (3) the Board has not granted approval of a new manufacturing operation.  The Port Director may disapprove any application, or may deny a blanket application and require instead an individual application (19 CFR 146.52(b)(1), (2)).  

(c)
Revocation of Approval – A Port Director may revoke approval of any application for cause as defined in approval criteria at 19 CFR 146.52 (b), or may require the Operator to file an individual application in lieu of an existing blanket application.  In such a case, the Applicant may appeal the adverse ruling pursuant to the hearing provisions of 19 CFR 146.82(b) (2).  The revocation shall remain in effect pending the decision on the appeal (19 CFR 146.52(c)).  

(d)
Recordkeeping ‑ In the case of a blanket application, the Operator  shall maintain a record of an approved manipulation, manufacture, or exhibition in a separate yearly blanket CBPF 216 file or in its inventory control and recordkeeping system so as to provide an accounting and audit trail of the merchandise through the approved operation  (19 CFR 146.52(d)(2)).  If it is an individual CBPF 216 that relates to a zone lot number, the CBPF 216 will be filed in that specific zone admission CBPF 216 file.  If the zone is operating under any other CBP authorized inventory system, the CBPF 216 is filed with the FTZ inventory records (19 CFR 146.52(a)).  In its supervision of the operation, the Operator shall record on CBPF 216 the results of an approved manipulation, manufacture or exhibition (other than by a blanket application) unless a Port Director chooses physically to supervise the operation.

(1)
Sending of Record to Port Director   ‑ Where necessary the Port Director   may request from the Operator  a copy of CBPF 216 showing the results of the manipulation recorded by the Operator , before accepting or liquidating any entry.

8.4
Destruction Under Permit ‑ The Operator  is not responsible under its Operator’s bond for any loss of merchandise or any merchandise which cannot be located in the zone, if the Port Director  is satisfied that the merchandise was never received in the zone, was not removed without proper permit from the zone, or that it was lost or destroyed in the zone through fire or other casualty, evaporation, spillage, leakage, absorption, or similar cause, and did not enter the commerce of the U.S. (19 CFR 146.53(c)(1)).  The Port Director may issue a permit for the destruction of merchandise in any zone status.  Any residue of destruction which has no commercial value may be transferred to Customs territory for disposal (19 CFR 146.52(e)).  It will be so transferred without entry and free of duty and treated as a non-importation under 19 CFR 158.11.

(a)
Alcoholic Beverages ‑ Distilled spirits, wines, and fermented malt liquors may not be admitted in zone‑restricted status for the sole purpose of destruction (19 CFR 146.44 (a)).  Such merchandise admitted to the zone in zone-restricted status for other purposes or in any other zone status may be destroyed in the zone only with the approval of the Regional Director, Compliance, TTB (Fourth Proviso, 19 U.S.C. §81c and Section 11.5(d)(4) FTZM).  The procedure for obtaining approval by the TTB for destruction is set forth in 27 CFR 252.35 through 252.38, 19 CFR 146.44(c)(2) and see Section 11.5(d)(4) FTZM.  

(b)
Application for Destruction ‑ Prior to any action to destroy merchandise in a zone, the Operator  shall file with the Port Director  an application on CBPF 216 for permission to destroy the merchandise.  A yearly blanket CBPF 216 may be authorized.  The proposed method of destruction shall be stated in the application, and should be sufficient to assure that the merchandise will be completely destroyed.  A sample of a properly filled out CBPF 216 for destruction is shown in the Appendix to the FTZM.

(1)
Method of Destruction ‑ The method of destruction shall be appropriate to the nature of the merchandise so as to assure its complete destruction and to assure that there is no recoverable residue of any commercial value.  If destruction is not complete or there is recoverable residue having commercial value, the transaction will be treated as a manipulation and so recorded in the inventory and recordkeeping system of the Operator.

Incomplete destruction does not meet the "destruction" condition of zone‑restricted status.  However, partial destruction, coupled with exportation or storage of the valuable waste, may meet the condition of "exportation, destruction, or storage" in the Fourth Proviso, 19 U.S.C. §81c.

Residue or scrap from destruction of zone‑restricted merchandise may not be entered for consumption, unless the Board finds it to be in the public interest.  (See Section 11.3 FTZM).  

Destruction shall be carried out in a safe and sanitary manner, and any residue disposed of in accordance with the applicable State and Federal laws. 

 (c)
Decision on Application ‑ The Port Director shall approve the application unless 

(1) the proposed destruction would be in violation of law or regulation, 

(2) the place designated for its performance is not suitable for preventing the loss of the identity or status of the merchandise, or for safeguarding the revenue, or 

(3) the Port Director is not satisfied that destruction will be effective, complete, and carried out in a safe and sanitary manner.  

The Port Director may disapprove or revoke approval of any application (19 CFR 146.52(b)).  However, if an approved application is subsequently rescinded by the Port Director  for any reason, the Applicant may appeal the adverse ruling pursuant to the hearing provisions of 19 CFR 146.82(b)(2).  The rescission shall remain in effect pending the decision on the appeal (19 CFR 146.52(c))

 (d)
Supervision ‑ Since destruction, by its nature, leaves little or no physical evidence of the activity, the Port Director may choose to physically supervise the destruction operations, particularly destructions of restricted merchandise.  At the discretion of the Port Director, the Operator may be allowed to supervise the destruction.  If the Operator supervises destruction, it shall be done as set forth in 19 CFR 146.4(a).

(e)
Removal from Zone for Destruction ‑ The Port Director   may permit destruction to be done outside the zone, in whole or in part, at the risk and expense of the Applicant and under such conditions as are necessary to protect the revenue, if proper destruction cannot be accomplished within the zone (19 CFR 146.52(e)).  In such cases, destruction may be supervised by CBP as set forth in 19 CFR 158.43 (d) and 19 CFR 101.2 (c), in which case the certified copy of CBPF 216 shall be returned to the Operator  for retention in the recordkeeping system.  Transfer of the merchandise to the destruction site shall be done under the procedures of a local control system.

(f)
Recordkeeping of Destruction ‑ If CBP supervises the destruction, the supervising CBP personnel shall certify the destruction on CBPF 216, and provide a copy of the form to the Operator for filing in its recordkeeping system (19 CFR 146.52(a)).  If the Operator supervises the destruction, the Operator shall certify the destruction on that form (19 CFR 146.52(d)(1)).  For each occurrence under an individual or yearly blanket CBPF 216 procedure, records must be maintained.

8.5
Merchandise Marking Requirements ‑ Every article of foreign origin or its container imported into the Customs territory of the United States shall be marked in a conspicuous place and in such manner as to indicate to the ultimate purchaser in the United States the English name of the country of origin of the article (19 U.S.C. §1304 and 19 CFR 134.11).  Goods not so marked may be brought into a zone to be properly marked under a permit to manipulate issued by the Port Director.  Similarly, goods which are improperly or falsely marked may be brought into a zone under a permit to manipulate to correct or remove such marking so as to comply with the laws and regulations (19 CFR 134.13(b)).  

(a)
U.S. Origin Marking for Goods Manufactured in a Zone ‑ If further work or material has been added to an imported article in a zone which has effected a substantial transformation of the article into a new and different article of commerce, it may be considered to be no longer an article of foreign origin, for marking purposes, when it is transferred to the Customs territory (See 19 CFR 134.1(b)).  The United States becomes the country of origin of such articles for marking purposes.  Such articles need not be marked, under 19 U.S.C. §1304, to show the United States as the country of origin, and CBP has no authority to approve or deny the marking "Made in U.S.A."  However, goods of U.S. origin in a zone shall not be marked to show a country of origin other than the United States.  Also, goods of U.S. origin manufactured in a zone may be subject to marking requirements administered by the Federal Trade Commission (FTC).  Note that the FTC has jurisdiction in this area.

(b)
False Country of Origin Marking ‑ CBP personnel shall not approve an application on a CBPF 216 to mark merchandise with a false and/or deceptive country of origin marking, even if the merchandise is destined for export from the U.S (OCOD 89‑4, CBP Bulletin, Vol. 23, No. 43, October 25, 1989 and see Section 11.6(u) FTZM). 

(c)
Copyrighted Articles ‑ Copyrighted articles made without the authorization of the copyright owner are deemed to be infringements and their importation into the U.S. is prohibited by CBP (19 CFR 133.42).  Articles made abroad displaying a trademark identical to one owned by a U.S. citizen, corporation or association is subject to seizure as a prohibited importation.

8.6
Abandonment, Bankruptcy, and Absconding ‑ 19 CFR 146.9 requires the written concurrence of the Operator  on applications for permission to admit, manufacture, manipulate, exhibit, or destroy zone merchandise.  19 CFR 146.71(a) requires the Port Director to authorize delivery of merchandise only to the Operator, who may release the merchandise from the zone.  These provisions place on the Operator the primary responsibility for disposition of merchandise which has been abandoned in a zone or whose owner is insolvent, has absconded, or is in arrears in payments owed to the Operator.  No entry or permit to transfer or constructively transfer such merchandise from the zone for the purpose of immediate abandonment to the Government shall be accepted or approved by CBP.

(a)
Abandonment ‑ If merchandise is abandoned, in writing, by its owner to the Operator, the Operator has the right to authorize the exportation, destruction, or sale of the merchandise.  The Operator may dispose of the merchandise in its own name on the proper form in accordance with pertinent laws and regulations.  If the merchandise is to be entered for consumption the owner or purchaser will be held liable for any duties, taxes, and deficiencies due.  Auction sales will be conducted by the Operator, or representative thereof, and not by CBP or a CBP contractor.

(b)
Insolvency, Absconding, or Arrearage ‑ If merchandise has not been abandoned in writing to the Operator, but the owner or the person in whose account the merchandise is held in the zone apparently has absconded, is insolvent, or is in serious arrears in payments owed to the Operator, the Operator must take legal action under the laws of the state in which the zone is located to dispose of the merchandise.  If the Operator is authorized to sell the merchandise to recover a debt, the buyer will have title to the goods to dispose of them at his or her option.

(c)
Bankruptcy ‑ If the owner or person in whose account the merchandise is held in the zone declares bankruptcy, the merchandise will be disposed of according to the applicable bankruptcy law.

8.7
Security of Zone ‑ Each Grantee, Operator, or their designee shall provide and maintain in connection with the zone adequate enclosures to segregate the zone from the Customs territory for the protection of the revenue, together with suitable provisions for ingress and egress of persons, conveyances, vessels, and merchandise (19 U.S.C. §81l(f)).  In 15 CFR 400.41, the Board delegates to Port Directors the enforcement responsibility for physical security and access requirements for zone projects activated in their ports.  To achieve the necessary physical security of the zone, recommendations set forth in TD 72‑56, Standards for Cargo Security will serve as guidelines only, because significant improvements in security methods have been developed since 1972.

(a)
CBP Security Requirements ‑ The Operator  shall maintain the zone and establish procedures adequate to ensure the security of merchandise located in the zone in accordance with applicable CBP security standards and specifications (19 CFR 146.4(e)).  The Operator is responsible for safekeeping of merchandise and records concerning merchandise admitted to a zone.  The Operator , at its liability, may allow the User or the owner of the goods to store, safeguard and otherwise maintain or handle the goods and the inventory records pertaining to them  (19 CFR 146.4(c)).  

(b)
Guard Service – 19 U.S.C. §81d, directs the Secretary of the Treasury to assign to the zone the CBP personnel necessary to protect the revenue.  However, in view of the Grantee's responsibility in 19 U.S.C. §81f, the Operator through its contract with the Grantee, is authorized to provide guards or contract for guard service to safeguard the merchandise and ensure the security of the zone.  This authorization does not limit the authority of the Port Director to assign CBP personnel to protect the revenue under 19 U.S.C. §81d (19 CFR 146.4(g)).  

(c)
Cargo Security Standards and Specifications ‑ The standards of security to be maintained by the Operator are the same as those used by CBP in the security survey required for approval of the application to activate the zone.  These standards, set forth in TD 72‑56, "Standards for Cargo Security,” serve as a guide, and each of the standards includes specifications which suggest means by which standards may be met.  Copies of TD 72-56 should be obtained from the Port Director.

CBP Security Standards for Buildings permit the walls of the building itself to be considered the perimeter of the activated area, and that fencing need not be required for the facility to meet the Security Standards.

(d)
High‑Security Storage for Title II Firearms ‑ This description does not refer to pistols or revolvers having a rifled bore, or rifled bores, or weapons designed, made, or intended to be fired from the shoulder.  Imported machine guns, destructive devices, certain other firearms, or any other weapon capable of being concealed on a person as covered by 26 U.S.C. §5845 may be imported for storage in a zone under a conditional import permit of TTB (TTB Form 6) for subsequent sale to military and law enforcement agencies or other use specified in 26 U.S.C. §5844 and 26 U.S.C. §5845 (See Sections 11.5(e) and 11.6(m) FTZM).  These firearms may also be imported for re‑exportation from a zone under the provisions of the International Traffic in Arms Regulations, 22 CFR 120.  TTB will not issue an import permit for these firearms for storage in a foreign‑trade zone until a special survey has been conducted by CBP to determine whether the facility meets certain standards of security that are higher than those for other zones (TD 81‑69).  CBP personnel shall conduct such surveys only upon request of the TTB.  The standards for such high‑security warehouses are shown in the Appendix to the FTZM.  The surveying CBP personnel shall advise the Operator of the purpose of the survey and provide consultations concerning its progress and findings.  If the Operator is able to make changes necessary to bring the facility into compliance with the standards within 1 month after the survey, the final report to the TTB will be delayed until the changes are made and verified by the surveying personnel.

(e)
Compliance Reviews of Cargo Security ‑ After the initial cargo security survey and follow‑up conducted upon activation of the zone, CBP personnel shall monitor the Operator’s maintenance of security standards, specifications, and requirements through compliance reviews and audits.

(f)
Full Security Surveys ‑ Full cargo security surveys may be carried out periodically by CBP in selected zones.  Such a survey can be expected when: 

(1) A serious breach of security has been identified or a major theft has occurred at a zone; or 

(2) The Port Director  contemplates suspension of activation or revocation of a zone permit, or recommendation for revocation of a zone grant because the Operator  does not provide secured facilities or properly safeguard merchandise in the zone (19 CFR 146.82(a)(5)); or 

(3) At periodic intervals in the case of zone facilities for the high‑security storage of Title II firearms.  (See Section 8.7(d) FTZM).  

(g)
Action on Cargo Security Deficiencies ‑ The cargo security standards and specifications in TD 72‑56 are guidelines, rather than regulations, for acceptable physical and procedural security in international commerce.  Therefore, factors outside the standards and specifications may be considered in making a judgment as to whether there is a deficiency which constitutes a default in the Operator’s bond.  For instance, a deficiency in one specification which is counterbalanced by another security measure so as to preserve overall security of the facility may not be a default.  Similarly, a deficiency which is in keeping with the nature of the merchandise (e.g., a 6‑foot fence surrounding an activated area containing low‑value, high bulk merchandise with low theft potential) may not be a default.

(1)
Deficiencies in zone security are defaults not involving merchandise subject to liquidated damages of $1,000 for each default (See Section 12.7 FTZM).  

(2)
If merchandise is removed from a zone without permit, or cannot be accounted for, through a deficiency in security, the loss of the merchandise breach is a default involving merchandise, and the security deficiency will be considered an aggravating factor in the consideration of any petition for relief from liquidated damages (See Section 12.14(a) FTZM).  

(3)
Action will ordinarily be taken by CBP to suspend a zone permit or activated status on the grounds set forth in 19 CFR 146.82(a) only for a major deficiency or deficiencies, pending the correction of the deficiencies.  Action to revoke the activated status will ordinarily be taken only in the case of chronic or uncorrected deficiencies which have resulted in a major loss or losses of merchandise  (See Sections 13.8‑13.11 FTZM).  

(h)
Theft Reporting ‑ The Operator  is required to immediately report to the Port Director   any theft or suspected theft from the zone, including thefts or suspected thefts of domestic status merchandise (19 CFR 146.53(a) and (b)).  Theft of merchandise from a zone is usually considered a theft in interstate or foreign commerce, a felony under 18 U.S.C. §549 punishable by a fine of up to $250,000 or imprisonment for not more than 10 years, or both (18 U.S.C. §549, 3571). 

(j) List of Persons ‑ The Port Director may at any time make a written demand upon the zone Operator to submit, within 30 days, a written list of the names, addresses, social security numbers, and dates and places of birth of personnel or key persons having a direct or indirect financial interest in the zone operation, and of persons employed in the carriage, receipt or delivery of merchandise in zone status, whether employed by the Operator or the User (19 CFR 146.7(g)). The Port Director may request a background investigation to be made of any of the persons on the list, if necessary, to protect the revenue.  Operators are encouraged to obtain Privacy Act waivers from all employees
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