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What is a Foreign-Trade Zone?

« A foreign-trade zone is a designated site licensed
by the Foreign-Trade Zones (FTZ) Board at
which special customs procedures may be used.
These procedures allow domestic activity
involving foreign items to take place prior to
formal customs entry.
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Foreign-Trade Zones Board

+ Secretary of Commerce (chair)
« Secretary of the Treasury

« U.S. Customs and Border Protection (CBP) acts
as an advisor to the Board and represents the
Board in the field.
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Foreign-Trade Zones Board

« FTZ Act of 1934 established FTZ Board
— Envisioned as transshipment centers
« Manufacturing not permitted until 1950

« Name sounds similar to “free trade zones”
abroad, but major differences exist between the
U.S. and other zone programs

— Primary difference: CBP & other agency
oversight
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What is a Foreign-Trade Zone?

A site which has been granted zone status may
not be used for zone activity until the site has
been separately approved for FTZ “activation” by
local CBP officials.

« Zone activity is under the day-to-day supervision
of CBP.

« FTZ sites and facilities remain within the
jurisdiction of local, state and federal
governments or agencies.
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Are zones outside the US?

e No! While merchandise within a zone is
considered outside the customs territory of the
U.S., this is for formal entry procedures only.
Foreign merchandise admitted to a zone is
within the territory and jurisdiction of the U.S.
and is considered imported (i.e., general
imports)
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Who has jurisdiction within a Foreign-
Trade Zone?

« If a federal, state or local agency would otherwise
have authority under their law or regulations to
enter/inspect a facility, the fact that it has FTZ
status will not affect that authority.

« Some agencies have jurisdiction over imports
generally, others are concerned only with
imports for consumption.

« Must have all necessary permits for storage of
alcohol, tobacco or firearms.
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What are the types of zones?

+ General-purpose zones are usually located at
ports or industrial parks. They must be open to
multiple zone users. Although manufacturing is
permitted within general-purpose zones, the
most common use is for warehouse and
distribution activity.
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activity.
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What are the types of zones?

« Subzones are special-purpose zones, usually at
manufacturing plants. A subzone of a general-
purpose zone can be approved if the company is
unable to relocate existing facilities into a
general-purpose zone site. Subzones are
approved for use by one company for a specific
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FTZ

» CBP bond required
« Under CBP supervision

« No time limit
« Imported, not entered

« Manufacturing allowed*
(subject to approval)
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FTZ versus Bonded Warehouse

Bonded Warehouse

CBP bond required
Under CBP supervision

5 year storage limit
Goods considered entered
Limited processing by
bonded warehouse type

10
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Where can a zone be located?

« Every zone site must be “adjacent” to a CBP port of entry:
— Within the limits of a CBP port of entry.
— Within 60 statute miles of the outer limits of a CBP port of
entry.

— Within 9o minutes’ driving time from the outer limits of a
CBP port of entry as verified by the CBP Port Director.

« For subzones only: if a subzone site does not meet the adjacency
requirement, it may alternatively qualify to be considered
adjacent if they work with the CBP Port Director to ensure that
proper oversight measures are in place
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What activity is permitted in zones?

« Merchandise in a zone may be assembled,
exhibited, cleaned, manipulated, manufactured,
mixed, processed, relabeled, repackaged,
repaired, salvaged, sampled, stored, tested,
displayed and destroyed.

« Manufacturing and processing activity must be
specifically approved by the FTZ Board.

« Specific limitations on activity involving alcohol,
tobacco and firearms.

+ Retail trade is prohibited in activated
zone space.
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What kind of merchandise can be placed in
a zone?

» Merchandise prohibited from import into the
U.S. cannot be brought into a zone.

« “Conditionally admissible” merchandise can be
brought into a zone for re-labeling/processing to
make it eligible for entry (e.g. automobile with
European emissions standards)
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Status of Merchandise in a Zone

« Privileged Foreign (PF)

— Merchandise maintains its status based on its
condition when it was admitted to the zone.
Thus, when the merchandise is shipped from
the zone to the U.S. market and entered for
consumption by CBP, it is evaluated based on
its condition at the time of admission, even
though it may have undergone a
transformation in the zone.
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Status of Merchandise in a Zone

« Non-privileged Foreign (NPF)

— Merchandise is evaluated based on its
condition at the time it is shipped from the
zone to the U.S. market and entered for
consumption by CBP.

« Domestic

— Merchandise that is of domestic origin but
also includes foreign-origin merchandise on
which customs entry and duty payments have
been made prior to admission to the zone site.
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Status of Merchandise in a Zone

« Zone-Restricted (ZR)

— Merchandise in this status must be exported
or destroyed.

— Distilled spirits, wine & beer may not be
admitted in ZR status for destruction. If
needed, destruction can later be done with
approval by TTB (27 CFR 28.35-38)

— Caution: Merchandise shipped from a
bonded warehouse to a FTZ must be admitted
in zone-restricted status.
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Status of Merchandise in a Zone

« Zone-Restricted (con’t)

— Domestic non-tax paid alcohol and tobacco
products can be admitted into a zone in zone-
restricted status and be considered exported.

— ZR merchandise is eligible for drawback of
duties or internal revenue taxes.
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What are the Benefits to Zone Users?

« Duty Exemption on re-exports.
« Duty Deferral on imports.

« Inverted Tariff. If manufacturing results in a
finished product that has a lower duty rate than
the rates on foreign inputs, the finished products
may be entered at the lower duty rate - subject to
public interest considerations.

« Logistical Benefits. Companies may have
access to streamlined customs procedures (e.g.
"weekly entry" or "direct delivery").
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What are the Benefits to Zone Users?

o Other Benefits:

— Internal revenue tax not due until the 14t day
after the last day of the semimonthly period
during which the merchandise is removed
from the first FTZ into which it is admitted.

19

INTERNATIONAL g b4 4 1 ; : b “‘;‘Wﬂﬂm
TRADE ¢ L o ol

ADMINISTRATION

What are the public benefits?

« Help facilitate and expedite international trade.

« Provide special customs procedures to help firms
conduct international trade related operations in
competition with foreign facilities.

« Encourage and facilitate exports.

« Help attract offshore activity and encourage
retention of domestic activity.

+ Assist state/local economic development efforts.

« Help create and maintain employment
opportunities.

20
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Zone Structure
FTZ
Board
Grantee Grantee
O t Operat
perator Operator perator/
User
User User User
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Zone Structure - Grantee

Grantee —

The corporate r.ec1p1ent ofa :> Grantee
grant of authority for a zone

project. Usually a public entity
(city, county, port authority...).

Operator

User User

W%WMW |

FTZ
Board
Grantee
Operator
Operator 1> /
User
User
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Zone Structure - Operator

Operator - A corporation,
partnership, or person that
operates a zone or subzone under
agreement with the grantee, with
the concurrence of the Port
Director of CBP. The operator
has the bond with CBP.

Grantee

ﬁ Operator

User User

FTZ
Board
Grantee
Operator
Operator 1> /
User
User
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User - A party using a
zone under agreement
with the zone grantee ﬁ

or operator.

Zone Structure - User

Grantee

Operator

User User

FTZ
Board
Grantee
Operator
Operator 1> /
User
User
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Zone Structure
HQ CBP/
OGA’s
Grantee Grantee
Operator Operator Operator/
User
User User User
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Current Statistics

« 254 Zones in all 50 states and Puerto Rico

500+ Subzones

« Over 300,000 employees in active zones

Over $490 billion in merchandise was handled in
FTZs in FY 2006
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Specific Restrictions

« Domestic non-tax paid alcohol and tobacco
products may only be admitted to FTZs in zone-
restricted status

« P.L.105-33 (Re-importation of tobacco
products) applies to merchandise brought into
the U.S. — including into FTZs — so the license is
required.
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Specific Restrictions

« Manufacturing of alcohol products, tobacco
products and firearms in FTZs is prohibited.

« Some manipulations may be allowed with FTZ
Board and TTB approval

o Permitted activities include:
— Storage, bottling

— Mixing of 2 alcohol products unfit for
beverage purposes

— Destruction
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Specific Restrictions

« Example of prohibited activities include:
— Blending of ethanol & gasoline
— Assembly of firearms
— Production of anhydrous alcohol

— Production of industrial ethyl alcohol from
propane and other substances

— Reconstitution of imported beer concentrate

29

Use of Ethanol

« Can ETBE be produced in a FTZ from pure or
denatured imported ethanol?

— The FTZ Act prohibits the manufacture of
“alcohol products unfit for beverage use” and
any operations that would be subject to
Chapter 51 if done in customs territory.

— Imported pure and denatured ethanol must
first be transferred to a DSP.

— TTB: a DSP cannot be established within an
FTZ

30
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Recordkeeping Summary

Zone operators are required to keep the following CBP
documents for 5 years:

« Shipments into a zone:
— CBP Form 214 (with supporting commercial
invoice)
 Shipments from a zone:

— CBP Forms 3461 and 7501 (entry) (with invoice or
other supporting documents)

— CBP Form 7512, AES (export)

31
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Recordkeeping Summary

o Zone to Zone Transfers:
— CBP Form 7512

— The operator of the sending zone is responsible
for maintaining a complete record of all goods
that have been transferred to another zone for
5 years from the date of transfer.
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Recordkeeping Summary

« Activity beyond simple warehouse/distribution
(e.g. re-labeling, processing...) requires a CBP
Form 216.

 Any activity that changes the tariff classification
requires specific FTZ Board approval (Grant of
Authority/Board Order).
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What are my options for using a zone?

 General-purpose zone

— Contact grantee for available sites

— Possibility of using an existing operator
e Subzone

— For your company’s facility(if use of an
existing FTZ site is not practical).
— Must demonstrate that approval is in the
public interest
« Either way, work with the local grantee.
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Your Local FTZ

« 254 FTZs throughout U.S.:

— Many of those FTZs have multiple sites in
their geographic area.

« List of grantees and contact info on FTZ
Board web site.
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Applying for a Subzone

 Subzones can be for warehouse/distribution

« 10 month application process

 Application guidelines available on FTZ website
 Draft applications are highly encouraged

« FTZ staff available to answer any questions on
benefits, the application process or guidelines

« Sample completed applications, FAQ’s, etc.,
available on website.
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Operating in an FTZ

 Stage 1: approval with the FTZ Board
« Stage 2: activation with CBP
— Inventory control system/procedures manual
— Background checks
— Bond
« Annually: provide information to the grantee so
that the grantee can submit their annual report

to the FTZ Board. FTZ Board then reports to
Congress on zone activity.

37
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Legal Authority

o FTZ Act of 1934 — 19 U.S.C. 81a-81u
« FTZ Board Regulations — 15 C.F.R. Part 400

« CBP FTZ Regulations — 19 C.F.R. Part 146
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For more information

Liz Whiteman
202-482-0473
Elizabeth_ Whiteman@ita.doc.gov

FTZ staff main line: 202-482-2862

Website: www.trade.gov/ftz

39





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


