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(a)(4) of this section is due, the im-
porter should contact Customs officials 
at the port of entry, not the Depart-
ment of Commerce. 

[47 FR 32517, July 28, 1982, as amended at 66 
FR 28834, May 25, 2001] 

§ 301.9 Uses and disposition of instru-
ments entered under subheading 
9810.00.60, HTSUS. 

(a) An instrument granted duty-free 
entry may be transferred from the ap-
plicant institution to another eligible 
institution provided the receiving in-
stitution agrees not to use the instru-
ment for commercial purposes within 5 
years of the date of entry of the instru-
ment. In such cases title to the instru-
ment must be transferred directly be-
tween the institutions involved. An in-
stitution transferring a foreign instru-
ment entered under subheading 
9810.00.60, HTSUS within 5 years of its 
entry shall so inform the Customs Port 
in writing and shall include the fol-
lowing information: 

(1) The name and address of the 
transferring institution. 

(2) The name and address of the 
transferee. 

(3) The date of transfer. 
(4) A detailed description of the in-

strument. 
(5) The serial number of the instru-

ment and any accompanying acces-
sories. 

(6) The entry number, date of entry, 
and port of entry of the instrument. 

(b) Whenever the circumstances war-
rant, and occasionally in any event, 
the fact of continued use for 5 years for 
noncommercial purposes by the appli-
cant institution shall be verified by 
Customs. 

(c) If an instrument is transferred in 
a manner other than specified above or 
is used for commercial purposes within 
5 years of entry, the institution for 
which such instrument was entered 
shall promptly notify the Customs offi-
cials at the Port and shall be liable for 
the payment of duty in an amount de-
termined on the basis of its condition 
as imported and the rate applicable to 
it. 

[47 FR 32517, July 28, 1982, as amended at 66 
FR 28834, May 25, 2001] 

§ 301.10 Importation of repair compo-
nents and maintenance tools under 
HTSUS subheadings 9810.00.65 and 
9810.00.67 for instruments pre-
viously the subject of an entry liq-
uidated under subheading 
9810.00.60, HTSUS. 

(a) An institution owning an instru-
ment that was the subject of an entry 
liquidated duty-free under subheading 
9810.00.60, HTSUS, that wishes to enter 
repair components or maintenance 
tools for that instrument may do so 
without regard to the application pro-
cedures required for entry under sub-
heading 9810.00.60, HTSUS. The institu-
tion must certify to Customs officials 
at the port of entry that such compo-
nents are repair components for that 
instrument under subheading 9810.00.65, 
HTSUS, or that the tools are mainte-
nance tools necessary for the repair, 
checking, gauging or maintenance of 
that instrument under subheading 
9810.00.67, HTSUS. 

(b) Instruments entered under sub-
heading 9810.00.60, HTSUS, and subse-
quently returned to the foreign manu-
facturer for repair, replacement or 
modification are not covered by sub-
heading 9810.00.65 or 9810.00.67, HTSUS, 
although they may, upon return to the 
United States, be eligible for a reduced 
duty payment under subheading 
9802.00.40 or 9802.00.50, HTSUS (covering 
articles exported for repairs or alter-
ations) or may be made the subject of 
a new application under subheading 
9810.00.60, HTSUS. 

[66 FR 28834, May 25, 2001] 

PART 302 [RESERVED] 

PART 303—WATCHES, WATCH 
MOVEMENTS AND JEWELRY PRO-
GRAM 

Subpart A—Watches and Watch 
Movements 

Sec. 
303.1 Purpose. 
303.2 Definitions and forms. 
303.3 Determination of the total annual 

duty-exemption. 
303.4 Determination of territorial distribu-

tion. 
303.5 Application for annual allocations of 

duty-exemptions. 
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303.6 Allocation and reallocation of exemp-
tions among producers. 

303.7 Issuance of licenses and shipment per-
mits. 

303.8 Maintenance of duty-exemption enti-
tlements. 

303.9 Restrictions on the transfer of duty- 
exemptions. 

303.10–303.11 [Reserved] 
303.12 Issuance and use of production incen-

tive certificates. 
303.13 Appeals. 
303.14 Allocation factors and miscellaneous 

provisions. 

Subpart B—Jewelry 

303.15 Purpose. 
303.16 Definitions and forms. 
303.17 Annual jewelry application. 
303.18 Sale and transfer of business. 
303.19 Issuance and use of production incen-

tive certificates. 
303.20 Duty refund. 
303.21 Appeals. 

AUTHORITY: Pub. L. 97–446, 96 Stat. 2331 (19 
U.S.C. 1202, note); Pub. L. 103–465, 108 Stat. 
4991; Pub. L. 94–241, 90 Stat. 263 (48 U.S.C. 
1681, note); Pub. L. 106–36, 113 Stat. 127, 167. 

SOURCE: 49 FR 17740, Apr. 25, 1984, unless 
otherwise noted. 

Subpart A—Watches and Watch 
Movements 

§ 303.1 Purpose. 
(a) This part implements the respon-

sibilities of the Secretaries of Com-
merce and the Interior (‘‘the Secre-
taries’’) under Pub. L. 97–446, enacted 
on 12 January 1983, which substantially 
amended Pub. L. 89–805, enacted 10 No-
vember 1966, amended by Pub. L. 94–88, 
enacted 8 August 1975, and amended by 
Pub. L. 94–241, enacted 24 March 1976, 
and amended by Pub. L. 103–465, en-
acted 8 December 1994. The law pro-
vides for exemption from duty of terri-
torial watches and watch movements 
without regard to the value of the for-
eign materials they contain, if they 
conform with the provisions of U.S. 
Legal Note 5 to Chapter 91 of the Har-
monized Tariff Schedule of the United 
States (‘‘91/5’’). 91/5 denies this benefit 
to articles containing any material 
which is the product of any country 
with respect to which Column 2 rates 
of duty apply; authorizes the Secre-
taries to establish the total quantity of 
such articles, provided that the quan-
tity so established does not exceed 

10,000,000 units or one-ninth of apparent 
domestic consumption, whichever is 
greater, and provided also that the 
quantity is not decreased by more than 
ten percent nor increased by more than 
twenty percent (or to more than 
7,000,000 units, whichever is greater) of 
the quantity established in the pre-
vious year. 

(b) The law directs the International 
Trade Commission to determine appar-
ent domestic consumption for the pre-
ceding calendar year in the first year 
U.S. insular imports of watches and 
watch movements exceed 9,000,000 
units. 91/5 authorizes the Secretaries to 
establish territorial shares of the over-
all duty-exemption within specified 
limits; and provides for the annual al-
location of the duty-exemption among 
insular watch producers equitably and 
on the basis of allocation criteria, in-
cluding minimum assembly require-
ments, that will reasonably maximize 
the net amount of direct economic ben-
efits to the insular possessions. 

(c) The amended law also provides for 
the issuance to producers of certifi-
cates entitling the holder (or any 
transferee) to obtain duty refunds on 
watches and watch movements and 
parts (except discrete watchcases) im-
ported into the customs territory of 
the United States. The amounts of 
these certificates may not exceed spec-
ified percentages of the producers’ 
verified creditable wages in the insular 
possessions (90% of wages paid for the 
production of the first 300,000 units and 
declining percentages, established by 
the Secretaries, of wages paid for in-
cremental production up to 750,000 
units by each producer) nor an aggre-
gate annual amount for all certificates 
exceeding $5,000,000 adjusted for growth 
by the ratio of the previous year’s 
gross national product to the gross na-
tional product in 1982. Refund requests 
are governed by regulations issued by 
the Department of the Treasury. The 
Secretaries are authorized to issue reg-
ulations necessary to carry out their 
duties under Headnote 6 and may can-
cel or restrict the license or certificate 
of any insular manufacturer found vio-
lating the regulations. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 53 FR 52994, Dec. 30, 
1988; 61 FR 55884, Oct. 30, 1996] 
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§ 303.2 Definitions and forms. 
(a) Definitions. Unless the context in-

dicates otherwise: 
(1) Act means Pub. L. 97–446, enacted 

January 12, 1983 (19 U.S.C. 1202), 96 
Stat. 2329, as amended by Pub. L. 103– 
465, enacted on December 8, 1994, 108 
Stat. 4991. 

(2) Secretaries means the Secretary of 
Commerce and the Secretary of Inte-
rior or their delegates, acting jointly. 

(3) Director means the Director of the 
Statutory Import Programs Staff, 
International Trade Administration, 
U.S. Department of Commerce. 

(4) Sale or tranfer of a business means 
the sale or transfer of control, whether 
temporary or permanent, over a firm 
to which a duty-exemption has been al-
located, to any other firm, corporation, 
partnership, person or other legal enti-
ty by any means whatsoever, includ-
ing, but not limited to, merger and 
transfer of stock, assets or voting 
trusts. 

(5) New firm is a watch firm not af-
filiated through ownership or control 
with any other watch duty-refund re-
cipient. In assessing whether persons 
or parties are affiliated, the Secre-
taries will consider the following fac-
tors, among others: stock ownership; 
corporate or family groupings; fran-
chise or joint venture agreements; debt 
financing; and close supplier relation-
ships. The Secretaries may not find 
that control exists on the basis of these 
factors unless the relationship has the 
potential to affect decisions concerning 
production, pricing, or cost. Also, no 
watch duty-refund recipient may own 
or control more than one jewelry duty- 
refund recipient. A new entrant is a 
new watch firm which has received an 
allocation. 

(6) Producer means a duty-exemption 
holder which has maintained its eligi-
bility for further allocations by com-
plying with these regulations. 

(7) Established industry means all pro-
ducers, including new entrants, that 
have maintained their eligibility for 
further allocations. 

(8) Territories, territorial, and insular 
possessions refer to the insular posses-
sions of the United States (i.e., the 
U.S. Virgin Islands, Guam, and Amer-
ican Samoa) and the Northern Mariana 
Islands. 

(9) Duty-exemption refers to the au-
thorization of duty-free entry of a spec-
ified number of watches and watch 
movements into the Customs Territory 
of the United States. 

(10) Total annual duty-exemption refers 
to the entire quantity of watches or 
watch components which may enter 
duty-free into the customs territory of 
the United States from the territories 
under 91/5 in a calendar year, as deter-
mined by the Secretaries or by the 
International Trade Commission in ac-
cordance with the Act. 

(11) Territorial distribution refers to 
the apportionment by the Secretaries 
of the total annual duty-exemption 
among the separate territories; terri-
torial share means the portion con-
signed to each territory by this appor-
tionment. 

(12) Allocation refers to the distribu-
tion of all parts of a territorial share, 
or a portion thereof, among the several 
producers in a territory. 

(13) Creditable wages means all wages, 
up to an amount equal to 65% of the 
contribution and benefit base for So-
cial Security as defined in the Social 
Security Act for the year in which the 
wages were earned, paid to permanent 
residents of the territories employed in 
a firm’s 91/5 watch and watch move-
ment assembly operations, plus any 
wages paid for the repair of non-91/5 
watches up to an amount equal to 50 
percent of the firm’s total creditable 
wages. Excluded, however, are wages 
paid to any outside consultants or 
other professional personnel, such as 
lawyers and accountants, or to those 
persons not involved in the day-to-day 
assembly operations or servicing and 
maintenance of equipment and fixtures 
necessary for the assembly or manufac-
turing operations or administrative 
work and security activities directly 
related to the operations of the com-
pany, such as gardeners or construc-
tion workers, and for the repair of non- 
91/5 watches and movements to the ex-
tent that such wages exceed the fore-
going percentage. Wages paid to per-
sons engaged in both creditable and 
non-creditable assembly and repair ac-
tivities may be credited proportion-
ately provided the firm maintains pro-
duction and payroll records adequate 
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for the Departments’ verification of 
the creditable portion. 

(14) Non-91/5 watches and watch move-
ments include, but are not limited to, 
watches and movements which are liq-
uidated as dutiable by the U.S. Cus-
toms Service; contain any material 
which is the product of any country 
with respect to which Column 2 rates 
of duty apply; are ineligible for duty- 
free treatment pursuant to law or regu-
lation; or are units the assembly of 
which the Department has determined 
not to involve substantial and mean-
ingful work in the territory (as else-
where defined in these regulations). 

(15) Discrete movements and compo-
nents means screws, parts, components 
and subassemblies not assembled to-
gether with another part, component 
or subassembly at the time of importa-
tion into the territory. (A mainplate 
containing set jewels or shock devices, 
together with other parts, would be 
considered a single discrete compo-
nent, as would a barrel bridge sub-
assembly.) 

(b) Forms—(1) ITA–334P ‘‘Application 
for License to Enter Watches and Watch 
Movements into the Customs Territory of 
the United States.’’ This form must be 
completed annually by all producers 
desiring to receive an annual alloca-
tion. It is also used, with appropriate 
special instructions for its completion, 
by new firms applying for duty-exemp-
tions and by producers who wish to re-
ceive the duty refund in installments 
on a biannual basis. 

(2) ITA–333 ‘‘License to Enter Watches 
and Watch Movements into the Customs 
Territory of the United States.’’ This 
form is issued by the Director to pro-
ducers who have received an allocation 
and constitutes authorization for 
issuing specific shipment permits by 
the territorial governments. It is also 
used to record the balance of a pro-
ducer’s remaining duty-exemptions 
after each shipment permit is issued. 

(3) ITA–340 ‘‘Permit to Enter Watches 
and Watch Movements into the Customs 
Territory of the United States.’’ This 
form may be obtained, by producers 
holding a valid license, from the terri-
torial government or may be produced 
by the licensee in an approved comput-
erized format or any other medium or 
format approved by the Departments of 

Commerce and the Interior. The com-
pleted form authorizes duty-free entry 
of a specified amount of watches or 
watch movements at a specified U.S. 
Customs port. 

(4) ITA–360P ‘‘Certificate of Entitlement 
to Secure the Refund of Duties on Watch-
es and Watch Movements.’’ This docu-
ment authorizes an insular producer to 
request the refund of duties on imports 
of watches, watch movements and 
parts therefor, with certain exceptions, 
up to a specified value. Certificates 
may be used to obtain duty refunds 
only when presented with a properly 
executed Form ITA–361P. 

(5) ITA–361P ‘‘Request for Refund of 
Duties on Watches and Watch Move-
ments.’’ This form must be completed 
to obtain the refund of duties author-
ized by the Director through Form 
ITA–360P. After authentication by the 
Department of Commerce, it may be 
used for the refund of duties on items 
which were entered into the customs 
territory of the United States during a 
specified time period. Copies of the ap-
propriate Customs entries must be pro-
vided with this form to establish a 
basis for issuing the claimed amounts. 
The forms may also be used to transfer 
all or part of the producer’s entitle-
ment to another party. (See § 303.12.) 

(The information collection requirements in 
paragraph (b)(1) were approved by the Office 
of Management and Budget under control 
number 0625–0040. The information collection 
requirements in paragraphs (b)(4) through (6) 
were approved under control number 0625– 
0134) 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 53 FR 52994, Dec. 30, 
1988; 56 FR 9621, Mar. 7, 1991; 61 FR 55884, 
55885, Oct. 30, 1996; 65 FR 8049, Feb. 17, 2000; 
66 FR 34812, July 2, 2001] 

§ 303.3 Determination of the total an-
nual duty-exemption. 

(a) Procedure for determination. If, 
after considering the productive capac-
ity of the territorial watch industry 
and the economic interests of the terri-
tories, the Secretaries determine that 
the amount of the total annual duty- 
exemption, or the territorial shares of 
the total amount, should be changed, 
they shall publish in the FEDERAL REG-
ISTER a proposed limit on the quantity 
of watch units which may enter duty- 
free into the customs territory of the 
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United States and proposed territorial 
shares thereof and, after considering 
comments, establish the limit and 
shares by FEDERAL REGISTER notice. If 
the Secretaries take no action under 
this section, they shall make the allo-
cations in accordance with the limit 
and shares last established by this pro-
cedure. 

(b) Standards for determination. (1) 
Notwithstanding paragraph (b)(2) of 
this section, the limit established for 
any year may be 7,000,000 units if the 
limit established for the preceding year 
was a smaller amount. 

(2) Subject to paragraph (c) of this 
section, the total annual duty-exemp-
tion shall not be decreased by more 
than 10% of the quantity established 
for the preceding calendar year, or in-
creased, if the resultant total is larger 
than 7,000,000, by more than 20% of the 
quantity established for the calendar 
year immediately preceding. 

(3) The Secretaries shall determine 
the limit after considering the inter-
ests of the territories; the domestic or 
international trade policy objectives of 
the United States; the need to main-
tain the competitive nature of the ter-
ritorial industry; the total contribu-
tion of the industry to the economic 
well-being of the territories; and the 
territorial industry’s utilization of the 
total duty-exemption established in 
the preceding year. 

(c) Determinations based on consump-
tion. (1) The Secretaries shall notify 
the International Trade Commission 
whenever they have reason to believe 
duty-free watch imports from the terri-
tories will exceed 9,000,000 units, or 
whenever they make a preliminary de-
termination that the total annual 
duty-exemption should exceed 10,000,000 
units. 

(2) In addition to the limitations in 
paragraph (b) of this section, the Secre-
taries shall not establish a limit ex-
ceeding one-ninth of apparent domestic 
consumption if such consumption, as 
determined by International Trade 
Commission, exceeds 90 million units. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 7170, Feb. 21, 1985; 50 FR 43568, Oct. 28, 
1985; 53 FR 52994, Dec. 30, 1988] 

§ 303.4 Determination of territorial 
distribution. 

(a) Procedure for determination. The 
Secretaries shall determine the terri-
torial shares concurrently with their 
determination of the total annual duty 
exemption, and in the same manner 
(see § 303.3, above). 

(b) Standards for determination—(1) 
Limitations. A territorial share may not 
be reduced by more than 500,000 units 
in any calendar year. No territorial 
share shall be less than 500,000 units. 

(2) Criteria for setting precise quan-
tities. The Secretaries shall determine 
the precise quantities after consid-
ering, inter alia, the territorial capac-
ity to produce and ship watch units. 
The Secretaries shall further bear in 
mind the aggregate benefits to the ter-
ritories, such as creditable wages paid, 
creditable wages per unit exported, and 
corporate income tax payments. 

(3) Limitations on reduction of share. 
The Secretaries shall not reduce a ter-
ritory’s share if its producers use 85% 
or more of the quantity distributed to 
that territory in the immediately pre-
ceding year, except in the case of a 
major increase or decrease in the num-
ber of producers in a territory or if 
they believe that a territorial industry 
will decrease production by more than 
15% from the total of the preceding 
year. 

(4) Standby redistribution authority. 
The Secretaries may redistribute terri-
torial shares if such action is war-
ranted by circumstances unforeseen at 
the time of the initial distributions, 
such as that a territory will use less 
than 80% of its total by the end of a 
calendar year, or if a redistribution is 
necessary to maintain the competitive 
nature of the territorial industries. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 7170, Feb. 21, 1985] 

§ 303.5 Application for annual alloca-
tions of duty-exemptions. 

(a) Application forms (ITA–334P) 
shall be furnished to producers by Jan-
uary 1, and must be completed and re-
turned to the Director no later than 
January 31, of each calendar year. 

(b) All data supplied are subject to 
verification by the Secretaries and no 
allocation shall be made to producer 
until the Secretaries are satisfied that 
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the data are accurate. To verify the 
data, representatives of the Secretaries 
shall have access to relevant company 
records including: 

(1) Work sheets used to answer all 
questions on the application form; 

(2) Original records from which such 
data are derived; 

(3) Records pertaining to ownership 
and control of the company and to the 
satisfaction of eligibility requirements 
of duty-free treatment of its product 
by the U.S. Customs Service; 

(4) Records pertaining to corporate 
income taxes, gross receipts taxes and 
excise taxes paid by each producer in 
the territories on the basis of which a 
portion of each producer’s annual allo-
cation is or may be predicated; 

(5) Customs, bank, payroll, and pro-
duction records; 

(6) Records on purchases of compo-
nents and sales of movements, includ-
ing proof of payment; and 

(7) Any other records in the posses-
sion of the parent or affiliated compa-
nies outside the territory pertaining to 
any aspect of the producer’s 91/5 watch 
assembly operation. 

(c) Data verification shall be per-
formed in the territories, unless other 
arrangements satisfactory to the De-
partments are made in advance, by the 
Secretaries’ representatives by the end 
of February of each calendar year. In 
the event a company cannot substan-
tiate the data in its application before 
allocations must be calculated, the 
Secretaries shall determine which data 
will be used. 

(d) Records subject to the require-
ments of paragraph (b), above, shall be 
retained for a period of two years fol-
lowing their creation. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 53 FR 52994, Dec. 30, 
1988] 

§ 303.6 Allocation and reallocation of 
exemptions among producers. 

(a) Interim allocations. As soon as 
practicable after January 1 of each 
year the Secretaries shall make an in-
terim allocation to each producer 
equaling 70% of the number of watch 
units it has entered duty-free into the 
customs territory of the United States 
during the first eight months of the 
preceding calendar year, or any lesser 

amount requested in writing by the 
producer. The Secretaries may also 
issue a lesser amount if, in their judg-
ment, the producer might otherwise re-
ceive an interim allocation in an 
amount greater than the producer’s 
probable annual allocation. In calcu-
lating the interim allocations, the Di-
rector shall count only duty-free 
watches and watch movements verified 
by the U.S. Customs Service, or 
verified by other means satisfctory to 
the Secretaries, as having been entered 
on or before August 31 of the preceding 
year. Interim allocations shall not be 
published. 

(b) Annual allocations. (1) By March 1 
of each year the Secretaries shall make 
annual allocations to the producers in 
accordance with the allocation formula 
based on data supplied in their annual 
application (Form ITA–334P) and 
verified by the Secretaries. 

(2) The excess of a producer’s duty- 
exemption earned under the allocation 
criteria over the amount formally re-
quested by the producer shall be con-
sidered to have been relinquished vol-
untarily (see paragraph (f) below). A 
producer’s request may be modified by 
written communication received by the 
Secretaries by February 28, or, at the 
discretion of the Secretaries, before 
the annual allocations are made. An al-
location notice shall be published in 
the FEDERAL REGISTER. 

(c) Supplemental allocations. At the re-
quest of a producer, the Secretaries 
may supplement a producer’s interim 
allocation if the Secretaries determine 
the producer’s interim allocation will 
be used before the Secretaries can issue 
the annual allocation. Allocations to 
supplement a producer’s annual alloca-
tion shall be made under the realloca-
tion provisions prescribed below. 

(d) Allocations to new entrants. In 
making interim and annual allocations 
to producers selected the preceding 
year as new entrants, the Secretaries 
shall take into account that such pro-
ducers will not have had a full year’s 
operation as a basis for computation of 
its duty-exemption. The Secretaries 
may make an interim or annual alloca-
tion to a new entrant even if the firm 
did not operate during the preceding 
calendar year. 

VerDate Aug 31 2005 10:25 Dec 17, 2008 Jkt 197046 PO 00000 Frm 00024 Fmt 8010 Sfmt 8010 E:\VIC\197046T.XXX 197046Tcp
ric

e-
se

w
el

l o
n 

P
R

O
D

1P
C

72
 w

ith
 H

E
A

R
IN

G



25 

International Trade Admin., Commerce § 303.7 

(e) Special allocations. A producer may 
request a special allocation if unusual 
circumstances kept it from making 
duty-free shipments at a level com-
parable with its past record. In consid-
ering such requests, the Secretaries 
shall take into account the firm’s pro-
posed assembly operations; its record 
in contributing to the territorial econ-
omy; and its intentions and capacity to 
make meaningful contributions to the 
territory. They shall also first deter-
mine that the amount of the special al-
location requested will not signifi-
cantly affect the amounts allocated to 
other producers pursuant to 
§ 303.6(b)(1). 

(f) Reallocations. Duty-exemptions 
may become available for reallocation 
as a result of cancellation or reduction 
for cause, voluntary relinquishment or 
nonplacement of duty-exemption set 
aside for new entrants. At the request 
of a producer, the Secretaries may re-
allocate such duty-exemptions among 
the remaining producers who can use 
additional quantities in a manner 
judged best for the economy of the ter-
ritories. The Secretaries shall consider 
such factors as the wage and income 
tax contributions of the respective pro-
ducers during the preceding year and 
the nature of the producer’s present as-
sembly operations. In addition, the 
Secretaries may consider other factors 
which, in their judgment, are relevant 
to determining that applications from 
new firms, in lieu of reallocations, 
should be considered for part or all of 
unused portions of the total duty ex-
emptions. Such factors may include: 

(1) The ability of the established in-
dustry to use the duty-exemption; 

(2) Whether the duty-exemption is 
sufficient to support new entrant oper-
ations; 

(3) The impact upon the established 
industry if new entrants are selected, 
particularly with respect to the effect 
on local employment, tax contribu-
tions to the territorial government, 
and the ability of the established in-
dustry to maintain satisfactory pro-
duction levels; and 

(4) Whether additional new entrants 
offer the best prospect for adding eco-
nomic benefits to the territory. 

(g) Section 303.14 of this part con-
tains the criteria and formulae used by 

the Secretaries in calculating each 
watch producer’s annual watch duty- 
exemption allocation, and other special 
rules or provisions the Secretaries may 
periodically adopt to carry out their 
responsibilities in a timely manner 
while taking into account changing 
circumstances. References to duty-ex-
emptions, unless otherwise indicated, 
are to the amount available for re-
allocation in the current calendar year. 
Specifications of or references to data 
or bases used in the calculation of cur-
rent year allocations (e.g., economic 
contributions and shipments) are, un-
less indicated otherwise, those which 
were generated in the previous year. 

(h) The Secretaries may propose 
changes to § 303.14 at any time they 
consider it necessary to fulfill their re-
sponsibilities. Normally, such changes 
will be proposed towards the end of 
each calendar year. Interested parties 
shall be given an opportunity to sub-
mit written comments on proposed 
changes. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 61 FR 55885, Oct. 30, 
1996; 63 FR 5888, Feb. 5, 1998] 

§ 303.7 Issuance of licenses and ship-
ment permits. 

(a) Issuance of Licenses (ITA–333). (1) 
Concurrently with annual allocations 
under § 303.5 the Director shall issue a 
non-transferable license (Form ITA– 
333) to each producer. The Director 
shall also issue a replacement license if 
a producer’s allocation is reduced pur-
suant to § 303.6. 

(2) Annual duty-exemption licenses 
shall be for only that portion of a pro-
ducer’s annual duty-exemption not pre-
viously licensed. 

(3) If a producer’s duty-exemption 
has been reduced, the Director shall 
not issue a replacement license for the 
reduced amount until the producer’s 
previous license has been received for 
cancellation by the Director. 

(4) A producer’s license shall be used 
in their entirety, except when they ex-
pire or are cancelled, in order of their 
date of issuance, i.e., an interim license 
must be completely used before ship-
ment permits can be issued against an 
interim supplemental license. 

VerDate Aug 31 2005 10:25 Dec 17, 2008 Jkt 197046 PO 00000 Frm 00025 Fmt 8010 Sfmt 8010 E:\VIC\197046T.XXX 197046Tcp
ric

e-
se

w
el

l o
n 

P
R

O
D

1P
C

72
 w

ith
 H

E
A

R
IN

G



26 

15 CFR Ch. III (1–1–02 Edition) § 303.8 

(5) Outstanding licenses issued by the 
Director automatically expire at mid-
night, December 31, of each calendar 
year. No unused allocation of duty-ex-
emption may be carried over into the 
subsequent calendar year. 

(6) The Director shall ensure that all 
licenses issued are conspicuously 
marked to show the type of license 
issued, the identity of the producer, 
and the year for which the license is 
valid. All licenses shall bear the signa-
ture of the Director. 

(7) Each producer is responsible for 
the security of its licenses. The loss of 
a license shall be reported immediately 
to the Director. Defacing, tampering 
with, and unauthorized use of a license 
are forbidden. 

(b) Shipment Permit Requirements 
(ITA–340). (1) Producers may obtain 
shipment permits from the territorial 
government officials designated by the 
Governor. Permits may also be pro-
duced in any computerized or other for-
mat or medium approved by the De-
partments. The permit is for use 
against a producer’s valid duty-exemp-
tion license and a permit must be com-
pleted for every duty-free shipment. 

(2) Each permit must specify the li-
cense and permit number, the number 
of watches and watch movements in-
cluded in the shipment, the unused bal-
ance remaining on the producer’s li-
cense, pertinent shipping information 
and must have the certification state-
ment signed by an official of the licens-
ee’s company. A copy of the completed 
permit must be sent electronically or 
taken to the designated territorial gov-
ernment officials, no later than the day 
of shipment, for confirmation that the 
producer’s duty-exemption license has 
not been exceeded and that the permit 
is properly completed. 

(3) The permit (form ITA–340) shall be 
filed with Customs along with the 
other required entry documents to re-
ceive duty-free treatment unless the 
importer or its representative clears 
the documentation through Customs’ 
automated broker interface. Entries 
made electronically do not require the 
submission of a permit to Customs, but 
the shipment data must be maintained 
as part of a producer’s recordkeeping 
responsibilities for the period pre-
scribed by Customs’ recordkeeping reg-

ulations. U.S. Customs Service Import 
Specialists may request the docu-
mentation they deem appropriate to 
substantiate claims for duty-free treat-
ment, allowing a reasonable amount of 
time for the importer to produce the 
permit. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 61 FR 55885, Oct. 30, 
1996] 

§ 303.8 Maintenance of duty-exemption 
entitlements. 

(a) The Secretaries may order a pro-
ducer to show cause within 30 days of 
receipt of the order why the duty-ex-
emption to which the firm would other-
wise be entitled should not be can-
celled, in whole or in part, if: 

(1) At any time after June 30 of the 
calendar year: 

(i) A producer’s assembly and ship-
ment record provides a reasonable 
basis to conclude that the producer 
will use less than 80 percent of its total 
allocation by the end of the calendar 
year, and 

(ii) The producer refuses a request 
from the Departments to relinquish 
that portion of its allocation which 
they conclude will not be used; or 

(2) A producer fails to satisfy or ful-
fill any term, condition or representa-
tion, whether undertaken by itself or 
prescribed by the Departments, upon 
which receipt of allocation has been 
predicated or upon which the Depart-
ments have relied in connection with 
the sale or transfer of a business to-
gether with its allocation; or 

(3) A producer, in the judgment of the 
Secretaries, has failed to make a mean-
ingful contribution to the territory for 
a period of two or more consecutive 
calendar years, when compared with 
the performance of the duty-free watch 
assembly industry in the territory as a 
whole. This comparison shall include 
the producer’s quantitative use of its 
allocations, amount of direct labor em-
ployed in the assembly of watches and 
watch movements, and the net amount 
of corporate income taxes paid to the 
government of the territory. If the pro-
ducer fails to satisfy the Secretaries as 
to why such action should not be 
taken, the firm’s allocation shall be re-
duced or cancelled, whichever is appro-
priate under the show-cause order. The 
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eligibility of a firm whose allocation 
has been cancelled to receive further 
allocations may also be terminated. 

(b) The Secretaries may also issue a 
show-cause order to reduce or cancel a 
producer’s allocation or production in-
centive certificate (see § 303.12, below), 
as appropriate, or to declare the pro-
ducer ineligible to receive an alloca-
tion or certificate if it violates any 
regulation in this part, uses a form, li-
cense, permit, or certificate in an un-
authorized manner, or fails to provide 
information or data required by these 
regulations or requested by the Secre-
taries or their delegates in the per-
formance of their responsibilities. 

(c) If a firm’s allocation is reduced or 
cancelled, or if a firm voluntarily re-
linquishes a part of its allocation, the 
Secretaries may: 

(1) Reallocate the allocation involved 
among the remaining producers in a 
manner best suited to contribute to the 
economy of the territory; 

(2) Reallocate the allocation or part 
thereof to a new entrant applicant; or 

(3) Do neither of the above if deemed 
in the best interest of the territories 
and the established industry. 

[49 FR 17740, Apr. 25, 1984, as amended at 61 
FR 55885, Oct. 31, 1996] 

§ 303.9 Restrictions on the transfer of 
duty-exemptions. 

(a) The sale or transfer of a duty-ex-
emption from one firm to another shall 
not be permitted. 

(b) The sale or transfer of a business 
together with its duty-exemption shall 
be permitted with prior written notifi-
cation to the Departments. Such noti-
fication shall be accompanied by cer-
tifications and representations, as ap-
propriate, that: 

(1) If the transferee is a subsidiary of 
or in any way affiliated with any other 
company engaged in the production of 
watch movements components being 
offered for sale to any territorial pro-
ducer, the related company or compa-
nies will continue to offer such watch 
and watch movement components on 
equal terms and conditions to all will-
ing buyers and shall not engage in any 
practice, in regard to the sale of com-
ponents, that competitively disadvan-
tages the non-affiliated territorial pro-

ducers vis-a-vis the territorial sub-
sidiary; 

(2) The sale or transfer price for the 
business together with its duty-exemp-
tion does not include the capitalization 
of the duty-exemption per se; 

(3) The transferee is neither directly 
or indirectly affiliated with any other 
territorial duty-exemption holder in 
any territory; 

(4) The transferee will not modify the 
watch assembly operations of the duty- 
exemption firm in a manner that will 
significantly diminish its economic 
contributions to the territory. 

(c) At the request of the Depart-
ments, the transferee shall permit rep-
resentatives of the Departments to in-
spect whatever records are necessary 
to establish to their satisfaction that 
the certifications and representations 
contained in paragraph (b) of this sec-
tion have been or are being met. 

(d) Any transferee who is either un-
willing or unable to make the certifi-
cations and representations specified in 
paragraph (b) of this section shall se-
cure the Departments’ approval in ad-
vance of the sale or transfer of the 
business together with its duty-exemp-
tion. The request for approval shall 
specify which of the certifications 
specified in paragraph (b) of this sec-
tion the firm is unable or unwilling to 
make, and give reasons why such fact 
should not constitute a basis for the 
Departments’ disapproval of the sale or 
transfer. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985] 

§§ 303.10–303.11 [Reserved] 

§ 303.12 Issuance and use of produc-
tion incentive certificates. 

(a) Issuance of certificates. (1) The 
total annual amount of the Certificate 
of Entitlement, Form ITA–360, may be 
divided and issued on a biannual basis. 
The first portion of the total annual 
certificate amount will be based on re-
ported duty-free shipments and cred-
itable wages paid during the first six 
months of the calendar year, using the 
formula in § 303.14(c). The Departments 
require the receipt of the data by July 
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31 for each producer who wishes to re-
ceive an interim duty refund certifi-
cate. The interim duty refund certifi-
cate will be issued on or before August 
31 of the same calendar year in which 
the wages were earned unless the De-
partments have unresolved questions. 
The process of determining the total 
annual amount of the duty refund will 
remain the same. The completed an-
nual application (Form ITA–334P) shall 
be received by the Departments on or 
before January 31 and the annual 
verification of data and the calculation 
of each producer’s total annual duty 
refund, based on the verified data, will 
continue to take place in February. 
Once the calculations for each pro-
ducer’s duty refund has been com-
pleted, the portion of the duty refund 
that has already been issued to each 
producer will be deducted from the 
total amount of each producer’s annual 
duty refund amount. The duty refund 
certificate will continue to be issued 
by March 1 unless the Departments 
have unresolved questions. 

(2) Certificates shall not be issued to 
more than one company in the terri-
tories owned or controlled by the same 
corporate entity. 

(b) Securities and handling of certifi-
cates. (1) Certificate holders are respon-
sible for the security of the certifi-
cates. The certificates shall be kept at 
the territorial address of the insular 
producer or at another location having 
the advance approval of the Depart-
ments. 

(2) All refund requests made pursuant 
to the certificates shall be entered on 
the reverse side of the certificate. 

(3) Certificates shall be returned by 
registered, certified or express carrier 
mail to the Departments when: 

(i) A refund is requested which ex-
hausts the entitlement on the face of 
the certificate, 

(ii) The certificate expires, or 
(iii) The Departments request their 

return with good cause. 
(4) Certificate entitlements may be 

transferred according to the procedures 
described in (c) of this section. 

(c) The use and transfer of certificate 
entitlements. (1) Insular producers 
issued a certificate may request a re-
fund by executing a Form ITA–361P 
(see § 303.2(b)(5) and the instructions on 

the form). After authentication by the 
Department of Commerce, the Form 
ITA–361P may be used to obtain duty 
refunds on watch movements, watches, 
and parts therefor. Duties on 
watchcases not containing a movement 
and on articles containing any mate-
rial which is the product of a country 
with respect to which Column 2 rates 
of duty apply may not be refunded. Ar-
ticles for which duty refunds are 
claimed must have entered the customs 
territory of the United States during 
the two-year period prior to the issue 
date of the certificate or during the 
one-year period the certificate remains 
valid. Copies of the appropriate Cus-
toms entries must be provided with the 
refund request in order to establish a 
basis for issuing the claimed amounts. 
Certification regarding drawback 
claims and liquidated refunds relating 
to the presented entries is required 
from the claimant on the form. 

(2) Regulations issued by the U.S. 
Customs Service, U.S. Department of 
the Treasury, govern the refund of du-
ties under Pub. L. 97–446, as amended 
by Public Law 103–465. If the Depart-
ments receive information from the 
Customs Service that a producer has 
made unauthorized use of any official 
form, they shall cancel the affected 
certificate. 

(3) The insular producer may transfer 
a portion of all of its certificate enti-
tlement to another party by entering 
in block C of Form ITA–361P the name 
and address of the party. 

(4) After a Form ITA–361P transfer-
ring a certificate entitlement to a 
party other than the certificate holder 
has been authenticated by the Depart-
ment of Commerce, the form may be 
exchanged for any consideration satis-
factory to the two parties. In all cases, 
authenticated forms shall be trans-
mitted to the certificate holder or its 
authorized custodian for disposition 
(see paragraph (b) above). 

(5) All disputes concerning the use of 
an authenticated Form ITA–361P shall 
be referred to the Departments for res-
olution. Any party named on an au-
thenticated Form ITA–361P shall be 
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considered an ‘‘interested party’’ with-
in the meaning of § 303.13 of this part. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 56 FR 9621, Mar. 7, 
1991; 61 FR 55885, Oct. 30, 1996; 66 FR 34812, 
July 2, 2001] 

§ 303.13 Appeals. 

(a) Any official decision or action re-
lating to the allocation of duty-exemp-
tions or to the issuance or use of pro-
duction incentive certificates may be 
appealed to the Secretaries by any in-
terested party. Such appeals must be 
received within 30 days of the date on 
which the decision was made or the ac-
tion taken in accordance with the pro-
cedures set forth in paragraph (b) of 
this section. Interested parties may pe-
tition for the issuance of a rule, or 
amendment or repeal of a rule issued 
by the Secretaries. Interested parties 
may also petition for relief from the 
application of any rule on the basis of 
hardship or extraordinary cir-
cumstances resulting in the inability 
of the petitioner to comply with the 
rule. 

(b) Petitions shall bear the name and 
post office address of the petitioner and 
the name and address of the principal 
attorney or authorized representative 
(if any) for the party concerned. They 
shall be addressed to the Secretaries 
and filed in one original and two copies 
with the U.S. Department of Com-
merce, Import Administration, Inter-
national Trade Administration, Wash-
ington, D.C. 20230, Attention: Statu-
tory Import Programs Staff. Petitions 
shall contain the following: 

(1) A reference to the decision, action 
or rule which is the subject of the peti-
tion; 

(2) A short statement of the interest 
of the petitioner; 

(3) A statement of the facts as seen 
by the petitioner; 

(4) The petitioner’s argument as to 
the points of law, policy of fact. In 
cases where policy error is contended, 
the alleged error together with the pol-
icy the submitting party advocates as 
the correct one should be described in 
full; 

(5) A conclusion specifying the action 
that the petitioner believes the Secre-
taries should take. 

(c) The Secretaries may at their dis-
cretion schedule a hearing and invite 
the participation of other interested 
parties. 

(d) The Secretaries shall commu-
nicate their decision which shall be 
final, to the petitioner by registered 
mail. 

(e) If the outcome of any petition ma-
terially affects the amount of the peti-
tioner’s allocation and if the Secre-
taries’ consideration of the petition 
continues during the calculation of the 
annual allocations, the Secretaries 
shall set aside a portion of the affected 
territorial share in an amount which, 
in their judgment, protects the peti-
tioner’s interest and shall allocate the 
remainder among the other producers. 

[49 FR 17740, Apr. 25, 1984, as amended at 56 
FR 9622, Mar. 7, 1991] 

§ 303.14 Allocation factors and mis-
cellaneous provisions. 

(a) The allocation formula. (1) Except 
as provided in (a)(2) of this section, the 
territorial shares (excluding any 
amount set aside for possible new en-
trants) shall be allocated among the 
several producers in each territory in 
accordance with the following formula: 

(i) Fifty percent of the territorial 
share shall be allocated on the basis of 
the net dollar amount of economic con-
tributions to the territory consisting 
of the dollar amount of creditable 
wages, up to an amount equal to 65% of 
the contribution and benefit base for 
Social Security as defined in the Social 
Security Act for the year in which the 
wages were earned, paid by each pro-
ducer to territorial residents, plus the 
dollar amount of income taxes (exclud-
ing penalty and interest payments and 
deducting any income tax refunds and 
subsidies paid by the territorial gov-
ernment), and 

(ii) Fifty percent of the territorial 
share shall be allocated on the basis of 
the number of units of watches and 
watch movements assembled in the ter-
ritory and entered by each producer 
duty-free into the customs territory of 
the United States. 

(2) If there is only one producer in a 
territory, the entire territorial share, 
excluding any amount set aside for pos-
sible new entrants, may be allocated 
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without recourse to any distributive 
formula. 

(b) Minimum assembly requirements and 
prohibition of preferential supply rela-
tionship. (1) No insular watch move-
ment or watch may be entered free of 
duty into the customs territory of the 
United States unless the producer used 
30 or more discrete parts and compo-
nents to assemble a mechanical watch 
movement and 33 or more discrete 
parts and components to assemble a 
mechanical watch. 

(2) Quartz analog watch movements 
must be assembled from parts knocked 
down to the maximum degree possible 
for the technical capabilities of the in-
sular industry as a whole. The greatest 
degree of disassembly specified, for 
each manufacturer’s brand and model, 
by any producer in any territory pur-
chasing such brands and models shall 
constitute the disassembly required as 
a minimum for the industry as a whole. 

(3) Watch movements and watches as-
sembled from components with a value 
of more than $35 for watch movements 
and $500 for watches shall not be eligi-
ble for duty-exemption upon entry into 
the U.S. Customs territory. Value 
means the value of the merchandise 
plus all charges and costs incurred up 
to the last point of shipment (i.e., prior 
to entry of the parts and components 
into the territory). 

(4) No producer shall accept from any 
watch parts and components supplier 
advantages and preferences which 
might result in a more favorable com-
petitive position for itself vis-a-vis 
other territorial producers relying on 
the same supplier. Disputes under this 
paragraph may be resolved under the 
appeals procedures contained in 
§ 303.13(b). 

(c) Calculation of the value of pro-
duction incentive certificates. (1) The 
value of each producer’s certificate 
shall equal the producer’s average cred-
itable wages per unit shipped (includ-
ing non-91/5 units as provided for in 
§ 303.2(a)(13)) multiplied by the sum of: 

(i) The number of units shipped up to 
300,000 units times a factor of 90%; plus 

(ii) Incremental units shipped up to 
450,000 units times a factor of 85%; plus 

(iii) Incremental units shipped up to 
600,000 times a factor of 80%; plus 

(iv) Incremental shipments up to 
750,000 units times a factor of 75%. 

(2) The Departments may make ad-
justments for these data in the manner 
set forth in § 303.5(c). 

(d) New entrant invitations. Applica-
tions from new firms are invited for 
any unused portion of any territorial 
share. 

(e) Territorial shares. The shares of 
the total duty exemption are 1,866,000 
for the Virgin Islands, 500,000 for Guam, 
500,000 for American Samoa, and 500,000 
for the Northern Mariana Islands. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 53 FR 17825, May 19, 
1988; 53 FR 52679, Dec. 29, 1988; 53 FR 52994, 
Dec. 30, 1988; 56 FR 9622, Mar. 7, 1991; 58 FR 
21348, Apr. 21, 1993; 59 FR 8847, 8848, Feb. 24, 
1994; 61 FR 55885, Oct. 30, 1996; 63 FR 49667, 
Sept. 17, 1998; 65 FR 8049, Feb. 17, 2000] 

Subpart B—Jewelry 

SOURCE: 64 FR 67150, Dec. 1, 1999, unless 
otherwise noted. 

§ 303.15 Purpose. 

(a) This subpart implements the re-
sponsibilities of the Secretaries of 
Commerce and the Interior (‘‘the Sec-
retaries’’) under Pub. L. 106–36, enacted 
25 June 1999 which substantially 
amended Pub. L. 97–446, enacted 12 Jan-
uary 1983, amended by Pub. L. 89–805, 
enacted 10 November 1966, amended by 
Pub. L. 94–88, enacted 8 August 1975, 
amended by Pub. L. 94–241, enacted 24 
March 1976, and amended by Pub. L. 
103–465, enacted 8 December 1994. 

(b) The amended law provides for the 
issuance of certificates to insular jew-
elry producers who have met the re-
quirements of the laws and regulations, 
entitling the holder (or any transferee) 
to obtain refunds of duties on watches 
and watch movements and parts (ex-
cept discrete watch cases) imported 
into the customs territory of the 
United States. The amounts of these 
certificates may not exceed specified 
percentages of the producers’ verified 
creditable wages in the insular posses-
sions (90% of wages paid for the produc-
tion of the first 300,000 duty-free units 
and declining percentages, established 
by the Secretaries, of wages paid for in-
cremental production up to 750,000 
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units by each producer) nor an aggre-
gate annual amount for all certificates 
exceeding $5,000,000 adjusted for growth 
by the ratio of the previous year’s 
gross national product to the gross na-
tional product in 1982. However, the 
law specifies that watch producer bene-
fits are not to be diminished as a con-
sequence of extending the duty refund 
to jewelry manufacturers. In the event 
that the amount of the calculated duty 
refunds for watches and jewelry ex-
ceeds the total aggregate annual 
amount that is available, the watch 
producers shall receive their calculated 
amounts and the jewelry producers 
would receive amounts proportionately 
reduced from the remainder. Refund re-
quests are governed by regulations 
issued by the Department of the Treas-
ury (see 19 CFR 7.4). 

(c) Section 2401(a) of Pub. L. 106–36 
and additional U.S. note 5 to chapter 91 
of the HTSUS authorize the Secre-
taries to issue regulations necessary to 
carry out their duties. The Secretaries 
may cancel or restrict the certificate 
of any insular manufacturer found vio-
lating the regulations. 

§ 303.16 Definitions and forms. 

(a) Definitions. For purposes of the 
subpart, unless the context indicates 
otherwise: 

(1) Act means Pub. L. 97–446, enacted 
12 January 1983 (19 U.S.C. 1202), 96 Stat. 
2329, as amended by Pub. L. 103–465, en-
acted on 8 December 1994, 108 Stat. 4991 
and, as amended by Pub. L. 106–36, en-
acted on 25 June 1999. 

(2) Secretaries means the Secretary of 
Commerce and the Secretary of the In-
terior or their delegates, acting joint-
ly. 

(3) Director means the Director of the 
Statutory Import Programs Staff, 
International Trade Administration, 
U.S. Department of Commerce. 

(4) Sale or transfer of a business means 
the sale or transfer of control, whether 
temporary or permanent, over a firm 
which is eligible for a jewelry program 
duty-refund to any other firm, corpora-
tion, partnership, person or other legal 
entity by any means whatsoever, in-
cluding, but not limited to, merger and 
transfer of stock, assets or voting 
trusts. 

(5) New firm means a jewelry com-
pany which has requested in writing to 
the Secretaries permission to partici-
pate in the program. In addition to any 
other information required by the Sec-
retaries, new firm requests shall in-
clude a representation that the com-
pany agrees to abide by the laws and 
regulations of the program, an outline 
of the company’s anticipated economic 
contribution to the territory (including 
the number of employees) and a state-
ment as to whether the company is af-
filiated by ownership or control with 
any other watch or jewelry company in 
the insular possessions. The Secre-
taries will then review the request and 
make a decision based on the informa-
tion provided and the economic con-
tribution to the territory. A new jew-
elry firm may not be affiliated through 
ownership or control with any other 
jewelry duty-refund recipient. In as-
sessing whether persons or parties are 
affiliated, the Secretaries will consider 
the following factors, among others: 
stock ownership; corporate or family 
groupings; franchise or joint venture 
agreements; debt financing; and close 
supplier relationships. The Secretaries 
may not find that control exists on the 
basis of these factors unless the rela-
tionship has the potential to affect de-
cisions concerning production, pricing, 
or cost. Also, no jewelry duty-refund 
recipient may own or control more 
than one watch duty-refund recipient. 

(6) Jewelry producer means a com-
pany, located in one of the insular ter-
ritories (see paragraph (a)(8) of this sec-
tion), that produces jewelry provided 
for in heading 7113, HTSUS, which 
meets all the U.S. Customs Service re-
quirements for duty-free entry set 
forth in General Note 3(a)(iv), HTSUS, 
and 19 CFR 7.3, and has maintained its 
eligibility for duty refund benefits by 
complying with these regulations. 

(7) Unit of jewelry means a single arti-
cle, pair (example: earrings, cufflinks), 
subassembly or component which is 
contained in HTSUS heading 7113. 

(8) Territories, territorial and insular 
possessions refers to the insular posses-
sions of the United States (i.e., the 
U.S. Virgin Islands, Guam, American 
Samoa and the Northern Mariana Is-
lands). 
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(9) Creditable wages means all wages, 
up to an amount equal to 65% of the 
contribution and benefit base for So-
cial Security as defined in the Social 
Security Act for the year in which the 
wages were earned, paid to permanent 
residents of the territories employed in 
the firm’s manufacture of HTSUS 
heading 7113 articles of jewelry which 
are a product of the insular possessions 
and have met the U.S. Customs Serv-
ice’s criteria for duty-free entry into 
the United States, plus any wages paid 
for the repair of non-insular HTSUS 
heading 7113 jewelry up to an amount 
equal to 50 percent of the firm’s total 
creditable wages. Excluded, however, 
are wages paid for outside consultants 
or other professional personnel, such as 
lawyers and accountants, or those per-
sons not involved in the day-to-day as-
sembly operations or servicing and 
maintenance of equipment and fixtures 
necessary for the assembly or manufac-
turing operations or the administrative 
work and security activities directly 
related to the operations of the com-
pany, such as gardeners or construc-
tion workers, plus any wages paid for 
the assembly of dutiable jewelry or for 
the repair of dutiable jewelry to the ex-
tent that such wages exceed the per-
centage set forth above. No more than 
two insular producers may have their 
wages credited for their portion of the 
wages paid for work on a single piece of 
jewelry which entered the U.S. free of 
duty under the program. Wages paid by 
the two producers will be credited pro-
portionally provided both producers 
demonstrate to the satisfaction of the 
Secretaries that they worked on the 
same piece of jewelry, the jewelry re-
ceived duty-free treatment into the 
U.S., and the producers maintained 
production and payroll records suffi-
cient for the Departments’ verification 
of the creditable wage portion (see 
§ 303.17(b)). Wages paid to persons en-
gaged in production of jewelry that has 
entered the U.S. both duty-free and 
duty-paid may be credited proportion-
ately provided the firm maintains pro-
duction and payroll records adequate 

for the Departments’ verification of 
the creditable wages portion (see Sec. 
303.17(b)). 

(10) Dutiable jewelry includes jewelry 
which does not meet the requirements 
for duty-free entry under General Note 
3(a)(iv), HTSUS, and 19 CFR 7.3, con-
tains any material which is the prod-
uct of any country with respect to 
which Column 2 rates of duty apply or 
is ineligible for duty-free treatment 
pursuant to other laws or regulations. 

(b) Forms. (1) ITA—334P ‘‘Annual Ap-
plication for License to Enter Watches 
and Watch Movements into the Cus-
toms Territory of the United States.’’ 
The Director shall issue instructions 
for jewelry manufacturers on the com-
pletion of the relevant portions of the 
form. The form must be completed an-
nually by all jewelry producers desir-
ing to receive a duty refund and, with 
special instructions for its completion, 
by producers who wish to receive the 
total annual amount of the duty refund 
in installments on a biannual basis. 

(2) ITA—360P ‘‘Certificate of Entitle-
ment to Secure the Refund of Duties on 
Watches and Watch Movements.’’ This 
document authorizes a territorial jew-
elry producer to request the refund of 
duties on imports of watches, watch 
movements and parts therefor, with 
certain exceptions, up to a specified 
value. Certificates may be used to ob-
tain duty refunds only when presented 
with a properly executed Form ITA– 
361P. 

(3) ITA—361P ‘‘Request for Refund of 
Duties on Watches and Watch Move-
ments.’’ This form must be completed 
to obtain the refund of duties author-
ized by the Director through Form 
ITA–360P. After authentication by the 
Department of Commerce, it may be 
used for the refund of duties on items 
which were entered into the customs 
territory of the United States during a 
specified time period. Copies of the ap-
propriate Customs entries must be pro-
vided with this form to establish a 
basis for issuing the claimed amounts. 
The forms may also be used to transfer 
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all or part of the producer’s entitle-
ment to another party (see Sec. 
303.19(c)). 

(The information collection requirements in 
paragraph (b)(1) were approved by the Office 
of Management and Budget under control 
number 0625–0040. The information collection 
requirements in paragraphs (b) (2) and (3) 
were approved under control number 0625– 
0134) 

[64 FR 67150, Dec. 1, 1999, as amended at 65 
FR 8049, Feb. 17, 2000; 66 FR 34812, July 2, 
2001] 

§ 303.17 Annual jewelry application. 
(a) Form ITA–334P shall be furnished 

to producers by January 1 and must be 
completed and returned to the Director 
no later than January 31 of each cal-
endar year. 

(b) All data supplied are subject to 
verification by the Secretaries and no 
duty refund shall be made to producers 
until the Secretaries are satisfied that 
the data are accurate. To verify the 
data, representatives of the Secretaries 
shall have access to relevant company 
records including, but not limited to: 

(1) Work sheets used to answer all 
questions on the application form, as 
specified by the instructions; 

(2) Original records from which such 
data are derived; 

(3) Records pertaining to ownership 
and control of the company; 

(4) Records pertaining to all duty- 
free and dutiable shipments of HTSUS 
7113 jewelry, including Customs entry 
documents, or the certificate of origin 
for the shipment, or, if a company did 
not receive such documents from Cus-
toms, a certification from the con-
signee that the jewelry shipment re-
ceived duty-free treatment, or a cer-
tification from the producer, if the pro-
ducer can attest that the jewelry ship-
ment received duty-free treatment; 

(5) Records pertaining to corporate 
income taxes, gross receipts taxes and 
excise taxes paid by each producer in 
the territories; 

(6) Customs, bank, payroll, and pro-
duction records; 

(7) Records on purchases of compo-
nents and sales of jewelry, including 
proof of payment; and 

(8) Any other records in the posses-
sion of the parent or affiliated compa-
nies outside the territory pertaining to 

any aspect of the producer’s jewelry 
operations. 

(c) Data verification shall be per-
formed in the territories, unless other 
arrangements satisfactory to the De-
partments are made in advance, by the 
Secretaries’ representatives by the end 
of February of each calendar year. In 
the event a company cannot substan-
tiate the data in its application, the 
Secretaries shall determine which data 
will be used. 

(d) Records subject to the require-
ments of paragraph (b) of this section, 
shall be retained for a period of two 
years following their creation. 

[49 FR 17740, Apr. 25, 1984, as amended at 66 
FR 34813, July 2, 2001] 

§ 303.18 Sale or transfer of business. 

(a) The sale or transfer of a business 
together with its duty refund entitle-
ment shall be permitted with prior 
written notification to the Depart-
ments. Such notification shall be ac-
companied by certifications and rep-
resentations, as appropriate, that: 

(1) The transferee is neither directly 
nor indirectly affiliated with any other 
territorial duty refund jewelry recipi-
ent in any territory; 

(2) The transferee will not modify the 
jewelry operations in a manner that 
will significantly diminish its eco-
nomic contributions to the territory. 

(b) At the request of the Depart-
ments, the transferee shall permit rep-
resentatives of the Departments to in-
spect whatever records are necessary 
to establish to their satisfaction that 
the certifications and representations 
contained in paragraph (a) of this sec-
tion have been or are being met. 

(c) Any transferee who is either un-
willing or unable to make the certifi-
cations and representations specified in 
paragraph (a) of this section shall se-
cure the Departments’ approval in ad-
vance of the sale or transfer of the 
business. The request for approval shall 
specify which of the certifications 
specified in paragraph (a) of this sec-
tion the firm is unable or unwilling to 
make, and give reasons why such fact 
should not constitute a basis for the 
Departments’ disapproval of the sale or 
transfer. 
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§ 303.19 Issuance and use of produc-
tion incentive certificates. 

(a) Issuance of certificates. (1) The 
total annual amount of the Certificate 
of Entitlement, Form ITA–360, may be 
divided and issued on a biannual basis. 
The first portion of the total annual 
certificate amount will be based on re-
ported duty-free shipments and cred-
itable wages paid during the first six 
month of the calendar year, using the 
formula in § 303.20(b). The Departments 
require the receipt of the data by July 
31 for each producer who wishes to re-
ceive an interim duty refund certifi-
cate. The interim duty refund certifi-
cate will be issued on or before August 
31 of the same year in which the wages 
were earned unless the Departments 
have unresolved questions. The process 
of determining the total annual 
amount of the duty refund will remain 
the same. The completed annual appli-
cation (Form ITA–334P) shall be re-
ceived by the Departments on or before 
January 31 and the annual verification 
of data and calculation of each pro-
ducer’s total annual duty refund, based 
on the verified data, will continue to 
take place in February. Once the cal-
culations for each producer’s duty re-
fund has been completed, the portion of 
the duty refund that has already been 
issued to each producer will be de-
ducted from the total amount of each 
producer’s annual duty refund amount. 
The duty refund certificate will con-
tinue to be issued by March 1 unless 
the Departments have unresolved ques-
tions. 

(2) Certificates shall not be issued to 
more than one jewelry company in the 
territories owned or controlled by the 
same corporate entity. 

(b) Security and handling of certifi-
cates. (1) Certificate holders are respon-
sible for the security of the certifi-
cates. The certificates shall be kept at 
the territorial address of the producer 
or at another location having the ad-
vance approval of the Departments. 

(2) All refund requests made pursuant 
to the certificates shall be entered on 
the reverse side of the certificate. 

(3) Certificates shall be returned by 
registered, certified or express carrier 
mail to the Department of Commerce 
when: 

(i) A refund is requested which ex-
hausts the entitlement on the face of 
the certificate, 

(ii) The certificate expires, or 
(iii) The Departments request their 

return with good cause. 
(4) Certificate entitlements may be 

transferred according to the procedures 
described in paragraph (c) of this sec-
tion. 

(c) The use and transfer of certificate 
entitlements. (1) Insular producers 
issued a certificate may request a re-
fund by executing a Form ITA–361P (see 
Sec. 303.16(b)(3)) and the instructions 
on the form). After authentication by 
the Department of Commerce, Form 
ITA–361P may be used to obtain duty 
refunds on watch movements, watches, 
and parts therefor. Duties on watch 
cases not containing a movement and 
on articles containing any material 
which is the product of a country with 
respect to which Column 2 rates of 
duty apply may not be refunded. Arti-
cles for which duty refunds are claimed 
must have entered the customs terri-
tory of the United States during the 
two-year period prior to the issue date 
of the certificate or during the one- 
year period the certificate remains 
valid. Copies of the appropriate Cus-
toms entries must be provided with the 
refund request in order to establish a 
basis for issuing the claimed amounts. 
Certification regarding drawback 
claims and liquidated refunds relating 
to the presented entries is required 
from the claimant on the form. 

(2) Regulations issued by the U.S. 
Customs Service, U.S. Department of 
the Treasury, govern the refund of du-
ties under 19 CFR 7.4. If the Depart-
ments receive information from the 
Customs Service that a producer has 
made unauthorized use of any official 
form, they may cancel the affected cer-
tificate. 

(3) The territorial producer may 
transfer a portion of all of its certifi-
cate entitlement to another party by 
entering in block C of Form ITA–361P 
the name and address of the party. 

(4) After a Form ITA–361P transfer-
ring a certificate entitlement to a 
party other than the certificate holder 
has been authenticated by the Depart-
ment of Commerce, the form may be 
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exchanged for any consideration satis-
factory to the two parties. In all cases, 
authenticated forms shall be trans-
mitted to the certificate holder or its 
authorized custodian for disposition 
(see paragraph (b) of this section). 

(5) All disputes concerning the use of 
an authenticated Form ITA–361P shall 
be referred to the Departments for res-
olution. Any party named on an au-
thenticated Form ITA–361P shall be 
considered an ‘‘interested party’’ with-
in the meaning of § 303.21 of this part. 

[49 FR 17740, Apr. 25, 1984, as amended at 66 
FR 34813, July 2, 2001] 

§ 303.20 Duty refund. 
(a) Territorial jewelry producers are 

entitled to duty refund certificates 
only for jewelry that they produce 
which is provided for in heading 7113, 
HTSUS, is a product of a territory and 
otherwise meets the requirements for 
duty-free entry under General Note 3 
(a)(iv), HTSUS, and 19 CFR 7.3. 

(1) An article of jewelry is considered 
to be a product of a territory if: 

(i) The article is wholly the growth 
or product of the territory; or 

(ii) The article became a new and dif-
ferent article of commerce as a result 
of production or manufacture per-
formed in the territories. 

(2) Two-year exception. Any article of 
jewelry provided for in heading 7113, 
HTSUS, entered or withdrawn from 
warehouse for consumption during the 
two-year period beginning August 9, 
1999, that is assembled in a territory 
shall be considered a product of the in-
sular possessions. At the expiration of 
the two-year period, only jewelry 
which satisfies either of the criteria set 
forth in paragraph (a)(1) of this section 
shall be considered a product of an in-
sular possession. 

(b) Calculation of the value of pro-
duction incentive certificates. (1) The 
value of each producer’s certificate 
shall equal the producer’s average cred-
itable wages per unit shipped free of 
duty into the United States multiplied 
by the sum of: 

(i) The number of units shipped up to 
300,000 units times a factor of 90%; plus 

(ii) Incremental units shipped up to 
450,000 units times a factor of 85%; plus 

(iii) Incremental units shipped up to 
600,000 times a factor of 80%; plus 

(iv) Incremental shipments up to 
750,000 units times a factor of 75%. 

(2) The Departments may make ad-
justments for these data in the manner 
set forth in § 303.17(c). 

§ 303.21 Appeals. 

(a) Any official decision or action re-
lating to the issuance or use of produc-
tion incentive certificates may be ap-
pealed to the Secretaries by any inter-
ested party. Such appeals must be re-
ceived within 30 days of the date on 
which the decision was made or the ac-
tion taken in accordance with the pro-
cedures set forth in paragraph (b) of 
this section. Interested parties may pe-
tition for the issuance of a rule, or 
amendment or repeal of a rule issued 
by the Secretaries. Interested parties 
may also petition for relief from the 
application of any rule on the basis of 
hardship or extraordinary cir-
cumstances resulting in the inability 
of the petitioner to comply with the 
rule. 

(b) Petitions shall bear the name and 
post office address of the petitioner and 
the name and address of the principal 
attorney or authorized representative 
(if any) for the party concerned. They 
shall be addressed to the Secretaries 
and filed in one original and two copies 
with the U.S. Department of Com-
merce, Import Administration, Inter-
national Trade Administration, Wash-
ington, DC 20230, Attention: Statutory 
Import Programs Staff. Petitions shall 
contain the following: 

(1) A reference to the decision, action 
or rule which is the subject of the peti-
tion; 

(2) A short statement of the interest 
of the petitioner; 

(3) A statement of the facts as seen 
by the petitioner; 

(4) The petitioner’s argument as to 
the points of law, policy or fact. In 
cases where policy error is contended, 
the alleged error together with the pol-
icy the submitting party advocates as 
the correct one should be described in 
full; 

(5) A conclusion specifying the action 
that the petitioner believes the Secre-
taries should take. 

(c) The Secretaries may at their dis-
cretion schedule a hearing and invite 
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1 The BIE defines a General Exposition of 
the First Category as an exposition dealing 
with progress achieved in a particular field 
applying to several branches of human activ-
ity at which the invited countries are obli-
gated to construct national pavilions. A Gen-
eral Exposition of the Secondary Category is 
a similar exposition at which invited coun-
tries are not authorized to construct na-
tional pavilions, but occupy space provided 
by the exposition sponsors. Special Category 
Expositions are those dealing only with one 
particular technique, raw material, or basic 
need. 

The BIE frequency rules require that an in-
terval of 15 years must elapse between Gen-
eral Expositions of the First Category held 
in one country. General Expositions of the 
Second Category require an interval of 10 
years. An interval of 5 years must ordinarily 
elapse between Special Category Expositions 
of the same kind in one country or three 
months between Special Category Expo-
sitions of different kinds. These frequency 
intervals are computed from the date of the 
opening of the exposition. 

More detailed BIE classification criteria 
and regulations are contained in the Paris 
Convention of 1928, as amended in 1948 and 
1966. Applicants not having a copy of the text 
of this convention may obtain one by writing 
the Director. (The Convention may soon be 
amended by a Protocol which has been ap-
proved by the BIE and ratified by the United 
States. This amendment would increase au-
thorized frequencies or intervals for BIE ap-
proved expositions.) 

the participation of other interested 
parties. 

(d) The Secretaries shall commu-
nicate their decision, which shall be 
final, to the petitioner by registered, 
certified or express mail. 

PART 310—OFFICIAL U.S. GOVERN-
MENT RECOGNITION OF AND 
PARTICIPATION IN INTER-
NATIONAL EXPOSITIONS HELD IN 
THE UNITED STATES 

Sec. 
310.1 Background and purpose. 
310.2 Definitions. 
310.3 Applications for Federal recognition. 
310.4 Action on application. 
310.5 Report of the Secretary on Federal 

recognition. 
310.6 Recognition by the President. 
310.7 Statement for Federal participation. 
310.8 Proposed plan for Federal participa-

tion. 
310.9 Report of the Secretary on Federal 

participation. 

AUTHORITY: Pub. L. 91–269, 84 Stat. 271 (22 
U.S.C. 2801 et seq.). 

SOURCE: 40 FR 34107, Aug. 14, 1975, unless 
otherwise noted. Redesignated at 46 FR 57457, 
Nov. 24, 1981. 

§ 310.1 Background and purpose. 
The regulations in this part are 

issued under the authority of Pub. L. 
91–269 (84 Stat. 271, 22 U.S.C. 2801 et 
seq.) which establishes an orderly pro-
cedure for Federal Government rec-
ognition of, and participation in, inter-
national expositions to be held in the 
United States. The Act provides, inter 
alia, that Federal recognition of an ex-
position is to be granted upon a finding 
by the President that such recognition 
will be in the national interest. In 
making this finding, the President is 
directed to consider, among other fac-
tors, a report from the Secretary of 
Commerce as to the purposes and rea-
sons for an exposition and the extent of 
financial and other support to be pro-
vided by the State and local officials 
and business and community leaders 
where the exposition is to be held, and 
a report by the Secretary of State to 
determine whether the exposition is 
qualified for registration under Bureau 
of International Expositions (BIE) 
rules. The BIE is an international orga-
nization established by the Paris Con-

vention of 1928 (T.I.A.S. 6548 as amend-
ed by T.I.A.S. 6549) to regulate the con-
duct and scheduling of international 
expositions in which foreign nations 
are officially invited to participate. 
The BIE divides international expo-
sitions into different categories and 
types and requires each member nation 
to observe specified minimum time in-
tervals in scheduling each of these cat-
egories and types of expositions. 1 
Under BIE rules, member nations may 
not ordinarily participate in an inter-
national exposition unless such expo-
sition has been approved by the BIE. 
The United States became a member of 
the BIE on April 30, 1968, upon ratifica-
tion of the Paris Convention by the 
U.S. Senate (114 Cong. Rec. 11012). 

Federal participation in a recognized 
international exposition requires a spe-
cific authorization by the Congress, 
upon a finding by the President that 
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