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§ 146.0 Scope. 
Foreign trade zones are established 

under the Foreign Trade Zones Act and 
the general regulations and rules of 
procedure of the Foreign Trade Zones 
Board contained in 15 CFR part 400. 
This part 146 of the Customs Regula-
tions governs the admission of mer-
chandise into a foreign trade zone, ma-
nipulation, manufacture, or exhibition 
in a zone; exportation of the merchan-
dise from a zone; and transfer of mer-
chandise from a zone into Customs ter-
ritory.

Subpart A—General Provisions

§ 146.1 Definitions. 
(a) The following words, defined in 

section 1 of the Foreign-Trade Zones 
Act of 1934, as amended (19 U.S.C. 81a), 
are given the same meaning when used 
in this part, unless otherwise stated: 
‘‘Board’’, ‘‘Grantee’’, and ‘‘Zones’’. 

(b) The following are general defini-
tions for the purpose of this part: 

Act. ‘‘Act’’ means the Foreign-Trade 
Zones Act of June 18, 1934, as amended 
(48 Stat. 998–1003; 19 U.S.C. 81a-u). 

Activation. ‘‘Activation’’ means ap-
proval by the grantee and port director 
for operations and for the admission 
and handling of merchandise in zone 
status. 

Admit. ‘‘Admit’’ means to bring mer-
chandise into a zone with zone status. 

Alteration. ‘‘Alteration’’ means a 
change in the boundaries of an acti-
vated zone or subzone; activation of a 
separate site of an already-activated 
zone or subzone with the same operator 
at the same port; or the relocation of 
an already-activated site with the 
same operator. 

Conditionally admissible merchandise. 
‘‘Conditionally admissible merchan-
dise’’ is merchandise which may be im-
ported into the U.S. under certain con-
ditions. Merchandise which is subject 
to permits or licenses, or which may be 
reconditioned to bring it into compli-
ance with the laws administered by 
various Federal agencies, is an example 
of conditionally admissible merchan-
dise. 

Constructive transfer. ‘‘Constructive 
transfer’’ is a legal fiction which per-
mits acceptance of a Customs entry for 

merchandise in a zone before its phys-
ical transfer to the Customs territory. 

Customs territory. ‘‘Customs terri-
tory’’ is the territory of the U.S. in 
which the general tariff laws of the 
U.S. apply. ‘‘Customs territory of the 
United States’’ includes only the 
States, the District of Columbia, and 
Puerto Rico. (General Note 2, Har-
monized Tariff Schedule of the United 
States (19 U.S.C. 1202)). 

Deactivation. ‘‘Deactivation’’ means 
voluntary discontinuation of the acti-
vation of an entire zone or subzone by 
the grantee or operator. Discontinu-
ance of the activated status of only a 
part of a zone site is an alteration. 

Default. ‘‘Default’’ means an action 
or omission that will result in a claim 
for duties, taxes, charges, or liquidated 
damages under the Foreign Trade Zone 
Operator Bond. 

Domestic merchandise. ‘‘Domestic mer-
chandise’’ is merchandise which has 
been (i) produced in the U.S. and not 
exported therefrom, or (ii) previously 
imported into Customs territory and 
properly released from Customs cus-
tody. 

Foreign merchandise. ‘‘Foreign mer-
chandise’’ is imported merchandise 
which has not been properly released 
from Customs custody in Customs ter-
ritory. 

Fungible merchandise. ‘‘Fungible mer-
chandise’’ means merchandise which 
for commercial purposes is identical 
and interchangeable in all situations. 

Merchandise. ‘‘Merchandise’’ includes 
goods, wares and chattels of every de-
scription, except prohibited merchan-
dise. Building materials, production 
equipment, and supplies for use in op-
eration of a zone are not ‘‘merchan-
dise’’ for the purpose of this part. 

Operator. ‘‘Operator’’ is a corpora-
tion, partnership, or person that oper-
ates a zone or subzone under the terms 
of an agreement with the zone grantee. 
Where used in this part, the term ‘‘op-
erator’’ also applies to a ‘‘grantee’’ 
that operates its own zone. 

Port Director. For those foreign trade 
zones located within the geographical 
limits of a port of entry, the term 
‘‘port director’’ means the director of 
that port of entry. For those foreign 
trade zones located outside the geo-
graphical limits of a port of entry, the 
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term ‘‘port director’’ means the direc-
tor of the port of entry geographically 
nearest to where the foreign trade zone 
is located. 

Prohibited merchandise. ‘‘Prohibited 
merchandise’’ is merchandise the im-
portation of which is prohibited by law 
on grounds of public policy or morals, 
or any merchandise which is excluded 
from a zone by order of the Board. 
Books urging treason or insurrection 
against the U.S., obscene pictures, and 
lottery tickets are examples of prohib-
ited merchandise. 

Reactivation. ‘‘Reactivation’’ means a 
resumption of the activated status of 
an entire area that was previously de-
activated without any change in the 
operator or the area boundaries. If the 
boundaries are different, the action is 
an alteration. If the operator is dif-
ferent, it is an activation. 

Subzone. ‘‘Subzone’’ is a special-pur-
pose zone established as part of a zone 
project for a limited purpose, that can-
not be accommodated within an exist-
ing zone. The term ‘‘zone’’ also applies 
to a subzone, unless specified other-
wise. 

Transfer. ‘‘Transfer’’ means to take 
merchandise with zone status from a 
zone for consumption, transportation, 
exportation, warehousing, cartage or 
lighterage, vessel supplies and equip-
ment, admission to another zone, and 
like purposes. 

Unique identifier. ‘‘Unique identifier’’ 
means the numbers, letters, or com-
bination of numbers and letters that 
identify merchandise admitted to a 
zone with zone status. 

User. ‘‘User’’ means a person or firm 
using a zone or subzone for storage, 
handling, or processing of merchandise. 

Zone lot. ‘‘Zone lot’’ means a collec-
tion of merchandise maintained under 
an inventory control method based on 
specific identification of merchandise 
admitted to a zone by lot. 

Zone site. ‘‘Zone site’’ means the 
physical location of a zone or subzone. 

Zone status. ‘‘Zone status’’ means the 
status of merchandise admitted to a 
zone, i.e., nonprivileged foreign, privi-
leged foreign, zone restricted, or do-
mestic. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 89–1, 53 FR 51263, Dec. 21, 
1988; T.D. 99–27, 64 FR 13674, Mar. 22, 1999]

§ 146.2 Port director as Board rep-
resentative. 

The appropriate port director shall 
be in charge of the zone as the rep-
resentative of the Board. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 99–27, 64 FR 13676, Mar. 22, 
1999]

§ 146.3 Customs supervision. 
(a) Assignment of Customs officers. Cus-

toms officers will be assigned or de-
tailed to a zone as necessary to main-
tain appropriate Customs supervision 
of merchandise and records pertaining 
thereto in the zone, and to protect the 
revenue. 

(b) Supervision. Customs supervision 
over any zone or transaction provided 
for in this part will be in accordance 
with § 101.2(c) of this chapter. The port 
director may direct a Customs officer 
to supervise any transaction or proce-
dure at a zone. Supervision may be per-
formed through a periodic audit of the 
operator’s records, quantity count of 
goods in a zone inventory, spot check 
of selected transactions or procedures, 
or review of recordkeeping, security, or 
conditions of storage in a zone. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 98–22, 63 FR 11826, Mar. 11, 
1998]

§ 146.4 Operator responsibility and su-
pervision. 

(a) Supervision. The operator shall su-
pervise all admissions, transfers, re-
movals, recordkeeping, manipulations, 
manufacturing, destruction, exhi-
bition, physical and procedural secu-
rity, and conditions of storage in the 
zone as required by law and regula-
tions. Supervision by the operator 
shall be that which a prudent manager 
of a storage, manipulation, or manu-
facturing facility would be expected to 
exercise, and may take into account 
the degree of supervision exercised by 
the zone user having physical posses-
sion of zone merchandise. 

(b) Customs access. The operator shall 
permit any Customs officer access to a 
zone. 

(c) Safekeeping of merchandise and 
records. The operator is responsible for 
safekeeping of merchandise and records 
concerning merchandise admitted to a 

VerDate Jan<31>2003 05:32 Apr 15, 2003 Jkt 200058 PO 00000 Frm 00095 Fmt 8010 Sfmt 8010 Y:\SGML\200058T.XXX 200058T



96

19 CFR Ch. I (4–1–03 Edition)§ 146.5

zone. The operator, at its liability, 
may allow the zone importer or owner 
of the goods to store, safeguard, and 
otherwise maintain or handle the goods 
and the inventory records pertaining to 
them. 

(d) Records maintenance. The operator 
shall (1) maintain the inventory con-
trol and recordkeeping system in ac-
cordance with the provisions of subpart 
B, (2) retain all records required in this 
part and defined in § 162.1(a) of this 
chapter, pertaining to zone merchan-
dise for 5 years after the merchandise 
is removed from the zone, and (3) pro-
tect proprietary information in its cus-
tody from unauthorized disclosure. 
Records shall be readily available for 
Customs review at the zone. 

(e) Merchandise security. The operator 
shall maintain the zone and establish 
procedures adequate to ensure the se-
curity of merchandise located in the 
zone in accordance with applicable 
Customs security standards and speci-
fications. 

(f) Storage and handling. The operator 
shall store and handle merchandise in a 
zone in a safe and sanitary manner to 
minimize damage to the merchandise, 
avoid hazard to persons, and meet 
local, state, and Federal requirements 
applicable to a specific kind of goods. 
All trash and waste will be promptly 
removed from a zone. Aisles will be es-
tablished and maintained, and doors 
and entrances left unblocked for access 
by Customs officers and other persons 
in the performance of their official du-
ties. 

(g) Guard service. The operator is au-
thorized to provide guards or contract 
for guard service to safeguard the mer-
chandise and ensure the security of the 
zone. This authorization does not limit 
the authority of the port director to 
assign Customs guards to protect the 
revenue under section 4 of the Act (19 
U.S.C. 81d). 

(h) Miscellaneous responsibilities. The 
operator is responsible for complying 
with requirements for admission, ma-
nipulation, manufacture, exhibition, or 
destruction, shortage, or overage; in-
ventory control and recordkeeping sys-
tems, transfer to Customs territory, 
and other requirements as specified in 
this part. If the operator elects to 
transfer merchandise from within the 

district boundaries (see definition of 
‘‘district’’ at § 112.1) to his zone, he 
shall receipt for the merchandise at the 
time he picks it up for transportation 
to his facility. He becomes liable for 
the merchandise at that time. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 94–81, 59 FR 51496, Oct. 12, 
1994; T.D. 95–77, 60 FR 50020, Sept. 27, 1995; 
T.D. 99–27, 64 FR 13676, Mar. 22, 1999]

§ 146.5 [Reserved]

§ 146.6 Procedure for activation. 
(a) Application. A zone operator, or 

where there is no operator, a grantee, 
shall make written application to the 
port director to obtain approval of ac-
tivation of a zone or zone site. The area 
to be activated may be all or any por-
tion of the zone approved by the Board. 
The application must include a descrip-
tion of all the zone sites covered by the 
application, any operation to be con-
ducted therein, and a statement of the 
general character of the merchandise 
to be admitted. The port director may 
also require the operator or grantee to 
submit fingerprints on form FD 258 or 
electronically at the time of filing the 
application. If the operator is an indi-
vidual, that individual’s fingerprints 
may be required. If the operator or 
grantee is a business entity, finger-
prints of all officers and managing offi-
cials may be required. 

(b) Supporting documents. The applica-
tion must be accompanied by the fol-
lowing: 

(1) [Reserved] 
(2) A blueprint of the area approved 

by the Board to be activated showing 
area measurements, including all open-
ings and buildings; and all outlets, in-
lets, and pipelines to any tank for the 
storage of liquid or similar product, 
that portion of the blueprint certified 
to be correct by the operator of the 
tank; 

(3) A gauge table, when appropriate, 
showing the capacity, in the appro-
priate unit, of any tank, certified to be 
correct by the operator of the tank; 

(4) A procedures manual describing 
the inventory control and record-
keeping system that will be used in the 
zone, certified by the operator or 
grantee to meet the requirements of 
subpart B; and 
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(5) The written concurrence of the 
grantee, when the operator applies for 
activation, in the requested zone acti-
vation. 

(c) Inquiry by port director. As a condi-
tion of approval of the application, the 
port director may order an inquiry by 
a Customs officer into: 

(1) The qualifications, character, and 
experience of an operator and/or grant-
ee and their principal officers; and 

(2) The security, suitability, and fit-
ness of the facility to receive merchan-
dise in a zone status. 

(d) Decision of the port director. The 
port director shall promptly notify the 
applicant in writing of his decision to 
approve or deny the application to ac-
tivate the zone. If the application is de-
nied, the notification will state the 
grounds for denial which need not be 
limited to those listed in § 146.82. The 
decision of the port director will be the 
final Customs administrative deter-
mination in the matter. On approval of 
the application, a Foreign Trade Zone 
Operator’s Bond shall be executed on 
Customs Form 301, containing the bond 
conditions of § 113.73 of this chapter. 

(e) Activation. Upon the port direc-
tor’s approval of the application and 
acceptance of the executed bond, the 
zone or zone site will be considered ac-
tivated; and merchandise may be ad-
mitted to the zone. Execution of the 
bond by an operator does not lessen the 
liability of the grantee to comply with 
the Act and implementing regulations. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 93–18, 58 FR 15773, Mar. 24, 
1993; T.D. 95–99, 60 FR 62733, Dec. 7, 1995; T.D. 
99–27, 64 FR 13676, Mar. 22, 1999; T.D. 01–14, 66 
FR 8767, Feb. 2, 2001]

§ 146.7 Zone changes. 

(a) Alteration of an activated area. An 
operator shall make written applica-
tion to the port director for approval of 
an alteration of an activated area, in-
cluding an alteration resulting from a 
zone boundary modification. The appli-
cation must be accompanied by the 
supporting document requirements 
specified in § 146.6, as applicable. The 
port director may review the security, 
suitability, and fitness of the area, and 
shall reply to the applicant as provided 
for in § 146.6. 

(b) Deactivation or reactivation. A 
grantee, or an operator with the con-
currence of a grantee, shall make writ-
ten application to the port director for 
deactivation of a zone site, indicating 
by layout or blueprint the exact site to 
be deactivated. The port director shall 
not approve the application unless all 
merchandise in the site in zone status 
(other than domestic status) has been 
removed at the risk and expense of the 
operator. The port director may re-
quire an accounting of all merchandise 
in a zone as a condition of approving 
the deactivation. A zone may be reac-
tivated using the above procedure if a 
sufficient bond is on file under 
§ 146.6(d). 

(c) Suspension of activated site. When 
approval of an activated status has 
been suspended through the procedure 
in subpart G, the port director may re-
quire all goods in that area in zone sta-
tus (other than domestic status) to be 
transferred to another zone, a bonded 
warehouse, or other location where 
they may lawfully be stored, if the port 
director considers that transfer advis-
able to protect the revenue or admin-
ister any Federal law or regulation. 

(d) New bond. The port director may 
require an operator to furnish, on 10 
days notice, a new Foreign Trade Zone 
Operator’s Bond on Customs Form 301. 
If the operator fails to furnish the new 
bond, no more merchandise will be re-
ceived in the zone in zone status. Mer-
chandise in zone status (other than do-
mestic status) will be removed at the 
risk and expense of the operator. A new 
bond may be required if (1) the acti-
vated zone area is substantially al-
tered; (2) the character of merchandise 
admitted to the zone or operations per-
formed in the zone are substantially 
changed; (3) the existing bond lacks 
good and sufficient surety; or (4) for 
any other reason that substantially af-
fects the liability of the operator under 
the bond. Although a new bond may 
not be required, the operator shall ob-
tain the consent of the surety to any 
material alteration in the boundaries 
of the zone. 

(e) New operator. A grantee of an acti-
vated zone site shall make written ap-
plication to the port director for ap-
proval of a new operator, submitting 
with the application a certification by 
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the new operator that the inventory 
control and recordkeeping system 
meets the requirements of subpart B, 
and a copy of the system procedures 
manual if different from the previous 
operator’s manual. The port director 
may order an inquiry into the quali-
fications, character, and experience of 
the operator and its principal officers. 

(f) The bond in § 146.6 shall be sub-
mitted by the operator before the oper-
ating agreement may become effective 
in respect to merchandise in zone sta-
tus. The port director shall promptly 
notify the grantee, in writing, of the 
approval or disapproval of the applica-
tion. 

(g) List of officers, employees, and other 
persons. The port director may make a 
written demand upon the operator to 
submit, within 30 days after the date of 
the demand, a written list of the 
names, addresses, social security num-
bers, and dates and places of birth of 
officers and persons having a direct or 
indirect financial interest in the oper-
ator, and of persons employed in the 
carriage, receipt or delivery of mer-
chandise in zone status, whether em-
ployed by the zone operator or a zone 
user. If a list was previously furnished, 
the port director may make a written 
demand for the same information in re-
spect to new persons employed in the 
carriage, receipt, or delivery of zone 
status merchandise within 10 days 
after such employment. The list need 
not include employees of common or 
contract carriers transporting goods to 
or from the zone. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 95–99, 60 FR 62733, Dec. 7, 
1995]

§ 146.8 Seals, authority of operator to 
break and affix. 

The port director may authorize an 
operator to break a Customs in-bond 
seal affixed under § 18.4 of this chapter, 
or under any Customs order or direc-
tive, on any vehicle or intermodal con-
tainer containing merchandise ap-
proved for admission to the zone upon 
its arrival at the zone; or to affix a 
Customs in-bond seal to any vehicle or 
intermodal container of merchandise 
for which an entry, withdrawal, or 
other approval document has been ob-
tained for movement in-bond from the 

zone. The authorized affixing or break-
ing of that seal will be considered to 
have been done under Customs super-
vision. The operator shall report to the 
port director, upon arrival of the vehi-
cle or container at the zone, any seal 
found to be broken, missing, or improp-
erly affixed, and hold the vehicle or 
container and its contents intact pend-
ing instructions from the port director. 
If the operator does not obtain the 
written concurrence of the carrier as to 
the condition of the seal or delivering 
conveyance, the port director shall 
deem the seal or delivering conveyance 
to be intact. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986; 51 FR 
11012, Apr. 1, 1986]

§ 146.9 Permission of operator. 

An application for permission to 
admit merchandise into a zone, or to 
manipulate, manufacture, exhibit, or 
destroy merchandise in a zone must in-
clude the written concurrence of the 
operator, except where the regulations 
of this part provide for the making of 
application by the operator itself or 
where the operator files a separate spe-
cific or blanket application. The writ-
ten concurrence of the operator in the 
removal of merchandise from a zone is 
not required because the merchandise 
is released by the port director to the 
operator for delivery from the zone, as 
provided in § 146.71 (a).

§ 146.10 Authority to examine mer-
chandise. 

The port director may cause any 
merchandise to be examined before or 
at the time of admission to a zone, or 
at any time thereafter, if the examina-
tion is considered necessary to facili-
tate the proper administration of any 
law, regulation, or instruction which 
Customs is authorized to enforce.

§ 146.11 Transportation of merchan-
dise to a zone. 

(a) From outside Customs territory. 
Merchandise may be admitted directly 
to a zone from any place outside Cus-
toms territory. 

(b) Through Customs territory, foreign 
merchandise. Foreign merchandise des-
tined to a zone and transported in-bond 
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through Customs territory will be sub-
ject to the laws and regulations appli-
cable to other merchandise transported 
in-bond between two places in Customs 
territory. 

(c) From Customs territory, domestic 
merchandise. Domestic merchandise 
may be admitted to a zone from Cus-
toms territory by any means of trans-
portation which will not interfere with 
the orderly conduct of business in the 
zone. 

(d) From a bonded warehouse. Mer-
chandise may be withdrawn from a 
bonded warehouse under the procedures 
in § 144.37(g) of this chapter and trans-
ferred to a zone for admission in zone-
restricted status.

§ 146.12 Use of zone by carrier. 

(a) Primary use; lading and unlading. 
The water area docking facilities, and 
any lading and unlading stations of a 
zone are intended primarily for the un-
lading of merchandise into the zone or 
the lading of merchandise for removal 
from the zone. Their use for other pur-
poses may be terminated by Customs if 
found to endanger the revenue, or by 
the Board if found to impede the pri-
mary use of the zone. 

(b) Carrier in zone not exempt from law 
or regulations. Nothing in the Act or 
the regulations in this part shall be 
construed as excepting any carrier en-
tering, remaining in, or leaving a zone 
from the application of any other law 
or regulation.

§ 146.13 Customs forms and proce-
dures. 

Where a Customs form or other docu-
ment is required in this part, the num-
ber of copies of the form or document 
required to be presented and their man-
ner of distribution and processing shall 
be determined by the port director, ex-
cept as otherwise specified in this part.

§ 146.14 Retail trade within a zone. 

Retail trade is prohibited within a 
zone except as provided in 19 U.S.C. 
81o(d). See also the regulations of the 
Board as contained in 15 CFR part 400.

Subpart B—Inventory Control and 
Recordkeeping System

§ 146.21 General requirements. 
(a) Systems capability. The operator 

shall maintain either manual or auto-
mated inventory control and record-
keeping systems or combination man-
ual and automated systems capable of: 

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

(2) Producing accurate and timely re-
ports and documents as required by 
this part; 

(3) Identifying shortages and over-
ages of merchandise in a zone in suffi-
cient detail to determine the quantity, 
description, tariff classification, zone 
status, and value of the missing or ex-
cess merchandise; 

(4) Providing all the information nec-
essary to make entry for merchandise 
being transferred to the Customs terri-
tory; 

(5) Providing an audit trail to Cus-
toms forms from admission through 
manipulation, manufacture, destruc-
tion or transfer of merchandise from a 
zone either by zone lot or Customs au-
thorized inventory method. 

(b) Procedures manual. (1) The oper-
ator shall provide the port director 
with an English language copy of its 
written inventory control and record-
keeping systems procedures manual in 
accordance with the requirements of 
this part. 

(2) The operator shall keep current 
its procedures manual and shall submit 
to the port director any change at the 
time of its implementation. 

(3) The operator may authorize a 
zone user to maintain its individual in-
ventory control and recordkeeping sys-
tem and procedures manual. The oper-
ator shall furnish a copy of the zone 
user’s procedures manual, including 
any subsequent changes, to the port di-
rector. However, the operator will re-
main responsible to Customs and liable 
under its bond for supervision, defects 
in, or failures of a system. 
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