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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chandise may be withdrawn from a 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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(4) The operator’s procedures manual 
and subsequent changes will be fur-
nished to the port director for informa-
tion purposes only. Customs receipt of 
a manual does not indicate approval or 
rejection of a system. 

(c) Liability of operator. Upon zone ac-
tivation approval the operator remains 
liable for complying with all inventory 
control and recordkeeping system re-
quirements set forth in this part.

§ 146.22 Admission of merchandise to a 
zone. 

(a) Identification. All merchandise 
will be recorded in a receiving report 
or document using a zone lot number 
or unique identifier. All merchandise, 
except domestic status merchandise for 
which no permit for admission is re-
quired under § 146.43, will be traceable 
to a Customs Form 214 and accom-
panying documentation. 

(b) Reconciliation. Quantities received 
will be reconciled to a receiving report 
or document such as an invoice with 
any discrepancy reported to the port 
director as provided in § 146.37. 

(c) Incomplete documentation. Mer-
chandise received without complete 
Customs documentation or which is 
unacceptable to the inventory control 
and recordkeeping system will be re-
corded in a suspense account or record 
until documentation is complete or the 
system is capable of accepting the in-
formation, at which time it will be for-
mally admitted to the zone under 
§ 146.32 or 146.40. The receiving report or 
document will provide sufficient infor-
mation to identify the merchandise 
and distinguish it from other merchan-
dise. The suspense account or record 
will be completely documented for Cus-
toms review to explain the differences 
noted and corrections made. 

(d) Recordation. Merchandise received 
will be accurately recorded in the in-
ventory system records from the re-
ceiving report or document using the 
zone lot number or unique identifier 
for traceability. The inventory record 
will state the quantity and date admit-
ted, cost or value where applicable, 
zone status, and description of the mer-
chandise, including any part or stock 
number. 

(e) Harbor maintenance fee. When im-
ported cargo is unloaded from a com-

mercial vessel at a U.S. port and ad-
mitted into a foreign trade zone, the 
applicant for admission of that cargo 
into the zone may be subject to the 
harbor maintenance fee as set forth in 
§ 24.24 of this chapter. 

[T.D. 86–16, 51 FR 5049, Feb. 11, 1986, as 
amended by T.D. 87–44, 52 FR 10211, Mar. 30, 
1987; 52 FR 10970, Apr. 6, 1987]

§ 146.23 Accountability for merchan-
dise in a zone. 

(a) Identification of merchandise—(1) 
General. A zone lot number or unique 
identifier will be used to identify and 
trace merchandise. 

(2) Fungible merchandise. Fungible 
merchandise may be identified by an 
inventory method authorized by Cus-
toms, which is consistently applied, 
such as First-In-First-Out (FIFO) and 
using a unique identifier. 

(b) Inventory records. The inventory 
records will specify by zone lot number 
or unique identifier: 

(1) Location of merchandise; 
(2) Zone status; 
(3) Cost or value, unless operator’s or 

user’s financial records maintain cost 
or value and the records are made 
available for Customs review; 

(4) Beginning balance, cumulative re-
ceipts and removals, adjustments, and 
current balance on hand by date and 
quantity; 

(5) Destruction of merchandise; and 
(6) Scrap, waste, and by-products. 
(c) Physical inventory. The operator 

shall take at least an annual physical 
inventory of all merchandise in the 
zone (unless continuous cycle counts 
are taken as part of an ongoing inven-
tory control program) with prior noti-
fication of the date(s) given to Customs 
for any supervision of the inventory 
deemed necessary. The operator shall 
notify the port director of any discrep-
ancies in accordance with § 146.53.

§ 146.24 Transfer of merchandise from 
a zone. 

(a) Accountability. (1) All zone status 
merchandise transferred from a zone 
will be accurately recorded within the 
inventory control and recordkeeping 
system. 

(2) The inventory control and record-
keeping system for merchandise trans-
fers must have the capability to trace 
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all transfers back to a zone admission 
under a Customs authorized inventory 
method. 

(b) Information. The inventory con-
trol and recordkeeping system must be 
capable of providing all information 
necessary to make entry for transfer of 
merchandise from the zone.

§ 146.25 Annual reconciliation. 

(a) Report. The operator shall prepare 
a reconciliation report within 90 days 
after the end of the zone/subzone year 
unless the port director authorizes an 
extension for reasonable cause. The op-
erator shall retain that annual rec-
onciliation report for a spot check or 
audit by Customs, and need not furnish 
it to Customs unless requested. There 
is no form specified for the preparation 
of the report. 

(b) Information required. The report 
must contain a description of merchan-
dise for each zone lot or unique 
identifer, zone status, quantity on 
hand at the beginning of the year, cu-
mulative receipts and transfers (by 
unit), quantity on hand at the end of 
the year, and cumulative positive and 
negative adjustments (by unit) made 
during the year. 

(c) Certification. The operator shall 
submit to the port director within 10 
working days after the annual rec-
onciliation report, a letter signed by 
the operator certifying that the annual 
reconciliation has been prepared, is 
available for Customs review, and is ac-
curate. The certification letter must 
contain the name and street address of 
the operator, where the required 
records are available for Customs re-
view; and the name, title, and tele-
phone number of the person having 
custody of the records. Reporting of 
shortages and overages based on the 
annual reconciliation will be made in 
accordance with § 146.53. These reports 
must accompany the certification let-
ter.

§ 146.26 System review. 

The operator shall perform an annual 
internal review of the inventory con-
trol and recordkeeping system and 
shall report to the port director any 
deficiency discovered and corrective 
action taken, to ensure that the sys-

tem meets the requirements of this 
part.

Subpart C—Admission of 
Merchandise to a Zone

§ 146.31 Admissibility of merchandise 
into a zone. 

Merchandise of every description 
may be admitted into a zone unless 
prohibited by law. A distinction is 
made between prohibited and condi-
tionally admissible merchandise. 

(a) Prohibited merchandise. Port direc-
tors shall not admit prohibited mer-
chandise. If there is a question as to 
whether the merchandise may be pro-
hibited, port directors may permit the 
temporary deposit of the merchandise 
in a zone pending a final determination 
of its status. Any prohibited merchan-
dise which is found within a zone will 
be disposed of in the manner provided 
for in the laws and regulations applica-
ble to that merchandise. 

(b) Conditionally admissible merchan-
dise. The admission of this merchandise 
into a zone is subject to the regula-
tions of the Federal agency concerned.

§ 146.32 Application and permit for ad-
mission of merchandise. 

(a) Application on Customs Form 214 
and permit. Merchandise may be admit-
ted into a zone only upon application 
on a uniquely and sequentially num-
bered Customs Form 214 (‘‘Application 
for Foreign Trade Zone Admission and/
or Status Designation’’) and the 
issuance of a permit by the port direc-
tor. Exceptions to the Customs Form 
214 requirement are for merchandise 
temporarily deposited (§ 146.33), 
transiting merchandise (§ 146.34), or do-
mestic merchandise admitted without 
permit (§ 146.43). The applicant for ad-
mission shall present the application 
to the port director and shall include a 
statistical copy on Customs Form 214–
A for transmittal to the Bureau of Cen-
sus, unless the applicant has made ar-
rangements for the direct transmittal 
of statistical information to that agen-
cy. 

(b) Supporting documents—(1) Commer-
cial documentation. The applicant shall 
submit with the application two copies 
of an examination invoice meeting the 
requirements of subpart F, part 141, of 
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