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APPENDIX A TO PART 191—GENERAL MANU-
FACTURING DRAWBACK RULINGS

APPENDIX B TO PART 191—SAMPLE FORMATS 
FOR APPLICATIONS FOR SPECIFIC MANU-
FACTURING DRAWBACK RULINGS

AUTHORITY: 5 U.S.C. 301; 19 U.S.C. 66, 1202 
(General Note 23, Harmonized Tariff Sched-
ule of the United States), 1313, 1624. 

§ 191.62 also issued under 18 U.S.C. 550, 19 
U.S.C. 1593a; 

§ 191.84 also issued under 19 U.S.C. 1514; 
§§ 191.111, 191.112 also issued under 19 U.S.C. 

1309; 
§§ 191.151(a)(1), 191.153, 191.157, 191.159 also 

issued under 19 U.S.C. 1557; 
§ 191.182–191.186 also issued under 19 U.S.C. 

81c; 
§§ 191.191–191.195 also issued under 19 U.S.C. 

1593a.

SOURCE: T.D. 98–16, 63 FR 11006, Mar. 5, 
1998, unless otherwise noted.

§ 191.0 Scope. 
This part sets forth general provi-

sions applicable to all drawback claims 
and specialized provisions applicable to 
specific types of drawback claims. Ad-
ditional drawback provisions relating 
to the North American Free Trade 
Agreement (NAFTA) are contained in 
subpart E of part 181 of this chapter.

§ 191.0a Claims filed under NAFTA. 
Claims for drawback filed under the 

provisions of part 181 of this chapter 
shall be filed separately from claims 
filed under the provisions of this part.

Subpart A—General Provisions

§ 191.1 Authority of the Commissioner 
of Customs. 

Pursuant to Treasury Department 
Order No. 165, Revised (T.D. 53654, 19 
FR 7241), as amended, the Commis-
sioner of Customs, with the approval of 
the Secretary of the Treasury, shall 
prescribe rules and regulations regard-
ing drawback.

§ 191.2 Definitions. 
For the purposes of this part: 
(a) Abstract. Abstract means the sum-

mary of the actual production records 
of the manufacturer. 

(b) Act. Act, unless indicated other-
wise, means the Tariff Act of 1930, as 
amended. 

(c) Certificate of delivery. Certificate of 
delivery (see § 191.10 of this part) means 

Customs Form 7552, Delivery Certifi-
cate for Purposes of Drawback, summa-
rizing information contained in origi-
nal documents, establishing: 

(1) The transfer from one party 
(transferor) to another (transferee) of: 

(i) Imported merchandise; 
(ii) Substituted merchandise under 19 

U.S.C. 1313(j)(2); 
(iii) A qualified article under 19 

U.S.C. 1313(p)(2)(A)(ii) from the manu-
facturer or producer to the exporter or 
under 1313(p)(2)(A)(iv) from the im-
porter to the exporter; or 

(iv) Drawback product; 
(2) The identity of such merchandise 

or article as being that to which a po-
tential right to drawback exists; and 

(3) The assignment of drawback 
rights for the merchandise or article 
transferred from the transferor to the 
transferee. 

(d) Certificate of manufacture and de-
livery. Certificate of manufacture and de-
livery (see § 191.24 of this part) means 
Customs Form 7552, Delivery Certifi-
cate for Purposes of Drawback, summa-
rizing information contained in origi-
nal documents, establishing: 

(1) The transfer of an article manu-
factured or processed under 19 U.S.C. 
1313(a) or 1313(b) from one party (trans-
feror) to another (transferee); 

(2) The identity of such article as 
being that to which a potential right to 
drawback exists; and 

(3) The assignment of drawback 
rights for the article transferred from 
the transferor to the transferee. 

(e) Commercially interchangeable mer-
chandise. Commercially interchangeable 
merchandise means merchandise which 
may be substituted under the substi-
tution unused merchandise drawback 
law, § 313(j)(2) of the Act, as amended 
(19 U.S.C. 1313(j)(2)) (see § 191.32(b)(2) 
and (c) of this part), or under the provi-
sion for the substitution of finished pe-
troleum derivatives, § 313(p), as amend-
ed (19 U.S.C. 1313(p)). 

(f) Designated merchandise. Designated 
merchandise means either eligible im-
ported duty-paid merchandise or draw-
back products selected by the draw-
back claimant as the basis for a draw-
back claim under 19 U.S.C. 1313(b) or 
(j)(2), as applicable, or qualified arti-
cles selected by the claimant as the 
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basis for drawback under 19 U.S.C. 
1313(p). 

(g) Destruction. Destruction means the 
complete destruction of articles or 
merchandise to the extent that they 
have no commercial value. 

(h) Direct identification drawback. Di-
rect identification drawback means draw-
back authorized either under § 313(a) of 
the Act, as amended (19 U.S.C. 1313(a)), 
on imported merchandise used to man-
ufacture or produce an article which is 
either exported or destroyed, or under 
§ 313(j)(1) of the Act, as amended (19 
U.S.C. 1313(j)(1)), on imported merchan-
dise exported, or destroyed under Cus-
toms supervision, without having been 
used in the United States (see also 
§§ 313(c), (e), (f), (g), (h), and (q)). Mer-
chandise or articles may be identified 
for purposes of direct identification 
drawback by use of the accounting 
methods provided for in § 191.14 of this 
subpart. 

(i) Drawback. Drawback means the re-
fund or remission, in whole or in part, 
of a customs duty, fee or internal rev-
enue tax which was imposed on im-
ported merchandise under Federal law 
because of its importation, and the re-
fund of internal revenue taxes paid on 
domestic alcohol as prescribed in 19 
U.S.C. 1313(d) (see also § 191.3 of this 
subpart). 

(j) Drawback claim. Drawback claim 
means the drawback entry and related 
documents required by regulation 
which together constitute the request 
for drawback payment. 

(k) Drawback entry. Drawback entry 
means the document containing a de-
scription of, and other required infor-
mation concerning, the exported or de-
stroyed article on which drawback is 
claimed. Drawback entries are filed on 
Customs Form 7551. 

(l) Drawback product. A drawback 
product means a finished or partially 
finished product manufactured in the 
United States under the procedures in 
this part for manufacturing drawback. 
A drawback product may be exported, 
or destroyed under Customs super-
vision with a claim for drawback, or it 
may be used in the further manufac-
ture of other drawback products by 
manufacturers or producers operating 
under the procedures in this part for 
manufacturing drawback, in which 

case drawback would be claimed upon 
exportation or destruction of the ulti-
mate product. Products manufactured 
or produced from substituted merchan-
dise (imported or domestic) also be-
come ‘‘drawback products’’ when appli-
cable substitution provisions of the Act 
are met. For purposes of § 313(b) of the 
Act, as amended (19 U.S.C. 1313(b)), 
drawback products may be designated 
as the basis for drawback or deemed to 
be substituted merchandise (see 
§ 1313(b)). For a drawback product to be 
designated as the basis for drawback, 
the product must be associated with a 
certificate of manufacture and delivery 
(see § 191.24 of this part). 

(m) Exportation; exporter. (1) Expor-
tation. Exportation means the severance 
of goods from the mass of goods belong-
ing to this country, with the intention 
of uniting them with the mass of goods 
belonging to some foreign country. An 
exportation may be deemed to have oc-
curred when goods subject to drawback 
are admitted into a foreign trade zone 
in zone-restricted status, or are laden 
upon qualifying aircraft or vessels as 
aircraft or vessel supplies in accord-
ance with § 309(b) of the Act, as amend-
ed (19 U.S.C. 1309(b)) (see §§ 10.59 
through 10.65 of this chapter). 

(2) Exporter. Exporter means that per-
son who, as the principal party in in-
terest in the export transaction, has 
the power and responsibility for deter-
mining and controlling the sending of 
the items out of the United States. In 
the case of ‘‘deemed exportations’’ (see 
paragraph (m)(1) of this section), the 
exporter means that person who, as the 
principal party in interest in the trans-
action deemed to be an exportation, 
has the power and responsibility for de-
termining and controlling the trans-
action (in the case of aircraft or vessel 
supplies under 19 U.S.C. 1309(b), the 
party who has the power and responsi-
bility for lading the vessel supplies on 
the qualifying aircraft or vessel). 

(n) Filing. Filing means the delivery 
to Customs of any document or docu-
mentation, as provided for in this part, 
and includes electronic delivery of any 
such document or documentation. 

(o) Fungible merchandise or articles. 
Fungible merchandise or articles means 
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merchandise or articles which for com-
mercial purposes are identical and 
interchangeable in all situations. 

(p) General manufacturing drawback 
ruling. A general manufacturing draw-
back ruling means a description of a 
manufacturing or production operation 
for drawback and the regulatory re-
quirements and interpretations appli-
cable to that operation (see § 191.7 of 
this subpart). 

(q) Manufacture or production. Manu-
facture or production means: 

(1) A process, including, but not lim-
ited to, an assembly, by which mer-
chandise is made into a new and dif-
ferent article having a distinctive 
‘‘name, character or use’’; or 

(2) A process, including, but not lim-
ited to, an assembly, by which mer-
chandise is made fit for a particular 
use even though it does not meet the 
requirements of paragraph (q)(1) of this 
section. 

(r) Multiple products. Multiple products 
mean two or more products produced 
concurrently by a manufacture or pro-
duction operation or operations. 

(s) Possession. Possession, for purposes 
of substitution unused merchandise 
drawback (19 U.S.C. 1313(j)(2)), means 
physical or operational control of the 
merchandise, including ownership 
while in bailment, in leased facilities, 
in transit to, or in any other manner 
under the operational control of, the 
party claiming drawback. 

(t) Records. Records include, but are 
not limited to, statements, declara-
tions, documents and electronically 
generated or machine readable data 
which pertain to the filing of a draw-
back claim or to the information con-
tained in the records required by Chap-
ter 4 of Title 19, United States Code, in 
connection with the filing of a draw-
back claim and which are normally 
kept in the ordinary course of business 
(see 19 U.S.C. 1508). 

(u) Relative value. Relative value 
means, except for purposes of 
§ 191.51(b), the value of a product di-
vided by the total value of all products 
which are necessarily manufactured or 
produced concurrently in the same op-
eration. Relative value is based on the 
market value, or other value approved 
by Customs, of each such product de-
termined as of the time it is first sepa-

rated in the manufacturing or produc-
tion process. Market value is generally 
measured by the selling price, not in-
cluding any packaging, transportation, 
or other identifiable costs, which ac-
crue after the product itself is proc-
essed. Drawback law requires the ap-
portionment of drawback to each such 
product based on its relative value at 
the time of separation. 

(v) Schedule. A schedule means a doc-
ument filed by a drawback claimant, 
under § 313(a) or (b), as amended (19 
U.S.C. 1313(a) or (b)), showing the quan-
tity of imported or substituted mer-
chandise used in or appearing in each 
article exported or destroyed for draw-
back. 

(w) Specific manufacturing drawback 
ruling. A specific manufacturing draw-
back ruling means a letter of approval 
issued by Customs Headquarters in re-
sponse to an application, by a manufac-
turer or producer for a ruling on a spe-
cific manufacturing or production op-
eration for drawback, as described in 
the format used. Synopses of approved 
specific manufacturing drawback rul-
ings are published in the Customs Bul-
letin with each synopsis being pub-
lished under an identifying Treasury 
Decision. Specific manufacturing draw-
back rulings are subject to the provi-
sions in part 177 of this chapter. 

(x) Substituted merchandise or articles. 
Substituted merchandise or articles means 
merchandise or articles that may be 
substituted under 19 U.S.C. 1313(b), 
1313(j)(2), or 1313(p) as follows: 

(1) Under § 1313(b), substituted mer-
chandise must be of the same kind and 
quality as the imported designated 
merchandise or drawback product, that 
is, the imported designated merchan-
dise or drawback products and the sub-
stituted merchandise must be capable 
of being used interchangeably in the 
manufacture or production of the ex-
ported or destroyed articles with no 
substantial change in the manufac-
turing or production process; 

(2) Under § 1313(j)(2), substituted mer-
chandise must be commercially inter-
changeable with the imported des-
ignated merchandise; and 

(3) Under § 1313(p), a substituted arti-
cle must be of the same kind and qual-
ity as the qualified article for which it 
is substituted, that is, the articles 
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must be commercially interchangeable 
or described in the same 8-digit HTSUS 
tariff classification. 

(y) Verification. Verification means the 
examination of any and all records, 
maintained by the claimant, or any 
party involved in the drawback proc-
ess, which are required by the appro-
priate Customs officer to render a 
meaningful recommendation con-
cerning the drawback claimant’s con-
formity to the law and regulations and 
the determination of supportability, 
correctness, and validity of the specific 
claim or groups of claims being 
verified. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
15288, Mar. 31, 1998, as amended by T.D. 01–18, 
66 FR 9649, Feb. 9, 2001]

§ 191.3 Duties and fees subject or not 
subject to drawback. 

(a) Duties and fees subject to draw-
back include: 

(1) All ordinary Customs duties, in-
cluding: 

(i) Duties paid on an entry, or with-
drawal from warehouse, for consump-
tion for which liquidation has become 
final; 

(ii) Estimated duties paid on an 
entry, or withdrawal from warehouse, 
for consumption, for which liquidation 
has not become final, subject to the 
conditions and requirements of 
§ 191.81(b) of this subpart; and 

(iii) Tenders of duties after liquida-
tion of the entry, or withdrawal from 
warehouse, for consumption for which 
the duties are paid, subject to the con-
ditions and requirements of § 191.81(c) 
of this part, including: 

(A) Voluntary tenders (for purposes 
of this section, a ‘‘voluntary tender’’ is 
a payment of duties on imported mer-
chandise in excess of duties included in 
the liquidation of the entry, or with-
drawal from warehouse, for consump-
tion, provided that the liquidation has 
become final and that the other condi-
tions of this section and § 191.81 of this 
part are met); 

(B) Tenders of duties in connection 
with notices of prior disclosure under 
19 U.S.C. 1592(c)(4); and 

(C) Duties restored under 19 U.S.C. 
1592(d). 

(2) Marking duties assessed under 
§ 304(c), Tariff Act of 1930, as amended 
(19 U.S.C. 1304(c)); 

(3) Internal revenue taxes which at-
tach upon importation (see § 101.1 of 
this chapter); and 

(4) Merchandise processing fees (see 
§ 24.23 of this chapter) for unused mer-
chandise drawback pursuant to 19 
U.S.C. 1313(j). 

(b) Duties and fees not subject to 
drawback include: 

(1) Harbor maintenance fee (see § 24.24 
of this chapter); 

(2) Merchandise processing fees (see 
§ 24.23 of this chapter), except where 
unused merchandise drawback is 
claimed; and 

(3) Antidumping and countervailing 
duties on merchandise entered, or 
withdrawn from warehouse, for con-
sumption on or after August 23, 1988. 

(c) No drawback shall be allowed 
when the identified merchandise, the 
designated imported merchandise, or 
the substituted other merchandise 
(when applicable), consists of an agri-
cultural product which is duty-paid at 
the over-quota rate of duty established 
under a tariff-rate quota, except that: 

(1) Agricultural products as described 
in this paragraph are eligible for draw-
back under 19 U.S.C. 1313(j)(1); and 

(2) Tobacco otherwise meeting the 
description of agricultural products in 
this paragraph is eligible for drawback 
under 19 U.S.C. 1313(j)(1) or 19 U.S.C. 
1313(a). 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
27489, May 19, 1998, as amended by T.D. 01–18, 
66 FR 9649, Feb. 9, 2001]

§ 191.4 Merchandise in which a U.S. 
Government interest exists. 

(a) Restricted meaning of Government. 
A U.S. Government instrumentality 
operating with nonappropriated funds 
is considered a Government entity 
within the meaning of this section. 

(b) Allowance of drawback. If the mer-
chandise is sold to the U.S. Govern-
ment, drawback shall be available only 
to the: 

(1) Department, branch, agency, or 
instrumentality of the U.S. Govern-
ment which purchased it; or 
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(2) Supplier, or any of the parties 
specified in § 191.82 of this part, pro-
vided the claim is supported by docu-
mentation signed by a proper officer of 
the department, branch, agency, or in-
strumentality concerned certifying 
that the right to drawback was re-
served by the supplier or other parties 
with the knowledge and consent of the 
department, branch, agency, or instru-
mentality. 

(c) Bond. No bond shall be required 
when a United States Government en-
tity claims drawback.

§ 191.5 Guantanamo Bay, insular pos-
sessions, trust territories. 

Guantanamo Bay Naval Station shall 
be considered foreign territory for 
drawback purposes and, accordingly, 
drawback may be permitted on articles 
shipped there. Under 19 U.S.C. 1313, 
drawback of Customs duty is not al-
lowed on articles shipped to Puerto 
Rico, the U.S. Virgin Islands, American 
Samoa, Wake Island, Midway Islands, 
Kingman Reef, Guam, Canton Island, 
Enderbury Island, Johnston Island, or 
Palmyra Island.

§ 191.6 Authority to sign drawback 
documents. 

(a) Documents listed in paragraph (b) 
of this section shall be signed only by 
one of the following: 

(1) The president, a vice-president, 
secretary, treasurer, or any other em-
ployee legally authorized to bind the 
corporation; 

(2) A full partner of a partnership; 
(3) The owner of a sole proprietor-

ship; 
(4) Any employee of the business en-

tity with a power of attorney; 
(5) An individual acting on his or her 

own behalf; or 
(6) A licensed Customs broker with a 

power of attorney. 
(b) The following documents require 

execution in accordance with para-
graph (a) of this section: 

(1) Drawback entries; 
(2) Certificates of delivery; 
(3) Certificates of manufacture and 

delivery; 
(4) Notices of Intent to Export, De-

stroy, or Return Merchandise for Pur-
poses of Drawback; 

(5) Certifications of exporters on bills 
of lading or evidence of exportation 
(see §§ 191.28 and 191.82 of this part); and 

(6) Abstracts, schedules and extracts 
from monthly abstracts if not included 
as part of a drawback claim. 

(c) The following documents (see also 
part 177 of this chapter) may be exe-
cuted by one of the persons described 
in paragraph (a) of this section or by 
any other individual legally authorized 
to bind the person (or entity) for whom 
the document is executed: 

(1) A letter of notification of intent 
to operate under a general manufac-
turing drawback ruling under § 191.7 of 
this part; 

(2) An application for a specific man-
ufacturing drawback ruling under 
§ 191.8 of this part; 

(3) A request for a nonbinding pre-
determination of commercial inter-
changeability under § 191.32(c) of this 
part; 

(4) An application for waiver of prior 
notice under § 191.91 of this part; 

(5) An application for approval of ac-
celerated payment of drawback under 
§ 191.92 of this part; and 

(6) An application for certification in 
the Drawback Compliance Program 
under § 191.193 of this part. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
15288, Mar. 31, 1998; 63 FR 27489, May 19, 1998]

§ 191.7 General manufacturing draw-
back ruling. 

(a) Purpose; eligibility. General manu-
facturing drawback rulings are de-
signed to simplify drawback for certain 
common manufacturing operations but 
do not preclude or limit the use of ap-
plications for specific manufacturing 
drawback rulings (see § 191.8). A manu-
facturer or producer engaged in an op-
eration that falls within a published 
general manufacturing drawback rul-
ing may submit a letter of notification 
of intent to operate under that general 
ruling. Where a separately-incor-
porated subsidiary of a parent corpora-
tion is engaged in manufacture or pro-
duction for drawback, the subsidiary is 
the proper party to submit the letter of 
notification, and cannot operate under 
a letter of notification submitted by 
the parent corporation. 

(b) Procedures. (1) Publication. General 
manufacturing drawback rulings are 
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contained in appendix A to this part. 
As deemed necessary by Customs, new 
general manufacturing drawback rul-
ings will be issued as Treasury Deci-
sions and added to the appendix there-
after. 

(2) Submission. (i) Where filed. Letters 
of notification of intent to operate 
under a general manufacturing draw-
back ruling shall be submitted to any 
drawback office where drawback en-
tries will be filed and liquidated, pro-
vided that the general manufacturing 
drawback ruling will be followed with-
out variation. If there is any variation 
in the general manufacturing drawback 
ruling, the manufacturer or producer 
shall apply for a specific manufac-
turing drawback ruling under § 191.8 of 
this subpart. 

(ii) Copies. Letters of notification of 
intent shall be submitted in duplicate 
unless claims are to be filed at more 
than one drawback office, in which 
case one additional copy of the letter 
of notification shall be filed for each 
additional office. Upon issuance of a 
letter of acknowledgment (paragraph 
(c)(1) of this section), the drawback of-
fice with which the letter of notifica-
tion is submitted shall forward the ad-
ditional copy to such additional of-
fice(s), with a copy of the letter of ac-
knowledgment. 

(3) Information required. Each manu-
facturer or producer submitting a let-
ter of notification of intent to operate 
under a general manufacturing draw-
back ruling under this section must 
provide the following specific detailed 
information: 

(i) Name and address of manufacturer 
or producer (if the manufacturer or 
producer is a separately-incorporated 
subsidiary of a corporation, the sub-
sidiary corporation must submit a let-
ter of notification in its own name); 

(ii) In the case of a business entity, 
the names of the persons listed in 
§ 191.6(a)(1) through (6) who will sign 
drawback documents; 

(iii) Locations of the factories which 
will operate under the letter of notifi-
cation; 

(iv) Identity (by T.D. number and 
title) of the general manufacturing 
drawback ruling under which the man-
ufacturer or producer will operate; 

(v) Description of the merchandise 
and articles, unless specifically de-
scribed in the general manufacturing 
drawback ruling; 

(vi) Description of the manufacturing 
or production process, unless specifi-
cally described in the general manufac-
turing drawback ruling; 

(vii) Basis of claim used for calcu-
lating drawback; and 

(viii) IRS (Internal Revenue Service) 
number (with suffix) of the manufac-
turer or producer. 

(c) Review and action by Customs. The 
drawback office to which the letter of 
notification of intent to operate under 
a general manufacturing drawback rul-
ing was submitted shall review the let-
ter of notification of intent. 

(1) Acknowledgment. The drawback of-
fice shall promptly issue a letter of ac-
knowledgment, acknowledging receipt 
of the letter of intent and authorizing 
the person to operate under the identi-
fied general manufacturing drawback 
ruling, subject to the requirements and 
conditions of that general manufac-
turing drawback ruling and the law 
and regulations, to the person who sub-
mitted the letter of notification if: 

(i) The letter of notification is com-
plete (i.e., containing the information 
required in paragraph (b)(3) of this sec-
tion); 

(ii) The general manufacturing draw-
back ruling identified by the manufac-
turer or producer is applicable to the 
manufacturing or production process; 

(iii) The general manufacturing 
drawback ruling identified by the man-
ufacturer or producer is followed with-
out variation; and 

(iv) The described manufacturing or 
production process is a manufacture or 
production under § 191.2(q) of this sub-
part. 

(2) Computer-generated number. With 
the letter of acknowledgment the 
drawback office shall include the 
unique computer-generated number as-
signed to the acknowledgment of the 
letter of notification of intent to oper-
ate. This number must be stated when 
the person files manufacturing draw-
back claims with Customs under the 
general manufacturing drawback rul-
ing. 
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(3) Non-conforming letters of notifica-
tion of intent. If the letter of notifica-
tion of intent to operate does not meet 
the requirements of paragraph (c)(1) of 
this section in any respect, the draw-
back office shall promptly and in writ-
ing specifically advise the person of 
this fact and why this is so. A letter of 
notification of intent to operate which 
is not acknowledged may be resub-
mitted to the drawback office with 
which it was initially submitted with 
modifications and/or explanations ad-
dressing the reasons given for non-ac-
knowledgment, or the matter may be 
referred (by letter from the manufac-
turer or producer) to Customs Head-
quarters (Attention: Duty and Refund 
Determination Branch, Office of Regu-
lations and Rulings). 

(d) Duration. Acknowledged letters of 
notification under this section shall re-
main in effect under the same terms as 
provided for in § 191.8(h) for specific 
manufacturing drawback rulings.

§ 191.8 Specific manufacturing draw-
back ruling. 

(a) Applicant. Unless operating under 
a general manufacturing drawback rul-
ing (see § 191.7), each manufacturer or 
producer of articles intended to be 
claimed for drawback shall apply for a 
specific manufacturing drawback rul-
ing. Where a separately-incorporated 
subsidiary of a parent corporation is 
engaged in manufacture or production 
for drawback, the subsidiary is the 
proper party to apply for a specific 
manufacturing drawback ruling, and 
cannot operate under any specific man-
ufacturing drawback ruling approved 
in favor of the parent corporation. 

(b) Sample application. Sample for-
mats for applications for specific man-
ufacturing drawback rulings are con-
tained in appendix B to this part. 

(c) Content of application. The appli-
cation of each manufacturer or pro-
ducer shall include the following infor-
mation as applicable: 

(1) Name and address of the appli-
cant; 

(2) Internal Revenue Service (IRS) 
number (with suffix) of the applicant; 

(3) Description of the type of business 
in which engaged; 

(4) Description of the manufacturing 
or production process, which shows 

how the designated and substituted 
merchandise are used to make the arti-
cle that is to be exported or destroyed; 

(5) In the case of a business entity, 
the names of persons listed in 
§ 191.6(a)(1) through (6) who will sign 
drawback documents; 

(6) Description of the imported mer-
chandise including specifications; 

(7) Description of the exported arti-
cle; 

(8) Basis of claim for calculating 
manufacturing drawback; 

(9) Summary of the records kept to 
support claims for drawback; and 

(10) Identity and address of the rec-
ordkeeper if other than the claimant. 

(d) Submission. An application for a 
specific manufacturing drawback rul-
ing shall be submitted, in triplicate, to 
Customs Headquarters (Attention: 
Duty and Refund Determination 
Branch, Office of Regulations and Rul-
ings). If drawback claims are to be filed 
under the ruling at more than one 
drawback office, one additional copy of 
the application shall be filed with Cus-
toms Headquarters for each additional 
office. 

(e) Review and action by Customs. Cus-
toms Headquarters shall review the ap-
plication for a specific manufacturing 
drawback ruling. 

(1) Approval. If consistent with the 
drawback law and regulations, Cus-
toms Headquarters shall issue a letter 
of approval to the applicant and shall 
forward 1 copy of the application for 
the specific manufacturing drawback 
ruling to the appropriate drawback of-
fice(s) with a copy of the letter of ap-
proval. Synopses of approved specific 
manufacturing drawback rulings shall 
be published in the weekly Customs 
Bulletin with each synopsis being pub-
lished under an identifying Treasury 
Decision (T.D.). Each specific manufac-
turing drawback ruling shall be as-
signed a unique computer-generated 
manufacturing number which shall be 
included in the letter of approval to 
the applicant from Customs Head-
quarters, shall appear in the published 
synopsis, and must be used when filing 
manufacturing drawback claims with 
Customs. 

(2) Disapproval. If not consistent with 
the drawback law and regulations, Cus-
toms Headquarters shall promptly and 
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in writing inform the applicant that 
the application cannot be approved and 
shall specifically advise the applicant 
why this is so. A disapproved applica-
tion may be resubmitted with modi-
fications and/or explanations address-
ing the reasons given for disapproval, 
or the disapproval may be appealed to 
Customs Headquarters (Attention: Di-
rector, Commercial Rulings Division). 

(f) Schedules and supplemental sched-
ules. When an application for a specific 
manufacturing drawback ruling states 
that drawback is to be based upon a 
schedule filed by the manufacturer or 
producer, the schedule will be reviewed 
by Customs Headquarters. The applica-
tion may include a request for author-
ization for the filing of supplemental 
schedules with the drawback office 
where claims are filed. 

(g) Procedure to modify a specific man-
ufacturing drawback ruling. (1) Supple-
mental application. Except as provided 
for limited modifications in paragraph 
(g)(2) of this section, a manufacturer or 
producer desiring to modify an existing 
specific manufacturing drawback rul-
ing shall submit a supplemental appli-
cation for such a ruling to Customs 
Headquarters (Attention: Duty and Re-
fund Determination Branch, Office of 
Regulations and Rulings). Such a sup-
plemental application may, at the dis-
cretion of the manufacturer or pro-
ducer, be in the form of the original ap-
plication, or it may identify the spe-
cific manufacturing drawback ruling to 
be modified (by T.D. number and 
unique computer-generated number) 
and include only those paragraphs of 
the application to be modified, with a 
statement that all other paragraphs 
are unchanged and are incorporated by 
reference in the supplemental applica-
tion. 

(2) Limited modifications. (i) A supple-
mental application for a specific manu-
facturing drawback ruling shall be sub-
mitted to the drawback office(s) where 
claims are filed if the modifications are 
limited to: 

(A) The location of a factory, or the 
addition of one or more factories where 
the methods followed and records 
maintained are the same as those at 
another factory operating under the 
existing specific manufacturing draw-

back ruling of the manufacturer or pro-
ducer; 

(B) The succession of a sole propri-
etorship, partnership or corporation to 
the operations of a manufacturer or 
producer; 

(C) A change in name of the manufac-
turer or producer; 

(D) A change in the persons who will 
sign drawback documents in the case of 
a business entity; 

(E) A change in the basis of claim 
used for calculating drawback; 

(F) A change in the decision to use or 
not to use an agent under § 191.9 of this 
chapter, or a change in the identity of 
an agent under that section; 

(G) A change in the drawback office 
where claims will be filed under the 
ruling (see paragraph (g)(2)(iii) of this 
section); or 

(H) Any combination of the foregoing 
changes. 

(ii) A limited modification, as pro-
vided for in this paragraph, shall con-
tain only the modifications to be made, 
in addition to identifying the specific 
manufacturing drawback ruling and 
being signed by an authorized person. 
To effect a limited modification, the 
manufacturer or producer shall file 
with the drawback office(s) where 
claims are filed (with a copy to Cus-
toms Headquarters, Attention, Duty 
and Refund Determination Branch, Of-
fice of Regulations and Rulings) a let-
ter stating the modifications to be 
made. The drawback office shall 
promptly acknowledge, in writing, ac-
ceptance of the limited modifications, 
with a copy to Customs Headquarters, 
Attention, Duty and Refund Deter-
mination Branch, Office of Regulations 
and Rulings. 

(iii) To effect a change in the draw-
back office where claims will be filed, 
the manufacturer or producer shall file 
with the new drawback office where 
claims will be filed, a written applica-
tion to file claims at that office, with 
a copy of the application and approval 
letter under which claims are currently 
filed. The manufacturer or producer 
shall provide a copy of the written ap-
plication to file claims at the new 
drawback office to the drawback office 
where claims are currently filed. 

(h) Duration. Subject to 19 U.S.C. 1625 
and part 177 of this chapter, a specific 
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manufacturing drawback ruling under 
this section shall remain in effect in-
definitely unless: 

(1) No drawback claim or certificate 
of manufacture and delivery is filed 
under the ruling for a period of 5 years 
and notice of termination is published 
in the Customs Bulletin; or 

(2) The manufacturer or producer to 
whom approval of the ruling was issued 
files a request to terminate the ruling, 
in writing, with Customs Headquarters. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
15288, Mar. 31, 1998]

§ 191.9 Agency. 

(a) General. An owner of the identi-
fied merchandise, the designated im-
ported merchandise and/or the sub-
stituted other merchandise that is used 
to produce the exported articles may 
employ another person to do part, or 
all, of the manufacture or production 
under 19 U.S.C. 1313(a) or (b) and 
§ 191.2(q) of this subpart. For purposes 
of this section, such owner is the prin-
cipal and such other person is the 
agent. Under 19 U.S.C. 1313(b), the prin-
cipal shall be treated as the manufac-
turer or producer of merchandise used 
in manufacture or production by the 
agent. The principal must be able to es-
tablish by its manufacturing records, 
the manufacturing records of its 
agent(s), or the manufacturing records 
of both (or all) parties, compliance 
with all requirements of this part (see, 
in particular, § 191.26 of this part). 

(b) Requirements. (1) Contract. The 
manufacturer must establish that it is 
the principal in a contract between it 
and its agent who actually does the 
work on either the designated or sub-
stituted merchandise, or both, for the 
principal. The contract must include: 

(i) Terms of compensation to show 
that the relationship is an agency rath-
er than a sale; 

(ii) How transfers of merchandise and 
articles will be recorded by the prin-
cipal and its agent; 

(iii) The work to be performed on the 
merchandise by the agent for the prin-
cipal; 

(iv) The degree of control that is to 
be exercised by the principal over the 
agent’s performance of work; 

(v) The party who is to bear the risk 
of loss on the merchandise while it is 
in the agent’s custody; and 

(vi) The period that the contract is in 
effect. 

(2) Ownership of the merchandise by the 
principal. The records of the principal 
and/or the agent must establish that 
the principal had legal and equitable 
title to the merchandise before receipt 
by the agent. The right of the agent to 
assert a lien on the merchandise for 
work performed does not derogate the 
principal’s ownership interest under 
this section. 

(3) Sales prohibited. The relationship 
between the principal and agent must 
not be that of a seller and buyer. If the 
parties’ records show that, with respect 
to the merchandise that is the subject 
of the principal-agent contract, the 
merchandise is sold to the agent by the 
principal, or the articles manufactured 
by the agent are sold to the principal 
by the agent, those records are inad-
equate to establish existence of a prin-
cipal-agency relationship under this 
section. 

(c) Specific manufacturing drawback 
rulings; general manufacturing drawback 
rulings. (1) Owner. An owner who in-
tends to operate under the principal-
agent procedures of this section must 
state that intent in any letter of notifi-
cation of intent to operate under a gen-
eral manufacturing drawback ruling 
filed under § 191.7 of this subpart or in 
any application for a specific manufac-
turing drawback ruling filed under 
§ 191.8 of this subpart. 

(2) Agent. Each agent operating under 
this section must have filed a letter of 
notification of intent to operate under 
a general manufacturing drawback rul-
ing (see § 191.7), for an agent, covering 
the articles manufactured or produced, 
or have obtained a specific manufac-
turing drawback ruling (see § 191.8), as 
appropriate. 

(d) Certificate; Drawback entry; Certifi-
cate of manufacture and delivery. (1) 
Contents of certificate; when filing not re-
quired. Principals and agents operating 
under this section are not required to 
file a certificate of delivery (for the 
merchandise transferred from the prin-
cipal to the agent) or a certificate of 
manufacture and delivery (for the arti-
cles transferred from the agent to the 
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principal). The principal for whom 
processing is conducted under this sec-
tion shall file, with any drawback 
claim or certificate of manufacture and 
delivery based on an article manufac-
tured or produced under the principal-
agent procedures in this section, a cer-
tificate, subject to the recordkeeping 
requirements of §§ 191.15 of this subpart 
and 191.26 of this part, certifying that 
upon request by Customs it can estab-
lish the following: 

(i) Quantity, kind and quality of mer-
chandise transferred from the principal 
to the agent; 

(ii) Date of transfer of the merchan-
dise from the principal to the agent; 

(iii) Date of manufacturing or pro-
duction operations performed by the 
agent; 

(iv) Total quantity and description of 
merchandise appearing in or used in 
manufacturing or production oper-
ations performed by the agent; 

(v) Total quantity and description of 
articles produced in manufacturing or 
production operations performed by 
the agent; 

(vi) Quantity, kind and quality of ar-
ticles transferred from the agent to the 
principal; and 

(vii) Date of transfer of the articles 
from the agent to the principal. 

(2) Blanket certificate. The certificate 
required under paragraph (d)(1) of this 
section may be a blanket certificate 
for a particular kind and quality of 
merchandise for a stated period.

§ 191.10 Certificate of delivery. 
(a) Purpose; when required. A party 

who: imports and pays duty on im-
ported merchandise; receives imported 
merchandise; in the case of 19 U.S.C. 
1313(j)(2), receives imported merchan-
dise, commercially interchangeable 
merchandise, or any combination of 
imported and commercially inter-
changeable merchandise; or receives an 
article manufactured or produced 
under 19 U.S.C. 1313(a) and/or (b): may 
transfer such merchandise or manufac-
tured article to another party. The 
party shall record this transfer by pre-
paring and issuing in favor of such 
other party a certificate of delivery, 
certified by the importer or other 
party through whose possession the 
merchandise or manufactured article 

passed (see paragraph (c) of this sec-
tion). A certificate of delivery issued 
with respect to the delivered merchan-
dise or article: 

(1) Documents the transfer of that 
merchandise or article; 

(2) Identifies such merchandise or ar-
ticle as being that to which a potential 
right to drawback exists; and 

(3) Assigns such right to the trans-
feree (see § 191.82 of this part). 

(b) Required information. The certifi-
cate of delivery must include the fol-
lowing information: 

(1) The party to whom the merchan-
dise or articles are delivered; 

(2) Date of delivery; 
(3) Import entry number; 
(4) Quantity delivered; 
(5) Total duty paid on, or attrib-

utable to, the delivered merchandise; 
(6) Date certificate was issued; 
(7) Date of importation; 
(8) Port where import entry filed; 
(9) Person from whom received; 
(10) Description of the merchandise 

delivered; 
(11) The HTSUS number with a min-

imum of 6 digits, for the designated im-
ported merchandise (such HTSUS num-
ber shall be from the entry summary 
and other entry documentation for the 
merchandise unless the issuer of the 
certificate of delivery received the 
merchandise under another certificate 
of delivery, or a certificate of manufac-
ture and delivery, in which case such 
HTSUS number shall be from the other 
certificate); and 

(12) If the merchandise transferred is 
substituted for the designated im-
ported merchandise under 19 U.S.C. 
1313(j)(2), the HTSUS or Schedule B 
commodity number, with a minimum 
of 6 digits. 

(c) Intermediate transfer. (1) Imported 
merchandise. If the imported merchan-
dise was not delivered directly from 
the importer to the manufacturer, or 
from the importer to the exporter (or 
destroyer), each intermediate transfer 
of the imported merchandise shall be 
documented by means of a certificate 
of delivery issued in favor of the re-
ceiving party, and certified by the per-
son through whose possession the mer-
chandise passed. 

(2) Manufactured article. If the article 
manufactured or produced under 19 
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U.S.C. 1313 (a) or (b) is not delivered di-
rectly from the manufacturer to the 
exporter (or destroyer), each transfer 
after the transfer from the manufac-
turer (which shall be documented by 
means of a certificate of manufacture 
and delivery) shall be documented by 
means of a certificate of delivery, 
issued in favor of the receiving party, 
and certified by the person through 
whose possession the article passed. 

(d) Retention period; supporting 
records. Records supporting the infor-
mation required on the certificate(s) of 
delivery, as listed in paragraph (b) of 
this section, must be retained by the 
issuing party for 3 years from the date 
of payment of the related claim or 
longer period if required by law (see 19 
U.S.C. 1508(c)(3)). 

(e) Retention; submission to Customs. 
The certificate of delivery shall be re-
tained by the party to whom the mer-
chandise or article covered by the cer-
tificate was delivered. Customs may re-
quest the certificate from the claimant 
for the drawback claim based upon the 
certificate (see §§ 191.51, 191.52). If the 
certificate is requested by Customs, 
but is not provided by the claimant, 
the part of the drawback claim depend-
ent on that certificate will be denied. 

(f) Warehouse transfer and with-
drawals. The person in whose name 
merchandise is withdrawn from a bond-
ed warehouse shall be considered the 
importer for drawback purposes. No 
certificate of delivery is required cov-
ering prior transfers of merchandise 
while in a bonded warehouse.

§ 191.11 Tradeoff. 
(a) Exchanged merchandise. To comply 

with §§ 191.21 and 191.22 of this part, the 
use of domestic merchandise taken in 
exchange for imported merchandise of 
the same kind and quality (as defined 
in § 191.2(x)(1) of this part for purposes 
of 19 U.S.C. 1313(b)) shall be treated as 
use of the imported merchandise if no 
certificate of delivery is issued cov-
ering the transfer of the imported mer-
chandise. This provision shall be 
known as tradeoff and is authorized by 
§ 313(k) of the Act, as amended (19 
U.S.C. 1313(k)). 

(b) Requirements. Tradeoff must occur 
between two separate legal entities but 
it is not necessary that the entity ex-

changing the imported merchandise be 
the importer thereof. In addition, 
tradeoff must consist of an exchange of 
same kind and quality merchandise 
and nothing else (the exchange may be 
of different quantities of same kind and 
quality merchandise, but may not in-
volve the payment or receipt of cash 
payments or other than same kind and 
quality merchandise). If the quantities 
of merchandise exchanged are dif-
ferent, the lesser quantity shall be the 
quantity available for drawback. If the 
quantity of domestic merchandise re-
ceived is greater than the quantity of 
imported merchandise exchanged, the 
merchandise identified for drawback 
shall be the portion of the domestic 
merchandise equal to the quantity of 
imported merchandise which is first re-
ceived. 

(c) Application. Each would-be user of 
tradeoff, except those operating under 
an approved specific manufacturing 
drawback ruling covering substitution, 
must apply to the Duty and Refund De-
termination Branch, Office of Regula-
tions and Rulings, Customs Head-
quarters, for a determination of wheth-
er the imported and domestic merchan-
dise are of the same kind and quality. 
For those users manufacturing under 
substitution drawback, this request 
should be contained in the application 
for a specific manufacturing drawback 
ruling (§ 191.8). For those users manu-
facturing under a general manufac-
turing drawback ruling (§ 191.7), the re-
quest should be made by a separate let-
ter. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
15288, Mar. 31, 1998]

§ 191.12 Claim filed under incorrect 
provision. 

A drawback claim filed pursuant to 
any provision of § 313 of the Act, as 
amended (19 U.S.C. 1313) may be 
deemed filed pursuant to any other 
provision thereof should the drawback 
office determine that drawback is not 
allowable under the provision as origi-
nally filed, but that it is allowable 
under such other provision. To be al-
lowable under such other provision, the 
claim must meet each of the require-
ments of such provision. The claimant 
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may raise alternative provisions prior 
to liquidation or by protest. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
15288, Mar. 31, 1998]

§ 191.13 Packaging materials. 
(a) Imported packaging material. Draw-

back of duties is provided in § 313(q)(1) 
of the Act, as amended (19 U.S.C. 
1313(q)(1)), on imported packaging ma-
terial when used to package or repack-
age merchandise or articles exported or 
destroyed pursuant to § 313(a), (b), (c), 
or (j) of the Act, as amended (19 U.S.C. 
1313(a), (b), (c), or (j)). Drawback is pay-
able on the packaging material pursu-
ant to the particular drawback provi-
sion to which the packaged goods 
themselves are subject. The drawback 
will be based on the duty, tax or fee 
paid on the importation of the pack-
aging material. The packaging mate-
rial must be separately identified on 
the claim, and all other information 
and documents required for the par-
ticular drawback provision under 
which the claim is made shall be pro-
vided for the packaging material. 

(b) Packaging material manufactured in 
United States from imported materials. 
Drawback of duties is provided in 
§ 313(q)(2) of the Act, as amended (19 
U.S.C. 1313(q)(2)), on packaging mate-
rial that is manufactured or produced 
in the United States from imported 
materials and used to package or re-
package articles that are exported or 
destroyed under § 313(a) or (b) of the 
Act, as amended (19 U.S.C. 1313(a) or 
(b)). Drawback is payable on the pack-
aging material under the particular 
manufacturing drawback provision to 
which the packaged articles them-
selves are subject, either 19 U.S.C. 
1313(a) or (b), as applicable. The draw-
back will be based on the duty, tax, or 
fee that is paid on the imported mer-
chandise used to manufacture or 
produce the packaging material. The 
packaging material and the imported 
merchandise used in its manufacture or 
production must be separately identi-
fied on the claim, and all other infor-
mation and documents required for the 
particular drawback provision under 
which the claim is made must be pro-
vided for the packaging material as 
well as the imported merchandise used 
in its manufacture or production, for 

purposes of determining the applicable 
drawback payable. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998, as 
amended by T.D. 02–16, 67 FR 16637, Apr. 8, 
2002]

§ 191.14 Identification of merchandise 
or articles by accounting method. 

(a) General. This section provides for 
the identification of merchandise or ar-
ticles for drawback purposes by the use 
of accounting methods. This section 
applies to identification of merchan-
dise or articles in inventory or storage, 
as well as identification of merchan-
dise used in manufacture or production 
(see § 191.2(h) of this subpart). This sec-
tion is not applicable to situations in 
which the drawback law authorizes 
substitution (substitution is allowed in 
specified situations under 19 U.S.C. 
1313(b), 1313(j)(2), 1313(k), and 1313(p); 
this section does apply to situations in 
these subsections in which substitution 
is not allowed, as well as to the sub-
sections of the drawback law under 
which no substitution is allowed). 
When substitution is authorized, mer-
chandise or articles may be substituted 
without reference to this section, 
under the criteria and conditions spe-
cifically authorized in the statutory 
and regulatory provisions providing for 
the substitution. 

(b) Conditions and criteria for identi-
fication by accounting method. Manufac-
turers, producers, claimants, or other 
appropriate persons may identify for 
drawback purposes lots of merchandise 
or articles under this section, subject 
to each of the following conditions and 
criteria: 

(1) The lots of merchandise or arti-
cles to be so identified must be fun-
gible (see § 191.2(o) of this part); 

(2) The person using the identifica-
tion method must be able to establish 
that inventory records (for example, 
material control records), prepared and 
used in the ordinary course of business, 
account for the lots of merchandise or 
articles to be identified as being re-
ceived into and withdrawn from the 
same inventory. Even if merchandise 
or articles are received or withdrawn 
at different geographical locations, if 
such inventory records treat receipts 
or withdrawals as being from the same 
inventory, those inventory records 
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may be used to identify the merchan-
dise or articles under this section, sub-
ject to the conditions of this section. If 
any such inventory records (that is, in-
ventory records prepared and used in 
the ordinary course of business) treat 
receipts and withdrawals as being from 
different inventories, those inventory 
records must be used and receipts into 
or withdrawals from the different in-
ventories may not be accounted for to-
gether. If units of merchandise or arti-
cles can be specifically identified (for 
example, by serial number), the mer-
chandise or articles must be specifi-
cally identified and may not be identi-
fied by accounting method, unless it is 
established that inventory records, pre-
pared and used in the ordinary course 
of business, treat the merchandise or 
articles to be identified as being re-
ceived into and withdrawn from the 
same inventory (subject to the above 
conditions); 

(3) Unless otherwise provided in this 
section or specifically approved by Cus-
toms (by a binding ruling under part 
177 of this chapter), all receipts (or in-
puts) into and all withdrawals from the 
inventory must be recorded in the ac-
counting record; 

(4) The records which support any 
identification method under this sec-
tion are subject to verification by Cus-
toms (see § 191.61 of this part). If Cus-
toms requests such verification, the 
person using the identification method 
must be able to demonstrate how, 
under generally accepted accounting 
procedures, the records which support 
the identification method used account 
for all merchandise or articles in, and 
all receipts into and withdrawals from, 
the inventory, and the drawback per 
unit for each receipt and withdrawal; 
and 

(5) Any accounting method which is 
used by a person for drawback purposes 
under this section must be used with-
out variation with other methods for a 
period of at least one year, unless ap-
proval is given by Customs for a short-
er period. 

(c) Approved accounting methods. The 
following accounting methods are ap-
proved for use in the identification of 
merchandise or articles for drawback 
purposes under this section. 

(1) First-in, first-out (FIFO). (i) Gen-
eral. The FIFO method is the method 
by which fungible merchandise or arti-
cles are identified by recordkeeping on 
the basis of the first merchandise or ar-
ticles received into the inventory. 
Under this method, withdrawals are 
from the oldest (first-in) merchandise 
or articles in the inventory at the time 
of withdrawal. 

(ii) Example. If the beginning inven-
tory is zero, 100 units with $1 drawback 
attributable per unit are received in in-
ventory on the 2nd of the month, 50 
units with no drawback attributable 
per unit are received into inventory on 
the 5th of the month, 75 units are with-
drawn for domestic (non-export) ship-
ment on the 10th of the month, 75 units 
with $2 drawback attributable per unit 
are received in inventory on the 15th of 
the month, 100 units are withdrawn for 
export on the 20th of the month, and no 
other receipts or withdrawals occurred 
in the month, the drawback attrib-
utable to the 100 units withdrawn for 
export on the 20th is a total of $75 (25 
units from the receipt on the 2nd with 
$1 drawback attributable per unit, 50 
units from the receipt on the 5th with 
no drawback attributable per unit, and 
25 units from the receipt on the 15th 
with $2 drawback attributable per 
unit). The basis of the foregoing and 
the effects on the inventory of the re-
ceipts and withdrawals, and balance in 
the inventory thereafter are as follows: 
On the 2nd of the month the receipt of 
100 units ($1 drawback/unit) results in a 
balance of that amount; the receipt of 
50 units ($0 drawback/unit) on the 5th 
results in a balance of 150 units (100 
with $1 drawback/unit and 50 with $0 
drawback/unit); the withdrawal on the 
10th of 75 units ($1 drawback/unit) re-
sults in a balance of 75 units (25 with $1 
drawback/unit and 50 with $0 drawback/
unit); the receipt of 75 units ($2 draw-
back/unit) on the 15th results in a bal-
ance of 150 units (25 with $1 drawback/
unit, 50 with $0 drawback/unit, and 75 
with $2 drawback/unit); the withdrawal 
on the 20th of 100 units (25 with $1 
drawback/unit, 50 with $0 drawback/
unit, and 25 with $2 drawback unit) re-
sults in a balance of 50 units (all 50 
with $2 drawback/unit). 

(2) Last-in, first out (LIFO). (i) Gen-
eral. The LIFO method is the method 
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by which fungible merchandise or arti-
cles are identified by recordkeeping on 
the basis of the last merchandise or ar-
ticles received into the inventory. 
Under this method, withdrawals are 
from the newest (last-in) merchandise 
or articles in the inventory at the time 
of withdrawal. 

(ii) Example. In the example in para-
graph (c)(1)(ii) of this section, the 
drawback attributable to the 100 units 
withdrawn for export on the 20th is a 
total of $175 (75 units from the receipt 
on the 15th with $2 drawback attrib-
utable per unit and 25 units from the 
receipt on the 2nd with $1 drawback at-
tributable per unit). The basis of the 
foregoing and the effects on the inven-
tory of the receipts and withdrawals, 
and balance in the inventory thereafter 
are as follows: On the 2nd of the month 
the receipt of 100 units ($1 drawback/
unit) results in a balance of that 
amount; the receipt of 50 units ($0 
drawback/unit) on the 5th results in a 
balance of 150 units (100 with $1 draw-
back/unit and 50 with $0 drawback/
unit); the withdrawal on the 10th of 75 
units (50 with $0 drawback/unit and 25 
with $1 drawback/unit) results in a bal-
ance of 75 units (all with $1 drawback/
unit); the receipt of 75 units ($2 draw-
back/unit) on the 15th results in a bal-
ance of 150 units (75 with $1 drawback/
unit and 75 with $2 drawback/unit); the 
withdrawal on the 20th of 100 units (75 
with $2 drawback/unit and 25 with $1 
drawback/unit) results in a balance of 
50 units (all 50 with $1 drawback/unit). 

(3) Low-to-high. (i) General. The low-
to-high method is the method by which 
fungible merchandise or articles are 
identified by recordkeeping on the 
basis of the lowest drawback amount 
per unit of the merchandise or articles 
in inventory. Merchandise or articles 
with no drawback attributable to them 
(for example, domestic merchandise or 
duty-free merchandise) must be ac-
counted for and are treated as having 
the lowest drawback attributable to 
them. Under this method, withdrawals 
are from the merchandise or articles 
with the least amount of drawback at-
tributable to them, then those with the 
next higher amount, and so forth. If 
the same amount of drawback is attrib-
utable to more than one lot of mer-
chandise or articles, withdrawals are 

from the oldest (first-in) merchandise 
or articles among those lots with the 
same amount of drawback attributable. 
Drawback requirements are applicable 
to withdrawn merchandise or articles 
as identified (for example, if the mer-
chandise or articles identified were at-
tributable to an import more than 5 
years (more than 3 years for unused 
merchandise drawback) before the 
claimed export, no drawback could be 
granted). 

(ii) Ordinary. (A) Method. Under the 
ordinary low-to-high method, all re-
ceipts into and all withdrawals from 
the inventory are recorded in the ac-
counting record and accounted for so 
that each withdrawal, whether for ex-
port or domestic shipment, is identi-
fied by recordkeeping on the basis of 
the lowest drawback amount per unit 
of the merchandise or articles avail-
able in the inventory. 

(B) Example. In this example, the be-
ginning inventory is zero, and receipts 
into and withdrawals from the inven-
tory are as follows:

Date Receipt
($ per unit) Withdrawals 

Jan. 2 ................. 100 (zero).
Jan. 5 ................. 50 ($1.00).
Jan. 15 ............... ............................ 50 (export). 
Jan. 20 ............... 50 ($1.01).
Jan. 25 ............... 50 ($1.02).
Jan. 28 ............... ............................ 50 (domestic). 
Jan. 31 ............... 50 ($1.03).
Feb. 5 ................ ............................ 100 (export). 
Feb. 10 .............. 50 ($.95).
Feb. 15 .............. ............................ 50 (export). 
Feb. 20 .............. 50 (zero).
Feb. 23 .............. ............................ 50 (domestic). 
Feb. 25 .............. 50 ($1.05).
Feb. 28 .............. ............................ 100 (export). 
Mar. 5 ................ 50 ($1.06).
Mar. 10 .............. 50 ($.85).
Mar. 15 .............. ............................ 50 (export). 
Mar. 21 .............. ............................ 50 (domestic). 
Mar. 20 .............. 50 ($1.08).
Mar. 25 .............. 50 ($.90).
Mar. 31 .............. ............................ 100 (export). 

The drawback attributable to the 
January 15 withdrawal for export is 
zero (the available receipt with the 
lowest drawback amount per unit is 
the January 2 receipt), the drawback 
attributable to the January 28 with-
drawal for domestic shipment (no 
drawback) is zero (the remainder of the 
January 2 receipt), the drawback at-
tributable to the February 5 with-
drawal for export is $100.50 (the Janu-
ary 5 and January 20 receipts), the 
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drawback attributable to the February 
15 withdrawal for export is $47.50 (the 
February 10 receipt), the drawback at-
tributable to the February 23 with-
drawal for domestic shipment (no 
drawback) is zero (the February 20 re-
ceipt), the drawback attributable to 
the February 28 withdrawal for export 
is $102.50 (the January 25 and January 
31 receipts), the drawback attributable 
to the March 15 withdrawal for export 
is $42.50 (the March 10 receipt), the 
drawback attributable to the March 21 
withdrawal for domestic shipment (no 
drawback) is $52.50 (the February 25 re-
ceipt), and the drawback attributable 
to the March 31 withdrawal for export 
is $98.00 (the March 25 and March 5 re-
ceipts). Remaining in inventory is the 
March 20 receipt of 50 units ($1.08 draw-
back/unit). Total drawback attrib-
utable to withdrawals for export in this 
example would be $391.00. 

(iii) Low-to-high method with estab-
lished average inventory turn-over period. 
(A) Method. Under the low-to-high 
method with established average in-
ventory turn-over period, all receipts 
into and all withdrawals for export are 
recorded in the accounting record and 
accounted for so that each withdrawal 
is identified by recordkeeping on the 
basis of the lowest drawback amount 
per available unit of the merchandise 
or articles received into the inventory 
in the established average inventory 
turn-over period preceding the with-
drawal. 

(B) Accounting for withdrawals (for do-
mestic shipments and for export). Under 
this method, domestic withdrawals 
(withdrawals for domestic shipment) 
are not accounted for and do not affect 
the available units of merchandise or 
articles. All withdrawals for export 
must be accounted for whether or not 
drawback is available or claimed on 
the withdrawals. Once a withdrawal for 
export is made and accounted for under 
this method, the merchandise or arti-
cles withdrawn are no longer available 
for identification. 

(C) Establishment of inventory turn-
over period. For purposes of this sec-
tion, average inventory turn-over pe-
riod is based on the rate of withdrawal 
from inventory and represents the time 
in which all of the merchandise or arti-
cles in the inventory at a given time 

must have been withdrawn. To estab-
lish an average of this time, at least 1 
year, or three (3) turn-over periods (if 
inventory turns over less than 3 times 
per year), must be averaged. The inven-
tory turn-over period must be that for 
the merchandise or articles to be iden-
tified, except that if the person using 
the method has more than one kind of 
merchandise or articles with different 
inventory turn-over periods, the long-
est average turn-over period estab-
lished under this section may be used 
(instead of using a different inventory 
turn-over period for each kind of mer-
chandise or article). 

(D) Example. In the example in para-
graph (c)(3)(ii)(B) of this section (but, 
as required for this method, without 
accounting for domestic withdrawals, 
and with an established average inven-
tory turn-over period of 30 days), the 
drawback attributable to the January 
15 withdrawal for export is zero (the 
available receipt in the preceding 30 
days with the lowest amount of draw-
back is the January 2 receipt, of which 
50 units will remain after the with-
drawal), the drawback attributable to 
the February 5 withdrawal for export is 
$101.50 (the January 20 and January 25 
receipts), the drawback attributable to 
the February 15 withdrawal for export 
is $47.50 (the February 10 receipt), the 
drawback attributable to the February 
28 withdrawal for export is $51.50 (the 
February 20 and January 31 receipts), 
the drawback attributable to the 
March 15 withdrawal for export is $42.50 
(the March 10 receipt), and the draw-
back attributable to the March 31 with-
drawal for export is $98.00 (the March 
25 and March 5 receipts). No drawback 
may be claimed on the basis of the Jan-
uary 5 receipt or the February 25 re-
ceipt because in the case of each, there 
were insufficient withdrawals for ex-
port within the established average in-
ventory turn-over period; the 50 units 
remaining from the January 2 receipt 
after the January 15 withdrawal are 
not identified for a withdrawal for ex-
port because there is no other with-
drawal for export (other than the Janu-
ary 15 withdrawal) within the estab-
lished average inventory turn-over pe-
riod; the March 20 receipt (50 units at 
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$1.08) is not yet attributed to with-
drawals for export. Total drawback at-
tributable to withdrawals for export in 
this example would be $341.00. 

(iv) Low-to-high blanket method. (A) 
Method. Under the low-to-high blanket 
method, all receipts into and all with-
drawals for export are recorded in the 
accounting record and accounted for so 
that each withdrawal is identified by 
recordkeeping on the basis of the low-
est drawback amount per available 
unit of the merchandise or articles re-
ceived into inventory in the period pre-
ceding the withdrawal equal to the 
statutory period for export under the 
kind of drawback involved (e.g., 180 
days under 19 U.S.C. 1313(p), 3 years 
under 19 U.S.C. 1313(c) and 1313(j), and 5 
years otherwise under 19 U.S.C. 1313(i)). 
Drawback requirements are applicable 
to withdrawn merchandise or articles 
as identified (for example, if the mer-
chandise or articles identified were at-
tributable to an import more than 5 
years (more than 3 years for 19 U.S.C. 
1313(j); more than 180 days after the 
date of import or after the close of the 
manufacturing period for 19 U.S.C. 
1313(p)) before the claimed export, no 
drawback could be granted). 

(B) Accounting for withdrawals (for do-
mestic shipments and for export). Under 
this method, domestic withdrawals 
(withdrawals for domestic shipment) 
are not accounted for and do not affect 
the available units of merchandise or 
articles. All withdrawals for export 
must be accounted for whether or not 
drawback is available or claimed on 
the withdrawals. Once a withdrawal for 
export is made and accounted for under 
this method, the merchandise or arti-
cles withdrawn are no longer available 
for identification. 

(C) Example. In the example in para-
graph (c)(3)(ii)(B) of this section (but, 
as required for this method, without 
accounting for domestic withdrawals), 
the drawback attributable to the Janu-
ary 15 withdrawal for export is zero 
(the available receipt in the inventory 
with the lowest amount of drawback is 
the January 2 receipt, of which 50 units 
will remain after the withdrawal), the 
drawback attributable to the February 
5 withdrawal for export is $50.00 (the 
remainder of the January 2 receipt and 
the January 5 receipt), the drawback 

attributable to the February 15 with-
drawal for export is $47.50 (the Feb-
ruary 10 receipt), the drawback attrib-
utable to the February 28 withdrawal 
for export is $50.50 (the February 20 and 
January 20 receipts), the drawback at-
tributable to the March 15 withdrawal 
for export is $42.50 (the March 10 re-
ceipt), and the drawback attributable 
to the March 31 withdrawal for export 
is $96.00 (the March 25 and January 25 
receipts). Receipts not attributed to 
withdrawals for export are the January 
31 (50 units at $1.03), February 25 (50 
units at $1.05), March 5 (50 units at 
$1.06), and March 20 (50 units at $1.08) 
receipts. Total drawback attributable 
to withdrawals for export in this exam-
ple would be $286.50. 

(4) Average. (i) General. The average 
method is the method by which fun-
gible merchandise or articles are iden-
tified on the basis of the calculation by 
recordkeeping of the amount of draw-
back that may be attributed to each 
unit of merchandise or articles in the 
inventory. In this method, the ratio of: 

(A) The total units of a particular re-
ceipt of the fungible merchandise in 
the inventory at the time of a with-
drawal to; 

(B) The total units of all receipts of 
the fungible merchandise (including 
each receipt into inventory) at the 
time of the withdrawal; 

(C) Is applied to the withdrawal, so 
that the withdrawal consists of a pro-
portionate quantity of units from each 
particular receipt and each receipt is 
correspondingly decreased. With-
drawals and corresponding decreases to 
receipts are rounded to the nearest 
whole number. 

(ii) Example. In the example in para-
graph (c)(1)(ii) of this section, the 
drawback attributable to the 100 units 
withdrawn for export on the 20th is a 
total of $133 (50 units from the receipt 
on the 15th with $2 drawback attrib-
utable per unit, 33 units from the re-
ceipt on the 2nd with $1 drawback at-
tributable per unit, and 17 units from 
the receipt on the 5th with $0 drawback 
attributable per unit). The basis of the 
foregoing and the effects on the inven-
tory of the receipts and withdrawals, 
and balance in the inventory thereafter 
are as follows: On the 2nd of the month 
the receipt of 100 units ($1 drawback/

VerDate Jan<31>2003 05:32 Apr 15, 2003 Jkt 200058 PO 00000 Frm 00536 Fmt 8010 Sfmt 8010 Y:\SGML\200058T.XXX 200058T



537

United States Customs Service, Treasury § 191.15

unit) results in a balance of that 
amount; the receipt of 50 units ($0 
drawback/unit) on the 5th results in a 
balance of 150 units (100 with $1 draw-
back/unit and 50 with $0 drawback/
unit); the withdrawal on the 10th of 75 
units (50 with $1 drawback/unit (apply-
ing the ratio of 100 units from the re-
ceipt on the 2nd to the total of 150 
units at the time of withdrawal) and 25 
with $0 drawback/unit (applying the 
ratio of 50 units from the receipt on the 
5th to the total of 150 units at the time 
of withdrawal)) results in a balance of 
75 units (with 50 with $1 drawback/unit 
and 25 with $0 drawback/unit, on the 
basis of the same ratios); the receipt of 
75 units ($2 drawback/unit) on the 15th 
results in a balance of 150 units (50 
with $1 drawback/unit, 25 with $0 draw-
back/unit, and 75 with $2 drawback/
unit); the withdrawal on the 20th of 100 
units (50 with $2 drawback/unit (apply-
ing the ratio of the 75 units from the 
receipt on the 15th to the total of 150 
units at the time of withdrawal), 33 
with $1 drawback/unit (applying the 
ratio of the 50 units remaining from 
the receipt on the 2nd to the total of 
150 units at the time of withdrawal, 
and 17 with $0 drawback/unit (applying 
the ratio of the 25 units remaining 
from the receipt on the 5th to the total 
of 150 units at the time of withdrawal)) 
results in a balance of 50 units (25 with 
$2 drawback/unit, 17 with $1 drawback/
unit, and 8 with $0 drawback/unit, on 
the basis of the same ratios). 

(5) Inventory turn-over for limited pur-
poses. A properly established average 
inventory turn-over period, as provided 
for in paragraph (c)(3)(iii)(C) of this 
section, may be used to determine: 

(i) The fact and date(s) of use in man-
ufacture or production of the imported 
designated merchandise and other (sub-
stituted) merchandise (see 19 U.S.C. 
1313(b)); or 

(ii) The fact and date(s) of manufac-
ture or production of the finished arti-
cles (see 19 U.S.C. 1313(a) and (b)). 

(d) Approval of other accounting meth-
ods. (1) Persons proposing to use an ac-
counting method for identification of 
merchandise or articles for drawback 

purposes which has not been previously 
approved for such use (see paragraph 
(c) of this section), or which includes 
modifications from the methods listed 
in paragraph (c) of this section, may 
seek approval by Customs of the pro-
posed accounting method under the 
provisions for obtaining an administra-
tive ruling (see part 177 of this chap-
ter). The conditions applied and the 
criteria used by Customs in approving 
such an alternative accounting meth-
od, or a modification of one of the ap-
proved accounting methods, will be the 
criteria in paragraph (b) of this sec-
tion, as well as those in paragraph 
(d)(2) of this section. 

(2) In order for a proposed accounting 
method to be approved by Customs for 
purposes of this section, it shall meet 
the following criteria: 

(i) For purposes of calculations of 
drawback, the proposed accounting 
method must be either revenue neutral 
or favorable to the Government; and 

(ii) The proposed accounting method 
should be: 

(A) Generally consistent with com-
mercial accounting procedures, as ap-
plicable for purposes of drawback; 

(B) Consistent with inventory or ma-
terial control records used in the ordi-
nary course of business by the person 
proposing the method; and 

(C) Easily administered by both Cus-
toms and the person proposing the 
method. 

[T.D. 98–16, 63 FR 11006, Mar. 5, 1998; 63 FR 
15288, Mar. 31, 1998; 63 FR 27489, May 19, 1998]

§ 191.15 Recordkeeping. 

Pursuant to 19 U.S.C. 1508(c)(3), all 
records which pertain to the filing of a 
drawback claim or to the information 
contained in the records required by 19 
U.S.C. 1313 in connection with the fil-
ing of a drawback claim shall be re-
tained for 3 years after payment of 
such claims or longer period if required 
by law (under 19 U.S.C. 1508, the same 
records may be subject to a different 
period for different purposes).
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