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use of zone procedures in specific cases 
on public interest grounds. Merchan-
dise moved into zones for export (zone- 
restricted status) may be considered 
exported for purposes such as federal 
excise tax rebates and Customs draw-
back. Foreign merchandise (tangible 
personal property) admitted to a zone 
and domestic merchandise held in a 
zone for exportation are exempt from 
certain state and local ad valorem taxes 
(19 U.S.C. 81o(e)). Articles admitted 
into zones for purposes not specified in 
the Act shall be subject to the tariff 
laws and regular entry procedures, in-
cluding the payment of applicable du-
ties, taxes, and fees. 

[56 FR 50798, Oct. 8, 1991; 56 FR 56544, Nov. 5, 
1991] 

§ 400.2 Definitions. 
(a) Act means the Foreign-Trade 

Zones Act of 1934, as amended. 
(b) Board means the Foreign-Trade 

Zones Board, which consists of the Sec-
retary of the Department of Commerce 
(chairman) and the Secretary of the 
Treasury, or their designated alter-
nates. 

(c) Customs Service means the United 
States Customs Service of the Depart-
ment of the Treasury. 

(d) Executive Secretary is the Execu-
tive Secretary of the Foreign-Trade 
Zones Board. 

(e) Foreign-trade zone is a restricted- 
access site, in or adjacent to a Customs 
port of entry, operated pursuant to 
public utility principles under the 
sponsorship of a corporation granted 
authority by the Board and under su-
pervision of the Customs Service. 

(f) Grant of authority is a document 
issued by the Board which authorizes a 
zone grantee to establish, operate and 
maintain a zone project or a subzone, 
subject to limitations and conditions 
specified in this part and in 19 CFR 
part 146. The authority to establish a 
zone includes the authority to operate 
and the responsibility to maintain it. 

(g) Manufacturing, as used in this 
part, means activity involving the sub-
stantial transformation of a foreign ar-
ticle resulting in a new and different 
article having a different name, char-
acter, and use. 

(h) Port Director is normally the di-
rector of Customs for the Customs ju-

risdictional area in which the zone is 
located. 

(i) Port of entry means a port of entry 
in the United States, as defined by part 
101 of the regulations of the Customs 
Service (19 CFR part 101), or a user fee 
airport authorized under 19 U.S.C. 58b 
and listed in part 122 of the regulations 
of the Customs Service (19 CFR part 
122). 

(j) Private corporation means any cor-
poration, other than a public corpora-
tion, which is organized for the purpose 
of establishing a zone project and 
which is chartered for this purpose 
under a law of the state in which the 
zone is located. 

(k) Processing, when referring to zone 
activity, means any activity involving 
a change in condition of merchandise, 
other than manufacturing, which re-
sults in a change in the Customs classi-
fication of an article or in its eligi-
bility for entry for consumption. 

(l) Public corporation means a state, a 
political subdivision (including a mu-
nicipality) or public agency thereof, or 
a corporate municipal instrumentality 
of one or more states. 

(m) State includes any state of the 
United States, the District of Colum-
bia, and Puerto Rico. 

(n) Subzone means a special-purpose 
zone established as an adjunct to a 
zone project for a limited purpose. 

(o) Zone means a foreign-trade zone 
established under the provisions of the 
Act and these regulations. Where used 
in this part, the term also includes 
subzones, unless the context indicates 
otherwise. 

(p) Zone grantee is the corporate re-
cipient of a grant of authority for a 
zone project. Where used in this part, 
the term ‘‘grantee’’ means ‘‘zone grant-
ee’’ unless otherwise indicated. 

(q) Zone operator is a corporation, 
partnership, or person that operates a 
zone or subzone under the terms of an 
agreement with the zone grantee or an 
intermediary entity, with the concur-
rence of the Port Director. 

(r) Zone project means the zone plan, 
including all of the zone and subzone 
sites that the Board authorizes a single 
grantee to establish. 

(s) Zone site means the physical loca-
tion of a zone or subzone. 



67 

Foreign-Trade Zones Board, Commerce § 400.12 

(t) Zone user is a party using a zone 
under agreement with the zone grantee 
or operator. 

[62 FR 53534, Oct. 15, 1997] 

Subpart B—Foreign-Trade Zones 
Board 

§ 400.11 Authority of the Board. 

(a) In general. In accordance with the 
Act and procedures of this part, the 
Board has authority to: 

(1) Prescribe rules and regulations 
concerning zones; 

(2) Issue grants of authority for zones 
and subzones, and approve modifica-
tions to the original zone project; 

(3) Approve manufacturing and proc-
essing activity in zones and subzones 
as described in subpart D of this part; 

(4) Make determinations on matters 
requiring Board decisions under this 
part; 

(5) Decide appeals in regard to cer-
tain decisions of the Commerce Depart-
ment’s Assistant Secretary for Import 
Administration or the Executive Sec-
retary; 

(6) Inspect the premises, operations 
and accounts of zone grantees and op-
erators; 

(7) Require zone grantees to report on 
zone operations; 

(8) Report annually to the Congress 
on zone operations; 

(9) Restrict or prohibit zone oper-
ations; 

(10) Impose fines for violations of the 
Act and this part; 

(11) Revoke grants of authority for 
cause; and 

(12) Determine, as appropriate, 
whether zone activity is or would be in 
the public interest or detrimental to 
the public interest. 

(b) Authority of the Chairman of the 
Board. The Chairman of the Board 
(Secretary of the Department of Com-
merce) has the authority to: 

(1) Appoint the Executive Secretary 
of the Board; 

(2) Call meetings of the Board, with 
reasonable notice given to each mem-
ber; and 

(3) Submit to the Congress the 
Board’s annual report as prepared by 
the Executive Secretary. 

(c) Alternates. Each member of the 
Board will designate an alternate with 
authority to act in an official capacity 
for that member. 

(d) Determinations of the Board. (1) 
The determination of the Board will be 
based on the unanimous vote of the 
members (or alternate members) of the 
Board. 

(2) All votes will be recorded. 
(3) The Board will issue its deter-

mination in proceedings under the reg-
ulations in the form of a Board order. 

[56 FR 50798, Oct. 8, 1991, as amended at 62 FR 
53535, Oct. 15, 1997] 

§ 400.12 Responsibilities and authority 
of the Executive Secretary. 

The Executive Secretary has the fol-
lowing responsibilities and authority: 

(a) Represent the Board in adminis-
trative, regulatory, operational, and 
public affairs matters; 

(b) Serve as director of the Com-
merce Department’s Foreign-Trade 
Zones staff; 

(c) Execute and implement orders of 
the Board; 

(d) Arrange meetings and direct cir-
culation of action documents for the 
Board; 

(e) Arrange with other sections of the 
Department of Commerce, Board agen-
cies and other governmental agencies 
for studies and comments on zone 
issues and proposals; 

(f) Maintain custody of the seal, 
records, files and correspondence of the 
Board, with disposition subject to the 
regulations of the Department of Com-
merce; 

(g) Issue notices on zone matters for 
publication in the FEDERAL REGISTER; 

(h) Determine subzone sponsorship 
questions as provided in § 400.22(d); 

(i) Determine whether additional in-
formation is needed for evaluation of 
applications and other requests for de-
cisions under this part, as provided for 
in various sections of this part, includ-
ing §§ 400.24, 400.25, and 400.26; 

(j) Issue guidelines on information 
required for subzone applications under 
§ 400.25(a)(6); 

(k) Determine whether proposed 
modifications involve major changes 
under § 400.26(a)(2); 
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