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concurred upon by CBP) from the outer 
limits of a port of entry boundary as 
defined in 19 CFR 101.3. 

(ii) A subzone meets the following re-
quirements relating to CBP super-
vision: 

(A) Proper CBP oversight can be ac-
complished with physical and elec-
tronic means; 

(B) All electronically produced 
records are maintained in a format 
compatible with the requirements of 
CBP for the duration of the record pe-
riod; and 

(C) The operator agrees to present 
merchandise for examination at a CBP 
site selected by CBP when requested, 
and further agrees to present all nec-
essary documents directly to the rel-
evant CBP oversight office. 

§ 400.12 Eligible applicants. 
(a) In general. Subject to the other 

provisions of this section, public or pri-
vate corporations may apply for grants 
of authority to establish zones. The 
Board shall give preference to public 
corporations. 

(b) Public corporations and private non- 
profit corporations. The eligibility of 
public corporations and private non- 
profit corporations to apply for a grant 
of authority shall be supported by ena-
bling legislation of the legislature of 
the state in which the zone is to be lo-
cated, indicating that the corporation, 
individually or as part of a class, is au-
thorized to so apply. Any application 
must not be inconsistent with the 
charter or organizational papers of the 
applying entity. 

(c) Private for-profit corporations. The 
eligibility of private for-profit corpora-
tions to apply for a grant of authority 
shall be supported by a special act of 
the state legislature naming the appli-
cant corporation and by evidence indi-
cating that the corporation is char-
tered for the purpose of establishing a 
zone. 

(d) Applicants for subzones (except pur-
suant to § 400.24(c))—(1) Eligibility. The 
following entities are eligible to apply 
to establish a subzone: 

(i) The grantee of the closest zone in 
the same state; 

(ii) The grantee of another zone in 
the same state, which is a public cor-
poration (or a non-public corporation if 

no such other public corporation ex-
ists), if the Board, or the Executive 
Secretary, finds that such sponsorship 
better serves the public interest; or 

(iii) A state agency specifically au-
thorized to submit such an application 
by an act of the state legislature. 

(2) Notification of closest grantee. If an 
application is submitted under para-
graph (d)(1)(ii) or (iii) of this section, 
the Executive Secretary shall: 

(i) Notify, in writing, the grantee 
specified in paragraph (d)(1)(i) of this 
section, which may, within 30 days, ob-
ject to such sponsorship, in writing, 
with supporting information as to why 
the public interest would be better 
served by its acting as sponsor; 

(ii) Review such objections prior to 
docketing the application to determine 
whether the proposed sponsorship is in 
the public interest, taking into ac-
count: 

(A) The objecting zone’s structure 
and operation; 

(B) The views of state and local pub-
lic agencies; and 

(C) The views of the proposed subzone 
operator; 

(iii) Notify the applicant and object-
ing zone in writing of the Executive 
Secretary’s determination; 

(iv) If the Executive Secretary deter-
mines that the proposed sponsorship is 
in the public interest, docket the appli-
cation (see § 400.63 regarding appeals of 
decisions of the Executive Secretary). 

§ 400.13 General conditions, prohibi-
tions and restrictions applicable to 
authorized zones. 

(a) In general. Grants of authority 
issued by the Board for the establish-
ment of zones and any authority subse-
quently approved for such zones, in-
cluding those already issued, are sub-
ject to the Act and this part and the 
following general conditions or limita-
tions: 

(1) Prior to activation of a zone, the 
zone grantee or operator shall obtain 
all necessary permits from federal, 
state and local authorities, and except 
as otherwise specified in the Act or 
this part, shall comply with the re-
quirements of those authorities. 

(2) A grant of authority approved 
under this part includes authority for 
the grantee to permit the erection of 
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buildings necessary to carry out the 
approved zone (subject to concurrence 
of CBP for an activated area of a zone). 

(3) Approvals from the grantee (or 
other party acting on behalf of the 
grantee, where applicable) and CBP, 
pursuant to 19 CFR part 146, are re-
quired prior to the activation of any 
portion of an approved zone. 

(4) Authority for a zone or a subzone 
shall lapse unless the zone (in case of 
subzones, the subzone facility) is acti-
vated, pursuant to 19 CFR part 146, and 
in operation not later than five years 
from the authorization of the zone or 
subzone, subject to the provisions of 
Board Order 849 (61 FR 53305, October 
11, 1996). 

(5) Zone grantees, operators, and 
users (and persons undertaking zone- 
related functions on behalf of grantees, 
where applicable) shall permit federal 
government officials acting in an offi-
cial capacity to have access to the zone 
and records during normal business 
hours and under other reasonable cir-
cumstances. 

(6) Activity involving production is 
subject to the specific provisions in 
§ 400.14. 

(7) A grant of authority may not be 
sold, conveyed, transferred, set over, or 
assigned (FTZ Act, section 17; 19 U.S.C. 
81q). 

(8) Private ownership of zone land 
and facilities is permitted, provided 
the zone grantee retains the control 
necessary to implement the approved 
zone. Such permission shall not con-
stitute a vested right to zone designa-
tion, nor interfere with the Board’s 
regulation of the grantee or the per-
mittee, nor interfere with or com-
plicate the revocation of the grant by 
the Board. Should title to land or fa-
cilities be transferred after a grant of 
authority is issued, the zone grantee 
must retain, by agreement with the 
new owner, a level of control which al-
lows the grantee to carry out its re-
sponsibilities as grantee. The sale of 
zone-designated land/facility for more 
than its fair market value without 
zone designation could, depending on 
the circumstances, be subject to the 
prohibitions set forth in section 17 of 
the Act (19 U.S.C. 81q). 

(b) Board authority to restrict or pro-
hibit activity. Pursuant to section 15(c) 

of the Act (19 U.S.C. 81o(c)), the Board 
has authority to ‘‘order the exclusion 
from [a] zone of any goods or process of 
treatment that in its judgment is det-
rimental to the public interest, health, 
or safety.’’ In approvals of proposed 
production authority pursuant to 
§ 400.14(a), the Board may adopt restric-
tions to protect the public interest, 
health, or safety. When evaluating pro-
duction activity, either as proposed in 
an application or as part of a review of 
an operation, the Board shall deter-
mine whether the activity is in the 
public interest by reviewing it in rela-
tion to the evaluation criteria con-
tained in § 400.27. 

(c) Additional conditions, prohibitions 
and restrictions. Other conditions/re-
quirements, prohibitions and restric-
tions under Federal, State or local law 
may apply to authorized zones and 
subzones. 

§ 400.14 Production—requirement for 
prior authorization; restrictions. 

(a) In general. Production activity in 
zones shall not be conducted without 
prior authorization from the Board. To 
obtain authorization, the notification 
process provided for in §§ 400.22 and 
400.37 shall be used. If Board review of 
a notification under § 400.37 results in a 
determination that further review is 
warranted for all or part of the notified 
activity, the application process pursu-
ant to §§ 400.23, 400.31–400.32, 400.34 and 
400.36 shall apply to the activity. 

(b) Scope of authority. Production ac-
tivity that may be conducted in a par-
ticular zone operation is limited to the 
specific foreign-status materials and 
components and specific finished prod-
ucts described in notifications and ap-
plications that have been authorized 
pursuant to paragraph (a) of this sec-
tion, including any applicable prohibi-
tions or restrictions. A determination 
may be requested pursuant to para-
graph (d) of this section as to whether 
particular activity falls within the 
scope of authorized activity. Unauthor-
ized activity could be subject to pen-
alties pursuant to the customs regula-
tions on foreign-trade zones (19 CFR 
part 146). 

(c) Information about authorized pro-
duction activity. The Board shall make 
available via its Web site information 
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