
GUIDELINES FOR SUBZONE/MANUFACTURING
 APPLICATIONS
LETTER OF TRANSMITTAL - currently dated and signed by an authorized officer of the FTZ grantee corporation.  

EXECUTIVE SUMMARY shall briefly describe:

-
Type of zone authority being requested

-
Project background

-
Proposed zone site and facilities

EXHIBIT 1 - LEGAL AUTHORITY TO APPLY

-
Certified copy of state enabling legislation regarding FTZs or reference to original zone application giving legal citation indicating there has been no change since original application

-
Copy of pertinent sections of applicant=s charter or organization papers with evidence of current standing for non-public corporations

-
Certified copy of resolution authorizing the grantee official to sign the application

EXHIBIT 2 - SITE DESCRIPTION

-
Address of proposed site(s) or major streets, roads and legal jurisdiction in which site is located (if multiple sites, provide site labels for site-specific information)

-
Appropriate legal descriptions (with site labels as appropriate)

-
U.S. Customs port of entry adjacency or alternative Customs oversight procedure

  (See Note 2)

-
Existing or planned buildings

-
Current activities

EXHIBIT 3 - OPERATION AND FINANCING

-
Site ownership or company=s right to use

-
Operational plan

-
Facilities/physical security/Customs automated system

-
Operating costs

-
Estimated time schedule for construction and activation

EXHIBIT 4 - ECONOMIC JUSTIFICATION

(Note:  The guidelines are designed to apply to a wide range of situations.  The discussion for an individual application should be tailored to the specific circumstances involved.)

Company Background -- Give a profile of the company operating the subzone facility to include, as appropriate:

-
Headquarters and plant locations

-
Rankings such as Fortune 500 and Forbes

-
Subsidiaries and affiliates

-
Products

-
Annual sales

-
Other plants that make the product to be manufactured in the subzone (foreign or domestic)

-
Share of market estimate for products to be made in zone

-
Sources of supply for materials and components used in the proposed subzone

-
Types of customers

-
Company's international competitive status and plans (Losing/gaining shares in world/domestic markets.  Why?  Problems?  Plans to overcome problems?)

Product Description -- Describe products to be manufactured in the subzone to include: (When describing a product, material or component, the SIC code (7 digits) and Customs HTS Classification (6 digits) should be given and duty rates supplied when appropriate)

-
Specifications

-
End use

-
Duty rates

-
Production process and material/components used for each product

-
For each product, provide a list of imported components (current and proposed), their duty rates, and their percent of finished product's material value (F.O.B. Price) (minor components may be categorized)

-
Estimate of U.S. value added as a percent of finished product's value

Industry Background -- Discuss the industry associated with product produced in subzone to include:

-
Industry sales volume (last two years)

-
Market characteristics and trends

-
Types of suppliers and customers.  Name major domestic parts and materials suppliers.

-
Imports as a percent of U.S. market

-
Major competitors - domestic and foreign

-
Competitive advantages enjoyed by overseas firms

-
Primary competitive factor(s) (price, quality, delivery time, brand)

-
Any unusual characteristics of the industry

-
Trade issues involving finished product or components (such as AD, CV orders, quotas, special exemptions from GATT, escape clause).  If none, so state.

Zone Benefits to Company -- Discuss in terms of:

(Ranges, approximations and estimates may be used)

-
Duty, quota, excise tax, and inventory tax benefits

-
Logistical/paperwork/procedural benefits

-
Inverted tariff benefits, if any

-
List imported components, duty rates, and price ranges (C.I.F.), if not listed above

-
Weighted-average duty rate of imported products

-
Percent U.S. value added or foreign value (overall) of products made in proposed subzone

-
Scrap or wastage factors

-
Exports and drawback

-
Explain in detail how zone procedures will help the company

-
What other problems will zone procedures solve?

-
Estimated annual dollars savings from zone procedures (show or describe how figure was derived) (ranges may be used)

-
Estimate zone savings as a percent of total cost for each final product (ranges may be used)

-
Estimated cost of subzone operations, including zone fees, Customs costs and record keeping costs

Public Benefits -- Demonstrate in detail how zone procedures will result in or contribute to production, employment at the facility that might otherwise occur, abroad, including how the subzone will:

-
Encourage exports.  Give current and prospective export percentages for each product.  Discuss foreign markets and explain how reduced Customs costs will help company.

-
Encourage company to shift operations to U.S. or to keep operations in U.S.  What are the alternatives?  What are the pressures on the company to stay or move abroad?

-
Compete with imports in domestic market.  Level of import penetration.  What advantage do imports have?  Price differential?  Product type or quality differential?  Explain how zone procedures will help to displace imports in the U.S. market.

-
Result in a net increased in U.S. value added.  Discuss in terms of:  percent of production that is expected to displace imports versus percent that is expected to displace U.S. products; and, estimated value added by firm's manufacturing operation versus total value of finished product.

-
Encourage plant/company employment.  What are employment trends and prospects (give figures)?

-
Affect the company's purchasing patterns related to imports of either components or end products.  Is the firm importing now?  Why?  Are these products available in the U.S.?  Would zone procedures encourage additional imports?  Explain.

Impact on Domestic Industry -- Discuss potential effects the proposed use of FTZ procedures might have on competing domestic operations and on domestic supplier firms.

-
List major competitors.

-
Are competing domestic firms likely to seek zone status?

-
Will the use of FTZ procedures affect competing domestic companies?  Explain why or why not.

-
What component supplier firms would lose business?  Would any gain business?  What would be the net effect?  Explain.

Use of Public Zone -- Discuss why the operation cannot be accommodated in the area's public zone facilities.  Relate attempts to use public zone, including discussions with grantee and zone operator.

Environmental Impact
-
Indicate local zoning and status of any applications for construction approvals.

-
Are there any land-use issues?

-
Will the use of FTZ procedures change the physical aspects of the plant or its operation?

-
Is FTZ status or the use of FTZ procedures a requirement or a precondition for the proposed activity or construction at the plant?

EXHIBIT 5 - MAPS

-
Local/state map indicating location of zone site(s)

-
Detailed street map

-
Detailed drawing of zone site showing zone boundaries in red with dimensions and metes and bounds

Note 1:  -
See 15 CFR Part 400, Sections 400.24, 400.25, 400.26 and 400.31 of the Board=s regulations for the basic application requirements

-
See also, Section 400.29 regarding application filing fees
-
Copies: 8 copies plus original

Note2:
Adjacency Requirement  ‑  The FTZ Act and regulations require that zone sites be within or adjacency to a U.S. Customs port of entry, as listed and defined in part 101 of the Customs Service regulations (19 CFR '101.3).   Each application (Exhibit 2) must explain how the requested sites meet the adjacency requirement.   

The adjacency requirement can be satisfied if one of the following factors is met:

1.
The zone or subzone site is within the limits of a Customs port of entry (19 CFR '101.3).

2.
The zone or subzone site is within 60 statute miles of the outer limits of a Customs port of entry.

3.
The zone or subzone site is within 90 minutes= driving time from the outer limits of a Customs port of entry as verified  by the Customs Service Port Director.

4.
For subzones only: if a subzone site does not meet the adjacency requirement based on one of the above three factors, it may alternatively qualify to be considered adjacent if the Customs Service Port Director agrees that the three special Customs oversight factors are met.  These factors are listed in the FTZ Board regulations (15 CFR ' 400.21 (b)(2)(ii)):

Sec. 400.21  Number and location of zones and subzones.

    (2) The ``adjacency'' requirement is satisfied if:

    (i) A general-purpose zone is located within 60 statute miles or 90 minutes' driving time from the outer limits of a port of entry;

    (ii) A subzone meets the following requirements relating to Customs supervision:

    (A) Proper Customs oversight can be accomplished with physical and electronic means; and

    (B) All electronically produced records are maintained in a format compatible with the requirements of the U.S. Customs Service for the duration of the record period; and

    (C) The grantee/operator agrees to present merchandise for examination at a Customs site selected by Customs when requested, and further agrees to present all necessary documents directly to the Customs oversight office.  

     �Requests for FTZ manufacturing authority may be presented in letter format, providing the information in Exhibit 4, a brief site description, and an appropriate transmittal letter.  The other exhibits are not required.
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