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

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

§ 146.24 Transfer of merchandise from
a zone.

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

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

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

§ 146.25 Annual reconciliation.
(a) Report. The operator shall prepare

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

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

(c) Certification. The operator shall
submit to the port director within 10
working days after the annual rec-
onciliation report, a letter signed by

the operator certifying that the annual
reconciliation has been prepared, is
available for Customs review, and is ac-
curate. The certification letter must
contain the name and street address of
the operator, where the required
records are available for Customs re-
view; and the name, title, and tele-
phone number of the person having
custody of the records. Reporting of
shortages and overages based on the
annual reconciliation will be made in
accordance with § 146.53. These reports
must accompany the certification let-
ter.

§ 146.26 System review.

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

Subpart C—Admission of
Merchandise to a Zone

§ 146.31 Admissibility of merchandise
into a zone.

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

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

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

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

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

(b) Supporting documents—(1) Commer-
cial documentation. The applicant shall
submit with the application two copies
of an examination invoice meeting the
requirements of subpart F, part 141, of
this chapter, for any merchandise,
other than that excepted in paragraph
(a) of this section, to be admitted to a
zone. The notation of tariff classifica-
tion and value required by § 141.90 of
this chapter need not be made, unless
the merchandise is to be admitted in
privileged status.

(2) Evidence of right to make entry. The
applicant for admission shall submit
with the application a document simi-
lar to that which would be required as
evidence of the right to make entry for
merchandise in Customs territory
under § 141.11 or § 141.12 of this chapter.

(3) Release order. Merchandise will not
be authorized for delivery by Customs
to a zone until a release order has been
executed by the carrier which brought
the merchandise to the port, unless the
merchandise is released back to that
same carrier for delivery to the zone
(see § 141.11 of this chapter). When a re-
lease order is required, it will be made
on any of the forms specified in § 141.111
of this chapter, or by the following
statement attached to Customs Form
214:

Authority is hereby given to release the
merchandise described in this
application to llllllllllllllll

llllllllllllllllllllllll

Name of Carrier lllllllllllllll

llllllllllllllllllllllll

Signature and title of carrier

representative llllllllllllllll

llllllllllllllllllllllll

A blanket or qualified release order may be
authorized for the transfer of merchandise to
a zone as provided for in § 141.111 of this
chapter.

(4) Application to unlade. For mer-
chandise unladen in the zone directly
from the importing carrier, the appli-
cation on Customs Form 214 will be
supported by an application to unlade
on Customs Form 3171.

(5) Other documentation. The port di-
rector may require additional informa-
tion or documentation as needed to
conduct an examination of merchan-
dise under Customs selective entry
processing criteria, or to determine
whether the merchandise is admissible
to the zone.

(c) Conditions for issuance of a permit.
The port director will issue a permit
for admission of merchandise to a zone
when:

(1) The application is properly exe-
cuted and includes the zone status de-
sired for the merchandise, as provided
in subpart D of this part;

(2) The operator’s approval appears
either on the application or in a sepa-
rate specific or blanket approval;

(3) The merchandise is retained for
examination at the place of unlading,
the zone, or other location designated
by the port director, except for mer-
chandise for direct delivery to a zone
under §§ 146.39 and 146.40. The merchan-
dise may be examined as if it were to
be entered for consumption or ware-
house; and

(4) All requirements have been ful-
filled.

(d) Blanket application for admission of
merchandise. Merchandise may be ad-
mitted to a zone under blanket applica-
tion upon presentation of a Customs
Form 214 covering more than one ship-
ment of merchandise. A blanket appli-
cation for admission is for:

(1) Shipments which arrive under one
transportation entry as described in
§ 141.55 of this chapter, or

(2) Shipments which are destined to
the same zone applicant on a single
business day, in which case the appli-
cant shall:

(i) Present the examination invoices
required by paragraph (b) of this sec-
tion to the port director before the
merchadise is admitted into the zone,
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(ii) Have been approved for the direct
transmittal of statistical trade infor-
mation to the Bureau of Census under
an agreement with that agency; and

(iii) Have examination invoices con-
taining a unique identifier to trace the
shipment to the manifest of the carrier
that brought the merchandise to the
port having jurisdiction over the zone,
as well as to the inventory control and
recordkeeping system of the operator
as described in subpart B.

§ 146.33 Temporary deposit for manip-
ulation.

Imported merchandise for which an
entry has been made and which has re-
mained in continuous Customs custody
may be brought temporarily to a zone
for manipulation and return to Cus-
toms territory under Customs super-
vision, pursuant to section 562, Tariff
Act of 1930, as amended (19 U.S.C. 1562),
and § 19.11 of this chapter. That mer-
chandise will not be considered within
the purview of the Act but will be
treated as though remaining in Cus-
toms territory. No zone form or proce-
dure will be considered applicable, but
the merchandise will remain subject to
any requirements necessary for the en-
forcement of section 562 and other Cus-
toms laws while in the zone.

§ 146.34 Merchandise transiting a
zone.

The following procedure is applicable
when merchandise is to be unladen
from any carrier in the zone for imme-
diate transfer to Customs territory, or
if it is to be transferred from Customs
territory through the zone for imme-
diate lading on any carrier in the zone:

(a) Application. Application for per-
mission to lade or unlade will be filed
with the port director on Customs
Form 3171 prior to transfer of the mer-
chandise into the zone.

(b) Permit. The port director shall
permit the transfer unless he has rea-
son to believe that the merchandise
will not be moved promptly from the
zone or will be made the subject of an
application for admission in accord-
ance with § 146.32(a).

(c) Treatment of merchandise. Upon the
issuance of a permit to lade, or unlade,
the merchandise will be treated as

though the lading or unlading were in
the Customs territory.

(d) Delay in zone transit. Merchandise
delayed while transiting a zone must
be made the subject of an application
for admission in accordance with
§ 146.32, or it must be removed from the
zone.

§ 146.35 Temporary deposit in a zone;
incomplete documentation.

(a) General. Temporary deposit of
merchandise in a zone is allowed in cir-
cumstances where the information or
documentation necessary to complete
the Customs Form 214 is not available
at the time of arrival of merchandise
within the jurisdiction of the port. The
merchandise will be subject to exam-
ination as provided in § 146.36.

(b) Application. An application for
temporary deposit will be made to the
port director on a properly signed and
uniquely numbered Customs Form 214,
annotated clearly ‘‘Temporary Deposit
in a Zone’’.

(c) Conditions. Merchandise tempo-
rarily deposited under the provisions of
this section has no zone status and is
considered to be in the Customs terri-
tory. It will:

(1) Be physically segregated from all
other zone merchandise;

(2) Be held under the bond and at the
risk of the operator; and

(3) Be manipulated only to the extent
necessary to obtain sufficient informa-
tion about the merchandise to file the
appropriate admission or entry docu-
mentation.

(d) Approval. The port director shall
approve the application for temporary
deposit of merchandise in a zone if the
provisions of paragraphs (b) and (c) of
this section are met.

(e) Submission of Customs Form 214. A
complete and accurate Customs Form
214 will be submitted, as provided in
§ 146.32, within 5 working days plus any
extension granted by the port director,
or the merchandise shall be placed in
general order.

§ 146.36 Examination of merchandise.

Except for direct delivery procedures
provided for in § 146.39, all merchandise
covered by a Customs Form 214 may be
retained for Customs examination at
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