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at a program company, and maintaining his 
or her primary office for day-to-day work in 
the insular possessions.

* * * * *

§ 303.3 Determination of the total an-
nual duty-exemption. 

(a) Procedure for determination. If, 
after considering the productive capac-
ity of the territorial watch industry 
and the economic interests of the terri-
tories, the Secretaries determine that 
the amount of the total annual duty-
exemption, or the territorial shares of 
the total amount, should be changed, 
they shall publish in the FEDERAL REG-
ISTER a proposed limit on the quantity 
of watch units which may enter duty-
free into the customs territory of the 
United States and proposed territorial 
shares thereof and, after considering 
comments, establish the limit and 
shares by FEDERAL REGISTER notice. If 
the Secretaries take no action under 
this section, they shall make the allo-
cations in accordance with the limit 
and shares last established by this pro-
cedure. 

(b) Standards for determination. (1) 
Notwithstanding paragraph (b)(2) of 
this section, the limit established for 
any year may be 7,000,000 units if the 
limit established for the preceding year 
was a smaller amount. 

(2) Subject to paragraph (c) of this 
section, the total annual duty-exemp-
tion shall not be decreased by more 
than 10% of the quantity established 
for the preceding calendar year, or in-
creased, if the resultant total is larger 
than 7,000,000, by more than 20% of the 
quantity established for the calendar 
year immediately preceding. 

(3) The Secretaries shall determine 
the limit after considering the inter-
ests of the territories; the domestic or 
international trade policy objectives of 
the United States; the need to main-
tain the competitive nature of the ter-
ritorial industry; the total contribu-
tion of the industry to the economic 
well-being of the territories; and the 
territorial industry’s utilization of the 
total duty-exemption established in 
the preceding year. 

(c) Determinations based on consump-
tion. (1) The Secretaries shall notify 
the International Trade Commission 

whenever they have reason to believe 
duty-free watch imports from the terri-
tories will exceed 9,000,000 units, or 
whenever they make a preliminary de-
termination that the total annual 
duty-exemption should exceed 10,000,000 
units. 

(2) In addition to the limitations in 
paragraph (b) of this section, the Secre-
taries shall not establish a limit ex-
ceeding one-ninth of apparent domestic 
consumption if such consumption, as 
determined by International Trade 
Commission, exceeds 90 million units. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 7170, Feb. 21, 1985; 50 FR 43568, Oct. 28, 
1985; 53 FR 52994, Dec. 30, 1988]

§ 303.4 Determination of territorial 
distribution. 

(a) Procedure for determination. The 
Secretaries shall determine the terri-
torial shares concurrently with their 
determination of the total annual duty 
exemption, and in the same manner 
(see § 303.3, above). 

(b) Standards for determination—(1) 
Limitations. A territorial share may not 
be reduced by more than 500,000 units 
in any calendar year. No territorial 
share shall be less than 500,000 units. 

(2) Criteria for setting precise quan-
tities. The Secretaries shall determine 
the precise quantities after consid-
ering, inter alia, the territorial capac-
ity to produce and ship watch units. 
The Secretaries shall further bear in 
mind the aggregate benefits to the ter-
ritories, such as creditable wages paid, 
creditable wages per unit exported, and 
corporate income tax payments. 

(3) Limitations on reduction of share. 
The Secretaries shall not reduce a ter-
ritory’s share if its producers use 85% 
or more of the quantity distributed to 
that territory in the immediately pre-
ceding year, except in the case of a 
major increase or decrease in the num-
ber of producers in a territory or if 
they believe that a territorial industry 
will decrease production by more than 
15% from the total of the preceding 
year. 

(4) Standby redistribution authority. 
The Secretaries may redistribute terri-
torial shares if such action is war-
ranted by circumstances unforeseen at 
the time of the initial distributions, 
such as that a territory will use less 
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than 80% of its total by the end of a 
calendar year, or if a redistribution is 
necessary to maintain the competitive 
nature of the territorial industries. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 7170, Feb. 21, 1985]

§ 303.5 Application for annual alloca-
tions of duty-exemptions. 

(a) Application forms (ITA–334P) 
shall be furnished to producers by Jan-
uary 1, and must be completed and re-
turned to the Director no later than 
January 31, of each calendar year. 

(b) All data supplied are subject to 
verification by the Secretaries and no 
allocation shall be made to producer 
until the Secretaries are satisfied that 
the data are accurate. To verify the 
data, representatives of the Secretaries 
shall have access to relevant company 
records including: 

(1) Work sheets used to answer all 
questions on the application form; 

(2) Original records from which such 
data are derived; 

(3) Records pertaining to ownership 
and control of the company and to the 
satisfaction of eligibility requirements 
of duty-free treatment of its product 
by the U.S. Customs Service; 

(4) Records pertaining to corporate 
income taxes, gross receipts taxes and 
excise taxes paid by each producer in 
the territories on the basis of which a 
portion of each producer’s annual allo-
cation is or may be predicated; 

(5) Customs, bank, payroll, and pro-
duction records; 

(6) Records on purchases of compo-
nents and sales of movements, includ-
ing proof of payment; and 

(7) Any other records in the posses-
sion of the parent or affiliated compa-
nies outside the territory pertaining to 
any aspect of the producer’s 91/5 watch 
assembly operation. 

(c) Data verification shall be per-
formed in the territories, unless other 
arrangements satisfactory to the De-
partments are made in advance, by the 
Secretaries’ representatives by the end 
of February of each calendar year. In 
the event a company cannot substan-
tiate the data in its application before 
allocations must be calculated, the 
Secretaries shall determine which data 
will be used. 

(d) Records subject to the require-
ments of paragraph (b), above, shall be 
retained for a period of two years fol-
lowing their creation. 

[49 FR 17740, Apr. 25, 1984, as amended at 50 
FR 43568, Oct. 28, 1985; 53 FR 52994, Dec. 30, 
1988]

§ 303.6 Allocation and reallocation of 
exemptions among producers. 

(a) Interim allocations. As soon as 
practicable after January 1 of each 
year the Secretaries shall make an in-
terim allocation to each producer 
equaling 70% of the number of watch 
units it has entered duty-free into the 
customs territory of the United States 
during the first eight months of the 
preceding calendar year, or any lesser 
amount requested in writing by the 
producer. The Secretaries may also 
issue a lesser amount if, in their judg-
ment, the producer might otherwise re-
ceive an interim allocation in an 
amount greater than the producer’s 
probable annual allocation. In calcu-
lating the interim allocations, the Di-
rector shall count only duty-free 
watches and watch movements verified 
by the U.S. Customs Service, or 
verified by other means satisfctory to 
the Secretaries, as having been entered 
on or before August 31 of the preceding 
year. Interim allocations shall not be 
published. 

(b) Annual allocations. (1) By March 1 
of each year the Secretaries shall make 
annual allocations to the producers in 
accordance with the allocation formula 
based on data supplied in their annual 
application (Form ITA–334P) and 
verified by the Secretaries. 

(2) The excess of a producer’s duty-
exemption earned under the allocation 
criteria over the amount formally re-
quested by the producer shall be con-
sidered to have been relinquished vol-
untarily (see paragraph (f) below). A 
producer’s request may be modified by 
written communication received by the 
Secretaries by February 28, or, at the 
discretion of the Secretaries, before 
the annual allocations are made. An al-
location notice shall be published in 
the FEDERAL REGISTER.

(c) Supplemental allocations. At the re-
quest of a producer, the Secretaries 
may supplement a producer’s interim 
allocation if the Secretaries determine 
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