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FTZ Program Overview

• For every job created at
a company operating under 
Zone Procedures an 
additional 3 jobs are 
created in the community 
in which 
they locate. 
Direct: 500,000
Indirect: 1,500,000

• Investments in facilities 
& infrastructure are made 
in the U.S. as opposed to 
overseas.

The Foreign Trade Zone Act 
1934 - Pres. FDR’s New Deal 
Legislation

1936:  FTZ No. 1 NYC
1950:  Act amended to allow 

manufacturing
1953:  1st Subzone San 

Francisco
1977:  General Motors 

becomes the 1st auto plant
1980:  Duty on Foreign 

content only
1988:  Act amended for 

Petroleum Production
2000:  Weekly Entry for all 

Zones

All 50 states + Puerto 
Rico have at least 1 FTZ 
& most have many more.

No. of Zone Sites
1. Texas 45
2. Louisiana 19
3. South Carolina 19
4. Puerto Rico 17
5. Illinois 15

• The Foreign-Trade Zone 
Board, an independent 
agency, housed within the 
U.S. Department of 
Commerce

• Comprised of the 
Secretaries of Commerce 
and Treasury. 

FTZ Board Staff
ü Executive Secretary
ü 5 Examiners

• An FTZ is a designated & 
secured location that is 
inside the United States 
borders, but is “outside the 
Commerce of the United 
States.”
• Companies can use special 

procedures that help 
encourage U.S. activity and 
Value-Added activities in 
competition with foreign 
alternatives.

WhyWhenWhereWhatWho



FTZ Program Overview

Ø All 50 States + Puerto Rico 
have at least 1 FTZ

Ø Each      = 1 or more 
individual Zone Sites

Where are the FTZ?



Traditional Clearance vs. FTZ Reporting
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Non-Financial
BenefitsOperational Flexibilities

Financial Benefits

Import Tariff & Duty

Compliance

Entry Related

Savings Areas for FTZs

Merchandise / Shipment / Inventory



Import Tariff & Duty

Merchandise / Shipment / Inventory

Entry Related

Compliance

Operational Flexibilities

Reduced / 
Eliminated 
CBP Exams

Receive & Modify 
Non-Compliant 

PGA Goods

Duty Deferral

Lower Security
& Insurance Costs

Zone-To-Zone 
Transfers

Improved 
Recordkeeping 

Practices

Improved
Compliance

Improved 
Inventory Accuracy

Ad Valorem
Tax Exemption

(AZ, KY, TX)

Reduced Transit 
Time by Eliminating 

Clearance Delays

Production 
Equipment 
Allowance

Reduced
Customs Broker Fees

Duty Reduction Duty Avoidance Duty Refund

No Time Constraints 
on Storage

Receive & Store 
Goods Pending 
Quota Opening

Improved 
Relationship 

with CBP

Receive Shipments 
with Missing Critical 

Documentation

Identifying Benefit Areas



Consumption Entry Information Needed

• Entry Summary Line-Item Details
• Time period:  Most Recent 12-Months
• Data Sources:  ACE Portal or CHB report

ü Entry Number
ü Entry Date
ü Entry Line Number
ü Entered Value
ü Col. 1 Duty Paid

ü HTS Numbers
ü SPI Code

Required for Analysis

Helpful for Analysis

ü ADD/CVD Duty Paid
ü 232/301 Duty Paid
ü Provisional Tariffs Paid
ü Merchandise Processing Fee Paid
ü Harbor Maintenance Fee Paid

ü Countries of Origin
ü Mode of Transport



ü Classification Fee ($5.00 to $25.00+)
ü Additional Invoice Fee ($5 to $25)
ü Additional Line Fee ($1.50 to $5.00)
ü Duty Disbursement Fee ($15 to $50+)
ü Bond Fee ($100+)
ü Consolidated Entry Fee (% of Savings)

Customs Brokerage Information Needed

1. What is the Total Annual Volume of Consumption Entries filed by 
ALL Customs Brokers on the company’s behalf?

2. What is / are the CHB Entry-Related Fees charged per Entry filed?
ü Entry Fee ($50 to $150+) ü Entry Packet Fee / Copying ($25+)

ü PGA Filing Fee ($25+)
ü Special Handling Fee
ü Expedited Processing Fee
ü Entry Complexity Fee
ü Overtime Fee



Operational Information Needed

1. What is the Number of Inventory Turns annually at the facility?
2. What is the Inventory Accuracy taken during Cycle Counts / Physical Inventories?
3. Is there an established Inventory Shrinkage factor utilized?
4. Does the company sell its products to customers located outside the USA?

ü If yes, what percentage of Total Sales do these sales equal?

5. Is any imported merchandise changed / converted by manufacturing, kitting, assembly, etc.?
ü What is (are) the duty rate(s) of the finished good(s) if the company 

were to import that as opposed to the miscellaneous components / raw materials?

6. What is the Estimated Loss Percentage of Imported Merchandise due to: 
ü Shipping Damage
ü Damage in Inventory
ü Supplier Quality Issues
ü Waste & Scrap
ü Production Repair or Rework
ü Pre-production Samples

7. What Interest Rate does the company use for Cost of Capital?

ü Other Handling Processes resulting in product loss
ü Destruction / disposal due to product Excess, 

obsolescence, or expiration
ü Residual, unusable product remaining in shipment 

packaging (drums, jugs, super sacks, etc.)



Costs of Setting Up & Operating as an FTZ

Consulting Fees

Grantee Fees

CBP Fees

Security Enhancements

FTZ Inventory Control System

FTZ Operator’s Bond

FTZ Headcount

FTZ Managed Services

Distribution Only Site $40,000 to $60,000
Production Site $50,000 to $150,000

Annual Review / Audit $0 to $25,000

Application Fee $0 to $25,000
Activation Fee $0 to $25,000

Operating Fee $10,000 to $25,000

$0 $0

$0 to ???

Setup & Configuration $20,000 to $75,000 License Fee $25,000 to $100,000+

$250 to $1,500 $250 to $1,500

$0 $40,000 to $125,000

$0 $75,000 to $300,000+

Year 1 (Non-Recurring) Years 2+ (Recurring)

Total Fees & Costs $64,250 to $283,500 $75,250 to $451,500+

FTZ Board Fees Application Fee (TSF) $4,000 to $6,500 $0



Methods of Calculating the Savings

Option 1:  “Break Through” – Does the anticipated savings exceed the expected 
costs of setup & operation?

Annual Export Sales

Est. Duty Savings

Est. Annual Cost (max.)

10%

$250,000

- $283,500

Annual Import Duty Expense $2,500,000

Net Annual Savings ($33,500)

10-yr Projected Savings

20%

$1,000,000

- $451,500

$5,000,000

$548,500

$5.49 mil.

Year 1 (6 mos.) Years 2+

ü Annual Import Duty Expense = $5,000,000
ü Export Sales = 20%
ü FTZ Approval & Setup Time = 6 months



Methods of Calculating the Savings

Option 2:  Detailed Review

Provisional Duties Paid $3,258,180

Total Duties Paid $3,889,835

Merchandise Processing Fee Paid $289,090

Import Duty Paid $631,755

Harbor Maintenance Fee Paid $106,960

12 Months Totals

Entered / Imported Value $104,994,582

% of Waste / Scrap from Production 0.00%

% of Unusable / Residual Merchandise 0.00%

Annual Growth Estimate 5.00%

% Damaged / Rejected Merchandise 0.00%

State / Local Inventory Taxes $0.00

% of Merchandise Re-Exported 40.00%

Annual Inventory Turns 2.5 x

Cost of Capital 8.00%

CHB Entry Fee $80.00

Accessorial Fees $0.00

Other Information Needed



Monthly Accumulations



Cash Flow Savings

Duty Deferral Savings on HMF



Weekly Accumulations



Savings Results

Year 1 Years 2+
Duty Reduction via Production

Import Duty Savings
Subtotal Duty Reduced * $ 0 $ 0

Duty Deferral While In Inventory
Column 1 Duty $   19,727 $   20,713
Provisional Tariffs 104,262 109,475

Subtotal Duty Deferral $123,989 $130,188
Duty Savings via Exports

Column 1 Duty $ 246,585 $ 258,914
Provisional Tariffs 586,473 615,796

Subtotal Duty Avoided $ 833,058 $874,710
Duty Savings via Waste/Scrap/Loss

Column 1 Duty $ 0 $ 0
Provisional Tariffs 0 0

Subtotal Duty Avoided $ 0 $ 0



Savings Results

Year 1 Years 2+

Merchandise Processing Fee Savings
Actual MPF Paid $ 289,089 $ 303,544
Potential MPF Payable 26,754 27,027

Subtotal MPF Savings $ 262,515 $276,517
Customs Broker Fee Savings

Actual CHB Fees Paid $ 295,280 $ 310,044
Potential CHB Fee Payable 18,200 19,110

Subtotal Duty Deferral $ 277,080 $ 290,934

Harbor Maintenance Fee Cashflow Savings
Actual HMF Fees Paid $ 106,958 $ 112,306
Cashflow Savings Estimated 3,423 3,594

Subtotal Duty Deferral $ 3,423 $ 3,594
Total Gross Savings

All Current Duties Continuing $2,309,393 $2,426,614
Provisional Tariffs Eliminated $    809,329 $    850,671



Savings Results

Year 1 Years 2+

Total Gross Savings
All Current Duties Continuing $2,309,393 $2,426,614
Provisional Tariffs Eliminated $    809,329 $    850,671

FTZ Setup & Operating Costs
Maximum Estimates $ 451,500 $451,500

Estimated Net Savings (1-Year)
All Current Duties Continuing $1,857,893 $1,975,114
Provisional Tariffs Eliminated $    357,829 $    399,171

Estimated Net Savings (10-Years)
All Current Duties Continuing $18,578,934 $19,751,135
Provisional Tariffs Eliminated $    3,578,294 $    3,991,711



Other Savings Examples:  Centralized Facility

Textile &
Apparel Co.
$ 976,222

263,849
121,995

$ 1,361,766

Consumer
Electronics
$ 520,696

53,516
1,129,423

337,436
$ 2,041,100

Mining
Parts & Equip.

$ 1,526,000

27,552
491,731
428,692

$ 2,475,983

Automotive 
Transmission

$ 0

5,564,750

350,500
126,850

$ 6,042,100

Savings Area
Duty Elimination on Exports
Duty Elimination on Non-Spec Materials
Duty Elimination on Zone-To-Zone Transfers
Duty Deferral on Inventory
Merchandise Processing Fee Reduction
Brokerage Fees Reduction
Total Estimated Savings

Automotive 
Manufacturer

$ 19,000,000

$ 19,000,000



Other Savings Examples:  3PL FTZ 

Consumer
Electronics
$ 0

291,886
51,600

$ 343,486

Consumer
Electronics
$ 0

6,589,177
1,762,700

$ 8,351,877

Savings Area
Duty Elimination on Exports
Duty Elimination on Non-Spec Materials
Duty Elimination on Zone-To-Zone Transfers
Duty Deferral on Inventory
Merchandise Processing Fee Reduction
Brokerage Fees Reduction
Total Estimated Savings



Expanding Use of the Program

PAST “ROAD-BLOCKS / INHIBITORS” PRESENT

1. Lack of understanding of the FTZ Program and the 
benefits it provides by perspective Users.

ü Increasing number of knowledgeable and experience 
consultants / service providers to better explain the program.

3. Fear that being an FTZ would bring more focus 
by CBP as compared for standard importing.

2. Inability to properly quantify the savings 
opportunity to make a fact-based decision.

ü Time, effort, and work involved with CBP during application 
&activation provides CBP with increased knowledge allowing 
time to focus on other companies.

4. On-going “hard” costs to manage the FTZ is 
break-even with or exceeds the Annual Savings.

ü Many FTZ Operators state they would operate at a deficit if 
needed to receive level of logistical flexibilities.

5. Historically FTZ’s were not recommended by 
Customs Brokers and/or other 3PLs to their 
customers because:

(a) they didn’t understand the program and 
how to sell it; and

(b) because Zones reduce Consumption Entry 
filings, which cut into their sales revenue.

ü Brokers & other 3rd Party Service Providers are currently the 
fastest growing numbers FTZ applicants.

ü Costs of a savings analysis has been greatly reduced, if not ‘free 
of charge’, providing companies’ information from which they 
can make a fact-based decision.



ValidationKick-Off ActivationImplementation

Implementation Timeline

Plan & Design Go-LiveTesting/Training ValidationKick-Off ActivationImplementation

ü Monitor all transactions, 
processes, & reporting to 
confirm compliance

ü Engagement Complete
ü Site Visit / Operational Review
ü Complete Project Plan
ü Gather application information
ü Meetings with Grantee & CBP
ü Complete & submit FTZB Application

ü Submit Activation Application
ü Test processes
ü Resolve gaps
ü Complete Mock Ops
ü Complete Operator Procedures Manual
ü Final preparations for go-live

ü Test data feeds
ü Systems training
ü Operational training
ü Refine & finish training
ü Initiate Mock Ops

ü Create data feeds
ü Develop draft Operator Procedures Manual
ü Develop training
ü Determination of FTE need / want
ü Site Application approved

ü Flow chart operations
ü Review SOPs
ü Systems Mapping
ü Select FTZ Software Provider
ü Develop Recordkeeping SOP

ü Activation Approved by CBP

Maintenance



10 Keys to Successful Transition from Ramp up to Implementation

1. Senior-level support from Company & Users management

2. Buy-in at middle management-level from all departments.
3. Tier 1 FTZ Software Provider Package
4. Thorough & timely I.T. support across all Users

5. Clearly defined Scope of Work
6. Identified Users, including a comprehensive list of activities performed by User

7. Complete understanding of flow of goods among and between Users, including to / from 
other Internal / External Zone Sites

8. Identification & elimination of as many manual processes impacting inventory 
transactions as possible

9. Fullest Extent of Automation to FTZ ICRS from Legacy Systems for all Users

10.Thorough training of facility administrative & operational staff specific to their direct & 
indirect impact on FTZ reportable transactions to CBP





Thank you

Bill Fisher, LCB, AZS
Consultant

Bfisher@Mohawkglobal.com
Office:  (315) 852-0662

Cell:  (901) 219-3502
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