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WHAT IS A FOREIGN-TRADE 
ZONE?• A Secure Area Located in or near a Port of Entry

• Legally Outside the Customs Territory 
• In a Zone 

⚬ Merchandise may be assembled, exhibited, cleaned, manipulated, 
manufactured, mixed, processed, relabeled, repackaged, repaired, 
salvaged, sampled, stored, tested, displayed, & destroyed

⚬ Retail Trade is Prohibited



Foreign-Trade Zones (FTZ)

What's The 
Advantage?



Enhanced Cash Flow
• Duty Deferral

• Duty Elimination

• Duty Reduction (Inverted Tariff)



TERMINOLOGY
• Manipulation: As defined in Section 562 of the Tariff Act, processing 

wherein merchandise is packed, unpacked, repacked, cleaned, sorted, 
graded or otherwise changed in condition. The precise distinction 
between manipulation and manufacturing is subject to interpretation 
and enjoys a long history of case law.

• Manufacturing: The FTZ Board has defined manufacturing as any 
process that results in a change in classification of the merchandise, and 
therefore, requires prior clearance from the Board pursuant to the 
manufacturing conditions in specific foreign-trade zone grants.



Duty Deferral
Printed circuit boards with entry 
duty rate of 3.5% are stored in 

FTZ

Duty is NOT paid until circuit boards are 
sold and are removed from the zone



Printed circuit boards with entry 
duty rate of 3.5% are stored in FTZ

No duty is paid if circuit boards are
exported from the U.S.

Duty Elimination



Printed Circuit Boards with entry duty 
rate of 3.5% are brought into FTZ

Circuit Boards are manufactured into 
washing machines. Duty rate is Free. 

Circuit boards enter at 0% if NPF status

Duty Reduction (Inverted Tariff)



• Import of Goods Prohibited by Law

• Retail Sales

• Use of the Program to circumvent countervailing or antidumping duties

• Use of the Program to contradict established US trade policy

What Can’t Be Done in A FTZ



• One entry/week 

• Broker Fee Savings

• MPF Savings

Weekly Entry

Wow! I like this once a week entry



• Merchandise Processing Fee (MPF)

• MPF required on imports
⚬ Exception: Canada & Mexico

• MPF is 0.3464%

• MPF caps at $538.40/entry

Reduced MPF



• Non-FTZ
⚬ Avg. no. of entries/yr. = 260
⚬ Multiplied by $634.62 = $165,001.20

• FTZ
⚬ Avg. no. of entries/yr. = 52
⚬ Multiplied by $634.62 = $33,000.24

Reduced MPF Best Case Scenario

Savings = $132,000.96
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Additional Information





FTZ Story 2

Text

Clothes Washer













Over and above Duty Savings will be Manufacturer     
Processing Fee (MPF) savings, based on volume and  value, 
which can be significant.
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