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June 18, 1934 :         

The Foreign-Trade Zones Act is enacted to "expedite and encourage" 

international trade thereby stimulating economic growth and creating 

new jobs.

History

October 19, 1988 :  

Foreign-Trade Zone #153 was established and administered by the 

City of San Diego as the Zone Grantee.

A FTZ is designated by the Foreign-Trade Zones Board, International 

Trade Administration, U.S. Department of Commerce



What is a 
Foreign-Trade Zone ?

A Foreign-Trade Zone 

(FTZ) is an area which is

physically inside the 

United States but outside 

of Customs Territory



What are the types of zones ?

General-purpose zones

 Usually located at ports or industrial parks.  

 Available to multiple zone users

 Most common use is for warehouse and distribution activity                               

although some manufacturing may be permitted

Subzones

 Usually at manufacturing plants

 A subzone can be approved if the company is unable to relocate 

existing facilities into a general-purpose zone site

 Subzones are approved for use by one company for a specific activity

 Applications for subzone status must demonstrate a significant 

public benefit for approval. 



What are the public benefits ?

 Facilitate and expedite international trade.

 Provide special customs procedures as a public service to help 

firms conduct international trade related operations in 

competition with foreign plants. 

 Attract offshore activity and encourage retention of domestic 

activity.

 Assist state/local economic development efforts. 

 Create employment opportunities. 



Where can a Zone be Located ?

Zone sites must be within or adjacent to a U.S. Customs and Border 

Protection (CBP) Port of Entry (POE) boundary.  The adjacency 

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

 The general-purpose zone or subzone site is within 60 statute 

miles of the outer limits of a CBP POE boundary. 

OR

 The general-purpose zone or subzone site is within 90 minutes 

driving time from the outer limits of a CBP POE boundary as 

verified by the CBP Port Director. 



San Diego Foreign-Trade Zone No. 153 – General Purpose Sites   

Subzone 153C:

DNP Electronics
Chula Vista

Subzone 153D:

Callaway Golf Co.
Carlsbad

Subzone 153E:

NASSCO
San Diego

Subzone Sites

FTZ153

San

Diego



How is CBP Involved ? 

CBP handles the day-to-day monitoring of zone activity as it relates to 

merchandise admitted and removed from the zone

 CBP is consulted on every application for a zone or all zone activity

 Merchandise in a zone is under customs control and subject to spot 

checks, facility and document audits, and other verifications at any time. 

 After a zone or subzone has been designated/approved by the FTZ 

Board, the zone operator must activate with CBP. 

What kind of Merchandise Can Be Placed in a Zone ?

Any foreign or domestic merchandise not prohibited by law, whether 

dutiable or not. 



In a FTZ, foreign and domestic merchandise may be:

 Assembled

 Cleaned

 Exhibited

 Stored

 Tested

 Destroyed

Manufacturing, processing and 

any activity that results in a 

change of the tariff classification 

must be specifically approved by 

the FTZ Board.

 Manipulated

• mixed

• relabeled

• repackaged

• repaired

• salvaged

• sampled

Retail trade is prohibited in zones



What are the benefits to a zone user ?

 Duty Exemption. No duties on or quota charges on re-exports. 

 Duty Deferral. Customs duties and federal excise tax deferred on 

imports.

 Inverted Tariff. When zone manufacturing results in a finished product 

with a lower duty rate than the rates on foreign inputs (inverted tariff), 

the finished products may be entered at the duty rate that applies to its 

condition as it leaves the zone. 

 Logistical Benefits. Companies using FTZ procedures may have access to 

streamlined customs procedures (e.g. "weekly entry" or "direct delivery").  

 Other Benefits. Foreign goods and domestic goods held for export are 

exempt from state/local inventory taxes.  



What’s  New ?

Alternative Site Framework (ASF)



What‟s the Purpose of the Alternative 
Site Framework (ASF)?

Many FTZs have been started with the philosophy of 

“establish it, and they will come”.   

The reality is that for FTZ grantees to receive the economic 

development benefits they desire, the right choices in many 

areas must be made.  



The ASF provides the flexibility needed to meet 
the evolving changes facing international trade

 Allows grantees to designate and manage General Purpose FTZ 
sites through reorganization from the existing Traditional Site 
Framework (TSF) 

 Provides greater flexibility and increased predictability to 
approve FTZ sites through simple and rapid „„minor boundary 
modification” actions

 Helps grantees maximize the linkage between designation of 
FTZ space and actual use of that space



Key Points of the ASF

 Serves a broad area

 Changes can be done with a simple minor boundary 

modifications for actual needs

 Swapping” of acreage is NOT required.

 All sites get “sunset” limits that remove designation if 

unused in 5 years

 Improves grantees‟ ability to bring competitiveness 

benefits of FTZs to broad range of companies.



Outmoded:  modification takes far too long,   

can be very costly and consumes too much in 

government resources.

Limitations for minor boundary modifications 

often lead to only temporary approval and 

require “swapping” of acreage .  

Too many unused FTZ sites – originally 

designated for speculative reasons and are not 

activated.

Speculative sites makes it hard for CBP to project 

resources needed for oversight. 

Too little relationship between a site‟s FTZ 

designation and its actual use.

New locations can be added though a simple 

minor boundary modifications (MBMs) to meet 

actual needs. 

“Swapping” of acreage is NOT required in order 

to make modifications.

All sites get “sunset” limits that remove 

designation if unused in 3 to 5 years

The ASF management has flexibility for users, is 

focused for CBP oversight purposes and has 

predictability for all parties.

Improves grantees‟ ability to bring 

competitiveness benefits of FTZs to broad range 

of companies.

Traditional Site Framework        vs.   Alternative Site Framework



How will the ASF Benefit San Diego?

San Diego has 1,651 acres designated for General Purpose sites 

ONLY approximately  21 acres are currently activated

At it‟s peak, San Diego FTZ had no more than 30 acres activated

According to the San Diego WTC, there are over 3,000 companies 

in the San Diego Region involved in international trade

In FY09 only 63 companies utilized the FTZ

The ASF can provide San Diego with the flexibility 

needed to promote the Foreign-Trade Zone as a 

significant economic tool, enhance the region‟s 

participation in international trade, and most 

importantly, create job opportunities.



Thank you!

Questions?
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