
KOM FOREIGN TRADE ZONE

COST/BENEFIT MODEL

	ASSUMPTIONS:
	EXAMPLE
	COMPANY ESTIMATE

	ANNUAL IMPORTS OF FINISHED PRODUCTS IN $  
	100,000,000
	

	ANNUAL IMPORTS OF PARTS/MATERIALS IN $
	42,500,000
	

	DUTY RATE ON FINISHED PRODUCTS
	7.0%
	

	DUTY RATE OF IMPORTS OF PARTS/MATERIALS
	10.0%
	

	ANNUAL INVENTORY TURNS
	4
	

	AVERAGE INTEREST/RATE OF RETURN
	6.0%
	

	PERCENTAGE OF IMPORTS WASTE/SCRAP
	2.0%
	

	PERCENTAGE OF IMPORTS OBSOLETE/SURPLUS
	2.0%
	

	PERCENTAGE OF IMPORTS FOR MILITARY SALES
	5.0%
	

	PERCENTAGE OF IMPORTS RETURNED
	1.0%
	

	PERCENTAGE OF IMPORTS RE-EXPORTED
	20.0%
	

	PERCENTAGE OF IMPORTS IN ZONE TO ZONE TRANSFERS
	10.0%
	

	AVERAGE ON-HAND DOMESTIC MERCHANDISE FOR EXPORT INVENTORY
	212,500
	

	NUMBER OF CUSTOMS ENTRIES PER WEEK
	1,000,000
	

	FINISHED PRODUCT COST PER UNIT
	100
	

	TOTAL MATERIAL COST PER UNIT
	85
	

	PERCENTAGE OF MAT’L COST THAT IS FOREIGN MAT’L
	50.0%
	

	STATE/LOCAL AD VALOREM TAX RATE IF APPLICABLE
	0.25%
	


HYPOTHETICAL WAREHOUSING FOREIGN TRADE ZONE ANALYSIS

STEP I – STATE AND LOCAL AD VALOREM TAXATION SAVINGS

	ANNUAL MERCHANDISE IMPORTS OF FINISHED PRODUCTS
	100,000,000

	ANNUAL INVENTORY TURNS
	                  4

	AVERAGE ON-HAND IMPORT INVENTORY
	25,000,000

	STATE/LOCAL AD VALOREM TAX RATE
	          0.25%

	     FTZ SAVINGS
	          62,500


STEP II – WAREHOUSING PART I – CASH FLOW ON CUSTOM DUTIES DELAY

	AVERAGE ON-HAND IMPORT MERCHANDISE INVENTORY
	25,000,000

	AVERAGE (OR INDIVIDUAL) FINISHED PROD CUSTOMS RATE
	7.0%

	AVERAGE RATE OF RETURN
	6.0%

	NUMBER OF ENTRIES PER WEEK FOR FINISHED IMPORTS
	

	NUMBER OF ENTRIES PER WEEK OF RAW MATERIALS
	

	     FTZ SAVINGS
	105,000


STEP II – WAREHOUSING PART 2 – ELIMINATION OF DUTIES ON SCRAP/RETURNS

	TOTAL ANNUAL MERCHANDISE IMPORTED
	
	100,000,000

	WASTE/SCRAP IN MERCHANDISE IMPORTS
	2.0%
	2,000,000

	OBSOLETE/SURPLUS IN MERCHANDISE IMPORTS
	2.0%
	2,000,000

	MILITARY SALES IN MERCHANDISE IMPORTS
	5.0%
	5,000,000

	RETURNED IMPORTED MERCHANDISE
	1.0%
	1,000,000

	IMPORTS RE-EXPORTED
	20.0%
	20,000,000

	SUBTOTAL OF ELIMINATION ITEMS
	
	40,000,000

	DUTY RATE
	
	7.0%

	     FTZ SAVINGS
	
	2,800,000


STEP III – WAREHOUSING RECAP

	STATE AND LOCAL AD VALOREM TAXATION SAVINGS
	62,500

	CASH FLOW ON CUSTOM DUTIES DELAY
	105,000

	ELIMINATION OF DUTIES ON SCRAP/RETURNS
	2,800,000

	     TOTAL SAVINGS FOR WAREHOUSING OPERATIONS
	2,967,500


HYPOTHETICAL PRODUCTION FOREIGN TRADE ZONE ANALYSIS

STEP I – STATE AND LOCAL AD VALOREM TAXATION SAVINGS

	ANNUAL MERCHANDISE IMPORTS PARTS/MATERIALS
	42,500,000

	INVENTORY TURNS
	4

	AVERAGE ON-HAND IMPORT MERCHANDISE INVENTORY
	10,625,000

	AVERAGE ON-HAND DOMESTIC INV FOR EXPORT
	212,500

	STATE/LOCAL AD VALOREM TAX RATE
	0.25%

	     FTZ SAVINGS
	27,094


STEP II – OVERSEAS PRODUCTION VS U.S. PRODUCTION

	OVERSEAS PRODUCTION:
	

	     UNITS IMPORTED PER YEAR
	1,000,000

	     FINISHED PRODUCT COST PER UNIT
	100

	     FINISHED PRODUCT CUSTOMS DUTY RATE
	7.0%

	     YEARLY CUSTOMS DUTY EXPENSE
	7,000,000

	
	

	U.S. PRODUCTION:
	

	     UNITS IMPORTED PER YEAR
	1,000,000

	     FOREIGN MATERIAL PER UNIT
	42.50

	     PARTS/MATERIAL CUSTOMS DUTY RATE
	10.0%

	     YEARLY CUSTOMS DUTY EXPENSE
	4,250,000

	
	

	U.S. PRODUCTION IN A FOREIGN TRADE ZONE:
	

	     UNITS IMPORTED PER YEAR
	1,000,000

	     FOREIGN MATERIAL PER UNIT
	42.50

	     FINISHED PRODUCT CUSTOMS DUTY RATE
	7.0%

	     YEARLY CUSTOMS DUTY EXPENSE
	2,975,000

	
	

	SAVINGS FROM FOREIGN PRODUCTION:
	

	     YEARLY CUSTOMS DUTY EXPENSE FOREIGN PRODUCTION
	7,000,000

	     YEARLY CUSTOMS DUTY EXPENSE FOREIGN PRODUCTION
	2,975,000

	     YEARLY DUTY SAVINGS FROM FOREIGN PRODUCTION
	4,025,000

	
	

	SAVINGS FROM U.S. PRODUCTION
	

	     YEARLY CUSTOMS DUTY EXPENSE FOREIGN PRODUCTION
	4,250,000

	     YEARLY CUSTOMS DUTY EXPENSE FOREIGN PRODUCTION
	2,975,000

	     YEARLY DUTY SAVINGS FROM U.S. PRODUCTION
	1,275,000


STEP III – PRODUCTION PART I – CASH FLOW ON CUSTOM DUTIES DELAY

	AVERAGE ON-HAND IMPORT MERCHANDISE INVENTORY
	10,625,000

	AVERAGE (OR INDIVIDUAL) PARTS/MAT’L CUSTOMS RATE
	10.0%

	AVERAGE RATE OF RETURN
	6.0%

	     FTZ SAVINGS
	63,750


STEP IV – PRODUCTION PART 2 – ELIMINATION OF DUTIES ON SCRAP/RETURNS

	TOTAL ANNUAL PARTS/MAT’L IMPORTED
	
	42,500,000

	WASTE/SCRAP IN PARTS/MAT’L IMPORTS
	2.0%
	850,000

	OBSOLETE/SURPLUS IN PARTS/MAT’L IMPORTS
	2.0%
	850,000

	     SUBTOTAL OF ELIMINATION ITEMS
	
	1,700,000

	PARTS OR MATERIALS CUSTOMS DUTY RATE
	
	10.0%

	     FTZ SAVINGS
	
	170,000

	
	
	

	MILITARY SALES IN MERCHANDISE IMPORTS
	5%
	2,125,000

	RETURNED IMPORTED MERCHANDISE
	1.0%
	425,000

	IMPORTS RE-EXPORTED
	20.0%
	8,500,000

	IMPORTS IN ZONE TO ZONE TRANSFERS
	10.0%
	4,250,000

	     SUBTOTAL OF ELIMINATION ITEMS
	
	15,300,000

	FINISHED PRODUCT CUSTOMS DUTY RATE
	
	7.0%

	     FTZ SAVINGS
	
	1,071,000


STEP V – PRODUCTION RECAP

	STATE AND LOCAL AD VALOREM TAXATION SAVINGS
	27,094

	CASH FLOW ON CUSTOM DUTIES DELAY
	63,750

	ELIMINATION OF DUTIES ON SCRAP/RETURNS PARTS/MAT’L
	170,000

	ELIMINATION OF DUTIES ON SCRAP/RETS FINISHED PROD
	1,071,000

	     SUB TOTAL SAVINGS FOR PRODUCTION OPERATIONS
	1,331,844

	
	

	OVERSEAS PRODUCTION VS U.S. FTZ PRODUCTION
	1,275,000

	     TOTAL SAVINGS FROM FOREIGN PRODUCTION OPERATION
	5,356,844

	
	

	U.S. PRODUCTION VS U.S. FTZ PRODUCTION
	1,275,000

	     TOTAL SAVINGS FROM FOREIGN PRODUCTION OPERATION
	2,606,844
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