


Whatisan FTZ? T

CHICAGO ROCKFORD
INTERNATIONAL AIRPORT

* An area approved by the U.S. Department of Commerce and Customs & Border Protection to
be considered outside of U.S. Customs Territory

* An FTZis typically a specific industrial building where products are manufactured or stored

* As an FTZ, companies can import product directly into their facility deferring customs entry
procedures or import duties

* An FTZ is subject to both local (port) and federal (U.S. CBP and U.S. Department of
Commerce) regulation

* The Greater Rockford Airport Authority (GRAA) is the grantee for FTZ #176, with authority
to approve and facilitate sites to become activated with the National FTZ Board and Customs
& Border Protection

FTZRockford.com



Whatisan FTZ?

Your competitors pay duties
here; their product sits at the

port for 3 days /

Your Customer in
Europe

Your supplier in Korea Port of Los Angeles Your Foreign Trade Zone

T~

You only pay duties here, your product

never sits at the port, and you only pay
the duty on what you sell

Your Customer in
Wisconsin
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What are the benefits of having an FTZ?

Defer the tariff payment to when the product leaves FTZ for U.S. Commerce. Eliminate tariff on
re-exports outside of USMCA and Chile — product never enters U.S. Commerce.

Port of Entry

Cash Flow

Your FTZ

Tariff Elimination on Re-Exports

Supply Chain Timeline

Defer customs entry process

Defer payment of tariffs until product leaves your
facility

If you are passing the tariff cost on to your
customer, you can time your tariff payment to
better align with your revenue to cover the tariff
cost

Instead of making a lump-sum tariff payment
when you import the product, pay the tariffs as
you sell the product

Eliminate U.S. import tariffs on all imported
products that you re-export to customers located
outside of U.S., Mexico, Canada and Chile

Eliminate U.S. import tariffs on imported
products that you re-export to customersin
Canada, Mexico and Chile if the product has not
been manufactured in your FTZ; i.e. warehouse /
distribution sales only

* Productis not held at the port of entry for
customs clearance, often resulting in a one-to-
three-day reduction in the supply chain.

* With prior approval by customs, FTZ operators
can facilitate the movement of foreign product.
Customs officers do not need to be present to
break seals or products.

FTZRockford.com




Inverted Tariff - Example

Tractor

* Many heavy equipment (e.g. Caterpillar, John Components
. . Tractor 5% Tariff
Deere) companies are FTZs, since many large Components
equipment products (e.g. tractors) have 0% T OMEl]
duty; equipment companies save multi-

millions on zone-to-zone transfer.

Tractor

* A smaller manufacturer of textiles benefits with C1°0”0}0p$a”r§;‘t

a similar structure; their annual savings of over
$150,000 have an equal impact on their
business due to their small size

Tractor 0% Tariff

FTZRockford.com



Other FTZ Benefits

Other Cost Savings & Benefits

= Reduced customs brokerage fees due to weekly entry (pay once weekly,
rather than per shipment)

= Reduced Merchandise Processing Fees (MPF) — maximum $634.62 / week
instead of per shipment; due when products leave FTZ rather then upon
import

= Harbor Maintenance Fee paid quarterly, rather than upon import

= Higher Internal Security - Stealing goods from an FTZ is a federal felony —and
stiff penalties deter and reduce theft from an FTZ compared to a warehouse
or manufacturing facility outside of an authorized zone



What benefits might | be able to achieve?

Goods admitted into an FTZ are assigned one of four statuses. Imports specified in executive orders are often
assigned Privileged Foreign (PF) Status.

Status
Benefit

Privileged Foreign (PF)

Non-Privileged Foreign (NPF)

Domestic (D)

Zone Restricted (ZR)

Product will be admitted and
withdrawn from the zone as is, without |

Product can be manufactured into
another commercial item with a different

Productis of U.S. origin; or foreign

Merchandise broughtinto a zone for
the purpose of exportation,

Tariff Benefit

subject to quotas,

Definition any change in the zone for tariff classification; allows zone users to but already CBP cleared before destruction, or storage; may not be
classification and duty payment I pay duty rate of finished product instead arriving at the zone. manufactured nor sent into U.S.
purposes. of imported product. Customs territory for consumption.

Tariff Deferral Yes | Yes N/A N/A
Warehousing: eliminate on all re Warehousing: eliminate on all re-
exports. Mfg: eliminate if re- | exports. Mfg: eliminate if re-

Tariff exporting outside of exporting outside of

s USMCA and Chile* | USMCA and Chile* N/A N/A

Elimination

Mfg: Can’t eliminate on I Mfg: Can’t eliminate on
re-exports to USMCA and Chile* | re-exports to USMCA and Chile*
| Yes, if production authorization
Tariff Reduction is approved
via Inverted No | No, if importis | N/A N/A

ADCVD, other trade measures

*The USMCA Trade Agreement and the U.S. Chile Free Trade Agreement require that products manufactured in the U.S. clear U.S. customs before re-export to Canada, Mexico or Chile,
that is why you can’t eliminate U.S. import duties on re-exports of products that have undergone manufacturing in the U.S. when they are re-exported to Canada, Mexico or Chile. If the

product is only warehoused in the U.S., the U.S. import tariff on re-exports to Canada, Mexico or Chile can be eliminated. The Canadian, Mexican or Chilean importer will still need to pay
the tariff on the product based on its Country of Origin.




Try our FTZ Indicative Benefits Calculator

https://ftzrockford.com/ftz-benefits-calculator/

FTZ Potential Benefits Calculator
Assumptions
Imports

Calculations Notes

Number of customs entries made annually

Total estimated value of annual imports

Estimated value per shipment

Weighted average duty rate

Foran e
annual v

Fees

Estimated annual brokerage fees

Estimated brokerage fee per shipment

Current MPF rate charged per total value of shipment

0.3464% As poste

Max MPF per shipment

$ 634.62 As poste

Estimated Annual MPF Fees

Estimated MPF / Shipment

Estimated Annual MPF Fees with Weekly Entry Benefit

Interest Rate (Cost of Capital; Percentage)

6%isac

Inventory

Potential FTZ Savings

Explanation

Estimated annual savings from re-exports

Tariffs are eliminated on imports that are re-exported outside of USMCA without
clearing customs. Imports that are re-exported to Canada and Mexico can have
the tariff eliminated if no substantial transformatin (i.e. manufacturing) has taken

place.

Duty Deferral - Estimated Year 1 Savings

Estimate for the year-one cash flow savings based on the tariff rate and the
average inventory value; this is cash retained due to the reduction in inventory

carrying costs.

Duty Deferral - Estimated Ongoing Savings

Estimated based on the annual cash flow savings times the cost of capital.

Estimated annual customs broker fee savings due to weekly
entry

If you have more than 52 customs entries annually, you are consolidating
customs entries and therefore reducing customs brokerage fees

Estimated annual MPF savings

If you have more than 52 customs entries annually, you are consolidating MPF

and potentially reducing MPF depending on the value of the shipments.

Estimated duty savings on scrap

Tariffs are eliminated on imports that are destroyed onsite if authorization is given
by CBP.

Total Estimated Savings

Year 1

Ongoing Annual

Less than Year 1 due to the cash flow benefits being mostly realized in year 1

Gross 3-year savings

Number of inventory turns per year

Gross 5-year savings

Estimated Average Foreign Inventory On Hand

Re-Exports

Estimated percentage of imports re-exported outside of
USMCA and Chile

Exclude re-exports to Canada and Mexico from this estimate

Estimated percentage of non-manufactured imports re-
exported to USMCA (Canada, Mexico) or Chile

Only consider exports to Canada and Mexico if you did NOT conduct

manufacturing with the import, the import did not undergo substantial

transformation. Warehouse / Distribution of the import to Canada and/or Mexico

Estimated value of re-exports outside of USMCA or Chile $ - Calculation excludes scrap, if any
Estimated value of non-manufactured imports re-exported

to Canada or Mexico $ - Calculation excludes scrap, if any
Scrap

Estimated Scrap (Percentage of Imports)

Estimated Scrap (Value) $ -



https://ftzrockford.com/ftz-benefits-calculator/

Constraints

= FTZ cannot be used as a loophole to circumvent federal policy; this means that imports
subjected to Section 301 (imports from China) or Section 232 (imports of steel, aluminum
from select countries) cannot be eliminated through the inverted tariff benefit; they can still
be deferred and eliminated through re-export

= Per USMCA and the U.S. Chile FTA, product that is manufactured in the U.S. then sold to a
customer in Canada, Mexico or Chile has to clear customs in the U.S. before shipping to
Canada, Mexico or Chile; this means that the import tariffs on those manufactured products
cannot be eliminated through re-export; there are other USMCA restrictions on foreign trade
zones; the National Association of FTZs (NAFTZ) is advocating for the FTZs for America Act to
remove those restrictions. Free trade agreements with all countries receiving re-exports need
to be evaluated in terms of how they may impact FTZ benefits.

= Companies must apply for the inverted tariff benefit, which requires publishing their
application in the federal register for 120-days; other companies can contest an application
saying the material can be supplied domestically instead; this impacts highly protected
industries such as textiles, sugar, and others



FTZ Roadmap to Activation on our Website
https://ftzrockford.com/how-to-apply-ftz/

e FTZ#176 works with company to complete application

e FTZ#176 approves designation as FTZ; secures
concurrence from CBP

e Grantee submits application to National FTZ Board

e Additional processing required for application for
Inverted Tariff Benefit

National

FTZ Board

e Apply for activation with U.S. Customs & Border
Protection

e Requires submittal of operating procedures

FTZRockford.com


https://ftzrockford.com/how-to-apply-ftz/

How Fast Can | Activate My FTZ?

Foreign Trade Zone Benefits are offered as a public utility, required by law to be offered with
uniform treatment. The benefits and application process and fees are non-negotiable and can
be accessed at any time by a company, regardless of investment or job creation.

Process Time Required Constraint
Application for designation 60-davs Company supplying information,
with National FTZ Board y Port authority meeting schedule

120-day comment period in federal register,

Production Notification
150-days . : > .
Company supplying information for application

Optional process

& gme. Company establishing internal operating procedures

ACIENII T G2 (e EEelA=In Customs & Border Protection responsiveness
to other processes




Typical Activation and Operating Costs

FTZ Operating Costs (typical; every situation is unique) Cost Notes
One Time Costs
Application fee to Grantee (GRAA) $2,000 Assumes ASF-MBM Application; 300+ Employees cost is $3,000
Production authorization application fee to Grantee $2,000 Optional; 300+ Employees cost is $3,000
Activation fee to Grantee $2,000 300+ Employees cost is $3,000
SecUnT/iNvesiments TBD TBD; depends on readiness of facility; may include implementation of

key card access, picture badges, etc.
Implementation Consulting; including but not limited to:

Development of procedure manual Hourly rate TBD FTZ #176 can provide list of service providers for quote
Staff training Hourly rate TBD FTZ #176 can provide list of service providers for quote
Annual Fixed Costs
110 50 €MPIOYEES.....ccveevereeerecrereeereeeeseeereeeesens $5,000
51 t0 150 EMPIOYEES....ueecveererrereereerecreeee e $10,000
Annual Fee to Grantee (GRAA) gzgegﬁziigor?irnzronyﬁgt 151 to 500 employees......ccceevecceeeeeccciieeeeciiieeenne $15,000
501 10 1500 emMPIOYEES .....cereveererreirerreeveerenes $20,000
1501 or more empPIOYEES......ccceveeeereeerceeeneeeenne $25,000
FT7 Bond $5,000 estimated Typlgal requwe.ment' $2_50/$50,000 of bond liability; typically
requires $1 Million in liability coverage
Software fee TBD Potential expense if you are not outsourcing FTZ management

Variable Costs

In-bond transportation TBD FTZ #176 can provide list of service providers for quote
Admission processing fees TBD FTZ #1776 can provide list of service providers for quote
Entry fees TBD FTZ #176 can provide list of service providers for quote

Ongoing staff-training/consulting as needed TBD FTZ #176 can provide list of service providers for quote




Prominent FTZ Users

If FTZs are so great, why isn’t everyone doing it? They are...

FTZs account for 7% of U.S. exports, with over 3,300 companies operating FTZs that employ over 440,000

American workers.

Industry Prominent Operators

Automotive BMW, Mercedes, Nissan, Rivian, Subaru, Tesla, , Toyota, Volkswagen

Aerospace Airbus, Gulfstream, Honeywell, Northrup Grumman, Pratt & Whitney

Clothing Adidas, Columbia Sportswear, Ralph Lauren, Red Wing Shoe Company, Skechers, Tommy Bahama

Consumer Goods

Electronics
Heavy Equipment

Petroleum

Pharmaceutical

Callaway Golf Company, Citizens Watch, Crate & Barrel, Fossil, GE Appliances, Home Depot, Hugo Boss, Ikea, Makita, Michaels, REI,
Stanley Black & Decker, Sub-Zero Group

Fujifilm, Mitsubishi Electronic Power Products, Panasonic, Ricoh Electronics, Sony

Blount International, Caterpillar, CNH, Kawasaki, Komatsu, Kubota, Mitsubishi Logisnext America, Polaris, Yamaha

Chevron, CITGO, Marathon, Phillips 66, Shell

Abbott Laboratories, Baxter Healthcare Corp, Catalent Pharma Solutions, Eli Lily, Janssen Pharmaceuticals, Johnson & Johnson,
Packaging Coordinators, Pfizer, Sanofi




Common FTZ Myths

 Myth #1 - The foreign-trade zone is geographically limited to a pre-approved zone
Reality — as a potential FTZ operator, forget the zone map exists; we can get you
activated

 Myth #2 — The FTZ is a warehouse at the airport where a company can store its

product
Reality — The foreign-trade zone is your facility, your warehouse, and you control the
inventory

 Myth #3 — My product has to be imported through a specific port-of-entry to use the
FTZ
Reality — Your product come into the U.S. through any port by any means, and never
has to pass through the FTZ grantee port-of-entry

FTZRockford.com



Economic Impact

Transparent and readily available economic impact metrics are available to
download at https.//ftzrockford.com/ftz-rockford/economic-impact/

About FTZ Sites How to Apply for FTZ FTZ Benefits Calculator 3PL FTZ Warehouse Economic Impact Resources Contact Us

ECONOMIC IMPACT METRICS

The purpose of the Foreign Trade Zone program is to increase economic activity, employment and capital investment in the United States. This is accomplished by reducing costs and
optimizing supply chain operations. The below data reflects:

« Employment - this reflects the total number of people employed in FTZ #176 zone operations. An increase in employment indicates growth in number of people with employment tied
to FTZ activities.

e Total Value of Shipments — this reflects the total revenue coming into the foreign trade zone operation, inclusive of both domestic and international sales. An increase in the total value

of shipments reflects an increase in revenue to FTZ #176 operators.

e Exports — This reflects the total value of experted product from FTZ #176 sites and subzones. An increase in exports reflects positive GDP to the United States.

To read an analysis of the below data, read our 2024 Annual Report.

0 0 0 0 020 019 018 0 016 0 0

Employment 3,989 3671 2543 2457 2582 2199 2881 2142 2071 1,845 1,953
5Year Rolling Average 2,907 2672 2,417 233 2,237 2132 2022 1,854 1171 1,711 1678
% Increasey |y 9% 4% 4% 5% 17% 5% 20% 3% 12% 5% 27%
5.-Year CAGR 13% 7% 3% 3% % 2% 1% 6% 5% 3% 6%
Value of Shipments $1,737,110,895 | 52248754476 |  $1,815792267 | 51101721928 | $680,414,159 | $599650894 | $577,413776 |  $150812540 565,981,884 569,870,077 | 5323549082
5.Year Rolling Average $1,363907,437 |  $1,170,624,583 820,967,594 $520332530 | 5357357222 | 207879711 | $242707,397 | §160634648 | $169,951,943 | $190,745955 | 5220964924
% Increase y [y 2% 24% 65% 62% 13% % 283% 129% 5% 78% 20%
5-Year CAGR 24% 31% 84% 76% 8% 13% 17% 2% 5% -18% 28%
Exports $129,204,912 196,600,801 $184,334,201 $164,072,473 590,358,351 $72,206,038 593928107 |  S115671283 513,963 711 523,641,568 $62,390 644
5-Year Rolling Average 139,462,796 133,583,329 $120,095,076 591,699,934 68,294,843 $63,716,892 559,451,152 547,532,270 531,648,121 535,180,203 538,064,863
% Increasey |y 34% 7% 12% 82% 25% 23% 19% 728% 41% £2% 35%
5-Year CAGR 12% 16% 10% 64% 31% 3% 15% 39% T% 4% 46%

e -

Source: FTZ #176 Annual Reports submitted to National FTZ Board. Data is aggregated and does not reflect any individual company’s information. Updated April 2025; next release April
2026.

FTZRockford.com



https://ftzrockford.com/ftz-rockford/economic-impact/

Total Value of Shipments From FTZ #176
2019 - 2024 CAGR 24%

Economic Impact .

5
: %
Foreign Trade Zone #176 continues to grow; since 2019: 52
* Employment CAGR of 13% .
. $1
* Value of shipments CAGR of 24%
$_
A Val.ue Of EXpOI’tS CAGR Of 12% 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
== \/alue of Shipments e 5-Year Rolling Average
Total Employment in FTZ #176 Total Value of Exports from FTZ #176
2019 - 2024 CAGR 13% 2019 - 2024 CAGR 12%
4,500 L, $250
4,000 5
3,500 E $200
3,000
2,500 S $150
2,000 $100
1,500
1,000 $50
500
$_
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
e Employment === 5-Year Rolling Average e EXpOrts e 5-Year Rolling Average
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Administrator FTZ #176
312-221-1115
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