COUNCIL COMMUNICATION

DATE: SUBJECT: FINAIL READING OF ORDINANCE NO. 2000-0-183
Establishing and creating Policy and Procedures to consider requests for Foreign-Trade
7-24-00 7Zone Boundary (FTZ) Modifications that temporarily transfer FTZ designation from the

Laredo International Airport Site No. 1 to private sites not currently participating in the
[TZ Program; establishing an Administrative Fee of $200.00 per acre per month, subject to
Foreign-Trade Zones Board approval; and authorizing the City Manager to implement said
Policy and Procedures; providing for an effective date.

INITIATED BY: Cynthia Collazo STAFF SOURCE: Jose L. Flores
Acting City Manager Airport Director
PREVIOUS ACTION: On July 17, 2000 City Council held a Public Hearing and introduced an
ordinance, and Staff was instructed to proceed.

BACKGROUND: A Foreign-Trade Zone is a secured specialized area, in or adjacent to the U. S. Port of
Entry, which is considered to be outside the Customs Territory of the United States. Both foreign and
domestic merchandise may be admitted to a Zone with no duty paid on the foreign merchandise unless and
until it leave the zone for domestic consumption. If the merchandise is exported, no duties are paid to U.S.
Customs.

A Foreign-Trade Zone offers certain benefits to manufacturers who use foreign parts in the manufacturing
process. At present, Foreign-Trade Zones approved acreage and activation status is as follows:

Site Location Acreage Status

1 Airport 500 Active

2 Tex-Mex Railway 19.28 Not Active

3 Killam 500 Active

4 Dolores 1,500 Not Active

5 La Barranca Ranch 50 Not Active

6 Unitec Industrial Park 682 Application on file with FTZ Board
7 Embarcadero Industrial Park 360 Application being submitted to FTZ

FINANCIAL:

(a) Initial Activation in the amount of two cents ($0.02) per square foot of activated space with a minimum
of $500 and a maximum of $5,000;

(b) Annual Administration Fee of three cents ($0.03) per square foot of activated space; and

(c) An Activity Fee of $2.00 for the following U. S. Customs Transactions (CF 214, CF 216 or their
equivalent).

Administrative fee of $200.00 per acre per month of FTZ designation transferred.

COMMITTEE RECOMMENDATION: The STAFF RECOMMENDATION: That the City Manager
Airport Advisory Committee recommends the 'be authorized to implement the proposed Foreign-Trade
adoption of the proposed Foreign-Trade Zone |Zone Temporary, Boundary Modification Policy and
Temporary Boundary Modification Policy and  |Procedures. '

Procedures.




Background (Cont.)

The temporary boundary modification application preparation as well as the cost of same will be borne by
Transmaritime, Inc. Upon completion of the application, it will be submitted to the Foreign-Trade Zones
Board in Washington, D.C. Furthermore, the application requires the concurrence of the U. S. Customs
Service and the Department of Commerce.

The activation of one acre under the Foreign-Trade Zone program generates $2,178.00 to the Airport Fund
during the first year plus an income based on zone activity. And during every subsequent year, the one acre
would generate an income of $1,306.00 plus an income based on zone activity.

The number of acres currently being used for Foreign-Trade Zone purposes at the airport total less than 5
acres or approximately one (1) percent of the total acreage approved for FTZ status. As you can see, an idle
Foreign-Trade Zone acre yields no benefit to the Airport Fund and does not help the City’s efforts to
stimulate economic development opportunities and the creation of jobs in our community.

A Foreign-Trade Zone Site Developer Agreement between the City of Laredo and applicants will be
required upon approval of the temporary boundary modification application by the Foreign-Trade Zones
Board. A Foreign-Trade Zone Operator Agreements will also be required with the applicants, which will
provide for the indemnification of the City to include posting of bonds and providing for annual fees, and
payment to the airport of administration fees and transaction fees.

The temporary boundary modification will automatically lapse within three (3) years after approval by the
Foreign-Trade Zones Board at which time the 5-acre designation will cease and revert automatically to Site
1 at the Laredo International Airport.

The three-year FTZ designation limit is designed to provide the applicants reasonable time to submit to the
Foreign-Trade Zones Board in Washington, D.C. a full application for the Board’s approval.




ORIGIN AR

ORDINANCE NO. 2000-0-183

ESTABLISHING AND CREATING POLICY AND PROCEDURES TO
CONSIDER REQUESTS FOR FOREIGN-TRADE ZONE BOUNDARY (FTZ)
MODIFICATIONS THAT TEMPORARILY TRANSFER FTZ DESIGNATION
FROM THE LAREDO INTERNATIONAL SITE NO. 1 TO PRIVATE SITES
NOT CURRENTLY PARTICIPATING IN THE FTZ PROGRAM;
ESTABLISHING AN ADMINISTRATIVE FEE OF $200.00 PER ACRE PER
MONTH, SUBJECT TO FOREIGN-TRADE ZONES BOARD APPROVAL;
AND AUTHORIZING THE CITY MANAGER TO IMPLEMENT SAID POLICY
AND PROCEDURES; PROVIDING FOR AN EFFECTIVE DATE,

WHEREAS, the City of Laredo is the Grantee of Foreign Trade Zone No. 94, and

WHEREAS, the City of Laredo proposes to make available Foreign Trade Zone
designation to private sites not currently participating in the FTZ program, and

WHEREAS, The conveyance of temporary Foreign Trade Zone designation for
boundary modification is authorized pursuant to Section 400.26 (c) of the Foreign Trade
Zone Act, as amended, and

WHEREAS, the City of Laredo has determined that it is advantageous to itself, its
citizenry, and the operation of its airport to adopt Policy and Procedures to consider
requests for Foreign Trade Zone Boundary Modifications to temporarily transfer, subject
to Foreign Trade Zones Board approval, Foreign Trade Zone designation from the Laredo
International Airport Site No. 1 to private sites not currently participating in the FTZ
program;

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE
CITY OF LAREDO THAT:

Section 1:  Establishing and creating Policy and Procedures to consider requests for
Foreign-Trade Zone Boundary (FTZ) Modifications that temporarily transfer FTZ
designation from the Laredo International Airport Site No. 1 to private sites not currently
participating in the FTZ Program establishing an Administrative Fee of $200.00 per acre
per month, subject to Foreign-Trade Zones Board approval, and authorizing the City
Manager to implement said Policy and Procedures.

Section 2:  This Ordinance consists of Articles I through II1, which read as follows:
ARTICLE I

POLICY STATEMENT: The City of Laredo, Grantee of Laredo’s Foreign Trade Zone No.
94, will temporarily transfer the approximate 300 acres of Foreign Trade Zone designation
from the Laredo International Airport Site No. 1 to private sites not currently participating
in the I'TZ program.




ORDINANCE ESTABLISHING AND CREATING FTZ POLICY AND PROCEDURES

The temporary transfer of Foreign Trade Zone designation will require a “Temporary
Boundary Modification” application to be submitted by applicant to the Foreign Trade
Zones Board in Washington, D.C.

The applicant must activate the boundary modification within sixty (60) days of Foreign
Trade Zone Board approval, and applicant must also file within nine (9) months of the
City Council’s approval of the Temporary Boundary Modification Resolution, an
application with the Foreign Trade Zones Board for a site expansion.

ARTICLE 11

PURPOSE: Establish policies and procedures whereby an applicant who can
demonstrate an immediate Foreign Trade Zone need and can show through a general
business plan, their financial commitment to stimulate economic development and create
jobs, will be considered for a temporary boundary modification.

ARTICLE II1
Procedures:

1. The size of Foreign Trade Zone designations available for temporary transfer
under a boundary modification procedure will be limited to an amount in acres
that applicant anticipates needing to activate under the Foreign Trade Zone
Program during the next eighteen (18) month period.

2, When awarding temporary Foreign Trade Zone designations, the City of Laredo
will consider certain factors including, but not limited to the following:

a) Applicant’s demonstrated need for Foreign Trade Zone status,

b)  Applicant’s commitment to pursue Foreign Trade Zones Board approval
for a temporary boundary modification within sixty (60) days of City
Council approval of a resolution supporting applicant’s request for a
temporary boundary modification, and applicant must agree to submit a
full site expansion application to the Foreign Trade Zones Board within
nine (9) months of City Council’s approval of applicant’s request for a
temporary boundary modification.

c) Applicant’s general business plan which demonstrates applicant’s
proposed utilization of the Foreign Trade Zone designation,

d)  Applicant’s projected revenue report indicating designation fees,
activation fees, annual fees, transaction fees, and any other fees
projected to be generated by applicant and payable to the City of Laredo
through the use of the Foreign Trade Zone designation.
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ORDINANCE ESTABLISHING AND CREATING FTZ POLICY AND PROCEDURES

e) number of new jobs that will be created by applicant as a result of this
temporary boundary modification.

3. Applicant agrees to pay, in advance, to the City of Laredo, Foreign Trade Zone
Grantee, a Foreign Trade Zone temporary designation fee of Two Hundred
Dollars ($200.00 per acre / per month) for a three (3) year period. Payment is
due to the City of Laredo on the date immediately following City Council
approval of a resolution to the Foreign Trade Zone Board supporting applicant’s
request for a temporary Boundary Modification.

Upon applicant’s receipt of Foreign Trade Zone Site Expansion approval from the
Foreign Trade Zone Board, City of Laredo agrees to reimburse applicant a
prorated amount of the designation fee based on the following formula: ($200.00
per month times the number or fraction of acres designated times the number of
months remaining in the three (3) year term of the temporary Boundary
Modification). '

In the event the Foreign Trade Zones Board does not approve the temporary
Boundary Modification, the City of Laredo agrees to reimburse applicant the
entire fee paid to the City of Laredo, excluding interest.

City of Laredo shall not reimburse Applicant for any acreage not activated under
the Foreign Trade Zone Program.

4. Foreign Trade Zone designation by the City of Laredo does not grant to applicant
any right or privilege to conduct Foreign Trade Zone activity. Applicant must
first secure Foreign Trade Zones Board and U. S. Customs approval prior to
commencing Foreign Trade Zone related activity.

5. Applicant shall, at its sole cost and expense submit within two (2) months of
award of temporary Foreign Trade Zone designation from the City of Laredo an
application to the Foreign Trade Zones Board requesting approval of the
temporary boundary modification. Failure to submit the temporary boundary
modification application will result in the City of Laredo revoking the resolution
to the Foreign Trade Zones Board requesting the Boundary Modification and
applicant shall not be entitled to any reimbursement.

6. Developers must enter into a Site Developer Agreement and Site Operators must
enter into a Foreign Trade Zone Operators Agreement with the City of Laredo,
Foreign Trade Zone Grantee, before commencing Foreign Trade Zone operations.

7. The transfer of Foreign Trade Zone designation under the Boundary Modification
procedure is temporary and is limited to three (3) consecutive years starting on the
date the City of Laredo approves a resolution to the Foreign Trade Zones Board
requesting the temporary Boundary Modification. At the end of the three (3) year
term or earlier upon termination, the Foreign Trade Zone designation will
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ORDINANCE ESTABLISHING AND CREATING FTZ POLICY AND PROCEDURES

10.

11.

12.

13.

14.

15.

automatically revert back to the City of Laredo Airport Site No. 1. Foreign Trade
Zone activities will cease under the temporary Boundary Modification unless
applicant secures FI'Z Board site expansion approval to enable it to continue to
conduct Foreign Trade Zone related activity.

It is incumbent upon applicants recommended for Foreign Trade Zone designation
by the City of Laredo under the temporary boundary modification procedure, to
submit within nine (9) months of City Council approval of a resolution supporting
the temporary boundary modification a full application to the Foreign Trade
Zones Board requesting a site expansion, if it intends to continue to conduct
activities under the Foreign Trade Zone program at the end of the three (3) year
temporary Foreign Trade Zone designation.

The City of Laredo shall bear no cost in any temporary Boundary Modification or
Site Expansion application submitted by applicant to the Foreign Trade Zones
Board.

Applicant granted Foreign Trade Zone status under the temporary Boundary
Modification procedure may not sell, convey, transfer, set over or assign its
Foreign Trade Zone designation and must comply with all provisions of the
Foreign Trade Zone Regulations.

The City’s conveyance of temporary Foreign Trade Zone designation for
boundary modification is made pursuant to Section 400.26 (c) of the Foreign
Trade Zone Act, as amended.

At least annually, the City of Laredo, Foreign Trade Zone Grantee, shall give
notice to the general public soliciting applications for Foreign Trade Zone
temporary Boundary Modifications. However, the City of Laredo will consider
applications at any time during the year. Consideration of applications for
temporary Boundary Modifications is subject to the availability of Foreign Trade
Zone acreage set aside for possible temporary Boundary Modifications.

Applications for temporary Boundary Modifications shall be submitted to the City
of Laredo in a sealed envelope marked on the outside as follows: REQUEST
FOR TEMPORARY FTZ BOUNDARY MODIFICATION to the office of the
City Secretary, City of Laredo, 1110 Houston Street, Laredo, Texas 78040.

City of Laredo does not represent or guarantee the applicant that the Foreign
Trade Zones Board will approve its temporary boundary modification or site
expansion application.

The City of Laredo reserves the right to accept or reject any and all applications.

Section 3: This Ordinance shall become effective upon passage hereof.
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ORDINANCE ESTABLISHING AND CREATING FTZ POLICY AND PROCEDURES

PASSED BY THE CITY COUNCIL AND APPROVED BY THE MAYOR ON
THIS TH DAY OF , 2000.

& lrgolintn tof Bioen

ELIZABETH G. FLORES
MAYOR

ATTEST:

A o

/%. + GUSTAVO GUEVARA, JR. "0or] DA D L CRETARY
CITY SECRETARY

APPROVED AS TO FORM:
JAIME L. FLORES
CITY ATTORNEY

BY: {Uéfié /M . é}/u/w&(%

VALERIA M. ACEVEDO
ASSISTANT CITY ATTORNEY
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