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of attribution, where a final product or
a feedstock is not listed in T.D. 66–16,
the operator must submit a proposed
attribution schedule, supported by a
technical memorandum, to the
appropriate district director. The district
director shall refer the request to the
Director, Office of Regulatory Audit
(‘‘ORA’’), who will verify the refiner’s
records and will coordinate with the
Director, Office of Laboratories and
Scientific Services (‘‘OLSS’’). The
Director, ORA, shall either approve or
deny the request. If the request is
approved, the Director, ORA, shall
publish a modification of T.D. 66–16. If
an operator elects to show attribution on
a producibility basis, but fails to keep
records on that basis, the operator shall
use its actual operating records to
determine attribution and any necessary
relative value calculation upon the
Customs Service demand and subject to
verification.

(ii) An operator may attribute a final
product to a feedstock in excess of the
amount allowed under T.D. 66–16,
when authorized by Customs, without
losing the ability to attribute under T.D.
66–16 for all other feedstock-final
product combinations. The operator
must use its actual production records
for the requested feedstock-final product
combination. The operator must agree in
writing that it will not, and it will not
enable any other person, to file a
drawback claim under 19 U.S.C. 1313
inconsistent with those actual
production records for that feedstock-
final product combination. The operator
shall file its request in accordance with
paragraph (a)(3) of this section. The
Director, ORA, and the Director, OLSS,
must determine whether T.D. 66–16
needs to be modified and shall publish
in the Customs Bulletin each approval
granted under this paragraph and
request public comments with each
such approval.

(4) Attribution to privileged foreign
feedstock; relative value. If a final
product is attributed to the separation of
a privileged foreign feedstock a relative
value must be assigned (see section IV
of the appendix to this part).

(b) Refinery operating records. An
operator may use the actual refinery
operating records to attribute the
feedstocks used to the removed or
consumed products. Customs shall
accept the operator’s operating
conventions to the extent that the
operator demonstrates that it actually
uses these conventions in its refinery
operations. Whatever conventions are
elected by the operator, they must be
used consistently in order to be
acceptable to Customs. Additionally,
Customs may use these records to test

the validity of admissions into the
subzone, consumption within and
removals from the subzone.

Example. If the operator mixes three equal
quantities of material in a day tank and treats
that product as a three-part mixture in its
production unit, Customs will accept the
resulting product as composed of the three
materials. If, in the alternative, the operator
assumes that the three products do not mix
and treats the first product as being
composed of the first material put into the
day tank, the second product as composed of
the second material put into the day tank,
and the third product as being composed of
the third material put into the day tank,
Customs will accept that convention also.

§ 146.96 Approval of other recordkeeping
systems.

(a) Approval procedure. An operator
must seek prior approval of another
recordkeeping procedure by submitting
the following to the Director, Office of
Regulatory Audit:

(1) An explanation of the method
describing how attribution will be made
when a finished product is removed
from or consumed in the subzone, and
how and when the feedstocks will be
decremented;

(2) A mathematical example covering
at least two months which shows the
amounts attributed, all necessary
relative value calculations, the dates of
consumption and removal, and the
amounts and dates that the transactions
are reported to Customs.

(b) Failure to comply. Requests
received that fail to comply with
paragraph (a) of this section will be
returned to the requester with the
defects noted by the Director, Office of
Regulatory Audit.

(c) Determination by Director. When
the Director, Office of Regulatory Audit,
determines that the recordkeeping
procedures provide an acceptable basis
for verifying the admissions and
removals from or consumption in a
refinery subzone, the Director will issue
a written approval to the applicant.

Appendix to Part 146—Guidelines for
Determining Producibility and Relative
Values for Oil Refinery Zones

Where an example is set out in this
appendix, the example is for purposes of
illustrating the application of a provision,
and where there is any inconsistency
between the example and the provision, the
provision prevails to the extent of the
inconsistency. Alternative formats are also
acceptable so long as they are consistent with
the provisions of this part.

I. Attribution Using Producibility Showing
Manufacturing Periods From Admission to
Removal Within a Calender Month.

Volume losses and gains accounted for by
weight.

Day 1
Receipt into the refinery subzone during a

30-day month:
50,000 pounds privileged foreign (PF) class II

crude oil.
50,000 pounds PF class III crude oil.
50,000 pounds domestic status class III crude

oil.

Day 10

Removal from the refinery subzone for
exportation of 50,000 pounds of aviation
gasoline.

The period of manufacture for the aviation
gasoline is Day 1 to Day 10. The refiner must
first attribute the designated source of the
aviation gasoline.

In order to maximize the duty benefit
conferred by the zone operation, the refiner
chooses to attribute the exported aviation
gasoline to the privileged foreign status crude
oil. Under the tables for potential production
(T.V. 66–16), class II crude has a 30%
potential, and class III has a 40% potential.
The maximum aviation gasoline producible
from the class II crude oil is 15,000 pounds
(50,000 × .30). The maximum aviation
gasoline producible from the privileged
foreign status class III crude oil is 20,000
pounds (50,000 × .40). The domestic class III
crude would also make 20,000 pounds of
aviation gasoline.

The refiner could attribute 15,000 pounds
of the privileged foreign class II crude oil,
20,000 pounds of the privileged foreign class
III crude oil, and 15,000 pounds of the
domestic class III crude oil as the source of
the 50,000 pounds of the aviation gasoline
that was exported; 35,000 pounds of class II
crude oil would be available for further
production for other than aviation gasoline,
30,000 pounds of privileged foreign class III
crude oil would be available for further
production for other than aviation gasoline,
and 35,000 pounds of domestic status class
III crude oil would be available for further
production, of which up to 5,000 pounds
could be attributed to aviation gasoline.

Day 21

Receipt in the refinery subzone:
50,000 pounds PF status class I crude oil.
50,000 pounds PF status class IV crude oil.

Day 30

Removal from the refinery subzone:
30,000 pounds of motor gasoline for

consumption.
10,000 pounds of jet fuel sold to the US Air

Force for use in military aircraft.
10,000 pounds of aviation gasoline sold to a

U.S. commuter airline for domestic flights.
10,000 pounds of kerosene for exportation.

To the extent that the crude oils that
entered production on Day 1 are attributed as
the designated sources for the products
removed on Day 30, the period of
manufacture is Day 1 to Day 30. If the refiner
chooses to attribute the crude oils that were
admitted on Day 21 as the designated sources
of the products removed on Day 30 using the
production standards published in T.D. 66–
16, the manufacturing period is Day 21 to
Day 30. This choice will be important if a
relative value calculation on the privileged
foreign status crude oil is required, because


