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§146.94 Records concerning establish-
ment of manufacturing period.

(a) Feedstock admitted into the refinery
subzone. The operator must maintain
appropriate inventory records during
the manufacturing period to substan-
tiate the feedstock(s) eligible for attri-
bution under §146.93(b) and in accord-
ance with the operator’s selected attri-
bution method.

(b) Final product consumed in or re-
moved from subzone. The operator must
record the date and amount of each
final product consumed in, or removed
from the subzone.

(c) Consumption or removal. The con-
sumption or removal of a final product
during a week may be considered to
have occurred on the last day of that
week for purposes of attribution and
relative value calculation instead of
the actual day on which the removal or
consumption occurred, unless the re-
finer elects to attribute using the FIFO
method (see section II of the appendix
to this part).

(d) Gain or loss. A gain or loss that
occurs during a manufacturing period
must be taken into account in deter-
mining the attribution of a final prod-
uct to a feedstock and the relative
value calculation of privileged foreign
feedstocks. Any gain in a final product
attributed to a non-privileged foreign
status feedstock is dutiable if entered
for consumption unless otherwise ex-
empt from duty.

(e) Determining gain or loss; acceptable
methods—(1)  Converting volume to
weight. Volume measurements may be
converted to weight measurements
using American Petroleum Institute
conversion factors to account for gain
or loss.

(2) Calculating feedstock factor to ac-
count for volume gain or loss. A feed-
stock factor may be calculated by di-
viding the value per barrel of produc-
tion per product category by the
quotient of the total value of produc-
tion divided by all feedstock consumed.
This factor would be applied to a fin-
ished product that has been attributed
to a feedstock to account for volume
gain.

(3) Calculating volume difference. Vol-
ume difference may be determined by
comparing the amount of feedstocks
introduced for a given period with the
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amount of final products produced dur-
ing the period, and then assigning the
volume change to each final product
proportionately.

§146.95 Methods of attribution.

(a)  Producibility—(1) General. A
subzone operator must attribute the
source of each final product. The oper-
ator is limited in this regard to feed-
stocks which were eligible for attribu-
tion during the current or prior manu-
facturing period. Attribution of final
products is allowable to the extent
that the quantity of such products
could have been produced from such
feedstocks, using the industry stand-
ards of potential production on a prac-
tical operating basis, as published in
T.D. 66-16. Once attribution is made for
a particular product, that attribution
is binding. Subsequent attributions of
feedstock to product must take prior
attributions into account. Each refiner
shall keep records showing each attri-
bution.

(2) Industry standards of potential pro-
duction. The industry standards of po-
tential production on a practical oper-
ating basis necessary for the
producibility attribution method are
contained in tables published in T.D.
66-16. With these tables, a subzone op-
erator may attribute final products
consumed in, or removed from, the
subzone to feedstocks during the cur-
rent or a prior manufacturing period.

(3) Attribution to product or feedstock
not listed in T.D. 66-16. (i) For purposes
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 appro-
priate port director. The port 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 re-
quest. If the request is approved, the
Director, ORA, shall publish a modi-
fication 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
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to determine attribution and any nec-
essary relative value calculation upon
the Customs Service demand and sub-
ject 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 com-
bination. The operator must agree in
writing that it will not, and it will not
enable any other person, to file a draw-
back claim under 19 U.S.C. 1313 incon-
sistent 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 de-
termine whether T.D. 66-16 needs to be
modified and shall publish in the Cus-
toms Bulletin each approval granted
under this paragraph and request pub-
lic comments with each such approval.

(4) Attribution to privileged foreign
feedstock; relative value. If a final prod-
uct 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 op-
erator may use the actual refinery op-
erating records to attribute the feed-
stocks used to the removed or con-
sumed products. Customs shall accept
the operator’s operating conventions to
the extent that the operator dem-
onstrates that it actually uses these
conventions in its refinery operations.
Whatever conventions are elected by
the operator, they must be used con-
sistently in order to be acceptable to
Customs. Additionally, Customs may
use these records to test the validity of
admissions into the subzone, consump-
tion 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
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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
keeping 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 de-
scribing 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 rel-
ative value calculations, the dates of
consumption and removal, and the
amounts and dates that the trans-
actions are reported to Customs.

(b) Failure to comply. Requests re-
ceived that fail to comply with para-
graph (a) of this section will be re-
turned to the requester with the de-
fects noted by the Director, Office of
Regulatory Audit.

(c) Determination by Director. When
the Director, Office of Regulatory
Audit, determines that the record-
keeping procedures provide an accept-
able basis for verifying the admissions
and removals from or consumption in a
refinery subzone, the Director will
issue a written approval to the appli-
cant.

of other record-

APPENDIX TO PART 146—GUIDELINES FOR
DETERMINING PRODUCIBILITY AND
RELATIVE VALUES FOR OIL REFIN-
ERY ZONES

Where an example is set out in this appen-
dix, the example is for purposes of illus-
trating 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 provi-
sions of this part.

I. ATTRIBUTION USING PRODUCIBILITY SHOWING
MANUFACTURING PERIODS FROM ADMISSION
T 0 REMOVAL WITHIN A CALENDER MONTH.

Volume losses and gains accounted for by
weight.
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