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hours. We understand that drawback is not
payable without proof of compliance.

INVENTORY PROCEDURES

(Describe your inventory records and state
how those records will meet the drawback
recordkeeping requirements set forth in 19
U.S.C. 1313 and part 191 of the CBP Regula-
tions as discussed under the heading PROCE-
DURES AND RECORDS MAINTAINED. To
insure compliance the following should be
included in your discussion:)

RECEIPT AND RAW STOCK STORAGE

RECORDS
CONSTRUCTION AND EQUIPMENT
RECORDS
FINISHED STOCK STORAGE RECORDS
SHIPPING RECORDS

BASIS OF CLAIM FOR DRAWBACK

(There are three different bases that may be
used to claim drawback: (1) Used in; (2) Ap-
pearing In; and (3) Used less Valuable Waste.)
(The ““Used In” basis may be employed only
if there is either no waste or valueless or un-
recovered waste in the operation. Irrecover-
able or valueless waste does not reduce the
amount of drawback when claims are based
on the “Used In”’ basis. Drawback is payable
in the amount of 99 percent of the duty paid
on the quantity of imported material used to
construct and equip the exported article.)
(For example, if 100 pounds of material, val-
ued at $1.00 per pound, were used in manufac-
ture resulting in 10 pounds of irrecoverable
or valueless waste, the 10 pounds of irrecov-
erable or valueless waste would not reduce
the drawback. In this case drawback would
be payable on 99% of the duty paid on the 100
pounds of imported material used in con-
structing and equipping the exported arti-
cles.)

(The ‘‘Appearing In’’ basis may be used re-
gardless of whether there is waste. If the
““‘Appearing In’’ basis is used, the claimant
does not need to keep records of waste and
its value. However, the manufacturer must
establish the identity and quantity of the
merchandise appearing in the exported prod-
uct and provide this information. Waste re-
duces the amount of drawback when claims
are made on the ‘“‘Appearing In’’ basis. Draw-
back is payable on 99 percent of the duty
paid on the quantity of imported material
which appears in the exported articles. ‘‘Ap-
pearing In” may not be used if multiple
products are involved.)

(Based on the previous example, drawback
would be payable on the 90 pounds of im-
ported material which actually went into the
exported product (appearing in) rather than
the 100 pounds used in as set forth pre-
viously.)

(The ‘““Used Less Valuable Waste’ basis may
be employed when the manufacturer recovers
valuable waste, and keeps records of the
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quantity and value of waste from each lot of
merchandise. The value of the waste reduces
the amount of drawback when claims are
based on the ‘““Used Less Valuable Waste”
basis. When valuable waste is incurred, the
drawback allowance on the exported article
is based on the duty paid on the quantity of
imported material used to construct and
equip the exported product, reduced by the
quantity of such material which the value of
the waste would replace. Thus in this case,
drawback is claimed on the quantity of eligi-
ble material actually used to produce the ex-
ported product, less the amount of such ma-
terial which the value of the waste would re-
place. Note section 191.26(c) of the CBP Regu-
lations.)

(Based on the previous examples, if the 10
pounds of waste had a value of $.50 per
pound, then the 10 pounds of waste, having a
total value of $5.00, would be equivalent in
value to 5 pounds of the imported material.
Thus the value of the waste would replace 5
pounds of the merchandise used, and draw-
back is payable on 99 percent of the duty
paid on the 95 pounds of imported material
rather than on the 100 pounds ‘“Used In’’ or
the 90 pounds ‘‘Appearing In’’ as set forth in
the above examples.)

(Two methods exist for the manufacturer to
show the quantity of material used or ap-
pearing in the exported article: (1) Schedule
or (2) Abstract.)

(A ‘“‘schedule” shows the quantity of mate-
rial used in producing each unit of product.
The schedule method is usually employed
when a standard line of merchandise is being
produced according to fixed formulas. Some
schedules will show the quantity of merchan-
dise used to manufacture or produce each ar-
ticle and others will show the quantity ap-
pearing in each finished article. Schedules
may be prepared to show the quantity of
merchandise either on the basis of percent-
ages or by actual weights and measurements.
A schedule determines the amount that will
be needed to produce a unit of product before
the material is actually used in production;)
(An ‘“‘abstract” is the summary of the
records (which may be set forth on Customs
Form 7551) which shows the total quantity
used in producing all products during the pe-
riod covered by the abstract. The abstract
looks at a duration of time, for instance 3
months, in which the quantity of material
has been used. An abstract looks back on
how much material was actually used after a
production period has been completed.)

(An applicant who fails to indicate the
‘“‘schedule” choice must base his claims on
the ‘‘abstract’” method. State which Basis
and Method you will use. An example of Used
In by Schedule would read:)

We shall claim drawback on the quantity
of (specify material) used in manufacturing
(exported article) according to the schedule
set forth below.
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