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SUBJECT:	 ADOPTION OF A RESOLUTION AMENDING RESOLUTION NO. 72737 
TO ESTABLISH FOREIGN TRADE ZONE ALTERNATIVE SITE 
FRAMEWORK FEES FOR ECONOMIC DEVELOPMENT 

RECOMMENDATION 

Adopt a resolution amending the 2012-2013 Adopted Fees and Charges (Resolution No. 72737) 
to: 

a.	 Establish an application fee of $500 for a Foreign Trade Zone Alternative Site 
Framework Usage Driven Site; 

b.	 Establish an operating agreement set-up fee of $2,500 for a Foreign Trade Zone 
Alternative Site Framework Usage Driven Site; and 

c.	 Establish an annual operating agreement maintenance fee of $275 for a Foreign Trade 
Zone Alternative Site Framework Usage Driven Site. 

OUTCOME 

By establishing these three Foreign Trade Zone fees the City will be able to accept Foreign Trade 
Zone Alternative Site Framework applications from San Josd businesses that want to take 
advantage of a new expedited review process by the Foreign Trade Zone Board. Activated 
Foreign Trade Zone sites will allow companies to realize significant savings from import duties. 

BACKGROUND 

The City is the grantee for Foreign Trade Zone #18, which currently consists of one General 
Purpose Foreign Trade Zone and three Foreign Trade Subzones. The General Purpose Zone is a 
facility for multiple users and is used primarily for distribution, packaging storage, and, 
manipulation of products. The City contracts with San Josd Distribution Services, a private 
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warehouse-logistics company to operate the General Purpose Foreign Trade Zone. A Subzoneis 
a Foreign Trade Zone designation for a single company. Space Systems Loral, Lam Research, 
and Tesla Motors have become Subzones under the City’s Foreign Trade Zone jurisdiction. 

Last year, the Foreign Trade Zones Board ("Board") of the U.S. Department of Commerce 
created a new designation, the Alternative Site Framework (ASF) Foreign Trade Zone that 
existing Foreign Trade Zone grantees can pursue and companies located within the ASF Foreign 
Trade Zone can apply for. Under the ASF Foreign Trade Zone, the City, in its role as grantee, 
designated all of San Josd in a single contiguous area as its Service Area. The ASF designation 
allows up to 2,000 acres to be activated as Foreign Trade Zone sites. 

On April 4, 2012, the Board received the City’s application to reorganize its Foreign Trade Zone 
#18 to the ASF. After the Board issued a 60 day public comment period followed by a review of 
the application, the Board approved the City’s application for reorganization to an ASF on July 
23, 2012. 

An important change under the new ASF approach.is that companies will have the ability to 
apply to the City and the Foreign Trade Zones Board to activate their site as a Foreign Trade 
Zone with an application review of 30-days for warehousing and distribution uses and 75-days 
for manufacturing uses. The new ASF application process reduces the average application and 
approval review time from a standard eight months to one or two months. Staff believes there 
will be greater utilization of the Foreign Trade Zone ASF program given that the application 
requirements and processing timelines have been reduced significantly. Staff has been 
marketing the Foreign Trade Zone ASF program to businesses and there is definite interest in 
activating space under the new program. 

ANALYSIS 

With the approval of the Alternative Site Framework (ASF) by the Foreign Trade Zones Board, 
the Administration recommends amending the 2012-2013 Adopted Fees and Charges Schedule 
to include the fees for administering the new processes. Under the public utility and uniform 
treatment requirements of the Foreign Trade Zone Act, Zone Grantees may impose cost recovery 
fees related to services provided. 

The application and noticing requirements under an ASF application are considerably less than 
those of the traditional Foreign Trade Main Zone or Subzone application that is already 
established. Under an ASF application, public noticing or City Council approval is not required, 
which will minimize staff time to process and submit ASF Usage Driven applications on behalf 
of businesses. 

Based on analysis of the tasks to process the initial application for the new ASF, staff 
recommends that a fee of $500 be established. The proposed application fee will cover 100% of 
staff cost to process and coordinate one application with the Foreign Trade Zones Board. In 
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addition, staff recommends that an operating agreement set-up fee of $2,500 be established. The 
proposed operating agreement fee will cover 100% of staff cost to develop and coordinate an 
operating agreement if the business decides to activate the space. Finally, staff recommends that 
an annual operating agreement maintenance fee of $275 be established. The proposed annual 
operating agreement maintenance fee will cover 100% of staff cost to collect trade activity 
information from participating companies and report to the Foreign Trade Zones board the 
required annual activity report. 

EVALUATION AND FOLLOW-UP 

The Office of Economic Development will provide an update to the Community and Economic 
Development Committee in spring 2013 on the utilization of the Foreign Trade Zone program 
under the ASF. 

PUBLIC OUTREACH/INTEREST 

Criterion 1: Requires Council action on the use of public funds equal to $1 million or 
greater. 
(Required: Website Posting) 

Criterion 2: Adoption of a new or revised policy that may have implications for public 
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting) 

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing 
that may have impacts to community services and have been identified by staff, Council or 
a Community group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

This memorandum does not meet any of the criteria above but will be posted on the City’s 
website for the November 27, 2012 City Council agenda. 

COORDINATION 

This memorandum was coordinated with the Office of the City Attorney. 

FISCAL/POLICY ALIGNMENT 

The project aligns with the City’s Economic Development Strategy #6 "Improve the Speed, 
Consistency, and Predictability of the Development Review Process, and Reduce Costs of 
Operating a Business in San JosS." 
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COST SUMMARY/IMPLICATIONS 

With the recommended establishment of the Foreign Trade Zone Alternative Site Framework 
permit fees, no General Fund revenue is assumed for 2012-2013 due to lack of historical 
collection levels of these fees. No impact to the 2012-2013 General Fund revenue estimates of 
$20,350 for the existing Foreign Trade Main and Subzone fees is anticipated with the addition of 
these new fees. Current Foreign Trade Main and Subzone participants must wait until their 
existing operating agreements with the City end before they can apply for the ASF program. 

Not a Project, File No.PP 10-067(a), Non-Project Specific Funding Mechanism 

/s/ 
KIM WALESH 
Director of Economic Development Budget Director 
Chief Strategist 

For questions please contact Joe Hedges, International Program Manager, at (408) 535-8186. 




