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 This Zone Operating Schedule (the “Schedule”) is created and approved this11th day of July 

2014. 

 

RECITALS WHEREAS Grantee has been designated by the Foreign Trade Zone Board as a 

General Purpose Foreign Trade Zone Number 199 located at the Houston-Galveston Port of Entry; 

 

WHEREAS Grantee will pursue permission to be granted from the Foreign Trade Zone Board to 

establish special purpose foreign trade subzones from time to time in Texas City, Texas; (the 

‘Subzones”):  

WHEREAS The Subzones are to be operated by the Subzones’ tenants.; and 

 

WHEREAS The Subzone Operator will operate the Subzone on behalf of Grantee; 

 

 NOW, THEREFORE, THE FOREGOING RECITALS TO BE INCORPORATED 

HEREIN, IN CONSIDERATION OF THE SCHEDULE SET FORTH BELOW, THE 

PARTIES HEREBY AGREE AS FOLLOWS: 

 

ARTICLE I. 
 

DEFINITIONS 

 

1.1 “Act” means the Foreign Trade Zones Act of 1934, 19 U.S.C. sec. 81a et. Seq., as 

from time to time amended. 
 

1.2 “Board” means the Foreign Trade Zones Board. 
 

1.3 “Bond” means the Foreign Trade Zone Operator’s Bond to be provided and 

maintained by Operator throughout the course of the Operator’s Agreement. 
 

1.4 “Customs” means the United States Customs and Border Protection. 
 

1.5 “Effective Date” means the date of transfer of activation of the Subzone to Operator 

by Customs. 
 

1.6 “Operation of the Subzone” means the record keeping and compliance activities of 

the Operator conducted pursuant to the Act and regulations promulgated under the 

Act. 
 

1.7 “Zone” means the general purpose zone and all subzones designated under the grant 

of authority from the Board of Grantee. 
 

 

 

 

 

 

 

ARTICLE II. 
 

APPOINTMENT OF OPERATOR FOR SUBZONES AND GENERAL ZONE 

 

 2.1 Appointment.  Grantee grants Subzone Operators the exclusive authority to operate 
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and maintain their respective Subzone as a Special Purpose Subzone subject to the terms and 

conditions of this Schedule. 
 

 2.2 Term of Appointment.  The Subzone Agreement entered into for each Subzone  shall 

be effective upon the Effective Date. The term of the Agreement  is one year from the Effective 

Date. This Agreement shall renew automatically for additional one year terms unless written notice 

of termination is given by one party to the other at least sixty (60) days in advance of the end of any 

such one year term, or unless this Agreement has been terminated pursuant to the provisions of this 

Schedule. 

 2.3 General Zone. In general FTZ 199 shall be operated by or under the general 

management of Zone Grantee, subject to the requirements of the Act and regulations of other 

federal, state, and local agencies having jurisdiction over the sites and operations.  The Grantee 

may select to allow the tenant to operate or provide an Operator or operate with its own staff.  

All costs of the Operations shall be shared by the tenants of the Subzones and General Zone in 

accordance with Exhibit A “Texas City Harbour Foreign Trade Zone Corporation, Zone 

Operation Schedule, Operator Fees.” 

 

 

ARTICLE III. 
 

OPERATIONS 

 

 3.1 Compliance with Act and Regulations.  Operators shall operate and maintain the 

Subzone and Zone area in accordance with all provisions of the Act and all applicable federal 

regulations as may be in effect from time to time during the course of this Schedule. 
 

 3.2 Access of Grantee Representatives.  Grantee representatives shall have the right to 

enter the Subzone and General Zone tenants’ property, accompanied by a representative of Operator, 

upon reasonable notice during normal business hours for the purpose of determining whether 

Operator is complying with the terms of this Schedule and the Agreement between Grantee and 

Subzone Operator. Grantee representatives permitted to enter the Subzone and Zone shall be limited 

to the minimum number necessary to accomplish the purpose of the visit; such Grantee 

representatives shall observe and abide by all rules of the Operators applicable to visitors. Operators 

agree to make all books and records related to the Operation of the its respective Subzone or Zone 

area available for inspection by Grantee upon request. 
 

 3.3 Foreign Trade Zone Procedures Manual.  Operators shall prepare a Foreign Trade 

Zone Procedures Manual in accordance with the Foreign Trade Zone regulations and with 

requirements of Customs. Operators shall supply a current version of the Foreign Trade Zone 

Procedures Manual to Grantee. 
 

 3.4 Customs Entries.  Operators shall be responsible for the proper admission of all 

merchandise into their respective Subzone and Zones areas, and for the satisfaction of all Customs 

requirements regarding merchandise at their respective Subzone and Zone area. In this connection, 

on the Effective Date of an Agreement, Grantee shall provide Operator with a Power of Attorney in 

a form acceptable to Customs granting Operator the authority to sign all documents related to 

Customs entries at the Subzone or Zone area on behalf of Grantee. 
 

 3.5 Correspondence with Customs.  Operators will promptly provide copies to Grantee of 

all correspondence between Operator and Customs with regard to any violations of Customs laws, 
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regulations, or policies which relate to activity at the Subzone or within the Zone areas. In addition, 

Operators shall promptly notify Grantee of any conversations between employees or representatives 

of Operator and Customs personnel which Operator reasonably believes to be likely to result in the 

assessment of fines or penalties by Customs against Operator. 

 3.6 Correspondence with the Foreign Trade Zones Board. Operators will promptly 

provide copies to Grantee of all correspondence between Operator and the Foreign Trade Zones 

Board related to the Operation of the Subzone or Zone area. 
 

 3.7 Additional Users.  No one other than the Subzone or Zone Operators and its affiliates 

shall be allowed to use the Subzone or Zone  area without the advance written consent of Grantee. 
 

 3.8 Improvements.  As of the Effective Date, the improvements located within the 

respective Subzone or  Zone area will have been approved by the Foreign Trade Zones Board and 

Customs to the extent required by the Act and applicable regulations thereunder. If an Operator shall 

make any alterations within the Subzone or Zone  area which would require additional approvals of 

the Board or Customs, the Operator of that respective Subzone or Zone area shall notify Grantee 

prior to seeking such approvals. Operators shall be responsible for  the cost of any modifications or 

additions to the improvements of their respective Subzones or Zone areas, whether or not such 

improvements are required by Customs or the Foreign Trade Zones Board. 
 

 3.9 Designated Representative of Operator for Coordination with Grantee.  Operators 

shall designate a representative to coordinate all matters with Grantee. Operators shall notify Grantee 

of any change in the representative. 

 

ARTICLE IV. 
 

OPERATING COSTS AND FEES 

 

 4.1 Direct Costs.  Operators shall pay all costs directly associated with their respective 

Subzone or Zone area. 
 

 4.2 Subzone User Fee.  Operators shall pay to Grantee an annual subzone user fee in 

accordance with the fee schedule of Grantee then in effect. The fee schedule in effect as of the date 

of this Schedule is attached as Exhibit A. Except for its obligation to pay direct costs under Section 

4.1 and the Subzone user fee under Section 4.2, Operators shall have no other obligation or 

responsibility to pay, reimburse, or otherwise incur expenses related to the maintenance and 

operation of Grantee and the Zone. 

 

ARTICLE V. 
 

BOOKS, RECORDS AND REPORTS 

 

 5.1 Books and Records.  Operators shall maintain complete and accurate books and 

records of all transactions occurring within their respective Subzone or Zone area. 
 

 5.2 Retention of Records.  Operators shall retain all records pertaining to the Operation of 

their respective Subzone or Zone area for at least five (5) years after the merchandise covered by 

such records has been withdrawn from their respective Subzone or Zone area, or longer if required 

by Customs. 
 

 5.3 Audit of Books and Records.  Grantee may conduct an audit, no more frequently than 
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annually, of such Operator’s books and records as related to Operator’s Operation of their respective 

Subzone or Zone area, for the purpose of satisfying itself with respect to such compliance; provided, 

however, that, if Grantee shall certify to Operator that Grantee has reasonable cause to believe that 

Operator is materially out of compliance with the Act or applicable regulations thereunder such that 

Grantee may be at risk of monetary liability as a result thereof, then Grantee may conduct such 

additional audits of such books and records as are reasonably necessary. If Grantee desires to 

conduct an audit pursuant to this Section 5.3, it shall give Operator reasonable notice thereof. In the 

conduct of such audit, Grantee shall be bound by all the provisions of this Schedule and its 

respective agreement with the Grantee. The cost of any such audit shall be borne by Grantee, subject 

to reimbursement as provided in Section 6.3. 
 

 

 5.4 Reports.   Operators agree to submit to Grantee at least thirty (30) days prior to the 

date Grantee’s annual report is due to the Board, a report containing data required to be submitted in 

such annual report. In addition, Operators agree to promptly provide Grantee with such information 

concerning Operation of their respective Subzone or Zone area as Grantee may be required to submit 

to the Board, to Customs, or to any other governmental agency; provided that Grantee shall give 

Operators at least thirty (30) days written notice of any requirement it may have for usual or non-

routinely provided information. Operators shall warrant that all information provided or to be 

provided to Grantee for submission to a governmental agency, including without limitation 

information provided to Grantee in connection with the application for their respective Subzone or 

Zone area, is or will be true and correct at the same time such information is provided. Operators 

agree to promptly update information provided to Grantee which is later determined to be or have 

become incorrect. 
 

 5.5 Confidentiality.   All financial and operating information of Operators or any of its 

affiliates, received by, reviewed by, or made known to Grantee, and all information of any kind 

contained in the books and records of Operators and disclosed or made known to Grantee pursuant to 

this Schedule and/or Agreement between Grantee and Operator, shall be kept strictly confidential, 

except as such information may be required to be disclosed to the Board, Customs, or other 

governmental agency under applicable law.  

 

ARTICLE VI. 
 

INSURANCE AND BOND REQUIREMENTS 

 

 6.1 Insurance.  Subzone Operators or General Zone Tenants agree to place with an 

insurance company, or self insure, at Subzone Operator or General Zone Tenant’s discretion, and 

keep in effect during the life of their respective agreement with Grantee. insurance for the benefit of 

the Zone Grantee and with Zone Grantee shown as an additional insured, including an obligation of 

the insurer to defend the Zone Grantee in any action covered by said insurance, covering public 

liability for the Subzone or area occupied by the General Zone Tenant in amount not less than 

$1,000,000.00 for injury to one person, $1,000,000.00 for injuries to all persons, and $1,000,000.00 

for damage to property, per occurrence. Upon request, Subzone Operators or General Zone Tenants 

will furnish the Zone Grantee certificates of such insurance, or evidence of self-insurance. Subzone 

Operators or General Zone Tenants will promptly pay all such insurance premiums, if any, as and 

when the same become due. 
 

 6.2 Customs Bond.  Operators shall provide Customs a Foreign Trade Zone Operator’s 
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Bond, and maintain such Bond throughout the course of their respective Agreement. Operator shall 

provide Grantee notice of any material modification to the Bond. 
 

 6.3 Suspension of Admissions for Insufficient Bond.  Grantee may suspend the authority 

of an Operator to admit merchandise to the Subzone or Zone area as foreign privileged, foreign non-

privileged, or zone restricted status upon ten (10) days written notice to Operator of any of the 

following: 
 

(a) Grantee has requested but has not been provided with satisfactory evidence that a 

Bond is in effect; 
 

(b) Grantee reasonably believes that Bond is or has become insufficient in amount; 
 

(c) Grantee reasonably believes that the surety writing the Bond may not be able to meet 

its obligation in the event of a default requiring payment of the full amount of the 

Bond; or 
 

       (d) Grantee otherwise reasonably believes the Bond to be defective or insufficient. It is 

specifically provided, however, that Operator shall have a reasonable amount of time within which 

to cure any such condition prior to the suspension of the Operator’s authority to admit merchandise 

to the Subzone or Zone area. A suspension of Operator’s authority to admit merchandise to the 

Subzone or Zone area under this provision shall remain in effect until Grantee has provided Operator 

with written notice that Grantee’s concern about the Bond has been cured. Grantee’s right to suspend 

Operator’s authority to admit merchandise to the Subzone or Zone area pursuant to this provision is 

cumulative to any remedy for Operator’s default Grantee may have pursuant to Section 9.1. If 

suspension of Operator’s authority to admit merchandise occurs as a result of an audit by Grantee, or 

if an audit of Operator by Grantee is, in Grantee’s reasonable belief, necessary to reinstate the 

authority of Operator to admit merchandise to the Subzone or Zone area, then Grantee may require 

reimbursement for the actual costs of the audit as a condition of reinstatement of the authority of 

Operator to admit merchandise to the Subzone or Zone area. The suspension detailed in this 

provision applies only to Operator’s authority to admit new merchandise to the Subzone or Zone 

area under foreign trade zone procedures. The suspension does not affect activation, the status of 

goods already admitted to the Subzone or Zone area, or the general operation of the facility. 
 

 6.4 Deactivation of Subzone.  Failure by an Operator to comply with all Customs rules 

and regulations, to pay all Subzone fees and charges, Customs charges and/or penalties, or to abide 

by any of the terms and conditions of this Schedule or Agreement between Operator and TCHFTZC 

may result in the deactivation of the Subzone or use of the Zone by Grantee. Grantee will provide 

thirty (30) days notice to Operator of the Grantee’s intent to deactivate and the reason for such 

action. Operator has the right to cure any such infraction under this Schedule and in accordance with 

its Agreement with the TCHFTZC within the thirty (30) day period to avoid deactivation. 

 

ARTICLE VII. 
 

INDEMNITY 

 

 7.1 Indemnification.  Operator will indemnity Grantee and the City of Texas City, 

TCHFTZC, and their commission members, directors, officers, employees, and agents, and hold 

them harmless from and against any and all claims, actions, damages, liabilities and expenses 

(including attorney’s fees) occurring at or in connection with the Subzone or Zone area. In the event 

any claim subject to the above indemnity is asserted against Grantee or anyone else to which this 
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indemnity is applicable, the party seeking indemnity agrees to promptly (and, in any event, in 

reasonably sufficient time to permit Operator to preserve all of its rights to defend against such 

claim) notify Operator in writing of the claim, and shall provide Operator an opportunity to defend 

against such claim. This indemnity shall continue beyond the termination of the Agreement between 

it and the TCHFTAC with respect to any claims, actions, damages, liabilities, or expenses arising 

from occurrences, acts, or omissions during the course of its Agreement.  

 

ARTICLE VIII. 
 

ASSIGNMENT 

 

 8.1 Prohibition of Assignment.  Except as provided below, Operators may not assign 

or transfer their interest in or responsibilities under this Schedule or its respective Agreement 

with the TCHFTZ without the prior written consent of Grantee. For purposes of this provision, 

any transfer of an interest in Operator which would result in either (a) an ownership change as 

defined in Section 382(g) of the Internal Revenue Code of 1986, or (b) the termination of a 

partnership under Section 708 of the Internal Revenue Code of 1986, shall be deemed to be an 

assignment of its Agreement. Any attempted assignment not in compliance with this Article VIII 

shall be void ab initio. 

 

 8.2 Approved Transfer.  Operators may assign its interest in its Agreement to an 

affiliate of Operator upon notice to, but without prior consent of Grantee. For purposes of this 

provision, an affiliate shall mean an entity in majority control of, or majority controlled by, 

Operator. 

 

ARTICLE IX. 
 

DEFAULT 

 

 9.1 Operator Default.  In the event of default of an Agreement  by Operator or User, 

Grantee shall deliver to Operator written notice specifying such default, and if the default specified 

in the notice is not cured within a thirty (30) day period after the date of delivery of such notice, or, 

in the event of a default which is incapable of cure within such thirty (30) day period, Operator has 

not diligently proceeded to cure such default within such thirty (30) day period, then Grantee may, as 

its option, terminate its Agreement and Operator’s right to operate the Subzone or within the Zone 

area . Termination of its Agreement  pursuant to this provision does not relieve Operator of the 

responsibility for payment of costs accrued during the course of its Agreement or related to the 

course of its Agreement, or for duties, penalties, or other payments to Customs related to events 

occurring during the course of its Agreement. This remedy is cumulative to any other remedies 

allowed by law. 
 

 9.2 Default by Grantee.  In the event of default under an Agreement by Grantee, Operator 

shall deliver to Grantee written notice specifying such default, and, if the default specified in the 

notice is not cured within a thirty (30) day period after the delivery of such notice, or, in the event of 

a default which is incapable of cure within such thirty (30) day period, Grantee has not diligently 

proceeded to cure such default, then Operator, as its sole remedy, may elect to either (a) terminate its 

Agreement, or (b) specifically enforce its Agreement. In the event Operator terminates its Agreement 

under this provision, Operator will nevertheless remain liable for any costs incurred during the 
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course of its Agreement, and for duties, penalties, or other payments to Customs related to events 

occurring during the course of its Agreement. 

 

ARTICLE X. 
 

TERMINATION 

 

 10.1 Termination.  An Agreement entered into under this Schedule shall terminate on the 

earlier of: 
 

(a) Notice of termination given pursuant to Section 2.2; 
 

(b) Termination pursuant to default in the Schedule provided in Article IX above or the 

Agreement between the Operator and the TCHFTZC; 
  

(d) Deactivation of the Subzone due to default of the Subzone user under the Subzone 

Approval and Tax Equivalency Agreement related to the Subzone; or 
 

(e) Termination, whether voluntary or otherwise, of the grant of authority from the 

Board of the General Purpose Foreign Trade Zone, or of the Subzone. 
 

Operator shall remain liable after termination of its Agreement for all costs and expenses accrued 

during the course of its Agreement or related to the course of its Agreement, and for duties, penalties 

or other payments to Customs related to events occurring during the course of its Agreement. 

 

ARTICLE XI. 
 

TAX EQUIVALENCY PAYMENT 

 11.1 Tax Equivalency Payment.  Application for this Subzone is authorized pursuant to the 

Subzone Approval and Tax Equivalency Payment Agreement by and among the City of Texas City, 

Grantee, and Operator. The parties acknowledge that notwithstanding any provision of this Schedule 

or its Agreement, the Subzone is subject to deactivation by Grantee in accordance with the terms of 

the Subzone Approval and Tax Equivalency Payment Agreement in the event Operator fails to make 

a required tax equivalency payment pursuant to the Subzone Approval and Tax Equivalency 

Payment Agreement. 

 

ARTICLE XIII. 
 

MISCELLANEOUS 

 

 13.1 Amendments.  An Agreement may be amended only by written consent of both 

parties. 
 

 13.2 Governing Law.  This Schedule and an Agreement shall be construed under and in 

accordance with the laws of the State of Texas. 
 

 13.3 Further Assurances.  The parties of an Agreement will covenant and agree that they 

will execute such other and further documents as are or may become necessary or convenient to 

effectuate and carry out the purpose of their respective Agreement. 
 

 13.4 Headings.  The headings in this Schedule are used for administrative purposes only 

and do not constitute substantive matters to be considered in construing the terms of this Schedule. 
 

 13.5 Binding Effect.  An Agreement shall be binding upon and inure to the benefit of the 
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parties of an Agreement  or their respective legal representatives, successors, transferees, and assigns 

where permitted by this Schedule or its Agreement. 
 

 13.6 Entire Agreement.  An Agreement supersedes any prior understanding or oral 

agreements between parties with respect to the subject matter and constitutes the entire 

understanding and Agreement between parties with respect to the subject matter -, and there are no 

agreements, understandings, restrictions, representations, or warranties among parties with respect to 

the subject matter other than those set forth herein or provided for herein. 
 

 13.7 Counterparts.  An Agreement may be executed in multiple counterparts, each of 

which shall constitute an original, but all of which in the aggregate shall constitute one agreement. 
 

 13.8 Severability.  If any provision contained in an Agreement is held to be invalid, illegal, 

or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any 

other provision, and the Agreement shall be construed as if such invalid, illegal, or unenforceable 

provision had never been contained therein. 
 

 13.9 Gender.  Whenever the context requires, all words herein shall be deemed to include 

the male, female, and neutral gender, singular words shall include the plural, and vice versa. 
 

 13.10 Relationship.  Nothing herein contained shall be deemed or construed by parties, nor 

by any third party, as creating any relationship of principal and agent or partners between parties.  
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EXHIBIT “A” 

TEXAS CITY HARBOUR FOREIGN TRADE ZONE CORPORATION 

ZONE OPERATING SCHEDULE 

OPERATOR FEES 

DATE June 18, 2014 

 

 

 

ANNUAL USER/OPERATOR FEE: 

  

The Annual User/Operator Fee is a flat fee by tier plus $45 per acre of activated zone.  

 

Flat Fee Tiers  Acres  Flat Fee 

Tier 1   0 < 500 $3,000 

Tier 2   500 < 900 $5,000  

Tier 3   900 <  $10,000 

 

Fees are calculated based on the maximum area occupied at any point by the operator during the 

calendar year of the billing cycle (January 1 – December 31).  

 

FEE CALCULATION: 

   

Tier Fee + (Acres) x ($45) = Total Annual Fee 

 

ACTIVATION, DEACTIVATION AND BOUNDARY MODIFICATIONS 

 

A flat fee of $5,000 will be accessed to the operator per instance of activation, deactivation or 

boundary modification.  


