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Mr. BYRD of Virginia, from the Committee on Finance, submitted the
following

REPORT
[To accompany H.R. 1608]

The Committee on Finance, to whom was referred the bill (H.R.
1608) to amend the Tariff Act of 1930 to provide that certain aircraft
engines and propellers may be exported as working parts of aircraft,
and for other purposes, having considered the same, report favorably
thereon without amendment and recommend that the bill do pass.

PURPOSE

This bill would provide that aircraft engines, propellers, and parts
and accessories thereof may be imported into the United States for
purposes of repair duty free if such articles are subsequently removed
as part of an aircraft departing the United States in international
air traffic.

GENERAL STATEMENT

Present law contains a number of provisions under which articles
may bo imported duty free into thelUnited States, under bond for
various specified purposes, if they are exported within 1 year (with
discretionary extensions of time to 3 years). One such provision, item
864.05 of the Tariff Schedules of the United States (which supersedes
sec. 308(1) of the Tariff Act of 1930) permits such temporary free
importation in tho caso of morchandiso imported to bo repaired. 'Thec
rationale of this exemption is that an article temporarily imported for
repair and subsequently exported--tlhus not entering tho U.S. Inar-
ket-should be exempt from duty because it is not in reality an im-
)portation for consumption .

Your committee is advised, however, of tho inability of firms
engaged in the repair of aircraft engines to obtain the benefits of this
provision under certain circumstances. It is understood that in
;omlo instances the practice is for aircraft engines imported for repair
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to be retained ill this country within the:bonded period for replacement
of defective engines on aircraft coming into the United States in
international air traffic. An aircraft in which a repaired engine is
installed then departs tle United States and resumes its international
operations.
Under rulings of the Bureau of Customs, it is held that the instal-

lation of the rel)aired imported engine as a working part of the air-
craft andl its subsequent departure ias such in international traffic
(toes not constitute an exportationn" within the meaning of the law,
and consequently, such replacement parts lose their duty-free status.
Your committee, like the Committee on Ways and Means of tlie

House, believes that tle above result is inconsistent with the purpose
of this exemption. In the case of aircraft parts permitted free entry
for repair there is a special advantage ill that employment oppor-
tunities ill the United States are enhanced. In this connection the
Department of Commerce in its report on -H.R. 1608 advises your
committee as follows:

Tlhe Department of Commerce recommends the enactment of this
legislation. There is a sizable volume of business carried on in this
country for the overhaul of aircraft bought here from other countries.
American overhaul facilities are competing for tils business with such
facilities abroad. One of the important results of this legislation, we
feel, will be to facilitate and case the flow from foreign airlines of
repair work to American firmsengaged in this type of business.
H.R. 1608 makes it clear that it shall be irrevelant for purposes of

this exemption whether aircraft engines and propellers , Land rts.
and accessories thereof, temporarily admitted duty free under bond
for repair aire removed from the United States as cargo or as an oper-
ating part of an aircraft departing tlhe United States in international
traffic.

Section 2 of tlhe bill provides that the amendment made by the first
section of the bill is to be effective with respect to articles physically
removed from the United States on or after the date of the enactment
of the bill, without regard to when such articles were admitted into
the United States. Tlhe articles referred to are aircraft engines and
1)ropellers, and parts and accessories thereof, admitted under item
864.05 of the 'ITariff Schedules or under section 308(1) of the Tariff
Act of 1930.

I)EPARTMENTAT , lIREP'OIRTS

Favorable reports on this bill Vwere received from the Iepartments
of Commerce, 'reaslury, and theo Bureau of the Budget.

CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by tlho bill are shown
tas follows (existing law proposed to be omitte(l is enclosedl in black
l)rackets; new material is printed in italic; existing law in which no
change is )rolosed is shown l olllall):
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TITLE I OF THE TARIFF ACT OF 1930
TARIFF SCII)EDJUL)IES OF TIIE UNITE) S'TAT ES

SCIIEI)UII,IL S.---,SP CIAL CLASSIFICATION P1IOVISIONS

PAI.Tr 5.-Sanmples; Articles Admlittedl Free of l)uty Under Bond

Rates of duty
Itemi Articles _ _

1 '1

* *+* * * * * * +*

Subpart C. Articles Admitted 'Tomporarily Free of D)uty
Under Bond

Sul)part C headnnotes:
1. ''l'h articles deseril)ed in tlio provisions of tills sullpart,

when not Ilnported for sale or for sale on al) )roval, miiay be
admitted into the United States without the payment of
duty, uiider bond for tliolr exporttlion within I year from
tile (date of importation, whlch period, In tlio discretion of
tle Secretory of tlho Treasury, mliy 1)o extended, Iuuon
alplication, for ono or more furtior periods wllchl, w len
adde(l to the Initial 1 year, shall not exceed a total of 3 years,
except that articles imported under Item 861.7.5 shall bo ad-
mitted under bond for their exportation within 6 mIonths
from tle date of importation and such il-month period slall
not 1)0 extended, /'or purposes of this hcadtole, an aircraft
eliine or propeller, or any part or accessory of either, imported
under item i.1.,.O5, which is removed physically from the United
Sales as part of an aircraft departing from the United States
in international traffic shall be treated as exported.

2. Merchandise may Ibo admitted into tile United States
under Iteml 804.05 only on condition that-

(a) such nlerchandiso will not be processed into an
article manufactured or produced inI tlhe united States
if such article Is-

(I) alcohol, llstilled spirits, wine, beer, or any
dilutlon or mixture of any or all of the foregoing;

(ii) a perfulle or other comilodlity containing
ethyl alcohol (whether or not sucli alcohol Is delna-
tured), or

(ll) a product of wheat; and
(b) If any processing of suclh iorchandlso results In an

article (other than ananrticlo describedl In (a) of tills head-
note) manufactured or produced In tile limited States--

(I) a complete accounting will be mIade to t li Cus-
toIms Servico for all articles, wastes, and Irrecover-
able losses resulting from such processing, and

(II) all articles and valuaille wastes resulting from
such processing will be exported or destroyed under
customs supervision within thle bonded period.

. * ** * * . * * * * *

8l1. 05 Articles to be relpalred, altered, or processed (Including l'ree, under Free, under
processes which result 1n articles manufactured or pro- bondl, as Ion(, as
ucedl In tlhe UnitedStates).res)criedprrscrlledil headl(- Ili head-

n1ote 1. note 1.
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