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Dated: August 24, 1995.
Mary C. King,
Acting Director, AES Development Team
[FR Doc. 95–21911 Filed 9–1–95; 8:45 am]
BILLING CODE 4820–02–P

Notice of Issuance of Final
Determination Concerning Carddock
Units

AGENCY: U.S. Customs Service,
Department of the Treasury.
ACTION: Notice of final determination.

SUMMARY: This document provides
notice that Customs has issued a final
determination concerning the country of
origin of certain CardDock units which
are being offered to the U.S. Air Force
(‘‘Air Force’’), under a procurement
designated under Air Force Solicitation
No. F01620–94–R–A430. The final
determination found that based upon
the facts presented, the country of origin
of CardDock units which are
manufactured in the U.S. from U.S. and
foreign components is the U.S.
DATES: The final determination was
issued on August 21, 1995. Any party-
at-interest, as defined at 19 CFR
177.22(d), may seek judicial review of
this final determination within 30 days
of September 5, 1995. A copy of the
nonconfidential portions of this final
determination will be published in the
Customs Bulletin.
FOR FURTHER INFORMATION CONTACT:
Anthony A. Tonucci, Attorney-Advisor,
Office of Regulations and Rulings, (202)
482–7073.
SUPPLEMENTARY INFORMATION: Notice is
hereby given that on August 21, 1995,
pursuant to Subpart B of Part 177,
Customs Regulations (19 CFR Part 177,
Subpart B), Customs issued a final
determination concerning the country of
origin of certain CardDock units which
are being offered to the Air Force, under
a procurement designated under Air
Force Solicitation No. F01620–94–R–
A430. The U.S. Customs ruling number
is HQ 559255. This final determination
was issued at the request of one of the
offerors under procedures set forth at 19
CFR 177 subpart B, which implements
Title III of the Trade Agreements Act of
1979, as amended (19 U.S.C. 2511–18).
The final determination concluded that
based upon the facts presented, ISA
boards, frame assemblies and connector
cables are substantially transformed in
the U.S. as a result of being assembled
with U.S. origin Bay Boards into
CardDock units. Accordingly, the
country of origin of the CardDock units
is the U.S. This document gives notice
pursuant to section 177.29, Customs

Regulations, (19 CFR 177.29), of that
final determination. Any party-at-
interest, as defined at 19 CFR 177.22(d),
may seek judicial review of this final
determination within 30 days of
September 5, 1995.

Dated: August 21, 1995.
Harvey B. Fox,
Director, Office of Regulations and Rulings.
[FR Doc. 95–21910 Filed 9–1–95; 8:45 am]
BILLING CODE 4820–02–P

Notice to Test the Use of
Reconciliation for Adjustments Made
to the Price of Imported Merchandise
by Related Party Companies under 26
U.S.C. 482

AGENCY: Customs Service, Department
of the Treasury.
ACTION: Final notice.

SUMMARY: This notice announces
Customs plan to conduct a test
regarding the use of reconciliation for
those related party importers which
have reason to believe upward
adjustments may be made to the price
of imported merchandise for tax
purposes pursuant to 26 U.S.C. 482.
This notice invites public participation
in the test, and sets out the eligibility
requirements for voluntary participation
in the testing of reconciliation, for this
purpose, and describes the basis on
which Customs will select participants.
DATES: The test will commence no
earlier than October 1, 1995, and will
run until December 31, 1996. To
participate in this reconciliation test,
the application must be filed and
approved by Customs on or before
October 1, 1995.
ADDRESSES: To be considered for
voluntary participation in this test
applications should be submitted to Mr.
William F. Inch, Director, Office of
Regulatory Audit, Office of Strategic
Trade, U.S. Customs Service, 1301
Constitution Avenue, NW., Room 2311,
Washington, DC 20229–0001.
FOR FURTHER INFORMATION CONTACT:
Matthew Krimski 202–927–0411.

SUPPLEMENTARY INFORMATION:

Background

Section 1059A of the Internal Revenue
Code

Section 1059A of the Internal
Revenue Code provides that in related
party transactions the amount of any
costs—

(1) Which are taken into account in
computing the basis or inventory cost of
such property by the purchaser, and

(2) Which are also taken into account
in computing the customs value of such

property shall not, for purposes of
computing such basis or inventory cost
for purposes of this chapter, be greater
than the amount of such costs taken into
account in computing such customs
value.

The legislative history of section
1059A indicates that Congress intended
to preclude the ‘‘whipsaw’’ effect on
U.S. revenue which occurs when a party
is allowed to claim a price for
‘‘computing the customs value of such
property by the purchaser’’ that is lower
than the price claimed for tax purposes.

When section 1059A was enacted,
Congress was aware that the Customs
value statute recently had been
amended to make price paid the critical
cost factor taken into account by the
Customs Service in valuing goods for
duty purposes. The legislative history of
section 1059A also indicates that
Congress wanted section 1059A to
address this situation by attempting to
place a ceiling on ‘‘the amount of any
(such) costs’’ that can be claimed for tax
purposes. All of the applicable
legislative reports indicate, without
exception, that Congress intended that
section 1059A would instill some
uniformity on the amount of costs
which may be claimed to the IRS for tax
purposes by limiting the amount of such
costs to the amount claimed to, and
taken into account by, the Customs
Service in computing the Customs
value.

The legislative history did state that
appropriate adjustments may be made
in cases where customs pricing rules
differ from appropriate tax rules—as, for
example, with the inclusion or
exclusion of freight charges. Finally, the
history states section 1059A applies to
transfer prices subject to section 482 of
the Internal Revenue Code.

In July of 1994, the Internal Revenue
Service (IRS) issued final regulations
implementing 26 U.S.C. 482. The IRS
subsequently began considering
whether and to what extent the 1059A
regulations should be amended in the
context of the new section 482
regulations. The section 482 regulations,
specifically 26 CFR 1.482–1(a)(3),
permits a controlled taxpayer, if
necessary to reflect an ‘‘arm’s length
result,’’ to ‘‘report on timely filed U.S.
income tax return (including
extensions) the results of its controlled
transactions based upon prices different
from those actually charged.’’ The IRS is
considering whether the 1059A
regulations should be amended to allow
the taxpayer, under appropriate
circumstances, to make the upward
section 482 adjustment.

This document announces a test that
will facilitate the IRS/Customs decision
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