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Presidential Documents
Title 3— THE PRESIDENT

Proclamation 3591 
WORLD TRADE WEEK, 1964 

By the President of the United States of America 
A Proclamation

W H E R E A S  reciprocal world trade advances our progress toward 
global prosperity and abundance, freedom, and well-being; and

W H E R E A S  the Kennedy Round o f multilateral trade negotiations, 
which was opened in Geneva, Switzerland, on May 4, is designed to 
reduce international trade barriers in order to expand market oppor­
tunities for the benefit o f both developed and developing countries o f 
the w orld; and

W H E R E A S  the expansion o f United States export trade is vital 
to the improvement o f our balance o f international payments, to the 
continuing growth o f American industry, and to the fuller employment 
o f American workers ; and

W H E R E A S  the quickening pace o f economic progress in nations 
around the world is enlarging the opportunities for our businessmen 
to sell American products abroad; and

W H E R E A S  the progressive opening o f national markets every­
where to greater international competition challenges American busi- _ 
nessmen to participate more vigorously in the exchange o f goods and 
services among nations and, thus, to provide an inspiring demonstra­
tion o f the vigor and value o f competitive private enterprise:

N O W , T H E R E F O R E , I ,  L Y N D O N  B. JO H NSO N, President o f 
the United States o f America, do hereby proclaim the week beginning 
May 17,1964, as W orld Trade W eek; and I  request the appropriate 
Federal, State, and local officials to cooperate in the observance o f that 
week.

I  alsd urge business, labor, agriculture, educational and civic groups, 
as well as the people o f the United States generally, to observe W orld 
Trade Week with gatherings, discussions, exhibits, ceremonies, and 
other appropriate activities designed to promote continuing awareness 
o f the importance o f world trade to our economy and our relations 
with other nations.

IN  W IT N E S S  W H E R E O F , I  have hereunto set my hand and 
caused the Seal o f the United States o f America to be affixed.

D O N E at the City o f Washington this eighth day o f May in the year 
o f our Lord nineteen hundred and sixty-four, and oLthe 

[ s e a l ]  Independence o f the United States o f A.merica the one 
hundred and eighty-eighth.

B y the President :
G eorge W . B a l l ,

Acting Secretary of State.

L yn d o n  B. Johnson

[F.R, Doc. 64-4902; Filed, May 13, 1964; 1:45 p.m.]
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Proclamation 3592
WOMEN VOTERS WEEK, 1964 

By the President of the United States of America
A Proclamation

W H E R E A S  the maximum participation o f our citizens in the 
elective process is a basic need for the development o f our democracy ; 
and

W H E R E A S  within our voting-age population there are consider­
ably more women than men; and

W H E R E A S  the participation o f American women in past 
elections has not been as great as that o f men; and

W H E R E A S  the League o f Women Voters and other dedicated 
groups o f our citizens have been undertaking special programs to 
ensure an increased participation o f women in our elections:

NO W , T H E R E F O R E , I , L Y N D O N  B. JOHNSO N, President o f 
the United States o f America, do hereby designate the week beginning 
September 13,1964, as Women Voters Week; and I  urge that a special 
effort be made during this week to ensure maximum registration o f 
qualified women.

I  also invite and urge all local election officials throughout the 
United States to join with private citizens and citizen organizations 
to publicize registration arrangements during that week and during 
the whole o f the pre-election registration period so as to bring the 
greatest possible number o f our citizens to the polls on November 3.

IN  W IT N E S S  W H E R E O F , I  have hereunto set my hand and 
caused the Seal o f the United States o f America to be affixed.

D O NE at the City o f Washington this eleventh day o f May in 
the year o f our Lord nineteen hundred and sixty-four, 

[ seal]  and o f the Independence o f the United States o f America 
the one hundred and eighty-eighth.

L ynd o n  B. Johnson
B y the President:

G eorge W . B a l l ,
Acting Secretary of State.

[F.R. Doc. 64-4903 ; Füed, May 13, 1964 ; 1:45 p.m.]





Rules and Regulations
Title 14— AERONAUTICS AND 

SPACE
Chapter I— Federal Aviation Agency 

SUBCHAPTER E— AIRSPACE [NEW] 
[Airspace Docket No. 64-EA—24]

PART 7t— d es ig n a tio n  o f  fed er a l
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS [NEW]

PART 73— SPECIAL USE AIRSPACE 
[NEW]

Revocation of Restricted Area and Al­
teration of Federal Airways and 
Controlled Airspace
The purpose of these amendments to 

§§ 71.123, 71.143, 71.165, 71.171 and 73.41 
of the Federal Aviation Regulations is 
to revoke the Chicopee Falls, Mass. 
(Westover AFB), Restricted Area/Mili- 
tary Climb Corridor and alter the de­
scription of VOR Federal airways 39,106 
and 1727, the Chicopee Falls control area 
extension and the Chicopee Falls control 
zone.

Hie Department of the Air Force has 
stated that it no longer has a require­
ment for Restricted Area/Military Climb 
Corridor R-4108. Therefore, an as­
signment of airspace is not justified for 
this area and revocation thereof will be 
in the public interest. Such action is 
taken herein.

The descriptions of VOR Federal air­
ways 39, 106, 1727, the Chicopee Falls 
control area extension and the Chicopee 
Falls control zone now includes a re­
quirement for prior approval from ap­
propriate authority for use of that air­
space which coincides with R-4108. 
Upon revocation of R-4108, this require­
ment is no longer necessary and there­
fore is deleted herein from the descrip­
tions.

Since these amendments reduce a 
burden on the public, compliance with 
the Notice, public procedure and effec­
tive date requirements of section 4 of 
the Administrative Procedure Act is un­
necessary and they may be made effec­
tive upon publication.

In consideration of the foregoing, the 
following actions are taken:

1. In §73.41 (29 F.R. 1256), R-4108 
Chicopee Falls, Mass. (Westover AFB), 
Restricted Area/Military Climb Corridor 
is revoked.

2. _ In § 71.123 (29 F.R. 1009), the fol­
lowing actions are taken:

a- Federal airway No. 39, “The air­
space within R-4108 shall be used only 
after obtaining prior approval from the 
appropriate authority.”  is deleted.

b. Federal airway No. 106, “ The air-" 
X fCe ï ^ 108 shall be used only

ter obtaining prior approval from the 
appropriate authority.” is deleted.

In § 7.1,143 (29 P -R - 1049), the fol- 
mg action is taken: Federal airway

No. 1727, “The airspace within R-4108 
shall be used only after obtaining prior 
approval from appropriate authority.” 
is deleted.

4. In § 71.165 (29 F.R. 1073), the fol­
lowing action is taken: Chicopee Falls, 
Mass., “The portion of this control area 
extension which coincides with R-4108 
shall be used only after obtaining prior 
approval from the appropriate author­
ity.” is deleted.

5. In § 71.171 (29 F.R. 1101),.the fol­
lowing action is taken: Westover, Mass., 
“The portion of this control zone within 
R-4108 shall be used only after obtaining 
prior approval from the appropriate au­
thority.” is deleted.

These amendments shall become effec­
tive upon date of publication in the 
F ederal R egister.
(Sec. 307(a). 72 Stat. 749; 49 US.O. 1348)

Issued in Washington, D.C., on May 7, 
1964.

L ee E. W arren, 
Director, Air Traffic Service.

[FR . Doc. 64-4830; Filed, May 14, 1984; 
8:45 a.m.]

{Airspace Docket No. 63-LAX-16]

PART 71 — DESIGNATION OF FEDERAL 
AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS [NEW]

PART 73— SPECIAL USE AIRSPACE 
[NEW]

Alteration of Restricted Area and 
Continental Control Area

The purpose of these amendments to 
§§ 71.151 and 73.23 of the Federal Avia­
tion Regulations is to redesignate the 
Fort Huachuca, Arizona, Restricted 
Area R-2303 as two joint use restricted 
areas o f lesser dimensions, namely R - 
2303A and R-2303B, and include the new 
areas in the continental control area.

The Federal Aviation Agency has de­
termined that R-2303 encompasses air­
space no longer required for accomplish­
ment of Army artillery firing and drone 
flight activities. Accordingly, action is 
taken herein to return the excess portions 
of R-2303 to public use, designate the 
remaining restricted airspace as joint use 
areas R-2303A and R-2303B with the 
Phoenix ARTC Center as controlling 
agency, and include the new restricted 
areas in the continental control area.

Since these amendments will reduce a 
burden on the public, compliance with 
the notice, public procedure and effective 
date requirements of section 4 of the Ad­
ministrative Procedure Act is unneces­
sary and they may be made effective 
upon publication.

In consideration of the foregoing, the 
following actions are taken:

1. Section 73.23 (29 F.R. 1236) is 
amended as follows: 

a. R-2303 Fort Huachuca, Arizona, is 
revoked.

b. R-2303A Fort Huachuca, Arizona, is 
designated as follows :

Boundaries. Beginning at latitude 31*29'- 
00”  N., longitude 110°00'30”  W.; to latitude 
31°29'00”  N., longitude 110°15'00”  W.; to 
latitude 31°34'00”  N., longitude 110°15'00”  
W.; to latitude 31*34'00”  N., longitude 110°- 
22'Q0”  W.; to latitude 31°33'00”  N., longitude 
110°23'00”  W.; to latitude 81°29'00”  N., 
longitude 110°23'00”  W.; to latitude 31*29'- 
00”  N „ longitude 110°41'20”  W.; to latitude 
31°34'00”  N., longitude 110°43'30" W.; to 
latitude 31°38'S0”  N., longitude 110°42'00”  
W.; to latitude 31°38'30”  N„ longitude 110°- 
39'30”  W.; to latitude 31°41,0O”  N., longitude 
110°S3'30”  W.; to latitude 31*41 '00”  N„ lon­
gitude 110°11'40" W.; to latitude 31*36'20 ' 
N., longitude 110°03'00”  W.; to the point of 
beginning.

Designated altitudes. Surface to 35,000 
feet MSL.

Time of designation. Continuous..
Controlling agency. Federal Aviation 

Agency, Phoenix ARTC Center.
Using agency. Commanding General, TJ.S. 

Army Electronic Proving Ground, Fort Hua­
chuca, Arizona.

c. R-2303B Fort Huachuca, Arizona, is 
designated as follows:

Boundaries. Beginning at latitude 31*29'- 
00”  N., longitude 110°41'20”  W.; to latitude 
31°29'00”  N „ longitude 110°23'00”  W.; to 
latitude 81*33'00”  N., longitude; 110°23'00”  
W.; to latitude 31*34'00”  N„ longitude 110°-' 
22'00”  W.; to latitude 31°34'00”  N., longitude 
110°15'00”  W.; to latitude 31°29'00”  N., lon­
gitude 110*15'00”  W.; to latitude 31°29'00”  
N., longitude 110°18'00”  W.; to latitude 31°- 
23'45”  N., longitude 110°18'00”  W.; to lat­
itude 3t*23'45”  N., longitude 110°39'00”  W.; 
to the point of beginning.

Designated altitudes. 15,000 feet MSL to
35,000 feet MSL.

Time of designation. Continuous.
Controlling agency. F e d e r a l  Aviation 

Agency, Phoenix ARTC Center.
Using agency. Commanding General, U.S. 

Army Electronic Proving Ground, Fort Hua­
chuca, Arizona.

2. In § 71.151 (29F.R. 1067), “R-2303A 
Fort Huachuca, Arizona” and “R-2303B 
Fort Huachuca, Arizona” are added.

These amendments shall become effec­
tive upon the date of publication in the 
F ederal R egister.

(Sec. 307(a), Stat. 749; 49 U.S.C. 1348)

Issued in Washington, D.C., on Mav 7 
1964.

L ee E. W arren, 
Director, Air Traffic Service.

IFR . Doc. 64—4831; Piled, May 14, 1964;
8:45 am .]

[Airspace Docket No.63-WE-56]

PART 73— SPECIAL USE AIRSPACE 
[NEW]

Alteration of Restricted Areas
On January 17, 1964, a notice of pro­

posed rule making was published in the 
F ederal R egister (29 F.R. 436) stating 
that the Federal Aviation Agency was 
considering amendments to § 73.25 of 
the Federal Aviation Regulations which 
would expand the boundaries of the
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6378 RULES AND REGULATIONS
Naval Missile Facility, Point ArgueUo, 
Calif., Restricted Areas R-2516 and 
R-2517.

Comments regarding the proposed 
amendments were received from the Re­
gional Manager, Air Transport Associa­
tion and the Manager, Santa Maria Pub­
lic Airport.

The Air Transport Association offered 
no objection to the proposed amend­
ments.

The Manager of the Santa Maria Pub­
lic Airport was concerned that the north­
ward expansion of R-2516 would make 
it impossible for agricultural aircraft 
to carry out dusting and spraying op­
erations in the airspace over farmland 
to the southwest of Guadalupe, Calif., 
not heretofore encompassed by the re­
stricted area. As a result of discussions 
held between the Manager of the Santa 
Maria Public Airport and representa­
tives of the Commander Pacific Missile 
Range, procedures have been established 
for use in carrying out agricultural 
flight operations within R-2516. In  con­
sideration of these agreements, the San­
ta Maria Airport Manager has with­
drawn his protest to the enlargement of 
the restricted area.

Interested persons have been afforded 
an opportunity to participate in the mak­
ing of the rule adopted herein and due 
consideration has been given to all rele­
vant matter presented.

The substance of the proposed amend­
ments has been published therefore for 
the reasons stated herein and in the 
Notice, the following actions are taken:

In § 73.25 (29 F.R. 1238), R-2516 Naval 
Missile Facility, Point Arguello, Calif., 
and R-2517 Naval Missile Facility, Point 
Arguello, Calif., are amended to read as 
follows:
R-2516 Naval Missile Facility, Point Arguello, 

Calif.
Boundaries. Beginning at latitude 34 °- 

59'32”  N „ longitude 120°41'50" W.; to lati­
tude 34°49'00”  N., longitude 120°27'15" 
to latitude 34046'15”  N., longitude 120°26'- 
40”  W.; to latitude 34°39'50" N., longitude 
120°31'15”  W.; to latitude 34°35'00”  N., 
longitude 120°31'40”  W.; to latitude 34°- 
34'52”  N., longitude 120°42'37”  W.; thence 
three nautical miles from and parallel to the 
shoreline to the point of beginning.

Designated altitudes. Surface to unlim­
ited.

Time of designation. Continuous.
Using agency. Commander, Pacific Missile

Range, Point Mugu, Calif.
R-2517 Naval MissUe Facility, Point Arguello, 

Calif.
Boundaries. Beginning at latitude 34°34'- 

52”  N., longitude 120°42'37'.' W.; to latitude 
34°35'00”  N., longitude 120°31'40”  W.; to 
latitude 34°24’45”  N., longitude 120°27'20”  
W.; to latitude 34°24'00”  N., longitude 120°- 
30'00”  W.; thence three nautical miles from 
and parallel to the shoreline to the point of 
beginning.

Designated altitudes. Surface to un­
limited.

Time of designation. Continuous.
Using agency. Commander, Pacific Mis­

sile Range, Point Mugu, Calif.

These amendments shall become effec­
tive 0001 e.s.t., July 23,1964.
(Sec. 307(a), 72 Stat. 749; 49 U.S.C. 1348)

Issued in Washington, D.C., on May
7,1964.

Lee E. W arren, 
Director, Air Traffic Service.

[F.R. Doc. 64-4832; Filed, May 14, 1964; 
8:46 a.m.] /

SUBCHAPTER F— AIR TRAFFIC AND GENERAL 
OPERATING RULES [NEW]

[Reg. Docket No. 5046; Special Federal 
Aviation Regs. 6 ]

PART 91— GENERAL OPERATING 
AND FLIGHT RULES [NEW!

Prohibition of Air Traffic Over and in
Vicinity of Gainesville, Georgia

On May 8, 1964, President Lyndon B. 
Johnson will address an assemblage at 
Gainesville, Georgia. The interest of the 
public in the President and the large 
number of persons in the assemblage 
should attract numerous aircraft that 
will be operated in the areffthrough the 
airspace generally used by transiting air­
craft. In addition the Secret Service has 
requested that we take appropriate ac­
tion for his safety and the safety of 
other persons present.

In  order to provide appropriate safe­
guards for aircraft operations in the area 
and for persons and property on the 
ground, I  have determined that a tem­
porary restriction must be imposed on air 
traffic to prohibit the operation of all 
types of aircraft in the vicinity of Gaines­
ville below 3,000 feet above the surface 
unless authorized by air traffic control. 
This authorization may be obtained most 
readily by communicating with Atlanta 
Air Route Traffic Control Center.

I  have determined that there is a re­
quirement for the immediate adoption of 
this regulation for the safety of air com­
merce. Therefore, I  find it contrary to 
the public interest to comply with the 
notice and public procedure provisions 
of the Administrative Procedure Act and 
that good cause exists for making this 
regulation effective immedately.

In consideration of the foregoing, the 
following Special Federal Aviation Regu­
lation is adopted:

1. Unless otherwise authorized by air 
tarffic control, no person, during the 
period 0800 to 1300 hours, e.s.t., on May 
8, 1964, may operate an aircraft below 
3,000 feet above the surface of the area 
within five nautical miles horizontally 
from the center of Gainesville, Georgia.

2. This regulation becomes effective 
immediately and expires at 1300, e.s.t., 
May 8,1964.
(Sec. 307 of the Federal Aviation Act of 
1958; 49 U.S.C. 1348)

Issued in Washington, D.C., on May 8, 
1964.

N. E. Halaby, 
Administrator.

[F.R. Doc. 64-4833; Filed, May 14, 1964;
8:46 a.m.]

Chapter II— Civil Aeronautics Board
SUBCHAPTER A— ECONOMIC REGULATIONS 

[Reg. ER-404]

PART 207— CHARTER TRIPS AND 
SPECIAL SERVICES

Passenger Names and Addresses
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 24th day of April 1964.

On September 4, 1963, the Board is­
sued a notice of proposed rule making, 
EDR-59, Docket 14736, 28 F.R. 9824, in 
which it stated that it had under con­
sideration changes in several of its regu­
lations to require that the names and 
addresses of all passengers on charter 
trips and special services appear legibly 
on flight manifests and that the mani­
fests be retained for one year by the car­
riers. In addition to Part 207, it was 
proposed also to amend Part 208 (Terms, 
Conditions and Limitations of Certif­
icates to Engage in Supplemental Air 
Transportation), Part 212 (Off-route 
Charter Trips by Foreign Air Carriers), 
Part 249 (Preservation of Air Carrier 
Accounts, Records and Memoranda), and 
Part 292 (Classification and Exemption 
of Alaskan Air Carriers).

Simultaneously with the notice of the 
above rule changes, the Board issued an 
order (E-19983) initiating a re-examina­
tion of its approval of an IATA agree­
ment (Agreement CAB 16847, R-7, Dock­
et 13777, March 28, 1963), to determine 
whether condition (c) thereto should 
be changed to require retention of the 
names and addresses of passengers on 
charters to and from the United States 
governed by such IATA agreement.

Under the notice of rule making the 
name and address requirement would 
have applied to domestic and interna­
tional charter flights by U.S. and foreign 
air carriers except those for the U.S. 
military. All but one of the U.S. air car­
riers commenting, the Air Transport As­
sociation, the Administrator of the Fed­
eral Aviation Agency and Swissair op­
posed applying the requirement to char­
ters in foreign air transportation. The 
majority urged that the Board rely on 
the information which is submitted in 
duplicate by all passengers to the Im­
migration and Naturalization Service on 
a slip of paper known as the Arrival- 
Departure Manifest (INS Form 1-94).

Upon consideration of these comments 
we have determined not to require the 
carriers to prepare a passenger manifest 
for charters in foreign air transportation. 
Accordingly, we will not adopt the pro­
posed amendments to Part 212, nor those 
portions of the proposed amendments 
to Parts 207 and 208 which would have 
extended the name and address require­
ment to foreign charters. We have also, 
by order adopted simultaneously here­
with, terminated our re-examination of 
the pertinent IATA agreement without 
imposing any condition relating to names 
and addresses of charter passengers.

We will adopt the proposed require­
ment for a list of names and addresses to
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be obtained by air carriers performing 
charters in interstate and overseas air 
transportation. Since the recent elim­
ination by the Federal Aviation Agency 
of the requirement in Part 42 of the Civil 
Air Regulations for passenger addresses 
on aircraft load manifests, our enforce­
ment staff has been without its major 
source of information for investigating 
possible violations of charter regulations 
in interstate and overseas air transporta­
tion. We find that the public interest 
in strict enforcement of the charter reg- 

L ulations requires that a record of the 
names and addresses of passengers be 
obtained and kept available for inspec­
tion by the Board’s staff not only by the 
carriers operating charters under Part 
42 of the Civil Air Regulations but also 
by the certificated route carriers per­
forming on or off-route charters under 
Parts 40 and 41 of the Civil Air Reg­
ulations in interstate and overseas air 

i transportation.
Under the notice of rule making, the 

address requirement would have applied 
both to pro rata and single entity char­
ters except those performed under con­
tract with a department of the U.S. Mili­
tary Establishment. The Board’s en­
forcement staff seldom has occasion to 
communicate with passengers in any in­
vestigation of possible violations in­
volving single entity charters and we 
will, therefore, not make such charters 
subject to the name and address require­
ment. .

We will not amend Part 292 to apply 
the name and address requirement to 
charters of Alaskan air carriers. In 
the past five years there have been no 
complaints against Alaskan air carriers, 
the investigation of which would have 
been facilitated by having passenger 
names and addresses available.

Under the notice it was provided in 
each of the proposed rule changes that 
no person would be transported unless 
his name and address appeared on a 
passenger manifest. This would have 
had the effect of requiring the carriers 
to obtain names and addresses before 
takeoff. In the comments, certain of 
the air carriers urged that the rule be 
made more flexible to permit them to 
collect the names and addresses from 
charter passengers in flight. Since 
there is no requirement for this infor­
mation before take-off, the rules amend­
ments have been so modified.

The carriers presently maintain a load 
manifest for FAA, and, as indicated 
above, an Arrival-Departure Manifest 
for INS (Form 1-94) on international 
nights. To avoid confusion we are not 
referring to our requirement as a mani­
fest but simply as a recbrd of passenger 
names and addresses.

In order that supplemental airlines 
?eeln ° t  maintain the passenger record 
p a  a 6 ®.oar<* the load manifest for 

aa  at different places, we are providing 
m Part 208 that our records may be 
maintained by these carriers either at 

eir principal office or principal opera- 
». base. To further minimize the 

raen on all the carriers covered we 
f 11 require that the records be retained 

s*x months instead of a year as pro­
posed in the notice.

No. 96-----2

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 207 of the Economic Regulations 
(14 CFR Part 207) by adding a new 
section, effective June 15, 1964, reading 
as follows: |
§ 207.14 Passenger n a m e s  and ad­

dresses.
Each air carrier shall maintain a rec­

ord of the names and addresses of all 
passengers transported by it on each pro 
rata charter trip operated on-route or 
off-route, and in interstate or overseas 
air transportation. Such record shall 
be retained in accordance with Part 249 
of this subchapter.
(Sec. 204(a), 72 Stat. 743; 49 U.S.O. 1324. 
Interpret or apply sec. 407 of the Federal 
Aviation Act of 1958, as amended, 72 Stat. 
766; 49 U.S.C. 1377)

Effective date. June 15, 4964.
Adopted: April 24, 1964.
By the Civil Aeronautics Board.
[ seal] H arold R. Sanderson,

Secretaryi "

[F.R. Doc. 64-4875; Filed, May 14, 1964; 
8:50 am .]

[Reg. EEb-405]

P A R T  208— TERMS, CONDITIONS
AND LIMITATIONS OF CERTIFI­
CATES TO ENGAGE IN SUPPLE­
MENTAL AIR TRANSPORTATION

Passenger Names and Addresses
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 24th day of April 1964.

On September 4,1963, the Board issued 
a notice of proposed rule making, EDR- 
59, Docket 14736, 28 F.R. 9824, in which 
it proposed to amend several regulations 
including Part 208, to require that the 
names and addresses of all passengers 
on charter trips appear legibly on flight 
manifests and that the manifests be 
retained for one year by the carriers.
. In  the light of the comments received 

and the findings set out in Regulation 
ER-404 published simultaneously here­
with, the Board hereby amends Part 208 
of the Economic Regulations (14 CFR 
Part 208) by adding a new section, effec­
tive June 15, 1964, reading as follows:

§ 208.4 Passenger names and addresses.

Each supplemental air carrier shall 
maintain a record of the names and ad­
dresses of all passengers transported by 
it on each pro rata charter trip operated 
in interstate or overseas air transporta­
tion. Such record shall be retained in

accordance with Part 249 of this sub- 
chapter except that it may be maintained 
at either the principal office or principal 
operations base of the carrier.
(Sec. 204(a), 72 Stat. 743; 49 US.C. 1324. 
Interpret or apply sec. 407 of the Federal 
Aviation Act of 1958, as amended, 72 Stat. 
766; 49 U6 .C. 1377)

Effective date. June 15, 1964.
Adopted: April 24,1964.
By the Civil Aeronautics Board.
[ seal] H arold R. Sanderson, 

Secretary.
[F.R. Doc. 64-4876; Filed, May 14, 1964; 

8:50 a.m.]

[Reg. ER-406]

PART 249— PRESERVATION OF AIR 
CARRIER ACCOUNTS RECORDS 
AND MEMORANDA

Passenger Names and Addresses
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 24th day of April 1964. - 

On September 4,1963, the Board issued 
a notice of proposed rule making, EDR- 
59, Docket 14736, 28 F.R. 9824, in which 
it proposed to amend several regulations 
including Part 249 to require the prepa­
ration and preservation for one year of 
passenger manifests for charter trips and 
special services. “*

In the light of the comments received 
and for the reasons given in the preamble 
of Regulation ER-404 published simul­
taneously herewith, the Civil Aeronautics 
Board hereby amends Part 249 (14 CFR 
Part 249) as follows:

1. By amending § 249.8 by adding a 
new Item 12 in the schedule of records to 
read as follows:

§ 249.8 Period p f preservation of rec­
ords by certified supplemental or 
large irregular air carriers. 
* * * * *

Category of records Period to be 
retained

* * *
12. Names and addresses of all pas­

sengers transported on each 
pro rata charter trip operated 
in interstate or overseas air 
transportation.

6 months.

2. By amending § 249.13(f) by adding 
a new item 302(c) in the schedule of 
records to read as follows:
§ 249.13 Period of preservation of rec­

ords by certified route air carriers.
* * * * *

(f) * * *

Schedule or Records

Category of records Period to be retained Microfilm
indicator

* • * 
OPERATING STATISTICS 

♦ * »
(c) Names and addresses of all passengers transported on 

each pro rata charter trip operated in interstate or 
overseas air transportation.

6 months..................... .
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(Sec. 204(a>, 72 Stat. 743; 49 U.S.C. 1324, 
Interpret or apply sec. 407 of the Federal 
Aviation Act of 1958, as amended, 72 Stat. 
766; 49 U.S:C. 1377)

N o t e : The record-retention requirements 
contained herein have been approved by the 
Bureau of the Budget in accordance with the 
Federal Reports Act of 1942.

Effective date. June 15,1964.
Adopted: April 24, 1964.

By the Civil Aeronautics Board.

[ seal] Harold R. Sanderson,
Secretary.

[FR . Doc. 64-4877; Filed, May 14, 1964; 
8:50 a.m.]

Chapter III— Federal Aviation Agency
SUBCHAPTER C— AIRCRAFT REGULATIONS 

[Reg. Docket No. 1985; Arndt. 729]

PART 507— AIRWORTHINESS 
DIRECTIVES

Lockheed Models 188A and 188C 
Series Aircraft

A proposal to amend Part 507 of the 
regulations of the Administrator to in­
clude an airworthiness directive requir­
ing inspection of the upper wing planks 
on all Lockheed Models 188A and 188C 
Series aircraft was published in 29 F.R. 
2651.

Interested persons have been afforded 
an opportunity to participate in the 
making of this amendment. A  comment 
requested that the AD permit a ferry 
flight to a maintenance base where the 
repairs can be made. Since'such flights 
are considered necessary and will not ad­
versely affect safety if conducted in ac­
cordance with the provisions of the Civil 
Air Regulations, this AD has been revised 
to permit a ferry flight in accordance 
with CAR 1.76 to a base where the repairs 
are to be made.

In consideration of the foregoing and 
pursuant to the authority delegated to 
me by the Administrator (25 P.R. 6489), 
§ 507.10(a) of Part 507 (14 CPR Part 
507), is hereby amended by adding the 
following new airworthiness directive:
L o ckh eed . Applies to all Models 188A and 

188C Series aircraft.
Compliance required as indicated.
Cracks have been detected In the upper 

wing planks on both the inboard and out­
board sides of the nacelle where the inboard 
nacelle skate angles attach to the wing 
planks. As a result of these cracks, accom­
plish the following:

(a ) Within the next 450 hours’ time In 
service after the effective date of this AD, 
and thereafter at Intervals not to exceed 450 
hours’ time in service, externally Inspect the 
wing planks in accordance with Section 2 .A. 
of Lockheed Service Bulletin 88/SB-600 or 
FAA approved equivalent. The external in­
spections may be discontinued when the 
internal Inspection program prescribed by
(b ) is initiated.

(b ) Within the next 900 hours’ time in 
service after the effective date of this AD, 
unless accomplished within 2,100 hours’ time 
in service prior to Idle effective date of this

AD, and thereafter at intervals not to ex­
ceed 3,000 hours’ time in service, internally 
inspect the wing planks by X-ray or visual 
means in accordance with Section 2.B. of 
Lockheed Service Bulletin 88/SB-600 or FAA 
approved equivalent.

(c ) Any cracks found dinring the accom­
plishment of (a) or (b ) shall be repaired 
before further flight (except that „the air­
craft may be ferried in accordance with the 
provisions of .CAR 1.76 to the base at which 
the repairs are to be accomplished) in ac­
cordance with the Lockheed Electra Struc­
tural Repair Manual, Section 57—2—1, or an 
equivalent approved by the Chief, Aircraft 
Engineering Division, FAA Western Region.

(d ) The repetitive inspections of (b ) may 
be discontinued for those aircraft which 
exhibit no signs of cracks 6,000 hours’ time 
in service after the initial internal inspection 
is accomplished.

(e ) For aircraft on which cracks are de­
tected and repaired in accordance with (c ) , 
the repetitive inspections of (b ) may be dis­
continued if no cracks are detected 6,000 
hours’ time in service after the repair is 
ac.complished.

( f )  Upon request of the operator, an FAA 
maintenance inspector, subject to prior ap­
proval 6f  the Chief, Aircraft Engineering 
Division, FAA Western Region, may adjust 
the repetitive inspection intervals specified 
in this AD to permit compliance at an es­
tablished inspection period of the operator 
if  the request contains substantiating data to 
justify the increase for such operator.

(Lockheed Alert Bulletin 88/SB-600 dated 
June 24, 1963, covers this same subject.)

This amendment shall become effective- 
June 15,1964.
(Secs. 313(a), 601, 603; 72 Stat. 752, 775, 776; 
49 U.S.C. 1354(a), 1421, 1423)

Issued in Washington, D.C., on May 8, 
1964.

W. Lloyd L ane,
Acting Director, 

Flight Standards Service.
[F.R. Doc. 64-4835; Filed, May 14, 1964;

8:46 a.m.]

Title 6— AGRICULTURAL 
CREDIT

Chapter I—-Farm Credit 
Administration

SUB^HAPTER D— FEDERAL INTERMEDIATE CREDIT 
BANKS AND PRODUCTION CREDIT ASSOCIA­
TIONS

PART 50— PRODUCTION CREDIT 
ASSOCIATIONS

Subpart A— Loans to Members
Stockholder Endorsements

✓  Pursuant to the authority vested in 
thè Governor of the Farm Credit Ad­
ministration by section 20 of the Farm 
Credit Act of 1933, as amended (12 
U.S.C. 1131d), and, as prescribed by the 
farm credit board of each district with 
the approval of the Farm Credit Admin­
istration pursuant to section 23 of said 
Act, as amended (12 U.S.C. 1131g), 
§ 50.103 of Title 6 of the Code of Federal 
Regulations (21 F.R. 10328) is hereby 
amended to read as follows:

§ 50.103 Stockholder endorsements.
When a loan is made to a corporation, 

either the holder or holders of at least 
a majority of its outstanding shares of 
voting stock or, with the consent of the 
Federal Intermediate Credit Bank 
(called the “Bank” in this part), a prin­
cipal stockholder or stockholders must
(a) endorse, or sign as comakers, all 
notes evidencing such loan; or (b) exe­
cute continuing guaranties of all indebt­
edness of such corporation to the asso­
ciation. Requirement (b) may be met 
by two or more stockholders each exe­
cuting a guaranty for a specified per­
centage of the indebtedness, with the 
aggregate of such guaranties affording 
personal liability for 100 percent of the 
indebtedness. I f  such personal liability 
of stockholders of the borrowing corpo­
ration cannot be obtained by reason of 
ownership of its capital stock by another 
corporation, the stockholder liability re­
quirement may be met by like endorse­
ment or guaranty on the part of an 
individual stockholder or stockholders of 
such parent or affiliated corporation.
(Secs. 20, 23, 48 Stat. 259, 261, as amended; 
12 U.S.C, 1131d, 1131g)

R. B. TOOTELL,
Governor,

Farm Credit Administration.
[FJt. Doc. 64—4828; Hied, May 14, 1964;

8:45 am .]

Title 7— AGRICULTURE
Chapter XIV— Commodity Credit Cor­
poration, Department of Agriculture

SUBCHAPTER B— LOANS, PURCHASES, AND 
OTHER OPERATIONS

[C.C.C. Texas Flaxseed Bulletin, 1964 Supp.]

PART 1421— GRAINS AND SIMILARLY 
HANDLED COMMODITIES

• Subpart— 1964 Texas Flaxseed 
Purchase Program

Purchase Prices, Premiums and 
D iscounts

A purchase program has been author­
ized for 1964 crop flaxseed produced in 
designated Texas counties. This sub­
part contains provisions applicable to the 
1964 program and together with the pro­
visions contained in CCC Texas Flaxseed 
Bulletin (26 F.R. 3979 and 29 FH. 6245) 
constitutes the 1964 Texas Flaxseed Pur­
chase Program.
§ 1421.3102 Purchase prices, premiums, 

and discounts.
(a) 1964 county purchase prices. 

Basic purchase prices per bushel of eligi­
ble flaxseed of the 1964-crop which is
produced in the authorized counties
listed below arid which is delivered to 
authorized dealers under this program 
for the account of CCC will be at the 
rate established for the county where the 
flaxseed is delivered. The basic pur- 
chase prices for flaxseed grading No. l 
and containing from 10.6 to 11.0 percent 
moisture are as follows:
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T exas

Rate per Rate per
County bushel County bushel

Aransas —. . . .  $2.71 K arn es____ . .  $2.65
Atascosa 2. 60 K im b le____ — 2.52
Bastrop — 2. 60 K le b e rg ___ __ 2169
B ee---- —___ 2.70 La S a lle ___ __ 2.53
Bell---- — 2.57 Lavaca ____ __ 2.60
Bexar —  - .... 2.60 Lee________ — 2.63
Blanco —-__ 2.57 Live Oak___ — 2.67
Bowie___ 2.49 McCulloch . __ 2.52
Brooks__ ___ 2.62 McMullen___ 2.62
Brown__ 2. 54 Mason _____ 2.54
Burnet ___ 2.54 Matagorda _— 2.65
Caldwell ___ 2.60 M averick_— 2.47
Calhoun_—  2.62 Medina _ ___ 2.59
Cameron___  2.57 Milam _____ 2.59
Coleman ____  2.51 M il ls ______ __ 2.54
Collin___—  2.54 Nueces____ __ 2.72
Colorado___ 2.67 R ea l__ ___ 2.52
Comal__ ii 2.60 Red River __ __ 2.49
Concho _ _ 2.51 R e fu g io ___ 2. 70
De Witt __ 2.61 Runnels___ — 2.49
Dimmit__ ___ 2.49 San Patricio __ 2.73
Duval__ __  2.64 San Saba__ 2. 54
Frio_ . . .  2.57 Tay lor_____ __ 2.47
Galveston ___ 2.71 Travis_____ __ 2.60
Goliad__ 2.67 U v a ld e_ — 2.52
Gonzales _—  2.60 V ic to r ia__ — 2.64
Guadelupe 2.60 W ebb______ __ 2.56
Hamilton _—  2.50 Wharton__ 2.68
Hays ___ 2.60 Willacy _ ___ 2.58
Hildalgo __—  2.56 Williamson — 2.59
Jackson —  2.60 W ils o n ____ __ 2.63
Jim Hogg ___  2.61 Z ap a ta____ 2. 52
Jim Wells —  2.69 Zavala_____ __ 2.49

(b) 1964 terminal market purchase 
prices. (1) The basic purchase price 
shall be $2.92 per bushel for No. 1 flax­
seed containing 10.6 to 11.0 percent 
moisture delivered by rail in carload lots 
to authorized dealers at the Corpus 
Christi and Houston, Texas terminal 
markets. There shall be deducted from 
such rate, the transportation cost, if 
any, as determined by the Kansas City 
ASCS Commodity Office, for moving the 
flaxseed to a tidewater facility located 
within the same switching limits.

(2) In determining the purchase price 
for flaxseed of such grade and quality 
delivered by truck to authorized dealers 
at such terminal markets, there shall 
be deducted from the terminal rate, 4.5 
cents per bushel plus the transportation 
cost, if any, as determined by the Kansas 
City ASCS Commodity Office, for moving 
the flaxseed to a tidewater facility located 
within the same switching limits.

(c) Premiums for low moisture con­
tent. The following premiums for low 
moisture content are applicable to eligi­
ble flaxseed which grades No. 1 or No.

Premium,
; ’ ( cents per

Moisture content (percent): bushel)
10.6 to ll.o inclusive_________________  o
10.1 to 10.5 inclusive______|_________ _ 1
9-6 to 10.0 inclusive_______________________g
9.1 to 9.5 inclusive____ _ g
9-0 or less_______________________________ 4

(d) Grade discounts.
(1) No. 2__ ________  c cents
(2) Sample Grade.

6-cent discount for No. 2 flax- 
cable  ̂US f°fl°w ing discounts as appli-

of moistn^eT6’ 1 Cent for each Percent to excess of ll.o  percent.
or fraction 3 cents for each y2 pound
Pounds  ̂ thereof of test weight below 47

(hi) Other factors, as determined by CCC.

(Sec. 4, 62 Stat. 1070, as amended, sec. 5, 62 
Stat. 1072, secs, 301, 401, 63 Stat. 1053, 1054, 
as amended; 15 TT.S.C. 714 b and c, 7 U.S.C. 
1447,1421)

Effective date. Upon publication in 
the F ederal R egister.

Signed at Washington, D.C. on May 12, 
1964.

H. D. G odfrey, 
Executive Vice President, 

Commodity Credit Corporation.
[F.R. Doc. 64-4874; Filed, May 14, 1964; 

8:50 a.m.]

Title 15— COMMERCE AND 
FOREIGN TRADE

Chapter III—-Bureau of International 
Commerce, Department of Com­
merce
SUBCHAPTER B— EXPORT REGULATIONS 

[9th Gen. Rev. of Export Regs.; Arndt. 84]

PART 371— GENERAL LICENSES
Revocation of Certain Regulations
Section 371.27 General License GCU; 

shipments of certain commodities to 
Cuba, and § 371.54 Supplement 4; Com­
modities subject to General License GCU 
are revoked.

This amendment shall become effective 
on May 14, 1964.
(Sec. 3, 63 Stat. 7; 50 U.S.C. App. 2023; E.O. 
10945, 26 F.R. 4487; E.O. 11038, 27 F.R. 7003)

R auer H. M eyer ,
Acting Director, 

Office of Export Control.
[F.R. Doc. 64-4944; Filed, May 14, 1964; 

11:36 a.m]

Title 16-COMMERCIAL 
PRACTICES

Chapter I— Federal Trade Commission
PART 14— ADMINISTRATIVE 

INTERPRETATIONS
Guides for the Mail Order Insurance 

Industry
Guides for the Mail Order Insurance 

Industry as adopted by the Federal 
Trade Commission are hereinafter set 
forth.

Primary objectives of the guides are 
the prevention of deception of purchasers 
of insurance and the maintenance of 
fair competition in the industry.

The industry for - which these guides 
have been established is comprised of the 
persons, firms, corporations and organi­
zations engaged in the sale or offering 
for sale of insurance of any kind in com­
merce1 by means of the United States 
mails in any State in which they are 
not licensed to conduct the business of 
insurance or in which, though licensed, 
they do not have any agents. The

»As “ commerce”  is defined in the Federal 
Trade Commission Act.

guides are applicable to all advertising 
and sales promotions of insurance sold 
under such circumstances. The estab­
lishment and promulgation of such 
guides by the Commission is not to be 
understood as delimiting the jurisdiction 
of the Commission with respect to the 
business of insurance under the Clayton 
Act and Federal Trade Commission Act 
as such Acts are affected by Public Law 
15,79th Congress, as amended.

Effective date. These guides become 
effective July 14,1964.
§ 14.11 Guides for the Mail Order In­

surance Industry.
(a) Definitions. (1) “Advertisement” 

for the purpose of this section, shall 
mean any of the following material when 
used in connection with solicitation of 
the original purchase of a policy, or re­
newal or reinstatement thereof:

(1) Any printed or published material, 
descriptive literature, statements or 
depictions of an insurer used in news­
papers, magazines, radio, and TV scripts 
or presentations, billboards, and similar 
displays, and

(ii) Descriptive literature and sales 
aids of all kinds issued or caused to be 
issued by pp insurer or by an insurer’s 
agent or broker for presentation to mem­
bers of the public, including, but not 

■limited to, circulars, leaflets, booklets, 
depictions, illustrations, form letters, and 
policy forms.

(2) “Policy” for the purpose of this 
section, shall include any policy, plan, 
certificate, contract, agreement, state­
ment of coverage, rider or endorsement 
which provides insurance benefits for 
any kind of loss or expense.

(3) “ Insurer” for the purpose of this 
section, shall include any individual, 
corporation, association, partnership, 
reciprocal exchange, inter-insurer, 
Lloyds, fraternal benefit society, and any 
other legal entity, engaged in the adver­
tisement and sale of a policy as herein 
defined.

(b) Deception (general) . No adver­
tisement shall be used which because of 
words\ phrases, statements or illustra­
tions therein or information omitted 
therefrom has the capacity and tendency 
to mislead or deceive purchasers or pro­
spective purchasers, irrespective of 
whether a policy advertised is made 
available to an insured prior to the con­
summation of the sale, or an offer is made 
of a premium refund if a purchaser is not 
satisfied. Words or phrases which are 
misleading or deceptive because the 
meaning thereof is not clear, or is clear 
only tp persons familiar with insurance 
terminology, shall not be used. [Guide 
11

(c) Advertisement of benefits, losses 
covered or premiums payable— (1) Dis­
closure as to exceptions, reductions and 
limitations, (i) No advertisement shall 
refer to any loss covered or benefit pro­
vided by an insurance policy, period of 
time for which any benefit is payable, or 
the cost of a policy, without clearly and 
conspicuously disclosing in close con­
junction therewith such exceptions, re­
ductions and limitations relating thereto 
as will fully relieve the advertisement of 
all capacity to deceive.
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(ii) The disclosure requirements of 

this paragraph are not applicable to ad­
vertisements which mention only the 
general kind of insurance (e.g., “Life,” 
“Accident,” “Hospitalization” ), give no 
information as to losses covered, benefits 
or premiums, and serve the purpose of 
merely inviting inquiries or a show of in­
terest on the part of the recipients.

(iii) As used in this paragraph:
(a) The term “exception” means any 

provision in a policy whereby coverage 
for a specified hazard is entirely elimi­
nated. It  is a statement of risk not as­
sumed under the policy.

(b) The term “ reduction” shall mean 
any provision which reduces the amount 
of the benefit; a risk of loss is assumed 
but payment upon the occurrence of such 
loss is limited to some amount or period 
less than would be otherwise payable had 
such reduction clause not been used.

(c) The term “ limitation” means any 
provision which restricts the duration or 
extent of coverage, losses covered, or ben­
efits payable under the policy other than 
an exception or a reduction.

(iv) Waiting, elimination, probation- 
ary or similar periods: When there is a 
time period between the effective date of 
a policy and the effective date of cover­
age under the policy, or a time period 
between the date a loss occurs must be 
clearly and conspicuously disclosed in 
close conjunction with any reference to 
such coverage or benefits made in any 
advertisement.

(v) Benefits contingent on conditions: 
When a policy pays varying amounts of 
benefits for the same loss occurring un­
der different conditions or which pays 
benefits only when a loss occurs under 
certain conditions, any reference to such 
benefits in an advertisement must be 
closely accompanied by clear and con­
spicuous disclosure of such different or 
limited conditions as are applicable.

(vi) Pre-existing conditions: I f  a pol­
icy provides any limitations on the 
coverage of a loss if the cause of such 
loss is traceable to a condition existing 
prior to the effective date of the policy, or 
prior to any other particular time, any 
reference to the policy coverage of the 
loss made in any advertisement must be 
closely accompanied by clear and con­
spicuous disclosure of such limitations. 
(See also paragraph (d) of this section.)

(vii) Deceptive words or phrases: (a) 
No words, terms or phrases shall be used 
as descriptive of the coverage provided 
by a policy which misrepresent the extent 
of such coverage. Words such as “ all,” 
“ full,” “complete,” “unlimited,” and 
words of similar import must not be 
used to refer to any coverage which 
under the terms of the policy is subject 
to exceptions, reductions or limitations. 
Other words, terms, or phrases repre­
senting or implying broad insurance 
coverage must not be used as descriptive 
of losses covered or benefits provided by 
a policy which are subject to exceptions, 
reductions or limitations without dis­
closure of the applicable exceptions, re­
ductions or limitations as required by 
this subparagraph (1).

(b ) The terms “hospitalization,” “ac­
cident,” or “ life” must not be used as de­
scriptive of an insurance policy which

provides benefits for only unusual or 
unique sicknesses, accidents, or causes of 
death unless in close conjunction with 
such terms clear and conspicuous dis­
closure is made of such coverage (e.g. 
“Leukemia Hospitalization,” “Death by 
Drowning” )

(c) Words or phrases such as “up to,” 
“ as high as,” etc. shall not be used as 
descriptive of the dollar amount payable 
for any kind of represented losses or ex­
penses unless the policy provides benefit 
payments up to such amount in all cases 
for such losses or expenses actually sus­
tained by a policyholder, or there is full 
and conspicuous disclosure in close con­
junction with such words or phrases of 
either—

(1) the complete schedule of payments 
provided by the policy, or

(2) the specific loss or expense for 
which the represented dollar amount is 
provided by the policy; and also disclo­
sure that benefits provided by the policy 
for losses or expenses of the kind repre-. 
sented vary in amount depending on the 
particular kind of loss or expense in­
curred, if such is the case, as for ex­
ample—"Policy provides surgical bene­
fits which vary in amount depending on 
kind of operation performed. For ex-- 
ample, pays up to $150 for operation to 
remove a lung.” and there is also dis­
closure of such other exceptions, reduc­
tions or limitations as required by this 
subparagraph (1).

(d) An advertisement must not con­
tain representations such as “This policy 
pays $1800 for hospital room and board 
expenses” without clear and conspicuous 
disclosure in close conjunction therewith 
of the maximum daily benefit and the 
maximum time limit for such hospital 
room and board expense.

'(e ) An advertisement must not repre­
sent the weekly, monthly, or other peri­
odic benefits payable under a policy 
without clearly and conspicuously dis­
closing in close conjunction with such 
representation the .limitation of time 
over which such benefits will be paid 
or of the number of payments or total 
amount thereof which will be made if, by 
the terms of the policy, payment of bene­
fits for any loss or aggregate of losses 
is limited in time, number, or total 
amount.'

(viii) Age limitation: Any referencejn 
an advertisement to any insurance cover­
age or benefits which by the terms of the 
policy are limited to a certain age group 
must be closely accompanied by clear and 
conspicuous disclosure of such fact.

(2) Deception as to coverage and ad­
ditional benefits, (i) A policy covering 
only one disease or certain specified dis­
eases must not be advertised in such 
manner as to imply coverage beyond the 
terms of the policy, either by use of 
synonymous words or terms to refer to 
any disease or physical condition so as to 
imply broader coverage, or by other 
means.' •

(ii) An advertisement must not repre­
sent, directly or indirectly, that a policy 
provides for the payment of certain 
benefits in addition to other benefits 
when such is not the fact. [Guide 2]

(d) Health of the applicant or insured. 
No advertisement shall be used which 
represents or implies—

(1) That the condition of the appli­
cant’s or insured’s health prior to, or at 
the time of issuance of a policy, or there­
after, will not be considered by the in­
surer in determining its liability or bene­
fits to be furnished for or in the settle- 
meht of a claim when such is not the 
fact (see also paragraph (c )(1 )(v i) of 
this section); or

(2) That no medical examination is 
required if the furnishing of benefits by 
an insurer under a policy so represented 
is or may be contingent on a medical 
examination under any condition; or

(3) That no medical examination is 
required, even though such is the case, 
without conspicuously disclosing in close 
conjunction therewith all the conditions 
pertaining to or involving the insured’s 
health under which the insurer is not 
liable for the furnishing of benefits under 
a policy. [Guide 3]

(e) Disclosure of policy provisions re­
lating to renewability, cancellability, or 
termination. (1) No advertisement shall 
refer, directly or by implication, to re­
newability, cancellability, oistermination 
of a policy or a policy benefit, or contain 
any statement or illustration of time or 
age in connection with any benefit pay­
able, loss, eligibility of applicants, or 
continuation of a policy, unless in close 
conjunction with such reference, state­
ment or illustration there is clear and 
conspicuous disclosure of the material 
provisions in the policy relating thereto.

(2) No advertisement shall represent 
or imply that an insurance policy may 
be continued in effect indefinitely or for 
any period of time, when, in fact, said 
policy provides that it may not be re­
newed or may be canceled by the insurer, 
or terminated under any circumstances 
over which insured has no control, dur­
ing the period of time represented. 
[Guide 4]

(f )  Testimonials, appraisals or analy­
ses. No testimonial, appraisal or anal­
ysis shall be used in any advertisement 
which is not genuine, does not represent 
the current opinion of the author, does 
not accurately describe the facts, does 
not correctly reflect the present prac­
tices of an insurer, is not applicable to 
the policy or insurer advertised or is not 
accurately reproduced.

N o t e : An insurer makes as his own all 
statements contained in any testimonial 
which he uses in his advertisement, and the 
advertisement including such statements is 
subject to all of the provisions of this section.

[Guide 51.
(g) Deceptive use of statistics. (D 

No advertisement shall be used in which 
representations are made as to the time 
within which claims are paid, the dollar 
amounts of claims paid, the number of 
claims paid or the number of persons 
insured under a particular policy or 
otherwise, or which contains other sta­
tistical information relating to any in­
surer or policy, unless such advertise­
ment accurately reflects all the relevant 
facts. The advertisement shall not im­
ply that the statistics are derived froma 
policy advertised unless such is the fact.

(2) No advertisement shall be used 
which misrepresents that claim settle­
ments by an insurer are liberal or gen­
erous beyond the, terms of a policy. 
[Guide 61
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(h) Identification of plan or number 
of policies. (1) No advertisement shall7 
offer a choice of the amount of benefits 
without clearly and conspicuously dis­
closing that the amount of benefits pro­
vided depends upon the plan selected and 
that the premium will vary with the 
amount of benefits.

(2) No advertisement shall refer to 
various benefits which may be contained 
in two or more policies, other than group 
master policies, without clearly and con­
spicuously disclosing that such benefits 
are provided only through a combina­
tion of such policies. [Guide 71

(i) Deception as to introductory, in­
itial or special offers. No representation 
shall be made in an advertisement, di­
rectly or by implication, that a policy or 
combination of policies is an introduc­
tory, initial, special or limited offer and 
that applicants will receive advantages 
not available at a later date, unless such 
is the fact. [Guide 81

(j) Misrepresentation as to licensing, 
approval or endorsement of insurer, pol­
icy or advertisement. No advertisement 
shall represent directly or by implica­
tion— -

(1) That an insurer, or any policy or 
advertisement thereof, has been licensed, 
approved, endorsed or recommended by 
any governmental agency or department, 
unless such is the fact;

(2) That an insurer, or a policy or 
an advertisement thereof, has been ap­
proved, endorsed or recommended by any 
individual, group of individuals, society, 
association, or other organization, unless 
such is the fact. [Guide 91

(k) Deception as to “group” or “quasi­
group” policies. No advertisement shall 
represent, directly or indirectly, that pro­
spective policyholders become group or 
quasi-group members and as such enjoy 
special rates or underwriting privileges 
ordinarily associated with group insur­
ance as recognized in the industry, unless 
such is the fact. [Guide 10]

(l) Allocation of benefits under a 
“family group” policy. No advertisement 
shall refer to a benefit payable under a 
“Family Group” policy when the full 
amount of such benefit is not payable 
upon the death or disability, etc. of only 
one member of the family unless clear 
and conspicuous disclosure of such fact 
is made in the advertisement. [Guide 
11]

(m) Deceptive use of trade names, 
service marks, etc. There shall not be 
used in an advertisement any trade 
n̂ ne* service mark, slogan, symbol, or 
other device which has the capacity and 
tendency to mislead or deceive prospec- 
«ve Purchasers as to the true identity of 
the insurer or its relation with public or 
Private institutions. [Guide 12]

(n) Disparagement. No advertise­
ment shall be used which, directly or in- 
ufrectly, falsely disparages competitors, 
their policies, services, or business meth­
ods. [Guide 13]

(o) Misrepresentation concerning the 
^ rf r- . No advertisement shall be used 
wmch directly or by implication, has the
apamty and tendency to mislead or de-

ve prospective purchasers with respect 
Ant111ils,urer s assets, corporate structure,

ancial standing, age, relative position
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in the insurance business, or in any other 
material respect. [Guide 14]
(Secs. 5, 6, 38 Stat. 719, as amended, 721; 15 
TT.S.C. 45, 46)

Approved: April 28, 1964.
By direction of the Commission.
[ seal] Joseph W. Shea ,

Secretary.
[F.R. Doc. 64-4861; Filed, May 14, 1964; 

8:48 a.m.]

Title 21— FOOD AND DRUGS
Chapter I— Food and Drug Adminis­

tration, Department of Health, Edu­
cation, and Welfare

SUBCHAPTER B— FOOD AND FOOD PRODUCTS
PART 121— FOOD ADDITIVES

Subpart D— Food Additives Permitted
in.Food for Human Consumption

Sodiu m  L au ryl  Sulfate  as an  Em u ls i­
fier  in  Egg W h it e  P roducts

The Commissioner of Food and Drugs, 
having evaluated the data in a petition 
(FAP 1272) filed by Davis Gelatine, Inc., 
375 Park Avenue, New York 22, New 
York, and other relevant material, has 
concluded that the food additive regula­
tions (21 CFR 121.1012) should be 
amended to provide for the safe use of 
sodium lauryLsulfate as a whipping agent 
in the preparation of marshmallows. 
Therefore, pursuant to the provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 409(c)(1), 72 Stat. 1786; 21 
U.S.C. 348(c)(1 )), and under the au­
thority delegated to the Commissioner by 
the Secretary of Health, Education, and 
Welfare (21 CFR 2.90; 29 F.R. 471), 
§ 121.1012 is amended by changing the 
section heading, the introduction to the 
section, paragraph (b ), and paragraph
(c) (2) to read as follows:
§121.1012 Sodium lauryl sulfate.

The food additive sodium lauryl sul­
fate may be safely used in food in ac­
cordance with the following conditions: 

* * * * *
(b) It  is used or intended for use :
(1) As an emulsifier in or with egg 

whites whereby the additive does not 
exceed the following limits:

Egg white solids, 1,000 parts per million 
( 0.1 percent).

Frozen egg whites, 125 parts per million 
(0.0125 percent).

Liquid egg whites, 125 parts per million 
(0.0125 percent).

(2) As a whipping agent at a level not 
to exceed 5,000 parts per million (0.5 
percent) by weight of gelatine used in 
the preparation of marshmallows.

(c) * * *
(2) Adequate use directions to provide 

a final product that complies with the 
limitations prescribed in paragraph (b) 
of this section.

Any person who will be adversely a f­
fected by the foregoing order may at any 
time within 30 days from the date of 
its publication in the F ederal R egister
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file with the Hearing Clerk, Department 
of Health, Education, and Welfare, Room 
5440, 330 Independence Avenue SW., 
Washington, 25, D.C., written objections 
thereto. Objections shall show wherein 
the person filing will be adversely affec­
ted by the order and specify with par­
ticularity the provisions of the order 
deemed objectionable and the grounds 
for the objections. I f  a hearing is re­
quested, the objections must state the 
issues for the hearing. A hearing will 
be granted if the objections are sup­
ported by grounds legally sufficient to 
justify the relief sought. Objections 
may be accompanied by a memorandum 
or brief in-support thereof. All docu­
ments shall be filed in quintuplicate.

Effective date. This order shall be 
effective on the date of its publication 
in the F ederal R egister.
(Sec. 409(c)(1), 72 Stat. 1786; 21 U.S.C. 
348(c)(1 ))

Dated: M ay8,1964.
Jo h n  L. H arvey, 

Deputy Commissioner 
of Food and Drugs.

[F.R. Doc. 64-4863; Filed, May 14, 1964;
8:48 a.m.]

SUBCHAPTER D— HAZARDOUS .SUBSTANCES
PART 191— H A Z A R D O U S  SUB­

STANCES; DEFINITIONS AND PRO­
CEDURAL AND INTERPRETATIVE 
REGULATIONS

Juvenile Chemistry Sets Etc.; Exemp­
tions From Labeling Requirements
There have been presented to the Com­

missioner of Food and Drugs a number 
of requests to éxempt containers of 
chemicals which are packaged and sold 
in sets primarily for use by juveniles, and 
replacement chemicals for such sets, 
from the requirements of section 2(p) 
of the Hazardous Substances Labeling 
Act and certain requirements of § 191.101 
of the regulations promulgated there­
under.

The facts submitted to the Commis­
sioner show that the size of the con­
tainers used in these sets is not large 
enough to permit full compliance with 
§ 191.101 of the regulations and, further, 
that a general caution statement, on the 
outer carton and on the front of the 
instruction leaflet or booklet, together 
with the prescribed cautionary label 
statements on the immediate containers, 
will serve to alert the purchasers and 
users of such sets to the fact that certain 
of the chemicals may be hazardous. The 
Commissioner has concluded that full 
compliance with the labeling require­
ments of section 2(p) of the act is not 
necessary for adequate protection of the 
public health and safety. Therefore, 
pursuant to the provisions of the Federal 
Hazardous Substances Labeling Act (sec. 
3(c), 74 Stat. 374; 15 U.S.C. 1262) and 
under the authority vested in the Secre­
tary of Health, Education, and Welfare 
and delegated to the Commissioner (21 
CFR 2.90; 29 F.R. 471), § 191.63(a) is 
amended by adding thereto a new sub- 
paragraph (23) reading as follows:
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§ 191.63. Exemptions for small pack­
ages, minor hazards, and special cir­
cumstances.

(a) * * *
(23) Chemistry set® and other science 

education sets intended primarily for use 
by juveniles, and replacement containers 
of chemicals for such sets, are exempt 
from the requirements of section 2(p) (1) 
of the act, Provided, That: .

(i) The immediate container of each 
chemical that is hazardous as defined in 
the act and regulations bears on its main 
panel the name of such chemical, the 
appropriate signal word for that chemi-

RULES AND REGULATIONS
cal, and the additional statement "Read 
back panel before using” (or “Read side 
panel before using,” if appropriate), and 
bears on the back (or side) panel of the 
immediate container the remainder of 
the appropriate cautionary statement for 
the specific chemical in the container; 
and

(ii) The experiment manual or other 
instruction booklet accompanying such 
set bears on the front page of the leaflet 
as a preface to any written matter in 
the leaflet (or on the cover, if any there 
be), the following caution statement, 
within the borders of a rectangle and in 
the type size specified in § 191.101;

WARNING This set contains chemicals that may be harm- 
ful i f  misused. Head cautions on individual containers carefully. 
Not to be used by children except under adult supervision.

and "*■
(iii) The outer carton of such set bears 

on the main display panel within the 
borders of a rectangle and in the type 
size specified in § 191.101 the caution 
statement specified in subdivision (ii) 
of this subparagraph.

Notice and public procedure and de­
layed effective date are not necessary 
prerequisites to the promulgation of this 
order, and I  so find, since the Federal 
Hazardous Substances Labeling Act con­
templates such modification of the 
labeling requirements under certain 
conditions.

Effective date. This order shall be­
come effective on the date of its publica­
tion in the F ederal R egister.
(Sec. 3 (c ), 74 Stat. 374; 15 TJ.S.C. 1262)

Dated: May 8, 1964.
Jo hn  L. H arvey, 

Deputy Commissioner of 
Food and Drugs.

[F.R. Doc. 64-4864; Filed, May 14, 1964;
8:48 a.m.]

Title 32— NATIONAL DEFENSE
Chapter I— Office of the Secretary of 

Defense
SUBCHAPTER G— CIVIL DEFENSE

REDESIGNATION OF CIVIL DEFENSE 
REGULATIONS

Cross R eference : For document re­
designating the regulations in Subchap­
ter G, Chapter I, Title 32 of the Code of 
Federal Regulations as Chapter X V III 
of Title 32, see F.R. Doc. 64-4850, infra.

Chapter XVIII— Office of Civil De­
fense, Office of the Secretary of the 
Army

REDESIGNATION OF CIVIL ^DEFENSE 
^REGULATIONS

1. References: (a) Executive Order 
10952 dated July 20, 1961, assigning civil 
defense responsibilities to the Secretary

of Defense and others; (b) DOD Direc­
tive 5160.50 dated March 31, 1964, as­
signing civil defense responsibilities to 
the Secretary of the Army; (c) Depart­
ment of Defense, Secretary of the Army, 
Establishment of the Office of Civil De­
fense and Delegation of Authority Re­
garding Civil Defense Functions, pub­
lished April 10, 1964 (29 F.R. 5017);

2. Wherever appearing in the regula­
tions listed in this Notice and Redesigna­
tion of Civil Defense Regulations, "Office 
of Civil Defense, Department of Defense” 
means “Office of Civil Defense, Office of 
the Secretary of the Army” and “Assist­
ant Secretary of Defense (Civil Defense) ” 
(whether stated completely or as “Assist­
ant Secretary” or in other abbreviated 
form) means the Director of Civil De­
fense and his authorized delegate or 
delegates.

3. The regulations in Chapter I, Sub­
chapter G—“Civil Defense” of Title 32 
of the Code of Federal Regulations are 
redesignated as Parts of Chapter X V III 
of Title 32 of the Code of Federal Regu­
lations, as follows:

Old
part

Title of regulation New
part

220 1800
221 Contribution for Civil Defense Equip-

1801
222 Surplus Property—............................ 1802
223 Procedure for Stopping or Withholding

Payments Under Section 201(1) of the
Federal Civil Defense Act of 1950------ 1803

224 Financial Assistance from Reconstruction
Finance Corporation for Civil Defense

1804
225 United States Civil Defense Corps.......... 1805
226 Official Civil Defense Insigne------------ 1806
227 Contributions for Civil Defense Person-

nel and Administrative Expenses------ 1807
228 Labor Standards for Federally Assisted

1808
229 Reimbursement Toward Expenses of

Students Attending OCDM Schools— 1809
231 Civil Defense Identification for Federal

Employees, Reservists and Non-
Federal Support Personnel__________ 1810

4. This Notice and Redesignation of 
Civil Defense Regulations shall be effec­
tive upon publication in the F ederal 
R egister. '
-(Subsection 401(g), 64 Stat. 1255, 50 U.S.C. 
App. 2253; Reorg. Plan No. 1 o f 1958, 72 Stat. 
1799; E.O. 10952, 26 F.R. 6577; Establishment

and Delegation of Authority Regarding Civil 
Defense Functions, 29 F.R. 5017)

M ay  7, 1964.
W il l ia m  P. D urkee, 

Director of Civil Defense.
[F.R. Doc. 64-4850; Filed, May 14, 1964; 

8:47 a.m.]

Title 43— PUBLIC LANDS: 
INTERIOR

Chapter II— Bureau of Land Manage­
ment, Department of the Interior 

APPENDIX— PUBLIC LAND ORDERS 
[Public Land Order 3390] 

[Fairbanks 030976]

ALASKA
Revoking Executive Order No. 6973 

of February 19, 1935, as Amended 
by Public Land Order No. 1159 of 
June 2, 1955
By virtue of the authority vested in the 

President by section 1 of the Act of June 
25,1910 (36 Stat. 847; 43 U.S.C. 141), and 
pursuant to Executive Order No. 10355 of 
May 26,1952 (17 F.R. 4831), it is ordered 
as follows:

Executive Order No. 6973 of February 
19, 1935, which withdrew a tract of land, 
described by metes and bounds, at Mc­
Grath, Alaska, and reserved the same for 
the joint use and occupancy of the De­
partment of Agriculture and the Alaska 
Game Commission as a headquarters site 
in connection with the administration of 
the Alaska Game Laws, and which was 
amended by Public Land Order No. 1159 
of June 2, 1955 tb describe the tract as 
U.S. Survey No. 3140 A and B, Alaska, 
Townsite of McGrath, Lot 4, Block 2, 
Tract A, containing 5.54 acres, but which 
is shown by official plat of survey to con­
tain 1.23 acres, is hereby revoked.

The tract described has been conveyed 
to the State of Alaska under the provi­
sions of section 45(a) of the Alaska Om­
nibus Act of June 25, 1959 (73 Stat. 152).

Jo h n  A. Carver, Jr., 
Assistant Secretary of the Interior.

M ay 11, 1964.
[F.R. Doc. 64-4851; Filed, May 14, 1964;

8:47 am .]

[Public Land Order 3391] 
[Sacramento 067436]

CALIFORNIA
Withdrawals for Forest Service 

Recreation Areas
By virtue of the authority vested in the 

President and pursuant to £x®cutj^ 
Order No. 10355 (17 FH. 4831), of May 
26, 1952, it is ordered as follows: 

Subject to valid existing rights, tne
minerals in the following-described lan

"in  the Plumas National Forest are hereoy 
withdrawn from prospecting, locati , 
entry, and purchase under the minims 
laws of the United States but not from 
leasing under the mineral leasing law ,
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in aid of programs of the Forest Service 
for utilization of the lands as indicated: 

M o u n t  D iab lo  M er id ia n  

grizzly v a lle y  recre atio n  area 

T 23N..R. 13 E.,
Sec. 1, SW V4 NW and w y2SW ^;
Sec. 2, Lot 2, S%NE% and sy2 :
Sec. 3, SWi,4NW%, SE&SW ^ and NE& 

SE&.
T. 24 N., R. 13 E.,

Sec. 17, SE V4 S W % and SW% SE]4;
Sec. 19,NE^4NE}4 and E^SE^4;
Sec. 20, Sy2NE^4, N W ^N W ^ , NE&SW& 

andSW^SW^; ,
Sec. 21, NW%NE% and SW ^N W ^;
Sec. 22, NWÎ4NW14, Sy2NWy4, SW% and 

Ey2SE%;
Sec. 23, SW^4SW^4;
Sec. 26, NWy4, NE%SW% and W%SE%;
Sec. 27, Ey2NEft, NE%NW%, NW ^SW 1/«, 

sy2SW^ and SW%SE»4;
Sec. 28, Sy2NEV4, NW 1/4NW %, Ny2 SE%, and 

SW^SE%;
Sec. 29, NE&, NE&NW&, Sy2NW%, NE& 

SWVâ, and SWV4SE&;
Sec. 32, Sy2NEi/4;
Sec.33, S&NW& and NW%SE%;
Sec.35, NE&NÉÎ4 and SB%6 E%.

ANTELOPE VALLEY RECREATION AREA

T. 27 N., R. 12 E.,
Sec. 10, Sy2SW ^SE^;
Sec. 13, SW^4SW>4;
Sec. 14, Sy2SWV4 and SE%SE%;
Sec. 15, NW&NE14, Sy2NVè, and Sy2;
Sec.22, E& and NE%NWÎ4;
Sec. 23, NE%NE%, sy2NE%, N W ^, S% 

S W ̂ 4, and NE % SE % ;
Sec. 24, Ni/2,Ny2sy2,and SE%SE^;
Sec. 25, E%NEi4 and Sy¡NW%;
Sec. 26, NW14NE&.

T. 27 N„ R. 13 E.,
Sec. 19, Lots 1, 2,3, and 4.

ABBEY BRIDGE RECREATION AREA

T. 24 N., R. 13 E.,
Sec. 4, Lots 1,2, and 3;
Sec. 5, Lots 1,2,3, and 4;
Sec. 6, Lots 1 and 2;
Sec. 7, NE&NEV4;
Sec. 8, Ny2Ny2;
Sec. 9, NE&, Ny2NWyt, SE%NW%, N% 

NW^SE 14, and NE^SE ^;
Sec. 10, NE14, N^NW y4, SWÎ4NWi4,'NWÎ4 

SWi4, and N%SE%SW%;
Sec. ll.Ni/aNW^;
Sec. 12, NE^SE^.

T. 25 N., R. 13 E.,
Sec. 32, SE »4;
Sec. 33, S%;
Sec. 34, SW&.

DIXIE REFUGE RECREATION AREA

T. 26 N., R. 14 E.,
Sec. 13, SE^4 ;
Sec. 23, Sy2NEi4, SE 14 N W 14, E%SW%, and 

SE *4;
Seç. 24;
Sec. 25, NW 14 NE 14, NW%, and NW^SW 
Sec. 26, NE 14 and NE % SE %.

T. 26 N., R. 15 E..
Sec. 19, Lots 1, 2, 3, 4, E(4W%, W>/2E 

and SE % SE 14;
Sec. 29, Wy2NŴ 4 and NW%SW%; 

oUw0, Lot J* Ei/2NW^, and NI

fr e n c h m a n  recreation  area 
T- 24 N., R. 16 E.,

Sec. 8, SE*4NE^4 and EViSEiA;
Sec. 17,NE^NE%;
Sec. 21, S%SW% and SW%SE%; 
Se' ; , 2.8- NW^NEi4, Ny2NWi4, and

S E y ’ NE1/4, S%NW‘/4' E1/2s w l/4>and 
Sec. 30,” NE }4 SE (4 • . 
fee. 32, E%NE}4;
Sec.33,Sy2Ny2.

The areas described aggregate approx­
imately 11,070 acres.

Jo h n  A. Carver, Jr., 
Assistant Secretary of the Interior.

M ay  11, 1964.
[P.R. Doc. 64-4852; Piled, May 14, 1964; 

8:47 ajn.J

[Public Land Order 3392]
[ Sacramento 050711 ]

CALIFORNIA
Withdrawal for Forest Service Recrea­

tion Area, Partly Revoking Public 
Land Order No. 3155 of July 30, 
1963

By virtue of the authority vested in the 
President and pursuant to Executive Or­
der No. 10355 of May 26, 1952 (17 F.R. 
4831), it is ordered as follows:

1. Subject to valid existing rights, the 
minerals in the following-described na­
tional forest land in the Shasta National 
Forest are hereby withdrawn from pros­
pecting, location, entry and purchase 
under the mining laws of the United 
States but not from leasing under the 
mineral leasing laws, in aid of programs 
of the Forest Service, Department of Ag­
riculture for utilization of the surface as 
a recreation area:

M o u n t  D iab lo  M e r id ia n

EAGLE CREEK

T. 88 N., R. 7 W.,
Sec. 16, Sy2SEi4NE^.

Containing approximately 20 acres.
2. Public Land Order No. 3155 of July 

30, 1963, which withdrew national forest 
land in the Shasta and Trinity National 
Forests for recreation areas, is hereby 
revoked so far as it affects the following 
described land in the Shasta National 
Forest:
T. 38 N., R. 7 W.,

Sec. 16, S&NE14NE14.

Containing approximately 20 acres.
3. At 10:00 a.m. on June 15, 1964, the 

land described in paragraph two of this 
order shall be open to such forms of dis­
position as may by law be made of na­
tional forest lands.

Jo h n  A. Carver, Jr., 
Assistant Secretary of the Interior.

M a y  11, 1964.
[P.R. Doc. 64-4853; Filed, May 14, 1964; 

8:47 ajn.]

[Public Land Order 3393]
[Oregon 03644]

OREGON
Partly Revoking Reclamation With­

drawal (Rogue River Project)
By virtue of the authority vested in 

the Secretary of the Interior by section 
3 of the Act of June 17, 1902 (32 Stat. 
388; 43 U.S.C. 416), it is ordered as 
follows:

1. The order of the Bureau of Recla­
mation of October 25, 1954, concurred in 
by the Bureau of Land Management on 
January 24, 1956, which withdrew lands

in Oregon for reclamation purposes in 
connection with the Rogue River Project, 
is hereby revoked so far as it affects the 
following-described land:

W ill a m e t t e  M er id ia n

T. 36 S., R. 2 E„
Sec. 30, N E^SE ^.

Containing 40 acres.
2. Subject to any valid existing rights 

and equitable claims, the requirements 
of applicable laws, rules and regulations, 
and the provisions of any existing with­
drawals, the land is hereby opened to 
filing of applications, selections and loca­
tions in accordance with the following:

All valid applications and selections 
under the non-mineral public land laws 
presented at or prior to 10:00 a.m. on 
June 15, 1964, will be considered as 
simultaneously filed at that hour. 
Rights under such applications and 
selections filed after that hour will be 
governed by the time of filing. The land 
has been open to applications and offers 
under the mineral leasing laws. It  will 
be open to location under the United 
States mining laws at 10:00 a.m. on June 
15, 1964.

3. The State of Oregon has waived the 
preference right of application granted 
by R.S. 2276, as amended (43 U.S.C. 852).

Inquiries should be addressed to the 
Manager, Land Office, Bureau of Land 
Management, Portland, Oregon.

Jo h n  A . Carver, Jr., 
Assistant Secretary of the Interior.

M a y  11, 1964.
[P.R. Doc. 64-4854; Filed, May 14, 1964;

8:47 a.m.]

Title 26-INTERNAL REVENUE
Chapter I— Internal Revenue Service, 

Department of the Treasury 
SUBCHAPTER A— INCOME TAX 

[T.D. 6734]

RART 1— INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM­
BER 31, 1953

Foreign Base Company Income of 
Controlled Foreign Corporations

On December 27, 1962, notice of pro­
posed rule making was published in the 
F ederal R egister (27 F.R. 12759) re­
garding the amendment of the Income 
Tax Regulations (26 CFR Part 1) to con­
form such regulations to section 954 of 
the Internal Revenue Code of 1954, as 
added by section 12(a) of the Revenue 
Act of 1962 (76 Stat. 1006). After con­
sideration of all such relevant matter as 
was presented by interested persons re­
garding the rules proposed, the following 
amendments (except for so much of the 
proposed subdivision (i) of § 1.954-2(c)
(3) and (4) as defines when rents or 
royalties will be considered to be derived 
in the active conduct of a trade or busi­
ness) are hereby adopted, effective with 
respect to taxable years of foreign corpo­
rations beginning after December 31, 
1962, and to taxable years of United 
States shareholders within which or 
with which such taxable years of such
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corporations end. The proposed rules 
which are so excepted from § 1.954-2 (c)
(3) and C4) are withdrawn, and proposed 
regulations in lieu thereof are published 
elsewhere in today’s F ederal R egister.

§ 1.954 Statutory provisions * foreign 
base company income.

Sec. 954. Foreign base company income—
(a) Foreign base company income. For pur­
poses of section 952(a)(2), the term "for­
eign base company income" means for any 
taxable year the sum of—

(1) The foreign personal holding com­
pany income for the taxable year (deter­
mined under subsection (c ) and reduced as 
provided in subsection (b ) (5 ) ) ,

(2) The foreign base company sales in­
come for the taxable year (determined under 
subsection (d ) an<| reduced as provided in 
subsection (b ) (5 ) ) ,  and

(3) The foreign base company services in­
come for the taxable year (determined under 
subsection (e ) and reduced as provided in 
subsection (b ) (5 ) ) .

(b ) Exclusions and special rules— (1) Ex­
clusion of certain dividends, interest, and 
gains from qualified investments in less de­
veloped countries. For purposes of subsec­
tion (a ), foreign base company income does 
not include—

(A ) Dividends and interest received dur­
ing the taxable year from investments which 
at the time of receipt are qualified invest­
ments in less developed countries (as de­
fined in section 955(b)), or

(B ) I f  the gains from the sale or exchange 
during the taxable year of investments which 
at the time of sale or exchange are qualified 
investments in less developed countries ex­
ceed the losses from the sale or exchange 
during the taxable year of such qualified 
investments, the amount by which such 
gains exceed such losses.
The preceding sentence shall apply only to 
the extent that the sum of the dividends 
and interest described in subparagraph (A ) 
and the amount described in subparagraph 
(B ) does not exceed the increase for the 
taxable year in qualified investments in less 
developed countries of the controlled foreign 
corporation (as determined under subsec­
tion ( f ) ). /

(2) Exclusion of certain shipping income. 
For purposes of subsection (a ), foreign base 
company income does not include income 
derived from, or in connection with, the use 
(or hiring or leasing for use) of any air­
craft or vessel in foreign commerce, or the 
performance of services directly related to 
the use of any such aircraft or vessel.'

(3) Special rule where foreign base com­
pany income is less than 30 percent or more 
than 70 percent of gross income. For pur­
poses of subsection (a )—

(A ) I f  the foreign base company income 
(determined without regard to paragraphs 
( I f  and (5 )) is less than 30 percent of gross 
income, no part of the gross income of the 
taxable year shall be treated as foreign base 
company income.

(B ) I f  the- foreign base company income 
(determined without regard to paragraphs
(1) and (5 )) exceeds 70 percent of gross in­
come, the entire gross income of the taxable 
year shall, subject to the provisions of para­
graphs (1 ), (2 ), (4 ), and (5 ), be treated as 
foreign base company income.

(4) Exception for foreign corporations not 
availed of to reduce taxes. For purposes of 
subsection (a ) , foreign base company income 
does not include any item of income re­
ceived by a controlled foreign corporation if 
it is established to the satisfaction of the 
Secretary or his delegate with respect to such 
item that the creation or organization of 
the controlled foreign corporation receiving 
such item under the laws of the foreign 
country in which it is incorporated does not

have the effect of substantial reduction of 
income, war profits, or excess profits taxes 
or similar taxes.

(5) Deductions to be taken into account. 
For purposes of subsection (a ), the foreign 
personal holding company, income, the for­
eign base company sales income, and the 
foreign base company services income shall 
be reduced, under regulations prescribed by 
the Secretary or his delegate, so as to take 
into account deductions (including taxes) 
properly allocable to such income.

(c) Foreign personal holding company in ­
come— (1) In  general. For purposes of sub­
section ( a ) ( 1 ), the term “ foreign personal 
holding company income” means the foreign 
personal holding company income (as de­
fined in section 553), modified and adjusted 
as provided in paragraphs (2 ), (3 ), and (4 ).

(2) Rents included without regard to 50 
percent lim itation. For purposes of para­
graph ( 1 ), all rents shall be included in for­
eign personal holding company income with­
out regard to. whether or not such rents 
constitute 50 percent or more of gross 
income.

(3) Certain income derived in active con­
duct o f  trade or business. For purposes of 
paragraph ( 1 ), foreign personal holding com­
pany income does not include—

(A ) Rents and royalties which are derived 
in the active conduct of a trade or business 
and which are received from a person other' 
than a related person (Within the meaning 
of subsection (d ) (3 ) ) ,  or

(B ) Dividends, interest, and gains from 
the sale or exchange of stock or securities 
derived in the conduct of a banking, financ­
ing, or similar business, or derived from 
the investments made by an insurance com­
pany of its unearned premiums or reserves 
ordinary and necessary for the proper con­
duct of its insurance business, and whichN 
are received from a person other than a re­
lated person (within the meaning of sub­
section (d ) (3 ) ) .

(4) Certain income received from related 
persons. For purposes of paragraph (1 ), 
foreign personal holding company income 
does not include—

(A ) Dividends and interest received from 
a related person which (i )  is created or or­
ganized under the laws of the same foreign 
country under the laws of which the con­
trolled foreign corporation is created^or or­
ganized, and (ii) has a substantial part of 
its assets used in its trade or business located 
in such same foreign country;

(B ) Interest received in the conduct of a 
banking, financing, or similar business from 
a related person engaged in thè conduct of 
a banking, financing, or similar business if 
the businesses of the recipient and the payor 
are predominantly with persons other than 
related persons; and

(C) Rents, royalties, and similar amounts 
received from a related person for the use of, 
or the privilege of using, property within the 
country under the laws of which the con­
trolled foreign corporation is created or 
organized.

(d ) Foreign base company sales income—
(1) In  general. For purposes of subsection 
(a) (2 ) , the term “ foreign base company sales 
income” means income (whether in the form 
of profits, commissions, fees, or otherwise) 
derived in connection with the purchase of 
personal property from a related person and 
its sale to any person, the sale of personal 
property to any person on behalf of a related 
person, the purchase of personal property 
from any person and its sale to a related 
person, or the purchase of personal property 
from any person on behalf of a related per­
son where—

(A ) The property which is purchased (or 
in the case of property sold on behalf of a 
related person, the property which is sold) 
is manufactured, produced, grownr or ex­
tracted outside the country under the laws

of which the controlled foreign corporation 
is created or organized, and

(B ) The property is sold for use, con­
sumption, or disposition outside such for­
eign country, or, in the case of property 
purchased on behalf of a related person, is 
purchased for use, consumption, or disposi­
tion outside such foreign country.

(2) Certain branch income. For purposes 
of determining foreign base? company sales 
income in situations in which the carrying 
on of activities by a controlled foreign cor­
poration through, a branch or similar estab­
lishment outside the country hf incorpora­
tion of the controlled foreign corporation has 
substantially the same effect as if such 
branch or similar establishment were a 
wholly owned subsidiary corporation de­
riving such income, under regulations pre­
scribed by the Secretary or his delegate the 
income attributable to the carrying on of 
such activities of such branch or similar es­
tablishment shall be treated as income de­
rived by a wholly owned subsidiary of the 
controlled foreign corporation and shall con­
stitute foreign base company sales income 
of the controlled foreign corporation.

(3) Related person defined. For purposes 
o f this section, a person is a related person 
with respect to a controlled foreign corpora­
tion, if—

(A ) Such person is an individual, part­
nership, trust, or estate which controls the 
controlled foreign corporation;

(B ) Such person is a corporation which 
controls, or is controlled by, the controlled 
foreign corporation; or

(C ) Such person is a corporation which is 
controlled by the same person or persons 
which control, the controlled foreign 
corporation.
For purposes of the preceding sentence, con­
trol means the Ownership, directly or in­
directly, of stock'"possessing more than 50 
percent of the total combined voting power 
of all classes of stock entitled to vote. For 
purposes of this paragraph, the rules for de­
termining ownership of stock prescribed by 
section 958 shall apply.

(e) Foreign base company services in­
come. For purposes of subsection (a)(3), 
the term “ foreign base company services in­
coine” means income (whether in the form 
of compensation, commissions, fees, or other­
wise) derived in connection with the per­
formance of technical, managerial, engineer­
ing, architectural, scientific, skilled, indus­
trial, commercial, or like services which—

( 1 ) Are performed for or on behalf of any 
related person (within the meaning of sub­
section (d ) (3 )) ,  and

(2) Are performed outside the country 
under the laws of which the controlled for­
eign corporation is created or organized. v
The preceding sentence shall not apply t° 
income derived in connection, with the per­
formance o f services which are directly re­
lated to the sale or exchange by the con­
trolled foreign corporation of property 
manufactured, produced, grown, or extracted 
by it and which are performed prior to the 
time of the sale or exchange, or of services 

. directly related to an . offer òr effort to sell 
or exchange such property.

( f )  Increase in qualified investments m 
less developed countries. For purposes of 
subsection (b ) ( 1 ), the increase for any tax­
able year in qualified investments in les 
developed countries of any controlled foreign 
corporation is the amount by which

(1) The qualified investments in less de­
veloped countries (as defined in section 9 
(b ) ) of the controlled foreign corporation ai 
the close of the taxable year, exceeds

(2) The qualified investments in less de­
veloped countries (as so defined) of the co 
trolled foreign corporation at the; close 
the preceding taxable year.
[Sec. 954 as added by section 12 (a), Rev- 
Act 1962 (76 Stat. 1006)]
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§ 1.954—1 
come.

Foreign base company in-

(a) In  general. The subpart F income 
of a controlled foreign corporation for 
any taxable year includes its foreign base 
company income for such taxable year. 
See section 952(a). The foreign base 
company income of a controlled foreign 
corporation consists of the sum of its for­
eign personal holding company income, 
as defined in § 1.954-2, its foreign base 
company sales income, as defined in 
§ 1.954-3, and its foreign base company 
services income, as defined in § 1.954-4, 
modified and adjusted in accordance with 
this section.

(b) Exclusions from foreign base com­
pany income. Foreign base company in­
come does not include the following 
items: •- 2*

(1) Dividends, interest, and gains from  
qualified investments in less developed 
countries. Foreign base company income 
does not include (i) dividends and inter­
est, after allowance for deductions prop­
erly allocable to such income, received 
during the taxable year from investments 
which at the time of receipt are qualified 
investments in less developed countries 
and (ii) the excess of gains over losses 
from the sale or exchange of investments 
which at the time of sale or exchange are 
qualified investments in less developed 
countries, after allowance for deduc­
tions properly allocable to 'sueh income, 
but only to the extent the sum of such 
net dividends, interest, and gains does 
not exceed the controlled foreign cor­
poration’s increase for the taxable year 
in qualified investments in less developed 
countries. See section 954(b)(1). See 
also section 955(b) and § 1.955-2 for def­
inition of the term “qualified investments 
in less developed countries.” See section 
954(f) and § 1.954-5 for rules relating to 
the determination o f the increase for a 
taxable year in qualified investments in 
less developed countries. ...

(2) Income derived from aircraft and 
ships—(i) in  general. Foreign base 
company income does not include income 
derived from, or in connection with, (a) 
the use, or hiring or leasing for use, of 
any aircraft or vessel in foreign com­
merce or (b) the performance of services 
directly related to the use, or hiring or 
leasing for use, of any such aircraft or 
vessel in foreign commerce, after allow­
ance for deductions properly allocable to 
such income. See section 954(b)(2).

(ii) Meaning of use in foreign com- 
merce. For purposes of subdivision (i) 
ot this subparagraph, a vessel or aircraft 
s used in foreign commerce if it is used 
m transportation of property or passen- 
gers- -
tt Be ŵeen a- Port (or airport) in the 
united States or possession of the United 
. ates and a port (or airport) in a for­

eign country, or
(b) Between one port (or airport) in 

~ * 0reign country and another in the 
country or between a port (or air- 
m a  foreisn country and one in 

another foreign country.

or beacon lightship which 
„nm vessels when so used in foreign 
t J ^ rce siiall, to the extent so used, be 

d as used in foreign commerce for 
No. 96------ 3

purposes of subdivision (i) of this sub- 
paragraph.

(iii) Illustrations. The application of 
this subparagraph may be illustrated by 
the following examples:

Example (1) .  Controlled foreign corpo­
ration A acts as managing agent for 
controlled foreign corporation B, a related 
person which contracts to construct and 
charter a foreign flag vessel for use in foreign 
commerce. As managing agent for B Cor­
poration, A Corporation performs a broad 
range of services relating to use of the vessel, 
including arranging for, and supervising of,' 
construction and chartering of the vessel, and 
handling o f operating services after con­
struction is completed. Corporation A ’s 
services on behalf of B Corporation are per­
formed outside the country under the laws 
of which A Corporation is organized. The 
income derived by A Corporation from its 
management and operating services consti­
tutes income derived in connection with 
the use of the vessel in foreign commerce.

Example (2) .  Controlled foreign corpora­
tion A owns a foreign flag vessel which it 
charters under a long-term charter to con­
trolled foreign corporation B, a related per­
son. The vessel is used by B Corporation as 
a tramp which has no fixed or regular sched­
ule. The vessel carries bulk and packaged 
cargoes, as well as occasional passengers, 
under charter parties, contracts of affreight­
ment, or other contracts of carriage. The 
carriage of cargoes and passengers is between 
a port in the United States and a port in a 
foreign country or between a port in one 
foreign country and another port in the 
same or a different foreign country. The 
charter hire paid to A Corporation by B 
Corporation, and the charter hire and freight 
and passenger revenue (including demurrage 
and dead freight) derived by B Corporation, 
constitute income derived from the use, or 
hiring or leasing for use, of the vessel in 
foreign commerce.

Example (3 ). Controlled foreign corpora­
tion A owns a foreign flag tanker which it 
charters under a long-term bareboat charter 
to foreign corporation B, a related person, 
for use in foreign commerce. Corporation 
B produces oil in a foreign country and ships 
the oil to other foreign countries and to the 
United States. The vessel chartered by B 
Corporation, when not engaged in carrying 
B Corporation’s oil, is used to carry bulk 
cargoes for unrelated persons in foreign com­
merce as opportunity offers. Corporation B 
is forced to lay up the vessel as a result of 
adverse market developments. The vessel is 
laid up outside the foreign country under 
the laws of which A Corporation is organized. 
Pursuant to the terms of the charter, B Cor­
poration continues to pay charter hire to A 
Corporation during the period of lay-up. 
The charter hire received by A Corporation 
during the period of lay-up constitutes in­
come derived in connection with the use, or 
hiring or leasing for use, o f the vessel in 
foreign cominerce.

(3) Income of controlled foreign cor­
porations not availed of to substantially 
reduce income or similar taxes— (i) Gen­
eral rule. Foreign base company income 
does not include any item of gross in­
come if it  is established to the satisfac­
tion of the district director that the crea­
tion or organization of the controlled 
foreign corporation receiving such item 
of gross income does not have the effect 
of substantially reducing income, war 
profits, excess profits, or similar taxes 
with respect to such item. See section 
954(b)(4).

(ii) Foreign personal holding com­
pany income. Creation or organization 
of a controlled foreign corporation will

be considered not to have the effect of 
substantially reducing income, war prof­
its, excess profits, or similar taxes with 
respect to an item of foreign personal 
holding company income described in 
§ 1.954-2, if it can be established that, 
if such item were the only income of such 
corporation for the taxable year and the 
United States shareholder of such cor­
poration were a corporate United States 
shareholder making a first-tier election 
(as defined, in paragraph (b) (4) of 
§ 1.963-1) to receive a minimum distri­
bution for such year with respect to 
stock which it directly owns in such con­
trolled foreign corporation, no m inim um 
distribution would-be required to be re­
ceived by such shareholder from such 
controlled foreign corporation. I f  the 
rate of tax imposed by a country for 
the taxable year with respect to the in­
come of a controlled foreign corpora­
tion which is distributed is less than 
the rate of such tax with respect to its 
income which is not distributed, this 
subdivision shall not apply with respect 
to a corporate United States shareholder 
to exclude an item of income of such 
controlled foreign corporation unless the 
effective rate of tax paid to such coun­
try by such controlled foreign corpora­
tion on such item of income (after al­
locable deductions other than income, 
war profits, excess profits, or similar 
taxes) for the taxable year of such con­
trolled foreign corporation equals or ex­
ceeds 91 percent of a percentage which 
equals the sum of the normal tax rate 
and the surtax rate (determined without 
regard to the surtax exemption) pre­
scribed by section 11 for the taxable year 
of the United States shareholder within 
which or with which ends such taxable 
year of such controlled foreign corpo­
ration.

(iii) Foreign base company sales and 
services income. Creation or organiza­
tion of 9, controlled foreign corporation 
will be considered not to have the effect 
of substantially reducing income, war 
profits, excess profits, or similar taxes 
with respect to an item of foreign base 
company sales income described in 
§ 1.954-3 or an item of foreign base com­
pany services income described in 
§ 1.954-4 if the effective rate of such 
taxes paid to a country or countries for 
the taxable year in respect to such item 
of income by the controlled foreign cor­
poration equals or exceeds 90 percent of, 
or is not as much as 5 percentage points 
less than—

(a) In the case of an item of foreign 
base company sales income described in 
§ 1.954-3, the lesser of—

(1) The effective rate of income, war 
profits, excess profits, or similar taxes 
that would have been paid for such year 
in respect to the item of income to the 
country which, within the meaning of 
paragraph (a) (3) of § 1.954-3, is the 
country of use, consumption, or disposi­
tion of the property which is sold, or

(2) The effective rate of income, war 
profits, excess profits, or similar taxes 
that would have been paid for such year 
in respect to the item of income to the 
country which» within the manning of 
paragraph (a) (2) of § 1.954-3, is the
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country of manufacture, production, 
construction, growth, or extraction of 
such property,
if, under the law of such country 
described in this subdivision (a ) , all the 
income of the corporation for such year 
had been considered derived from 
sources therein from doing business 
through a permanent establishment in 
such country, received in such country, 
and allocable to such permanent estab­
lishment, and the controlled foreign cor­
poration had been created or organized 
under the laws of, and managed and con­
trolled in, such country ; or

(b) In the case of an item of foreign 
base company services income described 
in § 1.954-4, the effective rate of income, 
war profits, -excess profits, or similar 
taxes that would have been paid for the 
taxable year in respect to the item of 
income to the country which, within the 
meaning of paragraph (c) of § 1.954-4, 
is the country where the services are 
performed, if, under the law of such 
country, all the income of the corpora­
tion for such year had been considered 
derived from sources therein from doing 
business through a permanent establish­
ment in such country, received in such 
country, and allocable to such permanent 
establishment, and the controlled foreign 
corporation had been created or orga- 
nizd under the laws of, and managed 
and controlled in, such country.

(iv) Determination of hypothetical 
tax. In determining under subdivision 
(iii) of this subparagraph the effective 
rate of income, war profits, excess profits, 
or similar taxes that would have been 
paid for the taxable year in respect to 
an item of income to the country de­
scribed in (aK or (b) of such subdivision 
by a controlled foreign corporation, such 
taxes shall be computed on the basis of 
the actual facts concerning such corpo­
ration (except for the assumptions made 
under such subdivision as to source, re­
ceipt, and allocation of income, type of 
establishment^ place of doing business, 
and place of creation, management, and 
control) and by deducting from such 
item of income all deductions allocable 
thereto other than income, war profits, 
excess profits, or similar taxes. Thus, 
if  the laws of the country impose a grad­
uated rate of income tax on income of 
corporations, such tax shall be computed 
on the basis of the amount of such cor­
poration’s income which would be taken 
into acount for the taxable year in deter­
mining the tax under such assumptions 
but otherwise using the actual facts con­
cerning such corporation. Similarly, if 
the effective rate of tax which such 
country imposes differs from class to 
class of income (whether because the 
law of such country prescribes a dif­
ferent rate for each such class or does 
so in effect by prescribing special deduc­
tions or credits with respect to such 
class), the tax in respect of the item 
of income shall be computed on the 
basis of the tax which under such 
assumptions would have been imposed 
for the taxable year on the class con­
taining such item but otherwise using the 
actual facts concerning the corporation. 
Likewise, if the rate of tax imposed by 
such country on a corporation with re- 
snect to income not distributed differs

from the rate with respect to its dis­
tributed income, the tax in respect of the 
item of income shall be computed at the 
effective rate of tax applicable to such 
corporation for the taxable year, com­
puted on the basis of such assumptions 
and the distributions actually made for 
such year by such corporation.

(v) Other facts and circumstances. 
Although a failure to meet the 90-per­
cent test or the 5-percentage-point test 
described in subdivision (iii) of this sub- 
paragraph with respect to an item of 
foreign base company sales income or 
foreign base company services income 
will be regarded as a significant factor, 
foreign base company income will not 
include such item if, on the basis of 
other facts and circumstances, it is es­
tablished to the satisfaction of the dis­
trict director that the creation or organi­
zation of the controlled foreign corpora­
tion receiving such item does not have 
the effect of substantially reducing in­
come, war profits, excess profits, or simi­
lar taxes with respect to such item.

(vi) Effect of exclusion upon other 
amounts. In considering whether the 
creation or organization of a controlled 
foreign corporation results in a substan­
tial reduction of income, war profits, ex­
cess profits, or similar taxes, the fact 
that the exclusion of items of income 
from foreign base company income under 
this subparagraph results in other items 
of income being excluded from foreign 
base company income under section 954 
(b) (3) (A ) and paragraph (d) (1) of this 
section shall not be taken into account. 
For example, the fact that 29 percent of 
a controlled foreign corporation’s gross 
income will be excluded from subpart 
F income under section 954(b) (3) (A ) 
and paragraph (d) (1) of this section if 
the remaining 71 percent of the gross 
income is excluded under section 954(b)
(4) and this subparagraph will not pre­
vent the application of section 954(b)
(4) and this subparagraph.

(vii) Branch rule. The same rules as 
those set forth in subdivisions (i) to (v i ) , 
inclusive, of this subparagraph shall 
also apply to an item of income derived 
by a branch or similar establishment of 
a controlled foreign corporation which 
is treated as a separate wholly owned 
subsidiary corporation under section 954
(d) (2) and paragraph (b) of § 1.954-3.

- (viii) Illustrations. The application 
of this subparagraph may be illustrated 
by the following examples:

Example (1) .  Controlled foreign corpora­
tion A, incorporated under the laws o f for­
eign country X, and controlled foreign 
corporation B, incorporated under the laws 
of foreign country Y, are both wholly owned 
subsidiaries of domestic corporation M. All 
corporations use the calendar year as the 
taxable year. In  1963, B Corporation de­
rived foreign base company sales income 
described in § 1.954-3 when it purchased 
from A Corporation an article manufactured 
by A Corporation in country X  and sold the 
article to D Corporation, an unrelated per­
son, for use in foreign country Z. With 
respect to this item of income, B Corpora­
tion paid an income tax to country Y  in an 
amount effectively equal to 26 percent of 
the income (after allocable deductions other 
than income or similar taxes) from the trans­
action. No other income or similar tax was 
paid by B Corporation with respect to this

item. I f  B Corporation had been incorpo­
rated under the laws of country X, it would 
have paid income tax to country X in an 
amount effectively equal to 40 percent of 
the income (after allocable deductions other 
than income or similar taxes) derived from 
the purchase and sales transaction, if, 
however, B Corporation had been managed 
and controlled in country Z, it would have 
paid income tax to country Z in an amount 
effectively equal to 30 percent of the income 
(after allocable deductions other than in­
come or similar taxes) derived from the pur­
chase and sale transaction. Therefore, with 
respect to this item of income, organization 
of B Corporation in country Y  did not have 
the effect of substantially reducing income 
or similar taxes (26 percent being less than 
90 percent o f 30 percent but not being as 
much as 5 percentage points less than 30 
percent), and foreign base company income 
of B Corporation does not Include income 
derived from such transaction.

Example (2).  Assume the same facts as in 
example (1 ), except that B Corporation also 
derived foreign base company services in­
come described in § 1.954-4 when it per­
formed services in country Z for C Corpora­
tion, a related person incorporated under the 
laws of country Z and also using the calen­
dar year as the taxable year. With respect 
to this item of income, B Corporation paid 
an income tax to country Y  in an amount 
effectively equal to 15 percent of the income 
(after allocable deductions other than in­
come or similar taxes) from the service ac­
tivity. No other income or similar tax was 
paid by B Corporation with respect to this 
item. I f  B Corporation had been managed 
and controlled in country Z, it would have 
paid income tax to country Z in arr amount 
effectively equal to 25 percent of the in­
come (after allocable deductions other than 
income or similar taxes) from the service 
activity. Therefore, with respect to this 
item of income, organization of B Corpora­
tion in country Y  did have the effect of 
substantially reducing Income or similar 
taxes (15 percent being less than 90 percent 
of 25 percent and as much as 5 percentage 
points less than 25 percent), and the exclu­
sion from foreign base company income pro­
vided by section 954(b) (4) will not apply 
to such item.

Example (3 ). Controlled foreign corpora­
tion A, incorporated under the laws of for­
eign country X, is a wholly owned subsidiary 
of domestic corporation M. Both corpora­
tions use the calendar year as the taxable 
year. In  1963, A Corporation derived interest 
and rent not excluded under section 954(c) 
(3) or (4 ). The rate of tax imposed by 
country X  for the taxable year on a corpora­
tion of such country with respect to income 
such corporation distributes for such year 
is the same as that imposed with respect 
to its income which is not distributed. With 
respect to the item of interest, A Corporation 
paid an income tax to country X In an 
amount effectively equal to -47 percent of 
such item (after allocable deductions other 
than income or similar taxes) and, with 
respect to the item of rent, paid an income 
tax to country Y  in an amount effectively 
equal to 40 percent of such item (after alio- 
cable deductions other than income or simi­
lar taxes). No other income or similar tax 
was paid by A Corporation with respect to 
such items. I f  M Corporation were to elect 
under § 1.963-1 to receive a minimum dis­
tribution for 1963 from A Corporation and 
i f  the item of interest were the only income 
of A Corporation, M Corporation would not 
be required to receive a minimum distribu­
tion from A Corporation (effective foreign 
tax rate being 47 percent and such 8 ; ^  
button not being required under sec. 963 
(b ) ) ; but, i f  the rent item were A Corpora­
tion’s only income, M Corporation would be 
required to receive a minimum distribu o 
from A Corporation (effective foreign



FEDERAL REGISTER 6389Friday, May 15, 1964
rate being 40 percent and such a distribution 
being required under sec. 963 (b ) ) .  There­
fore, with respect to the item of rent, organi­
zation of A Corporation in country X  did 
have the effect of substantially reducing in­
come or similar taxes, and the exclusion from 
foreign base company income provided by 
section 954(b) (4) will not apply to such 
item. With respect to the item of interest, 
however, the organization of A Corporation 
in such country did not have the effect of 
substantially reducing such taxes, and such 
interest is not included in foreign base com­
pany income of A Corporation.

Example (4). Controlled foreign corpora­
tion A is incorporated under the laws of 
foreign country X. Corporation A uses the 
calendar year as the taxable year. Corpo­
ration A has conducted business for a sub­
stantial period of years prior to 1963. In 
1962, A Corporation- is subject, under the 
laws of country X, to an effective tax rate 
of 46.6 percent on the income (after allocable 
deductions other than income or similar 
taxes) derived from purchasing and selling 
activities conducted throughout the world. 
A substantial part of its income for 1962 is 
derived from transactions in which it pur­
chases from an unrelated person in foreign 
country Z raw materials produced in country 
Z and sells them to B Corporation, a related 
person organized under the laws of foreign 
country Y, for use in country Y. I f  A Cor­
poration were incorporated under the laws 
of country Y, it would pay income and simi­
lar taxes to country Y  for 1962 in an amount 
effectively equal to 51.2 percent of the income 
(after allocable deductions other than in­
come or similar taxes) derived from the 
sales to B Corporation, I f  A  Corporation 
were incorporated under the laws of country 
Z, it would pay income and similar taxes 
to country Z for 1962 in an amount effec­
tively equal to 52 percent of the income 
(after allocable deductions other than in­
come or similar taxes) derived from the 
sales to B Corporation. In 1963, A Corpora­
tion also derives a substantial part o f its 
income from transactions in which it pur­
chases from an unrelated person in country 
Z raw materials produced in country Z and 
sells them to B Corporation for use in coun­
try Y. Effective January 1, 1963, there is a 
general reduction in income tax rates in 
country X, so that A Corporation pays an 
income tax to country X  for 1963 in an 
amount effectively equal to 45 percent of 
the income (after allocable deductions other 
than income or similar taxes) from the sales 
to B Corporation. The income tax laws of 
countries Y  and Z applicable for 1962 re­
main applicable to 1963 without change. 
During years both before and after the re­
duction in country X  tax, A Corporation 
actively conducts a trade or business of 
purchasing personal property from unrelated 
persons and selling such property to unre­
lated persons as well as to B Corporation. 
For 1963 the percentage of total income of 
A Corporation derived from sales o f the 
raw materials to B Corporation and the 
nature of the raw materials so sold to B Cor­
poration remain substantially unchanged 
from that for 1962. Although the rate of 
income and similar taxes paid by A Corpo­
ration to country X for 1963 on the income 
rom the sales to B Corporation is less than 
o percent of, and as much as 5 percentage 

Points less than, the rate (51.2 percent) of 
6 Income and similar taxes which A Cor­

poration would have paid to country Y  on 
liri .*ncome from the sales to B Corporation, 

er+uUbi*ivision of subparagraph 
e other facts and circumstances in this 

example-wtil establish to the satisfaction 
a r* district director that organization of 
fh0 /J>0rJatlon in country X  did not have 
rivertfeCt' Wlth reEPect to the income de- 

sales to B Corporation during 
-imi! substantially-adducing income or

ar taxes. Foreign base company income

of A Corporation for 1963 does not include 
income derived from such sales.

(&) Gross income and deductions to be 
taken into account. For purposes of 
section 954 and this section, foreign per­
sonal holding company income as de­
fined in § 1.95i-2, foreign base company 
sales income as defined in § 1.954-3, and 
foreign base company services income 
as defined in § 1.954-4 shall be taken into 
account in determining foreign base 
company income after allowance for de­
ductions properly allocable to such cate­
gories of income. For determination of 
gross income and deductions for pur­
poses of section 954, see section 952 and 
the regulations thereunder. For pur­
poses of this section, expenses, taxes, 
and other deductions shall first be allo­
cated to items or categories of gross 
income to which they directly relate; 
then, expenses, taxes, and other deduc­
tions which cannot definitely be allo­
cated to some item or category of gross 
income shall be ratably apportioned 
among all items or categories of gross 
income, except that no expense, tax, or 
other deduction shall be allocated to an 
item or category of income to which it 
clearly does not apply. However, if the 
foreign base company income of a con­
trolled foreign corporation exceeds 70 
percent (as determined under paragraph
(d) of this section) of gross income, the 
entire expenses, taxes, and other deduc­
tions shall be taken into account, except 
expenses, taxes, and other deductions 
properly allocable to amounts excluded 
from foreign base company income under 
the provisions of paragraphs (1), (2), 
and (4) of section 954(b) and paragraph
(b) of this section and expenses, taxes, 
and other deductions allowable to such 
controlled foreign corporation under sec­
tion 882(c) and § 1.882-3.

(d) Special rules where foreign base 
company income is less than 30 percent 
or more than 70 percent of gross in­
come— (1) Less than,30 percent of gross 
income. I f  foreign base company in­
come of a controlled foreign corporation 
for its taxable year amounts to less than 
30 percent of the gross income of such 
corporation for such year, no amount 
shall be included in subpart F income, 
as defined in section 952 and the regula­
tions thereunder, of the controlled for­
eign corporation as foreign base company 
income. See section 954(b)(3 )(A ).

(2) Afore than 70 percent of gross in­
come. I f  foreign base company income 
of a controlled foreign corporation for 
its taxable year amounts to more than 
70 percent of the gross income of such 
corporation for such year, the entire 
gross income of such corporation for the 
taxable year shall, except as provided in 
paragraphs (1 ), (2), (4), and (5) of 
section 954(b) and paragraphs (b) and
(c) of this section, be treated as foreign 
base company income. See section 954 
(b ) (3 ) (B ).

(3) Method of computation. For pur­
poses of determining the percentage 
which foreign base company income is 
of gross income under subparagraphs
(1) and (2) of this paragraph—

(i) Computation of foreign base com­
pany income. The foreign base company

income of a controlled foreign corpora­
tion shall be determined without giving 
effect to—

(a) The exclusion allowed under sec­
tion 954(b) (1) and paragraph (b) (1) of 
this section for dividends, interest, and 
net gain from qualified investments in 
less developed countries, and

(¥) The deductions allowed under 
section 954(b) (5) and paragraph (c) of 
this section.

(ii) Computation of gross income. 
The gross income of a controlled foreign 
corporation for a taxable year shall be 
determined, with respect to a United 
States shareholder of such controlled 
foreign corporation, by excluding distri­
butions received by such corporation 
wh’ch are excluded from such income 
under section 959(b) with respect to 
such shareholder.

(4) Branches of controlled foreign 
corporations treated as separate corpo­
rations. The 30-percent and 70-percent 
tests described in subparagraphs (1) and
(2) of this paragraph apply to the for­
eign base company income of each con­
trolled foreign corporation. In addition, 
if a branch or similar establishment of a 
controlled foreign corporation is treated 
as a separate wholly owned subsidiary 
corporation of such corporation under 
section 954(d)(2) and paragraph (b) of 
§ 1.954^3, the 30-percent and 70-percent 
tests apply separately to the income allo­
cated under such paragraph to such 
branch or similar establishment, to other 
branches and similar establishments 
similarly treated, and to the remainder 
of the controlled foreign corporation. 
The application of this subparagraph 
may be illustrated by the following 
example:

Example. Controlled foreign corporation 
A Is Incorporated under the laws of foreign 
country X. Corporation A manufactures 
goods in country X, and all the gross income 
which it derives from the sale of such goods 
it derives through its branch B in foreign 
country Y; of such gross income, 80 percent 
is derived from sales by branch B to C for 
use in foreign country Z and 20 percent from 
sales to D for use in country Y. Corporation 
A and branch B are treated under paragraph 
(b ) of § 1.954-3 as separate corporations for 
purposes of determining foreign base com­
pany sales income. The total gross sales 
income allocated under paragraph (b ) of 
§ 1.954-3 to branch B is $900,000, and such 
income is not excluded from foreign base 
company income under section 954(b)(4). 
The remainder of A Corporation derives total 
gross income of $4,000,000, consisting of 
$3,900,000 from operations and of $100,000 
from dividends not excluded from foreign 
base company income. The 30-percent and 
70-percent tests of section 954(b)(3) apply 
to A Corporation and branch B as foUows :

A Co r po r a tio n

Gross income attributable to
manufacturing operations__$3, 900, 000

Gross dividend income__ ______ _ 100, 000

Total gross income______  4, 000, 000

Since foreign base company income of A 
Corporation, before deductions, is less than 
80 percent of gross income of A Corporation 
($100,000/$4,000,000, or 2% percent), no part 
of its gross income', as determined for pur­
poses of section 954(b) (3 ), is treated as for­
eign base company income.
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Branch B

Gross incom e attributable to sales 
operations c o n d u c t e d  by
Branch B ___________________-  $900,000

Foreign base com pany sales income
(80 percent of $900,000) ------------- 720, 000

Since foreign base company sales income of 
branch B, before deductions, constitutes 
more than' 70 percent of its gross income 
($720,000/$900,000, or 80 percent), the en­
tire gross Income of $900,000, subject to de­
ductions as provided in section 954(b) (5) 
and paragraph (c ) o f this section, is treated 
as foreign base company income of branch 
B and is included in the subpart F income 
of A Corporation under section 952(a). 
Such amount is not included in the gross 
income of A Corporation, other than branch 
B, for purposes of again applying the 30 
percent and 70 percent tests of section 
954(b) (3) to A Corporation.

(e) Definition of a related and unre­
lated person. For purposes of section 
954 and §§ 1.954-1 to 1.954-5, inclusive—

(1) Related person. The following 
persons are considered under section 954
(d) (3) to be related persons with respect 
to a controlled foreign corporation:

(i) Individuals, etc. A person who is 
an individual, partnership, trust, or es­
tate if such individual, partnership, 
trust, or estate owns, within the meaning 
of section 958 and the regulations there­
under, more than 50 percent of the total 
combined voting power of all classes of 
stock entitled to vote of the controlled 
foreign corporation. This subdivision 
shall apply whether or not the person 
is a citizen or resident of the United 
States or is domestic or foreign as to  the 
United States.

(ii) Corporations. A  person which is 
a foreign or domestic corporation if—

(0) Such foreign or domestic corpo­
ration owns, within the meaning of sec­
tion 958 and the regulations thereunder, 
more than 50 percent of the total com­
bined voting power of all classes of stock 
entitled to vote of the controlled foreign 
corporation,

(b) The controlled foreign corpora­
tion owns, within the meaning of section 
958 and the regulations thereunder, more 
than 50 percent of the total combined 
voting power of all classes of stock en­
titled to vote of such foreign or domestic 
corporation, or

(c) More than 50 percent of the total 
combined voting power of all classes of 
stock entitled to vote of both such for­
eign or domestic corporation and the 
controlled foreign corporation is owned, 
within the meaning of section 958 and 
the regulations thereunder, by the same 
person or persons.

(2) Unrelated person. A person is an 
unrelated person with respect to a con­
trolled foreign corporation if such person 
is not, within the meaning of subpara­
graph (1) of this paragraph, a related 
person with respect to such corporation.

(f) Classification of an item of income. 
For purposes of section 954 and §§ 1.954- 
1 to 1.954-5, inclusive—

(1) In  accordance with the substance 
of a transaction. Items of income shall 
be classified in accordance with the sub­
stance of the transaction, and not in 
accordance with the designation applied 
by the parties to the transaction. For 
example, an amount received as “inter­
est” which actually constitutes rent shall

not be classified as “ interest” but 
shall be classified as rent; an amount 
received as “ rent” which actually con­
stitutes income from the sale of prop­
erty, royalties, or income from serv­
ices shall not be classified as “rent” 
but shall be classified as income from the 
sale of property, royalties, or income 
from services, respectively. Local law 
shall not be controlling in classifying an 
item of income.

(2) In  accordance with predominant 
characteristic. All of the income derived 
by a controlled foreign corporation from 
the performance of an integrated busi­
ness transaction shall, unless the United 
States shareholder o f such corporation 
establishes that a different method is 
proper, be classified in accordance with 
the predominant characteristic of the 
transaction, even though a part of such 
income could incidentally be imputed to 
another class of income. Thus, for ex­
ample, if a controlled foreign corpora­
tion derives income under a contract 
which provides for the rental of property 
which it owns and also for the furnish­
ing by such corporation of an incidental 
amount of maintenance services in re­
spect of the rented property, the entire 
amount of the income derived under such 
contract shall be treated as rent. I f  a 
controlled foreign corporation contracts 
to provide engineering services consisting 
of planning a project and incidental to 
such planning uses its own equipment, or 
if it contracts to constructs project and 
does so using its own employees and 
equipment, the entire income derived un­
der such contract shall be treated as de­
rived from the performance of services. 
Similarly, if  a controlled foreign corpora­
tion engaged in manufacturing a product 
uses a patent or other industrial property 
right which it owns to manufacture such 
product, the entire income derived from 
the manufacturing of such product shall 
be treated as manufacturing income. I f  
a controlled foreign corporation in its 
business of purchasing and selling per­
sonal property incidentally receives in­
terest on an account receivable arising 
from such a sale, such interest shall be 
treated as income derived in connection 
with the sale of the property although 
interest on such account, if the account 
were sold to a finance company, would 
constitute interest when derived by such 
company. On the other hand, where a 
controlled foreign corporation is engaged 
in performing separate transactions, 
even though pursuant to the same con­
tract or arrangement, the income from 
each such transaction shall be separately 
classified. For example, j f  a controlled 
foreign corporation contracts to rent 
construction equipment and also to fur­
nish engineering services consisting of 
planning a construction project, the in­
come derived under such contract shall 
be treated as derived in part as rent and 
in part as income from the performance 
of services.
§ 1.954—2 Foreign p e rso n a l  holding 

company income.
(a) In  general. Foreign personal 

holding company income of a controlled 
foreign corporation shall consist of the 
items of gross income defined in accord-

ance with section 553 and § 1.553-1, re­
lating to foreign personal holding com­
pany income, except for the adjustment 
to rents provided in section 954(c) (2) 
and paragraph (b) of this section and 
the exclusions provided in section 954(c) 
(3) and (4), section 959(b), and para­
graphs (c) to (e ), inclusive, of this sec­
tion. However, no amount which would 
be considered a dividend under section 
553, solely by reason of the application 
of section 555(b), shall constitute foreign 
personal holding company income under 
section 954(c) and this section. See sec­
tion 954(c) (1). See also section 954(b) 
(5) and paragraph (c) of § 1.954-1 for 
deductions *to be taken into account in 
determining foreign base company in­
come. As used in this section and unless 
the context otherwise requires, the term 
“ rent” includes compensation paid for 
the use or possession of real or personal 
property; the term “ leasing” includes 
hiring; the term “ lease” includes a bail­
ment; and the term “lessor” includes a
bailor.

(b) Rents. For purposes of para­
graph (a) of this section, rents received 
by a controlled foreign corporation shall, 
except as provided in paragraphs (d) (1) 
and (e) (3) of this section, be included in 
foreign personal holding company in­
come of such corporation without re­
gard to whether or not such rents con­
stitute 50 percent or more of the gross 
income of such corporation.

(c) Dividends attributable to amounts 
previously included in gross income of 
United States shareholders. Foreign 
personal holding company income of a 
controlled foreign corporation does not 
include, with respect to a United States 
shareholder of such corporation, divi­
dends received by such corporation which 
are excluded under section 959(b) from 
t-’hA income of such corporation with re­
spect to such shareholder.

(d) Certain income received from 
unrelated persons in the active conduct 
o f a trade or business— (1) Rents ana 
royalties— (i) In  general. Foreign per­
sonal holding company income of $ con­
trolled foreign corporation does not 
include rents and royalties which are de­
rived in the active conduct of a trade 
or business and received from an unre­
lated person, as defined in paragraph
(e) (2) of § 1.954-1. See section 954 
(c ) (3 ) (A ).  Whether or not rents or 
royalties are derived in the active con­
duct of a trade or business is to be 
determined from the facts and circum­
stances of each case ; but see subdivisio
(ii) or (iii) of this subparagraph for
specific cases in which rents or royalties 
wifi be considered for purposes of tnis 
subparagraph to be derived in the active 
conduct of a trade or business. The fre­
quency with which a foreign corporation 
enters into transactions from which 
rents or royalties are derived will not 
itself establish the fact that su ch  rente 
or royalties are derived in the active 
conduct of a trade or business.

(ii) [Reserved]
(iii) [Reserved] .
(2) Dividends, interest, and dams on

securities, received in banking o ro  
financing business from unrelated per- 
6am 0 m  Tn n ie ra i Foreign personal
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holding company income o f a controlled 
foreign corporation does not include 
dividends, interest, or the excess of gains 
over losses from sales or exchanges of 
stock or securities, derived hi the con­
duct of a banking, financing, or similar 
business if such dividends or interest is 
received from, or if such Sales or ex­
changes are made to or with, unrelated 
persons, as defined in paragraph(e) (2) 
of § 1.954-1. See section 954(c) (3) (B ).

(ii) Meaning of banking or other 
financing business. A controlled foreign 
corporation will be considered to conduct 
a banking, financing, or similar business 
for purposes of this subparagraph if it is 
primarily engaged in the active conduct 
of a business consisting of one or more of 
the following activities:

(a) Receiving deposits of money from 
the public;

(b) Making loans to the public;
(c) Purchasing, or purchasing and 

discounting, accounts receivable, notes 
receivable, or installment contracts re­
ceivable; or

(d) Purchasing stock or debt obliga­
tions from the issuer or obligor (or from 
a person or persons controlling, con­
trolled by, or under common control with, 
such issuer or obligor) thereof for the 
purpose of distributing such stock or 
obligations through resale to the public..
A controlled foreign corporation will be 
considered to be primarily engaged in 
the conduct of a banking, financing, or 
similar business if for the taxable year 
it derives more than 50 percent (deter­
mined without regard to income de­
scribed in subdivision (iii) of this sub- 
paragraph) of its entire gross income 
for such year from business activities 
described in the preceding sentence. 
Although subjection to the banking and 
credit laws of a foreign country is sig­
nificant in determining the ̂ business 
which a controlled foreign corporation 
is authorized and intends to carry on, 
the character of the business actually 
done in the taxable year shall determine 
whether it is conducting a banking, 
financing, or similar business for pur­
poses of section 954(c)(3 )(B ). If, in 
addition to the conduct of a banking, 
financing, or similar business, a con­
trolled foreign corporation is engaged 
in other businesses, for example, the 
business of selling goods, wares, mer­
chandise, or commodities, or the pro­
duction or manufacture of articles, only 
those dividends, interest, and excess 
gams from sales or exchanges of stock 
tv, sfcurtties, derived in the conduct of 
the banking, financing, or similar busi­
ness shall be excluded from foreign per­
sonal holding company income of the 
controlled foreign corporation under
section 954(c) (3) (B ).

Incidental income. I f  shares of 
nrai« 0r securities are acquired as an 

and necessary incident to the 
cimnUCtu °f  a banking, financing, or 
SSr1̂.bmnness, as defined in subdivi-
divicwP •this subparagraph, the 
th. ̂ nd and interest income from, and 

xcess of gains over losses from sales
exchanges of, such stock or securities 
,be. considered to be derived in the 

°* a banking, financing, or 
unuar business for purposes of this

subparagraph but only so long as the 
retention of such property remains an 
ordinary and necessary incident to the 
conduct of such business. Thus, the 
acquisition of stock or a security, ac­
quired as a result of, or in order to pre­
vent, a loss in such business upon a loan 
contracted in the ordinary course of such 
business will be considered ordinary and 
necessary to the conduct of such busi­
ness, but dividends, interest, gain, or loss 
on such stock or security will be con­
sidered derived or incurred in the conduct 
of the banking, financing, or siinilar busi­
ness only so long as the holding of such 
stock or security remains an ordinary 
and necessary incident to the conduct of 
such business. Also, to the extent that 
the retention of cash (in excess of imme­
diate requirements because of seasonal 
fluctuations or similar occurrences) for 
a peak period of requirements is an 
ordinary and necessary incident to the 
conduct of a banking, financing, or 
similar business, interest from short-term 
securities in which such cash is invested 
will be treated as derived in the conduct 
of such business.

(iv) Income of foreign corporations 
owned by Edge Act -6r Agreement corpo­
rations— (a) In  general. Notwithstand­
ing subdivisions (ii) and (iii) of this sub- 
paragraph, dividends, interest, or the ex­
cess of gains over losses from sales or 
exchanges of stock or securities, derived 
by a controlled foreign corporation de­
scribed in (5) of this subdivision will be 
considered for purposes of this subpara­
graph to be derived in the conduct of a 
banking, financing, or similar business.

(b) Foreign corporations included. A 
controlled foreign corporation to which 
(a) of this subdivision applies is a con­
trolled foreign corporation of which more 
than 50 percent of the total combined 
voting power of all classes of stock en­
titled to vote is owned within the mean­
ing of section 958(a), or is considered as 
owned by applying the rules of ownership 
of section 958(b), by a domestic corpora­
tion which is either organized under sec­
tion 25(a) of the Federal Reserve Act 
(12 U.S.C. 611-631) or has an agreement 
or undertaking with the Board of Gover­
nors of the Federal Reserve System under 
section 25 of such Act (12 U.S.C. 601- 
604a), but only if—

(1) All of the stock (except qualifying 
shares) of the domestic corporation is 
owned by a national or State bank which 
is a member of the Federal Reserve Sys­
tem; and

(2) For each taxable year of such con­
trolled foreign corporation beginning 
after December 31, 1962, not more than 
20 percent of the gross income (deter­
mined before the application of para­
graph (d) of § 1.954-1) of such corpora­
tion consists of—

(i) Foreign personal holding company 
income, determined as provided in 
§ 1.954-2 but by excluding from such for­
eign personal holding company income 
dividends, interest, and the excess of 
gains over losses from sales or exchanges 
of stock or securities.

(ii) Foreign base company sales in­
come, as defined in § 1.954-3, and

(iii) Foreign base company services in­
come, as defined in § 1.954-4.

(3) Dividends, interest, and gains on 
securities, derived from investments by 
insurance companies and received from  
unrelated persons. Foreign personal 
holding company income of a controlled 
foreign corporation which is an insurance 
company does not include dividends or 
interest derived from, or the excess of 
gains over losses from sales or exchanges 
of stock or securities held as, investments 
of its unearned premiums or of its re­
serves which are ordinary and necessary 
for the proper conduct of its insurance 
business, if such dividends or interest is 
received from, or if such sales or ex­
changes are made to or with, unrelated 
persons, as defined in paragraph (e) (2) 
of § 1.954-1. See section 954 (c)(3 )(B ).
Although the name, charter powers, and 
subjection to the insurance laws of a 
foreign country are significant in deter­
mining the business which a controlled 
foreign corporation is authorized and 
intends to carry on, the character of the 
business actually done in the taxable 
year shall determine whether it is an 
insurance company for purposes of sec­
tion 954(c) (3) (B ), The term “un­
earned premium,”  as used in this sub- 
paragraph, means the amount whieh will 
cover the cost of carrying the insurance 
risk for the period for which the premium 
has been paid in advance. A reserve will 
be considered ordinary and necessary for 
the proper conduct of an insurance busi­
ness if, under the principles of paragraph 
(c) of § 1.953-4, such reserve would qual­
ify as a reserve required by law.

(e) Certain income received from re­
lated persons— (1) Dividends and in­
terest received from a related corpora­
tion organized under the laws of the same 
foreign country as the income recipient— 
(i) In  general. Foreign personal hold­
ing company income of a controlled for­
eign corporation does not include divi­
dends or interest received from a related 
foreign corporation, as defined in para­
graph (e)(1 )-(ii) of § 1.954-1, which (a) 
is created or organized under the laws 
of the same foreign country as that under 
the laws of which the controlled foreign 
corporation is created or organized and 
(b) for its taxable year has a substantial 
part of the assets, which are used in its 
trade or business, located in such same 
foreign country. See section 954(c) (4) 
(A ). Dividends shall be excluded from 
foreign personal holding company in­
come under this subparagraph only to 
the extent they are paid out of earnings 
and profits which are earned or accumu­
lated during a period in which the payer 
is a related foreign corporation as to the 
controlled foreign corporation and the 
requirements of both (a) and (b) of this 
subdivision are satisfied or, to the extent 
earned or accumulated during a taxable 
year of the related foreign corporation 
ending on or before December 31, 1962, 
during a period in which the payer is a 
related foreign corporation as to the con­
trolled foreign corporation and the re­
quirements of (a) and (b) of this sub­
division are substantially satisfied.

Whether a substantial part of the as­
sets used by a foreign''corporation in a 
trade or business will be considered to 
be located in the country under the laws 
of which such corporation is created or 
organized will depend on the facts and
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circumstances of each case. In  every 
case, however, a substantial part of the 
assets used by a foreign corporation in 
a trade or business will be considered to 
be located for the taxable year in the 
country under the laws of which it is 
created or organized if for each quarter 
during such taxable year the average 
value of its assets which are used in the 
trade or business and are located in such 
country constitute 80 percent or more of 
the average value of all its assets used 
in such trade or business. For such 
purpose the value at which bills receiv­
able, accounts receivable, notes receiva­
ble, and open accounts held by a foreign 
corporation using the cash receipts and 
disbursements method of accounting 
shall be taken into account is their actual 
value (not reduced by liabilities), which, 
in the absence of affirmative evidence to 
the contrary, shall be deemed to be 
their face value; and the value at 
which other assets shall be taken into 
account is their actual value (not re­
duced by liabilities), which, in the 
absence of affirmative evidence to the 
contrary, shall be deemed to be their 
adjusted basis.

(ii) Location of assets. For purposes 
of this subparagraph, property (other 
than stock in trade or other property of 
a kind which would properly be included 
in inventory of the foreign corporation 
if on hand at the close of the taxable 
year, or property held primarily for sale 
to customers in the ordinary course of 
the trade or business of the foreign cor­
poration) purchased for use in a trade or 
business and temporarily located outside 
the country under the laws of which the 
foreign corporation is created or organ­
ized will be considered located in such 
country while temporarily located out­
side such country if, but only if, such 
property is shipped to and received in 
such country promptly after such pur­
chase. Bills receivable, accounts receiv­
able, notes receivable, and open accounts 
shall be considered to be used in the 
trade or business and located in the 
country under the laws of which the 
foreign corporation is created or organ­
ized if, but only if—

(a) Such obligations arise out of the 
rental of property located in such coun­
try, the performance of services within 
such country, or the sale of property 
manufactured, produced, grown, or ex­
tracted in such country, but only to the 
extent that the aggregate amount of 
such obligations at any time during the 
taxable year of such corporation does not 
exceed an amount which is ordinary and 
necessary to carry on the business of 
both parties to the .transactions if such 
transactions are between unrelated per­
sons or, if such transactions are between 
related persons, an amount which would 
be ordinary and necessary to carry on 
the business of both parties to the trans­
actions if such transactions were between 
Unrelated persons; or

(b) In tiie case of bills receivable, ac­
counts receivable, notes receivable, and 
open accounts arising out of transactions 
other than those referred to in (a) of 
this subdivision—

(1) I f  the obligor is an individual, such 
individual is a resident of such country 
and no other country;

(2) I f  the obligor is a corporation 
which as to the foreign corporation is 
a related person, as defined in paragraph
(e) (1) of § 1.954-1, such obligor derives 
80 percent or more of its gross income, 
for the 3-year period ending with the 
close of its annual accounting period 
in which the obligation is incurred, or 
for such part of such 3-year period as 
such corporation has been in existence, 
whichever period is shorter, from sources 
within such country as determined under 
the provisions of sections 861 through 
864 and §§ 1.861-1 through 1.863-5, in 
the application of which the name of 
such country shall be substituted for 
“ the United States” ; or

(3) I f  the obligor is a corporation 
which as to the foreign corporation is 
an unrelated person, as defined in para­
graph (e )(2 ) of § 1.954-1, it is reason­
able, on the basis of ascertainable facts,' 
for the obligee to believe that the obligor 
meets, with respect to the period de­
scribed in (2) of this subdivision, the 
80-percent gross income requirement 
described therein.
Interests in real estate, such as, lease­
holds of land or improvements thereon, 
mortgages on real property (including 
interests in mortgages on leaseholds of 
land or improvements thereon), and 
mineral, oil, or gas interests shall be 
considered located in the country under 
the laws of which the foreign corpora­
tion is created or organized if, but only 
if, the underlying real estate is located 
in such country. Intangible property 
(other than that previously described 
in this subdivision) used in the trade 
or business of the foreign corporation 
shall be considered to be located in such 
country in the same ratio that the 
amount of the foreign corporation’s 
tangible property and property described 
in the two preceding sentences used in 
its trades or businesses and located or 
deemed located in such country bears to 
the total amount of its tangible property 
and property so described used in its 
trades or businesses.

(2) Interest received in banking or 
other financing business from a related 
person. Foreign personal holding com­
pany income of a controlled foreign cor­
poration does not include interest re­
ceived in the conduct of a banking, 
financing, or similar business if such 
interest is received from a related per­
son, as defined in paragraph (e) (1) of 
§ 1.954-1, if the related person is primar­
ily engaged in the conduct of a banking, 
financing, or similar business and if the 
businesses of the recipient and the payer 
are predominantly with unrelated per­
sons, as defined in paragraph (e) (2) of 
§ 1.954-1. See section 954(c)(4 )(B ). 
For purposes of this subparagraph, the 
businesses of the recipient and the payer 
of interest will be considered to be pre­
dominantly with unrelated persons for 
a taxable year if both the recipient and 
the payer each receive more than 70 
percent of their gross income for the 
taxable year from unrelated persons. 
Moreover, the payer of the interest will 
be considered to be primarily engaged 
in the conduct of a banking, financing, 
or similar business for a taxable year if 
such person receives more than 50 per­

cent of its gross income for the taxable 
year from such a business. Determina­
tions as to compliance with such 70- 
percent and 50-percent tests shall be 
made for the taxable year of the con­
trolled foreign corporation in which the 
interest is received and for the taxable 
year of the related person in which the 
interest is paid. The rules provided in 
paragraph (d) (2) of this section shall 
apply under this subparagraph for pur­
poses of determining whether a person 
is engaged in the conduct of a banking, 
financing, or similar business and 
whether interest is received in the 
conduct of such a business. The appli­
cation of this subparagraph may be illus­
trated by the following example:

Example. Controlled foreign corporation 
A is organized under the banking laws of 
foreign country X. Corporation A’s sole 
business activity consists of transactions 
with the public in which it receives deposits 
of money and makes loans. In the conduct 
of its banking business A Corporation re­
ceives in 1965 5 percent of its gross interest 
income from payments made in such year 
by foreign corporation B, a related person 
incorporated under the laws of foreign coun­
try Y. Both corporations A and B use the 
calendar year as the taxable year. For 1965, 
B Corporation is engaged in the conduct of a 
financing business and derives more than 
50 percent of its gross income from the con­
duct of such business. Corporations A and 
B each derive more than 70 percent of their 
gross income for 1965 from unrelated per­
sons. Interest Income of A Corporation 
received from B Corporation in 1965 is ex­
cluded from A Corporation’s foreign personal 
holding company income under section 
954 (c )(4 )(B ).

(3) Rents and royalties received from 
related persons for use of property in 
country of incorporation. Foreign per­
sonal holding company income of a con­
trolled foreign corporation does not in­
clude rents, royalties, and similar 
amounts received from a related person, 
as defined in paragraph (e)(1) of 
§ 1.954-1, for the use of, or for the 
privilege of using, property within the 
foreign country under the laws of which 
the controlled foreign corporation is 
created or organized. See section 954
(c) (4) (C ). I f  the property is used both 
within and without the country under 
the laws of which the controlled foreign 
corporation is created or organized, the 
part of the rent or royalty attributable 
to the use of, or the privilege of using, 
the property outside such country of in­
corporation is, unless otherwise provided, 
foreign personal holding company in­
come for purposes of section 954(c) (1)•
§ 1.954—3 Foreign base company sales 

income.
(a) Income included— (1) In  general. 

foreign base company sales income of a 
îontrolled foreign corporation shall, ex­
sept as provided in subparagraphs (2), 
:3), and (4) "of this paragraph, consist 
)f gross income (whether in the form oi 
irofits, commissions, fees, or otherwise) 
lerived in connection with (i) the pm> 
shase of personal property from a related 
Person and its sale to any person, (n) 
;he sale of personal property-to any per­
son on behalf of a related person, (in) 
;he purchase of personal property from 
my person and its sale to a related per-
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property from any person on behalf of a 
related person. See section 954(d)(1). 
This section shall apply to the purchase 
and/or sale of personal property, whether 
or not such property was purchased 
and/or sold in the ordinary course of 
trade or business, except that income de­
rived in connection with the sale of tan­
gible personal property will not be con­
sidered to be foreign base company sales 
income if such property is sold to an 
unrelated person, as defined in para­
graph (e) (2) of § 1.954-1, after substan­
tial use has been made of the property 
by the controlled foreign corporation in 
its trade or business. This section shall 
not apply to the excess of gains over 
losses from sales or exchanges of securi­
ties or from futures transactions, to the 
extent such excess gains are includible in 
foreign personal holding company in­
come of the controlled foreign corpora­
tion under § 1.954-2; nor shall it apply 
to the sale of the controlled foreign 
corporation’s property (other than its 
stock in trade or other property of a kind 
which would properly be included in its 
inventory if on hand at the close of the 
taxable year, or property held primarily 
for sale to customers in the ordinary 
course of its trade or business) if sub­
stantially all the property of such corpo­
ration is sold pursuant to the discon­
tinuation of the trade or business pre­
viously carried on by such corporation. 
The term “any person” as used in this 
subparagraph includes a related person, 
as defined in paragraph’ (e )(1 ) of 
§ 1.954-1. The application of this sub- 
paragraph may be illustrated by the fol­
lowing examples:

Example (1) . Controlled foreign corpora­
tion A, incorporated under the laws of for­
eign country X, is a wholly owned subsidiary 
of domestic corporation M. Corporation A 
purchases from M Corporation, a related 
person, articles manufactured in the United 
States and sells the articles in the form in
which purchased to P, not a related person, 
for delivery and use in foreign country Y, 
GrosS income of A Corporation derived from 
the purchase and sale of the personal prop­
erty is foreign base company sales income.

Example (2). Corporation A in example 
(1) also purchases from P, not a related per­
son, articles manufactured in country Y  and 
sells the articles in the form in which pur­
chased to foreign corporation B, a related 
person, for use in foreign country Z. Gross 
income of A Corporation derived from the 
purchase and sale of the personal property is 
foreign base company sales income.

Example (3 ). Controlled foreign corpora­
tion C, incorporated under the laws of foreign 
country X, is a wholly owned subsidiary of 
domestic corporation N. By contract, N Cor­
poration agrees to pay C Corporation, a 
related person, a commission equal to 6 per­
cent of the gross selling price of all personal 
property shipped by N Corporation as the 
result of orders solicited by C Corporation in 
oreign countries Y  and Z. In fulfillment of 
cn orders, N Corporation ships products 

manufactured by it in the United States, 
corporation c does not assume title to the 

sol(f- Gross commissions received 
0rP°rati°n from N Corporation in con- 

, i°n fhe sale of such property for
hnc n coun r̂les ^  and Z constitute foreign 
base company sales income.

• Controlled foreign corpora- 
p1„_ incorporated under the laws of for- 
nf a 0Untry Is a wholly owned subsidiary 

domestic corporation R. In  1964, D Cor­

poration acquires a United States manufac­
tured lathe from R Corporation. In  1972, 
after having made substantial use of the 
lathe in its manufacturing business, D Cor­
poration sells the lathe to an unrelated per­
son for use in foreign country Z. Gross in­
come from the sale of the lathe is not foreign 
base company sales income since it is sold to 
an unrelated person after substantial use has 
been made of it by D Corporation in its busi- 

. ness.
Example (5 ). Controlled foreign corpora­

tion E, incorporated under the laws of foreign 
country Y, is a wholly owned subsidiary of 
domestic corporation P. Corporation E pur­
chases from P Corporation articles manufac­
tured by P Corporation outside of country Y  
and sells the articles to P  Corporation, an 
unrelated person, for use in foreign country 
Z. Corporation E finances the purchase of 
the articles by F Corporation by agreeing to 
accept payment over an extended period of 
time and receives not only the purchase price 
but also interest and service fees. All gross 
income of E Corporation derived in connec­
tion with the purchase and sale of the per­
sonal property, including interest and service 
fees derived from financing the sale to P 
Corporation, constitutes foreign base com­
pany sales income.

(2) Property manufactured, produced, 
constructed, grovm, or extracted within 
the country in which the controlled for­
eign corporation is created or organized. 
Foreign base company sales income does 
not include income derived in connection 
with the purchase and sale of personal 
property (or purchase or sale of personal 
property on behalf of a related person) 
in s, transaction described in subpara­
graph (1) of this paragraph if the prop­
erty is manufactured, produced, con­
structed, grown, or extracted in the 
country under the laws of which the con­
trolled foreign corporation which pur­
chases and sells the property (or acts 
on behalf of a related person) is created 
or organized. See section 954 (d )(1 )(A ).  
The principles set forth in subparagraph
(4) of this paragraph with respect to the 
manufacture, production, or construc­
tion of personal property shall apply 
under this subparagraph in determining 
what constitutes manufacture, produc­
tion, or construction of property. The 
application of this subparagraph may be 
illustrated by the following examples:

Example ( I ) .  Controlled foreign corpora­
tion A, Incorporated under the laws of for­
eign country X, is a wholly owned subsidiary 
of domestic corporation M. Corporation A 
purchases coffee beans grown in country X  
from foreign corporation P, a related person, 
and sells the beans to M Corporation, a re­
lated person, for use in the United States. 
Income from the purchase and sale of. the 
coffee beans by A Corporation is not foreign 
base company sales income since the beans 
were grown in country X.

Example (2 ). Controlled foreign corpora­
tion B, incorporated under the laws of for­
eign country X, is a wholly owned subsidiary 
o f controlled foreign corporation C, also in­
corporated under the laws of country X. 
Corporation B purchases and imports into 
country X rough diamonds mined in foreign 
country Y; in country X  it cuts, polishes, and 
shapes the diamonds in a process which 
constitutes manufacturing within the mean­
ing of subparagraph (4) of this paragraph. 
Corporation B sells the finished diamonds 
to C Corporation, a related person, which 
in turns sells them for use in foreign coun­
try Z. Since for purposes of this subpara­
graph the finished diamonds are manufac­
tured in country X, gross income derived by

C Corporation from their sale is not foreign 
base company sales income.

(3) Property sold for use, consump­
tion, or disposition within the country in 
which the controlled foreign corporation 
is created or Organized— (i) In  general. 
Foreign base company sales income does 
not include income derived in connection 
with the purchase and sale of personal 
property (or purchase or sale of personal 
property bn behalf of a related person) 
in a transaction described in subpara­
graph (1) of this paragraph, (a) if the 
property is sold for use, consumption, or 
disposition in the country under the laws 
of which the controlled foreign corpora­
tion which purchases and sells the prop­
erty (or sells on behalf of a related 
person) is created or organized or (b), 
where the property is purchased by the 
controlled foreign corporation on behalf 
of a related person, if such property is 
purchased for use, consumption, or dis­
position in the country under the laws 
of which such controlled foreign cor­
poration is created or organized. See 
section 954(d) (1) (B ).

(ii) Rules for determining country of 
use, consumption, or disposition. As a 
general rule, personal property which is 
sold to an unrelated person will be pre­
sumed for purposes of this subparagraph 
to have been sold for use, consumption, 
or disposition in the country of destina­
tion of the property sold; for such pur­
pose, the occurrence in a country of a 
temporary interruption in shipment of 
goods shall not constitute such country 
the country of destination. However, if 
at the time of a sale of personal property 
to an unrelated person the controlled 
foreign corporation knew, or should have 
known from the facts and circumstances 
surrounding the transaction, that the 
property probably would not be used, 
consumed, or disposed of in the country 
of destination, the controlled foreign cor­
poration must determine the country of 
ultimate use, consumption, or disposition 
of the property or the property will be 
presumed to have been used, consumed, 
or disposed of outside the country under 
the laws of which the controlled foreign 
corporation is created or organized. A 
controlled foreign corporation which sells 
personal property to a related person is 
presumed to sell such property for use, 
consumption, or disposition outside the 
country under the laws of which the 
controlled foreign corporation is created 
or organized unless such corporation 
establishes the use made of the property 
by the related person; once it has estab­
lished that the related person has dis­
posed of the property, the rules in the 
two preceding sentences relating to sales 
by a controlled foreign corporation to 
an unrelated person will apply at the 
first stage in the chain of distribution at 
which a sale is made by a related person 
to an unrelated person. Notwithstand­
ing the preceding provisions of this sub­
division, a controlled foreign corporation 
which sells personal property to any 
person all of whose business except for 
an insubstantial part consists of selling 
from inventory to retail customers at 
retail outlets all within one country may 
assume at the time of such sale to such 
person that such property will be used,
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consumed, or disposed of within such 
country.

(iii) Fungible goods. For purposes of 
this subparagraph, a controlled foreign 
corporation which sells to a purchaser 
personal property which because of its 
fungible nature cannot reasonably be 
specifically traced to other purchasers 
and to the countries of ultimate use, con­
sumption, or disposition shall, unless 
such corporation establishes a different 
disposition as being proper, treat such 
property as being sold, for ultimate use, 
consumption, or disposition in those 
countries, and to those other purchasers, 
in the same proportions in which prop­
erty from the fungible mass of the first 
purchaser is sold in, the regular course of 
business by such first purchaser. No 
apportionment need be made, however, 
on the basis of sporadic sales by-the first 
purchaser. This subdivision shall apply 
only in a case where the controlled for­
eign corporation knew, or should have 
known from the facts and circumstances 
surrounding the transaction, the manner 
in which the first purchaser disposes of 
goods from the fungible mass.

(iv) Illustrations. The application of 
this subparagraph may be illustrated by 
the following examples:

Example (1 ). Controlled foreign corpora­
tion A, incorporated under the laws of for­
eign country X, and controlled foreign cor­
porations B, incorporated under the laws of 
foreign country Y, are related persons. Cor­
poration A purchases from B Corporation 
electric transformers produced by B Corpora­
tion in country Y  ahd sells the transformers 
to D Corporation, an unrelated person, for 
installation in a factory building being con­
structed in country X. Since the personal 
property purchased and sold by A Corpora-» 
tion is to be used within the country in 
which A Corporation is incorporated, income 
of A Corporation derived from the purchase 
and sale of the electric transformers is not 
foreign base company sales income.

Example (2) .  Controlled foreign corpora- 
ton C, incorporated under the laws of foreign 
country X, is a wholly owned subsidiary of 
domestic corporation N. Corporation C pur­
chases from N Corporation sewing machines 
manufactured in the United States by N 
Corporation and sells the sewing machines 
to retail department stores, unrelated per­
sons, located in foreign country X. The en­
tire activities o f the department stores to 
which C Corporation sells the machines 
consist of selling goods from inventory to 
retail customers at retail outlets in country 
X. Under these circumstances, at the time 
of sale C Corporation may assumue the sew­
ing machines will be used, consumed, or dis­
posed o f in country X, and ho attempt need 
be made by C Corporation to determine where 
the sewing machines will ultimately be used 
by the customers of the retail department 
stores. Gross income of C Corporation de­
rived from the sales to  the department stores 
located in country X  is not foreign base com­
pany sales income.

Example (3 ). Controlled foreign corpora­
tion D, incorporated under the laws of for­
eign country Y, and controlled foreign cor­
poration E, incorporated under the laws of 
foreign country X, are related persons. Cor­
poration D purchases from E Corporation 
sulphur extracted by E Corporation from 
deposits located in country X. Corporation 
D sells the sulphur to F Corporation, an un­
related person, for delivery to F Corporation’s 
storage facilities located in country Y. At 
the time of the sale of the sulphur from D 
Corporation to F Corporation, D Corporation 
knows that F Corporation is actively engaged

in the business of selling a large amount of 
sulphur in country Y  but also that F Cor­
poration sells, in the normal course of its 
business, 25 percent of its sulphur for u lti­
mate consumption in foreign country Z. 
However, D Corporation has no knowledge 
at the time of sale whether any portion of 
the particular shipment it sells to F Corpora- 
sion will be resold by F Corporation for ulti­
mate use, consumption, or disposition outside 
country Y. Moreover, delivery of the sul­
phur tp F Corporation’s storage facilities con­
stitutes more than a temporary interruption 
in the shipment of the sulphur. Under such 
circumstances, D Corporation may, but is not 
required to, trace the ultimate disposition 
by F Corporation of the personal property 
sold to F Corporation; however, if D Corpora­
tion does not trace the ultimate disposition 
and if it does not establish a different dis­
position as being proper, 25 percent of the 
sulphur sold by D Corporation to F Corpora­
tion will be treated as being sold for con­
sumption in country Z and 25 percent of the 
gross income from the sale of sulphur by D 
Corporation to F Corporation will be treated 
as foreign base company sales income.

Example (4 ). Controlled foreign corpora­
tion G, incorporated under the laws of for­
eign country X, is a wholly owned subsidiary 
of domestic corporation P. Corporation G 
purchases from P Corporation toys manufac^- 
tured in the United States by P Corporation 
and sells the toys to R, an unrelated per­
son, for delivery to a duty-free port in coun­
try X. Instructions for the assembly and 
operation of the toys are printed in a lan­
guage which is not commonly used in coun­
try X: From the facts and circumstances 
surrounding the sales to R, G Corporation 
knows, or should know, that the toys will 
probably not be used, consumed, or dis­
posed of within country X. Therefore, unless 
G Corporation determines the use to be made 
of the toys by R, such property will be pre­
sumed to have been sold by R for use, con­
sumption, or disposition outside of coun­
try X, and the entire gross income of G 
Corporation derived from the sales will be 
considered foreign base company sales in­
come.

(4) Property manufactured or pro­
duced by the controlled foreign corpora­
tion— (i) In  general. Foreign base com­
pany sales income does not include in­
come of a controlled foreign corpora­
tion derived in connection with the sale 
of personal property manufactured, pro­
duced, or constructed by such corpora­
tion in whole or in part from personal 
property which it has purchased. A for­
eign corporation will be considered, for 
purposes of this subparagraph, to have 
manufactured, produced, or constructed 
personal property which it sells if the 
property sold is in effect not the prop­
erty which it purchased. In the case of 
the manufacture, production, or con­
struction of personal property, the prop­
erty sold will be considered, for purposes 
of this subparagraph, as not being the 
property which is purchased if the pro­
visions of subdivision (ii) or (iii) of this 
subparagraph are satisfied. For rules of 
apportionment in determining foreign 
base company sales income derived from 
the sale of personal property purchased 
and used as a component part of prop­
erty which is not manufactured, pro­
duced, or constructed, see subparagraph 
( 5 ) of this paragraph.

(ii) Substantial transformation of 
property: I f  purchased personal prop­
erty is substantially transformed prior 
to sale, the property sold will be treated 
as having been manufactured, produced,

or constructed by the selling corporation. 
The application of this subdivision may 
be illustrated by the following examples:

Example ( I ) .  Controlled foreign corpo­
ration A, incorporated under the laws of for­
eign country X, operates a paper factory 
in foreign country Y. Corporation A pur­
chases from a related person wood pulp 
gfown in country Y. Corporation A, by a 
series o f processes, converts the wood pulp 
to paper which it  sells for use in foreign 
country Z. The transformation of wood pulp 
to paper constitutes the manufacture or 
production of property for purposes of this 
subparagraph.

Example (2 ). Controlled foreign corpo­
ration B, incorporated under the laws of for­
eign country X, purchases steel rods from a 
related person which produces the steel in 
foreign country Y. Corporation B operates 
a machining plant in country X  in which it 
utilizes thè purchased steel rods to make 
screws and bolts. The transformation of 
steel rods to screws and bolts constitutes the 
manufacture or production of property for 
purposes of this subparagraph.

Example (3 ). Controlled foreign corpo­
ration C, incorporated under the laws of 
foreign country X, purchases tuna fish from 
unrelated persons who own fishing boats 
which catch such fish on the high seas. 
Corporation C receives such fish in country 
X  in the condition in which taken from the 
fishing boats and in such country processes, 
cans, and sells the fish to related person 
D, incorporated under the laws of foreign 
country Y, for consumption in foreign coun­
try Z. The transformation of such fish into 
canned fish constitutes the manufacture or 
production of property for purposes of this 
subparagraph.

(iii) Manufacture of a product when 
purchased components constitute part 
of the property sold. I f  purchased 
property is used as a component part 
of personal property which is sold, the 
sale of the property will be treated as 
the sale of a manufactured product, 
rather than the sale of component parts, 
if  the operations conducted by the sell­
ing corporation in connection with the 
property purchased and sold are sub­
stantial in nature and are generally 
considered to constitute the manufac­
ture, production, or construction of 
property. Without limiting this sub­
stantive test, which is dependent on the 
facts and circumstances of each case, the 
operations of the selling corporation in 
connection with the use of the purchased 
property as a component part of the per­
sonal property which is sold will be con­
sidered to constitute the manufacture of 
a product if in connection with such 
property conversion costs (direct labor 
and factory burden) of such corporation 
account for 20 percent or more of the 
total cost of goods sold. In no event, 
however, will packaging, repackaging, 
labeling, or minor assembly operations 
constitute the manufacture, production, 
or construction of property for purposes 
of section 954(d)(1). The application 
of this subdivision may be illustrated by 
the following examples:

Example (1) .  Controlled foreign corpora­
tion A, incorporated under the laws of fore gn 
country X, sells industrial engines for us  ̂
consumption, and disposition outside c0^  
try X. Corporation A, in connection witn 
the assembly of such engines, performs 
machining and assembly operations, 
addition, A Corporation purchases, from re­
lated and unrelated persons, compone 
manufactured in foreign country Y. 9
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per unit basis, A Corporation’s selling price 
and costs of such engines are as follows:

Selling price.---------- ---- -------------—  WOO

Cost of goods sold:
Material—

Acquired from re la te d
persons_______________$100

Acquired from others—  40

Total material----------------$140
Conversion costs (direct labor 

and factory burden) — — 70

Total cost of goods sold------------ 210

Gross profit------------- -------—,—  ------- 190
Administrative and selllng expenses... 50

Taxable income. 140

The conversion costs incurred by A Cor­
poration are more than 20 percent of total 
costs of goods sold ($70/$210 or 33 percent). 
Although the product sold, an engine, is not 
sufficiently distinguishable from the compo­
nents to constitute a substantial transforma­
tion of the purchased parts within the mean­
ing of subdivision (ii) of this subparagraph, 
A Corporation will be considered under this 
subdivision to have manufactured the prod­
uct it sells.

Example (2). Controlled foreign corpora­
tion B, incorporated under the laws of for­
eign country X, operates an automobile 
assembly plant. In connection with such 
activity, B Corporation purchases from re­
lated persons assembled engines, transmis­
sions, and certain other components, all of 
which are manufactured outside of country 
X; purchases additional components from 
unrelated persons; conducts stamping, ma­
chining, and subassembly operations; and 
has a substantial investment in tools, jigs, 
welding equipment, and other machinery 
and equipment used in the assembly of an 
automobile. On a per unit basis, B Corpora­
tion’s selling price and costs of such auto­
mobiles are as follows:
Selling price------______ ____________ $2,500

Cost of goods sold:
Material—

Acquired from re­
lated persons._$1,200

Acquired from
others.._______ 275

Total m aterial_______$ l, 475
Conversion costs (direct la ­

bor and factory burden) _ 325

Total cost of goods sold.»____ 1,800

Gross p ro fit..__________ __________ 700
Administrative and selllng expenses. 300

Taxable incom e____________  400

^ L ? ro?uct sold’ 811 automobile, is not su 
y distinguishable from the componei 

(the enSine, transmission, etc.) 
a substantial transformation 

d i v ^ n ? ^  the meaning of su
convproL U) ° f  this subparagraph. Althou 
than 9n°n costs of B Corporation are li 
î*MK/.°,£ercwit of to ta l'cost of goods sc 
2 n d u ^ 00K ° V 8 ï * * * * t ) ,  the operatic 
with by B CorPora,tion in connect! 
substnrvH f * operty purchased and sold i 
sidered In I*fture and are generally co 
Product*0 ®onstitute the manufacture of 
under this _ °^^ ration B wil1 be consider
the product ï t  seiiïi0n *° haV* manufactui

ration” in3 Controlled foreign corp 
foreign <Î:o,înt^rp^ ’ated under the laws 
persons J  3  Purchases from relat
countrv V Part® manufactured in foreii 
packages " c^ * î^ 0ratIon 0  designs radio ki 

B component parts required 1
No. 96___ 4 '

assembly of such kits, and sells the parts In a 
knocked-down condition to unrelated persons 
for use outside country X. These packaging 
operations of C Corporation do not consti­
tute the manufacture, production, or con­
struction of personal property for purposes of 
section 954(d) (1 ).

(5) Rules for apportionment of in­
come derived from the sale of purchased 
components used in property not manu­
factured, produced, or constructed. The 
foreign base company sales income de­
rived by a controlled foreign corporation 
for the taxable year from sales of per­
sonal property purchased and used as 
a component part of property which is 
not manufactured, produced, or con­
structed by such corporation within the 
meaning of subparagraph (4) of this 
paragraph shall, unless the records of the 
controlled foreign corporation show that 
a different apportionment of income is 
proper or unless all the income from 
such sales is treated as foreign base 
company sales income, be determined by 
first making for such year the following 
separate classifications and subclassifica­
tions with respect to the property which 
is sold and then by apportioning the 
income for such year from such sales in 
accordance with the rules of this sub- 
paragraph :

(i) A classification of the cost of com­
ponents used in the property which is 
sold into two classes consisting of the cost 
of components manufactured, produced, 
constructed, grown, or extracted—

(a) Within the country under the laws 
of which the controlled foreign corpora­
tion is created or organized, and

(b) Outside such country;
(ii) A subclassification of the class de­

scribed in subdivision (i) (5) of this 
subparagraph into—

(a) The cost of such components pur­
chased from unrelated persons, and

(b) The cost of such components pur­
chased from related persons;

(iii) A classification of the income de­
rived from such sales into two classes 
consisting of income derived from sales 
for use, consumption, or disposition—

(a) Within the country under the 
laws of which the controlled foreign 
corporation is created or organized, and

(b) Outside such country; and
(iv) A subclassification of the class 

described in subdivision (iii) (b) of this 
subparagraph into income from—

(a) Sales to unrelated persons, and
(b) Sales to related persons. The for­

eign base company sales income for the 
taxable year from purchases of the prop­
erty from re. a ted persons and sales to 
unrelated persons shall be the amount 
which bears to the amount described in 
subdivision (iv) (a) of this subparagraph 
the same ratio that the amount described 
in subdivision (ii) (b) of this subpara­
graph bears to the total cost of compo­
nents used in the product which is sold. 
The foreign base company sales income 
for the taxable year from purchases of 
the property from related persons and 
sales to related persons is the amount 
which bears to the amount described in 
subdivision (iv) (b) of this subparagraph 
the same ratio that the amount described 
in subdivision (ii)' (b) of this subpara­
graph bears to the total cost of compo­
nents used in the product which is sold.

The foreign base company sales income 
for the taxable year from purchases of 
thé property from unrelated persons and 
sales to related persons is the amount 
which bears to the amount described in 
subdivision (iv) (b) of this subparagraph 
the sajne ratio that the amount described 
in subdivision (ii) (a) of this subpara­
graph bears to the total cost of compo­
nents used in the product which is sold. 
The application of this subparagraph 
may be illustrated by the following ex­
amples;

Example (1 ). Controlled foreign corpora­
tion C, which is incorporated under the laws 
of foreign country X, uses the calendar year 
as the taxable year. For 1964, C Corporation 
purchases radio parts of which some are man­
ufactured in foreign country Y; and others, 
in country X. Some of the parts manufac­
tured in country Y  are purchased from re­
lated persons. Corporation C uses the pur­
chased parts in radio kits which it  designs 
and sells for assembly by its customers, un­
related persons, some of whom use the kits 
outside country X. Unless the records of C 
Corporation show that a different apportion­
ment of income is proper, the foreign base 
company sales income for 1964 is determined 
in the following manner upon the basis of 
the following factual classifications for such 
year:
Cost of components purchased from all 

persons :
Manufactured within country X____ $20
Manufactured outside country X_.__  40

Total cost__ ________________ ____ 60

Cost of components manufactured out­
side country X :

Purchased from unrelated persons___ 10
Purchased from related persons_____ 30

Total cost_______________________  - 40

Gross income from sales:
Gross receipts from sales_____________ 120

Cost of goods sold:
Components__________ _______ $60
Direct labor and factory bur-

d en— ____ ______________  10 70

Gross income____________________  50

Gross income from sales:
For use within country X ___________  26
For use outside country X ___________  24

Gross income________ ____________ 50

Foreign base company sales Income 
from purchases from related per­
sons and sales to unrelated persons 
($24x$30/$60) ________________ ._____  12

Example (2) .  The facts are the same as 
in example (1) except that none of the pur­
chases are from related persons and some of 
the sales for use outside country X  are to 
related persons. Unless the records of C 
Corporation show that a different apportion­
ment of income is proper, the foreign base 
company sales income for 1964 is determined 
in the following manner upon the basis of 
the following additional factual classification 
for such year:
Gross Income from sales for use- outside

country X—
To unrelated persons_______________  $8
To related persons.    _____________ i6

Total gross Income  ________  24

Foreign base company sales income 
from purchases from unrelated per­
sons and sales to related persons 
($16 x $40/$60)_____________________ 10.67



6396 RULES AND REGULATIONS
Example (3) .  The facts are the same as in 

example (1) except that some o f the sales 
for use outside country X  are to related par­
sons as in example (2 ). Unless the records 
of C Corporation show that a different ap­
portionment of income is proper, the foreign 
base company sales income for 1964 is deter­
mined in the following manner:
Foreign base company sales income 

from purchases from related parsons 
and sales to unrelated persons
($8 x $30/$60)_____________________ $4.00

Foreign base company sales income 
from purchases from related per­
sons and sales to related persons
($16 x $30/$60)__________________ —  8.00

Foreign base company sales income 
from purchases from unrelated per­
sons and sales to related persons 
($16 x $10/$60)-------------------------- 2.67

Total foreign base company sales 
income_______________ _— ------ 14.67

(b) Branches of controlled foreign 
corporation treated as separate corpora­
tions— (1) General rules for determining 
when to apply separate treatment— (i) 
Sales or purchase branch— (a) In  gen­
eral. I f  a controlled foreign corpora­
tion carries on purchasing or selling ac­
tivities by or through a branch or similar 
establishment located outside the country 
under the laws of which such corpora­
tion is created or organized and the use 
of the branch or similar establishment 
for such activities has substantially the 
same tax effect as if the branch or sim­
ilar establishment were a wholly owned 
subsidiary corporation of such controlled 
foreign corporation, the branch or simi­
lar establishment and the remainder of 
the controlled foreign corporation will be 
treated as separate corporations for pur­
poses of determining foreign base com­
pany sales income of such corporation. 
See section 954(d) (2).

(b) Allocation of income and com­
parison of effective rates of tax. The 
determination as to whether such use 
of the branch or similar establishment 
has the same tax effect as if it were a 
wholly owned subsidiary corporation of 
the controlled foreign corporation shall 
be made by allocating to such branch or 
similar establishment only that income 
derived by the branch or establishment 
which, when the special rules of sub- 
paragraph (2) (i) of this paragraph are 
applied, is described in paragraph (a) 
of this section (but determined without 
applying subparagraphs (2 ), (3), and (4) 
of such paragraph). The use of the 
branch or similar establishment for such, 
activities will be considered to have sub­
stantially the same tax effect as i f  it 
were a wholly owned subsidiary corpo­
ration of the controlled foreign corpo­
ration if the income allocated to the 
branch or similar establishment under 
the immediately preceding sentence is, 
by statute, treaty obligation, or other­
wise, taxed in the year when earned at 
an effective rate of tax that is less than 
90 percent of, and at least 5 percentage 
points less than, the effective rate of tax 
which would apply to such income under 
the laws of the country in which the 
controlled foreign corporation is created 
or organized, if, under the laws of such 
country, the entire income of the con­
trolled foreign corporation were con­
sidered derived by the corporation from

sources within such country from, doing 
business through a permanent establish­
ment therein, received in such country, 
and allocable to such permanent estab­
lishment, and the corporation were 
managed and controlled in such country.

(c) Use of more than one branch. I f  
a controlled foreign corporation carries 
on purchasing or selling activities by or 
through more than one branch or similar 
establishment located outside the coun­
try under the laws of which such corpo­
ration is created or organized, or by or 
through one or more such branches or 
similar establishments in a case where 
subdivision (ii) of this subparagraph also 
applies, then (b) of this subdivision shall' 
be applied separately to the income de­
rived by each such branch or similar es­
tablishment (by treating such purchas­
ing or selling branch or similar estab­
lishment as if it were the only branph or 
similar establishment of the controlled 
foreign corporation and as if any such 
other branches or similar establishments 
were separate corporations) in determin­
ing whether the use of such branch or 
similar establishment has substantially 
the same tax effect as if such branch 
or similar establishment were a wholly 
owned subsidiary corporation of the con­
trolled foreign corporation.

(ii) Manufacturing branch— (a) In  
general. I f  a controlled foreign corpo­
ration carries on manufacturing, pro­
ducing, constructing, growing, or ex­
tracting activities by or through a branch 
or sim ilar establishment located outside 
the country under the laws of which such 
corporation is created or organized and 
the use of the branch or similar estab­
lishment for such activities with respect 
to personal property purchased or sold 
by or through the remainder of the con­
trolled foreign corporation has substan­
tially the same tax effect as if the branch 
S)r similar establishment were a wholly 
owned subsidiary corporation of such 
controlled foreign corporation, the 
branch or similar establishment and the 
remainder of the controlled foreign cor­
poration will be treated as separate cor­
porations for purposes of determining 
foreign base company sales income of 
such corporation. See section 954(d) (2).

(b) Allocation of income and compari­
son of effective rates of tax. The de­
termination as to whether such use of 
the branch or similar establishment has 
substantially the same tax effect as if 
the branch or similar establishment were 
a wholly owned subsidiary corporation 
of the controlled foreign corporation 
shall be made by allocating to the 
remainder of such controlled foreign 
corporation only that income derived by 
the remainder of such corporation, 
which, when the special rules of subpara­
graph (2) (i) of this paragraph are ap­
plied, is described in paragraph (a) of 
[this section (but determined without 
applying subparagraphs (2), (3), and
(4) of such paragraph). The use of 
the branch or similar establishment for 
such activities will be considered to have 
substantially the same tax effect as if  it 
were a wholly owned subsidiary corpora­
tion of the controlled foreign corpora­
tion if income allocated to the remainder

of the controlled foreign corporation 
under the immediately preceding sen­
tence is, by statute, treaty obligation, 
or otherwise, taxed in the year when 
earned at an effective rate of tax that 
is less than 90 percent of, and at least 
5 percentage points less than, the effec­
tive rate of tax which would apply to 
such income under the laws of the coun­
try in which the branch or similar estab­
lishment is located, if, under the laws 
of such country, the entire income of the 
controlled foreign corporation were con­
sidered derived by such corporation from 
sources within such country from doing 
business through a permanent estab­
lishment therein, received in such coun­
try, and allocable to such permanent 
establishment, and the corporation were 
created or organized under the laws of, 
and managed and controlled in, such 
country.

(c) Use of one or more sales or pur­
chase branches in addition to a manu­
facturing branch. If, with respect to 
personal property manufactured, pro­
duced, constructed, grown, or extracted 
by or through a branch or similar estab­
lishment located outside the country 
under the laws of which the controlled 
foreign corporation is created or orga­
nized, purchasing or selling activities are 
carried on by or through more than one 
branch or similar establishment, or by 
or through one or more branches or 
similar establishments located outside 
such country, of such corporation, then 
(b ) of this subdivision shall be applied 
separately to the income derived by each 
such purchasing or selling branch or 
similar establishment (by treating such 
purchasing or selling branch or similar 
establishment as though it alone were 
the remainder of the controlled foreign 
corporation) for purposes of determin­
ing whether the use of such manufac­
turing, producing, constructing, grow­
ing, or extracting branch or similar 
establishment has substantially the 
same tax effect as if such branch or sim­
ilar establishment were a Wholly owned 
subsidiary corporation of the controlled 
foreign corporation.

(2) Special rules— (i) Determination 
of treatment as a wholly owned subsid­
iary corporation. For purposes of de­
termining under this paragraph whether 
the use of a branch or similar establish­
ment which is treated as a separate cor­
poration has substantially the same tax 
effect as if the branch or similar estab­
lishment were a wholly owned subsidiary 
corporation of a controlled foreign cor­
poration—

(a) Treatment as separate corpora­
tions. The branch or similar establish­
ment will be treated as a wholly owned 
subsidiary corporation of the contraile 
foreign corporation, and such brancn or 
similar establishment will be deemed 
be incorporated in the country in w
it is located. , j

(b) Activities treated as perforrnea 
on behalf of remainder of corporation. 
With respect to purchasing or selling 
activities performed by or through to. 
branch or similar establishment, s 
purchasing or selling activities( I )  With respect to personal propeuy

- manufactured, produced, constru
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grown, or extracted by the controlled 
foreign corporation, or

(2) With respect to personal property 
(other than property described in ( I )  
of this subdivision (b) ) purchased or 
sold, or purchased and sold, by the con­
trolled foreign corporation,
be treated as performed on behalf-of the 
controlled foreign corporation.

(c) Activities treated as performed on 
behalf of branch. With respect to man­
ufacturing, producing, constructing, 
growing, or extracting activities per­
formed by or through the branch or 
similar establishment, purchasing or 
selling activities performed by or through 
the remainder of the controlled foreign 
corporation with respect to the personal 
property manufactured, produced, con­
struct«!, grown, or extracted by or 
through the branch or similar establish­
ment shall be treated as performed on 
behalf of the branch or Similar estab­
lishment.

(d) Determination ' of hypothetical 
tax. To the extent applicable, the prin­
ciples of paragraph (b )(3 )(iv ) of 
§ 1.954-1 shall be used in determining, 
under subdivision (i) of subparagraph
(1) of this paragraph, the effective rate 
of tax which would apply to the income 
of the branch or similar establishment 
under the laws of the country in which 
the controlled foreign corporation is cre­
ated or organized, or in determining, 
under subdivision (ii) of such subpara­
graph, the effective rate of tax which 
would apply to the income of the branch 
or similar establishment under the laws 
of the country in which the manufactur­
ing, producing, constructing, growing, or 
extracting branch or similar establish­
ment is located.

(e) Tax laws to be taken into ac­
count. r Tax determinations shall be 
made by taking into account only the 
income, war profits, excess profits, or 
similar tax laws (or the absence of such 
laws) of the countries involved.

(ii) Determination of foreign base 
company sales income. Once it has been 
determined under subparagraph (1) of 
this paragraph that a branch' or similar 
establishment and the remainder of the 
controlled foreign corporation are to be 
treated as separate corporations, the 
determination of whether such branch 
or similar establishment, or the remain­
der of the controlled foreign corporation, 
as the case may be, has foreign base 
company sales income shall be made by 
applying the following rules:

(a) Treatment as separate corpora­
tions. The branch or similar establish­
ment will be treated as a wholly owned 
subsidiary corporation of the controlled 
oreign corporation, and such branch or 
similar establishment will be deemed to 
oe incorporated in the country in which 
it is located.
bJh \ Activities treated as performed on 
Wi+iV rema-inder of corporation.

. i"e®Pecl’ to purchasing or selling 
hviJ1?68 performed by or through the 

or similar establishment, such 
Purchasing or selling activities shall—

) With respect to personal property 
manufactured, produced, constructed, 
grown, or extracted by the controlled 
foreign corporation, or

(2) With respect to personal property 
(other than property described in (1) of 
this subdivision (b) ) purchased or sold, 
or purchased and sold, by the controlled 
foreign corporation,
be treated as performed on behalf of the 
controlled foreign corporation.

(c) Activities treated as performed on 
behalf of branch. With respect to man­
ufacturing, producing, constructing, 
growing, or extracting activities per­
formed by or through the branch or 
similar establishment, purchasing or sell­
ing activities performed by or through 
the remainder of the controlled foreign 
corporation with respect to the personal 
property manufactured, produced, con­
structed, grown, or extracted by or 
through the branch or similar establish­
ment shall be treated as performed on 
behalf of the branch or similar establish­
ment.

(d) Items not to be twice included in 
income. Income which is classified as 
foreign base company sales income as a 
result of the application of subdivision
(i) of subparagraph (1) of this para­
graph shall not be again classified as 
foreign base company sales income as a 
result of the application of subdivision
(ii) of such subparagraph.

(e) Comparison with ordinary treat­
ment. Income derived by the branch or 
similar establishment, or by the remain­
der of the controlled foreign corporation, 
shall not be considered foreign base com­
pany sales income if the income would 
not be so considered if it were derived 
by a separate controlled foreign corpora­
tion under like circumstances.

(/) Priority of application. I f  income 
derived by the branch or similar estab­
lishment, or by the remainder of the 
controlled foreign corporation, from a 
transaction would be classified as foreign 
base company sales income of such con­
trolled foreign corporation under section 
954(d) (1) and paragraph (a) of this 
section, the income shall, notwithstand­
ing this paragraph, be treated as foreign 
base company sales income under para­
graph (a) of this section and the branch 
or similar establishment shall not be 
treated as a separate corporation with 
respect to such income.

(3) Inclusion of amounts in gross in­
come of United States shareholders. A 
branch or similar establishment of a 
controlled foreign corporation and the 
remainder of such corporation shall be 
treated as separate corporations under 
this paragraph solely for purposes of 
determining the foreign base company 
sales income of each such corporation 
and for purposes of including an amount 
in subpart P  income o f the controlled 
foreign corporation under section 952
(a). See section 954(b)(3) and para­
graph (d) (4) of § 1.954-1 for rules re­
lating to the treatment of a branch or 
similar establishment of a controlled 
foreign corporation and the remainder of 
such corporation as separate corpora­
tions for purposes of independently de­
termining if the foreign base company 
income of each such corporation is less 
than 30 percent, or more than 70 percent, 
of its gross income. For all other pur­
poses, however, a branch or similar es­
tablishment of a controlled foreign cor-

poration and the remainder of such 
corporation shall not be treated as sepa­
rate corporations. For example, if the 
controlled foreign corporation has a defi­
cit in earnings and profits to which sec­
tion 952(c) applies, the limitation of 
such section on the amount includible 
in the subpart F income of such corpora­
tion will apply. Moreover, income, war 
profits, or excess profits taxes paid by 
a branch or similar establishment to a 
foreign country will be treated as having 
been paid by the controlled foreign cor­
poration for purposes of section 960 (re­
lating to special rules for foreign tax 
credit) and the regulations thereunder.- 
Also, income of a branch or similar es­
tablishment, treated as a separate cor­
poration under this'paragraph, will not 
be treated as dividend income of the con­
trolled foreign corporation of which it 
is a branch or similar establishment.

(4) Illustrations. The application of 
this paragraph may be illustrated by the 
following examples:

Example (1).  Controlled foreign corpora­
tion A, incorporated under tlie laws of for­
eign country X, is engaged in the manufac­
turing business in such country. Corpora­
tion A negotiates sales of its products for use 
outside of country X  through a sales office, 
branch B, maintained in foreign country 
Y . These activities constitute the only ac­
tivities of A Corporation. Country X  levies 
an income tax at an effective rate of 50 per­
cent on the income of A Corporation de­
rived by the manufacturing plant in coun­
try X  but does not tax the sales income 
of A Corporation derived by branch B in 
country Y. Country Y  levies an income tax 
at an effective rate of 10 percent on the 
sales income derived by branch B but does 
not tax the income of A Corporation derived 
by the manufacturing plant in country X. 
I f  the sales income derived by branch B 
were, under the laws of country X, derived 
from SQurces within country X  by A Cor­
poration, such income would be taxed by 
such country at an effective rate of 50 per­
cent. In  determining foreign base com­
pany sales income of A Corporation, branch 
B is treated as a separate wholly owned sub­
sidiary corporation of A Corporation, the 10 
percent rate of tax on branch B’s income 
being less than 90 percent of, and at least 5 
percentage points less than, the 50 percent 
rate. Income derived by branch B, treated 
as a separate corporation, from thè sale by or 
through it for use, consumption, or disposi­
tion outside country Y  of the personal prop­
erty produced in country X  is treated as 
income from the sale of personal property 
on behalf of A Corporation, a related per­
son, and constitutes foreign base company 
sales income. The remainder of A Corpora­
tion, treated as a separate corporation, de­
rives no foreign base company sales income 
since it  produces the product which is sold.

Example (2 ). Controlled foreign corpora­
tion C is incorporated under the laws of 
foreign country X. Corporation C main­
tains branch B in foreign country Y. 
Branch B manufactures articles in country 
Y  which are sold through the sales offices 
of C Corporation located in country X. 
These activities constitute the only activities 
of C Corporation. Country Y  levies an in­
come tax at an effective rate of 30 percent 
on the manufacturing profit of C Corpora­
tion derived by branch B but does not tax 
the sales income of C Corporation derived 
by the sales offices in country X. Country 
X does not impose an income, war profits, 
excess profits, or similar tax, and no tax is 
.paid to any foreign country with respect to 
income of C Corporation which is not de­
rived by branch B. I f  C Corporation were



6398 RULES AND REGULATIONS
incorporated tinder the laws of country Y, 
the sales income of the sales offices in coun­
try X  would be taxed by country Y  at . an 
effective rate of 30 percent. In determining 
foreign base company sales income of C 
Corporation, branch B is treated as a sepa­
rate wholly owned subsidiary corporation of 
C Corporation, the zero rate of tax on the 
income derived by the remainder of C Cor­
poration being less than 90 percent of, and 
at least 5 percentage points less than, the 30 
percent rate. Branch B, treated as a. sepa­
rate corporation, derives no foreign base 
company sales income since it produces the 
product which is sold.. .Income derived by 
the remainder o f C Corporation, treated as a 
separate corporation, from the sale by or 
through it for use, consumption, or disposi­
tion outside country X  of the personal prop­
erty produced in country Y  is treated as 
income from the sale of personal property 
on behalf of branch B, a related person, 
and constitutes foreign base company sales 
income.

Example (3 ). Controlled foreign corpora­
tion E, incorporated under the laws of for­
eign country X, is a wholly owned subsidiary 
o f controlled foreign corporation D, also in­
corporated under the laws of country X. 
Corporation E maintains branch B in for­
eign country Y. Both corporations use the 
calendar year as the taxable year. In  1964, 
E Corporation’s sole activity, carried on 
through branch B, consists of the purchase 
o f articles manufactured in country X  by 
D Corporation, a related person, and the sale 
of the articles through branch B for use out­
side country X. The incoine of E Corpora­
tion derived by branch B from such 
transactions is taxed to E Corporation by 
country X  only at the time E Corporation 
distributes such income to D Corporation 
and is then taxed on the basis of what the 
tax (a 40 percent effective rate) would have 
been if  the income had been derived in 1964 
by E Corporation from sources within coun­
try X  from doing business through a 
permanent establishment therein. Country 
Y  levies an income tax at an effective rate 
o f 50 percent on income derived from sources 
within such country, but the income of 
branch B for 1964 is effectively taxed by 
country Y  at a 5 percent rate since, under the 
laws o f such country, only 10 percent of 
branch B^ income is derived from sources 
within such country. Corporation E makes 
no distributions to D Corporation in 1964. 
In  determining foreign base company sales 
income of E Corporation for 1964, branch 
B is treated as a separate wholly owned sub­
sidiary corporation of E Corporation, the 5 
percent rate of tax on branch B’s income 
being less than 90* percent of, and at least 5 
percentage points less than, the 40 percent 
rate. Income derived by branch B, treated 
as a separate corporation, from the sale by or 
through it  for use, consumption, or disposi­
tion outside country Y  of the personal prop­
erty produced in country X  is treated as 
income from the sale o f personal property 
on behalf of E Corporation, a related person, 
and constitutes foreign base company sales 
income.

Example (4 ). Controlled foreign corpora­
tion P, incorporated under the laws o f for­
eign country X, is a wholly owned subsidiary 
of domestic corporation M. Corporation P, 
through its branch B in foreign country Y, 
purchases from controlled foreign corpora­
tion G, a wholly owned subsidiary o f  M, 
Corporation incorporated under the laws of 
foreign country Z, personal property which 
G Corporation manufactures in country Z. 
Corporation P sells such property for use in 
foreign country W. Since the income of P 
Corporation from such purchases and sales 
is classified as foreign base company sales 
income under section 954(d)(1) and para­
graph (a ) of this section, branch B will not 
be treated as a separate corporation with re­
spect to such income even if  the tax differ­

ential between countries X  and Y  would 
otherwise Justify such treatment.

Example (5 ). Controlled foreign corpora­
tion A, incorporated under the laws of for­
eign country X, is engaged in manufacturing 
articles through its home office, located in 
country X, and selling such articles through 
branch B, located in foreign country Y, and 
through branch C, located in foreign country 
Z, for use outside country X. These activities 
constitute the only activities of A Corpora­
tion for its taxable year 1963. Each such 
country levies an income tax on only the 
income derived from sources within such 
country, and all income derived in 1963 by 
the home office, branch B, and branch C, re­
spectively, is derived from sources within 
countries X, Y, and Z, respectively. The in­
come and income taxes of A Corporation for 
1963 are as follows:

X
Country

Y
Country

Z
Country

Income of:
Home Qffiee___ $200,000

$100,000
$100,000

100,000 20,000 20,000
Effective rate of

50% 20% 20%

By applying subparagraph (1) (i ) of this 
paragraph and by treating branch B as 
though it were the only branch o f A Corpora­
tion, branch B is treated as a separate wholly 
owned subsidiary corporation of A Corpora­
tion in determining foreign base company 
sales income of A Corporation for 1963, the, 
20 percent rate of tax on the income of such 
branch being less than 90 percent of, and at 
least 5 percentage points less than, the 50 
percent rate of tax which would apply to the 
income of branch B under the laws of country 
X  if, under the laws o f such country, all the 
income of A Corporation for 1963 derived 
through the home office and branch B were 
derived from sources within country X. 
Moreover, by applying subparagraph (1) (i) 
of t.vii« paragraph and by treating branch C 
as though it were the only branch of A Cor­
poration, branch C is treated as a separate 
wholly owned subsidiary corporation of A 
Corporation, the 20 percent rate of tax on the 
income of such branch being less than 90 
percent of, and at least 5 percentage points 
less than, the 50 percent rate of tax which 
would apply to the income o f branch C 
under the laws of country X  if, under the 
laws of such countix all the income of A 
Corporation for 1963 derived through the 
home office and branch C were derived from 
sources within country X.~ The income de­
rived by branch B and branch C, respectively, 
each treated as a separate corporation, from 
the sale by or through each of them for use, 
consumption, or disposition outside country 
Y  and country Z, respectively, is treated as 
income from the sale of personal property 
on behalf of A Corporation, a related person, 
and constitutes foreign base company sales 
income for 1963. The home office of A Cor­
poration, treated as a separate corporation, 
derives no foreign base company sales income 
for 1963 since it produces the articles which 
are sold.

Example (6 ). Controlled foreign corpora­
tion A, incorporated under the laws of for­
eign country X, is engaged in manufaeutring 
articles through branch B, located in for­
eign country Y, and selling such articles 
through branch C, located in foreign coun­
try Z, and through its home office, located 
in country X, for use outside country X. 
These activities constitute the only activities 
o f A Corporation for its taxable year 1963. 
Each such country levies an income tax on 
only the income derived from sources within 
such country, and all income derived in 1963 
by the home office, branch B, and branch C, 
respectively, is derived from sources within

countries X, Y, and Z, respectively. The in­
come and income taxes of A Corporation for 
1963 are as follows:

X Country Y  Country Z Country

Income of:
Home office___ $100,000
Branch B_____ $200,000

$100,000
20,00020,000 100,000

Effective rate of
20% 50% 20%

In  determining foreign base company sales 
income of A Corporation for 1963 neither 
branch B nor branch C is treated, by apply­
ing subparagraph (1) ( i )  erf this' paragraph, 
as a separate wholly owned subsidiary cor­
poration of A Corporation since branch B 
derives no income from the purchase or sale 
o f personal property and since, in the case 
of branch C treated as though it were the 
only branch of A Corporation, the 20 percent 
rate of tax 'on  the income of branch C is 
not less than 90 percent of, and not as much 
as 5 percentage points less than, the 20 
percent rate of tax which would apply to the 
income of branch C under the laws of coun­
try X  if, under the laws of such country, 
all the income of A Corporation for 1963 
derived through the home office and branch 
C were derived from sources within country 
X. However, hy applying subparagraph (1) 
(i i ) of this paragraph and by treating the 
home office in country X  as though it alone 
were the remainder of A Corporation, branch 
B is treated as a separate wholly owned sub­
sidiary corporation of A Corporation, the 20 
percent rate of tax on the income of the 
home office being less than 90 percent of, 
and at least 5 percentage points less than, 
the 50 percent rate of tax which would apply 
to the income of the home office under the 
laws of country Y  if, under the laws of 
such co.untry, all the income of A Corpora­
tion for 1963 derived through the home of­
fice and branch B were derived from sources 
within country Y. Moreover, by applying 
subparagraph (1) (i i ) of this paragraph and 
by treating branch C as though it alone 
were the remainder of A Corporation, branch 
B and branch C are treated as separate 
wholly owned subsidiary corporations of A 
Corporation, the 20 percent rate of tax on 
the income of branch C being less than 90 
percent of, and at least 5 percentage points 
less than, the 50 percent rate of tax which 
would apply to the income of branch C under 
the laws of country Y  if, under the laws of 
such country, all the income of A Corpora­
tion for 1963 derived through branch B and 
branch C were derived from sources within 
country Y. The income derived by the home 
office and branch C, respectively, each treated 
as a separate corporation, from the sale hy 
or through each of them for use, consump­
tion, or disposition outside country X and 
country Z, respectively, is treated as income 
from the sale of personal property on be­
half of branch B, a related person, and con­
stitutes foreign base company sales income 
for 1963. Branch B, treated as a separate 
corporation, derives no foreign base company 
sales income since it  produces the articles 
which are sold.

Example (7 ). Controlled foreign corpo­
ration A, incorporated under the laws of 
foreign country X, is engaged in manufac­
turing articles through branch B, located in 
foreign country Y, and selling such articles 
through the home office, located in country 
X, and through branch C, located in for* 
eign country Z, for use outside country • 
These activities constitute the only actl^ ‘ 
ties of A Corporation for its taxable y 
1963. Each such country levies an inc0"\  
tax on only the income derived from aour . 
within such country, and all income den 
in 1963 by the home office, branch B, 
branch C, respectively, is derived
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sources within countries X, Y, and Z, re­
spectively. The income and income taxes of 
A Corporation for 1963 are as follows:

X Country Y  Country Z Country

Income of:
Home office.... $100,000

$200,000
$100,000

20,000Income tax.....V. 
Effective rate of

40,000 100,000

tax....“—.... ■ 40% 60% 20%

By applying subparagraph (1) ( i )  of this 
paragraph and by treating branch C as 
though it were the only branch of A Corpora­
tion, branch C is treated as a separate wholly 
owned subsidiary corporation of A Corpo­
ration in determining foreign base company 
sales income of A Corporation for 1963, the 
20 percent rate of tax on the income of 
branch C being less than 90 percent of, and 
at least 5 percentage points less than, the 
40 percent rate of tax which would apply to 
the income of branch C under the laws of 
country X if, under the laws of such country, 
all the income of A Corporation for 1963 de­
rived through the home office and branch C 
were derived from sources within country X. 
In addition, by applying subparagraph 
(1) (ii) of this paragraph and by treating the 
home office in country X  as though it alone 
were the remainder of A Corporation, branch 
B is treated as a separate wholly owned sub­
sidiary corporation of A Corporation, the 40 
percent rate of tax on the Income o f the 
home office being less than 90 percent of, 
and at least 5 percentage points less than, the 
50 percent rate of tax which would apply to 
the income of the home office under the laws 
of country Y  if, under the laws o f such 
country, all the income of A Corporation for 
1963 derived through the home office and 
branch B were derived from sources within
country Y. Moreover, by applying sub- 
paragraph (1) (ii) of this paragraph and by 
treating branch C as though it alone were 
the remainder of A Corporation, branch B 
and branch C would again be treated as sepa­
rate wholly owned subsidiary corporations of 
A Corporation, the 20 percent rate of tax 
on the income of branch C being less than 90 
percent of, and at least 5 percentage points 
less than, the 50 percent rate of tax which 
would apply to the income of branch C under 
the laws of country Y  if, under the laws of 
such country, all the income of A Corpora­
tion for 1963 derived through branch B and 
branch C were derived from sources within 
country Y; however, for purposes of de­
termining foreign base company sales income 
or A Corporation for 1963, only the classifica­
tion under subparagraph ( 1 ) (i) of this para­
graph shall, by reason of the application of 
subparagraph (2) (ii) (d ) of this paragraph, 

applied with respect to the income de- 
branch C. The income derived by 

the home office and branch C, respectively, 
eacn treated as a separate corporation, from 
tne sale by or through each of them for use, 
onsumption, or disposition outside country 

c?untry z > respectively, is treated as 
on “ u toe sale of personal property 
const??»/ of.br*nch B. a related person, and 

base ct)mPany sales in­
rate J »  Branch B, treated as a sepa-
cnmnCOrporatlon’ derives no foreign base

income since it produces the articles which are sold.

§ 1.954—4 Foreign base company serv­
ices income.

vided //ems included. Except as pro 
Xrei J V aragraph (d) of this section 
mean? company services incom« 

of a controlled foreigi
PeSatfnn011’ whether in the form of com 
wiS x? - ecmmissions, fees, or other 

1Se’ denyed in connection with tin

performance of technical, managerial, 
engineering, architectural, scientific, 
skilled, industrial, commercial, or like 
services which—

(1) Are performed for, or on behalf of 
a related person, as defined in paragraph
(e) (1) of § 1.954-1, and

(2) Are performed outside the coun­
try under the laws of which the con­
trolled foreign corporation is created or 
organized.

(b) Services performed for, or on be­
half of, a related person—-(1) Specific 
cases. For purposes of paragraph (a> 
(1) of this section, “ services which are 
performed for, or on behalf of, a related 
person” include (but are not limited to) 
services performed by a controlled foreign 
corporation in a case where—

(i) The controlled foreign corporation 
is paid dr reimbursed by, is released from 
air obligation to, or otherwise receives 
substantial financial benefit from, a re­
lated person for performing such serv­
ices;

(ii) The controlled foreign corpora­
tion performs services (whether or not 
with respect to property sold by a related 
person) which a related person is, or has 
been, obligated to perform;

<itt) The controlled foreign corpora­
tion performs services with respect to 
property sold by a related person and the 
performance of such services constitutes 
a condition or a material term of such 
sale; or

(iv) The controlled foreign corpora­
tion is not capable of performing the 
services without direction, supervision, 
equipment, know-how, services of per­
sonnel, financial assistance (other than 
contributions to capital), or other as­
sistance contributing to the ultimate 
completion of such services, made avail­
able to it by a related person.

Subdivision (ii) of this subparagraph 
shall not apply with respect to services 
performed by a controlled foreign corpo­
ration pursuant to a contract the per­
formance of which is guaranteed by a 
related person, if the related person’s 
sole obligation with respect to the con­
tract is to guarantee performance of such 
services, if the controlled foreign corpo­
ration is fully obligated to perform the 
services under the contract, and if the 
related person (or any other person re­
lated to the controlled foreign corpora­
tion) does not in fact pay for perform­
ance of, or perform, any of such serv­
ices the performance of which is so guar­
anteed or pay for performance of, or per­
form, any significant services related 
to such services. For purposes of the 
preceding sentence, a rçjated person will 
be considered to guarantee performance 
of the services by the controlled foreign 
corporation whether it guarantees per­
formance of such services by a separate 
contract of guaranty or enters into a 
service contract solely for purposes of 
guaranteeing performance of such serv­
ices and Immediately thereafter assigns 
the entire contract to the controlled for­
eign corporation for execution.

(2) Illustrations. The application of 
this paragraph may be illustrated by the 
following examples:

Example (1). Controlled foreign corpora­
tion A  is paid by related corporation M for

the installation and maintenance of indus­
trial machines which M Corporation manu­
factures and sells to B Corporation. Such 
installation and maintenance services by A 
Corporation are performed for, or on behalf 
of, M Corporation for purposes of section 
954(e).

Example (2 ). Controlled foreign corpora­
tion B, incorporated under the laws of for­
eign country X, enters a contract with R 
Corporation, an unrelated person, to drill an 
oil well in foreign country Y. Under the 
terms of the contract, B Corporation is fully 
obligated to perform the services under the 
contract. Corporation B, however, is not 
capable of performing such contract unless 
controlled foreign corporation C, a related 
person as to B Corporation, furnishes serv­
ices of personnel to B Corporation. Corpo­
ration C makes such services available to B 
Corporation. The services performed by B 
Corporation under the contract are per­
formed for, or on behalf of, C Corporation 

, for purposes of section 954(e).
Example (3).  Controlled foreign corpora­

tion D, a wholly owned subsidiary of domestic 
corporation M, procures and enters a contract 
with an unrelated person to construct a 
superhighway in a foreign country, but such 
person enters the contract only on the con­
dition that M Corporation agrees to perform, 
or to pay for the performance by some person 
other than D Corporation of, the services 
called for by the contract if D Corporation 
should fail to complete their performance. 
Corporation D is capable of performing such 
contract. No related person as to D Corpo­
ration pays for, or performs, any services 
called for by the contract, or pays for, or 
performs, any significant services related to 
such services. The construction of the super­
highway by D Corporation is not considered 
for purposes of section 954(e) to be the 
performance of services for, or on behalf of 
M Corporation.

Example (4). Domestic corporation M is 
obligated under a contract with an unre­
lated person to construct a superhighway in 
a foreign country. At a later date M Corpo­
ration assigns the entire contract to its 
wholly owned subsidiary, controlled foreign 
corporation C, and the unrelated person re­
leases M Corporation from any obligation 
under the contract. The construction of 
such highway by C Corporation is considered 
for purposes of section 954(e) to be the 
performance of services for, or on behalf of, 
M Corporation.

Example (5 ). Domestic corporation M 
enters a contract with an unrelated person 
to construct a superhighway in a foreign 
country. Corporation M immediately as­
signs the entire contract to its wholly owned 
subsidiary, controlled foreign corporation C. 
The unrelated person does not release M Cor­
poration of its obligation under the contract, 
the sole purpose of these arrangements being 
to have M Corporation guarantee performance 
o f the contract by C Corporation. Corpo­
ration C is capable of performing the con­
struction contract. Neither M Corporation 
nor any other person related to C Corpora­
tion pays for, or performs, any services called 
for by the construction contract or at any 
time pays for, or performs, any significant 
services related to the services performed 
under such contract. The construction of 
the superhighway by C Corporation is not 
considered for purposes ot.section 954(e) to 
be the performance of services for, or on 
behalf of, M Corporation.

Example (6) .  The facts are the same as in 
example (5) except that M Corporation, pre­
paratory to entering the construction con­
tract, prepares plans and specifications which 
enable the submission of bids for the con­
tract. The construction of such highway by 
C Corporation is considered for purposes of 
section 954(e) to be the performance of 
services for, or on behalf of, M Corporation.

Example ( 7 ). Domestic corporation M 
manufactures an industrial machine which
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requires specialized installation. Corpora­
tion M sells the machines for a basic price if  
the contract of sale contains no provision for 
installation. If, however, the customer agrees 
to employ controlled foreign corporation E, 
a wholly owned subsidiary of M Corporation, 
to install the machine and to pay E Corpora­
tion a specified installation charge, M Cor­
poration sells the machine at a price which 
is less than the basic price. The installation 
services performed by E Corporation for cus­
tomers of M Corporation ' purchasing the 
machine at the reduced price arè considered 
for purposes of section 954(e) to be per­
formed for, or on behalf of, M Corporation.

Example (8) .  Domestic corporation M 
manufactures and sells industrial machines 
with a warranty as to their performance con­
ditional upon their installation and main­
tenance by a factory-authorized service 
agency. Controlled foreign corporation P, a 
wholly owned subsidiary of M Corporation, 
is the only authorized service agency. Any 
installation or maintenance services per­
formed by P  Corporation on such machines 
are considered for purposes of section 954(e) 
to be performed for, or on behalf of, M 
Corporation.

Example (9). Domestic corporation M 
manufactures electric office machines which 
it  sells at a basic price without any provi­
sion for, or understanding as to, adjustment 
or maintenance of the machines. The ma­
chines require constant adjustment and 
maintenance services which M Corporation, 
certain wholly owned subsidiaries of M Cor­
poration, and certain unrelated persons 
throughout the world are qualified to per­
form. Prom among' the numerous persons 
qualified and available to perform adjust­
ment and maintenance services with respect 
to such office machines, foreign corporation 
B, a customer of* M Corporation, employs 
controlled foreign corporation G, a wholly 
owned subsidiary of M Corporation, to adjust 
and maintain the office machines which B 
Corporation purchases from M Corporation. 
The adjustment and maintenance services 
performed by G Corporation for B Corpora­
tion are not considered for purposes of sec­
tion 954(e) to be performed for,' or on 
behalf of, M Corporation.

(c ) Place where services are per­
formed. The place where services will 
be considered to have been performed 
for purposes of paragraph (a) (2) of this 
section will depend on the facts and 
circumstances of each case. As a gen­
eral rule, services will be considered per­
formed where the persons performing 
services for the controlled foreign corpo­
ration which derives income in connec­
tion with the performance of technical, 
managerial, architectural, engineering, 
scientific, skilled, industrial, commercial, 
or like services are physically located 
when they perform their duties in the 
execution of the service activity result­
ing in such income. Therefore, in many 
cases, total gross income of a controlled 
foreign corporation derived in connec­
tion with each service contract or ar­
rangement performed for or on behalf of 
a related person must be apportioned, 
between income tóhich is not foreign base 
company services income and that which 
is foreign base company services income, 
on a basis of employee-time spent within 
the foreign country under the laws of 
which the controlled foreign corporation 
is created or organized and employee­
time spent without the foreign country 
under the laws of which such corporation 
is created or organized. In  allocating 
time spent within and without the for­

eign country under the laws of which 
the controlled foreign corporation is cre­
ated or organized, relative weight must 
also be given to the value of the various 
functions performed by persons in ful­
fillment of the service contract or ar­
rangement. For example, clerical work 
will ordinarily be assigned little value, 
while services performed by technical, 
highly skilled, and managerial personnel 
will be assigned greater values in rela­
tion to the type of function performed 
by each individual.
• (d) Items excluded. Foreign base 

company services income does not 
include— *

(1) Income derived in connection with 
the performance of services by a con­
trolled foreign corporation if—

(1) The services directly relate to the 
sale or exchange of personal property by 
the controlled foreign corporation,

(ii) The property sold or exchanged 
was manufactured, produced, grown, or 
extracted by such controlled foreign cor­
poration, and

(iii) The services were performed be­
fore the sale or exchange of such prop­
erty by the controlled foreign corpora­
tion; or

(2) Income derived in connection with 
the performance of services by a con­
trolled foreign corporation if the serv­
ices directly relate to an offer or effort to 
sell or exchange personal property which 
was, or would have been, manufactured, 
produced, grown, or extracted by such 
controlled foreign corporation whether 
or not a sale or exchange of such property 
was in fact consummated.
§ 1.954r-5 Increase in qualified invest­

ments in less developed countries.
(a) Determination of investments at 

close of current taxable year. The in­
crease in qualified investments in less 
developed countries, for purposes of sec-"' 
tion 954(b) and paragraph (b) (1) of 
§ 1.954-1, of any controlled foreign cor­
poration for any taxable year -is, ex­
cept as provided in paragraph (b) of this 
section, the amount by which—

(1) The controlled foreign corpora­
tion’s qualified investments in less de­
veloped countries at the close of the tax­
able year, exceed

(2) Its qualified investments in less 
developed countries at the close of the 
preceding taxable year.
See section 954(f). See also section 955
(b)' and § 1.955-2 for definition of the 
term “qualified investments in less de­
veloped countries” . For purposes of this 
paragraph, a taxable year which begins 
before January 1, 1963, may be a preced­
ing taxable year.

(b) Election to determine investments 
at close of following taxable year— (1) 
General rule. I a  lieu of determining an 
increase in qualified investments in less 
developed countries for a taxable year 
in the manner provided in paragraph (a) 
of this section, a United States share­
holder of a controlled foreign corpora­
tion may make an election under sec­
tion 955(b) (3) to determine the increase 
for the corporation’s taxable year by 
ascertaining the amount by which—

(i) Such corporation's qualified in­
vestments in less developed countries at

the close of the taxable year immediately 
following such taxable year, exceed

(ii) Its qualified investments in less 
developed countries at the close of the 
taxable year immediately preceding such 
following taxable year.

(2) Election with respect to first tax­
able year. Notwithstanding subpara­
graph (1) of this paragraph, if an 
election is made by a United States 
shareholder under section 955(b)(3) to 
determine a controlled foreign corpora­
tion’s increase in qualified investments in 
less developed countries for its first tax­
able year in which such shareholder is a 
United States shareholder, as defined in 
section 951(b), with respect to such cor­
poration and suCh corporation realizes 
foreign base company income from which 
amounts are excluded under section 954 x 
(b) (1) and paragraph (b) (1) of § 1.954- 
1, the increase in such controlled foreign 
corporation’s qualified investments in 
less developed countries for such taxable 
year shall be an amount by which—

(i) Such corporation’s qualified in­
vestments in less developed countries at 
the close of the taxable year immediately 
following such taxable year, exceed

(ii) Its qualified investments in less 
developed countries at the close of the 
taxable year immediately preceding the 
taxable year for which the election is 
made.

(3) Manner of making election. For 
the manner of making an election under 
section 955(b) (3), and for rules pertain­
ing to the revocation of such an'fclection, 
see § 1.955-3.

(c) Initial designation of a country as 
being an economically less developed 
country. For purposes of determining 
the amount of a controlled foreign cor­
poration’s qualified investments in less 
developed countries at the close of the 

, taxable year immediately preceding any 
taxable year in respect of which a for­
eign country or possession of the United 
States has been designated as an eco­
nomically less developed country, such 
foreign country or possession shall, with 
respect to any investment held by such 
corporation at the close of such preced­
ing taxable year, be deemed to have been 
designated as an economically less devel­
oped country for such preceding taxable 
year if it has not in fact been so desig­
nated, even though such preceding tax­
able year begins before January 1,1963. 
I f  an increase in a controlled foreign 
corporation’s qualified investments m 
less developed countries for a taxable 
year is being determined under para­
graph (b) (2) of this section and a for­
eign country or possession of the Unitea 
States has been designated as an eco­
nomically less developed country for 
taxable year immediately following su 
taxable year, such foreign country 
possession shall, with respect to any - 
vestment heW by such corporation at 
the close of the taxable year imm^UaWiy 
preceding the taxable year be deemea 
to have been designated, if it has not 
fact been so designated, as an ecoM®' 
cally less developed country for born 
the taxable year and the taxable y 
immediately preceding the taxable y • 
Determinations for purposes o 
paragraph with respect to taxable y
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beginning before January 1, 1963, shall 
be made by applying the principles of 
section 955 and the regulations 
thereunder.

(d) Illustrations. The application of 
this section may be illustrated by the 
following examples:

Example (1).  ( i )  Controlled foreign cor­
poration A, incorporated under the laws of 
foreign country X, is a wholly owned sub­
sidiary of domestic corporation M. Both 
corporations use the calendar year as the 
taxable year. On December 31, 1962, the 
assets of A Corporation (determined as pro­
vided in paragraph (d ) of § 1.955-2) consist 
of the following amounts:

Cash .......... ................................$60,000

(iv ) On December 31, 1963, the assets of 
A Corporation (determined as provided in 
paragraph (d ) of § 1.955-2) consist of the fol­
lowing amounts:

Cash__________ ________________ _____ $75,000

Bonds:
UJS. Government bonds__________  5,000
X  Country bonds._______________ 15,000
Y  Country bonds_________________  20,000
Z Country bonds (acquired 10-1- 

63, but held fen: more than 6 
months before.disposition)____ 40, 000

Total bonds__________________ 80,000

'Stock in foreign corporations :
100 shares o f B Corporation stock. 10,000 
50 shares of C Corporation stock. _ 20,000

crease for 1963 in qualified investments in 
less developed countries pursuant to para­
graph (b ) (2) of this section. On December 
31, 1964, the assets of. A Corporation (deter­
mined as provided in paragraph (d ) of 
§ 1.955—2) consist of the following amounts:
Cash________ r__________ s_______ ____$80, 000

Bonds:
U.S. Government bonds__________  5, 000
X  Country bonds_________________  15, 000
Z Country bonds_________________  70, 000

Total bonds__________________  90,000

Stock in foreign corporations :
100 shares of B Corporation stock. 10, 000 
50 shares of C Corporation stock__ 20, 000

Total stocjc__________________  30,000

Total assets__________________  200,000

(ii) For 1964, B Corporation and C Cor­
poration each qualify under § 1.955-5 as a 
less developed country corporation and coun­
tries X, Y, and Z are designated as eco­
nomically less developed countries. Corpo­
ration A ’s qualified investments in less de­
veloped countries as of December 31, 1964, 
amount to $115,000 ($15,000 of X  Country 
bonds, $70,000 of Z Country bonds, $10,000 
of B Corporation stock, and $20,000 of C 
Corporation stock). By reason of paragraph 
(c ) of this section, A  Corporation’s qualified 
investments in less developed countries as 
of December 31, 1962, amount to $75,000 
($15,000 of X  Country bonds, $20,000 of Y  
Country bonds, and $40,000 of C Corporation 
stock).

(ill) Corporation A for 1963, after appli­
cation o f section 954(b) (1 ), has foreign base 
company income o f $9,250, which amount 
is determined as follows :
Dividends and interest from invest­

ments which at the time of
receipt are qualified invest­
ments in less developed coun­
tries (sec. 954(b) (1) ( A ) :

Interest from X  Country bonds  $750
Interest from Y  Country bonds  1,000
Dividends from C Corporation

stock-----:_______________________ 19, 000

Total dividends and interest. 20, 750

Net gain from the sale o f invest­
ments which at the time of sale 
are qualified investments in less 
developed countries (sec. 954
(b ) (1 ) (B ) ) :

Gains-------------------------------------  5, 000
Losses____„ _____ __________________  o

Net gain__________________ 5,000

Total dividends, interest, and
gains----- -----------------------  25,750

Increase for 1963 in qualified invest­
ments in less developed coun­
tries (sec. 955(b)(3) ) :

Qualified investments at 12-31-64. 115,000
Qualified investments at 12-31-62. 75,000

Increase for 1963_________ ;___ 40,000

Foreign base company income for 
1963 determined under sec. 954 
(a) but without regard to sec.
954(b) (1 )__--------- ___------------  35,000

Less: Exclusion from foreign base 
company income ($25,750 total 
dividends, interest, and gains, 
but not to exceed the $40,000 
increase in qualified investments 
in less developed coqntrles)___ 25, 750

Foreign base company income for 
1963 —_________________ ________

Bonds:
UB. Government bonds__ ;_______  5,000
X Country bonds_________ _______ . 15,000
Y Country bonds_________________  20,000

Total bonds_____________ ____  40,000

Total stock________________ !— 30,000

Stock in foreign corporations :
100 shares of B Corporation stock. 10, 000 
100 shares of C Corporation stock. 40,000

Total stock__________________  50,000

Total assets__________ _______  150,000

(ii) By Executive order dated December 27, 
1962, the President of the United States 
designates foreign countries Y  and Z as 
economically less developed countries for 
purposes o f sections 951 to 964, inclusive. 
Foreign corporations B and C use the calen­
dar year as the taxable year, and each such 
corporation has 100 shares of one class of 
stock outstanding. For 1962, C Corporation 
is engaged in the active conduct of a busi­
ness, derives 90 percent of its gross income 
(determined by using the principles of 
§ 1.955-6) from sources within country Y, 
and on each day of the taxable year has 95 
percent of the assets which are used in such 
business located in country Y. I f  country 
Y were designated as an economically less 
developed country for 1962, C Corporation 
would qualify under the principles of § 1 .955-  
5 as a less developed country corporation for 
such year. For 1962, B Corporation would 
not so qualify as a less developed country 
corporation. By reason of paragraph (c ) of 
this section, A Corporation’s qualified in­
vestments in less developed countries as of 
December 31, 1962, amount to $60,000 ($20,- 
000 of Y  Country bonds and $40,000 of C 
Corporation stock).

(iii) Income of A Corporation for 1963 
consists of the following amounts, after 
taxing into account deductions allowable 
under paragraph (c) of § 1.954-1:
Interest from:

U.S. Government b o n d s ..______ $250
X Country bonds...._____________ 750
Y Counitry bonds.._______ ______ ~ qoo

Total interest. _______________  2,000

Dividends from:
B C o r p o r a t i o n .. . . . . . . . ----------------  9 ,000
^ Corporation__ __________ ___  9̂, 0.00

Total dividends___.__________  28,000

Gain from the sale on 8-1-63 of 50 
shares of stock in C Corpora­
tion:

Z T l r^ 1Zed------- — * ---------- 25, 000Adjusted basis______________ ______ 20, 000

Total gain on stock__ _______  5, 000

Total income after deduc­
tions-----------------------------  35,000

Total assets________;-----------  185,000

(v ) Corporation C qualifies under § 1.955—5 
as a less developed country corporation for 
1963, but B Corporation does not qualify as 
a less developed country corporation for such 
year. Corporation A ’s qualified investments 
in less developed countries as of December 
31, 1963, amount to $80,000 ($20,000 of Y  
Country bonds, $40,000 of Z Country bonds, 
and $20,000 of C Corporation stock).

(v i) Corporation A for 1963, after appli­
cation of section 954(b) (1 ), has foreign base 
company income of $15,000, which amount 
is determined as follows :

Dividends and interest from invest­
ments which at the time of re­
ceipt are qualified investments 
in less developed countries (sec. 
9 5 4 (b )(1 )(A )):

Interest from Y  Country bonds___ $1,000
Dividends from C Corporation

s to c k __________________________ 19,000

Total dividends and interest. _ 20,000

Net gain from the sale of invest­
ments which at the time of sale 
are qualified investments in less 
developed countries (sec. 954(b)
<D(B)):

G ain s____________________________  5, 000
Losses ______ ;___________._______ _ 0

Net gain_______________________ 5,000

Total dividends, interest, and
gains ________________ _____  25, 000

Increase for 1963 in qualified invest­
ments in less developed coun­
tries ( 6ec. 954(f)) :

Qualified investments at 12-31-63. 80, 000 
Qualified investments at 12-31-62. 60,000

Increase for 1963___________ _______ 20,000

Foreign base company income for 
1963 determined under sec. 954 
(a ) but without regard to sec.
954(b) (1) -------______----- _____ 35, 000

Less: Exclusion from foreign base 
company income ($25,000 total 
dividends, interest, and gains, 
but not to exceed the $20,000 
increase in qualified invest­
ments in less developed coun­
tries) __________________________ 20, 000

Foreign base company income
for 1963_______ _______________ 15,000

Example (2). ( i )  Assume the same facts 
as* in example ( 1 ) and the additional facts 
set forth in this example, except that M 
Corporation properly files without consent a 
timely election under paragraph (b ) ( 1 ) of 
§ 1.955-3 to determine A Corporation’s in- 9,250
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DEPARTMENT OF THE TREASURY
Internal Revenue Service

[ 26 CFR Part 1 1 
INCOME TAX

Rents or Royalties Derived in the Ac­
tive Conduct of a Trade or Business
On December 27, 1962, notice of pro­

posed rule making was published in the 
Federal Register in regard to regula­
tions under section 954 of the Internal 
Revenue Code of 1954 (27 F,R. 12759). 
So much of subdivision (i) of § 1,954-2
(c) (3) and (4) of such proposed regula­
tions as defines when rents or royalties 
will be considered to be derived in the 
active conduct of a trade or business is 
withdrawn by Treasury Decision 6734, 
published elsewhere in today’s Federal 
Register.

Notice is hereby given, pursuant to the 
Administrative Procedure Act, that, in 
lieu of the rules so withdrawn, the 
regulations set forth in tentative form 
below are proposed to be prescribed by 
the Commissioner of Internal Revenue, 
with the approval of the Secretary of 
the Treasury or his delegate. Prior to 
the final adoption of such regulations, 
consideration will be given to any com­
ments or suggestions pertaining thereto 
which are submitted in writing, in 
duplicate, to the Commissioner of In­
ternal Revenue; Attention: T :P , Wash­
ington, D.C., 20224, within the period 
of 30 days from the date of publication 
of this notice in the Federal R egister. 
Any person submitting written comments 
or suggestions who desires an opportu­
nity to comment orally at a public hear­
ing on these proposed regulations should 
submit his request, in writing, to the 
Commissioner within the 30-day period. 
In such case, a public hearing will be 
held, and notice of the time, place, and 
date will be published in a subsequent 
issue of the Federal Register.

[seal] D. W. Bacon,
Acting Commissioner 

of Internal Revenue.
On December 27, 1962, notice of pro­

posed rule making was published in the 
Federal Register (27 F.R. 12759) re­
garding the amendment of the Income 
Tax Regulations (26 CFR Part 1) to con­
form such regulations to section 954 of 
the Internal Revenue Code of 1954, as 
added by section 12(a) of the Revenue 
Act of 1962 (76 Stat. 1006). So much 
or subdivision (i) of § 1.954-2(c) (3) and
1 ■ °* such proposed regulations as de- 
nnes when rents or royalties will be con-
ldered to be derived in the active con- 

hUĈ n? a r̂acle or business is withdrawn 
Pic T5easury Decision 6734, published 
Tn ere ln today’s Federal Register.
2 the 111168 so withdrawn, § 1.954-

Income Tax Regulations, as 
opted by such Treasury decision, is 
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amended by adding subdivisions (ii) and
(iii) to paragraph (d) (1), effective with 
respect to taxable years of foreign cor­
porations beginning after December 31, 
1962, and to taxable years of United 
States shareholders within which or with 
which such taxable years of such cor­
porations end. These added provisions 
read as follows:
§ 1.954—2 Foreign p e rso n a l holding 

company income.
' 4t * * 4c 4c

(d) Certain income received from un­
related persons in the active conduct of 
a trade or business— (1) Rents and 
royalties— * * *

(ii) Rents— (a) Trade or business 
cases. In every case rents will be con­
sidered for purposes of this subpara­
graph to be derived in the active conduct 
of a trade or business by a controlled 
foreign corporation which is a lessor of 
property if—

(1) The lessor has—
( i ) Manufactured or produced, or
(ii) Acquired by purchase, and added 

substantial value to,
the property which is leased and the 
lessor is continually engaged in the man­
ufacture or production ofT or in the pur­
chase and addition of substantial value 
to, and leasing of, property of the kind 
which is so leased,
' (2) The lessor leases real property 

and performs active and substantial 
management and operational functions 
with respect to the property while it is 
leased, or

(3) The lessor derives such rents from 
the leasing for a temporary period of 
personal property ordinarily used by such 
lessor in the active conduct of its trade 
or business and such leasing occurs dur­
ing a period when the property would, 
but for such leasing, be idle in the active 
conduct of such trade or business.

(b ) Marketing functions. (1) For 
purposes of (a) ( I )  (ii) of this subdi­
vision, the performance of marketing 
functions will not be considered to add 
substantial value to property. Rents de­
rived from the leasing by a controlled 
foreign corporation of personal property 
which is leased as a result of the per­
formance of marketing functions by such 
corporation, however, .will be considered 
to be derived in the active conduct of a 
trade or business~for purposes of this 
subparagraph if the lessor, through its 
own staff of employees located in a for­
eign country or countries, maintains and 
operates an organization in such country 
or countries which (i) is continually en­
gaged in the business of marketing, or of 
marketing and servicing, the leased prop­
erty and (ii) is substantial in relation 
to the amount of such rents. In deter­
mining whether a lessor maintains and 
operates an organization in a foreign 
country which is continually engaged in 
the business of marketing, or of market­
ing and servicing, leased property, how­

ever, the activities of an independent 
contractor shall not be taken into 
account.

(2) For purposs of subdivision (1) (ii) 
of this subdivision (b) an organization 
in a foreign country or countries will be 
considered substantial in relation to the 
amount of rents if the sum of the de­
ductions incurred by such organization 
of the lessor which are properly allocable 
to such rental income and which would 
be allowable under section 162 to the les­
sor (were the lessor a domestic corpo­
ration) other than—

(i) Deductions for compensation for 
personal services rendered by share­
holders of, or related persons with re­
spect to, the lessor,

(ii) Deductions for rents paid or ac­
crued, and

(iii) Deductions which would be spe­
cifically allowable to the lessor under 
sections other than section 162 (were the 
lessor a domestic corporation)

equals or exceeds 25 percent of the 
amount by which the gross income of the 
lessor from such rental income exceeds 

• the sum of the rents paid or accrued 
and the amounts which would be allow­
able to such lessor as deductions under 
section 167 (were the lessor a domestic 
corporation) with respect to such rental 
income.

(c) Illustrations. The application of 
this subdivision may be illustrated by the 
following examples:

Example (1) .  Controlled foreign corpora­
tion A  is continually engaged in the produc­
tion of office machines which it leases and 
services. The rental income of A Corpora­
tion from such leases is derived in the active 
conduct of a trade or business for purposes 
of section 954(c) (3) (A ) .

Example (2 ). Controlled foreign corpora­
tion B leases to others motion picture films, 
some of which it aquires by purchase and 
some of which it acquires by lease,- Corpora­
tion B, through its own staff of employees 
located in a foreign country, maintains and 
operates an office in such foreign country at 
which a complete sales force, composed of its 
own employees, actively solicits customers 
to lease such films, conducts advertising and 
sales promotion campaigns intended to in­
crease attendance at the showing of films 
which it leases, and engages in other pro­
motional activities directed at increasing its 
contracts for the leasing of such films to 
others. Corporation B maintains an inven­
tory of films in such country from which its 
customers may make selections. Corpora­
tion B, by its office, sales force, and inventory, 
maintains and operates an organization in a 
foreign country which is continually engaged 
in the business of marketing motion picture 
films. The deductions incurred by such or­
ganization abroad are such as to satisfy the 
requirements of ( b ) ( 2) of this subdivision; 
thus such organization is substantial in rela­
tion to the rents B Corporation receives from 
leasing the films. The rental income of B 
Corporation from such leases is derived in 
the active conduct of a trade or business for 
purposes of section 954(c) (3) (A ) .

Example (3) .  Controlled foreign corpora­
tion D purchases motor vehicles which it  
leases to others. In  the conduct of its short-

6403



6404

term leasing of such vehicles in foreign coun­
try X, D Corporation owns a large number 
of motor vehicles which it services and 
repairs, leases motor vehicles to customers 
on an hourly, daily, or weekly basis, main­
tains offices and service facilities from which 
to lease and service such vehicles, and main­
tains a sizable staff of its own administrative, 
sales, and service personne}. Corporation D 
also leases in country X  on a long-term 
basis, generally for a term of one year, motor 
vehicles which it owns. Under the terms 
of the long-term leases, D Corporation is 
required to repair and service, during the 
term of the lease, the leased motor vehicles 
without cost to the lessee. By the mainte­
nance in country X  of office, sales, and serv­
ice facilities and its complete staff of 
administrative, sales, and service personnel, 
D Corporation maintains and operates an 
organization which is continually engaged 
in the business of marketing and servicing 
the motor vehicles which are leased. Since 
such organization is substantial in relation 
to the rents D Corporation receives from 
leasing the motor vehicles, such rents are 
derived in the active conduct of a trade or 
business for purposes o f section 954(c) 
(3) (A )

Example (4) .  Controlled foreign corpo­
ration E owns a complex of apartment build­
ings which it  has acquired by purchase. 
Corporation E engages a real estate man­
agement firm to lease the apartments and 
manage the buildings and pay over the net 
rents to the owner. The rental income of E 
Corporation from such leases is not derived 
in the active conduct of a trade or business 
for purposes of section 954(c) (3) (A ).

Example (5 ). Controlled foreign corpo­
ration P  owns a twenty-story office building 
in foreign country Y, three floors of which 
it  occupies and the rest of which it  leases. 
Corporation P, which has acquired this prop­
erty by purchase, acts as rental agent for the 
leasing of offices in the building and employs 
a substantial staff to perform other man­
agement and maintenance functions. The 
rents received by P Corporation from such 
leasing operations are derived in the active 
conduct of a trade or business for purposes 
o f section 954(c) (3) (A ) .

Example (6).  Controlled foreign corpo­
ration G owns drilling equipment which it 
ordinarily uses to perform contracts in for­
eign countries to drill oil wells. For oc­
casional temporary periods it is unable to 
obtain contracts requiring immediate per­
formance sufficient to employ all such equip­
ment. During such a period it  sometimes 
leases such idle equipment temporarily. 
After the expiration of such temporary leas­
ing of the property, G Corporation continues 
the use of such equipment in the perform­
ance of its own drilling contracts. Bents 
received from the temporary leasing of such 
idle equipment are derived in the active con­
duct of a trade or business for purposes of 
section 954(c) (3) (A ) .

(iii) Royalties— (a) Trade or busi­
ness cases. In  every case royalties will be 
considered for purposes of this subpara­
graph to be derived in the active conduct 
of a trade or business by a controlled 
foreign corporation if—

(1) The invention, book, or other 
property, which gives rise to the pro­
tected right which is licensed, was de­
veloped, created, or produced by such 
controlled foreign corporation, or

(2) The controlled foreign corporation 
has acquired by purchase, and added sub­
stantial value to, the property which 
gives rise to the protected right which is 
licensed,
and the licensor is continually engaged 
in the development, creation, or produc-

PROPOSED RULE MAKING
tion of, or in the purchase and addition 
of substantial value to, and licensing of, 
property of the kind which gives rise to 
the right which is so licensed.

(b ) Marketing functions. (.1) For 
purposes of (a) (2) of this subdivision, 
the performance of marketing functions 
will not be considered to add substantial 
value to property. Royalties derived 
from the licensing by a controlled for­
eign corporation of personal property 
which is licensed as a result of the per­
formance of marketing functions by such 
corporation, however, will be considered 
to be derived in the active conduct of a 
trade or business for purposes of this sub- 
paragraph if the licensor, through its 
own staff of employees located in a fo f- 
eign country or countries, maintains and 
operates an organization in such country 
or countries which (i) is continually en­
gaged in the business of marketing, or 
of marketing and servicing, the licensed 
property and ( « )  is substantial in rela­
tion to the amount of such royalties. In 
determining whether a licensor main­
tains and operates an organization in a 
foreign country which is continually en­
gaged in the business of marketing, or 
of marketing and servicing, licensed 
property, however, the activities of an 
independent contractor shall not be 
taken into account.

(2) For purposes of subdivision (1) (ii) 
of this subdivision (6) an organization in 
a foreign country or countries will be 
considered substantial in relation to the 
amount of royalties if the sum of the 
deductions incurred by such organiza­
tion of the licensor'which are properly 
allocable to such royalty income and 
which would be allowable under section 
162 to the licensor (were the licensor a 
domestic corporation) other than—

(i> Deductions for compensation for 
personal services rendered by share­
holders of, or related persons with re­
spect to, the licensor,

(i i) Deductions for royalties paid or 
accrued, and

(iii) Deductions which would be spe­
cifically allowable to the licensor under 
sections other than section 162 (were 
the licensor a domestic corporation)
equals or exceeds 25 percent of the 
amount by which the gross income of the 
licensor from such royalty income ex­
ceeds the sum of the royalties paid or 
accrued and the amounts which would 
be allowable to such licensor as deduc­
tions under section 167 (were the li­
censor a domestic corporation) with re­
spect to such royalty income..

(c) Illustrations. The application of 
this subdivision may be illustrated by the 
following examples:

Example (1) .  Controlled foreign corpora­
tion A, through its own staff of employees, 
maintains and operates a research facility in 
foreign country X. At the research facility, 
owned by A Corporation, employees of such 
corporation who are full-time scientists, en­
gineers, and technicians continually perform 
experiments, tests, and other technical ac­
tivities, which ultimately result in the is­
suance of patents which are licensed. 
Royalties received by A Corporation for the 
privilege of using patented rights which it  
develops as a result o f such research activity 
are derived in the active conduct of a trade

or business for purposes of section 954 
(3) (A ). 3  -

Example (2) .  Assume that A Corporation 
in example ( 1 ), in addition to receiving 
royalties for the use of patents which it 
develops, receives royalties for the use of 
patents which it acquires by purchase and 
licenses without adding any value thereto. 
Corporation A generally "consummates roy­
alty agreements on such purchased patents 
as the result of inquiries received by it from 
prospective licensees when the fact becomes 
known in the business community, as a re­
sult of the filing of a patent, advertisements 
in trade Journals, announcements, and con­
tacts by employees of A Corporation, that A 
Corporation has acquired rights under a 
patent and is interested in licensing its 
rights. Corporation A does not, however, 
maintain and operate an organization in a 
foreign country which is continually engaged 
in the business of marketing the purchased 
patents. The royalties received by A Cor­
poration for the use of the purchased patents 
are not derived in the active conduct of a 
trade or business for purposes of section 
954 (c )(3 )(A ).

Example (3) .  Controlled foreign corpora­
tion B receives royalties for the use of patents 
which it acquires by purchase. The primary 
business of B Corporation, operated on a con­
tinual basis, consists of licensing patents 
which it has purchased "raw” from inventors 
and, through the efforts of a substantial staff 
of employees consisting of scientists, engi­
neers, and technicians, made susceptible to 
commercial application. For example, B 
Corporation, after purchasing patent rights 
covering a chemical process, designs special­
ized production equipment required for the 
commercial adaptation of the process and, by 
sô  doing, substantially increases the value of 
the patent. Royalties received by B Corpora­
tion from the use of such patent are derived 
in the, active conduct of a trade or business 
for purposes of section 954(c) (3) (A ) .

Example (4) .  Controlled foreign corpora­
tion D finances independent persons in the 
development of patented items in return for 
an ownership interest in such items from 
which it derives a percentage of royalty in­
come, if  any, subsequently derived from the 
use by others of the protected right. Cor­
poration D also attempts to increase its 
royalty income from such patents by con­
tacting prospective licensees and rendering 
to licensees advice which is intended to pro­
mote the use of the patented property. Cor­
poration p  does not, however, maintain and 
operate an organization in a foreign country 
which is continually engaged in the business 
of marketing the patents. Royalties re­
ceived by D Corporation for the use of such 
patents are not derived in the active con­
duct of a trade or business for purposes of 
section 954(c) (3) (A ) .

Example (5 ). Controlled foreign corpora­
tion E, incorporated under the laws of for­
eign country X, is engaged in the music pub­
lishing business and derives substantially all 
of its income from the licensing and turning 
to account of musical compositions. The 
rights to exploit such ‘compositions are ac­
quired by license, some from related persons 
and some from unrelated persons. Corpora­
tion E, through its own staff of employees 
located in country X, maintains and oper­
ates an office at which is located its own staff 
o f managerial, technical, administrative, and 
sales employees. The technical staff trans­
lates the,lyrics into the language of country 
X  or creates new and different lyrics if the 
original lyrics are unsuitable in such lan­
guage or do not appeal to the tastes of the 
people of country X; the staff then prepares 
musical arrangements of the composition. 
The sales force has professional copies of the 
musical product printed for distribution to 
professional users; and, in many instances, 
popular copies printed for sale to the public,
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the sales force also advertises the musical 
composition, promotes its use by artists, or­
chestras, radio and television stations, and 
phonograph recording companies. Although 
some o f its income is derived from the sale of 
sheet music, the bulk of its income is from 
its membership in the performing rights 
society of country X  (from which E Cor­
poration could not derive full benefit were 
it not incorporated in country X ) and from 
royalties resulting from sales of records. 
Corporation E, by its staff of managerial, 
technical, administrative, and sales em­
ployees located in country X, maintains and 
operates an organization in such country 
which is continually engaged in the business 
of marketing such compositions. Since such 
organization is substantial in relation to the 
royalties received by E Corporation from the 
licensing of such musical compositions, such 
royalties are derived in the active conduct of 
a trade or business for purposes of section 
954(c)(3)(A).,

* * * * *
(Sec. 7805 of the Internal Revenue Code of 
1954, 68A Stat. 917; 26 U.S.C. 7805)

[F.R. Doc. 64-4900; Piled, May 14, 1964;
8:52 a.m.]

DEPARTMENT OF HEALTH, EDU­
CATION, AND WELFARE

Food and Drug Administration 
E 21 CFR Part 15 1

INSTANTIZED FLOURS AND INSTANT 
BLENDING FLOURS

Notice of Proposal To Establish Defi­
nition and Standard of Identity
Notice is given that a petition has 

been filed by General Mills, Inc., and the 
PiUsbury Company, both of Minneapolis, 
Minnesota, proposing the establishment 
of a definition and standard of identity 
for instantized flours and instant blend­
ing flours^ The petitioners now hold 
temporary permits to market-test prod­
ucts deviating from the standards of 
identity for flour, enriched flour, bro- 
mated flour, and enriched bromated flour 
(21 CFR 15.1, 15.10, 15.20, 15.30), be­
cause in each instance the flour particles 
have been aggregated as granules too. 
large to comply with the particle-size 
specification in the standards. Grounds 
set out in the petition are that market 
tests have shown that these flours have 
substantial consumer advantages. The 
advantages claimed are that the modified 
flours pour faster and cleaner, disperse 
easily in liquid, can be measured more 
accurately, and contribute to more con­
sistent baking results.

The petition proposes that a new sec­
tion be added to Part 15, Subpart A, as 
follows:

8 15.25 Instantized flours, instant blend- 
ing flours; identity; label statement 
of optional ingredients.

ir/8«  Ins ântized flours, instant blend- 
ours are foods each of which 

nf £0n2* k° fke definition and standard 
tf and is suhject to the require- 

f04.r k'kel statement of optional in­
gredients prescribed for a kind of wheat

flour by §§15.1, 15.10, 15.20, or 15.30, 
except that each such flour has been 
modified by further processing in which 
a number of the individual particles have 
been combined into agglomerates, as a 
result of which the granulation specifica­
tion of the standard, which was originally 
met, is no longer fulfilled and the prod­
uct thus produced will all pass through a 
No. 20 mesh U.S. standard sieve (840- 
micron opening) and no more than 20 
percent will pass through a No. 200 mesh 
U.S. standard sieve (74-micron opening) .

(b) The name of each kind of instan­
tized flour, instant blending flour, is the 
word “instantized” or the words “ instant 
blending,” followed by the name of the 
particular kind of flour that is prescribed 
in the. definition and standard of identity 
therefor.

Pursuant to the provisions of the Fed­
eral Food, Drug, and Cosmetic Act (secs. 
401, 701, 52 Stat. 1046, 1055, as amended 
70 Stat. 919, 72 Stat. 948; 21 U.S.C. 341, 
371) and in accordance with the author­
ity delegated to the Commissioner of 
Food and Drugs by the Secretary of 
Health, Education, and Welfare (21 CFR 
2.90; 29 F.R. 471), all interested persons 
are invited to submit their views in writ­
ing regarding the proposal published 
herein. Such \Sews and comments 
should be submitted, preferably in quin- 
tuplicate, adressed to the Hearing Clerk, 
Department of Health, Education, and 
Welfare, Room 5440, 330 Independence 
Avenue SW., Washington, D.C., 20201, 
within 30 days following the date of pub­
lication of this notice in the Federal 
Register.

Dated: May 11,1964.
J. K. K irk,

Assistant Commisisoner for Operations.
]P.R. Doc. 64-4865; Plied, May 14, 1964;

8:49 am-]

DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service

[ 7 CFR Parts 1001, 1006, 1007, 1014, 
1015 1

[Docket Nos. AO-14 A-35, AO-203 A-17, AO- 
204 A-17, AO-302 A-9, AO-305 A-9]

MILK IN CERTAIN NEW ENGLAND 
MARKETING AREAS

Recommended Decision; Notice of Ex­
tension of Time for Filing Exceptions
Pursuant to the provisions of the Agri­

cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900), notice is hereby 
given that the time for filing exceptions 
to the recommended decision with re­
spect to the proposed amendments to the 
tentative marketing agreements and to 
thé orders regulating the handling of 
milk in tiie Greater Boston, Springfield, 
and Worcester, Massachusetts, South-

eastem New England, and Connecticut 
marketing areas, which was issued April 
20, 1964 (29 F.R. 5583 and 5838), is 
hereby extended to and including June 1, 
1964.

Signed at Washington, D.C., on May 12, 
1964.

Clarence H. G irard, 
Deputy Administrator, 

Regulatory Programs.
[P.R. Doc. 64-4870; Piled, May 14, 1964; 

8:50 a.m.]

FEDERAL AVIATION AGENCY
[14  CFR Part 507 1
[Reg. Docket No. 5048]

AIRWORTHINESS DIRECTIVES
Boeing Models 707 and 720 Series 

Aircraft
The Federal Aviation Agency has under 

consideration a proposal to amend Part 
507 of the regulations of the Adminis­
trator to include an airworthiness di­
rective for Boeing Models 707 and 720 
Series aircraft. There have been several 
instances of failure of the air condition­
ing bay access doors. These failures 
have been attributed to improper latch­
ing and excessive wear of the hinges. 
To correct this condition, this AD re­
quires inspection of the air conditioning 
access doors, repair or replacement if the 
doorframes are found cracked, and re­
placement of defective hinges with new 
hinges.

Interested persons are invited to par­
ticipate in the making of the proposed 
rule by submitting such written data, 
views, or arguments as they may desire. 
Communications should identify the 
regulatory docket number and be sub­
mitted in duplicate to the Federal Avia­
tion Agency, Office of the General 
Counsel, Attention: Rules Docket, 800 
Independence Avenue SW., Washington, 
D.C., 20553. All communications re­
ceived on or before June 15, 1964, will be 
considered by the Administrator before 
taking action upon the proposed rule. 
The proposals contained in this notice 
may be changed in the light of comments 
received. All comments will be avail­
able, both before and after the closing 
date for comments, in the Rules Docket 
for examination by interested persons.

This amendment is proposed under the 
authority of sections 313(a), 601, and 
603 of the Federal Aviation Act of 1958 
(72 Stat. 752, 775, 776; 49 U.S.C. 1354(a ) , 
1421, 1423).

In  consideration of the foregoing, it 
is proposed to amend § 507.10(a) of Part 
507 (14 CFR Part 507), by adding the 
following airworthiness directive:
Boeing. Applies to Models 707 and 720 Series 

aircraft.
Compliance required as indicated.
As a result of several incidents involving 

loss of air conditioning bay access doors, 
accomplish the following:

(a) Within 550 hours’ time in service after 
the effective date of this AD, unless accom­
plished Within the last 2,500 hours’ time in 
service, and at intervals thereafter not to
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exceed 3,050 hours’ time in service from the 
last inspection:

(1) On all Models 707 and 720 Series air­
craft, inspect for lobe wear the five hinges 
on the left and right-hand air conditioning 
bay access doors and the mating hinges lo­
cated on the bottom of the fuselage between 
fuselage Stations 620 and 820.

(2) Remove any hinges that have lobe 
wall thicknesses less than 0.030 inches and 
replace^ with new hinges of the same part 
number or an PAA-approved equivalent 
hinge, before further flight.

(3) On aircraft Serial Numbers 17586 
through 17619, 17623 through 17626, 17628 
through 17652, 17658 through 17673, 17675 
through 17684, 17692 through 17706, 17718 
through 17720, 17722 through 17724, 17903 
through 17905, 17907 through 17909, 17925 
through 17927 and 18013, visually inspect the 
air conditioning bay access doorframes and 
the hinges thereon for cracks around the 
rivets attaching the hinges to the door. Be­
fore further flight, replace cracked hinges 
with hinges of the same part number or an 
PAA-approved hinge, and if the doorframes 
are cracked, either replace the doors with 
new doors or repair them in a manner ap­
proved by the Aircraft Engineering Division, 
PAA Western Region.

(b ) The inspections specified in (a) (3) 
may be discontinued when reinforcement 
plates and bolts are added to the access doors 
in accordance with Paragraph 3, Modification 
Data, o f Boeing Service Bulletin No. 879, 
dated July 8, 1960, or an PAA Western Re­
gion, Aircraft Engineering Division, approved 
equivalent.

(c ) Upon request of the operatorpan FAA 
maintenance inspector, subject to prior ap­
proval of the Chief, Aircraft Engineering Di­
vision, PAA Western Region, may adjust the 
repetitive inspection intervals specified in 
this AD to permit compliance at an estab­
lished inspection period of the operator if 
the request contains substantiating data to 
justify the increase for such operator.

(Boeing Service Bulletin No. 879 pertains 
to this same subject.)

Issued in Washington, D.C., on May 8, 
1964.

W. L loyd  L ane , 
Acting Director, 

Flight Standards Service.
[F.R. Doc. 64-4836; Piled, May 14, 1964;

8:46 a.m.]

[ 14 CFR Part 507 1
[Reg. Docket No. 5049]

AIRWORTHINESS DIRECTIVES
Pratt & Whitney JT4A Series Turobjet 

Engines
The Federal Aviation Agency has un­

der consideration a proposal to amend 
Part 507 of the regulations of the Ad­
ministrator to include an airworthiness 
directive for Pratt & Whitney Aircraft 
JT4A Series turbojet engines. There 
have been instances of high compressor 
rotor failures attributable to excessively 
worn 15th stage exit vane and shroud 
assemblies. To correct this condition, 
this AD requires inspection of the 15th 
stage exit vane and shroud assemblies 
and repair or replacement of any parts 
found defective.

Interested persons are invited to par­
ticipate in the making of the proposed 
rule by submitting such written data, 
views, or arguments as they may desire. 
Communications should identify the 
regulatory docket number and be sub­

mitted in duplicate to the Federal Avia­
tion Agency, Office of the General Coun­
sel, Attention: Rules Docket, 800 Inde­
pendence Avenue, SW., Washington, 
D.C., 20553. All communications re­
ceived on or before June 15, 1964, will 
be considered by the Administrator be­
fore taking action upon the proposed 
rule. The proposals contained in this 
notice may be changed in the light of 
comments received. All comments will 
be available, both before and after the 
closing date for comments, in the Rules 
Docket for examination by interested 
persons.

This amendment is proposed under 
the authority of sections 313(a), 601, 
and 603 of the Federal Aviation Act of 
1958 (72 Stat. 752, 775, 776; 49 U.S.C. 
1354(a),1421,1423).

In  consideration of the foregoing, it is 
proposed to amend § 507710(a) of Part 
507 (14 CFR Part 507), by adding the 
following airworthiness directive:
Pratt & W h itney . Applies to all Model 

JT4A Series turbojet engines.
Compliance required as indicated.
To preclude high compressor rotor failures 

resulting from excessively worn 15th stage 
exit vane and shroud assemblies P/Ns 368731, 
397213, 415508, 422825, and 422885, accom­
plish the following:

(a ) For 15th stage exit vane and shroud 
assemblies with 2,600 or more hours’ time in 
service since the last engine overhaul, within 
the next 600 hours’ time in service after 
the effective date of this AD unless already 
accomplished or unless previously overhauled 
in accordance with paragraph (d ), accom­
plish the inspection of paragraph (c ) . .

(b ) For 15th stage exit vane and shroud 
assemblies with less than 2,600 fou rs ’ time 
in service since the last engine overhaul, 
prior to the accumulation of 3,200 hours’ time 
in service since last engine overhaul unless 
already accomplished or unless previously 
overhauled in accordance with . paragraph
(d ) , accomplish the inspection of paragraph
(c ).

(c ) Inspect the 15th stage exit vane and 
shroud assemblies both inner and outer 
shrouds for excessive vane slot wear, loose 
or displaced vanes and broken welds, using 
an inspection procedure approved by the 
PAA Engineering and Manufacturing Branch, 
Eastern Region. Replace or repair weld any 
15th stage exit vane and shroud assemblies 
before further flight i f  any of the following 
limits are exceeded:

(1) Radial looseness (as defined in the 
Pratt & Whitney Aircraft JT4A Overhaul 
Manual P/N 384887, Inspection Section 72- 
3-7, page 301) of any of the primary or sec­
ondary vanes due to slot wear and/or broken 
welds shall not exceed 0.015 inch.

(2) Axial looseness (as defined in the Pratt 
& Whitney Aircraft JT4A Overhaul Manual 
P/N 384887, Inspection Section 72-3-7, page 
301) of any of the primary or secondary vanes 
due to slot wear and/or broken welds shall 
not exceed 0.075 inch.

(3) Total ‘ lengthwise displacement or 
movement of any o f the primary or secondary 
vanes shall not exceed 0.075 inch.

(d ) A t the time of next engine overhaul, 
replace all 15th stage exit vane anct shroud 
assemblies which are worn beyond the limits 
in the Pratt & Whitney Aircraft JT4A Over­
haul Manual P/N 384887, Inspection Section 
72-3-7, page 301. In addition, repair weld 
all primary and secondary vanes of the 15th 
stage exit vane and shroud assemblies in 
accordance with the applicable instructions 
contained in the Pratt & Whitney Aircraft 
JT4A Overhaul Manual P/N 384887, Repair 
Section 72-3-7, page 401. This repair weld 
applies to both new and used serviceable

vanes and shroud assemblies regardless of 
vane slot condition. An equivalent repair 
weld procedure approved by the PAA En­
gineering and Manufacturing Branch, East­
ern Region, may be incorporated.

Note: T o facilitate inspection of vanes, an 
appropriate length of one quarter inch wood 
dowel, sloted at one end, may be used to 
grasp and move the vane in each direction. 
Feeler stock of appropriate thickness at­
tached to the end of soft metal rod may be 
used to measure the amount of slot wear.

(Pratt & Whitney Aircraft letter to op­
erators of JT4A engines dated February 21, 
1964, covers the same subject.)

Issued in Washington, D.C., on May 8, 
1964.

W. L loyd  L ane, 
Acting Director, 

Flight Standards Service.
[P.R. Doc. 64-4837; Piled, May 14, 1964;

8:46 am .]

[14  CFR Part 507 1
[Reg. Docket No. 50£0]

AIRWORTHINESS DIRECTIVES
General Dynamics Model 240 Series 

Aircraft
The Federal Aviation Agency has under 

consideration a proposal to amend Part 
507 of the regulations of the Adminis­
trator to include an airworthiness direc­
tive for General Dynamics Model 240 
Series aircraft. There have been in­
stances of a malfunction .occurring when 
the unprotected cabin supercharger dis­
connect circuit faulted, resulting in an 
electrical fire in the cabin pressurization 
console. To correct this condition, this 
AD requires modification of the aircraft 
fire extinguisher circuits to provide cir­
cuit protection and incorporation of an 
alternate emergency power circuit.
* Interested persons are invited to par­
ticipate in the making of the proposed 
rule by submitting such written data, 
views, or arguments as they may desire. 
Communications should identify the 
regulatory docket number and be sub­
mitted in duplicate to the Federal Avia­
tion Agency, Office of the General Coun­
sel, Attention: Rules Docket, 800 In­
dependence Avenue, SW., Washington, 
D.C., 20553. All communications re­
ceived on or before June 15, 1964, will 
be considered by the Administrator be­
fore taking action upon the proposed 
rule. The proposals contained in this 
notice may be changed in the light of 
comments received. All comments will 
be availabler both before and after the 
closing date for comments, in the Rules 
Docket for examination by interested 
persons. .

This amendment is proposed under tne 
authority of sections 313(a), 601 and 60o 
of the Federal Aviation Act of 1958 W  
Stat. 752, 775, 776; 49 U.S.C. 1354(a), 
1421,1423). .. ..

In  consideration o f the foregoing, it * 
proposed to amend § 507.10(a) of Far 
507 (14 CFR Part 507), by adding tne 
following airworthiness directive: 
G en e r a l  D y n a m ic s . Applies to all Model 240 

Series aircraft. \
Compliance required within 500 h 

time in service after the effective date of
ATT ivnip.QR o l r p a d v  a c co m D lis I ie d ..
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A fault in an unprotected cabin super­

charger disconnect circuit caused an electri­
cal fire in the cabin pressurization console on 
the copilot’s side. To prevent recurrence of 
this incident provide the following circuit 
protection:

Modify the aircraft fire extinguisher cir­
cuits, cabin pressure dump solenoid circuit 
and emergency compressor shutoff valve cir­
cuit to provide circuit protection and incor­
porate an alternate emergency power circuit 
and a normally-off test light in accordance 
with Convair Service Engineering Report 
No. 240-24 dated January 3, 1964, with 
revision “A” dated March 9, 1964, or an PAA 
Western Region Engineering approved 
equivalent.

(Convair Service Engineering Report No. 
240-24 pertains to this same subject.)

Issued in Washington, D.C., on May 8,
1964.

W . L loyd  L ane , 
Acting Director,

. Flight Standards Service.
[FR . Doc. 64-4838; Piled, May 14, 1964; 

8:46 a.m.]

INTERSTATE COMMERCE 
COMMISSION

[ 49 CFR Part 192 ]
[Ex Parte No. MC-40]

DRIVING OF MOTOR VEHICLES
Qualifications and Maximum Hours 

of Service of Employees of Motor 
Carriers and Safety of Operation 
and Equipment
In the matter of an extension of time 

in which written statements containing 
data, views, or arguments may be sub­
mitted and the matter of motor vehicles 
required to stop at railroad grade cross­
ings under proposed § 192.10 contained 
in the notice of proposed rule making of 
March 27, 1964 (29 PJR. 4814).

At a session of the Interstate Com­
merce Commission,. Motor Carrier Board 
No. 2, held at its office in Washington, 
D.C., on the 7th day of May, A.D. 1964.

The matter of driving of motor ve­
hicles under the Motor Carrier Safety 
Regulations prescribed by order of April 
14, 1952, being under consideration; and 

It  appearing, that § 192.10(a) (4) (iv) 
and one provision of § 192.10(a) (5) were 
omitted from the text of the order of 
March 27, 1964, pertaining to stopping 
at railroad grade crossings, and 

Upon consideration of the record in 
the above-entitled proceeding and good 
cause appearing therefor;- 

I t  is ordered, That § 192.10(a) (4) (iv) 
be added to the text of the order of 
March 27, 1964, and that § 192.10(a) (5) 
of the order of March 27, 1964, be 
amended, as follows:
§ 192.10 Railroad grade crossings; stop­

ping required.
(a) * * *
(4) Every motor vehicle which in ac­

cordance with the Commission’s regu­
lations is required to be marked or 
placarded with. one of the following 
markings:

* * * * *
(iv ) Chlorine.
(5) Every carga tank, whether loaded 

or empty, used for the transportation of 
any dangerous article as defined in the 
regulations of the Commission or for the 
transportation of any liquid having a 
flash point below 200° F., as determined 
by a Standard Method of Test for Flash 
Point of the American Society for Test­
ing and Materials, 1916 Race Street, 
Philadelphia, Pennsylvania, 19103.

♦ * * * *
I t  is ’further ordered, That the time 

limit for statements filed in connection 
with the notice of proposed rule making 
concerning §§ 192.10 and 192.11 of March
27,1964, by the Commission, Motor Car­
rier Board No. 2, be, and it is extended 
from May 7, 1964, to June 30, 1964.

By the Commission, Motor Carrier 
Board No. 2.

[ seal] H arold D. M cCo y ,
Secretary.

[P.R. Doc. 64-4857; Filed, May 14, 1964;
8:47 a.m.]



Notices
FEDERAL POWER COMMISSION

[Docket No. G-12193 etc.]

SOCONY MOBIL OIL COMPANY, INC.
Order . Approving Rate y Settlement

Proposal, Terminating Proceedings
and Prescribing Refunds

May 5,1964.
There is before us for consideration a 

Motion for Approval of Settlement Pro­
posal and Termination of Proceedings 
filed on March 30, 1964, by Socony Mobil 
Oil Company, Inc., Docket Nos. G-12193, 
et al.,1 G-12401 (Socony), encompassing 
the rates for 223 of Socony’s currently 
effective FPC Gas Rate Schedules. Com­
ments have been filed by some of the 
parties to these proceedings, all of which 
have been given due consideration. In 
summary, the settlement proposal as filed 
by Socony provides:

(1) Settlement rates, including tax 
reimbursement, equal to or less than the 
Commission’s applicable area ceilings' 
with four exceptions hereinafter dis­
cussed;

(2) Socony waives the right to file 
for contractually authorized increased 
rates until April 1,1969, for Rate Sched­
ule Nos. 24 and 69 and January 1, 1967, 
for the remainder of the rate schedules. 
Socony reserves the right to file for any 
increased rates, if contractually author­
ized, up to the applicable area-rate levels 
established by any order or rule of the 
Commission, or to file for any contrac­
tually authorized increase in tax reim­
bursement;

(3) Socony would waive any favored 
nation and price redetermination clauses 
contained in Rate Schedule Nos. 8, 9, 10, 
12, 13, 14, 21, 27, 28, 45, 47, 49, 53, 57, 73, 
77, 78, 81, 83, 87, 96, 99, 118, 130, 136,s 
143, 178, 212, 213, 224, 225, 270, 271, 275, 
285, and 296 and additionally would waive 
the periodic pricing provisions in Rate 
Schedule Nos. 65,84, and 138.

(4) Refunds, with interest at the ap­
plicable rates, under rate schedules where 
collection was made subject to refund, 
of the difference between the revenues 
actually collected and those which would 
have been collected at the settlement 
rate, in each instance, commencing with 
December 1,1962, to the date of issuance 
of this order for all of Socony’s rate 
schedules, and in addition for the period 
April 1, 1960 to December 31, 1961, for 
Rate Schedule Nos. 275 to 306, inclusive, 
where collection was made subject to re­
fund.

(5) Exclusion from the settlement 
proposal of all Permian Basin sales, fif­
teen sales related to previous offers of 
settlement accepted by the Commission; 
seven sales to other producers whose re­
sale rates are under suspension; and 
those matters relating to Rate Schedule 
No. 16, together with its pending section

1The additional dockets Involved herein 
are set forth in Appendixes A, B, and C below.
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4(e) rate increase dockets (G-12201 and 
G-17526) .*

In  support of its proposal, Socony 
states that the settlement rates, refunds, 
moratorium periods and other provisions 
thereof, not specifically noted herein, are 
in the public interest in that they are 
reasonable and will provide price stabil­
ity for a long period of time for natural 
gas moving in interstate commerce.

With respect to refunds, the parties to 
the settlement conferences utilized cost 
of service studies and revenues based on 
contract rates to determine Socony’s rev­
enue-cost relationship. These studies 
indicate that it is appropriate that we re­
quire that refunds should be computed 
for sales made on and after December 
1,1962. Socony proposes, as noted above, 
that such general refunds be made up to 
and including the date of issuance of this 
order. Additionally, studies made by the 
parties showed that as to Rate Schedule 
Nos. 275 to 306, inclusive, where collec­
tion was made subject to refund, we 
should require refunds from April 1, 
1960, to December 31, 1961. Applicable 
interest shall be paid on all of the refunds 
through March 31, 1964. Such refunds 
will be approximately $12,000,000 inclu­
sive of interest. Socony’s future reve­
nues will be decreased approximately 
$5,600,000 annually as a result of the 
settlement. ••

Settlement rates which are exceptions 
to the applicable area ceilings are pro­
posed by Socony for two sales of natural 
gas made by it to United Gas Pipe Line 
Company (United) in South Louisiana 
and for two sales to Cities Service Gas 
Company (Cities) in the Oklahoma Pan­
handle and the State of Kansas.

The two sales to United are made un­
der Socony’s FPC Gas Rate Schedule Nos. 
24 and 69 from the Iowa and Cameron 
Meadows fields, Louisiana. Prior to 1958, 
these sales were made under ten-year 
contracts which were about to expire. 
On May 26, 1958, Socony and United re­
negotiated and amended the contracts 
to provide for twenty-year terms, and 
Socony dedicated substantial additional 

■ reserves, which resulted in increased an­
nual deliveries to United under these 
contracts.® The current rates for gas 
sold under the renegotiated contracts are 
20.55 cents per Mcf under Rate Sched­
ule No. 24 and 20.25 cents per Mcf under 
Rate Schedule No. 69. The proposed 
settlement rate under each rate schedule 
is 17.0 cents per Mcf. Thè proposed set­
tlement rates, therefore, exceed the in­
creased rate ceiling, but are below the 
initial rate ceiling. In view of the above

2 Socony does not pfopose a settlement 
of the Section. 4(e). proceedings involving 
Bate Schedule No. 16, or the termination of 
any refund obligation thereunder but will 
supersede the existing rate of 23.55 cents per 
Mcf with a rate of 17.0 cents per Mcf to be 
effective April 1, 1964, subject, however, to 
the Section 4 (e) rate proceedings.

3 United was represented and actively par­
ticipated in the settlement negotiations 
herein.

circumstances surrounding these sales, 
we find the settlement rates of 17.0 cents 
per Mcf to be proper and approve the 
same.4

The other two exceptions to the appli­
cable area ceiling involve two sales to 
Cities in the Oklahoma Hugoton Field 
(Rate Schedule No. 283) and the Kansas 
Hugoton Field (Rate Schedule No. 3) 
from shallow horizons in each of said 
fields. The presently effective rates un­
der Rate Schedule Nos. 3 and 283 are 14 
cents and 15 cents per Mcf respectively. 
Subsequent to the negotiation of the con­
tracts for the sales of gas from the shal­
low horizons, deeper productive horizons 
were discovered in each field. When the 
currently effective rates under Rate 
Schedule Nos. 3 and 283 were renegoti­
ated, Socony committed, by separate con­
tracts, the deep gas reserves which had 
been discovered under a éubstantial 
amount of the acreage covered by the 
original rate schedules. The commit­
ment of the deep horizons in the Kansas 
Hugoton was approximately 100,000 
acres (Rate Schedule No. 262) and ap­
proximately 58,000 acres in the Okla­
homa Hugoton (Rate Schedule No. 304). 
The currently effective rates under Rate 
Schedule Nos. 262 and 304 are 16 cents 
and 17 cents per Mcf, respectively. Con­
sideration of all the circumstances sur­
rounding these sales, and the interde­
pendence of the currently effective rates 
for.the shallow gas with the dedication 
of the deep gas reserves, causes us to be­
lieve them similar to others where we 
have considered such a unique situation 
to warrant exceptions to the applicable 
area ceiling, Cities Service Production 
Company, et al., Docket Nos. G-9510, et 
al., 28 F.P.C. 1114, order issued December 
26, 1962. Therefore, we find the pro­
posed settlement rates of 13.0 cents per 
Mcf to be proper for these four sales and 
approve the same.

As set forth above, Socony proposes to 
waive the favored nation, price redeter­
mination and periodic price provisions 
in certain of its rate schedules and pro­
poses settlement rates for said rate 
schedules in accordance with the Second 
Amendment to the Commission’s State­
ment of General Policy No. 61-1, issued 
December 20, 1960, 24 FPC 1107, and the 
Seventh Amendment thereto, issued No­
vember 27, 1963,----- FPC grr—. How­
ever, said amendments each specifically 
provide for the elimination of such pro­
visions except for those instances where 
specified periodic price provisions are 
substituted by amendment. ' Therefore, 
we hereby require Socony to comply with 
said amendments by eliminating the 
favored nation, price redetermination

4See: Shell Oil Co., et al., Docket Nos. 
G—9446, et al., 28 P.P.C. 257; Gulf Oil Corp.. 
et al., Docket Nos. G-9520, et al., 29 F.P-O- 
837; and Sinclair Oil & Gas Co., Docket not.
G-9291, et a l . , ____F P C ------ . order issued
July 1, 1963, for similar circumstances where 
exceptions to the applicable area cei i S 
were granted.



Friday, May 15, 1964 FEDERAL REGISTER 6409

and periodic price provisions from those 
rate schedules where it merely proposes 
waiver.®

The settlement proposal also includes 
rates for which issuance of related per­
manent certificates is pending; some of 
which are for deliveries presently being 
made under temporary authority.9 The 
certificate applications in Docket Nos. G - 
17777, CI61-271, CI62-603 and CI62-998 
involve upward Btu price provisions, and 
are presently consolidated for hearing in 
the proceedings, in Sunray DX Oil Com­
pany, et al., Docket Nos. G-4281, et al., 
relating to the Btu adjustment provi­
sions. Accordingly, the matter of the 
issuance of permanent certificates should 
be determined in such proceedings, and 
not through the abridged hearing 
procedure.  ̂ v  ̂ V

We propose to set the remaining pend­
ing certificate applications for abridged 
statutory hearing in accordance with sec­
tion 7 of the NaturaT Gas Act, indicating 
that the settlement rates, as provided for 
herein, shall be the initial price. Certain 
of such applications also contain Btu ad­
justment provisions and are presently 
consolidated with the proceedings in Pan 
American Petroleum Company, et al., 
Docket Nos. G-19417, et al.7 We shall 
condition the certificates to be issued in 
those proceedings so that the initial 
price, including tax reimbursement, shall 
not exceed 17 cents per Mcf at 14.65 psia 
for Docket No. CI61-1281 (insofar as it 
covers acreage in the Oklahoma Pan­
handle) and 15.0 cents per Mcf at 14.65 
psia for the remainder of the dockets; the 
allowances for take-or-pay provisions in 
the related rate schedules are subject to 
the ultimate disposition with respect to 
such provisions in the rule making pro­
ceeding in Docket No. R-199; however, 
Socony will not be required to file take- 
or-pay provisions for less than 80 percent 
of the annual quantity dedicated under 
each rate schedule; the allowance for 
any Btu adjustment provision in the re­
lated rate schedules shall be subject to 
the ultimate disposition with respect to 
such provision in the rule making pro­
ceeding in Docket No. R-200; and in 
Docket No. CI61-1024 the Btti adjust­
ment provision shall operate above or 
below 1,000 Btu per cubic foot as speci­
fied in the temporary certificate issued 
July l, 1961, as modified by the Com­
mission’s letters of September 14, 1961 
and Navemberl7,1961.

Two other rate schedules among such 
Pending applications also contain Btu 
adjustment provisions8 and are not con­
solidated in either the Sunray DX or 
the Pan American proceedings. The 
certificates issued in those proceedings 
shall be conditioned to make such Btu 
adjustment provisions subject to the 
u timate disposition in the rule making 
Proceeding in Docket No. R-200.

n Exhibit A to the appendix t<
Socony states that it propose 
such provisions from the sut 

thf> ratller than to merely “wa
a to file under such provisions.
See Appendix B below.
See Appendix C below.

Nos nC1l ^ ents to certificates in Do «os. 0-12480 and 0-14223.

On April 29, 1964, The Public Service 
Commission of the State of New York 
(PSC) filed its opposition to the settle­
ment proposal. PSC notes Socony’s 
statement that our approval of the set­
tlement will result in an annual reduction 
in Socony’s rates of approximately $5.6 
million and in refunds of approximately 
$12.0 million, but, PSC states that a 
meaningful evaluation of the amounts 
cannot be made without knowledge of 
the amount of monies collected subject 
to refund and retained under the settle­
ment, and the annual amount of rate 
increases which will be effected under 
the settlement. Further, PSC states 
that its past acquiescence in rate settle­
ments “ is necessarily premised upon our 
reliance on the scrutiny which such set­
tlements receive from the Commission 
and its staff” , and that it believes such 
scrutiny should not be hampered by the 
lack of the information it cites.®

The principles underlying the present 
settlement are consistent with those uti­
lized in previous major independent pro­
ducer rate settlements. The rates herein 
agreed upon are consistent with the 
guideline prices set forth in our State­
ment of General Policy 61-1, as amended. 
Refund dates are determined by utilizing 
cost of service studies prepared in ac­
cordance with prior Commission deci­
sions, with full refunds above the set­
tlement rates required from the date on 
which the conferees fix as that upon 
which the producer’s unit revenues ex­
ceed the unit costs so determined. On 
this basis Socony’s proposed refund of 
$12,000,000 will constitute approximately 
45 percent of amounts collected above 
the settlement rates, subject to refund, 
and the reduced rates of $5,600,000 an­
nually will constitute disallowance of 
approximately 55 percent of the in­
creased rates currently being collected 
in section 4(e) proceedings.

In addition to these matters, we con­
sider the fact that a reduction in rates 
is required in connection with a sale not 
subject to a section 4 proceeding (So­
cony’s Rate Schedule No. 164) and that 
Socony has assured a period of rate 
stability through a moratorium on above 
ceiling increased rate filings until at 
least January 1, 1967.

Our action herein should not be con­
strued. as constituting approval of any 
future rate increases, if any, that may be 
filed under the subject rate schedules, 
and is without prejudice to any findings 
or order of the Commission in future pro­
ceedings, including area rate or similar 
proceedings, involving Socony’s rates and 
rate schedules.

9 In its response to tbe settlement proposal 
filed by PSC in Texaco Inc., et al., Docket 
Nos, G-8969, et al., PSC stated that it had 
never been a signatory or Joined in any set­
tlement agreement or proposal but rather 
was a. “silent bystander” . Consistent with 
that position PSC was not represented in 
the settlement conferences which resulted 
in the proposal filed by Socony herein. How­
ever, all relevant information, including 
that referred to in PSC’s motion, is made 
available to the conferees and will be made 
available upon request of any party to the 
proceedings whether it attends the confer­
ences or not.

The Commission finds: The proposed 
settlement of the subject proceedings on 
the basis described herein, as more fully 
set forth in the Settlement Proposal filed 
on March 30, 1964, is in the public in­
terest, and it is appropriate in carrying 
out the provisions of the Natural Gas 
Act, that it be approved and made ef­
fective as hereinafter ordered, and good 
cause exists for approving the settlement 
rates, for severing and terminating cer­
tain proceedings and providing for re­
funds.

The Commission orders:
(A ) The settlement of these proceed­

ings on the basis of the settlement pro­
posal, filed by Socony on March 30,1964, 
is approved and made effective subject 
to the terms and conditions herein.

(B) The applicable settlement rates 
set out in Appendix A  below are ap­
proved, and such rates shall be effective 
as of May 1,1964.

(C) The settlement rates approved 
herein shall be applicable during the 
moratorium period herein provided for 
to all sales of natural gas from all acre­
age dedicated as of the date of issuance 
of this order under each of the rate 
schedules currently on file with the Com­
mission whether such sales are made by 
Socony, its successors or assigns.

(D) The pending certificate proceed­
ings set out in Appendix B below shall 
not be terminated on the basis of the 
approval of the settlement proposal, but 
shall be determined after hearing in 
accordance with section 7 of the Natural 
Gas Act and the terms and conditions 
of this order.

(E) Within 60 days from the date of 
this order, Socony shall make such filings 
under its rate schedules as are required 
to make èffective the terms of the set­
tlement proposal.

(F) Within 60 days from the date of 
this order, Socony shall (1) refund with 
interest as specified in each docket com­
puted to March 31, 1964, the difference 
between the rates collected subject to 
refund and the related settlement rates, 
on and after December 1, 1962 to the 
date of this order for all of such of So­
cony’s Rate Schedules, and for the pe­
riod between April 1,1960 and December 
31, 1961 for Rate Schedules Nos. 275 to 
306 inclusive where the rates were col­
lected subject to refund, and (2) report 
to the Commission, in writing, the 
amount of refunds made to each of its 
purchasers showing separately the 
amount of principal and interest so paid, 
and the bases used for such determina­
tion, together with releases from its pur­
chasers showing receipt of the refunds in 
conformity with the settlement proposal 
as approved herein.

(G ) Upon full compliance by Socony 
with all the terms and provisions of this 
order, the section 4(e) proceedings, ex­
cept those related to Rate Schedule No. 
16 listed in Appendix A below, and the 
section 5(a) proceedings in Docket Nos. 
G-12401, shall terminate.

(H ) Upon termination of the section 
4(e) proceedings listed in Appendix C 
hereto, in accordance with Paragraph 
(G ) above, said proceedings shall be 
severed from the consolidated proceed-
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ings in Docket Nos. AR61-2, AR64-1, and 
AR64-2, respectively.

(I ) This order is without prejudice to 
any findings or orders which have been 
or may be made hereafter by the Com­
mission, and is without prejudice to

claims or contentions which may be made 
by Socony, the Commission staff, or any 
affected party hereto, in any proceedings 
now pending, including area rate or simi­
lar proceedings, or hereafter instituted 
by or against Socony or any other com-

A P P E N D IX  A

Socony M obil On. Company, I nc.

D ocket N o. G-12193, et al .

CERTIFICATED RATE SCHEDULES AND/OR 4(e) DOCKETS 

Texas R .R .  D is trict N o . IS

panies, person or parties affected by 
this order.

By the Commission.
[ seal] Joseph  H. G utride,

Secretary.

R.S. Field Purchaser Certificate docket 4(e) docket Last firm 
rate »

Rate In effect * Settlement 
rate »

23 G-11917........... — 8.6088 8.6088 8.6088
6.66376
9.5169

14.6

31 0 —1*1989 b 7.59624 b 7.59624
39 0-11989 9.5169 9.5169
43 G-11996___ .*......... 14.6 14.6
50 Helen Gohlke 0-11944 __ R I 63-337........ 14.3733 14.8733 14.6
51 G-11958................ R I 63-337............. 13.8733 14.3733 14.1
59 G-11952'. .............. 12.1848 12.1848 12.1848
65 G-12006 ..... .......... G-17334................ 10.80887 bb 15.3333 « hh is. o
72 G-12097 ................ R I 63-337............. - 13.8733 14.3733 14.1
96 G-12086 ........ ....... G-17332................ 11.02818 15.3333 «14.6

243 C l 61-189 ............. 14.0 14.0 14.0
287 G-7650............. 7.596 7.596 7.596
321 C l 63-558............. 14.0 14.0 14.0
331 0-1852 . 7.017964 7.017964 7.017964

Texas R .R .  D is tric t N o .  S

28 0-11934................ G-17332................ 13.49751 16.16947 «14.6
49 G-11943____ _____ G-17333................

0-20211 13.2782 bb 16.16947 « bb 14.6
62 G-11997................ 11.48832 11.48832 11.48832

139
275

G-13943................ 15.192 15.192 15.192
G-7637................. G-16857................ 13.49751 16.16947 «14.6

334 C l 63-1423_______ 14.0 14.0 14.0

Texas R .R .  D is tr ic t N o . 4

G-11913............... G-19892................
RT fiO-292 12.12268 17.24347

G-11936-.............. G-19892................
RT 60-292 12.12268 ' 17.24347

G-11951_________ G -1 9 8 9 2 . . .___
RT 60-292 12.12268 17.24347

G-11950........... — G-19891-..............
RT 60-293 . 12.12268 17.24347

G-11955-.............. G-20344................ 11.1056 13.41667
G-I1954........... . G-19891...............

RT 60-293 12.12268 17.24347
G-11947................ G-19892...............

RT 60-292 12.12268 17.24347
G-12082-.............. G-19891...............

R I 60-293............. 12.12268 17.24347
G-12083.............. G-19892...............

RT 60-292 12.12268 17.24347
do . ___ G-12084................ G-19891...............

RT 60-293 .12.12268 17.24347
G-12081................ G-19891...............

R I 60-293........... . 12.12268 17.24347
G-12657................ G-16620............ .

G-19660................
RT 61-113
RT 62-112 . .
RT 64-226 14.4 15.2

G-12688................ 14.6 14.6
G-13275........... 9.7672 9.7672
G-15270-.............. G-20344............... 12.1152 14.41667
G-11946............... G-19892................

R I 60-292............. 12.12268 17.24347
G-7648.................. 7.696 7.596

Alftad G-8832.................. 11.1056 11.1056
G-7640-................ G-19325___ ______

RT 60-264 — "12.12268 17.24347
C l 63-464............ 8.89088 8.89088
C l 63-466........ 14.6 14.6
C l 63-470............. 10.8231 10.8231
C l 63-1299............ 16.0 16.0

21

27

45

47

52
53

67

81

83

84 

87

123

124
134
162
178

286
288
296

318
319
320 
332

Texas R .R .  D is trict N o . 6

« 14.6

«14.6

«14.6

«14.6 
«14.0 '

«14.6

«14.6

«14.6

«14.6

• 15.0

«14.6

• 14.4
14.6 
9.7672

H4.0

«14.6 
l * 8.0346 

11.1056

«14.6
'8.89088
14.6 
10.8231 
16.0

G-11937................ 10.8876 10.8876
G-11960................ 11.6232 11.6232
G-11998................ 14.6 14.6
G-11986................ 7.5378 7.5378
G-11945.............. . 12.0768 12.0768
G-12000................ 11.394 11.394
G-12092................ 11.6288 11.6288
G-12085................ R I 60-216.............. 13.5 14.4248
G-12431................ 10.8876 10.8876
G-12584................ 10.8876 10.8876
G-12585................ 10.8876 10.8876
G-12586................ 10.8876 10.8876

Carthage_______ ____ ____________ __ .......do............................................. G-12587................ 10.8876 10.8876

33 
36 
42 
44 
56 
64 
95 
99 

106
107
108
109
110
See footnotes a t end o f table.
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Soconx M o bil O il  Co m pan y , I nc .— Continued 

certif icated  batb  SCHEDULES and/or 4 (e )  dockets— continued 

T e x a s  R .R .  D i s t r i c t  N o .  €— Continued

K.S. Field * Purchaser Certificate docket 4(e) docket Last firm 
rate »

Rate in effect * Settlement 
rate »

121
136
205
255

United Gas.... . . G-12656 .. 10.8876 
13.1
10.8876 
12. 5541

10.8876 
14.1
10.8876 
12.5541

10.8876 
d 14.1

10.8876 
12.5541

Natural Gas___  . _ ........... G-13543........ R I 63-342
United Gas___ G-20252__

Lassater___________________________ Arkansas Louisiana________________ C l 61-903.......

Texas R .R .  D is trict N o . 9

*181 Natural Gas....  ..................... ...... G-16393.. . RT 61-268
R I 64-324............. 13.25 14.25 p 14.5 

14.49190 Big Mineral Creek_________________ Lone Star Gas_____ ______ ________ G-18731___ 14.49 14.49

Texas R .R .  D is trict N o . 10

11 Prairie_____ . . . . . . . . Panhandle Eastern_______________ G-11870 RT 62-189 16.0 17.0 16.0*54 Panhandle.__________ “ __ ______ _ ____ do________________ ______ G-11948 RT 61-274
R I 64-410..-..___ 11.0 11.0 J 11.0125 Perryton__________________________ Northern Natural__________________ G-12718........... 16 5

137 Parnell and Northrop______________ ____ do_____________________________ G-13826__
145 Panhandle________________________ Shamrock Oil &  Gas G-14910..
154 ......do_____________________________ Phillips Petroleum.. ......... G-14914__
185 Quinduno_____________. . . . . . . . ____ Natural Gas_ ....... G-18276 RT 61-559
221 Perryton . . .  . . .  . „ Northern Natural____ _ C l 60-168... 16 6
239 Feldinan-Tonkawa . ........ Transwest.em _ _ ...... G-16367—.......... 1 7 ! 0
245 West Panhandle..................... Natural Gas C l 61-188... 12 2
251 East Panhandle ... .. C l 61-801 9 .0 9Ì0 9.0

South Louis iana Onshore

1 Gum C ove____  _! ...... ¡G-11985 G-12193
G-13437
G-16691
G-19649
R I 61-113
R I 62-112
R I 64-209.............

Chalkley__________________ .__ 17.5 20.3 17.52 G-11956 G-12193
G-13437
G-16691
G-19649
R I 61-113
R I 62-112
R I 64-209.............18 Cameron___ . . . . . . . . . 17. 5 20.3

19.75
20.55
20.90

4 17.5 
19.76 
17.0 

, 15.5

American Louisiana G-11912 19.75 
11.047 
11.4417

24 Iowa___________ United Gas________________ G-11918 i
37 Bearhead Creek... Trunkline Gas__________________ G-11987 RT 62-15341 Clear Creek___ G—11953 G-14068

G-17622
G-20343
R I 60-422.............Hurricane Creek...___ 17.7 23.5

15.5 
20.25

17.7
15.5
17.0

46 G-11941 15.5
10.74769

141
Cameron Meadows, et al. . United Gas_________________ G-11995 . Q-15411
Thomwell...... . 0 —14225 G-19649 

R I 61-113 
R I 62-112 
R I 64-209.............164

165 
229 
258 
16

Main Pass Blk. 46 18.7 20.3 
22.0 
17.9 
22.375
23.3

4 18.7
21.25 
17.9 
20.375
20.25

Southern Natural._____ __________ G-12362 22.0
17.9
20.375
20.25

Cowpen Creek. Trunkline Gas_____________________ G-16307 .North West Oberlin United Gas_____ __________________ C l 60-311 RT 63-412Gibson... OT 61—1122
West Gueydan_____ 0-12004 G-12 2 0 1

G-17526__ _____ _ 10.29715 23.55 ee

South Lou is iana Offshore

Eugene Island___ United Gas__ _________________ G-12005 10.0472 10.0472

N o rth  Louisiana

Monroe  ___ ....
Cotton Valley.
North Ruston__
Delhi.............. ..................— '
Lisbon..
Sligo___i i i i i i " " "  •—
Monroe... 1 " r
----do......" " I I I ! ! ! ! ! ! ! ! ! ! ! ” ” ! '* '
.....d o ..III !! ! ! !" !" !! ” ”
North Ruston___ ” ”
East Lisbon .
Carterviile...... "  .............
Calhoun..__  "  ----
Lisbon..."!"” " '  ' —
Colquitt..""!” " ! ! !  "

Soiiy R id ge ...!!"" !!!" '!

United Gas____ ..._____ .______ _
___ do___ %_____ _____________ _
Arkansas Louisiana____ ;________
Texas Eastern-!....___________ ...
United Gas.......________ T......
..__ do___ ___ 1______ !.. ._______
___ do____________ ...____ _____
___ do___ _______ ....__________

Arkansas Louisiana___.__________
Texas Gaä.._______  .....
___ do__________ _______________
___ do..._______: ..._____________
United Gas______ ____________ _
Arkansas Louisiana______________
___ do .......__________________ _
American Louisiana__ __________
___ do__ ...__________ ■_________

G-11938........ . . . . .
G-12002....______
G-12001................
G-12098-...............
G-12588................
G-12589...............
G-12590. ____ ____
G-12591................
G-12592................
G-12594................
G-16522........ .......
G-17955................
G-19289...............
C l 60-657.............
C l 60-588......... .
G-13335___ ____ _
G-13889................
C l 61-254.........
C l 61-264..........

11.0 
13.05076 

b 14.75 
15.4763 
11.2432 
11.7762 
11.0 
11.0 
11.0 
11.0 
13.27 

«  18.25 
»  18.25 

18.75 
12.5252 
13.454 
13.479
18.5
18.5

11.0 
13.05076 

- t> 14.75 
15.4763 
11.2432 
11.7752 
11.0 
11.0 
11.0 
11.0 
13.27 

ü 18.25 
«  18.25 

18.75 
12.5252 
13.454 
13.479
18.5
18.5

11.0 
13.05076 

i> • 15.25 
15.4763 
11.2432 
11.7752 
11.0 
11.0 
11.0 
11.0 

• 13.72 
«  18.25 
«  18.25 

18.75 
12.5252 
13.454 

-13.479
18.5
18.5

See footnotes at end e f table.
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Spoony Mobil Oil^ Co m pan y , I nc.— Continued 

c e r t if ic a t e d  Kate  SCHEDULES and/or 4 (e )  dockets— continued

Mississippi

R.S. Field Purchaser Certificate docket 4(e) docket Last firm 
_  rate »

• - - S '
Rate in effectn Settlement 

rate »

120 Pistol Ridge_______________________ 0-12654 (1-20070 20.126 
*» “■> 8.1857

23.0
“ 20.0

20.0
• “  18.025613S Gwinville__________________________ G-12094 .. G—14277

Oklahoma-Panhandle

*22 Keyes____ __________ ______________ G-11915 G-17331 15.0 16.0
—

63 Camrick . G-11999 G-12229 
G-14615 
G-17938 
R I 60-167 
R I 61-387 
R I 62-344 16.0 17.2 16.088 ____ do____ ____ ____ ______ _____ do „ _____ G-12093 G-13195 
G-14725 
G-17938 
R I 60-167 
R I 61-387 
RT 62-344 . 16.0 17.2

13.0
16.0 
16.0
15.0
16.0
17.0
16.0 
16.0

15.0 
16.5
37.0 
16.8
11.0

v 16.0 
12.0
15.0
15.0
15.0
15.0 

«17.0
15.0
16.0

15.0 
. 16.5 
¡Ü  17.0

16.8
11.0

100 South Glenwood___________________ Cities Servine Gas. _ ....... 0-12102 R I 62-225 12.0
15.0
15.0
15.0
15.0
17.0

*105 Southwest Camp Creek____________ Northern Natural G-12364....... R I 62-238
*128 Northeast Gate Lake_______________ ____do_____________________________ 0-12821 R I 62-499 .
*129 Mocane___________________________ Colorado Interstate ............... G-12840_______
*140 Keyes_____________________________ 0-14223... G-17721
170 Láveme___________ à_________ '_____ 0-13324..............

*189 Beaver____________________________ G-18617........... R I 62-499 15.0
16.0

15.0 
10.5
17.0

219 Woodward and Northeast Wood- Cities Servine Gas C l 60-81

223
ward.

Unnamed____ _____________________ C l 60-217___ . . . .
234 Beaver . _ . _ _ _ _. ___ C l 60-589 .
240 West Shattuck_____________________ 0-16368
244 Southeast Camriek. ........... . _ . C l 61-187.—. 16.8

11.0267 Guymon-Hugoton_________________ Cities Servine Gas C l 61-1705............
283 Guymon-Hugoton (Shallow)_______ ____ do____________ !.._______ _____ _ 0-7645 ___ . G-13062........... .

R I 61-422 _______ 10.85349 
9.8262

‘ 15.0
12.0

‘ 13.0
11.0284 Guymon-Hugoton*_________________ Northern Natural . 0-7646 G-16896................

295 l .averne . _____ 0-17047 17.0 17.0 «17.0
301 Guymon-Hugoton (Deep)_. _ Panhandle Rastern................... ... 0160-252 17.0 17.0 • ga 17.0
303 Guymon-Hugoton . ........... 0-7647 11.0 11.0 11.0
324 Northeast Tvanhoe C l 63-742.............. 17.0 17.0 17.0

Oklahoma— Other SSH

8 Cruse, Doyle and Katie .... .. 0-11864 RT 60-130
R I 64-324............. 11.0 16.8 »11.6

» 0-11863 R I 60-140 ...........
R I 64-313-............ 9.0 14.8 »10.6

10 G-11867 ........... R I 61-84 . .
R I 64-609............. 8.0 12.35 «9.6

12 G-11866................ RieO-141............. 11.0 16.8 f i t  6
13 0-11860 R I 61-85 .

RT 64-608 8.0 12.35 »9.6
14 0-11868 R I 60-141.............

R I 64 325............. 11.0 16.8 I n i. ò
34 0-11059 G-14118.............. 10.0 20.0 11.0
73 G-12090............... R I 61-85

R I 64-608............. 8.0 12.35 1*9.6
75 0-12103 _ ...... 10.5 10.6 10.5
77 0-12087 _________ R I 60-139............. 11.0 16.8 »11.6
78 0-12089 _________ R I 61-85

R I 64-608.............. 8.0 12.35 1*9.6
118 0-12323 ____ _ R I 60-141

RT 64-555 11.0 9.0 1 bb 11.6
130 G-12861................ R I 60-139............ . 11.0 16.8 *11.6
143 G-14324................ R I 60-139..............

RT 64-543 11.0 16.8 * cc li. 6
153 G-14913—........ . 6.0 6.0 6.0
165 Skelly Oil 0-14012__________ 8.5 8.6 ■ 8.5

*168
186

G-16296................ 15.0 15.0 I  15.0
0-18122_______ 6.0 6.0 6.0

188 G-18495................ 12.0 12.0 12.0
220 CT 60-107________ 6.0 6.0 | i 6.0
222 OT 60-182 »13.0 »  13.0 »  13.0
224 CT 60-244____  - R I 61-86 1*9.6RT 64-608 8.0 12.35
225 OT 60-243________ R I 60-216............. 11.0 16.8 * 11.6 

11.0 
12.0 
11.6 
12.0
15.0
15.0 
16. Ö
15.0

247
273

0-16266................ 11.0 11.0
OT 62-230________ 12.0 12.0

285 G-7649................L. G-20209.............. . 11.0 16.8
289 0-0080 0-19153_________ 12.0 13.0
305 OT 61-1308 15.0 16.0
333 C l 63-234..._____ 15.0 15.0
338 OT 64-394 15.0 15.0
339 C l 63-1300 15.0 15.0

Oklahoma— Carter K n o x

G-20226-............. 16.8 
16.8

16.8
16.80-18008 ___ ____

See footnotes a t end of table.
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Socony M obil Oi l  Co m pan y , I nc .— Continued 

cbbtificatbd  BATH schedules  an d/ob 4 (e )  dockets— continued 

K an tas

R.S.

3
4
5
6 
15 
32 
71 
85 
89 

*93

*94

*94

122
156
158
179
180 
183 

*233 
248 
261 
272 
281 
282 
284 

*290 
299 
306 
326 
340

Field Purchaser Certificate docket 4(e) docket Last firm 
rate »

Bate in effect »

G-11742........... B I 61-506 . 11.0 
12.0 
12.0 
12.0 

“  11.0 
“ 9.0 
12.0 
11.0 
10.7195

15.0

15.0

15.0
12.0
14.0
12.0 
12.0 
16.0 
12.0 
11.0 
11.0 
12.0
13.0
10.0 
8.0

11.0
15.0
11.0 
16.0
7.8

12.5

114.0
13.0
13.0
13.0
11.42915
15.0
17.0
11.0
14.5

16.0

16.0

16.0
13.0
15.0
17.0
13.0
16.0
13.0
12.5
11.0 
12.0
13.0 

“  16.75 
“ 15.0

12.0
15.0
11.0 
16.0 
15.0
12.5

0-11862................ 0-20300 .....
Hardtner and Driftwood___________ do_ _ 0-11861 0-20301

G-11860 G-20301 . .
G-11894................ G-18108..............

Northern Natural__________________ G-11940................ B I 60-178..............
_ __ do... _ _ _ _ G-12099-.............. B I 61-200..............
____ do________________________ ____ 0,12100
Cities Service Gas_________________ G-12101-.............. B I 63-392...........

G-12096................ 0-17331

.......do.— .......... .............................. G-12095................
B I 64-410..............
0-17331 ____

.......do...... ........................... ............ G-12904.............. *
B I 64-410..............
0-17331

G-12656...........
B I 64-410..............
G-20300 ...

0-15182 B I 62-238.............
0-14959 B I 61-258 . .
0-17638 B I 61-528............

Colorado Interstate________________ 0-17777 B I 64-410..............
G-17948................ 0-20300
C l 60-587.............. B I 64-410-.
0-12728

Cities Service Gas.... _ .. C l 61-1413............
C l 62-77...............
0-7642 0-15451
G-7643 ................ G-15451 ..
0-7646 0-16896 .......

Adams Ranch. ............ 0-13207
G-7644.............

Hugoton (Kismet)____ ____________ C l 62-362..............
Hugoton.. _____ ________ ___________ C l 63-670.............. B I 60-198..............
Syracuse_________ _________________ Kansas Nebraska ........................ C l 64-286..............

New  M ex ico— San J uan

Settlement 
rate *

u  13.0
12.0
12.0
12.0
11.0
11.0
12.0
11.0
11.0

« 15. O'

*■ 15.0

»15.0
12.0
14.0
12.0
12.0

«16.0
12.0

»11.0
11.0
12.0
13.0
11.0
11.0
11.0
15.0
11.0
16.0
11.0 
12.6

38 JicarUla Area______________________ ; El Paso_____ _____ ________________ G-11984................ 12.0433 12.0433 w 12.0433
B I 64-109..............
B I 64-486............. 13.0 13.0469 «13.0

166 Bisti________ ______ G-16379 ....... B I 64-90
B I 64-496............ 13.0 13.2175 « 13.0

199 Blanco___________ G-19842 ............. B I 64-90 .
B I 64-488............. 11.0 12.2008 12.0433

200 G-19843 . B I 64-90

314
B I 64-496............. 12.0 13.2008 «13.0

San Juan Basin .. ............ .. do C l 62-1521............ B I 64-90
B I 64-270 
B I 64-496............. 13.0 13.2175 «13.0

Colorado

216 Piceance Creek___  . " 0-10167 11.0 11.0 11.0313 Ignacio........... ....... C l 62-1620 BT 64-461 13. Ò 14 n 13 0311 Piceance Creek_______ CT 62-1187 -10.0 n io il io329 San Juan__________ C l 63-975 B I 64-528 13.0 13 0307 Piceance Creek______ 0-10495 11.0 11.0 I lio

W yom ing

212 Big Horn_____i ___ _ Montana Dakota__________________ 0-2584 pp 11.65 pp 11.65 
11.65 
8.5

pp dd 13.6154 
4413.6154 

8.5
213 Sand Creek.. G-6030 ... 11.65214 Garland_______ G-12115 8.5216 Tip Top. G-10145 G-16710

B I 61-65..............217 Hogsback............ 15.0 18.5 “ “  15.0
G-10525 G-16710 

BT 61-65270
271

Big Horn____
0-16298 15.0 18.5
C l 62-25 . pp 11.65 

PP1L65 
13.0

pp 11.65 
pp 11.65 
»»13.0 

16.0

pp dd 13.6154 
pp 4d 13.6154 
»»»»13.0 

15.0

ÖI 01-1330298
335

Alkala Creek. Mountain Fuel. ...... nr 6 1 -1 8
state Line Unit C I 63-669 15.0

Utah

218 Aneth___ G-14245 . 17.7 17.7
—

bas« mdicated, all rates are expressed in cents per Mcf at a pressure
and TTtah L£Sla’ ®*<*Pt in Louisiana, Colorado, New Mexico, Mississippi, Wyoming 
psia au J htes are expressed in cents per Mcf at a pressure base of 15.021
some nf tvJ1V ” .mcIude applicable tax reimbursement, and certain rates (including 

“ ReL i f  ®®ttlement rates) are subject to B TU  adjustment.
• at a Pressure base of 16.7 psia.

Periodie o L u '  eliminate the favored nation, price redetermination and future 
d Soconvmtnv PfovlsI°ils to qualify for" rate not to exceed 15.0 cents per Mcf. 

contraet tn ‘ eliminate the favored nation and price redetermination provisions in
• Rat» “ y f°r contract rate not to exceed 14.6 cents per Mcf.

Psia) i? 15-2® cents per Mcf at 16.7 psia (13.72 cents per Mcf at 15.025
t t  Commission on 3-6-64 to be effective 4-26-64.

Qualifv far *1+., enmmate the favored nation and price redetermination provisions to 
« Settled1? to ?:iceed H-6 cents per Mcf. 

hydration and gatherin'6C* a contractual deduction of 1.25 cents per Mcf for de-

hydrationfen  ̂ra** suhiect to a contractual deduction of .25 cents per Mcf for de>

i This Docket covers sales both from the Oklahoma Panhandle and the Kansas 
areas.

i 4(e) Docket relates to suspended rate of 7.86624 cents per Mcf which was collected 
under undertaking from 12-12-60 through 10-31-62. Present rate-of 11.0 cents per 
Mcf was accepted on 11-1-62. Bate increase to 12.54 cents per Mcf suspended- in 
Docket B I 64-410.

k Settlement rate and rate in effect includes 2 cents per Mcf contractual service 
charge fo r gathering and delivery.

1 Bate in effect includes 3 cents per Mcf contractual service charge for gathering and 
compression.

m Bate is at a pressure base of 16.4 psia.
» Socony will eliminate the future price escalation provisions in contract to qualify 

or rate of 15.0256 cents per Mcf.
° Bate increase to 15.6 cents per Mcf suspended-in Docket B I 64-226.
p Bate increase to 15.25 cents per Mcf suspended in Docket B I 64-324.
« Bate increase to 21.1 cents per Mcf suspended in Docket B I 64-209.
r Bate increase to 17.9 cents per Mcf suspended in Docket B I 64-324.
• Bate increase to 15.9 cents per Mcf suspended in Docket B I 64r-313.
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* Rate increase to 13.175 cents per Mcf suspended in Docket R I 64-609.
* Rate increase to 17.0 cents per Mcf suspended in Docket R I 64-410.
»  Rate increase to 13.5 cents per Mcf suspended in Docket R I 64-410.
»  Low Pressure gas rate not subject to 4(e) proceeding.
* High Pressure gas rate subject to 4(e) Dockets. Rate increase to 14.0505 cents per 

M c f suspended in Docket R I 64-486.
y Rate increase to 14.2343 cents per Mcf suspended in Docket R I 64-496.
* Rate increase to 13.175 cents per Mcf suspended in Docket R I 64-608.
»»  Rate increase to 14.0 cents per Mcf suspended in Docket R I 64-528.
•>*> Rate increase to 16.8 cents per Mcf suspended in Docket R I 60-141. Contract 

amended effective 7-25-63 to provide lower delivery pressure and rate of 8 cents per 
M cf and which was increased to 9 cents per Mfc effective 1-1-64. Rate increase to 
12.35 cents per Mcf filed on 1-3-64 and suspended in Docket R I 64-555.

•• Rate increase to 17.9 cents per M cf suspended in Docket R I 64-543.
<>d Rate increase to 15.384 cents per Mcf filed on 1-27-64. -Socony proposes to 

delete favored nation provisions to qualify for rate of 13.6154 cents per Mcf.
«  Socony did not propose a settlement rate for this Rate ' Schedule or the termi­

nation of any refund obligation under the pending Section 4(e) proceedings there­
under. Socony proposes to file for a rate of 17.0 cents per Mcf to be effective 4-1-64 
and which rate will be subject to a Section 4(e) rate proceeding.

«  The parties agreed on a rate of 17.0 cents per Mcf plus contract BTU adjustment. 
However, under the arrangement between Socony and others and Buyer, a gas" 
products-plant was constructed on the main line field lateral of Michigan Wisconsin 
with the plant owners compensating Michigan Wisconsin for the reduction in BTU 
and gas volume due to processings The arrangement here is that the net cost to 
Michigan Wisconsin at the discharge of the plant cannot exceed 17.0 cents per-Mcf.

*« The settlement rate consists of 11.0 cents per Mcf for price of gas plus service 
Charge of 2.0 cents per M cf for gathering and compression. 

hh Rates are subject to 0.21931 cent deduction for dehydration.
•M Settlement rate includes. 0.5 cent at 16.7 psia (0.4386 cent at 14.65 psia) additional 

compensation forgathering by Seller as provided in the contract.
a Base rate is 16.5 cents plus tax reimbursement of 1.75 cents for high pressure gas 

and 0.875 cent for low pressure gas.
kk Rates are subject to 0.5«ent deduction for gas requiring compression by purchaser, 
u Rates are subject to 0.75 cent deduction for dehydration. 
mm Base rate is 17.5 cents plus 1 cent for gas delivered at 860 psig.
»»  Base rate is 8.1857 cents at 16.7 psia, low pressure gas subject to deduction of .5 

cent.
oo Rate is 13.0 cents for sweet gas and 10.0 cents for sour gas. 
po Rate subject to applicable contract deduction for compression.
* Rate subject to upward BTU  adjustment.

A P P E N D IX  B

Socony M obil Oil Company, Inc. 

Docket No. G-12193, et al.

PENDINO CERTIFICATE APPLICATIONS

Texas R .R .  D is tr ic tN o . t

R.S. Field Purchaser Certificate docket Date of 
contract

Initial price • Settlement 
rate •

206
264
327
328

G-18386— ____ ____________ 2-18-59 17.0 15.0
G-18385............................ - 2-18-59 17.0 15.0

Lone Star Gathering..____ __________ C l 63-874____ ______ : ------- 12-10-62 12.0 12.0
C l 63-875__________________ 12-10-62 18.0 16.0

Texas R .R .  D is trict N o . S

263 G-18384........ ........... . 2-18-59 17.5 150

Texas R .R .  D is trict N o . 4

G-11950........... ........... ....... 6-14-60 15.0952
G-11947______________ ____ 7- 8-60 16.0952

____ do............ ................ ............. ...... C l 60-653.................—....... - 3-25-60 17.24347
do_______________________ _______ C l 60-653............................ 9- 1-62 16.0

____ do..........................-..................... C l 63-465............— .........- 1-15-62 17.24347

Texas R .R .  D is trict N o . 6

C l 63-172.................- — - 4-15-62 150 150
—

Texas R .R .  D is trict N o .  10

0-43826.................... -......... 8-28-61 16.0
G-16367...................... -....... 3- 3-61 17.0
¿r ;

N orth  Louisiana

250 East Blackburn. Texas Qas. C l 61-735. 9-26-60 k18.25 k 18.25

South Louis iana— Onshore

16-26 West Gueydan. Transcontinental Gas. G-12004. 1-27-60 23.55 <»)

Oklahoma Panhandle

•129-3
•140-2
170-5

232
246
274
304

•310
*322

Mocane__________________
Keyes..----- I_~.--------------
Láveme________--:---------
Ellis County Area_____ —
Mocane.^________________
Láveme------- . -------------
Guymon Hugoton (Deep).
Mocane..._____________—
Cedardale_______________

Colorado Interstate—
___ .do.___________ .. .
Michigan Wisconsin.., 
Transwestem Pipeline. 
Panhandle Eastern.... 
Michigan Wisconsin..
Cities Service Gas____
Colorado Interstate... 
Michigan Wisconsin..

G-12840...
G-14223__
G-13324__
G-18726__
C l 61-271.. 
C l 62-603- 
C l 61-1327. 
C l 62-998.. 
C I 61-1281.

5- 26-60 
4- 8-59
6- 26-60 
4- 1-59 
7-13-60 
9-19-60 
3- 1-61 
1-15-62 
1-18-61

15.0
16.0
17.0
17.0
17.0
17.0 

4 17.0
17.0
17.0

15.0
16.0 

»17.0
B  17.0

• 17.0 
• »17.0
113.0
• 17.0
• 17.0

Oklahoma— Other

*266
*322

*322-3
*322-7

323
*325

333-3

C l 61-1024......... .......... ....... 10- 1-60 
1-18-60 
6-11-62 
3-26-63 
9-14-62 

10-25-60 
12-20-63

15.0 
150
15.0
15.0
15.0
15.0 
150

Michigan Wisconsin_________________ C l 61-1281.................. .......
C l 61-1281....... ............. ......

____ do___________________ . . . . . . . . . — C l 61-1281_________________
C l 63-615.................-.........-

Panhandle Eastern_____ ____________ C l 61-1244....................— -
Arkansas Louisiana_________________ C l 63-234............................

>16.0 
► 15.0 
1.15.0 
>15.0
• 15.0
• 15.0 
150

See footnotes a t end o f table.
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Socony Mobil Oil  Company, I nc.— Continued 

PENDING CERTIFICATE APPLICATIONS---Continued

K a m a »

R.S. Field Purchaser Certificate docket Dateof Initial price t Settlement
contract rate t

4-3 Medicine Lodge_______________ _____ _____________ Cities Service Gas________ 1- 5-60
1- 7-59 
8-15-60
2- 1-61

13.0
16.0 
11.0

f 16.0

*180 Greenwood____________________________________ . 13* 0
248-1 Hu go ton___________________________________________ Panhandle Eastern_______ G—127̂ 8 • 16.0

262 Hugoton (Deep)...................................................... . Cities Service Gas_____ OI 81—1405 h 13.0

Colorado

313-2
313-3
313-4

Ignacio, San Juan Basin_________________ ____ El Paso________________ 8-13-62
0-27-62

11-12-62

13.0
13.0
13.0

13.0
13.0
13.0

____do______________ ___________ ______ _____ v .
...... do....................... ........... .................................

W yom ing

213-7
214r-3
215-7

217-11

Sand Creek........... .......... ...................... 10- 4-60 
5-25-60 
3-22-58 

10-4-61

11.65
7.5

15.0
15.0

>> 13.6154 
8.5

15.0
15.0

Garland____________________________________
Tip Top______________________________ j________ El Paso____________
Hogsback________ _____ _________ _______

• Unless otherwise Indicated, all rates are expressed in cents per Mcf at a pressure 
base of 14.66 psla, except in Louisiana, Colorado, New Mexico, Mississippi and 
Wyoming, where the rates are expressed in cents per Mcf at a pressure base of 15.025 
psia. All rates include applicable tax reimbursement, and certain rates (including 
some of the settlement rates) are subject to B TU  adjustment.

b Rate increase to 15.384 cents per Mcf filed cm 1-27-64. Sooony will eliminate the 
favored nations provisions to qualify for rate of 13.6154 cents per Mcf.

• Set for hearing in Sunray D X  Oil Company, et al., proceedings in Docket No 
G-4281, et al.

a Initial rate includes contractual gathering and delivery charge of 2.0 cents per 
Mcf for associated gas and contractual gathering and delivery charge of 1.0 cent per 
Mcf for non-associated gas.

•Set for hearing in Pan American-Petroleum Corporation, et al.. proceedings in 
Docket No. 0-19417, et al.

• Initial rate includes contractual service charge of 3.0 cents per Mcf for gathering 
wia compression on casinghead gas produced from oil wells and for gas produced 
from gas wells connecte' i to Sooony’s gathering system.

i *®®ttlement rate consists of 11.0 cents per Mcf for price of gas plus service charge 
of 2.0 cents pot Mcf for gathering and delivering associated gas and service charge of
1.0 cent per Mcf for gathering and delivering non-associated gas.

k Settlement rate consists of 11.0 cents per Mef for price of gas plus service charge 
of 2.0 cents per Mcf for gathering and compression.

• The partiM agreed on a rate of 17.0 cents per Mcf plus contract B TU  adjustment. 
However, under the arrangement between Socony and others and Buyer, a gas prod­
ucts plant was constructed on the main line field lateral of Michigan Wisconsin with 
the plant owners compensating Michigan Wisconsin for the reduction in B TU  and 
gas volume due to processing. The arrangement here is that the net cost to Michigan 
Wisconsin at the discharge of the plant cannot exceed 17.0 cents per Mcf.

‘ Socony did not propose a settlement rate for this Rate Schedule. Socony proposes 
to file for a rate of 17.0 cents per Mcf to be effective 4-1-64 and which rate will be 
subject to a refund condition.

-i B^ .  Si® 1?-6 .cents plus tax reimbursement of 1.75 cents for high pressure gas and 0.875 cent for low pressure gas.
•Rate subject to upward B TU  adjustment.

A P P E N D IX  C

Socony M obil On. Company, Inc. 

Docket N os. G-12193 et al.

Docket N o. G-12401

4(e) Dockets 
consolidated 
with Docket 
No. AR61-2

4(e) Dockets 
consolidated 

. with Docket 
No. AR64-1

4(e) Dockets 
consolidated 
with Docket 
No. AR64-2

7(c) Dockets 
consolidated 
with G-16760

7(c) Dockets 
consolidated 

with CI62-508

7(c) Dockets 
consolidated 
with G-18077

7(c) Dockets 
consolidated 

with <1-19417, 
et al.

G-12193 \
G-13437
G-14068
G-15410
G-15411
G-16691
G-17622
G-19647
G-20343
R 160-422
RI60-113
RI6I-441
RI62-112
RI62-153
RI63-412

G-12229
G-13062
G-13195
G-14615 ■
0-14725
G-15451
G-16896
G-17331
G-17721
0-17938
G-18108
G-19153
RI60-167
RI60-178
RI60-198
RI61-200
RI61-258
RI61-274
RI61-387
RI61-422
R 161-506
RI61-528
RI61-559
RI62-189
R 162-225
RI62-238
R 162-344
RI62-499
R 163-392

G-16857
G-17332
G-17333
G-17334
G-19325
G-19891
G-19892
G-20211
R 160-264
RI60-292
R 160-293
RI61-113
RI62-112
RI63-337
R 164-226

G-18385 
G-18386 
CI63-874 
CI63-876

CI63-172 G-18384 CI61-1024
CI61-1281
CI61-1281

amendment
CI61-1281

amendment
CI61-1244
CI63-615

[F.R.Doc. 64-4720; Filed,May 14,1964; 8:45a m ]
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[Docket Nos. R I64-716, etc.]

PEARL G. CAMPBELL ET AL.
Order Providing for Hearings on and 

Suspension of Proposed Changes 
in Rates 1

M ay 6, 1964.
The Respondents named herein have 

filed proposed increased rates and 
charges of currently effective rate sched­
ules for sales of natural gas under Com­
mission jurisdiction, as set forth in Ap­
pendix A hereof.

The proposed changed rates and 
charges may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful.

The Commission finds: I t  is in the 
public interest and consistent with the

Natural Gas Act that the Commission 
enter upon hearings regarding the law­
fulness of the proposed changes, and that 
the supplements herein be suspended 
and their use be deferred as ordered 
below.

The Commission orders:
(A ) Under the Natural Gas Act, par­

ticularly sections 4 and 15, the regula­
tions pertaining thereto (18 CFR Ch. I ) , 
and the Commission’s rules of practice 
and procedure, public hearings shall be 
held concerning the lawfulness of the 
proposed changes,

(B) Pending hearings and decisions 
thereon, the rate supplements herein are 
suspended and their use deferred until 
date shown in the “Date suspended 
until” column, and thereafter until

A ppendix “ A ”

made effective as prescribed by the Nat­
ural Gas Act.

(C) Until otherwise ordered by the 
Commission, neither the suspended sup­
plements, nor the rate schedules sought 
to be altered, shall be changed until dis­
position of these proceedings or expira­
tion of the suspension period.

(D) Notices of intervention or peti­
tions to intervene may be filed with the 
Federal Power Commission, Washing­
ton, D.C., 20426, in accordance with the, 
rules of practice and procedure (18 CFR 
1.8 and 1.37(f)) on or before June 15, 
1964.

By the Commission.
[ seal] Joseph  H. G utride,

Secretary.

Docket
No.

Respondent
Rate

sched­
ale
No.

RI64-716-— Pearl G. Campbell, 
c/o E. W. Camp­
bell, Lakin, Kans.

1

2
3

RI64-717.^ Pearl G. Campbell, 
etal.

4

Sup­
ple­

ment
No.

»3

Purchaser and producing area

Northern Natural Gas Co. (Hugoton 
Field, Kearny County, Kans.).

.do.

.do.
-do

Amount 
of annual 
increase

$4

Date
filing

tendered

i 4-6-64

» 4-6-64 
» 4-6-64 
»4-6-64

Effective
date

unless
sus­

pended

»5-7-64

»5-7-64
»5-7-64
»5-7-64

Date
sus­

pended
until—

10-7-64

10-7-64
10-7-64
10-7-64

Cents per Mcf

Rate in 
effect

* « 10.774

• « 10.596 
‘ *10.370 

“ •10.822 
‘  « 1» 10.893

Proposed
increased

rate

* “  » n.o

» “ 711.0 
» 4 S T 11.0 
*«»»11.0 
»«»»ll.o

Rate in 
effect 

subject to 
refund in 
docket 
Nos.

in Rates

1 Filing completed Apr. 20,1964. . ,
* The stated effective date is the first day after expiration of the required statutory 

notice.
* Renegotiated rate increase.
« Pressure base is 14.65 psia. , , . , .
* Respondent states that rates are subject to tax reimbursement, however, there 

are no taxes which apply and Respondent is not receiving any tax reimbursement.
‘  Includes base rate of 11.0 cents less downward Btu adjustment from 925 Btu s 

(Btu content of gas sold under Rate Schedules Nos. 1.2,3, and 4 is 906,891, 872, and 
910 (Campbell No. 1 Unit) and 916 (Moyer No. 1 Unit), respectively.

T h e  presently effective rate under Pearl 
G . Cam pbell and Pearl G . Cam pbell, e t al.
(both  referred to herein as C am p b ell), rate  
schedules is 11.0 cents per M cf subject to  a 
fu ll proportionate downward B tu  a d ju st­
m en t for gas containing less th a n  025 B tu ’s 
per cubic foot. No change is proposed in the
11.0 cents base prices. T h e subject filings 
am end th e contracts involved so as to elim i­
nate any reduction in  price for gas contain­
ing less th a n  925 B tu ’s.

Cam pbell has subm itted a list of th e B tu  
co n ten t o f  the gas for each of the u n its  in ­
volved obtained from  actual test d ata cover­
in g a  four year period. In  every instance  
th e  actual B tu  con ten t was below 925. T h e
11.0 cents rhinimum price for th e subject  
gas would be equivalent to rate's in  excess o f
11.0 cents for 925 B tu  gas. Under th e cir­
cum stances, we believe th a t the proposed
11.0 cents per M cf rate for th e in sta n t gas 
should be suspended because it  exceeds the  
area ceiling as s e t forth  in  the Com m ission’s 
S tatem en t of General Policy No. 61—1, as 
am ended (18 CFR , Ch. I, P art 2, 5 2,56) for 
gas of pipeline quality.

[FJR. Doc. 64r-4740; Filed, M ay 14, 1964;
8:45 a.m.]

» Rate not to be less than 11.0 cents per Mcfregardless ofBtu rontent (ha^drai Bta 
content of 906 891, 872 and 910 ana 916 under Rate Schedules Nos. 1,2, 3 ana 4, 
“ t iv^y .% ates are Equivalent to il.231 ^nts 1M20 cente 11.669 cents, and 
ii  iRi cents and 11 108 cents per Mcf, respectively, for 925 Btu gas.
1 ̂ Includes agreement datedFeb. 28, 1963, which eliminates d w i i m r i ^ f B t u  

ment based on 925 Btu gas and establishes rate of 11.0 cents per Mcf regardless of Btu 
content. - 

• Campbell No. 1 Uniti 
io Moyer No. 1 Unit.

[Docket Nos. RI64-733 etc.]

HASSIE HUNT TRUST ET AL.
Order Providing for Hearings on and 

Suspension of Proposed Changes
M a y  6, 1964.

1 Does n o t consolidate for hearing or 
dispose of the several m atters herein.

The Respondents named herein have 
filed proposed increased rates and 
charges of currently effective rate 
schedules for sales of natural gas under 
Commission jurisdiction, as set forth in 
Appendix A hereof.

The proposed changed rates and 
charges may be unjust, unreasonable, un­
duly discriminatory, or preferential, or 
otherwise unlawful.

The Commission finds : It is in the pub­
lic interest and consistent with the 
Natural Gas Act that the Commission 
enter upon hearings regarding the law­
fulness of the proposed changes, and that 
the supplements herein be suspended and 
their use be deferred as ordered below.

The Commission orders :
(A ) Under the Natural Gas Act, par­

ticularly sections 4 and 15, the regula-

tions pertaining thereto (18 CFR Ch. I), 
nnri the Commission’s rules of practice 
and procedure, public hearings shall be 
held concerning the lawfulness of the 
proposed changes. ’ '

(B ) Pending hearings and decisions 
thereon, the rate supplements herein are 
suspended and their use deferred untu 
date shown in the “Date suspended 
until” column, and thereafter until made 
effective as prescribed by the Natural Gas

(C) Until otherwise ordered by the 
Commission, neither the suspended sup­
plements, nor the rate schedules sought 
to be altered, shall be changed until dis­
position of these proceedings or expira­
tion of the suspension period.

(D) Notices of intervention or peti­
tions to intervene may be filed with w 
Federal Power Commission, Washington, 
D.C., 20426, in accordance with tneruie 
of practice and procedure (18 CFR u 
and 1.37(f)) on or before June 22, iw  •

By the Commission.

1 JOSEPH «¡gSSfi*.

1
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Appendix “A”

Rate Supple-
Purchaser and producing area

Amount Date
Effective

date Date
Cents per Mcf Rate in 

effect sub-
Docket No. Respondent Sched­

ule No.
ment
No.

of annual 
increase 

(decrease)

filing
tendered

unless
sus­

pended

sus­
pended 
until—

Rate in 
effect

Proposed
increased

rate

ject to re­
fund in 

docket Nos.

RI64-733— Hassle Hunt Trust 
(Operator), et al., 
700 Mercantile 
Bank Building, 
Dallas 1, Tex.

26 2 Natural Gas Pipeline Co. of Amer­
ica (Alta Loma Area, Galveston 
County, Tex.) (R.R. District No. 
3).

(Decrease) 
4 ($31,000) 

93,000

4- 6-64 »5 - 7-64 10- 7-64 • 7 20.0 » 4 419.0

RU64-734— 33 3 Natural Gas Pipeline Co. of Amer-. 
ica (Alvin City Area, Brazoria 
County, Tex.) (R .R. District No. 
3).

Natural Gas Pipeline Co. of Amer­
ica (Alta Loma Area, Galveston 
County, Tex.) (R .R. District No. 
3).

(Decrease) 
4 (3,600) 
10,600

4- 6-64 *6- 7-64 10- 7-64 47 20.0 * 4 419.0

RI64-735... Placid Oil Co. 
(Operator), et al., 
600 Beck Building, 
Shreveport. La.

23 2 (Decrease) 
4(26,000) 

78,000

4- 8-64 25-9-64 10-9-64 ‘ 7 20.0 » 4 « 19.0

2 The stated effective date is the first day after expiration of the required statutory 
notice.

* Pressure base is 14.6* psia.
i A decrease under the amount presently being collected but an increase above the 

amount that would be collected under the 16.0 cents rate set by the Commission in 
Opinion No. 412.

< Rates subject to downward Btu adjustment.

• Result of Commission Order issued Feb. 24,1964, providing a moratorium on any 
rate increase in excess of 19.0 cents until Jan. 1,1968, pr final decision in Docket No. 
AR64-2, whichever is earlier. Producer intends this change in rate as an increase if 
the initial rate is later found to be less than 19.0 cents.

7 Contractually provided initial rate. Permanent certificate was conditioned to
16.0 cents in Opinion No. 412 but subsequently stayed pending judicial review.

On December 9, 1963, the Commission is­
sued Opinion No. 412 granting the producers 
here permanent certificates conditioned to 
an initial rate of 16 cents per Mcf for sales 
in District No. 3. In Opinion No. 412-A is­
sued January 24, 1964, and in an order 
issued February 24, 1964, modifying Opinion 
No. 412, the Commission stayed both the 
refund and pricing conditions in Opinion 
No. 412 pending judicial review but imposed 
a moratorium on the filing of all rate in­
creases in excess of 19.0 cents for sales in 
District No. 3 until January 1, 1968, or final 
decision in the area rate proceeding in Docket 
No. AR64-2, whichever is earlier. The pro­
posed changes in rate by the producers 
amount to a decrease of $60,500 annually 
from the contractually provided rates of 20.0 
cents per Mcf presently being collected pur­
suant to the Commission’s stay, but amount 
to $181,500 annually above the 16.0 cents 
initial rates ordered by the Commission in 
Opinion No. 412. In view thereof, we shall 
suspend the proposed changes for the five 
month statutory period, as hereinafter 
ordered.

The producers request waiver of the 30-day 
statutory notice period and the 5-month 
suspension provision and propose that the 
effective date be December 9, 1963. Good 
cause has not been shown for granting the 
above requests, and they are hereby denied.

All of the proposed changes exceed the 
applicable area price level for increased rates 
as set forth in the Commission’s Statement 
of General Policy No. 16-1, as amended (18 
CFR, Ch. I, Part 2, § 2.56).

[F.R. Doc. 64-4741; Filed, May 14, 1964;
8:45 a.m.]

[Docket No. G—20053 etc.]

c F. MARTIN, INC., ET AL.
Notice of Applications 1

M a y  6,1964?
Take notice that each of the Appli­

cants herein has filed an application pur­
suant to section 7(c) of the Natural Gas 
ct for a certificate of public convenience 

ana necessity authorizing the sale of 
JJ.* k* toterstate commerce as
nJLlj1?*1 k* tabulation which is ap­
pended hereto, and as more fully set

d at^ iS#notioe does not provide for < 
covptoh v?r hearin8 o i the several : 
overed herein, nor should it  be so cor

forth in the respective applications and 
any amendments or supplements thereto, 
which are on file with the Commission 
and open to public inspection.

Protests or petitions to intervene may 
be filed with the Federal Power Commis­
sion, Washington, D.C., 20426, in accord­
ance with the rules of practice and pro­
cedure (18 CFR 1.8 or 1.10) on or before 
May 28, 1964.

Take further notice that, pursuant 4o 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act and the 
Comiiiission’s rules of practice and pro­
cedure, a hearing will be held without 
fjirther notice before the Commission

on all applications in which no protest 
or petition to intervene is filed within the 
time required herein, if the Commission 
on its own review of the matter believes 
that a grant of the certificates is re­
quired by the public convenience and 
necessity. Where a protest or petition 
for leave to intervene is timely filed, or 
where the Commission on its own mo­
tion believes that a formal hearing is 
required, further notice of such hearing 
will be duly given.

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for Applicant to appear or 
be represented at the hearing.

Joseph  H . G utride ,
Secretary.

Docket No. 
and filing 

date
Field and location Purchaser

Initial price per 
M cf and psia 
pressure base

Related rate 
schedule

No. Supple­
ment

G-20053............ C. F. Martin, Inc., Pistol Ridge 
Field, Forrest and Pearl River 
Counties, Miss.

Jack W. Grigsby (Operator), et al., 
Maxie-Pistol Ridge Field, For­
rest County, Miss.

United Gas Pipe Line 
Oe.

____ do.................. ......

20.0 cents atl5.025. 1 and 
1-5

7 and 
1-3*

6 and 
1-5* 

land 
1-10

9

9
17

16

16-
1

1
10

(A-ll/3/59) 

0161-195...........
(A-8/8/60)« 

CI61-196..........
(A-8/8/60)* 

0163-1217______ Singer-Fleischaker Oil Co. (succes­
sor to The FO Corp.), North 
Elton Field, Allen Parish, La.

J. P. Owen (Operator), et al.. Mid­
land Field, Acadia Parish, La. 

(Additional acreage)

Texas Gas Transmis­
sion Corp.

12.6714 cents at 
15.026.

19.5 cents at 
15.025.

(A-3/29/63)4 

CI63-1363.........
(A-5/6/63) 
(B-2/24/64) 

0163-1388______
1

La Gloria Oil &  Gas Co., Valen­
tine Field, Lafourche Parish, 
La.

H. L. Hawkins and H. L, 
Hawkins, Jr., Midland Field, 
Acadia Parish, La.

(Additional acreage)__________ . . .

United Fuel Gas C o..
(A-5/10/63) 

0163-1399......... Texas Gas Transmis­
sion Corp.(A-6/13/63)

(B-3/20/64)._
CI63-1482_____

1
Marion Oil Co., a Division of 

Stickelber & Sons, Inc., M id­
land Field, Acadia Parish, La. 

(Additional acreage)_____________

___do
(A-6/3/63)

(B-3/20/64)... 
CI63-1526_____

1
Callery Properties, Inc., et al., 

Valentine Field, Lafourche Par­
ish, La.

UnitedFnel Gas Co...
(A-6/11/63)

1 Deletes acreage from certificate authorization in Docket No. G-8679.
* Supplement No. 3 involved in rate proceeding Docket No. RI61-96.
* Deletes acreage from certificate authorization in Docket No. G-11821. 
4 Supplement No. 6 involved in rate proceeding Docket No. RI61-96.
* Terminates certificate authorization in Docket No. G-14968.

Filing code: A —Initial service certificate application.
B—Application to amend pending certificate application.
O—Application to amend certificate by adding acreage.
D—Application to amend certificate by deleting acreage.

[F.R. Doc. 64-4743; Filed, May 14, 1964; 8:45 a.m.]
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Friday, May 15» 1964 FEDERAL REGISTER 6419

Docket No. 
and

date filed
Applicant

Purchaser, 
field and location

Price 
per Mcf

Pres­
sure
base

CI64—1277............
A 4-27-64

H. L. Hawkins and EL L. South Texas Natural Gas Gathering 16.0 14.65
Hawkins, Jr.

Sohio Petroleum Oo___________

Co., Santo Nino Field, Duval and 
Webb Counties, Tex.

Northern Natural Gas Co., Follet 17.0 14.65
A 4-27-64 Field, Lipscomb County, Tex. 

Colorado Interstate Gas Co., Patrick 14.5 14.65
A 4-27-64 Draw Area, Sweetwater County, 

Wyo.
Panhandle Eastern Pipe Lihe Co., 17.0 14.65

A 4-27-64

R. H. Holland...........................

Northwest Avard Pool, Woods 
County, Okla.

Northern Natural Gas Co., Acreage 17.0 14.65
A 4-27-64 

CI64-1282...— - 
B 4-27-64

nTR4—1283__ ;__ 2

Edwin L. Cox (Operator), et al. 

Reserve Oil and Gas Co., (Op-

in Beaver County, Okla.
Coastal States Gas Producing Co., 

Garaza Unit, Johns Field, Duval 
County, Tex.

United Gas Pipe Line Co., Yougeen

Depleted

16.4 14.65
A 4-27-64 erator), et al.

Mid-America Minerals, Inc___ -
Field, Bee County, Tex. 

Transcontinental Gas Pipe Line 14.189 14.65
A 4-29-64 

HÏÏU-1312 ___ Ashland Oil & Refining Oo____

Corp., South Tilden Field, Mc­
Mullen County, Tex. 

Kansas-Nebraska Natural Gas Co., 17.0 14.65
A 4-29-64 

CI64-1313........— Al A. Brown (Operator), et al—

Inc., Acreage in Beaver County, 
Okla.

Valley Gas Transmission, Inc., 
Lissie Field, Wharton County, 
Tex.

Valley Gas Transmission, Inc., 
Sejita Field, Duval County, 
Tex.

14.0 14.65
A 4-30-64 

CI64—1314............ Houston Natural Gas Produo- 14.0 14.65
(CI61-121)

A 4-7-648
tion Co. ^

i Rate in effect under E. A. Culbertson and Wallace W. Irwin FPC  GRS No. 1 (Docket No. G-6716).
s Rate in effect under Gull Oil Corp. FPC  GRS No. 64 (Docket No. G-11635).
» Applicant agreed by letter filed 4-22-64, to accept a permanent certificate at an initial price of 16.0 cents/Mcf plus 

applicable tax reimbursement.
< Deletes acreage transferred tc  Purchaser.
* Original application in Docket No. CI61-515 sought certificate of public convenience and necessity. Applicant 

now proposes to abandon the subject service previously commenced pursuant to temporary authority.
s Presently consolidated with Docket Nos. CI61-153, et al., which was ̂ previously consolidated with Docket Nos. 

G-19417, et al., by order issued December 12,1963, and published in the Federal Register on Dec. 20,1963 (28 FR  
13988). "

1 Applicant proposes to abandon subject service previously commenced pursuant to temporary authority.
8 Applicant filed amendment to correctly reflect its status as Operator and include the interest of co-owners.
•Application to amend filed by Texkan Oil Co. (Operator), et al., in Docket No. CI61-121 and noticed 4-29-64, 

in Docket Nos. G-4757, et al., is now being treated as an initial application and assigned Docket No. CI64-1314.
‘ Expiration of lease,
tDeclined in pressure. „ /

[F.R. Doc. 64-4718; Filed, May 14,1964; 8:45 a.m.]

Central will use the facilities for the 
same purpose. Gulf States will continue 
to furnish electric energy to Central over 
transmission line No. 263 but at a new 
metering point to be located at a point 
1,430 feet north of the division of prop­
erty line between Section 33, Township 
7 South, Range 10 West and Section 4, 
Township 8 South, Range 10 West, 
Calcasieu Parish, Louisiana.

According to the application, Central 
has agreed to purchase the properties 
listed above at their original cost less 
annual depreciation to date of sale. On 
December 31, 1963, this amounted to 
$57,064.84.

Gulf States is engaged principally in 
the business Of generating, distributing 
and selling energy in southeastern Texas 
and south central Louisiana. Gulf 
States sells electric energy at retail in 
289 communities and surrounding terri­
tories; and sells for resale electric energy 
to 11 municipal systems, 10 rural elec­
tric cooperatives and to other utilities. 
Gulf States purchases natural gas at 
wholesale and distributes it at retail in 
the city of Baton Rouge, Louisiana and 
vicinity. Gulf States owns 6 steam 
power generating plants and an extensive 
transmission and distribution system 
covering the area served.

Any person desiring to be heard or 
to make any protest with reference to 
said application should on or before the 
27th day of May 1964, file with the Fed­
eral Power Commission, Washington, 
D.C., petitions or protests in accordance 
with the requirements of the Commis­
sion’s rules of practice and procedure

[Docket No. E-7162]

GULF STATES UTILITIES CO. AND 
CENTRAL LOUISIANA ELECTRIC 
CO., INC.

Notice of Application
May 7,1964.

Take notice that oh April 23, 1964, a 
notice of application was filed with the 
Federal Power Commission by Gulf 
States Utilities Company (Gulf States), 
of Beaumont, Texas, and Central Lou­
isiana Electric Company, Inc. (Central) 
of Pineville, Louisiana, for authorization, 
Pursuant to section 203 of the Federal 
Power Act for Central to acquire and to 
integrate with its existing facilities cer­
tain transmission facilities of Gulf States 
and for Gulf States to dispose ef such 
facilities.
r  facilities to be disposed of by 
jj-ulf States and to be acquired by Cen­
tral consist of (1) a 69 kv transmission 
nne (Gulf states’ No. 264) extending 
N0Do£i States’ 69 kv transmission line 

263 DeQuincy, Louisiana and (2)
Gld* States transmission 

26? extending southerly from 
in £ ex*sting 69 kv metering station 
m the direction of Gulf States’ River-
tan«1̂ 61’ Generating Station for a dis- 
tance of approximately 3.68 miles:

f?cilities are used for the inter- 
anriG? of,electric Power with Celitral 

ke sale of electric power at whole-S 0to ,B,eauregard  Electric Coop., Inc. 
Louisian^17617 POint near DeGuincy>

(18 CFR 1.8 or 1.10) . The application 
is on file and available for public 
inspection.

Joseph  H . G tttride, 
Secretary.

[F.R. Doc. 64-4844; Filed, May 14, 1964; 
8:47 a.m.]

[Docket No. RP64-38]

MICHIGAN-WISCONSIN PIPE LINE 
CO.

Notice of Proposed Changes in Rates 
and Charges

M ay  11,1964.
Take notice that on May 4,1964, Mich­

igan Wisconsin Pipe Line Company 
(Michigan-Wisconsin) filed a proposal
(1) to reduce the rates and charges to 
reflect the impact of the change in the 
federal income tax law and (2) subject to 
certain contingencies to reflect the im­
pact of the tax savings resulting from 
the use of liberalized depreciation.

The proposal, if approved by the Com­
mission, will result in (1) a decrease in 
rates and charges in Rate Schedule Nos. 
ACQ-1, SGS-1 and OS-1 as of April 1, 
1964, approximately $310,000 per annum 
reflecting the decrease in the corporate 
income tax from 52 percent to 50 percent,
(2) a review of the impact of the further
reduction in income tax law due to be­
come effective in 1965, (3) an additional 
reduction of $310,000 per annum should 
the Commission authorize Michigan- 
Wisconsin’s contemplated sale to Wis­
consin Public Service Company’s Weston 
Generating Plant, and (4) subject to cer­
tain contingencies detailed in the pro­
posal, a further rate adjustment and re­
funds reflecting the impact of the use of 
liberalized depreciation and related ac­
cumulated deferred income taxes under 
the principles set out in Opinion No. 417, 
Alabama Tennessee Gas Company, 31 
F P C ----- , issued February 3, 1964.

Copies of the proposal have been served 
by Michigan-Wisconsin on its customers 
and on interested State Commissions. 
Comments may be filed with the Com­
mission on or before May 27, 1964.

Joseph  H . G utride,
Secretary.

[F.R. Doc. 64-4845; Filed, May 14, 1964;
8:47 ajn.]

PUBLIC SERVICE COMPANY OF 
NEW HAMPSHIRE

[Project 2456]

Notice of Application for License 
May 7,1964.

Public notice is hereby given that ap­
plication has been filed under the Fed­
eral Power Act (16 U.S.C. 791a-825r) by 
Public Service Company of New Hamp­
shire (correspondence to: A. R. Schiller, 
President, Public Service Company of 
New Hampshire, 1087 Elm Street, Man­
chester, New Hampshire, 03105 and 
Ralph H. Wood, Counsel, Public Service 
Company of New Hampshire, 1087 Elm 
Street, Manchester, New Hampshire, 
03105) for license for constructed Proj-
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ect No. 2456, known as the Ayers Island 
Hydroelectric Plant, located on the 
Pemigewasset River, in the Towns of 
Bristol, Bridgewater, Ashland, and New 
Hampton, in Belknap and Grafton 
Comities, New Hampshire.

The dam is situated across the Pemi­
gewasset River about one mile northeast 
of the business section of Bristol, New 
Hampshire. It  is of the Ambursen type, 
about 699 feet long including 267 feet of 
spillway topped by 8 feet of dashboards. 
The spillway section is about 72 feet in 
maximum section and the top of the 
dashboards is at elevation 453.33 
U.S.G.S., backing up a pond of approxi­
mately 800 acres. Three steel penstocks 
10 feet in diameter and 58 feet long con­
vey water from the intake in the up­
stream face of the dam to the powerhouse 
on the downstream side. Three 4,400 
hp S. Morgan Smith vertical shaft water 
wheels are connected to three Westing- 
house generators rated at 2,800 kw each. 
Total nameplate rating is 8,400 kw. The 
six step-up transformers have a total 
rated capacity of 15,400 kva.

Protests or petitions to intervene may 
be died with the Federal Power Com­
mission, Washington, D C., 20426, in ac­
cordance with the rules of practice and 
procedure of the Commission (18 CFR 
1.8 or 1.10). The last day upon which 
protests or petitions may be died is 
July 6, 1964. The application is on die 
with the Commission for public inspec­
tion.

Joseph H. G utride ,
Secretary.

[P.R. Doc. 64-4846; Piled, May 14, 1964;
8:47 a.m.]

[Docket No. CP64-146]

TOWN OF UTICA, MISS.
Notice of Application

M a y  7, 1964.
Take notice that on December 24,1903, 

as amended on April 6, 1964, the Town 
of Utica, Mississippi (applicant), P.O. 
Box 97, Utica, Mississippi, a municipal 
corporation under the laws of the State 
of Mississippi, died in Docket No. CP64- 
146 an application pursuant to section 
7(a) of the Natural Gas Act for an order 
directing Texas Eastern Transmission 
Corporation (Texas Eastern) to establish 
physical connection of its natural gas 
transmission facilities with the facilities 
proposed to be constructed by Applicant 
consisting of 12.3 miles of 4-inch pipeline 
extending from the point of intercon­
nection in Copiah County, Mississippi to 
the corporate boundary line together 
With a distribution system in the Town of 
Utica and to sell and deliver to Applicant 
its daily and annual requirements of nat­
ural gas in Mcfs as follows :

Year of service Peak day Annual

535 39,296
559 41,038
581 '  42,702

The estimated cost of Applicant’s pro­
posed facilities is $315,000.

Applicant states that costs will be 
financed by the sale of revenue bonds

and that drm bid proposals for the sale 
of the bonds and contract proposals 
for the construction of the facilities have 
been secured. *

This matter is one that should be dis­
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end:

Take further notice that preliminary 
staff analysis has indicated that there 
are no problems which would warrant a 
recommendation that the Commission 
designate this application for formal 
hearing before an examiner and that, 
pursuant to the authority contained in 
and subject to the jurisdiction conferred 
upon the Federal Power Commission by 
sections 7 and 15 of the Natural Gas Act, 
and the Commission’s rules of practice 
and procedure, a hearing may be held 
without further notice before the Com­
mission on this application provided no 
protest or petition to intervene is filed 
within the time required herein. Where 
a protest or petition for leave to intervene 
is timely filed, or where the Commission 
on its own motion believes that a formal 
hearing is required, further notice of 
such hearing will be duly given.

Protest or petitions to intervene may 
be filed with the Federal Power Commis­
sion, Washington, D.C., 20426, in accord­
ance with the rules of practice and pro­
cedure (18 CFR 1.8 or 1.10) on or before 
May 28,1964.

Joseph H . G utride ,
Secretary.

[P.R. Doc. 64-4849; Piled, May 14, 1964;
8:47 am .]

DEPARTMENT OF AGRICULTURE
Ag ricultural Marketing Service
DEL STONEBURNER LIVESTOCK 

AUCTION ET AL.
Posted Stockyards

Pursuant to the authority delegated 
under the Packers and Stockyards Act, 
1921, as amended (7 UJS.C. 181 et seq.), 
on the respective dates specified below it 
was ascertained that the livestock mar­
kets named below were stockyards within 
the definition of that term contained in 
section 302 of the Act, as amended (7 
U.S.C. 202), and were, therefore, subject 
to the Act, and notice was given to the 
owners and to the public by posting 
notice at the stockyards as required by 
said section 302.

Name and location of stoclcyard, and 
date of posting

California

Del Stonebumer Livestock Auction, Peta­
luma, April 1, 1964.

Georgia

Walker Horse and Mule Co., Quitman, March
28,1964.

I llinois

Franklin County Live Stock and Commission 
Sales, Sesser, May 5, 1964.

J ?
I ndiana

Crawfordsville Live Stock Commission, Craw- 
iordsville, April 7, 1964.

Mississippi

Sardis Livestock Sales Company, Cardis 
March 31,1964.

Missouri

Producers Livestock Market, Marshall Anrii
7.1964. ; , ’ *

N6rth Dakota

Beulah Livestock Auction Market Incorpo­
rated, Beulah, February 27,1964.

Lorenz Livestock Sales, Hazen, April 6, 1964.

Ohio

The Tiffin Livestock Sales Co., Tiffin, March
20.1964.

South Carolina

Oconee Stockyards, Inc., Westminister, No­
vember 15,1963.

Tennessee

Plateau'Livestock Exchange, Crossville, Au­
gust 17,1963.

Gamaliel Livestock Market, Inc., Macon 
County (Mailing Address: Gamaliel, Ken­
tucky), March 31, 1964.

W isconsin

Lewiston Livestock Market, Wisconsin Dells, 
March 13,1964.

Done at Washington, D.C., this 12th 
day of May 1964.

H. L. J o nes ,
Chief, Rates and Registrations 

Branch, Packers and Stock- 
yards Division, Agricultural 
Marketing Service.

[P.R. Doc. 64-4871; Filed, May 14, 1964; 
8:50 am.]

GENTRY SALE CO. ET AL.
Deposting of Stockyards

It  has been ascertained, and notice is 
hereby given, that the livestock  markets 
named herein, originally posted on the 
respective dates specified below as being 
subject to the Packers and Stockyards 
Act, 1921, as amended (7 U.S.C. 181 et 
seq.), no longer come within the defini­
tion of a stockyard under said Act and 
are, therefore, no longer subject to the 
provisions of the Act.
Name and location of stoclcyard, and date 

of posting
Gentry Sale Company, Gentry, Arkansas, 

December 11,1958.
Schnapp Auction, Petersburg, Illinois, April 

30,1962.
Girard Livestock Commission Company, 

Girard, Kansas, December 9, 1960. 
Nebraska City Sale Barn, Nebraska City, 

Nebraska, July 23, 1959.
Mason Dixon Livestock Market, Inc., Stew- 

artstown, Pennsylvania, December 2, 195»' 
Farmers and Ranchers Livestock Commis­

sion, Denton, Texas, September 22, I960. 
Russell County Cooperative, Inc., Lebanon, 

Virginia, May 26,1960.

Notice or other public procedure has 
not preceded promulgation of the fore­
going rule since it is found that the 
giving of such notice would prevent tne 
due and timely administration of tne 
Packers and Stockyards Act and wouia, 
therefore, be impracticable and contrary 
to the public interest. There is no lega 
warrant or justification for not depos - 
ing promptly a stockyard which is n° 
longer within the definition of that ter 
contained in the Act.
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The foregoing is in the nature of a 
rule granting an exemption or relieving a 
restriction and, therefore, may be made 
effective in less than 30 days after pub­
lication in the F ederal R egister. This 
notice shall become effective upon pub­
lication in the F ederal R egister.
(42 Stat. 159, as amended and supplemented; 
7 U.S.C. 181 et seq.)

Done at Washington, D.C., this 12th 
day of May 1964.

H. L. Jones,
Chief, Rates and Registrations 

Branch, Packers and Stock- 
yards Division, Agricultural 
Marketing Service.

[FR. Doc. 64-4872; Filed, May 14, 1964; 
8:50 a.m.J

HORSE LAND SALE PAVILION ET AL.
Proposed Posting of Stockyards
The Chief of the Rates and Registra­

tions Branch, Packers and Stockyards 
Division, Agricultural Marketing Service, 
United States Department of Agriculture, 
has information that the livestock mar­
kets named below are stockyards as de­
fined in section 302 of the Packers and 
Stockyards Act, 1921, as amended (7 
U.S.C. 202), and should be made subject 
to the provisions of the Act.
Horse Land Sale PavUion, Greeley, Colo. 
Michigan Live Stock Exchange, Cass City, 

Mich.
Olivia Livestock Sales Bing, Olivia, Minn. 
Southwest Horse Auction Company, Inc:-, 

Christiansburg, Va.
Vancouver Livestock Auction Market, Camas,- 

Wash.

Notice is hereby given, therefore, that 
the said Chief, pursuant to authority 
delegated under the Packers and Stock- 
yards Act, 1921, as amended (7 U.S.C. 
181 et seq.), proposes to issue a rule 
designating the stockyards named above 

posted stockyards subject to the provi­
sions of the Act, as provided in section 
302 thereof.

Any person who wishes to submit 
written data, views, or arguments con­
cerning the proposed rule may do so by 
filing them with the Chief, Rates and 
Registrations Branch, Packers and 
Stockyards Division, Agricultural Mar­
keting Service, United States Depart- 

of Agriculture. Washington 25, D.C., 
I5 days after publication hereof 

in the Federal R egister.

Washington, D.C., this 12th 
day of May 1964.

H . L . J o n e s ,
Chief, Rates and Registrations 

Branch, Packers and Stock- 
yards Division, Agricultural 
Marketing Service.

[F.R. Doc. 64-4873; Filed, May 14, 1964; 
8:50 a.m.]

DEPARTMENT OF COMMERCE
Maritime Administration 

BLOOMFIELD STEAMSHIP CO. 
Notice of Application for Operating- 

Differential Subsidy
s S S i i f  £ ereby eiven that Bloomfield 

hip Company has filed an appli-

cation for a 20-year operating-differen­
tial subsidy agreement under Title V I 
(46 U.S.C. 1171-1183) of the Merchant 
Marine Act, 1936, as amended (herein 
called the “Act” ) I f  this application is 
approved, thè 20-year agreement would 
succeed and become effective upon ter­
mination of this company’s present 
agreement, Contract No. FMB-27, which 
is now scheduled to expire on December 
31, 1964.

No change in service or sailing require­
ments is contemplated so that, until re­
placed as required by the United States, 
this company’s present fleet of four sub­
sidized Vessels would continue to operate 
on the service described below:

Trade, Route No. 21— U.S. Gulf /United 
Kingdom and Continent. A minimum of 
23 and a maximum of 27 sailings per an­
num with the vessels assigned by Article 
1-3 (a) hereof, on the berth service de­
scribed as follows:

Required. Between United States Gulf 
ports1 (Key West-Mexican border), and 
ports in the following described areas:
(а) East coast and channel ports Of 
United Kingdom and (b) Continental 
Europe (from the northern border of 
Portugal to the southern border of Den­
mark) ; provided that a minimum of six
(б) sailings annually shall include calls 
at a port or ports in area (a) above, i

Permissive. Between United States 
ports on the required service and ports 
on the South Coast of the Baltic Sea and 
on the Gulf of Finland from the eastern 
end of the Kiel Canal to and including 
Turku (Abo), Finland.

Privilege. 1. Between United States 
ports on the required service and ports 
in Denmark, Norway, and Sweden and in 
Finland north of Turku (Abo).

2. Between ports in the West Indies1 
(including Puerto Rico so long as the Op­
erator has the requisite permission under 
section 805(a) of the Merchant Marine 
Act, 1936, as amended), East Coast of 
Mexico ports, and the required and per­
missive ports on the service.

Copies of the application (excluding, 
however, financial statements and other 
confidential data) may be examined in 
the Office of the Secretary of the Mari­
time Subsidy Board, Room 3041, New 
GA.O. Building, 441 G Street NW., 
Washington 25, D.C.

Any person, firm or corporation having 
an interest in such application who de­
sires to offer views and comments there­
on for consideration by the Maritime 
Subsidy Board should submit them in 
writing, in triplicate, to the Secretary, 
Maritime Subsidy Board, Washington 25, 
D.C., by close of business on May 29,1964. 
The Maritime Subsidy Board will con­
sider these views and comments, and

1 As used herein:
1. The term “United States Gulf Ports” in­

cludes ports on the Mississippi River not 
north of Baton Rouge, Louisiana port area 
and United States ports on other rivers and 
channels connecting with the Gulf of Mexico 
which are accessible to subsidized vessels of 
the Operator; and

2. The term “West Indies” means the 
Greater and Lesser Antilles, including the is­
lands of Jamaica, Trinidad, Tobago, Barba­
dos, and excluding the Bahama Islands.

take such action with respect thereto as 
may be deemed appropriate.

Dated: May 11, 1964.
By order of the Maritime Subsidy 

Board.
James S. D aw so n , Jr.

Secretary.
[F.R. Doc. 64-4855; Filed, May 14, 1964; 

8:47 am .]

DEPARTMENT OF HEALTH, EDU­
CATION, AND WELFARE

Food and Drug Administration
DOW CHEMICAL CO. AND 

SHELL CHEMICAL CO.
Notice of Filing of Petition Regarding 

Pesticide Chemical and Food Ad­
ditive l,2-Dibromo-3-Chloropro- 
pane
Pursuant to the provisions of the Fed­

eral Food, Drug, and Cosmetic Act (secs. 
408(d)(1), 409(b)(5), 68 Stat. 512, 72 
Stat. 1786; 21 U.S.C. 346a(d) (1), 348(b) 
(5) ) ,  notice is given that a petition (PP 
417) has been filed jointly by The Dow 
Chemical Company, Post Office Box 512, 
Midland, Michigan, and Shell Chemical 
Company, Division of Shell Oil Company, 
1700 K  Street NW., Washington, D.C., 
proposing an increase in the tolerance 
for residues of inorganic bromides (cal­
culated as Br) in or on citrus fruits from 
5 parts per million to 20 parts per mil­
lion. Such residues result from soil 
treatment with the nematocide 1,2-dibro- 
mo-3-chloropropane.

The petition (FAP 1400) also proposes 
the establishment of a food additive 
tolerance of 90 parts per million for resi­
dues of inorganic bromides (calculated 
as Br) in dehydrated citrus pulp for 
cattle feed resulting from carryover and 
concentration of residues in this feed 
item processed from citrus fruits grown 
in such treated soil.

The analytical method proposed in the 
petition for determining residues of 1,2- 
dibromo-3-chloropropane is a modifica­
tion of the method of D. A. Mapes and
S. A. Shrader published in the Journal 
of the Association of Official Agricultural 
Chemists, Volume 40, page 189 <1957).

Dated: May 11, 1964.
J .K . K ir k ,

Assistant Commissioner 
for Operations.

[F.R. Doc. 64-4866; Filed, May 14, 1964;
8:49 a.m.]

MERCK CHEMICAL DIVISION, 
MERCK AND CO., INC.

Notice of Filing of Petition Regarding 
Food Additive Thiabendazole

Pursuant to the provisions of the Fed­
eral Food, Drug, and Cosmetic Act (sec. 
400(b)(5), 72 Stat. 1786; 21 U.S.C. 
348(b) (5) ) ,  notice is given that a peti­
tion (FAP 1344) has been filed by Merck 
Chemical Division, Merck and Company, 
Inc., Rahway, New Jersey, proposing the
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issuance of a regulation to provide for the safe use of thiabendazole (2-t4'-thiazolyll- 
benzimidazole) in cattle feed, as follows:

T able 2—A nimal F eed

Principal
ingredient

Dose Combined 
with—

Dose Limitations Indications for use

3 gm. per 100 
lb . body 
weight.

6 gm. per 100 
lb . body 
weight.

For cattle; one dose at a Treatment of infestations

2. Thiabendazole.—

single feeding; may repeat 
once in 2 to 3 weeks; do 
not treat animals within 
30 days of slaughter; milk 
taken from treated ani­
mals during treatment 
and for 96 hours (8 milk­
ings) after the latest 
treatment must not be 
used for food.

of gastrointestinal round- 
worms (genera Trieho- 
strongylus, Haemonchus 
and Ostertagia)

Treatment of severe infes-
tations of gastro intesti­
nal roundworms (genera 
Trichostrongylus, Hae­
monchus; and Ostertagia); 
treatment of infestations 
with Cooperia species.

Dated: May 8, 1964.
J K . K ir k ,

Assistant Commissioner for Operations.

ton Broadcasting Company, Inc. shall 
tender its exhibits to counsel for both 
Burlington Broadcasting Company and 
the Commission’s Broadcast Bureau on 
or before June 12, 1964: And, it is fur­
ther ordered, That the hearing herein 
shall commence July 13, 1964, 10 a.m., 
in the Commission’s Offices, Washington 
D.C.-

Released: May 11, 1964.
F ederal Communications 

Co m m issio n ,
[ seal] Ben  F. W aple ,

Secretary.
[FJR. Doc. 64-4879; Filed, May 14, 1964;

8:51 am .]

[Docket Nos. 15260,16261; FCC 64M-395]

COOSA VALLEY RADIO CO. AND 
ROME BROADCASTING CORP.

Order re Procedural Dates
[F.R. Doc. 64-4867; Filed, May 14,1964; 8:49 a.m ]

ROHM AND HAAS CO.
Notice of Filing of Petition Regarding 

Food Additive
Pursuant to the provisions of the Fed­

eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 
348(b) (5) ) ,  notice is given that a peti­
tion (FAP 1325) has been filed by Rohm 
and Haas Company, Washington Square, 
Philadelphia, Pennsylvania, proposing 
the issuance of a regulation to provide 
for the safe use in the processing of food 
of an ion-exchange resin of cross-linked 
polystyrene, chloromethylated, and ami- 
nated with diethylenetriamine.

Dated: May 11,1964.
J. K . K ir k ,

Assistant Commissioner 
for Operations.

[F.R. Doc. 64-4868; FUed, May 14, 1964; 
8:5Q am .]

CIVIL AERONAUTICS BOARD

amending Part 207 of the Economic 
Regulations of the Board and in particu­
lar because of the availability within the 
U.S. Immigration and Naturalization 
Service of the Arrival-Departure Mani­
fest Cards (INS Form 1-94) containing 
passenger names and addresses, the 
Board has decided not to impose a fur­
ther requirement on either U.S. air car­
riers or foreign air carriers to maintain 
a record of passenger' names and ad­
dresses for international charter flights.

Accordingly, pursuant to sections 204 
(a) and 412 of the Federal Aviation Act 
of 1958, the Board’s re-examination of 
its approval of Agreement CAB 16847, 
R-7, initiated by Order E-19983, Sep­
tember 4, 1963, be and it is hereby ter­
minated.

This order will be published in the 
F ederal R egister.

By the Civil Aeronautics Board.
[ seal] H arold R. Sanderson, 

Secretary.
[F.R. Doc. 64-4878; Filed, May 14, 1964;

8:51 a.m.]

In re applications of Coosa Valley 
Radio Company, Rome, Georgia, Docket 
No. 15260, File No. BPH-4108; Rome 
Broadcasting Corporation, Rome, 
Georgia, Docket No. 15261, File No. BPH- 
4136; for construction permits.

The Hearing Examiner having under 
consideration his Order released April 23, 
1964, directing Rome Broadcasting Cor­
poration (Rome) to file a petition for 
rule making with the Commission not 
later than by April 30, 1964 and estab­
lishing certain procedural dates in the 
event no such petition was timely filed;

It  appearing, that such a petition was 
filed on April 30, 1964 by Rome and that 
favorable disposition thereof by the Com­
mission will affect the further conduct 
of the hearing herein;

I t  is ordered, This 8th day of May, 
19,64, that the procedural schedule es­
tablished in the Order released April 23, 
1964 is set aside, and that a further pre- 
hearing conference in this proceeding 
will be held at 9:00 a.m. on June 24,1964.

Released: May 11, 1964.
F ederal Communications 

Co m m ission ,
[ seal] B en  F. W aple ,

Secretary.
[Docket 18777; Order No. E-20739]

INTERNATIONAL AIR TRANSPORT 
ASSOCIATION

Agreement Relating to Charters
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 24th day of April 1964.

By Order E-19983, September 4, 1963, 
the Board initiated a re-examination of 
its approval of the IATA  agreement re­
lating to charter operations (Agreement 
CAB 16847, R-7) with a view to amend­
ing condition (o) thereto to require that 
passenger manifests contain the name 
and address of each passenger and that 
such manifest be retained for a period 
of one year. Comments submitted in 
response to our order have been given 
full consideration and our re-examina­
tion has been completed.

For the reasons set out in ER-404, 
adopted s i m u l t a n e o u s l y  herewith,

FEDERAL COMMUNICATIONS 
COMMISSION

[Docket Nos. 13931, 13933; FCC 64M-398]

BURLINGTON BROADCASTING CO.
AND MOUNT HOLLY-BURLINGTON
BROADCASTING

Order Scheduling Hearing
In re applications of William S. Hal- 

pern and Louis N. Seltzer, d/b as Bur­
lington Broadcasting Company, Burling­
ton, New Jersey, Docket No. 13931, File 
No. BP-12580; Mount Holly-Burlington 
Broadcasting, Mount Holly, New Jersey, 
Docket No. 13933, File No. BP-13952; for 
construction permits.

Pursuant to a prehearing conference 
as of this date: I t  is ordered, This 8th day 
of May 1964, that Mount Holly-Burling-

[F.R. Doc. 64-4880; Filed, May 14, 1964; 
8:51 a.m.]

[Docket Nos. 15460,15461; FCC 64-415]

SYMPHONY NETWORK ASSOCIA­
TION, INC., AND CHAPMAN RADIO 
AND TELEVISION CO.

Order Designating Applications fof 
Consolidated Hearing on Stated 
Issues
In re applications of Symphony Net­

work Association, Inc., Fairfield, 
bama, Docket No. 15460, File No. w v '  
3238; William A. Chapman and George 
K. Chapman, d/b as Chapman Radio ana 
Television Company, Homewood, Ala­
bama, Docket No. 15461, File No. BPCi- 
3282; for construction permits for a new 
television broadcast station.

At a session of the Federal Coimmi 
cations.Commission held at its oinces
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Washington, D.C., on the 6th day of May 
1964; ;

The Commission, having under consid­
eration the above-captioned applica­
tions, each requesting a construction per­
mit for a new television broadcast station 
to operate on Channel 54, the former in 
Fairfield, Alabama, and the latter in 
Homewood, Alabama; and

It appearing, that the above-captioned 
applications are mutually exclusive in 
that operation by applicants as proposed 
would result in mutually destructive in­
terference; and

It further appearing, that the follow^ 
ing matters are to be considered in con­
nection with the issues specified below:

(a) Based on the information con­
tained in the application of Symphony 
Network Association, Inc., cash in an 
amount in excess of $50,000 will be re­
quired for the construction and initial 
operation of the proposed station. The 
applicant states that the total cost of 
construction will be $100,000, but the 
exact costs of construction and the exact 
amount of cash necessary initially cannot 
be determined because the applicant ap­
pears to have made no provision for the 
costs of freight, installation, legal and 
engineering fees, miscellaneous costs and 
contingencies. Additionally, the appli­
cant relies upon loans totaling $38,000 
from individuals, $75,000 from Ex­
change-Security Bank, and deferred 
credit of $75,000 from General Electric 
Company, to finance the construction 
and initial operation of the proposed 
station. None of the five individual 
lenders, however, has shown current and 
liquid assets in excess of liabilities in 
sufficient amount to fulfill their com­
mitments. The letter from Exchange- 
Security Bank is not an unconditional 
commitment to lend funds, but is sub­
ject to conditions set forth in a letter 
dated June 18, 1963, from the bank to 
Hart-Greer, Inc. The said letter from 
the bank to Hart-Greer appears to be an 
agreement to discount a note for $75,000 
to be made by the applicant to Hart- 
Greer and to be endorsed by Hart-Greer 
to the bank. No showing has been made 
that Hart-Greer has agreed to extend a 
lme of credit to the applicant, as men­
tioned in the said letter, nor that Hart- 
Greer has agreed to accept and endorse 
f 1®“  a note. Furthermore, the said 
letter states that the bank’s agreement is 
subject to the condition that “—this 
credit will not be extended if the con­
struction permit is issued without the 
lull consultation between Hart-Greer, 
:nc-- Symphony Network Association, 
Hf-,. and Exchange-Security Bank.” 

,unĉ s represented thereby cannot, 
nerefore, be considered to be available

the applicant. It  -cannot be deter- 
™hed, therefore, that the applicant is 
manually qualified.

®ymPh°ny Network Association,
as n°k given a responsive reply to 

section TV, Paragraph 7, Form 301, which 
n S re* a narrative statement pf the 

y *'?. ke Pursued with respect to 
of ^1?ae available for the discussion 

Jf3sues- An issue will be speci­
fic * Q~ei;®̂ore> to determine the policy of 
tine with respect to making
iic i ^ 11̂  *°r discussion ° f  pub-

(c) Symphony Network Association’s 
programming proposal shows that the 
applicant will broadcast a total of 4 
hours and 10 minutes per day, 7 days per 
week. During such 4 hour and 10 minute 
broadcast day, the applicant proposes 
2V2 hours of time described only as “Net­
work” . Furthermore, it appears that the 
applicant proposes to devote 5 minutes 
per day to public discussions. Question 
is raised as to whether the proposed 
programming is the result of assiduous 
efforts by the applicant to ascertain the 
needs and interests of Fairfield, Alabama, 
and surrounding area. An issue will be 
specified, therefore, to determine the 
efforts made by the applicant to ascer­
tain the needs and interests of Fairfield, 
Alabama, and surrounding area and the 
manner in which it proposes to meet such 
needs and interests.

(d) The application of Symphony Net­
work Association, Inc., shows that the 
applicant proposes to locate its main 
studio in Birmingham, Alabama, outside 
the corporate limits of the City of Fair- 
field, Alabama. An issue will be speci­
fied, therefore, to determine whether a 
grant of the application would be con­
sistent with § 73.613 of the Commission’s 
rules and, if not, whether circumstances 
exist which would warrant a waiver of 
said rule.

(e) Based on information contained in 
the application of Chapman Radio and 
Television Company, it appears that cash 
in an amount in excess of $105,000 will 
be required for the Construction and ini­
tial operation of the proposed station. 
The exact costs of construction and the 
exact amount of cash necessary initially 
cannot be determined because the appli­
cant appears to have made no provision 
for the costs of freight, installation, 
foundations, painting, legal and engi­
neering fees, miscellaneous costs and con­
tingencies. The applicant has submitted 
no equipment proposal. To meet the 
costs of construction and initial opera­
tion, the applicant relies upon alleged 
existing capital of $12,000 and a bank 
loan of $100,000 from Exchange-Security 
Bank, but the financial statements of 
the partnership and the individual part­
ners fails to show that there are current 
and liquid assets in excess of liabilities 
sufficient in amount to assure the avail­
ability of any funds. Additionally, the 
letter from Exchange-Security Bank 
contains no terms of repayment, rate of 
interest, or security requirements, if any. 
It  cannot be determined, therefore, that 
the applicant is financially qualified.

(f  ) The application of Chapman Radio 
and Television Company shows that the 
applicant estimates that its total cost 
of operation for the first year will be 
$50,000. The applicant, however, pro­
poses to broadcast a total of 121 hours 
per week and will have a staff of 10 per­
sons. The said estimate appears to be 
unreasonably low and question is raised, 
therefore, as to the basis for the estimate 
and whether, under the circumstances, it 
is realistic.

(g) The application of Chapman 
Radio and Television Company shows 
that the applicant proposes to broadcast 
121 hours per week, of which 28.3 percent 
will be local live programming. Of the 
70 hours per week of broadcast time

between 8:00 ajn. and 6:00 p.m., the 
applicant proposes 35.8 percent live 
programming. The applicant, however, 
proposes a total staff of ten persons, 
including the two partners who will also 
be connected with new television broad­
cast stations for which the applicant has 
applied in other cities in Alabama. An 
issue will be specified, therefore, to deter­
mine whether the staff proposed by the 
applicant will be adequate to  effectuate 
the type of operation proposed.

(h) With respect to the engineering 
proposal of Chapman Radio and Tele­
vision Company, it appears that the 
geographic coordinates and site elevation 
specified do not agree with the site 
exhibit and site photos submitted, when 
plotted on the most recently available 
United States Coast and Geodetic Survey 
topographic quadrangle chart of Bir­
mingham South, Alabama, 1959, scale 
1/24,000. The correct geographic co­
ordinates and site elevation must, ac­
cordingly, be determined.

(i) The antenna specified by Chapman 
Radio and Television Company (an RCA 
TFU-24BM) is designed for operation on 
Channels 31 through 50, but the applicant 
has not shown how this antenna can be 
used for Channel 54. Additionally, the 
specified physical length of the proposed 
antenna (50 feet) appears questionable 
for operation on Channel 54. In view 
of the foregoing questions, it appears

-that the specified values for antenna 
height above ground, antenna height 
above mean sea level, and antenna 
height above average terrain may be 
erroneous. An issue with respect to 
these matters will, accordingly, be 
specified.

( j) Chapman Radio and Television 
Company has not specified the make and 
type number of the multiplexer to be 
used with its transmitter. Additionally, 
it appears that the specified aural multi­
plexer loss in decibels doës not agree 
with the value normally associated with 
the RCA transmitter specified. An issue 
will be specified to clarify these matters.

(k) Chapman Radio and Television 
Company has not furnished sufficient in­
formation to enable a determination to 
be made as to the location of its princi­
pal city (80 dbu) contour, as required 
by section V-C, Paragraph 16, Form 301, 
nor has the applicant shown that a 
principal city signal will be placed over 
the entire city of Homewood, Alabama, 
as required by § 73.683 of the Commis­
sion’s rules. Additionally, it appears 
that the distances for the predicted 
Grade A and Grade B contours, as speci­
fied in section V-C, Paragraph 15, Form 
301, may be inaccurate. An issue will 
be specified, therefore, to determine the 
location of thé applicant’s service con­
tours and whether a grant of the appli­
cation would be consistent with § 73.683 
of the Commission’s rules.

It  further appearing, that it has been 
proposed, in Docket No. 14229, to allo­
cate Channel 54 to Birmingham, Ala­
bama, and to allocate Channel 77 to Bes­
semer in lieu thereof; and that in the 
event of a grant of either application in 
this proceeding, such grant shall be made 
subject to the condition that the Com­
mission may, without further proceed­
ings, specify operation by the permittee*
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on such other channel as may be allo­
cated by the Commission to Bessemer, 
Alabama, in lieu of Channel 54; and

It  further appearing, that, except as 
indicated above, Symphony Network As­
sociation, Inc., is legally, technically, and 
otherwise qualified to construct, own and 
operate the proposed television station; 
and, except as indicated above, William 
A. Chapman and George K. Chapman, 
d/b as Chapman Radio and Television 
Company, are legally and otherwise qual­
ified to construct, own and operate the 
proposed television station; and

It further appearing, that, upon due 
consideration of the above-captioned ap­
plications, the Commission finds that, 
pursuant to section 309(e) of the Com­
munications Act of 1934, as amended, a 
hearing is necessary and that the said 
applications must be designated for hear­
ing in a consolidated proceeding on the 
issues set forth below:

I t  is ordered, That, pursuant to sec­
tion 309(e) of the Communications Act 
of 1934, as amended, the above-cap­
tioned applications of Symphony Net­
work Association, Inc., and William A. 
Chapman and George K. Chapman, d/b 
as Chapman Radio and Television Com­
pany are designated for hearing in a con­
solidated proceeding at a time and place 
to' be specified^ in a subsequent Order, 
upon the following issues:

1. To determine whether Symphony 
Network Association, Inc., is financially 
qualified to construct, own and operate 
the proposed television broadcast station.

2. To determine the policies of Sym­
phony Network Association, Inc., with 
respect to making time available for the 
discussion of public issues.

3. To determine the efforts made by 
Symphony Network Association, Inc., to 
ascertain the needs and interests of the 
area proposed to be served and the man­
ner in which the applicant will meet such 
needs and interests.

4. To determine whether a grant of 
the application of Symphony Network 
Association, Inc., would be consistent 
with the provisions of § 73.613(a) of the 
Commission’s rules and, if not, whether 
circumstances exist which would war­
rant a waiver of such rule.

5. To determine whether Chapman 
Radio and Television Company is finan­
cially qualified to construct, own and op­
erate the proposed television station.

6. To determine the basis for the esti­
mate of Chapman Radio and Television 
Company of its cost of operation for the 
first year and whether such estimate is 
realistic.

7. To determine whether the staff pro'-* 
posed by Chapman Radio and Télévision 
Company would be adequate to effectu­
ate the type of operation proposed.

8. To determine the correct geographic 
coordinates., and site elevation of the 
transmitter of Chapman Radio and Tele­
vision Company.

9. To determine whether the particu­
lar antenna specified by Chapman Radio 
and Television Company is suitable for 
operation on Channel 54 and to deter­
mine whether the specified physical 
length thereof is correct for the opera­
tion proposed; to determine, in the event 
that the specified length of the proposed 
antenna is found to be incorrect, the cor-
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rect antenna height above ground, above 
mean sea level, and above average 
terrain.

10. To determine the make and type 
number of the multiplexer proposed tç 
be used by Chapman Radio and Televi­
sion Company and the correct aural mul­
tiplexer loss in decibels.

11. To determine thé location of the 
predicted service contours of Chapman 
Radio and Television Company and 
whether a grant of the application would 
be consistent with the provisions of 
§ 73.683 of the Commission’s rules.

12. To determine, on a comparative 
basis, which of the operations proposed 
in the above-captioned applications 
would better serve the public interest, 
convenience and necessity in light of the 
significant differences between the ap­
plicants as to:

(a) The background and experience of 
each, bearing on its ability to own and 
operate the proposed television broad­
cast station.

(b) The proposals of each with re­
spect to the management and operation 
of the proposed television broadcast 
station.

(c) The programming services pro­
posed in each of the above-captioned 
applications.

13. To determine, in thé light of the 
evidence adduced pursuant to the fore­
going issues, which, if either, of the in­
stant applications should be granted.

I t  is further ordered, That, in the event 
of a grant of either of the applications 
in this proceeding, such grant shall be 
subject to the condition that the Com­
mission may, without further proceed­
ings specify operation by the permittee 
on such channel as may be allocated by 
the Commission to Bessemer, Alabama, 
in lieu of Channel 54; and

I t  is further ordered, That, to avail 
themselves of the opportunity to be 
heard, Symphony Network Association, 
Inc., and William A. Chapman and 
George K. Chapman, d/b as Chapman 
Radio and Television Company, pursu­
ant to § 1.221(c) of the Commission’s; 
rules, ‘in person or by attorney, shall, 
within twenty (20) days of the mailing 
of this Order, file with the Commission, 
in triplicate, a written apearance stat­
ing an intention to appear on the date 
set for the hearing and present evidence 
on the issues specified in this Order.

I t  is further ordered, That the appli­
cants herein shall, pursuant to section 
311(a)(2) of the Communications Act 
of 1934, as amended, and § 1.594(a) of 
the Commission’s rules, give notice of 
thé hearing either individually or, if 
feasible, jointly, within the time and in 
the manner prescribed in such rule, and 
shall advise the Commission of the pub­
lication of such notice as required by 
§ 1.594(g) of the rules.

Released: May 12, 1964.
F ederal C o m m u n ic a t io n s  

C o m m is s io n ,1
[ seal ! B e n  F . W aple ,

Secretary.
[PH . Doc. 64-4881; Filed, May 14, 1964; 

8:51 a.m.]

1 Commissioner Hyde dissenting to the in-, 
elusion of Issue 2.

[Docket No. 15457; FCC 64-414]

T R I A N G L E  PUBLICATIONS, INC 
(RADIO AND TELEVISION DIVI- 
SION)

Memorandum Opinion and Order
Designating Application for Hear­
ing on Stated Issues
In re application of Triangle Publica­

tions, Inc. (RADIO AND TELEVISION 
DIVISION), Johnstown, Pennsylvania, 
Docket No. 15457, File No. BPTTV-12; 
for construction permit for new VHP 
television broadcast translator station.

1. The Commission has before it for 
consideration: (a) The above-captioned 
application filed by Triangle Publica­
tions, Inc. (Triangle), licensee of Station 
WFBG-TV, Channel 10, Altoona, Penn­
sylvania; (b) “ Comments and Opposition 
of Rlvoli Realty Company” filed on Janu­
ary 26, 1961, by Rivoli Realty Company 
(Rivoli), permittee of Station WARD- 
TV, Channel 56, Johnstown, Pennsyl­
vania,1 directed against a grant of the 
above-captioned application; (c) a “Re­
ply to Comments and Opposition of 
Rivoli Realty Company” filed on Febru­
ary 8, 1961, by Triangle; (d) a “Petition 
to Deny” filed on February 20, 1961, by 
Rivoli »directed against a grant of the 
above-captioned application; (e) an 
“ Opposition to Petition to Deny” filed 
on March 6, 1961, by Triangle; (f) a 
“Petition for Immediate Consideration 
and Grant” filed on March 25, 1963, by 
Triangle; (g) an “Opposition to Petition 
for Immediate Consideration and Grant” 
filed on April 8, 1963, by Rivoli; and (h) 
-a “Reply to Opposition to Petition for 
Immediate Consideration and Grant” 
filed on April 22, 1963, by Triangle.

2. On November 29, 1960, Triangle 
filed the above-captioned application for 
a VHF television broadcast translator 
station to serve Johnstown, Pennsyl­
vania, with a power of 1 watt on Output 
Channel 12 rebroadcasting its Station 
WFBG-TV, Channel 10, Altoona, Penn­
sylvania. Since UHF Station WARD- 
TV is licensed to serve Johnstown, 
Triangle proposes to operate the trans-

. lator only while Station: WARD-TV is 
off the air.

3. Rivoli alleges that the addition of 
the applicant’s proposed VHF service to 
Johnstown would result in economic in­
jury to its UHF station. Accordingly, it 
is clear that the petitioner has standing 
as a “party in interest” within the mean­
ing of section 309(d) of the Communica­
tions Act. Federal Communications 
Commission v. Sander^ Brothers Radio 
Station, 309 U.S. 470,

4. Since the above-captioned applica'  
tion is for. a VHF translator to serve an 
area within the Grade A contour of Riv- 
oli’s UHF Station WARD-TV, the essen­
tial dispute is whether Triangle’s appb* 
cation satisfies the requirements o

Rivoli is operating' on Channel 56 pvr 
nt to a special temporary authorizatio ■ 
lough it holds a construction, perm
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§74.732(d) of the Commission’s rules* 
Rivoli also argues that the application 
should be denied because it does not sat­
isfy the requirements of § 74.732(e) (2) 
of the Commission’s rules,® since both 
stations carry the programs of the CBS 
and ABC networks.

5. Triangle seeks to justify a grant of 
its application on two grounds, that it 
would not operate while Station WARD- 
TV was on the air—and hence could not 
violate § 74.732(e) (2) of the rules—and 
that § 74.732(d) oi the rules is not ap­
plicable since Johnstown is, already an 
intermixed area having one-locally as-» 
signed VHP channel. But however plau­
sible Triangle’s arguments may appear 
to be, there still remains the underlying 

I  problem that a grant of this application 
I  might adversely affect Station WARD- 

TV’S ability to supply its UHF service to 
Johnstown. The Commission recently 
terminated the “drop-in” proceeding, in 

-  which, among other things, it had pro- 
I  posed the assignment of an additional 
■ short-spaced VHF channel at Johnstown, 
I  partly because of the adverse effect on 
I  UHF which such an assignment would I have entailed. VHF Drop-Ins, 25 R.R. 
1 1687. It would seem entirely unreason- 
I  able to deny Johnstown the benefit of a 
I  full VHP service in order to protect UHF 
I  and then to supply the limited service of 
I  a VHP translator in circumstances where 
I  there could be injury to the UHF station 
I  in the community. The Commission 
I  recently considered a similar situation, 
I  involving a proposed VHF translator sta- 
I  tion in Asheville, North Carolina, and 
I determined that it would be necessary to 
I conduct a hearing to determine whether 
I a grant of such an application in an area 
I with an existing UHF station could 
I  retard further development of UHF serv- 4 
I  ice in the area. Spartan Radiocasting 
I  Company, FCC 64-95. In view of the 
I  circumstances in Johnstown, it appears

I  2Section 74.732(d) of the rules provides: 
A VHP translator will not be authorized 

f serve an area which is receiving satisfac- 
j tory service from one or more UHF televi­
sion broadcast stations or UHF translators 
unless, upon consideration of all applicable 

[ public interest factors, it is determined that, 
exceptionally, such intermixture of VHF ahd 

| uHP service is justified.”

vidSC'S p ’if'732(e)(2) of the rules pr° '„ licensee or permittee of a televi- 
,oadCasting station * * * will not be 

authorized to operate a VHF translator * * *.
! ZT/l !he Pr°P °sed VHF translator is in- 

to Provide reception to all or a part 
A m l, immunity located within the Grade 
statinn0̂  0i ,any other television broadcast 
licenso i ° r ^ hich a construction permit or 
rebroas^ft 5®®** granted and the programs 
w S ? n ,^  + y ,the Proposed VHF translator 
broadSi1 Kte ***?* any Part of the programs 
station nr o tber television broadcast
this wiii n^ta'ti0ns: Provide&, however, That 
VHP tro ot preclude the authorization of a 

; 2 1  JW Jtar- intended to improve recep- 
communif-Tr Q̂f'rent statlon’s signal to any 
of which of the corporate limits

equally necessary to require a hearing in 
this proceeding.

6. In view of the foregoing, except as 
indicated by the issues specified below, 
the applicant is legally, technically, 
financially, and otherwise qualified to 
construct and operate as proposed. 
However, the Commission is unable to 
make the statutory finding that a grant 
of the application would serve the public 
interest, convenience, and necessity, and 
is of the opinion that the application 
must be designated for hearing on the 
issues set forth below.

Accordingly, it is ordered, That, pur­
suant to section 309(e) of the Communi­
cations Act of 1934, as amended, the 
above-captioned application of Triangle 
Publications, Inc., is designated for hear­
ing at a time and place to be specified 
in a subsequent Order upon the following 
issues:

1. To determine whether, within the 
meaning of § 74.732(d) of our rules, the 
area in question is receiving satisfactory 
service from Station WARD-TV.

2. To determine what public interest 
benefits, if any, would be derived from a 
grant of the instant application.

3. To determine whether a grant of the 
above-captioned application would re­
tard the development of UHF television 
in and about Johnstown, Pennsylvania.

4. To determine in view of the evidence 
adduced purusant to the foregoing issues 
whether a grant of the above-captioned 
application would serve the public inter­
est, convenience and necessity.

I t  is further ordered, That Rivoli 
Realty Company is made a party to the 
proceeding.

I t  is further ordered, That to avail 
themselves of the opportunity to, be 
heard, the applicant and Rivoli Realty 
Company, pursuant to § 1.221 of the 
Commission’s rules, in person or by at­
torney, shall within twenty (20) days of 
the mailing of this Order file with the 
Commission, in triplicate, a written ap­
pearance stating an intention to appear 
on the date fixed for the hearing and 
present evidence on the issues specified 
in this Order.

I t  is further ordered, That the appli­
cant herein shall, pursuant to section 
311 (a) (2) of the Communications Act of 
1934, as amended, and § 1.594 o f the 
Commission’s rules, give notice of the 
hearing, within the time and in the man­
ner prescribed in such rule, and shall 
advise the Commission of the publication 
of such notice as required by § 1.594 of 
the rules.

Adopted: May 6, 1964.
Released: May 12, 1964.

F ederal Communications  
Com m ission ,1

[ seal]  B en  F. W aple,
Secretary.

[F.R. Doc. 64-4882; Filed, May 14, 1964;
8:52 a.m.}

1 Commissioner Cox concurs.

SECURITIES AND EXCHANGE 
COMMISSION

[File No. 812—1675J

BROAD STREET INVESTING CORP.
Notice of Application for Order Ex­

empting Sale by Open-End Com­
pany of Its Shares at Other Than 
Public Offering Price

M ay  11,1964.
Notice is hereby 'given that Broad 

Street Investing Corporation ( “Broad 
Street” ), 65 Broadway, New York, New 
York, a registered open-end investment 
company, has filed an application pur­
suant to section 6(c) of the Investment 
Company Act of 1940 (“Act” ) for an 
order of the Commission exempting from 
the provisions of section 22(d) of the Act 
the proposed issuance of its shares at net 
asset value in exchange for the assets 
of High Street Investment Fund, Inc. 
(“High Street” ) , a registered closed-end 
diversified management investment com­
pany. All interested persons are refer­
red to the application as filed with the 
Commission for a complete statement of 
the representations therein, which are 
summarized below.

Shares of Broad Street, a Maryland 
corporation, are offered to the public 
on a continuous basis at net asset value 
plus a varying sales charge dependent on 
the amount purchased. As of March 23, 
1964, the assets o f Broad Street 
amounted to $304,784,532.

High Street, a Rhode Island corpora­
tion, presently has approximately 250 
stockholders. It  was incorporated in 
1853 and until November 1961, when it 
sold all its assets, was a manufacturer 
and seller of equipment used in water 
purification plants and for other pur­
poses. Since the latter date it has been 
engaged primarily in the business of in­
vesting and reinvesting its funds.

Pursuant to an agreement between 
Broad Street and High Street, substan­
tially all of the cash and securities owned 
by High Street, with a value of approxi­
mately $3,439,824 as of March 23, 1964, 
will be transferred to Broad Street in 
exchange for shares of Broad Street 
stock, subject to the retention by High 
Street of assets estimated by it to be 
sufficient to pay its liabilities. The shares 
acquired by High Street are to be dis­
tributed to High Street stockholders on 
the liquidation of High Street.

The number of shares of Broad Street 
to be issued is to be determined by divid­
ing the aggregate market value of the 
assets of High Street to be transferred to 
Broad Street by the net asset value per 
share of the Broad Street, both to be 
determined as of the valuation time, 
which time shall be 3:30 p.m. (New York 
City Time) on the 41st day following the 
day on which the vote of the stockholders 
of High Street is taken to approve the 
exchange, or if the New York Stock Ex-
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change is not open for trading that 41st 
day, then on the next succeeding day on 
which the New York Stock Exchange 
is open for trading, or on such earlier or 
later date as may be mutually agreed 
upon, in the case of High Street by ac­
tion of and in the discretion of its Board 
of Directors.

Of the assets to be acquired from High 
Street, Broad Street intends to retain in 
its portfolio subject to changes in in­
vestment cpnditions and considerations, 
securities having a market value, as of 
March 23,1964, of $1,714,893 and the un­
realized capital gain on such securities 
then amounted to $110,126. The market 
value of those securities of High Street 
which Broad Street intends to sell after 
the acquisition thereof amounted to 
$1,814,931 on March 23,1964 and the un­
realized capital loss on such securities 
on such date amounted to $115,770. The 
unrealized capital gains of Broad Street 
on March 23, 1964 amounted to $118,- 
928,470, or approximately 39 percent Of 
its assets and the realized but undis­
tributed taxable long-term capital gain 
of Broad Street then amounted to 
$2,101,932, or approximately 0.69 percent 
of its assets. Since the exchange will be 
tax free for High Street and its stock­
holders, Broad Street’s cost basis for tax 
purposes for the assets acquired from 
High Street will be the same as for High 
Street, rather than the price actually 
paid by Broad Street for the assets which 
is net asset value of the shares it issues.

No adjustment is deemed necessary 
by Broad Street for possible tax conse­
quences to shareholders of Broad Street 
because the net unrealized depreciation 
on assets to be acquired from High Street 
is approximately 0.16 percent while the 
unrealized appreciation on the assets of 
Broad Street is approximately 39 per­
cent as of March 23,1964.

Shareholders of High Street will be 
asked to approve the terms of the pro­
posed exchange at a shareholders’ meet­
ing. The proxy material soliciting this 
approval describes, among other things, 
the excess amount of unrealized appre­
ciation related to the shares of Broad 
Street to be received in the exchange 
which may cause a future tax liability 
upon realization, the recent bid and 
asked prices of the shares of High Street 
which have been substantially below net 
asset value, the provisions of the General 
Laws of Rhode Island with respect to the 
rights of dissenting shareholders and the 
ability of shareholders of High Street to 
immediately redeem the shares of Broad 
Street received pursuant to the exchange 
and thereby receive approximately the 
net asset value of their High Street 
shares in cash. The proxy outlines, in 
management’s opinion, the advantages 
of owning shares of Broad Street as con­
trasted with shares of High Street with 
respect to earnings, capital appreciation, 
dividends, size of company and expense 
of operation.

The application states that no affilia­
tion exists between High Street or its 
officers, directors or stockholders and 
Broad Street, its officers or directors, that 
the agreement was negotiated at arm’s 
length by the two companies and that 
the Board of Directors of Broad Street

approved the agreement as being in the 
best interests of its shareholders, taking 
all relevant considerations into account, 
including, among others, the fact that the 
resulting increase in assets will tend to 
reduce per share expenses due to the 
fact that Broad Street is furnished in­
vestment research and administrative 
facilities and services at cost under its 
arrangement with three other investment 
companies for the joint ownership and 
operation of Unión Service Corporation. 
The total operating expenses of Broad 
Street, in 1963, including investment re­
search and administrative services, 
amounted to Wioo of 1 percent of the 
average value of assets.

Section 22(d) of the Act provides, in 
pertinent part, that no registered invest­
ment company shall sell any redeemable 
security issued by it to any person except 
at the current offering price described 
in the prospectus, with certain excep­
tions not applicable here. Under the 
terms of the agreement, however, the 
shares of Broad Street are to be issued 
to High Street at a price other than the 
public offering price stated in the pro­
spectus, which includes a sales charge of 
1.8 percent on sales of $500,000 or over.

Section 6(c) of the Act authorizes the 
Commission by order upon application 
to exempt, conditionally or uncondition­
ally, any transaction from any provision 
of the Act or of any rule or regulation 
thereunder, if and to the extent that the 
Commission finds that such exemption is 
necessary or appropriate in the public 
interest and consistent with the protect 
tion of investors and the purposes fairly 
intended by the policy and provisions of 
the Act.

Notice is further given that any person 
may, not later than May 28, 1964, at 
5:30 p.m., submit to the Commission in 
writing a request for a hearing on the 
matter accompanied by a statement as to 
the nature of his interest, the reason for 
such request and the issues of fact or law 
proposed to be controverted, or he may 
request that he be notified if the Com­
mission shall order a hearing thereon. 
Any such communication should be ad­
dressed: Secretary, Securities and Ex­
change Commission, Washington, D.C., 
20549. A  copy of such request shall be 
served personally or by mail (airmail if 
the person being served is located more 
than 500 miles from the point of mail­
ing) upon applicant at the address stated 
above. Proof of such service (by affidavit 
or in case of an attorney at law by cer­
tificate) shall be filed contemporaneously 
with the request. At any time after said 
date, as provided by Rule 0-5 of the rules 
and regulations promulgated under the 
Act, an order disposing of the application 
herein may be issued by the Commission 
upon the basis of the showing contained 
in said application, unless an order for 
hearing upon said application shall be 
issued upon request or upon the Commis­
sion’s own motion.

For the Commission (pursuant to dele­
gated authority).

[seal] O rval L . D uBo is ,
Secretary.

[F.R. Doc. 64-4839; Piled, May 14, 1964;8:46 am.]

[File No. 1-3421]

CONTINENTAL VENDING MACHINE 
CORP.

Order Summarily Suspending Trading 
May 11, 1964.

The common stock, 10 cents par value, 
of Continental Vending Machine Corp.’, 
being listed and registered on the Ameri­
can Stock Exchange and having unlisted 
trading privileges on the Philadelphia- 
Baltimore-Washington Stock Exchange, 
and the 6 percent convertible subordi­
nated debentures due September 1,1976 
being listed and registered on the Ameri­
can Stock Exchange; and

The Commission being of the opinion 
that the public interest requires the sum­
mary suspension of trading in such 
securities on such Exchanges and that 
such action is necessary and appropriate 
for the protection of investors; and

The Commission being of the opinion 
further that such suspension is necessary 
in order to prevent fraudulent, deceptive 
or mafiipulative acts or practices, with 
the result that it will be unlawful under 
section 15(c) (2) of the Securities Ex­
change Act of 1934 and the Commission’s 
Rule 15c2-2 thereunder for any broker 
or dealer to make use of the mails or of 
any means or instrumentality of inter­
state commerce to effect any transaction 
in, or to induce or attempt to induce the 
purchase or, sale of any such security, 
otherwise than on a national securities 
exchange;

I t  is ordered, Pursuant to section 19(a) 
(4) of the Securities Exchange Act of 
1934, that trading in such securities on 
the American Stock Exchange and the 
Philadelphia - Baltimore - Washington 
Stock Exchange be summarily suspended 
in order to prevent fraudulent, deceptive 
or manipulative acts or practices, this 
order to be effective for the period May 
12,1964 through May 21,1964, both dates 
inclusive.

By the Commission.
[seal] Orval L. DtrBoxs,

Secretary.
[F.R. Doc. 64-4840; Filed, May 14, 1964;

8:46 a.m.]

[File No. 24W—2693]

MARION OIL COMPANY, INC.
Order Temporarily Suspending Ex* 

emption, Statement .of Reasons 
Therefor, and Notice of Opportum y
For Hearing ;  . . . .May 11,1964.
:. Marion Oil Company, Inc. (isstier), 
ennsylvania corporation, incorpora 
bruary 25, 1963, with its principal 
ce at 2625 Poplar Street, Erie, Penn 
vania and its principal business <3P 
ns in Allegany (Cattaraugus)^County, 
w York State, filed with the Comnns 
n on March 12,1964, a notification on 
rm 1-A and an offering circular reiai 
; to an offering of 100,000 sh ^ s  n 0 
iss B, nonvoting common stock 
r) at $3.00 per share for an aggregate 
ering price of $300,000 for the Pprp



FEDERAL REGISTER 6427Friday, May 15, 1964

registration requirements of the Securi­
ties Act of 1933, as amended, pursuant to 
the provisions of section 3(b) and Regu­
lation A promulgated thereunder.

II. The Commission has reasonable 
cause to believe that:

A. The terms and conditions of Regu­
lation A have not been complied with in 
that the offering, when computed in ac­
cordance with Rules 253(c) and 254(a), 
will exceed the $300,000 limitation pro- 

[ vided by the exemption.
B. The offering would be made in 

violation of section 17 of the Securities 
Act of 1933 in that the offering circular 
contains untrue statements of material 
facts and omits to state material facts 
necessary in order to make the state­
ments made, in the light of the circum­
stances under which they are made not 
misleading, particularly with respect to:

1. The failure to include an adequate 
history and background of the issuer’s 

¡property;
2. The failure to state that the issuer’s 

property has never operated profitably;
3. The failure to describe adequately 

; and accurately nearby oil properties, in­
cluding production history of such 
¡properties;
; 4. The failure to set forth adequately 
and accurately the risks and hazards of 
issuer’s proposed operations;

5. The failure to disclose adequately 
and accurately the terms of the agree­
ment under which the property was 
obtained;

6. The failure to state adequately and 
accurately the percentage of control re­
tained by insiders and the dilution of 
prospective purchaser’s equity in the 
issuer;

7. The failure to set forth a reasonable 
and reliable estimation of net recoverable 
crude oil reserves to issuer’s interest for 
the developed portion of issuer’s prop­
erty;
[ The adequacy and accuracy of de­
pletion charges in the income statement.

appearing to the Commission 
[that it is in the public interest and for 
[the protection of investors that the 
exemption of the issuer under Regulation 
A be temporarily suspended, V 
A//.is ordered, Pursuant to Rule 261(a) V 
or the general rules and regulations un-
Srf w Securities Act of 1933> as amend­
ed that the exemption under Regulation
«nJ?e’ j a?d ^  hereby is, temporarily suspended.

I haww!’iCe is hereby Siven that any person 
I interest in the matter maj
I sit Secretary of the Commis-
I thirty Jntten request for hearing within 

after the entry of this order; 
isuchTo!?1111̂ 611̂  days after receipt oi 
E anv the Commission will, or at

up.on its own motion may, set 
I to be d°wn for hearing at a place 
|theDurnngna? ?  by the Comniission, for 
|orde? nfPc,f ° f  determining whether this 
[made should be vacated or
|howeve? tT+lnent’ without prejudice, 
[entation’ IS “ I  consecration and pres- 
I hearing1- t i n1adf ltio^al matters at the 
[and none^ i ’ * no hearlng is requested
this order s h S f ^  by the Commission, r shall become permanent on

No. 96---- 8

the thirtieth day after its entry and 
shall remain in effect unless or until it 
is modified or vacated by the Commis­
sion; and that notice of the time and 
place for any hearing will promptly be 
given by the Commission.

By the Commission.
[SEAL] ORVAL L. D u B o iS ,

Secretary.
[F.R. Doc. 64-4841; Filed, May 14, 1964; 

8:46 am .]

[File Up. 70-4210]

MISSISSIPPI POWER CO.
Notice of Proposed Issuance and Sale 

at Competitive Bidding of First 
Mortgage Bonds

M ay 11, 1964.
Notice4s hereby given that Mississippi 

Power Company (“Mississippi” ) , 2500 
14th Street, Gulfport, Mississippi, 39501, 
a public-utility subsidiary company of 
The Southern Company, a registered 
holding company, has filed with this 
Commission a declaration pursuant to 
the Public Utility Holding Company Act 
of 1935 (“Act” ) designating sections 6(al­
and 7 of the Act and Rule 50 thereunder 
as applicable to the proposed transac­
tions. All interested persons are referred 
to the declaration on file at the office 
of the Commission for a statement of 
the proposed transactions which are 
summarized as follows:

Mississippi proposes to issue and sell, 
subject to the competitive bidding re­
quirements of Rule 50 under the Act, 
$10,000,000 principal amount of its First 
Mortgage Bonds, — percent Series due 
1994. The interest rate on the bonds 
(which will be a multiple of y8 of l  per­
cent and the price, exclusive of accrued 
interest, to be paid to Mississippi (which 
will be not less than 99 percent jior more 
than 102% percent of the principal 
amount thereof) will be determined by 
the competitive bidding. The bonds will 
be issued under the Indenture dated as 
of September 1,1941, between Mississippi 
and Morgan Guaranty Trust Company 
of New York, as Trustee, as heretofore 
supplemented and as to be further sup­
plemented by a Supplemental Indenture 
to be dated as of June 1, 1964.

The proceeds from the sale of the 
bonds will be applied toward the con­
struction or acquisition of permanent im­
provements, extensions, and additions to 
Mississippi’s utility plant estimated to 
aggregate $21,343,723 for 1964, and for 
the payment of outstanding short-term 
bank loans incurred for such purpose.

It  iii stated that no commission, other 
than this Commission, has jurisdiction 
over the proposed transactions.

The fees and expenses to be paid in 
connection with the proposed issuance 
and sale of bonds are to be supplied by 
amendment.

Notice is further given that any inter­
ested person may, not later than June 1, 
1964, request in writing that a hearing 
be held on such matter, stating the na­
ture of his interest, the reasons for such 
request, and the issues of fact or law

raised by said declaration which he de­
sires to controvert; or he may request 
that he be notified if the Commission 
should order a hearing thereon. Any 
such request should be addressed: Secre­
tary, Securities and Exchange Commis­
sion, Washington, D.C., 20549. A  copy 
of such request should be served per­
sonally or by mail (air mail if the person 
being served is located more than 500 
miles from the point of mailing) upon 
declarant at the above-stated address, 
and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) 
should be filed contemporaneously with 
the request. At any time after said date, 
the declaration, as filed or as amended, 
may be permitted to become effective as 
provided in Rule 23 of the general rules 
and regulations promulgated under the 
Act, or the Commission may grant ex­
emption from such rules as provided in 
Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate.

For the Commission (pursuant to dele­
gated authority).

[ seal] O rval L . D uB o is ,
Secretary.

[F.R. Doc. 64-4842; Filed, May 14, 1964;
8:47 am .]

[File No. 1-4722]

TASTEE FREEZ INDUSTRIES, INC. 
Order Summarily Suspending Trading 

M ay  11, 1964.
The common stock, 67 cents par value, 

of Tastee Freez Industries, Inc., being 
listed and registered on the American 
Stock Exchange; and

The Commission being of the opinion 
that the public interest requires the sum­
mary suspension of trading in such se­
curity on such Exchange and that such 
action is necessary and appropriate for 
the protection of investors; and

The Commission being of the opinion 
further that such suspension is necessary 
in order to prevent fraudulent, decep­
tive or manipulative acts or practices, 
with the result that it will be unlawful 
under section 15(c) (2) of the Securities 
Exchange Act of 1934 and the Commis­
sion’s Rule 15c2-2 thereunder for any 
broker or dealer to make use of the mails 
or of any means or instrumentality of 
interstate commerce to effect any trans­
action in, or to induce or attempt to in­
duce the purchase or sale of any such 
security, otherwise than on a national 
securities exchange;

I t  is ordered, Pursuant to section 19(a) 
(4) of the Securities Exchange Act of 
1934, that trading in such security on 
the American Stock Exchange be sum­
marily suspended in order to prevent 
fraudulent, deceptive or manipulative 
acts or practices, this order to be effec­
tive for the period May 12, 1964, through 
May 21, 1964, both dates inclusive.

By the Commission.
[ seal] O rval L . D tjB o is ,

Secretary.
]F.R. Doc. 64-4843; Filed, May 14, 1964;

8:47 am .]
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SMALL BUSINESS ADMINISTRA­
TION

[Declaration of Disaster Area 466]

NEW YORK
Declaration of Disaster Area

Whereas, it has been reported that 
during the month of April, 1964, because 
of the effects of certain disasters, dam­
age resulted to residences and business 
property located in Albany and Che­
nango Counties, in the State of New 
York;

Whereas, the Small Business Admin­
istration has investigated and has re­
ceived other reports of investigations of 
conditions in the area affected;

Whereas, after reading and evaluating 
reports of such conditions, I  find that 
the conditions in such area constitute a 
catastrophe within the purview of the 
Small Business Act, as amended.

Now, therefore, as Executive Admin­
istrator of the Small Business Adminis­
tration, I  hereby determine that:

1. Applications for disaster loans un­
der the provisions of section 7(b )(1 ) of 
the Small Business Act, as amended, may 
be received and considered by the Offices 
below indicated from persons or firms 
whose property, situated in the aforesaid 
Counties and areas adjacent thereto, 
suffered damage or destruction result­
ing from flood and accompanying condi­
tions occurring on or about March 7, 
1964.-

Offices

Small Business Administration Regional
Office, 42 Broadway, New York 4, N.Y. 

Small Business Administration Branch Office,
500 South Salina Street, Syracuse, N Y .

2. Applications for disaster loans un­
der the authority of this Declaration 
will not be accepted subsequent to Octo­
ber 31,1964.

Dated: April 30,1964.
Ross D. Davis, 

Executive Administrator.
[PJl. Doc. 64-4829; Piled, May 14, 1964;

8:45 a.m.]

INTERSTATE COMMERCE 
COMMISSION

FOURTH SECTION APPLICATIONS FOR 
RELIEF

M ay  12, 1964.
Protests to the granting of an appli­

cation must be prepared in accordance 
with Rule 1.40 of the general rules of 
practice (49 CFR 1.40) and filed within 
15 days from the date of publication of 
this notice in the F ederal R egister.

L ong-and-S hort H atjl

FSA No. 39010: Bituminous fine coal to 
jCornell, Wis. Filed by Illinois Freight 
Association, agent (No. 243), for inter­
ested rail carriers. Rates on bituminous 
fine coal, as described in the application, 
subject to annual volume tonnage of 22,- 
500 tons, from mine origins in Illinois,

Indiana and western Kentucky, to Cor­
nell, Wis.

Grounds for relief: Carrier competi­
tion.

Tariff: Illinois Freight Association, 
agent, tariff I.C.C. 1040.

FSA No. 39011: T.O.F.C. rates—glass­
ware from Houston, Tex. Filed by 
Southwestern Freight Bureau, agent (No. 
B-8545), for interested rail carriers. 
Rates on glassware, loaded in highway 
trailers and transported on railroad flat 
cars, in trailer-loads, from Houston, 
Tex., to points in southwestern territory 
also Memphis, Term., and Natchez, Miss.

Grounds for relief: Modified short-line 
distance scale and grouping.

Tariff: Supplement 165 to Southwest­
ern Freight Bureau, agent, tariff I.C.C. 
4353.

FSA No. 39012: Substituted service— 
Soo Line for Collins Truck Line, Inc., 
et al. Filed by A. R. Fowler, agent (No. 
12), for interested carriers. Rates on 
property loaded in highway trailers and 
transported on railroad flatcars, between 
Minneapolis, Minn., on the one hand, and 
Bismark, Devils Lake, Minot, and Valley 
City, N. Dak., on the other,' on traffic 
originating at or destined to such points 
or points beyond as described in the 
application.

Grounds for relief; Motor-truck com­
petition.

Tariff: A. R. Fowler, agent, tariff MF- 
I.C.C. A-95.

FSA No. 39013: Cement clinker be­
tween Douro, Tex, and Bushland, Tex. 
Filed by Texas-Louisiana Freight Bu­
reau, agent (No. 502), for interested rail 
carriers. Rates on cement clinker, in 
carloads, subject to aggregate minimum 
of five cars per shipment, between Bush- 
land, Tex., and Douro, Tex.

Grounds for relief: Market competi­
tion.

Tariff: Supplement 9 to Texas-Louisi- 
ana Freight Bureau, agent, tariff I.C.C. 
1001 .

By the Commission.
[ seal] H arold D. M cCo y ,

Secretary.
[FJR. Doc. 64-4858; Filed, May 14, 1964;

8:47 a.m.]

[Notice 984]

MOTOR CARRIER TRANSFER 
PROCEEDINGS

M ay 12, 1964.
Synopses of orders entered pursuant to 

section 212(b) of the Interstate Com­
merce Act, and rules and regulations 
prescribed thereunder (49 CFR Part 
179), appear below:

As provided in the Commission’s spe­
cial rules of practice any interested per­
son may file a petition seeking recon­
sideration of the following numbered 
proceedings within 20 days from the date 
of publication of this notice. Pursuant to 
section 17(8) of the Interstate Commerce 
Act, the filing of such a petition will 
postpone the effective date of the order 
in that proceeding pending its disposi­
tion. The matters relied upon by peti­
tioners must be specified in their peti­
tions with particularity.

No. MC-FC 66573. By order of May 8 
1964, the Transfer Board approved the: 
transfer to United Petroleum Carriers 
Inc;, Lyndhurst, N.J., of the certificate in 
No. MC 119725, issued September 6, 1962 i 
to Hillman Bulk Service, Inc., Lynd­
hurst, N.J., authorizing the transporta-? 
tion of : Castor beans, from Edgewater 
N.J., to Philadelphia, Pa.; salt, fuller’s 
earth, pumice, castor beans, linseed cake, 
and bags, from New York, N.Y., to Edge- 
water, N.J., vegetable oils, in tank ve­
hicles, from Edgewater, N.J., to points in 
New York, Connecticut, Rhode Island, 
Massachusetts, Pennsylvania, Delaware, 
and Maryland within 175 miles of Edge- 
water; vegetable oils, between Edgewater, 
N.J., on the one hand, and, on the other! 
points in New York and Pennsylvania as 
specified; vegetable oils, in bulk, in tank 
vehicles, from Edgewater, N.J., to Wash­
ington, D.C. LeRoy Danziger, 334 King 
Road, North Brunswick, N.J., attorney 
for applicants.

No. MC-FC 66622. (Republication.) 
By order of May 8, 1964 the Transfer 
Board approved the transfer to Many's 
Express, Inc., Ossining, N.Y., of the op­
erating rights in Certificates in Nos. MC 
91725 and MC 91725 (Sub-No. 1) issued 
March 4, 1941, and November 29, 1946, 
respectively, to John M. Many, doing 
business as Many’s Express, Ossining, 
N.Y., authorizing the transportation, over 
irregular routes, of: Household goods, as 
defined by the Commission, in a radial 
movement, between Ossining, N.Y./ and 
points in New Jersey, Connecticut, Rhode 
Island, Massachusetts, and Pennsylvania, 
and Airplane and hospital instruments 
and electrical equipment, from Ossininĝ  
N.Y., to specified cities in New Jersey. ’

Note: The purpose of this republication is 
to reflect that the order entered in No. MC-FC 
66622, has been amended and reissued to in­
clude the transfer to transferee of the operat­
ing rights in Certificate in No. MC 91725 (Sud- 1 
No. 1) issued November 29, 1946, authorizing 
the transportation of household goods, be­
tween Ossining, N.Y., and points in Massa­
chusetts and Pennsylvania, in a radial mov.- i 
ment. Emanuel Lauterbach, First West­
chester Bank Building, Ossining, N.Y, at­
torney for applicants.

No. MC-FC 66723. By order of May 8, 
1964, the Transfer Board approved the 
transfer to Rodi Auto Towing Co, me., j 
Chicago, 111., of the operating rights m 
Certificates in Nos. MC 117039 and M ; 
117039 (Sub-No. 1), issued by the com-| 
mission August 20, 1958 and June u , 
1961, respectively, to Harold R. ' 
doing business as Rodi Auto Towing -j 
Chicago, HI, authorizing the transporta­
tion, over irregular routes, of w*60̂  
disabled motor vehicles, by use of wrec^i, 
equipment only, between C h icago , ,  > \ 
on the one hand, and, on the other, p j 
in Illinois, Indiana, and riis. i
cept Milwaukee), and of wrecked j 
abled motor vehicles, between Chica^. 
I l l,  on the one hand, and, on the otfiff. 
points in Iowa and Michigan. , *
M. Scanlan, 111 West Washington Stree 
Chicago 2, 111, attorney for ^ P j cafnSay

No. MC-FC 66756. By order of May 

8, 1964, the Transfer Board jAiling- 
the transfer to John P. O Rei^y> j^c 
ton. Mass, of the ^Job»’
20869, issued September 15,1949, w 
P. O’Reilly, Inc, Arlington, Mass,
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thorizing the transportation of: Such 
merchandise as is dealt in by wholesale, 
retail, and chain grocery and food busi­
ness houses, and, in connection there­
with, equipment, materials, and supplies 
used in the conduct of such business, 
between points within a specified Mas­
sachusetts territory and points on Cape 
Cod; and between points in the said spec­
ified territory on the one hand, and, on 
the other, Springfield, Mass., Providence, 
R.I., and Portland, Maine. Francis E. 
Barrett, Jr., 182 Forbes Building, Forbes 
Road, Braintree, 84, Mass., attorney for 
applicants.

No. MC-FC 66830. By order of May
8,1964, the Transfer Board approved the 
transfer to Pennland Tankers, Inc., Oil 
City, Pa., of Certificates in Nos. MC 
112846, MC 112846 (Sub-No. 2), MC 
112846 (Sub-No. 7), MC 112846 (Sub- 
No. 9), MC 112846 (Sub-No. 12), MC 
112846 (Sub-No. 15), MC 112846 (Sub- 
No. 16), MC 112846 (Sub-No. 18), MC 
112846 (Sub-No. 20), MC 112846 (Sub- 
No. 22), MC 112846 (Sub-No. 24), MC 
112846 (Sub-No. 28), MC 112846 (Sub- 
No. 29), MC 112846 (Sub-No. 31), MC 
112846 (Sub-No. 33), and MC 112846 
(Sub-No. 35), issued December 26, 1951, 
October 15, 1956, January 4, 1957, Oc­
tober 80,1956, February 24,1958, Decem­
ber 26, 1957, June 11, 1958, October 9, 
1958, April 21, 1959, February 2, 1960, 
May 23,1960, May 16,1961, July 27, 1961, 
September 11, 1962, August 8, 1963, and 
April 27, 1964, respectively, to Clare M. 
Marshall, Inc., Oil City, Pa., authorizing 
the transportation, over irregular routes, 
of petroleum and petroleum products 
(except liquefied gases, liquefied petro-

leum gases, and petroleum, -chemicals) 
the exceptions varying as to territory 
served, in bulk, in tank and/or insulated 
tank vehicles, between, to and from points 
and areas in Delaware, Illinois, Indiana, 
Maryland, Michigan, New Jersey, New 
York, North Carolina, Ohio, Pennsyl­
vania, South Carolina, Virginia, and 
West Virginia; and petroleum white 
mineral oil, petroleum dairy wax, and 
white mineral oil, in bulk, in tank and/or 
insulated tank vehicles, from points in 
Pennsylvania to points in Indiana, Mich­
igan and New York. William L. Brown, 
P.O. Box 611, Oil City, Pa., representa­
tive for applicants.

No. MC-FC 66832. By order of May
8,1964, the Transfer Board approved the 
transfer to Ralph M. Bartholomew, doing 
business as Ireland Transfer & Storage 
Co., 102 Front Street, Ketchikan, Alaska, 
of Certificate in No. MC 123327, issued 
April 22,1963, to Ralph A. Bartholomew, 
Laura S. Bartholomew and Ralph M. 
Bartholomew, a partnership, doing busi­
ness as Ireland Transfer & Storage Co., 
102 Front Street, Ketchikan, Alaska, au­
thorizing the transportation of general 
commodities, including household goods, 
excluding commodities in bulk, over ir­
regular routes, between points on Revil- 
lagigedo and Annette Island, Alaska.

No. MC-FC 66881. By order of May 
8,1964,.the Transfer Board approved the 
transfer to Charles Tuzzolino, doing busi­
ness as C. Tuzzi, Brooklyn, N.Y., of Cer­
tificate in No. MC 89377, issued February 
19,1963, to Joseph Eletto Transfer, Inc., 
Valley Stream, New York, authorizing the 
transportation of new furniture, over ir­
regular routes, from New York, N.Y., to 
points in that part of New Jersey and

New York within 35 miles of New York, 
N.Y., with no transportation for compen­
sation on return except as otherwise au­
thorized. Morris Honig, 150 Broadway, 
New York 38, N Y.,, attorney for appli­
cants.

No. MC—FC 66884. By order of May 8, 
1964, the Transfer Board approved the 
transfer to Herrin Transportation Co., 
A Delaware Corporation, Houston, Tex., 
the operating rights in Certificate in No. 
MC 1124, and those set forth in Certifi­
cates issued under that docket series in 
subsequently-issued proceedings begin­
ning with MC 1124 (Sub-No. 5) and with 
certain docket numbers omitted ex­
tending to and including MC 1124 (Sub- 
No. 191), issued during the period 1943 
up to, and including the year 1963, au­
thorizing the transportation, over regu­
lar and irregular routes, of: General 
commodities, with no exceptions, between 
points in Louisiana; General commodi­
ties, with certain exceptions, between 
points in Louisiana, Texas, Tennessee, 
Arkansas, Florida, Mississippi, and Ala­
bama; Dangerous explosives, between 
points in Louisiana, Texas, Florida, 
Arkansas, and Oklahoma; Compressed 
gases, between points in Arkansas, Okla­
homa, Texas, Louisiana, and Florida; 
Miscellaneous specified commodities, be­
tween points in Texas, Missouri, Illinois, 
Louisiana, Arkansas, Kansas, Tennessee, 
and Ohio. Leroy Hallman, First Na­
tional Bank Building, Dallas 2, Tex., 
attorney for applicants.

[seal] H arold D. M cCo y ,
Secretary.

[F.R. Doc. 64-4859; Filed, May 14, 1964;
8:48 a.m.]

V
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