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Latest- Edition

Guide to Record Retention 
Requirements

[Revised as of January 1, 1968]

This useful reference tool is designed 
to keep businessmen and the general 
public informed concerning published 
requirements in laws and regulations 
relating to record retention. It con­
tains over 900 digests detailing the 
retention periods for the many types 
of records required to be kept under 
Federal laws and rules.

The “ Guide”  tells the user (1) what 
records must be kept, (2) who must

Price:

keep them, and (3) how long they 
must be kept. Each digest also includes 
a reference to the full text of the basic 
law. or regulation providing for such 
retention.

The booklet’s index, numbering over 
2,000 items, lists for ready reference 
the categories of persons, companies, 
and products affected by Federal 
record retention requirements.

40 cents

Compiled by Office of the Federal Register, National Archives and Records Service, General
Services Administration

Order from Superintendent of Documents, U.S. Government Printing Office 
Washington, D.C. 20402

Published dally, Tuesday through Saturday (no, publication on Sundays, Mondays, or 
on the day after an official Federal holiday), by the Office of the Federal Register, National 
Archives and Records Service, General Services Administration (mail address National 
Archives Building, Washington, D.C. 20408), pursuant to the authority contained in the 

Federal Register Act, approved July 26, 1935 (49 Stat. 500, as amended; 44 U.S.C., Ch. 8B), under regulations prescribed by the Admin­
istrative Committee of the Federal Register, approved by the President (1 CFR Ch. I). Distribution is made only by the Superintendent 
of Documents, U.S., Government Printing Office, Washington, D.C. 20402.

The F e d e r a l  R e g i s t e r  will be furnished by mail to subscribers, free of postage, for $1.50 per month or $15 per year, p a y a b le  in 
advance. The charge for individual copies varies in proportion to thé size of the issue (15 cents for the first 80 pages and 5 cents for 
each additional group of 40 pages, as actually bound). Remit check or money order, made payable to the Superintendent of Documents, 
U.S. Government Printing Office, Washington, D.C. 20402.

The regulatory material appearing herein is keyed to the C o d e  o p  F e d e r a l  R e g u l a t i o n s , which is published, under 50 titles, pur­
suant to section 11  of the Federal Register Act, as amended. The C o d e  o p  F e d e r a l  R e g u l a t i o n s  is sold by "the Superintendent o f  
Documents. Prices of books and pocket supplements are listed in the first F e d e r a l  R e g i s t e r  issue of each month.

There are no restrictions on the republication of material appearing in the F e d e r a l  R e g i s t e r  or the C o d e  o p  F e d e r a l  R egulations.
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15107

Rules and Regulations
Title 7— AGRICULTURE

Chapter II— Consumer and Marketing 
Service (Consumer Food Programs), 
Department of Agriculture

PART 220— SCHOOL BREAKFAST AND 
NONFOOD A SSISTA N C E PRO­
GRAMS AND STATE ADMINISTRA­
TIVE EXPENSES

Appendix— Apportionment of School 
Breakfast Program Funds Pursuant 
to Child Nutrition Act of 1966, Fiscal 
Year 1969
Pursuant to section 4 of the Child 

Nutrition Act of 1966, Public Law 89- 
642, 80 Stat. 886, food assistance funds 
available for the fiscal year ending June 
30, 1969, are apportioned among the 
States as follows:

Total Withheld
State apportion- State forment agency private _ schools

Alabama;
Alaska_______________
Arizona. .  .  . ____ . . .
Arkansas____________
California____________
Colorado_____________
Connecticut..._______
Delaware____ _______
Districi of Colum bia.
Florida____ __________
Georgia____. . . . ______
Guam. __________
Hawaii................. .........
Idaho................ ........... .
Illinois._____________ _
Indiana_________ ____
Iowa___ . . . _________
Kansas..........................
Kentucky.________ . . .
Louisiana. . . . .  -___
Maine.................. . 1 . . .
Maryland__„ _______
Massachusetts._______
Michigan,,..._________
Minnesota____________
Mississippi....... ......... ..
Missouri. _____________
Montana.-._____. . . . . .
Nebraska:;.__________
Nevada.. . . . . . . . ' .  . .
New H am p sh ire ......
New Jersey...__ _____
New Mexico____ _____
New Y ork.....................
North Carolina___ . . .
North Dakota___ :____
Ohio.......... ..............
Oklahoma.............. .
Oregon......................
Pennsylvania.. . .  ____
Puerto R ico__________
Rhode I s la n d .. .____
South Carolina...........
South Dakota__ _____
Tennessee.____ _ .
Texas..Utah__
Vermont.. ................ . I
Virginia .......................
Virgin Islands___ 1 . . .
Washington____. . . . . .
West Virginia_______ _
Wisconsin____________
Wyoming......... ........... ..
Samoa, A m erica n .._

$77,152 
50,891 
57,555 
66,305
82.553 
58,711 
57,598
52.236 
51,347 
82,291 
88,749 
15,793 
55,426 53,754
75.236 
70,343 
65,573 60,192 
74,867 
84,473 
54,667 
61,120 
70,089 
72,064 
69,721 
72,527 70,802 
62,678 
56,742 50,748 62,729
61.31156.312 

105,837 • 93,543
54,297 
84,233 
61,862 
57,694 
84,106 
73,693 
51,493 76,172 
53,532 
76,099 
91,217 
57,454 51,629
74.553 
15,872 
60.650 
60,432 
65,980 
61,386 
15,411

$75,413 $1,739
60,891 ...... ......55,337 2,218
64,707 1,598
82,553 .......... .
55,126 3,585
57,598 .............
51,808 428
51,347 .............
80,736 1,55588,749
11,612 4,181
52,186 3,240
52.312 1,442
75,236 ___ ___
70,343 —......... .
58,027 7,54660,192
74,867 _
84,473 .............
48,688 6,079
69,406 1,714
70,089 .............
66,260 5,804
61,819 7,902
72,527 .............70,802 ...... ......
49,725 2,953
48,752 7,990
50.410 338
52,729 ......... .
64,823 6,48856.312 . . . . . .__

105,837 .............93,543 .........
48,575 5,722
76,550 7,683
61,862 .............57,694 ......
74,711 9,395
73,693 .........
51,493 .........
76,362 810
53,532 .............
74,951 1,148
88,164 3,053
57,271 183M S9Q
73’, 896 ...... 1,05715,872 . . . . .___;
59,142 1,508
59,233 1,199
54,052 11,928
51,386 . . .___...
15.411 ..........

Total..............  3,500,000 3,389,514 110,486

(Secs. 2, 4, 6, 8 through 16, 80 Stat. 885-890; 
42 U.S.C. 1771, 1773, 1775, 1777-1785)

Dated: October 4, 1968.
R odney E. Leonard,

Administrator.
[F.R. Doc. 68-12291; Filed, Oct. 9, 1968; 

8:45 a.m.]

(Secs. 2, 5, 6, 8 through 16, 80 Stat. 885-890; 
42 U.S.C. 1771, 1774, 1775, 1777-1785)

Dated: October 4, 1968.
R odney E. Leonard,

Administrator.
[F.R. Doc. 68-12294; Filed, Oct. 9, 1968; 

8:45 a.m.]

PART 220— SCHOOL BREAKFAST AND 
NONFOOD A SSISTA N C E PRO­
GRAMS AND STATE ADMINISTRA­
TIVE EXPENSES

Appendix— Apportionment of Non­
food Assistance Funds Pursuant to 
Child Nutrition Act of 1966, Fiscal 
Year 1969
Pursuant to section 5 of the Child 

Nutrition Act of 1966, Public Law 89-642, 
80 Stat. 887, nonfood assistance funds 
available for the fiscal year ending June 
30, 1969, are apportioned among the 
States as follows:

Total Withheld
State apportion- State for

* ment agency private
schools

Alabama__*_____ ■ $23,817
Alaska___ ____. . . . .  782
Arizona. ............ 6,628
Arkansas............... 14,303
California_ft____ _ 28,555
Colorado. . . . . . . .___  7,641
Connecticut___ ..L.. 6,665
Delaware_____ .... .  1,962
District of Columbia. 1,182Florida...................  28,325
Georgia.......______ 33,990Guam.;...________  696
Hawaii...........:__  4,760
Idaho.....................  3,293
Hlinois . . . .__ ... . . .  22,137
Indiana..,—... .___  17,845
Iowa..;__ _______  13,661
Kansas  i 8,940
Kentucky................  - 21,813
Louisiana_,----------- 30,240
Maine....... : . . . .____ 4,094
Maryland____ $___  9,754
Massachusetts___ ... 17,622
Michigan................ . 19,354
Minnesota... ............  17,299
Mississippi...............  19,761
Missouri.--—:'..—..--.. 18,247
Montana......... . 2,349
Nebraska_i-;«*........  5,914
Nevada _______ . ’ 656New Hampshire. . . . .  a? 2,394
New Jersey__... . . . .  9,922
New Mexico............« 5, 536.N ew Y ork................ 48.980
.North Carolina...__  38,195
'North Dakota___ ... 3,770
Ohio-— - — ____- 30,028Oklahoma................ 10,405
Oregon ........     6,749
Pennsylvania..___ — 29,918
Puèrto Rico. ____  — 20,783
Rhode Island______  1,310
South Carolina_____ - 22,958
South Dakota__ ___ 3,098
Tennessee................ 22,893
Texas..... _...............  36,154Utah...... ..........—_ 0,539
Vermont___ ______  1,341
Virginia................  21,889
Virgin Islands__ ___ 765
Washington________ 9,343
West Virginia...,__ :__ 9,151Wisconsin___ c........ 14,018
Wyoming_________  1,216
Samoa, American___ 360

$23,280 $537782 .............
6.373 255

13,958 345
28,555
7,174 467
6,665 .......... .
1,946 16
1,182.......... .

27,790 535
33,990 .............512 184
4,482 278
3,205 88

22,137 .............
17,845
12,089 1, 572

- 8,940 .............
21,813.............
30,240 ...... .
3,639 4559,480 274

17,622 .............
17,795 1,559
15,338 1,96119,761.......... .
18,247 ...... .......
2,217 132
5,081 833

652 42,394 _____....
8,872 1,050
5,536 .............

48,980 .............38,195 ......
3.373 397

27,289 2,73910,405
6,749 .............

26, 576 3,342
20,783 .............
1,310 .............

22,714 244
3,098 .............

22,548 345
34,944 1,210
6,518 211,341.............

21,580 309765 .......... .
9, 111 232
8,969 182

11,484 2,534
1,216 .............

360 .............

Chapter X— Consumer and Marketing
Service (Marketing Agreements and
Orders; Milk), Department of Agri­
culture
PART 1062— MILK IN ST. LOUfS- 

OZARKS MARKETING AREA
PART 1071— MILK IN NEOSHO 

VALLEY MARKETING AREA
Determination of Equivalent Price for

Use in Computing Class I Prices
Pursuant to the provisions of the Agri­

cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.), 
and of the order regulating the handling 
of milk in the Neosho Valley marketing 
area (7 CFR Part 1071) it is hereby found 
and determined that :

(1) The Class I price of the Neosho 
Valley order is based in part on the Class 
I price of the Ozarks order (Part 1067). 
The Neosho Valley order provides in 
§ 1071.51(a) (2) f “The price for Class I 
milk of 3.5 percent butterfat content es­
tablished for the same month or delivery 
period under Part 1067 of this chapter 
regulating the handling of milk in the 
Ozarks marketing area, plus 15 cents” .

(2) Effective October 1, 1968, the 
Ozarks order will be merged with the St. 
Louis, Mo., order into one order regulat­
ing the handling of milk in the St. Louis- 
Ozarks marketing area, pursuant to an 
order issued September 26, 1968.

(3) For the purpose of computing the 
Neosho Valley Class I price, the Class I 
price announced for Zone I under the 
St. Louis-Ozarks milk order (Part 1062) 
will be equivalent to the price specified 
in § 1071.51(a) (2) of the Neosho Valley 
order and should be used in lieu thereof 
in computation df the Class I price of 
the Neosho Valley order until such time 
as the Neosho Valley order may be 
amended.

Therefore, good cause exists for mak­
ing this determination effective Octo­
ber 1, 1968.

Effective date: October 1,1968.
Signed at Washington, D.C., on Oc­

tober 4, 1968.
Orville L. F reeman,

Secretary.
Total..............  750,000 727,900 22,100 l?*®» ■̂>OCt 68-12316; Filed, Oct. 9, 1968;
_______________________________ _ 8:46 a.m.]
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15108 RULES AND REGULATIONS

[Milk Order 133 [
PART 1133— MILK IN INLAND 

EMPIRE MARKETING AREA
Order Suspending Certain 

Provisions
Pursuant to the provisions of the Agri­

cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.), 
and of the order regulating the handling 
of milk in the Inland Empire marketing 
area (7 CFR Part 1133), it is hereby 
found and determined that:

(a) The following provisions of the 
order no longer tend to effectuate the 
declared policy of the Act for the month 
of September 1968.

(1) In paragraph (c) of § 1133.12 the 
provision: “and 20 percent in the month 
of September’’, where such provision ap­
pears in both subparagraphs (1) and
(2) of such paragraph; and

(2) The word “September” which ap­
pears in the second sentence of § 1133.12
( c ) (5).

(b) Thirty days notice of the effective 
date hereof is impractical, unnecessary, 
and contrary, to the public interest in 
that:

(1) This suspension order does not re­
quire of persons affected substantial or 
extensive preparation prior to the effec­
tive date.

(2) This suspension order is necessary 
to reflect current marketing conditions 
and to maintain orderly marketing con­
ditions in the marketing area.

(3) The suspension will permit a han­
dler to divert producer milk from a pool 
plant to a nonpool plant during the 
month of September 1968 without limit, 
if the milk of such producers had been 
received at a pool plant prior to diversion 
(but not necessarily in the current 
month). The proposed suspension will 
permit dairy farmers who have supplied 
the fluid milk requirements of the mar­
ket to continue as producers under the 
order.

(4) Interested parties were afforded 
opportunity to file written data, views, 
or arguments concerning this suspen­
sion (33 P.R. 14173).

A cooperative association whose mem­
bers also supply milk to handlers regu­
lated by the order opposed, at this time, 
the suspension for October and Novem­
ber 1968. It stated that unlimited diver­
sion for October and November might 
encourage the pooling of additional pro­
ducers who have not been associated with 
the market. This could lower returns for 
dairy farmers who have regularly sup­
plied the fluid milk requirements of the 
market.

Furthermore, unlimited diversion for 
October and November would tend to 
diminish the desired effect of the sea­
sonal incentive plan for the market, 
which provides for fall production in­
centive payments from a fund estab­
lished last spring by deductions from 
payments to producers who were asso­
ciated with the market at that time.

Therefore, good cause exists for mak­
ing this order effective for the month of 
September 1968 upon publication in the 
Federal R egister.

It is therefore ordered, That the afore­
said provisions of the order are hereby 
suspended for the month of September
1968.
(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674)

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

Signed at Washington, D.C., on Octo­
ber 4, 1968.

Orville L. F reeman,
Secretary.

[F.R. Doc. 68-12315; Filed, Oct. 9, 1968;
8:46 a.m.] *

Title 9— ANIMALS AND 
ANIMAL PRODUCTS

Chapter I— A g ricu ltu ra l Research
Service, Department of Agriculture

SUBCHAPTER C— INTERSTATE TRANSPORTATION 
OF ANIMALS AND POULTRY

PART 83— DUCK VIRUS ENTERITIS 
(DUCK PLAGUE)

Approved Source Flocks
Pursuant to the provisions of sections 

1 and 3 of the Act of March 3, 1905, as 
amended, sections 1 and 2 of the Act of 
February 2, 1903, as amended, sections 
4, 5, 6, and 7 of the Act of May 29, 1884, 
as amended, and section 3 of the Act of 
July 2, 1962 (21 U.S.C. I l l, 112, 113, 115, 
117, 120, 123, 125, and 134b), §83.7 of 
Part 83, Title 9, Code of Federal Regu­
lations, designated “Duck Virus Enteritis 
(Duck Plague)”  is hereby amended in 
the following respects:.

Subparagraph (3) of paragraph (b) 
of § 83.7 is amended to read as follows:
§ 83.7 Approval and maintenance of 

source flocks.
* * * * *

(b) * * *
(3) The flock has been maintained 

free from exposure to duck virus en­
teritis, has never been vaccinated with a 
live duck virus enteritis agent, and has 
not been exposed to waterfowl vaccinated 
with such an agent.

* * * * *
(Secs. 1 and 2, 32 Stat. 791 and 792, as 
amended, secs. 4, 5, 6, and 7, 23 Stat. 32, as 
amended, secs. 1 and 3, 33 Stat. 1264 and 1265, 
as amended, sec. 3, 76 Stat. 130; 21 TJ.S.C. 
I ll ,  112, 113, 115, 117, 120, 123, 125, 134b. 
29 F.R. 16210, as amended)

Effective \ date. The foregoing amend­
ment shall become effective upon publica­
tion in the Federal R egister.

The purpose of this amendment is to 
facilitate a Federal-State program now 
in operation in the State of New York 
for the control and eradication of duck 
virus enteritis by prohibiting the use of 
live duck virus enteritis vaccine in ap­
proved source flocks of commercial 
domestic waterfowl until this product 
has been properly evaluated and its 
possible contagion determined. In order 
to accomplish its purpose, the amend­
ment should be made effective as soon

as possible. Therefore, under the ad­
ministrative procedure provisions in 5 
U.S.C. 553, it is found upon good cause 
that notice and other public procedure 
with respect to the amendment are im­
practicable and contrary to the public 
interest and good cause is found for mak­
ing it effective less than 30 days after 
publication in the Federal R egister.

Done at Washington, D.C., this 4th day 
of October 1968.

R. J. Anderson, 
Acting Administrator, 

Agricultural Research Service.
[F.R. Doc. 68-12364; Filed, Oct. 9, 1968;

8:50 a.m.]

Title 14— AERONAUTICS AND 
SPACE

Chapter I— Federal Aviation Admin­
istration, Department of Transpor­
tation

[Airspace Docket No. 68-CE-47]
p a r t  71 — DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS

Designation of Control Zone and 
Alteration of Transition Area

On pages. 10459 and 10460 of the Fed­
eral R egister dated July 23, 1968, the 
Federal Aviation Administration pub­
lished a notice of proposed rule making 
which would amend §§ 71.171 and 71.181 
of Part 71 of the Federal Aviation Regu­
lations so as to designate a control zone 
and alter the transition area at Glasgow, 
Mont.

Interested persons were given 45 days 
to submit written comments, suggestions, 
or objections regarding the proposed 
amendments.

No objections have been received and 
the proposed amendments are hereby 
adopted without change and are set 
forth below.

These amendments shall be effective 
0901 G.m.t., December 12, 1968.
(Sec. 307(a), Federal Aviation. Act of 1958; 
49 U.S.C. 1348)

Issued in Kansas City, Mo., on Septem­
ber 20, 1968.

D aniel E. Barrow, 
Acting Director, Central Region.

(1) In § 71.171 (33 F.R. 2058), the fol­
lowing control zone is added:

G l a s g o w , M o n t .

Within a 5-mile radius of Glasgow Inter­
national Airport (latitude 48°12'50'' N. lon­
gitude 106°37'10'' W.); within 2 miles each 
side of the 079° bearing from Glasgow In­
ternational Airport, extending from the 5- 
mile radius zone to 8 miles east of the air­
port; and within 2 miles each side of the 
290° bearing from Glasgow International 
Airport; extending from the 5-mile radius 
zone to 8 miles west of the airport.

(2) In § 71.181 (32 F.R. 2148) the fol­
lowing transition area is amended to 
read:
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G l a s g o w ,  M o n t .

That airspace extending upward from 700 
feet above the surface within an 8-mile 
radius of Glasgow International Airport 
(latitude 48°12'50" N„ longitude 106°37'10" 
W.) I ' and within 2 miles each side of the 
Glasgow VOR 195° and 015° radiais extend­
ing from the 8-mile radius area to 8 miles 
north of the VOR; and that airspace extend­
ing upward from 1,200 feet above the sur­
face within 8 miles south and 5 miles north 
of the 290° bearing from Glasgow Interna­
tional Airport, extending from the airport 
to 12 miles west of the airport; within 8 miles 
north and 5 miles south of the 079° bear­
ing from Glasgow International Airport, ex­
tending from the airport to 12 miles east 
of the airport; and within 8 miles west and 
5 miles east of the Glasgow VOR 195° and 
015° radiais, extending from 12 miles north 
to 12 miles south of the VOR.
[P.R. Doc. 68-12362; Piled, Oct. 9, 1968;

8:50 a.m.]

[Airspace Docket No. 68-WE-63]
PART 71— d e s ig n a t io n  o f  f e d e r a l

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS
Designation of Transition Area

On August 24, 1968, a notice of pro­
posed rule making was published in the 
Federal R egister (33 P.R. 12056) stating 
that the Federal Aviation Administration 
was considering an amendment to Part 
71 of the Federal Aviation Regulations 
which would designate a new transition 
area to be known as San Carlos, Ariz.

interested persons were given 30 days 
in which to submit written comments, 
suggestions, or objections. No objections 
have been received and the proposed 
amendment is hereby adopted without 
change.

Effective date. This amendment shall 
be effective 0901 G.m.t., December 12, 
1968.

Issued in Los Angeles, Calif., on Oc­
tober 1, 1968.

A rvin O . B asnight, 
Director, Western Region.

In § 71.181 (33 F.R. 2137), the follow­
ing transition area is added:

S a n  C a r l o s , A r i z .

That airspace extending upward from 
12,000 feet MSL bounded bn the northwest 
by the southeast edge of V—190, on the east 
by an arc of a 115 mile radius circle centered 
on Williams APB, Ariz. (latitude 33°18'25" 
N„ longitude 111°39'35" W.); on the south 
by the north_ edge of V—94 and on the west 
by longitude 110°52'00" W.
[F.R. Doc. 68-12352; Piled, Oct. 9, 1968; 

y  8:49 a.m.]

[Airspace Docket No. 68-WE-65]
PART 71— DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE,
a n d  r e p o r t in g  p o in t s

Alteration of Transition Area
On August 24, 1968, a notice of pro­

posed rule making was published in the

RULES AND REGULATIONS

F ederal R egister (33 FJR. 12056) stating 
that the Federal Aviation Administration 
was considering an amendment to Part 
71 of the Federal Aviation Regulations 
which would alter the Jackson, Wyo., 
transition area.

Interested persons were given 30 days 
in which to submit written comments, 
suggestions, or objections. No objections 
have been received and the proposed 
amendment is hereby adopted without 
change.

Effective date. This amendment shall 
be effective 0901 G.m.t., December 12, 
1968.

Issued in Los Angeles, Calif., on Oc­
tober 1,1968.

A rvin O. B asnight, 
Director, Western Region.

In § 71.181 (33 F.R. 2199) the Jackson, 
Wyo. transition area is amended to read 
as follows:

J a c k s o n , W y o .

That airspace extending upward from 700 
feet above the surface within a 5-mile radius 
circle centered on Jackson Hole Airport, Wyo. 
(latitude 43°36'24" N„ longitude 110°44'13" 
W.) ; that airspace extending upward from 
1,200 feet above the surface within 6 miles 
west and 9 miles east of the Jackson VOR 
200° and 020° radiais, extending from 23 
miles south to 11 miles north of the VOR, 
and within 6 miles north and 9 miles south 
of the Dunoir, Wyo. VOR 282° and 102° 
radiais, extending from 8 miles east to 21 
miles west of the VOR, and that airspace 
within 5 miles each side of the Jackson VOR 
107° radial extending from 9 to 15 miles east 
of the VOR.
[P.R. Doc. 68-12353; Piled, Oct. 9, ; 1968;

8:49 a.m.]

[Airspace Docket No. 68-WE-75]
PART 71— DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS

Alteration of Transition Area
The purpose of this amendment to 

Part 71 of the Federal Aviation Regu­
lations is to alter the description of the 
Newport, Oreg., transition area.

The VOR/DME 1 approach procedure 
for Newport Airport, Oreg., has been 
revised to provide for the optional use 
of DME to eliminate the necessity of a 
procedure turn. This modification will 
require a 1.5 SM extension to the 700- 
foot portion of the transition area based 
on the 184° T (163° M) radial of the 
Newport VORTAC. The VOR/DME 2 
procedure has been modified to incor­
porate a 10 NM arc transition with no 
procedure turn, extending counterclock­
wise from the 044° T (023° M) to the 
005° T (344° M) radials of the Newport 
VORTAC. This revised procedure will 
require a very small portion of addi­
tional 1,200-foot transition area be­
tween V-27 and V-287 W.

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations 
is amended as hereinafter set forth:

In § 71.181 (33 F.R. 2227) the Newport 
Oreg. transition area is amended by
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striking out the numeral “ 8” in the fifth 
line of the descriptioh of the 700-foot 
portion of the transition area and sub­
stituting “9.5” therefor. Add the fol­
lowing to the 1,200-foot portion of the 
transition area: “ , and that airspace 
between the arcs of a 12 and a 16.5-mile 
radius circle centered on the Newport 
VORTAC, extending counterclockwise 
from the 044° radial to a line 5 miles 
west of a parallel to the 005° radial of 
the VORTAC.”

Since this amendment is minor in 
nature and imposes no additional bur­
den on any person, notice, and public 
procedure are unnecessary.

Effective date. This amendment shall 
be effective 0901 G.m.t., December 12, 
1968.

Issued in Los Angeles, Cailf., on Oc­
tober 1,1968.

A rvin  O. B asnight, 
Director, Western Region.

[F.R. Doc. 68-12354; Filed, Oct. 9, 1968;
8:49 a.m.]

[Airspace Docket No. 68-CE-54]
p a r t  71— d e s ig n a t io n  o f  f e d e r a l

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS
Designation of Transition Area; 

Correction
On September 5, 1968, a final rule was 

published in the F ederal R egister (33 
F.R. 12544), F.R. Doc. 68-10682, which 
designated a transition area at Ida 
Grove, Iowa. However, in the designation 
the longitude coordinate for the Ida 
Grove Municipal Airport was incorrectly 
recited as “longitude 92°26'40" W.” It 
should have read “longitude 95°26'40" 
W.” Action is taken herein to make this 
correction.

Since this amendment is editorial in 
nature and imposes no additional burden 
on any person, notice and public pro­
cedure hereon are unnecessary.

In consideration of the foregoing, 
“ longitude 92°26'40" W., as set forth in 
the transition area designation in F.R. 
Doc. 68-10682, is deleted and “longitude 
95°26'40" W.” is substituted therefor.
(Sec. 307(a), Federal Aviation Act of 1958; 
49 U.S.C. 1348)

Issued in Kansas City, Mo., on Septem­
ber 25, 1968.

E dward C. M arsh , 
Director, Central Region.

[F.R. Doc. 68-12355; Filed, Oct. 9, 1968; 
8:49 a.m.]

[Airspace Docket No. 67-CE-151]
PART 71— DESIGNATION OF FEDERAL 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS

Extension of Federal Airway
On January 5, 1968, a notice of pro­

posed rule making was published in the
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F ederal R egister (33 F.R. 151) stating 
that the Federal Aviation Administration 
was considering an amendment to Part 
71 of the Federal Aviation Regulations 
that would extend VOR Federal airway 
No. 430 from Williston, N. Dak., to Cut 
Bank, Mont., via Glasgow, Mont., and 
Havre, Mont., including a south alternate 
segment between Williston and Glasgow.

Interested persons were afforded an 
opportunity to participate in the pro­
posed rule making through the submis­
sion of comments. Two comments were 
received in response to the notice. The 
comment received from the Air Trans­
port Association of America endorsed 
the proposal. The comment received from 
the Department of the Air Force objected 
to the proposed airway as it would pose 
additional problems and restrictions to 
Air Defense operations and training. The 
Department of the Air Force recom­
mended that the floors of the airway, if 
designated, be raised so as to ensure 
the proper exchange of radar traffic in­
formation between the Air Defense con­
trol facility and the Great Falls, Mont., 
Air Route Traffic Control Center.

The FAA anticipates no more effect on 
military aircraft operations west of Wil­
liston on the proposed segment of V-430 
than is now experienced on the existing 
segment of V-430 east of Williston. The 
FAA also believes the Air Force recom­
mendation to raise the airway floors of 
the proposed segment of V-430 will en­
hance the overall safety of transiting 
aircraft through the military training 
areas. Accordingly, action is taken herein 
to raise the airway floors for the pro­
posed segments of V-430 between Willis­
ton and Cut Bank.

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations is 
amended, effective 0901 G.m.t., Decem­
ber 12, 1968, as hereinafter set forth.

In § 71.123 (33 F.R. 2009) V-430 is 
amended by deleting “From Williston, N. 
Dak.,” and substituting “From Cut Bank, 
Mont., 10 miles 12 AGL, 74 miles 55 MSL, 
12 AGL Havre, Mont.; 14 miles 12 AGL, 
103 miles 50 MSL, 12 AGL Glasgow, 
Mont.; 13 miles 12 AGL, 79 miles 50 MSL, 
12 AGL Williston, N. Dak., including a 
south alternate 12 AGL INT Glasgow 
117° and Williston 263° radials, 22 miles 
12 AGL, 33 miles 55 MSL, 12 AGL Willis­
ton;” therefor.
(Sec. 307(a), Federal Aviation Act of 1958; 
49 TJ.S.C. 1348)

Issued in Washington, D.C., on Octo­
ber 3, 1968.

H. B. H elstrom,
Chief, Airspace and Air .

Traffic Rules Division.
[F.R. Doc. 68-12356f Filed, Oct. 9, 1968;

8:49 a.m.]

RULES AND REGULATIONS

Title 16— COMMERCIAL 
PRACTICES

Chapter I— Federal Trade 
Commission 

[Docket No. C-1425]
PART 13— PROHIBITED TRADE 

PRACTICES
Genuine Sportswear Corp. and 

Andor Gestetner
Subpart—Misbranding or mislabeling:

§ 13.1185 Composition: 13.1185-90 Wool 
Products Labeling Act; § 13.1212 For­
mal regulatory and statutory require­
ments: 13.1212-90 Wool Products La­
beling Act, Subpart—Neglecting, unfairly 
or deceptively, to make material disclo­
sure: § 13.1852 Formal regulatory and 
s t a t u t o r y  requirements : 13.1852-80 
Wool Products Labeling Act.
(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret or 
apply sec. 5, 38 Stat. 719; as amended, secs. 
2-5, 54 Stat. 1128-1130; 15 U.S.C. 45, 68) 
[Cease and desist order, Genuine Sportswear 
Corp. et al., New York, N.Y., Docket C-1425, 
Sept. 16, 1968]
In the Matter of Genuine Sportswear 

Corp., a Corporation, and Andor 
Gestetner, Individually and as an 
Officer of Said Corporation

Consent order requiring a New York 
City manufacturer of outerwear sports 
garments to cease misbranding its wool 
products.

The order to cease and desist, includ­
ing further order requiring report of 
compliance therewith, is as follows:

It is ordered, That respondents Genu­
ine Sportswear Corp., a corporation, and 
its officers, and Andor Gestetner, indi­
vidually and as an officer of said corpora­
tion, and respondents’ representatives, 
agents and employees, directly or 
through any corporate or other device, 
in connection with the manufacture for 
introduction into commerce, the intro­
duction into commerce or the offering for 
sale, sale, transportation, distribution, 
delivery for shipment or shipment, in 
commerce, of wool products, as “com­
merce” and “wool product” are defined 
in the Wool Products Labeling Act of 
1939, do forthwith cease and desist from 
misbranding wool products by:

1. Falsely and deceptively stamping, 
tagging, labeling, or otherwise identify­
ing such products as to the character or 
amount of the constituent fibers con­
tained therein.

2. Failing to securely affix to, or place 
on, each such product a stamp, tag, label, 
or other means of identification showing 
in a clear and conspicuous manner, each 
element of information required to be 
disclosed by section 4(a) (2) of the Wool 
Products Labeling Act of 1939.

It is further ordered, That the respond­
ent corporation shall forthwith distribute

a copy of this order to each of its operat­
ing divisions.

It is further ordered, That the respond­
ents herein shall, within sixty (60) days 
after service upon them of this order, file 
with the Commission a report, in Writing, 
setting forth in detail the manner arid 
form in which they have complied with 
this order.

Issued: September 16, 1968.
By the Commission.
[seal] Joseph W. Shea,

Secretary.
[F.R. Doc. 68-12325; Filed, Oct. 9, 1968;

8:47 a.m.]

[Docket No.- C-1426]
PART 13— PROHIBITED TRADE 

PRACTICES
Pachter Garment Co., Inc., and 

Meyer J. Pachter
Subpart—Invoicing products falsely: 

§ 13.1108 Invoicing products falsely: 
13.1108-45 Fur Products Labeling Act. 
Subpart—Misbranding or mislabeling: 
§ 13.1185 Composition: 13.1185-30 Fur 
Products Labeling Act; 13.1185-90 Wool 
Products Labeling Act; § 13.1212 For­
mal regulatory and statutory require­
ments: 13.1212-30 Fur Products Label­
ing Act; 13.1212-80 Textile FiberProd- 
ucts Identification Act; 13.1212-90 $Tool 
Products Labeling Act". Subpatt^tte- 
glecting, unfairly or deceptively, to'Make 
material disclosure: § 13.1845 Compo­
sition: 13.1845-36 Fur Products Label­
ing Act; 13.1845-80 • Wood Products La­
beling Act; § 13.1852 Formal regulatory 
and statutory requirements: 13.1852—35 
Fur Products Labeling Act; 13.1852-70 
Textile Fiber Products Identification 
Act; 13.1852-80 Wool Products Label­
ing Act.
(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended, secs. 
2-5, 54 Stat. 1128-1130, sec. 8, 65 Stat. 179, 72 
Stat. 1717; 15 U.S.C. 45, 68, 69f, 70) [Cease 
and desist order, Pachter Garment Co., Inc., 
et al., Kansas City, Mo., Docket C-1426 
Sept. 16, 1968]
In the Matter of Pachter Garment Co., 

Inc., a Corporation, and Meyer J. 
Pachter, Individually and as an Offi­
cer of Said Corporation

Consent order requiring a Kansas City, 
Mo., manufacturer of ladies’ coats and 
suits to cease misbranding its wool, fur, 
and textile fiber products and falsely in­
voicing its fur products.

The order to cease and desist, includ­
ing further order requiring report of 
compliance therewith, is as follows:

It is ordered, That respondents Pachter 
Garment Co., Inc., a corporation, and its 
officers, and Meyer J. Pachter, individ­
ually and as an officer of said corporation, 
and respondents’ representatives, agents, 
and employees, directly or through any
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corporate or other device, in connection 
with the introduction, manufacture for 
introduction, into commerce, or the offer­
ing forn sale, sale, transportation, dis­
tribution, delivery for shipment or ship­
ment, in commerce, of wool products, as 
“commerce” and “wool product” are 
defined in the Wool Products Labeling 
Act of 1939, do forthwith cease and desist 
from misbranding such products by:

1. Falsely and deceptively stamping, 
tagging, labeling, or otherwise identify­
ing such products as to the character or 
amount of the constituent fibers con­
tained therein.

2. Failing to securely affix to, or place 
on, each such product a stamp, tag, label, 
or other means of identification showing 
in a clear and conspicuous manner each 
element of information required to be 
disclosed by section 4(a) (2) of the Wool 
Products Labeling Act of 1939.

3. Failing to designate on stamps, tags, 
.labels, or other means of identification 
affixed to such wool products, fibers pres­
ent in the amount of less than 5 per 
centum, by the term “other fibers” in­
stead of the generic names or fiber trade­
marks of such fibers.

4. Failing to set forth the common 
generic names of natural fibers or the 
generic names of manufactured fibers es­
tablished in Rule 7 of the regulations 
promulgated under the Textile Fiber 
Products Identification Act, in naming 
shch tfibers in required information on 
stamps, tags, labels or other means of 
identification attached to wool products.

5. Using the term “mohair” in lieu of 
thé word “wool” in setting forth the re­
quired information on labels affixed to 
wool products unless the fibers described 
as mohair are entitled to such designa­
tion and are present in at least the 
amount stated.

It is further ordered, That respond­
ents Pachter Garment Co., Inc., a cor­
poration, and its officers, and Meyer J. 
Pachter, individually and as an officer 
of said corporation, and respondents’ 
representatives, agents, and employees, 
directly or through any corporate or 
other device, in connection with the in­
troduction, or manufacture for introduc­
tion, into commerce, or the sale, adver­
tising, or offering for sale in commerce, 
or the transportation or distribution in 
commerce of any fur product; or in con­
nection with the manufacture for sale, 
sale, advertising, offering for sale, trans­
portation or distribution of any fur 
product which is made in whole or in 
part of fur which has been shipped and 
received in commerce, as the terms 
“commerce”, “ fur” and “ fur product” are 
defined in the Fur Products Labeling 
Act do forthwith cease and desist from:

A. Misbranding fur products by :
1. Failing to affix labels to fur prod­

ucts showing in words and in figures 
plainly legible all of the information re­
quired to be disclosed by each of the 
subsections of section 4(2) of the Fur 
Products Labeling Act.

2. Setting forth on labels attached to 
fur products the name or names of any

animal or animals other than the names 
of the animals producing the fur con­
tained in the fur products as specified 
in the Fur Products Name Guide, and as 
prescribed by the rules and regulations.

3. Failing to set forth the term “nat­
ural” as part of the information re­
quired to be disclosed on labels under 
the Fur Products Labeling Act and the 
rules and regulations promulgated there­
under to describe such fur products 
which are not pointed, bleached, tip- 
dyed, dyed, or otherwise artificially 
colored.

B. Falsely or deceptively invoicing any 
fur product by:

1. Failing to furnish an invoice, as the 
term “invoice” is defined in the Fur 
Products Labeling Act, showing in words 
and figures plainly legible all the infor­
mation required to be disclosed by each 
of the subsections of section 5(b) (1) of 
the Fur Products Labeling Act.

2. Failing to set forth the term “nat­
ural” as part of the information re­
quired to be disclosed on an invoice un­
der the Fur Products Labeling Act and 
rules and regulations promulgated there­
under to describe such fur product which 
is not pointed, bleached, dyed, tip-dyed, 
or otherwise artificially colored.

3. Failing to set forth on an invoice 
the item number or mark assigned to 
such fur product.

It is further ordered, That respondents 
Pachter Garment Co., Inc., a corporation, 
and its officers, and Meyer J. Pachter, 
individually and as an officer of said cor­
poration, and respondents’ representa­
tives, agents, and employees, directly or 
through any corporate or other device, in 
connection with the introduction, de­
livery for introduction, manufacture for 
introduction, sale, advertising, or offer­
ing for sale in commerce, or the importa­
tion into the United States of any textile 
fiber product; or in connection with the 
sale, offering for sale, advertising, de­
livery, transportation, or causing to be 
transported, of any textile fiber product, 
which has been advertised or offered for 
sale in commerce; or in connection with 
the sale, offering for sale, advertising, 
delivery, transportation or causing to be 
transported, after shipment in com­
merce of any textile fiber product, 
whether in its original state or con­
tained in other textile fiber products, as 
the terms “commerce” and “textile fiber 
product” are defined hi the Textile Fiber 
Products Identification Act, do forthwith 
cease and desist from misbranding textile 
fiber products by f ailing to affix labels to 
such textile fiber products showing in a 
clear, legible and conspicuous manner 
each element of information required 
to be disclosed by section 4(b) of the 
Textile Fiber Products Identification 
Act.

It is further ordered, That the respond­
ent corporation shall forthwith distribute 
a copy of this order to each of its operat­
ing divisions.

It is further ordered, That the respond­
ents herein shall, within sixty (60) days 
after service upon them of this order,

file with the Commission a report, in 
writing, setting forth in detail the man­
ner and form in which they have com­
plied with this order.

Issued: September 16,1968.
By the Commission.
[seal] Joseph W . Shea,

Secretary.
[F.R. Doc. 68-12326, Filed, Oct. 9, 1968; 

8:47 a.m.]

Title 19— CUSTOMS DUTIES
Chapter I— Bureau of Customs, 

Department of the Treasury 
[T.D. 68-252]

PART 16— LIQUIDATION OF DUTIES
Countervailing Duties; Sugar Content

of Certain Articles From Australia
The Treasury Department is in re­

ceipt of official information that the 
rates of bounties or grants paid or 
bestowed by the Australian Government 
within the meaning of section 303, Tariff 
Act of 1930 (19 U.S.C. 1303), on the ex­
portation during the month of Septem­
ber 1968, of approved fruit products and 
other approved products containing 
sugar amounts to Australian $126.30 per 
2,240 pounds of sugar content.

The net amount of bounties or grants 
on the above-described commodities 
which are manufactured or produced in 
Australia is hereby ascertained, deter­
mined, and declared to be Australian 
$126.30 per 2,240 pounds of sugar con­
tent. Additional duties on the above- 
described commodities, except those 
commodities covered by T.D. 55716 (27 
F.R. 9595), whether imported directly or 
indirectly from that country, equal to 
the net amount of the bounty shown 
above shall be assessed and collected.

The table iri § 16.24(f) of the Cus­
toms Regulations is amended by insert­
ing after the last line under “Australia— 
Sugar content of certain articles” the 
number of this Treasury decision in the 
column headed “Treasury Decision” and 
the words “New rate” in the column 
headed “Action.” The table in § 16.24(f) 
is further amended by deleting therefrom 
under “Australia—Sugar content of cer­
tain articles” the number 68-207 in the 
column headed “Treasury Decision” and 
the words “New rate” appearing opposite 
such number in the column headed 
“Action.”
(R.S. 251, secs. 303, 624, 46 Stat. 687, 759; 19 
U.S.C. 66,1303, 1624)

[seal] Edwin F. R ains,
Acting Commissioner of Customs.

Approved: October 3,1968.
Joseph M. B owman,

Assistant Secretary of the 
Treasury.

[F.R. Doc. 68-12367; Filed Oct. 9, 1968; 
8:50 a.m.]
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Title 4 1 — PUBLIC CONTRACTS 
AND PROPERTY MANAGEMENT

Chapter 12— Department of 
Transportation 

[OST Docket No. 19]
PART 12-3— PROCUREMENT BY 

NEGOTIATION
The purpose of the following amend­

ment is to add one new part to the 
Department’s procurement regulations.

Since this amendment relates to De­
partmental management, procedures and 
practices, notice and public procedure 
thereon is unnecessary.

This amendment is made under au­
thority of section 205(c) of the Federal 
Property and Administrative Services 
Act of 1949 (40 U.S.C. 486(c)) and the 
Armed Services Procurement Act (10 
U.S.C. Chapter 137).

In consideration of the foregoing, Title 
41 of the Code of Federal Regulations is 
amended by adding the following new 
Part 12-3—Procurement by Negotiation, 
effective November 30, 1968.

Issued in Washington, D.C., on Octo­
ber 4, 1968.

Alan L. D ean, 
Assistant Secretary 

for Administration.
Subpart 12—3.1— Use of Negotiation

Sec.
12-3.150 Receipt and opening of offers. 
12-3.151 Late proposals and modifications.
12-3.152 Protests against award.

Subpart 12—3.2— Circumstances Permitting 
Negotiation

12-3.200 Scope of subpart.
Subpart 12—3.6— Small Purchases 

12-3.603-1 Solicitation.
A u t h o r i t y ;  The provisions of this Part 

12-3 issued under sec. 205(c), Federal Prop­
erty and Administrative Services Act of 1949 
(40 UJS.C. 486(c)); Armed Services Procure­
ment Act, 10 U.S.C. Chapter 137.
Subpart 12—3.1— Use of Negotiation
§ 12—3.150 Receipt and o p e n in g  of 

offers.
The instructions for the receipt and 

safeguarding of bids in FPR 1-2.401 shall 
also apply to the receipt and safeguard­
ing of proposals and quotations.
§ 12—3.151 Late proposals and modifi­

cations.
(a) Proposals which are received in 

the office designated in the requests for 
proposals after the time specified for 
their submission are “Late Proposals” . 
Late proposals shall not be considered for 
award, except under the circumstances 
set forth in FPR 1-2.303 relating to late 
bids or where only one proposal is re­
ceived. (For the purpose of applying the 
late bid rules to late proposals, unless 
a specified time for receipt of proposals 
is stated in the request for proposals, the 
time for such receipt shall be deemed 
to be the time for close of business of the
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office designated for receipt of proposals 
on the date stated in the request for pro­
posals). Exceptions may be authorized 
only by the head of the procuring activ­
ity, and only where consideration of a 
late proposal is of extreme importance to 
the Government, as for example where it 
offers some important technical or sci­
entific breakthrough or a substantially 
lower price. To determine the possible 
existence of such extreme importance, all 
late proposals shall be opened prior to 
award and if not considered for award 
shall be returned to the offeror. Accord­
ingly, in these cases, the procedures in 
FPR 1-2.303-6 and 1-2.303-7 regarding 
the disposition of late bids will not apply.

(b) Substantially the following pro­
vision shall be included in each request 
for proposal:

L a t e  P r o p o s a l

(a) Except as provided in 41 CFR 12-3.151, 
offers and modifications of offers received at 
the office designated in the solicitation after 
the exact hour and date specified for receipt 
will not be considered unless:

(1) They are received before award is 
made; and either

(2) They are sent by registered mail, or 
by certified mail for which an official dated 
post stamp (postmark) on th e '  Original 
Receipt for Certified Mail has been obtained, 
6r by telegraph if authorized, and it is deter­
mined by the Government that the late 
receipt was due solely to delay in the mails, 
or delay by the telegraph company, for which 
the offeror was not responsible; or

(3) If submitted by mail (or by telegram 
if authorized) it is determined by the Gov­
ernment that the late receipt was due solely 
to mishandling by the Government after 
receipt at the Government installation; pro­
vided, that timely receipt at such installation 
is established upon examination of an ap­
propriate date or time stamp (if any) of such 
installation, or of other documentary evi­
dence of receipt (if readily available) with­
in the control of such installation or of the 
post office serving it. However, a modification 
of an offer which makes the terms of the 
otherwise successful offer more favorable to 
the Government will be considered at any 
time it is received and may thereafter be 
accepted.

(b) Offerors using certified mail are cau­
tioned to obtain a Receipt for Certified Mail 
showing a legible date postmark and to 
retain such receipt?* against the chance that 
it will be required as evidence that a late 
offer was timely mailed.

(c) The time of mailing of late offers sub­
mitted by registered or certified mail shall 
be deemed to be the last minute of the 
date shown in the postmark on the registered 
mail receipt or registered mail wrapper or 
on the Receipt for Certified Mail unless the 
offeror furnishes evidence from the post 
office station of mailing which establishes 
an earlier time. In the case of certified mail, 
the oifly acceptable evidence is as follows: 
(1) Where the Receipt for Certified Mail 
identifies the post office station or mailing, 
evidence furnished by the offeror which 
establishes that the business day of that 
station ended at an earlier time, in which 
case the time of mailing shall be deemed to 
be the. last minute of the business day of 
that station; or (2) an entry in ink on the 
Receipt for Certified Mail showing the time 
of mailing and the initials of the postal em­
ployee receiving the item and making the 
entry, with appropriate written verification 
of such entry from the post office station of 
mailing, in which case the time of mailing 
shall be the time shown in the entry. If the

postmark on the original Receipt for Certified 
Mail does not show a date, the offer shall 
not be considered.

(c) Offeror’s submitting late proposals 
or modifications shall be notified in ac­
cordance with FPR 1-2.303-6, except 
that the notices provided for therein 
shall be appropriately modified to relate 
to the request for proposals.

(d) The provisions of paragraph (a) 
of this section are also applicable to late 
quotations. In the case of a request for 
quotations, the provision set forth in 
paragraph (b) of this section will be 
appropriately modified.

-(e) In the exceptional circumstances 
where the head of the procuring activity 
concerned authorizes an exception from 
paragraph (a) of this section, the con­
tracting officer shall resolicit all firms 
(including late offerors) which have sub­
mitted proposals and are determined to 
be capable of meeting current require­
ments. Such resolicitation shall specify a 
date for submission of new proposals and 
include the “Late Proposals” provision 
set forth in paragraph (b) of this section.

(f ) The normal revisions of proposals 
by selected offerors occurring during the 
usual conduct of negotiations with such 
offerors are not to be considered as late 
proposals.

(g) .Modifications or proposals (other 
than the normal revisions of proposals 
by selected offerors during the usual,con­
duct of negotiations with-such offerors) 
which are received in the office desig­
nated in the requests for proposals after 
the time specified for submission of pro­
posals are “late modifications.” Late 
modifications shall be subject to the 
rules applicable to late proposals set 
forth in this section. However, a modifi­
cation received from an otherwise suc­
cessful offeror which is favorable to the 
Government shall be considered at any 
time that such modification is received. 
The provisions of this section are also 
applicable to late modifications to 
quotations.
§ 12—3.152 Protests against award.

Protests against awards of negotiated 
procurements shall be processed in the 
same manner as prescribed in FPR 
1-2.407-8 for protests against awards 
under Invitations for Bids.

Subpart 12—3.2— Circumstances 
Permitting Negotiation 

§ 12—3.200 Scope of subpart.
Procurements by U.S. Coast Guard 

may be effected by negotiation under any 
one of the seventeen exceptions con­
tained in 10 U.S.C. 2304(a).

Subpart 12—3.6—-Small Purchases 
§ 12—3.603—1 Solicitation.

(a) Purchases not in excess of $250. 
Small purchases not exceeding $250 may 
be accomplished without securing com­
petitive quotations whenever there exists 
a basis for determining that the price to 
be paid is reasonable. However, such 
purchases shall be distributed equitably 
among qualified suppliers.
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(b) Purchases in excess of $250 but 
not in excess of $2,500. Where the esti­
mate ,̂ dollar amount of the procurement 
exceed  ̂ $250, the solicitation shall nor­
mally be made of at least three sources 
of supply. Where there are more than 
three names on the source list for an 
item, the mailing list for a particular 
solicitation should include the vendor 
who received the award on the previous 
solicitation, and two other vendors (on 
a rotated basis) from the source list.- 
While there may be instances where quo­
tations should  ̂be solicited from addi­
tional sources, soliciting quotations from 
at least three suppliers ordinarily is suf­
ficient. Care should be taken to prevent 
administrative costs from being dispro­
portionate to the amount of the pur­
chase. The number of quotations ob­
tained and considered or the number of 
sources of supply utilized when mak­
ing small purchases will depend to a 
large extent on what knowledge the pur­
chasing officer has of the current avail­
ability and price of the desired item in 
commercial markèts.
[F.R. Doc. 69-12314; Piled, Oct. 9, 1968;

8:46 a.m.]

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

tration, Department of Health, Edu­
cation, and Welfare

SUBCHAPTER A— GENERAL

PART 1— REGULATIONS FOR THE EN­
FORCEMENT OF THE FEDERAL 
FOOD, DRUG, AND COSMETIC ACT 
AND THE FAIR PACKAGING AND 
LABELING ACT

Spanish Language on Labels and La­
beling of Foods and Cosmetics Dis­
tributed Solely in Commonwealth 
of Puerto Rico

Section 1.103(c)(1) currently permits 
use of the Spanish language in lieu of the 
English language on labels and labeling 
of drugs and devices distributed solely in 
the Commonwealth of Puerto Rico. The 
Commissioner of Food and Drugs con­
cludes that Part 1 should be amended as 
follows to similarly provide for such lan­
guage substitution in the case of foods 
and cosmetics.

Accordingly, under the authority con­
tained in the Federal Food, Drug, and 
Cosmetic Act (sec. 701(a), 52 Stat. 1055; 
21 U.S.C. 371(a)) and delegated to the 
Commissioner of Food and Drugs (21 
CFR2.120), §§ 1.9(c) (1) and 1.203(b) (1) 
are revised to read as follows:
8 1.9 Food; labeling; prominence of re­

quired statements. 
* * * * *
(1). All words, statements, and 

other information required by or under 
authority of the act to appear on the 
label or labeling shall appear thereon 
in the English language: Provided, how- 
***• That in the case of articles dis­
tributed solely in the Commonwealth of 
Puerto Rico or in a Territory where the

predominant language is one other than 
English, the predominant language may 
be substituted for English.

* * * * *
§ 1.203 Cosmetics; la b e lin g  require­

ments, form of stating. 
* * * * *

(b) (1) All words, statements, and 
other information required by or under 
authority of the act to appear on the label 
or labeling shall appear thereon in the 
English language: Provided, however, 
That in the case of articles distributed 
solely in the Commonwealth of Puerto 
Rico or in a Territory where the pre­
dominant language is one other than 
English, the predominant language may 
be substituted for English.

* * * * *
This order is noncontroversial and 

nonrestrictive in nature and effects con­
sistency in the subject requirements; 
therefore, notice and public procedure 
and delayed effective date are not pre­
requisites to this promulgation.

Effective date. This order shall be ef­
fective upon publication in the F ederal 
R egister.
(Sec. 701(a), 52 Stat. 1055; 21 U.S.C. 371(a)) 

Dated: September 30,1968.
H erbert L. Ley, Jr., 

Commissioner of Food and Drugs.
[F.R. Doc. 68-12344; Filed, Oct. 9, 1968;

8:48 a.m.]

2. Under the authority of the act (sec, 
507(c), 59 Stat. 463, as amended; 21 
U.S.C. 357(c)), delegated as cited above, 
the Commissioner finds that cattle feed 
containing Chlortetracycline and sulfa­
methazine need not comply with the re­
quirements of section 507 of the act to 
insure its safety and efficacy when used 
in accordance with § 121.208 as amended 
herein. Therefore, § 144.26(b) is 
amended by adding thereto a new sub- 
paragraph, as follows:
§ 144.26 Animal feed containing certi­

fiable antibiotic drugs.
♦ * * * *

(b) * * *
(62) It is a medicated cattle feed con­

taining antibiotics and sulfamethazine 
in the amounts and for the purposes in­
dicated in § 121.208 of this chapter; its 
labeling bears adequate directions and 
warnings for such use; and there has 
been submitted to the Commissioner, in 
triplicate, adequate information of the 
kind required for Form FD-1800—Re­
vised under § 130.4(c) (3) of this chapter

SUBCHAPTER B— FOOD AND FOOD PRODUCTS

PART 121— FOOD ADDITIVES
Subpart C— Food Additives Permitted 

in the Feed and Drinking Water of 
Animals or for the Treatment of 
Food-Producing Animals

SUBCHAPTER C— DRUGS

PART 144-ANTIBIOTIC DRUGS; EX­
EMPTIONS FROM LABELING AND 
CERTIFICATION REQUIREMENTS

Chlortetracycline, Sulfamethazine
1. The Commissioner of Food and 

Drugs, having evaluated the data sub­
mitted in a petition filed by American 
Cyanamid Co., Agricultural Division, 
Post Office Box 400, Princeton, N.J. 
08540, and other relevant material, con­
cludes that the food additive regulations 
should be amended to provide for the safe 
use of Chlortetracycline with sulfameth­
azine in feed for beef cattle for specified 
conditions. 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 
authority delegated to the Commissioner 
(21 CFR 2.120), § 121.208(d) is amended 
by adding to table 6 a new item 11, as 
follows:
§ 121.208 Chlortetracycline.

* * * * ' *
(d) * * *

and such application has been approved 
by the Food and Drug Administration. 
The exemption shall expire at the begin­
ning of any act changing the labeling or 
potency of such drug unless an approved 
supplement to the application provides 
for the change or the change is made in 
conformance with other provisions of 
§ 130.9 of this chapter.

Any person who will be adversely af­
fected by the foregoing order may at any 
time within 30 days from the date of its 
publication in the Federal R egister file 
with the Hearing Clerk, Department of 
Health, Education, and Welfare, Room 
5440, 330 Independence Avenue SW., 
Washington, D.C. 20201, written objec­
tions thereto, preferably in quintuplicate. 
Objections shall show wherein the person 
filing will be adversely affected by the 
order and specify with particularity the 
provisions of the order deemed objection­
able and the grounds for the objections. 
If a hearing is requested, the objections 
must state the issues for the hearing. A 
hearing will be granted if the objections

T able 6—Chlortetracycline in Cattle F eed

Principal ingredient Amount Combined with— Amount Limitations ’ Indications for use

11. Chlortetracycline...-

Mg. per 
head per 

day 
* * * 

350
* * *

Sulfamethazine__

Mg. per 
head per 

day

350
* ♦ ♦

For beef cattle; feed 
for 28 days; with­
draw 7 days prior 
to slaughter.

* * *
Aid in the maintenance 
of weight gains in the 
presence of respiratory disease such as 
shipping feyer.
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are supported by grounds legally suffi­
cient to justify the relief sought. Objec­
tions may be accompanied by a memo­
randum or brief in support thereof.

Effective date. This order shall become 
effective on the date of its publication in 
the Federal R egister.
(Secs. 409(c)(1), 507(c), 59 Stat. 463, as 
amended, 72 Stat. 1786; 21 U.S.C. 348(e)(1), 
357(c)). , v

Dated: October 1,1968.
J. K . K irk ,

Associate Commissioner 
for Compliance.

[F.R. Doc. 68-12342; Filed, Oct. 9, 1968; 
8:48 a.m.]

PART 121— FOOD ADDITIVES

by a memorandum or brief in support 
thereof.

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

Dated: October 2, 1968.
J. K . K irk ,

Associate Commissioner
for Compliance.

[F.R. Doc. 68-12343; Filed, Oct. 9, 1968; 
8:48 a.m.]

Title 24— HOUSING AND 
HOUSING CREDIT

Subpart D— Statements of Employment and 
Financial Interests

Sec. /
0.735-401 Employees required to submit 

statements.
0.735-402 Employee’s complaint on filing 

requirement.
0.735-403 Employees not required to submit 

statements.
0.735-404 Time and place for submission of 

employees’ statements.
0.735-405 Supplementary statements.
0.735-406 Interests of employee’s relatives.
0.735—407 Information not known by em­

ployees.
0.735—408 Information prohibited.
0.735-409 Confidentiality of employees' 

statements.
0.735—410 Effect of employee’s statements on 

other requirements.
0.735-411 Specific provisions for special Gov­

ernment employees.
Appendix—List of Positions Subject to Sub­
part D

Subpart F— Food Additives Resulting 
From Contact With Containers or- 
Equipment and Food Additives 
Otherwise Affecting Food 

Sodium Pentachlorophenate

The Commissioner of Food and Drugs, 
having evaluated the data in a petition 
(FAP 8H2310) filed by the Dewey & Almy 
Division of W. R. Grace & Co., 62 Whitte- 
more Avenue, Cambridge, Mass. 02140, 
and other relevant material, concludes 
that the food additive regulations should 
be amended to provide for the safe use, 
as specified below, of sodium pentachlo­
rophenate as a preservative in the manu­
facture of sealing compounds. 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 authority delegated to 
the Commissioner (21 CFR 2.120), 
| 121.2514(b) (3) (xxxii) is amended by 
alphabetically inserting in the list of side 
seam cements a new item, as follows:
§ 121.2514 R e sin o u s  and polymeric 

coalings.
* * / '  *  * *

( b )  *  *  *  -

(3) * * *
(xxxii) * * *

Sodium pentachlorophenate for use as a pre­
servative at 0.1 percent by weight In can­
sealing compounds on containers having a 
capacity of 5 gallons or more.

* * * * *
Any person who will be adversely af­

fected by the foregoing order may at any 
time within 30 days from the date of its 
publication in the F ederal R egister file 
with the Hearing Clerk, Department of 
Health, Education, and Welfare, Room 
5440, 330 Independence Avenue SW., 
Washington, D.C. 20201, written objec­
tions thereto, preferably in quintuplicate. 
Objections shall show wherein the person 
filing will be adversely affected by the 
order and specify with particularity the 
provisions of the order deemed abjec- 
tionable and the grounds for the objec­
tions. If a hearing is requested, the 
objections must state the issues for the 
hearing. A hearing will be granted if the 
objections are supported by grounds 
legally sufficient to justify the relief 
sought. Objections may be accompanied

Subtitle A— Office of the Secretary, 
Department of Housing and Urban 
Development

PART 0— STANDARDS OF CONDUCT
To conform with a change in the per­

tinent Civil Service Commission regula­
tions, modify the limitations on outside 
employment, update the appendix, make 
miscellaneous minor corrections and 
conforming amendments, and consoli­
date amendments previously made, Part 
0 of Subtitle A of Title 24 of the Code of 
Federal Regulations (32 F.R. 13921, Oct. 
6, 1967, as amended at 33 F.R. 144, 
Jan. 5, 1968) is hereby revised to read 
as follows:

Subpart A— General Provisions
Sec.
0.735-101
0.735-102
0.735-103

0.735-104

0.735-105

0/735—106

Purpose.
Definitions.
Notification to employees and spe­

cial Government employees.
Interpretation and advisory serv­

ice.
Reviewing statements and report­

ing conflicts of interest.
Disciplinary and other remedial 

action.
Subpart B— Conduct and Responsibilities of 

Employees

0.735-201
0.735-202
0.735-203
0.735-204

0.735-205
0.735-206
0.735-207
0.735-208
0.735-209
0.735-210

0.735-211

0.735-212
0.735-213

0.735-214

Basic principle.
Proscribed actions.
Gifts, entertainment, and favors.
Outside employment and other 

activity.
Financial interests.
Use of Government property.
Misuse of information.
Indebtedness.
Gambling, betting, and lotteries.
General conduct; and conduct 

prejudicial to the Government.
Intermediaries and product 

recommendations.
Membership in organizations.
Prohibited activities by former 

employees.
Miscellaneous statutory pro­

visions.
Subpart C— Conduct and Responsibilities of 

Special Government Employees
0.735-301 Use of Government employment. 
0.735-302 Use of inside information. 
0.735-303 Coercion. '
0.735-304 Gifts, entertainment, and favors. 
0.735-305 ApplicabUity of other provisions.

Authority: The provisions of this Part 0 
issued under 18 U.S.C. 201 through 209; E.O. 
11222 of May 8, 1965, 30 F.R. 6469, 3 CFR 
1965 Supp.; 5 CFR 735.104.

Subpart A— General Provisions
§ 0.735—101 Purpose.

The maintenance of unusually high 
standards of honesty, integrity, impar­
tiality, and conduct by Government 
employees and special Government em­
ployees is essential to assure the proper 
performance of the Government business 
and the maintenance of confidence!' by 
citizens in their Government. The avoid­
ance of misconduct and conflicts of in­
terest on' the part of Government 
employees and special Government em­
ployees through informed judgment is 
indispensable to the maintenance of 
these standards. To accord with these 
concepts, this part sets forth the De­
partment’s regulations prescribing stand­
ards of conduct and responsibilities, and 
governing statements of employment and 
financial interests for employees and 
special Government employees.
§ 0.735—102 Definitions.

(a) “Department” means the Depart­
ment of Housing and Urban Develop­
ments •

(b) “Employee” means an officer or 
employee of the Department, but does 
not include a special Government em­
ployee.

(c) “Special Government employee” 
means an officer or employee of the De­
partment appointed to serve with or 
without compensation, for not more than 
130 consecutive days during any period 
of 365 days, on a full-time, part-time, or 
intermittent basis, and who is retained, 
designated, appointed, or employed as a 
special Government employee under the 
provisions of sectipn 202 of Title 18 of the 
United States Code.

(d) “Person” means an individual, a 
corporation, a company, an a s s o c ia t i o n ,  
a firm, a partnership, a society, a joint 
stock company, or any other organiza­
tion or institution.

(e) “Outside employment” means all 
gainful employment other than the per­
formance of official duties. It includes,

FEDERAL REGISTER, VOL. 33, NO. 198— THURSDAY, OCTOBER 10, 1968



RULES AND REGULATIONS 15115

but is not limited to, working for an­
other employer, the management or op­
eration of a private business for profit 
(including personally owned businesses, 
partnerships, corporations, and other 
business entities), and other self-em­
ployment.
§ 0.735—103 Notification to employees 

and special Government employees.
The provisions of this part and all 

revisions thereof shall be brought to the 
attention of and made available to:

(a) Each employee and special Gov­
ernment employee at the time of is­
suance and at least annually thereafter;

(b) Each new employee and special 
Government employee at the time of 
entrance on duty.
§ 0.735—104 Interpretation and advisory 

service.
(a) Department counselor. The Gen­

eral Counsel of the Department is des­
ignated Counselor for the Department 
and shall serve as the Department’s des­
ignee to the Civil Service Commission on 
matters covered by this part. He shall 
be responsible for coordinating the De­
partment’s counseling services and for 
assuring that counseling and interpreta­
tions on questions of conflicts of interest 
and other matters covered by this part 
are available to designated deputy coun­
selors. He may form ad hoc committees 
to evaluate the effectiveness of the stand­
ards, or to consider any new or unusual 
question arising from their application.

(b) Deputy counselors. Such deputy 
counselors as may be required shall be 
designated by the Secretary or his des­
ignee from among the staff of the Office 
of the General Counsel and other legal 
staff of the Department to give author­
itative advice and guidance to current 
and prospective employees and special 
Government employees who seek advice 
and guidance on questions of conflicts of 
interest and on other matters covered by 
this part.
§ 0.735—105 Reviewing statements and 

reporting conflicts o f interests.
(a) Subpart D of this part and the 

appendix to this part identify the cate­
gories of positions and, as necessary, the 
specific positions in which the incumbent 
is required to submit a statement of em­
ployment and financial interests to an 
appropriate Department official for re­
view.

(b) When a statement submitted un­
der Subpart D of this part and the ap- 

“°  par  ̂ or information from 
other sources indicates a conflict between 
wie interests of an employee or special 
Government employee and the perform- 
anee of his services for the Government 
and when the conflict or appearance of 
conflict is not resolved by the review­
ing official, he shall report the informa- 
ion concerning the conflict or appear- 

conflict to the Secretary through 
the Counselor.

(c) The employee or special Govern- 
inent employee concerned shall be pro­
vided an opportunity to explain the con­
flict or appearance of conflict.

(d) If the resolution of the conflict or 
appearance of conflict contemplates or 
includes any of the remedial action indi­
cated in § 0.735-106 with the exception of 
paragraph (b) (2), appropriate personnel 
officers of the Department shall be noti­
fied and shall participate in thé deter­
mination of the action proposed to be 
effected.
§ 0.735—106 Disciplinary and other re­

medial action.
(a) A violation of this, part by an em­

ployee or special Government employee 
may be cause for appropriate disciplinary 
action, which may be in addition to any 
penalty prescribed by law.

(b) When, after consideration of the 
explanation of the employee or special 
Government employee provided by 
§ 0.735-105, the Secretary decides that 
remedial action is required, he shall take 
immediate action to end the conflicts or 
appearance of conflicts of interest. Re­
medial action may include, but is not 
limited to:

(1) Changes in assigned duties;
(2) Divestment by the employee or spe­

cial Government employee of his con­
flicting interest; and unless otherwise 
provided divestiture is to be completed 
within 60 days after notice of a decision 
that a conflict exists.

(3) Disciplinary action; or
(4) Disqualification for a particular as­

signment.
Remedial action, whether disciplinary or 
otherwise, shall be effected in accordance 
with any applicable laws, Executive or­
ders, and regulations.

(c) If any of the remedial action in­
dicated in this section with the exception 
o f paragraph (b) (2) of this section is 
contemplated, appropriate personnel of­
ficers of the Department shall be notified 
and shall participate in the determina­
tion of the action proposed to be effected.
Subpart B— Conduct and Responsi­

bilities of Employees 
§ 0.735—201 Basic principle.

(a) Each employee must realize that 
the Government’s basic and controlling 
purpose in employing him is the public 
interest, rather than his private nr per­
sonal interest, and that he can never have 
a right of tenure that transcends the 
public good. He can properly be a Gov­
ernment employee only as long as it re­
mains in the public interest for him to 
be one. Public trust and confidence in the 
integrity of the Government are para­
mount.

(b) (1) This basic principle applies 
with special force and effect in the De­
partment of Housing and Urban Devel­
opment, which deals directly with im­
portant segments of the public, and 
whose success depends upon public trust 
and confidence in its actions. The official 
actions of the Department often have a 
direct bearing upon the financial and 
other interests of individuals, firms, and 
institutions with which it does business. 
Furthermore, the effective accomplish­
ment of the Department’s mission is sig­
nificantly dependent upon a public image

that engenders confidence in the Depart­
ment’s integrity. Accordingly, the avoid­
ance of any involvement that tends to 
damage that image is a responsibility of 
exceptional importance for all employ­
ees who participate in or influence official 
operating determinations that affect the 
interests of those with whom the Depart­
ment does business.

(2) If there is knowledge of an em­
ployee’s involvement in or association 
with circumstances reasonably construed 
to reduce public confidence in the acts 
or determinations of the Department, 
such knowledge may be sufficient cause 
for the initiation of action adverse to 
the employee. Employees, therefore, are 
alerted to the gravity with which the 
Department will view any such involve­
ment, especially if it" has to do with 
conflicts of interest or the compromise 
of integrity—whether real or only 
apparent. *
§ 0.735—202 Proscribed actions.

An employee shall avoid any action, 
whether or not specifically prohibited by 
the regulations in this subpart, which 
might result in, or create the appearance 
of:

(a) Using public office for private 
gain;

(b) . Giving preferential treatment to 
any person;

(c) Impeding Government efficiency 
or economy;

(d) Losing complete independence or 
impartiality; •

(e) Making a Government decision 
outside official channels; or

(f) Affecting adversely the confidence 
of the public in the integrity of the 
Government.
§ 0.735—203 Gifts, entertainment, and 

favors.
(a) 'Except as provided in paragraphs

(b) and (e) of this section, an employee 
shall not solicit or accept, directly or in­
directly, any gift, gratuity, favor, enter­
tainment, loan, or any other thing of 
monetary value, from a person who:

(1) Has, or is seeking to obtain, con­
tractual or other business or financial 
relations with the Department;

(2) Conducts operations or activities 
that are regulated by the Department; or

(jD Has interests that may be sub­
stantially affected by the performance or 
nonperformance of the employee’s official 
duty.

(b) The prohibitions of paragraph
(a) of this section do not apply in the 
following cases:

(1) Obvious family or personal rela­
tionships, such as those between the 
parents, children, or spouse of the em­
ployee and the employee, when the 
circumstances make it clear that it is 
those relationships rather than the 
business of the persons concerned which 
are the motivating factors;

(2) Acceptance of food and refresh­
ments of nominal value on infrequent 
occasions in the ordinary course of a 
luncheon or dinner meeting or other, 
meeting or on an inspection tour where 
an employee may properly be in 
attendance;
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(3) The acceptance of loans from 
banks or other financial institutions on 
customary terms to finance proper and 
usual activities of employees, such as 
home mortgage loans; and

(4) The acceptance of unsolicited ad­
vertising or promotional material, such 
as pens, pencils, note pads, calendars, 
and other items of nominal intrinsic 
value.

(c) An employee shall not solicit a 
contribution from another employee for 
a gift to an official superior, make a 
donation as a gift to an official superior, 
or accept a gift from an employee receiv­
ing less pay than himself (5 U.S.C. 7351). 
However, this paragraph does not pro­
hibit a voluntary gift of nominal value 
or donation in a nominal amount made 
on a special occasion such as marriage, 
illness or retirement.

(d) An employee shall not accept a 
gift, present, decoration, or other thing 
from a foreign government unless au­
thorized by Congress as provided by the 
Constitution and in 5 U.S.C. 7342.

, (e) Neither this section nor § 0.735- 
204 precludes an employee from receipt 
of bona fide reimbursement, unless pro­
hibited by law, ..for expenses for travel 
and such other necessary subsistence as 
is compatible with this part for which 
no Government payment or reimburse­
ment is made. However, this paragraph 
does not allow an employee to be reim­
bursed, or payment to be made on his 
behalf, for excessive personal living ex­
penses, gifts, entertainment, or ' other 
personal benefits, nor does it allow an 
employee to be reimbursed by a person 
for travel on official business under De­
partment orders when reimbursement 
is proscribed by Decision B-128527 of the 
Comptroller General dated March 7, 
1967.
§ 0.735—204 Outside employment and 

other activity.
(a) An employee shall not engage in 

outside employment or other outside 
activity not compatible with the full and 
proper discharge of the duties and re­
sponsibilities of his Government employ­
ment. Incompatible activities include but 
are not limited to:

(1) Acceptance of a fee, compensa­
tion, gift, payment of expense, or any 
other thing of monetary value in cir­
cumstances in which acceptance may 
result in, or create the appearance .of, 
conflicts of interest;

(2) Outside employment which tends 
to impair his mental or physical capacity 
to perform his Government duties and 
responsibilities in an acceptable manner:

(3) Activities that may be construed 
by the public to be the official acts of the 
Department;.

(4) Activities' that establish relation­
ships or property interests that may re­
sult in a conflict between his private in­
terests and his official duties; and

(5) Employment that may involve the 
use of information secured as a result of 
employment in the Department to the 
detriment of the Department or the pub­
lic interest, or that may give preferential 
treatment to any person, corporation, 
public agency, or group.

RULES AND REGULATIONS

(6) Engaging directly or indirectly in 
the purchase, sale or management of real 
estate, including the financing of realty 
transactions; except (i) the employee’s 
residence, immediate past residence, 
vacation or retirement home, or (ii) 
realty transactions involving a moderate 
scale of investment properties which are 
not likely in the foreseeable future to be 
involved in a HUD program.

(7) Employment related to or similar 
to the substantive programs conducted 
by any part of the Department. This in­
cludes, but is not limited to, the broad 
fields of real estate, mortgage lending, 
property insurance, construction, con­
struction financing, and land and real 
estate, planning.

(8) Employment with any person, 
firm, or other private organization hav­
ing business either directly or indirectly 
with the Department.

(b) An employee shall not receive any 
salary or anything of monetary value 
from a private source as compensation 
for his services to the Government (18 
U.S.C. 209).

(c) Full-time employees and part-time 
employees with a regularly scheduled 
tour of duty must obtain the prior ap­
proval of the appropriate deputy coun­
selor before engaging in outside employ­
ment in the following categories:

(1) Employment in the same profes­
sional field as that of the individual’s 
official position. However, an attorney 
in this Department may, in off-duty 
hours and consistent with his official re­
sponsibilities, participate, without com­
pensation for his services, in a program to 
provide legal assistance and representa­
tion to poor persons. Such participation 
shall not include representation or as­
sistance in any judicial matter or pro­
ceeding, whether Federal, State, or local, 
involving programs of this Department or 
in any other matter or proceeding in 
which the United States, including the 
District of Columbia, is a party or has a 
direct and substantial interest. Notice 
of intention to participate in such a pro­
gram shall be given by the attorney in 
writing to his superior in such detail as 
that official shall require.

(2) Employment by State, local, or 
other governmental body.

(d) No full-time employee or part- 
time employee with a regularly scheduled 
tour of duty shall maintain a publicly 
listed place of business without the prior 
approval of the appropriate deputy coun­
selor.

(e) Employees are encouraged to en­
gage in teaching, lecturing, and writing 
that is not prohibited by law, Executive 
order, Civil Service Commission regula­
tions, or this part. However, an em­
ployee shall not, either for or without 
compensation, engage in teaching, lec­
turing, or writing, including teaching, 
lecturing, or writing for the purpose of 
the special preparation of a person or 
class of persons for ah examination of 
the Civil Service Commission or Board of 
Examiners for the Foreign Service, that 
is dependent on information obtained 
as a result of his Government employ­
ment, except when that information has 
been made available to the general pub­

lic or will be made available on request, 
or when the Secretary or his designee 
gives written authorization for the use 
of nonpublic information on the basis 
that the use is in the public interest.

(1) Each employee including the Sec­
retary, and including each full-time 
member of a committee, board, or com­
mission appointed by the President, shall 
not receive compensation or anything of 
monetary value for any consultation, lec­
ture, discussion, writing, or appearance, 
the subject matter of which is devoted 
substantially to the responsibilities, pro­
grams, or operations of the Department, 
or which draws substantially on official 
data or ideas which have not become 
part of the body of public information 
pursuant to the regulations in this part.

(2) An employee may use his name 
and title in connection with articles for 
publication which bear upon his work 
in the Department only if he obtains the 
approval of the appropriate deputy 
counselor.

(f) This section does not preclude an 
employee from:

(1) Participation in the activities of 
National or State political parties not 
proscribed by law.

(2) Participation in the affairs of or 
acceptance of an award for a meritorious 
public contribution or achievement given 
by a charitable, religious, professional, 
social, fraternal, nonprofit educational 
and recreational, public service, oî fcivic 
organization.
§ 0.735—205 Financial interests.

• . (a) An employee shall not:
(1) Have a direct or indirect financial 

interest that conflicts substantially, or 
appears to conflict substantially, with his 
Government duties and responsibilities.

(2) Engage in, directly or indirectly, 
a financial transaction as a result of, 
or primarily relying on, information 
obtained through his Government em­
ployment.

(3) Acquire securities issued by the 
Federal National Mortgage Association.

(4) Acquire ownership of stock or 
other interest in a rental project 
financed with an FHA insured mortgage 
as long as the insurance is in force.

(5) Acquire ownership of FHA deben­
tures or certificates of claim.

(6) Acquire interest in a coopera­
tive or condominium housing project 
financed under the National Housing Act 
if the interest is not for obtaining a home 
for himself or his family.

(7) Be an officer or director of any 
organization which is an FHA approved 
mortgagee or lending institution or which 
services mortgages or other securities for 
the Department. An employee may hold 
stock or shares in such organizations 
provided his official duties are such that 
the holding will not create or tend to 
create a conflict of interest. The prohi­
bitions of this paragraph do not apply 
to Federal Credit Unions that have been 
approved as Title I lending institutions.

(8) Participate directly or indirectly 
in any real estate activities for specula­
tive purposes as distinguished from bona 
fide investment purposes on a moderate
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scale.: There is a presumption of specu­
lation when the use of borrowed funds 
is involved on a continuing basis or in 
large sums or the income characteristic 
of an investment is disproportionate or 
absent.

(b) This section does not preclude an 
employee from having a financial 
interest or engaging in financial trans­
actions to the same extent as a private 
citizen not employed by the Government 
so long as it is not prohibited by law, 
Executive Order 11222, Civil Service 
Commission regulations, or this part.
§ 0.735—206 Use o f Government prop­

erty.
An employee shall not directly or in­

directly use, or allow the use of Govern­
ment property of any kind, including 
property leased to the Government, for 
other than officially approved activities. 
An employee has a positive duty to pro­
tect and conserve Government property, 
including equipment, supplies, and other 
property entrusted or issued to him.
§ 0.735—207 Misuse of information.

For the purpose of furthering a private 
interest, an employee shall not, except 
as provided in § 0.735-204 (e), directly 
or indirectly use, or allow the use of, of­
ficial information obtained through or in 
connection with his Government employ­
ment .which has not been made available 
to th$ general public.
§ 0.735—208 Indebtedness.

An employee shall pay each just fi­
nancial obligation in a proper and timely 
manner, especially one imposed by law, 
such as Federal, State, and local taxes. 
For the purpose of this section, a “just 
financial obligation” means one acknowl­
edged by the employee or reduced to 
judgment by a court, and “in a proper 
and timely manner” means in a man­
ner which the Department determines 
does not, under the circumstances, re­
flect adversely on the Government as 
his employer. In the event of a dispute 
between an employee and an alleged 
creditor, this section does not require the 
Department to determine the validity or 
amount of the disputed debt.
§ 0.735—209 Gambling, betting, and lot­

teries.
An employee shall not. participate, 

while on Government owned or leased 
property or while on duty for the Depart­
ment, in any gambling activity including 
the operation of a gambling device, in 
conducting a lottery or pool, in a game 
for money or property, or in selling or 
purchasing a number slip or ticket. How­
ever, this section does not preclude 
activities:

(a) Necessitated by an employee’s law 
enforcement duties;

(b) Under section 3 of Executive Or­
der 10927, namely, solicitations conducted 
by organizations composed of employees 
among their own members for organiza­
tional support or for benefit or welfare 
funds for their members, or similar De­
partment-approved activities.

RULES AND REGULATIONS

§ 0 .735—210 General conduct; and con­
duct prejudicial to the Government.

(a) Each employee shall conduct him­
self in a manner that facilitates the ef­
fective accomplishment of the work of 
the Department, observing at all times 
the requirements of courtesy, considera­
tion, and promptness in dealing with the 
public and with persons or organizations 
having business with the Department;

(b) An employee shall not engage in 
criminal, infamous, dishonest, immoral, 
or notoriously disgraceful conduct, or 
other conduct prejudicial to the Govern­
ment.
§ 0.735—211 Intermediaries and prod­

uct recommendations.
No employee shall recommend or sug­

gest the use of any particular or identi­
fied nongovernmental intermediary to 
deal with the Department nor shall he 
recommend any device or product tested 
by or for, or used by, the Department, 
except as required by his official duties.
§ 0.735—212 Membership in organiza­

tions.
(a) An employee may nbt, in his offi­

cial capacity as an officer or employee of 
the Department, serve as a member of a 
non-Federal or private organization ex­
cept where express statutory authority 
exists, or statutory language necessarily 
implies such authority, or where the 
Secretary has determined in writing that

»such service would be beneficial to the 
Department and consistent with - such 
officer’s or employee’s service as a De­
partment employee. However, an em­
ployee may serve in an individual capa­
city as a member of a non-Federal or 
private organization, provided that:

(1) His membership does not violate 
the restrictions noted in § 0.735-204; and

(2) His official title or organization 
connection is not shown on any listing 
or presented in any activity of the orga­
nization in such a manner as to imply 
that he is acting in his official capacity.

(b) An employee may be designated to 
serve as a liaison representative of the 
Department to a non-Federal hr private 
organization provided that:

(1) The activity relates to the work of 
the Department.

(2) The employee does not participate 
by vote in the policy determinations of 
the organization.

(3) The Department is in no way 
bound by any vote or action taken by 
the organization.
§ 0.735—213 Prohibited activities by for­

mer employees.
A former officer or employee or former 

Special Government employee of the ex­
ecutive branch of the U.S. Government, 
of any independent agency of the United 
States or of the District of Columbia shall 
not:

(a) At any time after his Government 
employment has ended, knowingly act 
as an agent or attorney for anyone other 
than the United States in connection 
with any matter involving a specific party 
or parties in which the United States is 
a party or has a direct or substantial
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interest and in which he participated 
personally and substantially as an officer 
or employee for the Government through 
decision, approval, disapproval, recom­
mendation, the rendering of advice, in­
vestigation, or otherwise while so em- 
ployedi (18 U.S.C. 207(a).)

(b) Within 1 year after his Govern­
ment employment has ended, appear per­
sonally before any court or department 
or agency of the Government as agent, 
or attorney for, anyone other than the 
United States in connection with any 
matter involving a specific party or par­
ties in which the United States is a party 
or directly or substantially interested, 
and which was under his official responsi­
bility as an officer or employee of the 
Government at any time within a period 
of one year prior to the termination of 
such responsibility (18 U.S.C. 202(b) and 
207(b)).
§ 0.735—214 Miscellaneous statutory pro­

visions.
Each employee shall acquaint himself 

with each statute that relates to his 
ethical and other conduct as an employee 
of the Department and of the Govern­
ment. The attention of each employee is 
directed to the following statutory pro­
visions:

(a) House Concurrent Resolution 175, 
85th Congress, second session, 72 Stat. 
B12, the “Code of Ethics for Govern­
ment Service” .

(b) Chapter 11 of Title 18, United 
States Code, relating to bribery, graft, 
and conflicts of interest, as appropriate 
to the employees concerned.

(c) The prohibition against lobbying 
with appropriated funds (18 U.S.C. 
1913).

(d) The prohibitions against disloyalty 
and striking (5 U.S.C. 7311, 18 U.S.C. 
1918).

(e) The prohibition against the em­
ployment of a member of a Communist 
organization (50 U.S.C. 784).

(f) The prohibitions against (1) the 
disclosure of classified information (18 
U.S.C. 798, 50 U.S.C. 783); and (2) the 
disclosure of confidential information 
(18 U.S.C. 1905).

(g) The provision relating to the 
habitual use of intoxicants to excess (5 
U.S.C. 7352).

(h) The prohibition against the mis­
use of a Government vehicle (31 U.S.C. 
638a(c)).

(i) The prohibition against the mis­
use of the franking privilege (18 U.S.C. 
1719).

(j) The prohibition against the use of 
deceit in an examination or personnel 
action in connection with Government 
employment (18 U.S.C. 1917).

(k) The prohibition against fraud or 
false statements in a Government matter 
(18 U.S.C. 1001).

(l) The prohibition against mutilating 
or destroying a public record (18 U.S.C. 
2071).

(m) The prohibition against counter­
feiting and forging transportation re­
quests (18 U.S.C. 508).

(n) The prohibitions against (1) em­
bezzlement of Government money or
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property (18 U.S.C. 641) ; (2) failing to 
account for public money (18 U.S.C. 643) ; 
and (3) embezzlement of the money or 
property of another person in the pos­
session of an employee by reason of his 
employment (18 U.S.C. 654).

(o) The prohibition against unau­
thorized use of documents relating to 
claims from or by the Government (18 
U.S.C. 285).

(p) The prohibitions against political 
activities in subchapter III of chapter 73 
of title 5, United States Code, and 18 
U.S.C. 602, 603, 607, and 608.

(q) The prohibition against an em­
ployee acting as the agent of a foreign 
principal registered under the Foreign 
Agents Registration Act (18 U.S.C. 219).
Subpart C— Conduct and Responsi­

bilities of Special Government
Employees

§ 0 .735—301 Use o f Government em­
ployment.

A special Government employee shall 
not use his Government employment for 
a purpose that is, or gives the appearance 
of being, motivated by the desire for pri­
vate gain for himself or another person, 
particularly one with whom he has fam­
ily, business, or financial ties.
§ 0.735—302 Use of inside information.

(a) A special Government employee 
shall not use inside information obtained 
as a result of his Government employ­
ment for private gain for himself or an­
other person either by direct action on 
his part or by counsel, recommendation, 
or suggestion to another person, particu­
larly one with whom he has family, busi­
ness, or financial ties. For the purpose of 
this section, “inside information” means 
information obtained under Government 
authority which has not become part of 
the body of public information.

(b) Special Government employees 
may teach, lecture, or write in a manner 
consistent with the provisions of § 0.735- 
204(e).
§ 0.735—303 Coercion.

A special Government employee shall 
not use his Government employment to 
coerce, or give the appearance of coerc­
ing, a person to provide financial benefit 
to himself or another person, particularly 
one with whom he has family, business, 
or financial ties.
§ 0.735—304 Gifts, entertainment, and 

favors.
(a) Except as provided in paragraph

(b) of this section, a special Government 
employee, while so employed or in con­
nection with his employment, shall not 
receive or solicit from a person having 
business with the Department anything 
of monetary value as a gift, gratuity, 
loan, entertainment, or favor for himself, 
or another person, particularly one with 
whom he has family, business, or finan­
cial ties.

(b) The exceptions of § 0.735-203(b), 
which are applicable to employees, are 
also applicable to special Government 
employees.
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§ 0.735—305 Applicability of other pro­
visions.

(a) Each special Government em­
ployee is subject to the provisions of 
§§ 0.735-201, 0.735-206 through 0.735- 
210, 0.735-212, 0.735-213, 0.735-214, and
0.735-411.

(b) Each special Government employee 
shall acquaint himself with each statute 
listed in § 0.735-214. A special Govern­
ment employee engaged on an irregular 
or occasional basis is bound by the politi­
cal activity restrictions of the former 
Hatch Act cited in § 0.735-214(p) only 
while in an active duty status and for 
the entire 24 hours of any day during 
which he is actually employed.
Subpart D— Statements of Employ­

ment and Financial Interests
§ 0.735—401 Employees required to sub­

mit statements.
Except as provided in- § 0.735-403, the 

following categories of employees shall 
submit statements of employment and 
financial interest:

(a) Employees paid at a level of the 
Executive schedule in subchapter n  of 
chapter 53 of title 5, United States Code.

(b) Employees classified at GS-13 or 
above-who are in positions identified in 
the appendix to this part as positions the 
incumbents of which are responsible for 
making a Government decision or taking 
a Government action in regard to:

(1) Contracting or procurement;
(2) Administering or m o n i t o r i n g  

grants or subsidies;
(3) Regulating or auditing private or 

other non-Federal enterprise; or
(4) Other activities where the deci­

sion or action has an economic impact 
on the interests of any non-Federal 
enterprise.

(c) Employees" classified at GS-13 or 
above who are in positions which the 
Department has determined have duties 
and , responsibilities which require the 
incumbent to report employment and 
financial interests in order to avoid in­
volvement in a possible conflicts-of-in- 
terest situation and carry out the purpose 
of law, Executive order, and this part. 
The positions are identified in the ap­
pendix to this part.

(d) Employees classified below GS-13 
who are in positions which otherwise 
meet the criteria in paragraph (b) or
(c) of this section. These positions have 
been approved by the Civil Service Com­
mission as exceptions that are essential 
to protect the integrity of the Govern­
ment and avoid employee involvement in 
a possible conflict-of-interest situation. 
The positions are identified in the ap­
pendix to this part by footnote 1.
§ 0.735—402 Employee’s complaint on 

filing requirement.
Employees have the opportunity for 

review through the Department’s griev­
ance procedures of a complaint by an 
employee that his position has been im­
properly included under these regulations 
as one requiring the submission of a 
statement of employment and financial 
Interests.

§ 0.735—403 Employees not required to 
submit statements.

(a) Employees in positions that meet 
the criteria in paragraph, (b) o f§  0.735- 
401 may be excluded from the reporting 
requirement when the Department deter­
mines that:

(1) The duties of a position are such 
that the likelihood of the incumbent’s 
involvement in a conflict-of-interest sit­
uation is remote;

(2) The duties of a position are at 
such a level of responsibility that the 
submission of a statement of employ­
ment and financial interests is not neces­
sary because of the degree of supervision 
and review over the incumbent or the 
inconsequential effect on the integrity 
of the Government.

(b) A statement of employment and 
financial interests is not required by this 
subpart from the Secretary or a full-time 
member of a committee, board, or com­
mission appointed by the President. 
These employees are subject to separate 
reporting requirements under section 401 
of the Executive order.
§'0 .735—404 Time and place for sub­

mission of employees’ statements.
(a) An employee required to submit a 

statement of employment and financial 
interests pursuant to § 0.735-401 and the 
appendix to this part shall submit that 
statement on Form HUD-844 (Revised) 
to the officials designated in paragraphs
(c) and (d) of this section not later 
than:

(1) Ninety days after the effective 
date of this part if employed on or be­
fore that effective date; or

(2) Thirty days after his entrance on 
duty, but not earlier than 90 days after 
the effective date, if appointed after that 
effective date.

(b) Additions to, deletions from, and 
other amendments of the list of positions 
in the appendix to this part may be made 
from time to time as necessary to cany 
out the purpose of the law, Executive 
Order 11222, and Part 735 of the Civil 
Service Commission Regulations (5 CFR 
Part 735). Such amendments are effec­
tive upon actual notification to the in­
cumbents. The amended list shall be sub­
mitted at least annually for publication 
in the F ederal R egister.

(c) Employees reporting directly to the 
Secretary shall submit their statements 
directly to the Secretary for review; em­
ployees reporting directly to the Under 
Secretary shall submit their statements 
directly to the Under Secretary for re­
view.

(d) Employees under the jurisdiction 
of Assistant Secretaries, the General 
Counsel of the Department, the President 
of FNMA, or the Regional Administra­
tors shall submit their statements di­
rectly to the appropriate Assistant Secre­
tary, the General Counsel of the Depart­
ment, the President of FNMA, or the 
Regional Administrator for review.
§ 0.735—405 Supplementary statements.

(a) Changes in, or additions to, the 
information contained in an employee’s
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statement shall be reported to the appro­
p r ia t e  reviewing official as described in 
§ 0.735-404 in a supplementary statement 
as of Juñé 30 each year. If no changes or 
addition -̂ occur, a negative report is 
required.

(b) Notwithstanding the filing of the 
annual report required by this section, 
each employee shall at all times avoid 
acquiring a financial interest or engag­
ing in outside employment or other ac­
tivity that could result, or taking an ac­
tion that would result, in a violation of 
the conflict-of-interest provisions of sec­
tion 208 of title 18, United States Code, or 
Subpart B of this part.
§ 0.735—406 Interests o f employee’s rel­

atives.
The interest of a spouse, minor child, 

or other member of an employee’s imme­
diate household is considered to be an in­
terest of the employee. For the purpose 
of this section, “member of an employee’s 
immediate household” means those blood 
relations who are residents of the em­
ployee’s household.
§ 0.735—407 Information not known by 

employees.
If any information required to be in­

cluded on a statement or supplementary 
statement, including holdings placed in 
trust, is not known to the employee but 
is known to another person, the employee 
shall .¡request that other person to sub- 
mit'-lftátormation in his behalf.
§ 0.735—408 Information prohibited.

This subpart does not require an em­
ployee to report information relating to 
his connection with, or interest in, a pro­
fessional society or a charitable, reli­
gious, social, fraternal, recreational, pub­
lic service, civic, or political organization 
or a similar organization not conducted 
as a business enterprise. For the purpose 
of this section, educational and other in­
stitutions doing research and develop­
ment or related work involving grants of 
money from or contracts with the Gov­
ernment are deemed “business enter­
prises” and are required to be included 
in an employee’s statement.
§ 0.735—409 Confidentiality of employ­

ees’ statements.
(a) Each statement of employment and 

financial interests, and each supplemen­
tary statement, shall be held in confi­
dence by the Department. To insure this 
confidentiality, the Civil Service Com­
mission regulations provide that:

(1) The Department shall designate 
which officials and employees are to re­
view and retain the statements;

(2) Officials and employees designated 
under subparagraph (1) of this para­
graph are responsible for maintaining 
the statements in confidence and shall 
not allow access to, or allow information 
to be disclosed from, a statement except 
to carry out the purpose of this part; and

(3) The Department may not disclose 
information from a statement except as 
the Civil Service Commission or the Sec­
retary may determine for good cause 
shown.
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(b) For the purpose of carrying out 
the provisions of paragraph (a) (1) of 
this section, the officials and employees 
who:

(1) Review the statements are desig­
nated in § 0.735-404 (c) and (d ) ;

(2) Retain the statements are the 
same officials and employees who review 
the statements.
§ 0.735—410 Effect of employee’s state­

ments on other requirements.
The statements and supplementary 

statements required of employees pur­
suant to this part are in addition to, and 
not in substitution for, or in derogation 
of, any similar requirement imposed by 
law, order, or regulation. The submission 
of a statement or supplementary state­
ment by an employee does not permit him 
or any other person to participate in a 
matter in which his or the other person’s 
participation is prohibited by law, order, 
or regulation.
§ 0.735—411 Specific provisions for spe­

cial Government employees.
(a) Except as provided in paragraph

(c) of this section each special Govern­
ment employee shall submit to the ap­
propriate official specified in § 0.735-404
(c) or (d), Form HUD-844A (Revised), 
Statement of Employment and Financial 
Interests. Each statement shall be for­
warded to the General Counsel of the 
Department for review and custody, ex­
cept that a special Government employee 
under the jurisdiction of a Regional Ad­
ministrator shall submit his statement 
to the Regional Administrator for review 
and custody.

(b) The provisions of § § 0.735-407 
through 0.735-410 are applicable to a 
special Government employee who is re­
quired to file a statement.

(c) The Secretary or his designee may 
waive the provisions of this section for 
the submission of a statement in the case 
of a special Government employee who 
is not a consultant or an expert when 
the Department finds that the duties of 
the position held by that special Govern­
ment employee are of a nature and at 
such level of responsibility that the sub­
mission of the statement by the incum­
bent is not necessary to protect the integ­
rity of the Government. For the purpose 
of this paragraph, “ consultant” and 
“expert” have the meanings given those 
terms by Chapter 304 of the Federal Per­
sonnel Manual.

(d) A statement required to be sub­
mitted under this section shall be sub­
mitted not later than the time of 
employment of the special Government 
employee. Each special Government em­
ployee shall keep his statement current 
throughout his employment with the De­
partment by the submission of supple­
mentary statements.

The amendments in this revised part 
were approved by the Civil Service Com-. 
mission on July 12, 1968, and are effec­
tive on publication in the F ederal R eg­
ister.

R obert C. W eaver, 
Secretary of Housing 

and Urban Development.
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A p p e n d i x — L i s t  o f  P o s i t i o n s  S u b j e c t  t o  
S u b p a r t  d

Officers and employees In the following po­
sitions are subject to the provisions of Sub­
part D of this part :

(a) Employees paid at a level of the Fed­
eral Executive Salary Schedule established 
by the Federal Executive Salary Act of 1964, 
as amended, except the Secretary, who is sub­
ject to separate reporting requirements un­
der section 401 of Executive Order 11222;

(b) Employees in the following positions.
OFFICE OF T H E  SECRETARY

Special Assistant to the Secretary. 
Administrative Officer.
Director, Inspection Division.
Deputy Director, Inspection Division. 
Director, Office of Equal Opportunity. 
Executive Assistant to the Secretary. 
Management Operations and Analysis Officer, 

Inspection Division.
Field Supervisory Investigators, Inspection 

Division.
Management Operations and Analysis Officer, 

Inspection Division.
Director, Office of Industry Participation. 
Director, Office of Urban Technology and 

Research.
Assistant Director, Research and Planning 

Control.
ASSISTANT SECRETARY FOR MORTGAGE CREDIT 

AND FEDERAL H O U SIN G  CO M M ISSIO N E R

Executive Assistant Commissioner.
Assistant Commissioner for Field Operations. 
General Counsel.
Assistant Commissioner for Technical Stand­

ards.
Assistant Commissioner for Multifamily 

Housing.
Assistant Commissioner for Programs. 
Assistant Commissioner for Home Mortgages. 
Assistant Commissioner for Administration. 
Assistant Commissioner for Property Dis­

position.
Assistant Commissioner for Property Im­

provement.
Assistant Commissioner-Comptroller. 
Associate General Counsel.
Regional Operations Commissioner, Region I. 
Regional Operations Commissioner, Region

III.
Regional Operations Commissioner, Region

IV.
Regional Operations Commissioner, Region

V.
Regional Operations Commissioner, Region

VI.
Deputy Assistant Commissioner for Techni­

cal Standards.
Deputy Assistant Commissioner for Programs. 
Deputy Assistant Commissioner for Multi­

family Housing.
Director, Project Mortgage Servicing Division. 
Director, Project Mortgage Insurance Divi­

sion.
Director, Architectural Division.
Director of Compliance Coordination. 
Director, Audit Division.
Director, Management Division.
Supervisory Contract Specialist (Chief, Con­

tracting Section).
Director, Community Disposition Staff. 
Deputy Director, Community Disposition 

Staff.
Field Office Director, Community Disposition 

Staff.
Field:

Director, New York Multifamily Housing 
Insuring Office.

Director, Insuring Office.
Deputy Director, Insuring Office.
Assistant Director, Insuring Office.1 
Assistant Director (Chief of Operations) .l 
Chief Underwriter.1 
State Director (New York).
Assistant State Director.
1 See § 0.735-401 (d).
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GOVERNM ENT NATIO NAL MORTGAGE ASSOCIATION

Executive Vice President.
Vice President.
Assistant Vice President.
Loan Manager.
Assistant Loan Manager.
General Counsel.
Secretary-Treasurer.
Assistant Secretary-Treasurer.
Controller. ,
Deputy Controller.
Director of Examination and Audit.
Assistant Director of Examination and Audit. 
Field:

Agency Manager.
Assistant Agency Manager.
Deputy Assistant Manager.
Agency Counsel.
Assistant Agency Counsel.
Agency Controller.

Assistant Agency Controller.
Agency Director of Examination and Audit. 
Assistant Agency Director of Examination 

and Audit.
ASSISTANT SECRETARY FOR RENEW AL AND 

H O U SIN G  ASSISTANCE

Deputy Assistant Secretary for Renewal and 
Housing Assistance.

Deputy Assistant for Problems of the Elderly 
and the Handicapped.

Assistant to the Assistant Secretary for Prob­
lems of the Elderly and the Handicapped. 

Director, Program Development Division. 
Director, Office of Community Development. 
Director, Relocation Staff.
Director, Plans, Programs and Evaluation 

Staff.
Director, Operational Services Division.

Renewal Assistance Administration
Deputy Assistant Secretary for Renewal 

Assistance.
General Deputy, Renewal Assistance. 
Director, Neighborhood Programs Division. 
Director, Redevelopment Division.
Director, Rehabilitation and Codes Division. 
Director, Program Management Division. 
Chief Counsel, Renewal Assistance Admin­

istration.
Assistant Director for Federal Agency Liaison.

Housing Assistance Administration
Deputy Assistant Secretary for Housing 

Assistance.
General Deputy, Housing Assistance. 
Director, Tenant Services Division.
Supply Management Officer, Tenant Services 

Division.

ASSISTANT SECRETARY FOR M ETROPOLITAN 
DEVELOPMENT

Deputy Assistant Secretary for Metropolitan 
Development.

Director of Intergovernmental Relations and 
Planning Assistance.

Director of Land and Facilities Development 
Administration.

Director, Division of Project Development. 
Director, New Systems Study Project.

Land and Facilities Development 
Administration

Director, Land and Facilities Development 
Administration.

General Deputy, Land and Facilities Develop­
ment Administration.

Director, Division of Public Facilities. 
Deputy Director, Division of Public Facilities. 
Chief, Field Services Branch.
Director, Division of Land Development.
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Deputy Director, Division of Land Develop­
ment.

Director, Program Coordination and Field 
Services Branch.

Deputy Director, Program Field Services 
Branch.

Director, Engineering Standards Staff.
Deputy Director for Finance Standards.

Urban Transportation Administration
Director, Urban Transportation Administra­

tion.
Deputy Director, Urban Transportation 

Administration.
Director, Division of Demonstration Programs 

and Studies.
Director, Division of Project Development.

Plans, Program and Evaluation Staff
Director, Plans, Program and Evaluation 

Staff.
Office of Planning Standards and 

Coordination
Director, Division of Metropolitan Area 

Analysis.
Director, Division of Planning Standards.
Director, Division of Planning Assistance.
Urban Planner (Director, Metropolitan Pro­

gram Branch).
Supervisory Urban Planner, State and Local 

Program Branch.
Office of Intergovernmental Relations and 

Planning Assistance
Director, Intergovernmental Relations and 

Planning Assistance.
Assistant Director, Division of State and 

Local Relations.
Director, Division of Urban Manpower 

Development.
Director of Clearinghouse Services.
ASSISTANT SECRETARY FOR MODEL CITIES AND 

GOVERNMENTAL RELATIONS

Deputy Assistant Secretary for Model Cities 
and Governmental Relations.

Model Cities Administration
Director, Model Cities Administration.
Director, Division of Program Development 

and Evaluation.
Director, Division of Program Operations and 

Technical Assistance.
Staff Director, Neighborhood Centers Staff.

Federal Relations Staff
Director, Federal Relations Staff.

Defense Planning Staff
Director, Defense Planning Staff.

ASSISTANT SECRETARY FOR AD M IN ISTRATIO N

Deputy Assistant Secretary for Administra­
tion.

Financial Systems and Services
Director, Financial Systems and Services. 

Office of General Services
Director, Office of General Services.
Deputy Director, Office of General Services.
Director, Contracts and Agreements Division, 

Office of General Services.
Assistant Director, Contracts and Agreements 

Division, Office of General Services.
Director, Supply and Facilities Management 

Division, Office of General Services.
Assistant Director, Supply and Facilities 

Management Division, Office of General 
Services.

Office of Audit
Director, Office of Audit.
Deputy Director, Office of Audit.
Regional Audit Managers, Office of Audit.

REGIONAL OFFICES OF TH E DEPARTMENT

Regional Administrator.
Deputy Regional Administrator.
Director, Model Cities Staff.

Division of Administration 
Assistant Regional Administrator for Admin- 

istration.
Director, General Services Branch.

Northwest Area Office, Seattle, Wash. 
Director, Northwest Area Office.
Deputy Director, Northwest Area Office. 
Director, Metropolitan Development Division, 
Director, Housing Assistance Division.
Chief, Administration Branch.
Program Coordination and Services Division
Assistant Regional Administrator for Pro­

gram Coordination and Services.
Director, Planning Branch.
Director, Economic and Market Analysis 

Branch.
Director, Relocation Branch.
Assistant Regional Administrator for FHA. 
Director, Project Review Branch.
Director, Low-Income Housing and Rent Sup­

plement Branch.
Director of Zone Advisory and Technical 

Services.
Metropolitan Development Office

Assistant Regional Administrator for Metro­
politan Development.

Deputy Assistant Regional Administrator for 
Metropolitan Development.

Director, Program Field Service Division. 
Chief, Engineering Branch.

Housing Assistance Office
Assistant Regional Administrator foij'Housing 

Assistance.
Deputy Assistant Regional Administrator for 

Housing Assistance.
Chief, College Housing Loans Branch.
Chief, Elderly Housing Loans Branch. 
Director, Housing Development Division. 
Chief, Land Branch.
Director, Housing Management Division.

Renewal Assistance Office
Assistant Regional Administrator for Renewal 

Assistance.
Deputy Assistant Regional Administrator for 

Renewal Assistance.
Director, Field Service Division. 
Neighborhood Facilities Program Director. 
Chief, Rehabilitaton Loan and Grant Branch. 
Chief, Real Estate Branch.
Chief, Real Estate Acquisition Branch. 
Chief, Real Estate Disposition Branch.
[F.R. Doc. 68-12385; Filed, Oct. 9, 1968; 

8:50 a.m.]

Title 49— TRANSPORTATION
Chapter X— Interstate Commerce 

Commission
SUBCHAPTER A— GENERAL RULES AND 

REGULATIONS 
[S.O. 1009]

PART 1033— CAR SERVICE
Railroad Operating Regulations for 

Freight Car Movement
At a session of the Interstate Com­

merce Commission, Railroad Service 
Board, held in Washington, D.C., on the 
3d day of October 1968.

It appearing, that there are acute 
shortages of freight cars throughout the
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country; that certain carriers are un­
able to furnish an adequate supply of 
freight cars to shippers located on their 
lines; that these shortages of freight 
cars are impeding the movement of ag­
ricultural, forest, manufactured prod­
ucts, and other commodities; and that 
the existing car service rules, regulations 
and practices of the railroads are inef­
fective with respect to the use, supply, 
control, movement, distribution, ex­
change, interchange, and return of 
freight cars to meet the requirements of 
shippers. It is the opinion of the Commis­
sion that an emergency exists requiring 
immediate action to promote car serv­
ice in the interest of the public and the 
commerce of the people. Accordingly, the 
Commission finds that notice and public 
procedure are impracticable and con­
trary to the public interest, and that 
good cause exists for making this order 
effective upon less than 30 days’ notice.

It is ordered, That:
§ 1033.1009 Service Order No. 1009.

(a) Railroad operating regulations for 
\ freight car movement. Each common 
| carrier by railroad subject to the Inter-: 
state Commerce Act shall observe, en­
force, and obey the following rules, reg- 

; ulations, and practices with respect to 
its car service:

(1) Placing of cars, (i) Loaded cars, 
which after placement will be subject to 
demurrage rules applicable to detention 
of cars awaiting unloading, shall be ac­
tually placed within 24 hours, exclusive 
of Sundays and holidays, following ar­
rival at destination.

(ii) Actual pjacement means placing 
a car on industrial interchange tracks, 
on other-than-public-delivery tracks 
serving the consignee, or on public de­
livery tracks. Proper notice for cars 
placed on public delivery tracks shall be 
sent or given within 24 hours after place­
ment, exclusive of Saturdays, Sundays, 
and holidays.

(iii) When delivery of a car, either 
empty or loaded, consigned or ordered to 
an industrial interchange track or to an 
other-than-public-delivery track cannot 
be made because of any condition at­
tributable to the consignor or consignee, 
such car will be held at destination or, if 
it cannot reasonably be accommodated 
there, at an available hold point, and 
constructive placement notice shall be 
sent or given the consignor or consignee 
within 24 hours, exclusive of Saturdays, 
Sundays, and holidays, after arrival of 
car at destination or hold point.

(iv) Loaded cars held at destination 
for accessorial terminal services de­
scribed in the applicable tariffs, such as 
holding for orders or inspection, shall be 
Placed on unloading, hold, or inspection 
i tracks, and proper notice given within 
24 hours, exclusive of Saturdays, Sun- 
j«ys, and holidays, after arrival at des- 
tmation. On cars set off and held short 
of billed destination, or on cars held at 
destination and short of inspection 
“ hobs, a written notice shall be sent or 
hu 5 bo consignee or other party en- 
“tied to receive such notice, within 24

hours of arrival, exclusive of Saturdays, 
Sundays, and holidays, at the hold point. 
Time and charges shall be computed 
following such notice and demurrage or 
detention charges assessed in accordance 
with provisions of governing tariffs.

(2) Removal of cars, (i) Empty cars 
must be removed from point of unload­
ing or interchange tracks of industrial 
plants within 24 hours, exclusive of Sun­
days and holidays, following unloading 
or release by consignee or shipper, un­
less such empty cars are ordered or ap­
propriated by the shipper with approval 
of carrier for reloading within such 24- 
hour period. Empty foreign cars not or­
dered for loading at point where made 
empty must be forwarded, set aside for 
cleaning or repairs, or delivered to con­
necting lines within 24 hours, following 
removal of empty cars.

(ii) Outbound loaded freight cars must 
be removed from point of loading or 
interchange tracks of industrial plants 
within 24 hours, exclusive -of Sundays 
and holidays, following acceptance by 
carrier of the shipping instructions cov­
ering the cars. Such cars must be for­
warded, set aside for repairs, or delivered 
to connecting lines within 24 hours, 
following release and removal.

(iii) Cars subject to subdivisions (i) 
and (ii) of this subparagraph not made 
accessible to the carrier shall be sub­
ject to demurrage until such time as they 
become, and remain, accessible to the 
carrier.

(3) Forwarding of cars, (i) Loaded 
cars and empty cars of foreign or pri­
vate ownership, and, when the holding 
line is the beneficiary of Car Distribu­
tion Directions or Orders issued by this 
Commission applicable to the kind of 
car held, empty system freight cars shall 
not be held in excess of 24 hours for any 
purpose, except, as follows:

(ii) Loaded cars held subject to in­
structions of consignee, consignor, or 
other qualified owner of the freight con­
tained therein. /

(iii) Cars held for repairs or cleaning.
(iv) Cars held because no train or 

switch engine service is available between 
hold point and destination.

(4) Cars held for repairs or cleaning.
(i) Loaded cars and empty cars of for­
eign or private ownership, and, when the 
holding line is the beneficiary of Car 
Distribution Directions or Orders issued 
by this Commission applicable to the 
kind of car held, empty system freight 
cars which are held for light repairs or 
cleaning shall be placed on repair or 
cleaning tracks not later than the first 
7 a.m., exclusive of Sundays and holidays 
after time carded for repairs or cleaning, 
or after arrival at point where repairs 
or cleanings are performed. Light repairs 
or cleaning shall be accomplished on 
same calendar day, exclusive of Sundays 
and holidays, that cars are placed on re­
pair or cleaning tracks; except that when 
necessary to order material from car 
owner to make the repairs to foreign or 
private cars, repairs to foreign or pri­
vate cars held awaiting such material 
shall be completed prior to 11:59 p.m.,

of the calendar day which includes the 
first 7 a.m., inclusive of Sundays and 
holidays, after receipt of such material 
at the station at which the repair point 
is located.

(ii) Light repairs are defined as re­
pairs requiring less than 20 man-hours 
by repair track forces to complete.

(5) Railroad operating regulations for 
the movement of freight cars, (i) No 
common carrier by railroad subject to 
the Interstate Commerce Act shall delay 
the movement of cars by holding such 
cars in yards, terminals, or sidings for 
the purpose, of increasing the time in 
transit of such cars.

(ii) Cars shall not be set out between 
terminals except in cases of emergencies 
or sound operating practices.

(iii) Backhauling cars for the purpose 
of increasing the time in transit is 
prohibited.

(iv) Through cfars shall not be handled 
on local or way freight trains for the 
'purpose of increasing the time in transit' 
of such cars.

(v) The use by any common carrier by 
railroad for the movement of cars over 
its line, of any route other than its usual 
and customary fast freight route from 
pointof receipt of the car from consignor, 
or connecting line, to point of delivery 
to consignee, or to next connecting line, 
except for the purpose of according a 
lawfully established transit privilege (not 
including a diversion or reconsignment 
privilege) is hereby prohibited.

(b) Application. (1) The provisions of 
this order shall apply to intrastate, inter­
state and foreign commerce.

(2) Holidays shall be those listed in 
Item 25 of Agent B. B. Maurer’s Tariff 
ICC H-36, naming Car Demurrage Rules 
and Charges, supplements thereto or suc­
cessive issues thereof.

(c) Rules and regulations suspended. 
The operation of all rules and regula­
tions, insofar as they conflict with the 
provisions of this order, is hereby sus­
pended.

(d) Effective date. This order shall be­
come effective at 12:01 a.m., October 7, 
1968.

(e) Expiration date. This order shall 
expire at 11:59 p.m., November 16, 1968, 
unless otherwise modified, changed, or 
suspended by order of this Commission.
(Secs. 1, 12, 15, and 17(2), 24 Stat. 379, 383, 
384, as amended; 49 U.S.C. 1, 12, 15, and 17 
(2). Interprets or applies secs. 1 (10-17), 15 
(4), and 17(2), 40 Stat. 101, as amended 54 
Stat. 911; 49 U.S.C. 1(10-17), 15(4), and 
17(2))

It is further ordered, That a copy of 
this order and direction shall be served 
upon the Association of American Rail­
roads, Car Service Division, as agent of 
all the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and that 
notice of this order be given to the gen­
eral public by depositing a copy in the 
Office of the Secretary of the Commis­
sion at Washington, D.C., and by filing it 
with the Director, Office of the Federal 
Register.
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By the Commission, Railroad Service 
Board.

[seal] H. Neil G arson,
Secretary.

[F.R. Doc. 68-12337; Filed, Oct. 9, 1968; 
8:48 a.m.]

[S.O. 1010]

PART 1033— CAR SERVICE 
Distribution of Boxcars

At a session of the Interstate Com­
merce Commission, Railroad Safety and 
Service Board, held in) Washington,
D.C., on the 4th day of October A.D. 1968.

It appearing, that an acute shortage 
of plain boxcars with inside length of 
fifty feet or longer and boxcars with in­
side length of forty feet or longer with 
side-door openings of eight feet or wider 
exists in the areas served by the South­
ern Pacific Co., the Union Pacific Rail­
road Co., the Northern Pacific Railway 
Co., and the Great Northern Railway Co., 
and that shippers served by these rail­
roads are being deprived of cars required 
for loading, resulting in a yery severe 
emergency thus creating a great eco­
nomic loss; that present rules, regula­
tions, and practices with respect to the 
use, supply, control, movement, distribu­
tion, exchange, interchange and return 
of such boxcars owned by these rail­
roads are ineffective. It is the opinion 
of the Commission that an emergency 
exists requiring immediate action to 
promote oar service in the interest of the 
public and the commerce of the people. 
Accordingly, the Commission finds that 
notice and public procedure are imprac­
ticable and contrary to the public in­
terest, and that good cause exists for 
making this order effective upon less than 
thirty days’ notice.

It is ordered, That:
§ 1033.1010 Service Order No. 1010.

(a) Distribution of boxcars: Each 
common carrier by railroad subject to the 
Interstate Commerce Act shall observe, 
enforce, and obey the following rules, 
regulations, and practices with respect 
to its car service:

(1) Withdraw from distribution and 
return to owners empty, except as other­
wise provided in subparagraph (2) or
(3) of this paragraph, all plain boxcars 
owned by the Southern Pacific Co., the 
Union Pacific Railroad Co., the Northern 
Pacific Railway Co., and the Great 
Northern Railway Co. which are' listed 
in the Official Railway Equipment Regis­
ter, ICC R.E.R. 368, issued by E. J. Mc­
Farland, or reissues thereof, as having 
meclianical designation XM, with inside 
length of fifty feet or longer, or with 
inside length forty feet or longer and 
with side-door openings eight feet wide 
or wider, or equipped with plug doors 
regardless of length.

(2) Southern * Pacific Co., Union 
Pacific Railroad Co., the Northern 
Pacific Railway Co., and the Great 
Northern Railway Co. boxcars described 
in subparagraph (1) of this paragraph 
available empty at a station other than a 
junction with the owner may be loaded 
to stations on or via the owner, or to

any station which is closer to the owner 
than the point where loaded.

(3) Southern Pacific Co., Union Pacific 
Railroad Co., the Northern Pacific Rail­
way Co., and the Great Northern Railway 
Co. boxcars described in subparagraph 
(1) of this paragraph available empty at 
a junction with the owner must be de­
livered to the owner at that junction, 
either loaded or empty.

(4) Boxcars described in subpara­
graph (1) of this paragraph must not be 
back-hauled empty, nor held empty more 
than 24 hours awaiting placement for 
loading for the purpose of obtaining a 
load as authorized in subparagraphs (2) 
and (3) of this paragraph.

(b) No common carrier by railroad 
shall accept from shipper any Southern 
Pacific Co., Union Pacific Railroad Co., 
the Northern Pacific Railway Co., or 
Great Northern Railway Co. boxcar de­
scribed in paragraph (a)<l) of this 
section for movement contrary to the 
provisions of paragraph (a) (2) or (3) 
of this section.

(c) Application: The provisions of this 
order shall apply to intrastate, inter­
state, and foreign commerce.

(d) Effective date: This order shall 
become effective at 12:01 a.m., October 
7, 1968.

(e) Expiration date: This order shall 
expire at 11:59 p.m., November 2, 1968, 
unless otherwise modified, changed, or 
suspended by order of this Commission.
(Secs. 1, 12, 15, and 17(2), 24 Stat. 379, 383, 
384, as amended; 49 U.S.C. 1, 12, 15, and 
17(2). Interprets or applies secs. 1(10-17), 
15(4) and 17(2), 40 Stat. 101, as amended 
54 Stat. 911; 49 U.S.C. 1(10-17), 15(4) , and 
17(2))

It is further ordered, That a copy of 
this order and direction shall be served 
upon the Association of American Rail­
roads, Car Service Division, as agent of 
all the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and that 
notice of this order be given to the gen­
eral public by depositing a copy in the 
Office of the Secretary of the Commission 
at Washington, D.C., and by filing it with 
the Director, Office of the Federal 
Register.

By the Commission, Railroad Service 
Board.

[seal] H. Neil G arson,
Secretary.

[F.R. Doc. 68-12338; Filed, Oct. 9, 1968;
8:48 a.m.]

Title 50— WILDLIFE AND 
FISHERIES

Chapter I— Bureau of Sport Fisheries
end Wildlife, Fish and Wildlife
Service, Department of the Interior

PART 32— HUNTING
Bombay Hook National Wildlife 

Refuge, Del.
The following special regulation is 

issued and is effective on date of publica­
tion in the Federal R egister.

§ 32.12 Special regulations ̂ migratory 
game birds; for individual'wildlife 
refuge areas.

D elaware

BOMBAY HOOK NATIONAL WILDLIFE REFUGE
Public hunting of ducks, geese, brant, 

and coots on the Bombay Hook National I 
Wildlife Refuge, Del., is permitted on ! 
areas designated by signs as open to 
hunting including the South Public 
Hunting Area, the West Public Hunting] 
Area, the Youth Hunt Area, and the Up-1 
land Game Hunting Area. These open ] 
areas are delineated on maps available 
at the refuge headquarters, Smyrna, j 
Del., and from the Regional Director, 
Bureau of Sport Fisheries and Wildlife, 
U.S. Post Office and Courthouse, Boston, 
Mass. 02109.

Hunting shall be in accordance with 
all applicable State and Federal regula­
tions covering the hunting of ducks, 
geese, brant, and coots subject to the: 
following special conditions:

(1) Hunting is permitted on the West 
Public Hunting Area from one-half hour 
before sunrise to 12 noon, local standard 
time, Tuesdays, Thursdays, and Satur-1 
days during the goose season.

(2) Hunting in the South, West, and 
Youth Hunt Public Hunting Areas shall j 
be from existing numbered blinds. The’ 
possession of a loaded gun or ¡shooting 
while outside of a blind is prohibited on 
these areas.

(3) No person shall have in his posses­
sion or use in 1 day more than 10 shells 
on the West Public Hunting Area;

(4) The necessary permit to enter the 
South Public Hunting Area may be ob­
tained from 1 hour before shooting time 
until 3 p.m. local standard time at the 
checking station located at Port Mahon. 
The necessary permit to enter the West 
Public Hunting Area may be obtained by 
applying to the Refuge Manager for ad­
vance reservation. The permits for ad­
vance reservations will be canceled if the 
holder is not present 1 hour prior to the 
start of legal shooting time on the date 
of his reservation. These forfeited per­
mits and permits not reserved by ad­
vance reservation will be awarded to 
other hunters by lot on the morning of 
the hunt. All hunters will check out 
through the headquarters checking sta­
tion prior to leaving the refuge.

(5) Each hunting permittee using the 
West Public Hunting Area will pay a ’ 
blind fee of $5 on the day of the hunt. 
A User Fee of $1 per hunter will be 
charged on the South Public Hunting 
Area.

(6) Not more than four persons may 
occupy a blind at any one time on the 
West Public Hunting Area nor more than 
three on the South Public Hunting Area.

(7) The Youth Hunt Area will be open 
on Saturdays and holidays, to young 
hunters who present evidence of having 
completed the prescribed training pro- 
gram. Two youths accompanied by an 
instructor who may not discharge a fire­
arm may use one blind. Youths who may 
hunt will be selected by a drawing oi 
reservation cards.

The provisions of this special regula­
tion supplement the regulations whicn
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govern hunting of wildlife refuge areas 
generally, which are set forth in Title 
50, Code of Federal Regulations, Part 32, 
and are effective through January 31, 
1969.

R ichard E. G riffith, 
Regional Director, Bureau of 

Sport Fisheries and Wildlife.
[F.R. Doc. 68-12310; Piled, Oct. 9, 1968; 

8:46 a.m.]

PART 32— HUNTING
Tule Lake, Lower Klamath National 

Wildlife Refuges, Calif.
The following regulations are issued 

and are effective on date of publication 
in the Federal R egister. These regula­
tions apply to public hunting op National 
Wildlife Refuges ih California.

General conditions. Hunting shall be 
in accordance with applicable State regr 
ulations. Portions of refuges which are 
open to hunting are designated by signs 
and/or delineated on maps—special con­
ditions applying to individual refuges are 
listed on the, reverse, side of the refuge 
hunting map. Maps are available at ref­
uge headquarters and from the Office of 
the Regional Director, Bureau of Sport 
¡Fisheries and Wildlife, 730 Northeast 
¡Pacific Street, Portland, Oreg. 97208.
§32.22 S p ec ia l regulations; upland 
i game; for individual wildlife refuge

' areas. '
Ring-necked pheasants may be hunted 

on the following refuges:
Tule Lake National Wildlife Refuge, Route 
a 1, Box 74, Tulelake, Calif. 96134.

Special conditions. Additional refuge 
area designated by special posting will be 
open to hunting the last 2 days of the 
State pheasant hunting season.
Lower Klamath National Wildlife Refuge

(Headquarters: Tide Lake NWR, Route 1,
Box 74, Tulelake, Calif. 96134).
Special conditions. Additional refuge 

area designated by special posting will 
be open to hunting the last 2 days of 
the State pheasant hunting season.

The provisions of this special regula­
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally, which are set forth in Title 50, 
Code of Federal Regulations, Part 32, and 
are effective through December 31, 1968.

John D. F indlay, 
Regional Director, Bureau of 

Sport Fisheries and Wildlife.
October 1, 1968.

[PR. Doc. 68-1*321; Piled, Oct. 9, 1968;
8:47 a.m.J

PART 32— HUNTING
Tewaukon National Wildlife Refuge, 

N. Dak.
^ e  following special regulation is is­

sued and is effective on date of publica­
tion in the F ederal R egister.

§ 32.22 S p e c ia l regulations; upland 
game; for individual wildlife refuge 
areas.

North D akota

TEWAUKON NATIONAL WILDLIFE REFUGE

Hunting of pheasants on the Tewau­
kon National Wildlife Refuge, N. Dak., 
is suspended for the 1968 season due to 
a low population on the refuge.

H erbert G. T roester, 
Refuge Manager, Tewaukon 

National Wildlife Refuge, 
Cayuga, N. Dak.

October 3, 1968.
[P.R. Doc. 68-12324; Filed, Oct. 9, 1968; 

8:47 a.m.]

PART 32— HUNTING
Bombay Hook National Wildlife 

Refuge, Del.
The following special regulation is 

issued and is effective on date of publica­
tion in the Federal R egister.
§ 32.32 Special regulations; big game; 

for individual wildlife refuge areas.
D elaware

BOMBAY HOOK NATIONAL WILDLIFE REFUGE

Public hunting of deer with shotguns 
on the Bombay Hook National Wildlife 
Refuge, Del., is permitted only on the 
Deer Hunting Area and Upland Hunting 
Area designated by signs as open to 
hunting. These open Deer Hunting Areas 
are delineated on maps available at 
refuge headquarters, Smyrna, Del. 19977 
and from the Regional Director, Bureau 
of Sport Fisheries and Wildlife, U.S. Post 
Office and Courthouse, Boston, Mass. 
02109. Hunting shall be in accordance 
with all applicable State and Federal 
regulations covering the hunting of deer 
with firearms subject to the following 
special condition:

(1) A Federal permit is required and 
may be obtained by applying to the 
Refuge Manager in writing for an ad­
vance reservation. An individual with an 
advance reservation will forfeit his per­
mit if he is not present one hour prior 
to the start of legal shooting time on the 
date of his reservation. These forfeited 
permits and permits not reserved by ad­
vance reservations will be awarded to 
other hunters by lot one-half hour before 
the start of legal shooting time. The 
number of hunters admitted to the open 
area at one time will be restricted to 50 
and a User Fee of $1 per hunter will be 
charged. Permits must be surrendered 
prior to departure from the refuge and 
deer taken must be checked out at refuge 
headquarters.

The provisions of this special regula­
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally, which are set forth in Title 50, 
Code of Federal Regulations, Part 32,

and are effective through January 31,
1969.

R ichard E. G riffith, 
Regional Director, Bureau of 

Sport Fisheries and Wildlife.
[F.R. Doc. 68-12309; Piled, Oct. 9, 1968; 

8:46 a.m.]

PART 32— HUNTING
Agassiz National Wildlife Refuge, 

Minn.
The following special regulation is is­

sued and is effective on date of publica­
tion in the Federal R egister.
§ 32.32 Special regulations; big game; 

for individual wildlife refuge areas.
M innesota

AGASSIZ NATIONAL WILDLIFE REFUGE

Public hunting of deer on the Agassiz 
National Wildlife Refuge, Minn., is per­
mitted from sunrise to sunset November 
9 through November 13, 1968, inclusive, 
only on the area designated by signs as 
open to hunting. This open area com­
prises 58,660 acres, is delineated on a 
map available at the refuge headquarters 
at Middle River, Minn., and from the 
Regional Director, Bureau of Sport Fish­
eries and Wildlife, 1006 West Lake Street, 
Minneapolis, Minn. 55408. Hunting shall 
be in accordance with all applicable State 
regulations covering the hunting of deer.

The provisions of this special regula­
tion supplement the regulations which 
govern hunting on wildlife areas gen­
erally, which are set forth in Title 50, 
Code of Federal Regulations, Part 32, and 
are effective through November 13, 1968.

Claude R. Alexander, 
Refuge Manager, Agassiz Na­

tional Wildlife Refuge, Mid­
dle River, Minn.

O ctober 3, 1968.
[F.R. Doc. 68-12335; Piled, Oct. 9, 1968;

8:48 a.m.]

PART 32— HUNTING
Rice Lake National Wildlife Refuge, 

Minn.; Correction
In F.R. Doc. 68-10586, appearing on 

page 12374- of the issue for Wednesday, 
September 4, 1968, sentence 1 of para­
graph 1 under § 32.32 should read as fol­
lows: Public hunting of deer on the Rice 
Lake National Wildlife Refuge is per­
mitted from sunrise to sunset November 
9 through November 15, 1968, and with 
bow and arrow only from sunrise Novem­
ber 30, 1968 to sunset December 22, 1968, 
inclusive, only on the area designated by 
signs as open to hunting.

R . W. Burwell, 
Regional Director, Bureau of 

Sport Fisheries and Wildlife.
O ctober 3, 1968.

[F.R. Doc. 68-12311; Piled, Oct. 9, 1968; 
8:46 a.m.]
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PART 32— HUNTING
Tewaukon National Wildlife Refuge, 

N. Dak.
The following special regulation is is­

sued and is effective on date of publica­
tion in the F ederal R egister.
§ 32.32 Special regulations; big game; 

for individual wildlife refuge areas.
North D akota

TEWAUKON NATIONAL WILDLIFE REFUGE

Public bow hunting of deer on the 
Tewaukon National Wildlife Refuge, 
N. Dak., is permitted from November 18, 
1968, through December 15, 1968, on the 
entire refuge as posted. This area, com­
prising 7,804 acres, is delineated on maps 
available at refuge headquarters, Ca­
yuga, N. Dak. 58013, and from the office 
of the Regional Director, Bureau of Sport 
Fisheries and Wildlife, 1006 West Lake 
Street, Minneapolis, Minn. 55408. Hunt­
ing shall be in accordance with all appli­
cable State and Federal regulations.

The provisions of this special regula­
tion supplement the regulations which 
govern hunting on wildlife refuge areas

generally, which are set forth in Title 50, 
Code of Federal Regulations, Part 32, 
and are effective through December 15, 
1968.

H erbert G. T roester, 
Refuge Manager, Tewaukon Na­

tional Wildlife Refuge, Ca­
yuga, N. Dak.

O ctober 3,1968.
[F.R. Doc. 68-12323; Filed, Oct. 9, 1968; 

8:47 am.]

PART 33— SPORT FISHING
Tewaukon National Wildlife Refuge, 

N. Dak.
The following special regulation is is­

sued and is effective on date of publica­
tion in the F ederal R egister.
§ 33.5 Special regulations; sport fish­

ing; for individual wildlife refuge 
areas.

North Dakota

TEWAfTKON NATIONAL WILDLIFE REFUGE

Sport fishing on the Tewaukon Na­
tional Wildlife Refuge, Cayuga, N. Dak.,

is permitted only on the areas designated 
by signs as open to fishing. These open 
areas, comprising 1,470 acres, are de­
lineated on maps available at refuge 
headquarters and from the office of the 
Regional Director, Bureau of Sport 
Fisheries and Wildlife, 1006 West Lake 
Street, Minneapolis, Minn. 55408. Sport 
fishing shall be in accordance with all 
applicable State regulations subject to 
the following special conditions:

(1) The open season for sport fishing 
on the refuge extends from December 
15, 1968, through March 23, 1969, day­
light hours only.

The provisions of this special regula-j 
tion supplement the regulations which 
govern fishing on wildlife refuge areas 
generally which are set forth in Title 50, 
Part 33, and are effective through March 
23, 1969.

H erbert G. T roester, 
Refuge Manager, Tewaukon 

National Wildlife Refuge, ,, 
Cayuga, N. Dak.

October 3,1968.
[F.R. Doc. 68-12322; Filed,' Oct. 9, 1968;

8:47 a.m.]
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Proposed Rule Making
DEPARTMENT OF AGRICULTURE
Consumer and Marketing Service 

[ 7 CFR Part 982 ]
FILBERTS GROWN IN OREGON AND 

WASHINGTON
Expenses of Filbert Control Board and 

Rate of Assessment for 1968—69 
Fiscal Year

Notice is hereby given of a proposal 
regarding expenses of the Filbert Control 
Board for the 1968-69 fiscal year and rate 
of assessment for that fiscal year, pur­
suant to §§ 982.60 and 982.61 of the mar­
keting agreement, as amended, and Or­
der No. 982, as amended (7 CFR Part 
982), regulating the handling of filberts 
grown in Oregon and Washington. The 
marketing agreement and order are ef­
fective under the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674).

The Board has recommended for the 
1968-69 fiscal year beginning August 1, 
1968, a budget of expenses in the total 
amount of $27,841. Based on the volume 
of filberts estimated to be subject to this 
regulatory program during the 1968-69 
fiscal year, an assessment rate of 0.20- 
cent per pound of assessable filberts is 
expected to provide sufficient funds to 
meet the estimated expenses of the 
Board.

All persons who desire to submit writ­
ten data, views, or arguments in con­
nection with the aforesaid proposal 
should file the same in quadruplicate, 
with the Hearing Clerk, U.S. Department 
of Agriculture, Room 112, Administra­
tion Building, Washington, D.C. 20250, 
not later than the 8th day after publica­
tion of this notice in the Federal R egis­
ter. All written submissions made pur­
suant to this notice will be made avail­
able for public inspection at the office of 
the Hearing Clerk during regular busi­
ness hours (7 CFR 1.27(b) ).

The proposal is as follows:
1982.313 Expenses of the Filbert Con­

trol Board and rate o f assessment for 
the 1968—69 fiscal year.

(a) Expenses. Expenses in the amount 
of $27,841 are reasonable and likely to be 
incurred by the Filbert Control Board 
during the fiscal year beginning Au­
gust 1, 1968, for its maintenance and 
functioning and for such purposes as the 
Secretary may, pursuant to the provi­
sions of this part, determine to be 
appropriate.

(b) Rate of assessment. The rate of 
assessment for said fiscal year, payable
y each handler in accordance with

§ 982.61, is fixed at 0.20-cent per pound of 
filberts.

Dated: October 7, 1968.
Paul A. Nicholson, 

Deputy Director, 
Fruit and Vegetable Division.

[F.R. Doc. 68-12365; Filed, Oct. 9, 1968;
8:50 a.m.J

DEPARTMENT OF 
TRANSPORTATION

Federal Aviation Administration 
[ 14 CFR Part 39 ]

[Docket No. 68-CE-10-AD]
AIRWORTHINESS DIRECTIVE

Beech Model 18 Series Airplanes;
Extension of Comment Period

On July 4, 1968, an advance notice of 
proposed rule making was published in 
the Federal R egister (33 F.R. 9712) so­
liciting comments regarding the pro­
posed amendment of Part 39 of the Fed­
eral Aviation Regulations by issuing an 
airworthiness directive requiring either 
inspection or reinforcement of the entire 
steel lower spar cap on Beech Model 18 
Series airplanes.

The advance notice stated that consid­
eration would be given all comments re­
ceived on or before October 1, 1968. By 
telegram dated September 30, 1968, the 
National Business Aircraft Association 
has requested that the time for making 
comments be extended thirty (30) days. 
The agency has determined that such an 
extension of the comment period would 
be in the public interest to assure that 
all interested persons have been afforded 
adequate opportunity to study and com­
ment on the proposal. Therefore, pur­
suant to the authority delegated to me by 
the Administrator, the time within 
which comments on this advance notice 
will be received is extended to Novem­
ber 9, 1968.

Issued at Kansas City, Mo., on Octo­
ber 1,1968.

Edward C. M arsh, 
Director, Central Region.

[F.R. Doc. 68-12358; Filed, Oct. 9, 1968;
8:49 a.m.]

E 14 CFR Part 71 ]
[Airspace Docket No. 68-WE-64]

TRANSITION AREA
Proposed Alteration

The Federal Aviation Administration 
is considering an amendment to Part 71 
of the Federal Aviation Regulations

which would alter the description of the 
Burbank, Calif., transition area by des­
ignating additional 700-foot transition 
area.

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments as 
they may desire. Communications should 
be submitted in triplicate to the Director, 
Western Region, Attention: Chief, Air 
Traffic Division, Federal Aviation Admin­
istration, 5651 West Manchester Avenue, 
Post Office Box 92007, Worldway Postal 
Center, Los Angeles, Calif. 90009. All 
communications received within 30 days 
after publication of this notice in the 
F ederal R egister will be considered be­
fore action is taken on the proposed 
amendments. No public hearing is con­
templated at this time, but arrange­
ments for informal conferences with 
Federal Aviation Administration offi­
cials may be made by contacting the Re­
gional Air Traffic Division Chief. Any 
data, views, or arguments presented dur- 
ing such conferences must also be sub­
mitted in writing in accordance with this 
notice in order to become part of the 
record for consideration. The proposals 
contained in this notice may be changed 
in the light of comments received.

A public docket will be available for 
examination by interested persons in the 
office of the General Counsel, Federal 
Aviation Administration, 5651 West Man­
chester Avenue, Los Angeles, Calif. 90045.

The additional 700-foot transition area 
is required to provide for more effective 
utilization of airspace by allowing use 
of lower radar vectoring altitudes for 
aircraft arriving/departing the Van 
Nuys/Hollywood-Burbank area. The 
lower vector altitudes will enhance the 
flexibility and traffic handling capacity 
of the Burbank Tower facility.

In view of the foregoing, the FAA pro­
poses the following airspace action :

In § 71.181 (33 F.R. 2155) the 700-foot 
portion of the Burbank, Calif., transition 
area is amended to read as follows : 

B u r b a n k , C a l i f .

That airspace extending upward from 700 
feet above the surface bounded by & line be­
ginning at latitude 34°14'00”  N„ longitude 
118°27'00" W.; to latitude 34°14'00”  N., lon­
gitude 118°15'00" W.; to latitude 34°12'00" 
N„ longitude 118°15'00" W.; to latitude 34°- 
12'00" N., longitude 117°59'00”  W.; to lati­
tude 33°56'00”  N„ longitude 117°59'00”  W.; 
to latitude 33°56'00" N., longitude 118°07'- 
00”  W.; to latitude 34°00'00”  N„ longitude 
118°07'00”  W.; to latitude 34°00'00”  N„ lon­
gitude 118°15'00”  W.; to latitude 34°05'00”  
N., longitude 118°15'00”  W.; to latitude 34°- 
05'00”  N„ longitude 118°33'00”  W.; to lati­
tude 34°02'30”  N., longitude 118°33'00”  W.; 
to latitude 34°02'30”  N„ longitude 118°53'- 
30”  W.; to latitude 34°21'30”  N., longitude 
118°53'00”  W.; to latitude 34°30'30”  N. lon­
gitude 118°27'00”  W.; thence to point of be­
ginning.
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This amendment is proposed under the 
authority of section 307 (a) of the Federal 
Aviation Act of 1958, as amended (72 
Stat. 749; 49 U.S.C. 1348).

Issued in Los Angeles, Calif., on Octo­
ber 1, 1968.

A rvin O. B asnight, 
Director, Western Region.

[F.R. Doc. 68-12359; Filed, Oct. 9, 1968; 
8:49 a.m.]

[ 14 CFR Part 71 1
[Airspace Docket No. 68-WE-76]

TRANSITION AREA 
Proposed Alteration

The Federal Aviation Administration is 
considering an amendment to Part 71 of 
the Federal Aviation Regulations that 
would alter the 1,200 foot portion of the 
Medford, Oreg., transition area.

Interested persons may participate in 
the proposed rule making by submitting 
such written data, views, or arguments 
as they may desire; Communications 
should be submitted in triplicate to the 
Director, Western Region, Attention: 
Chief, Air Traffic Division, Federal Avi­
ation Administration, 5651 West Man­
chester Avenue, Post Office Box 92007, 
Worldway Postal Center, Los Angeles, 
Calif. 90009. All communications received 
within 30 days after publication of this 
notice in the F ederal R egister will be 
considered before action is taken on the 
proposed amendments. No public hear­
ing is contemplated at this time, but ar­
rangements for informal conferences 
with Federal Aviation Administration of­
ficials may be made by contacting the 
Regional Air Traffic Division Chief. Any 
data, views, or arguments presented dur­
ing such conferences must also be sub­
mitted in writing in accordance with this 
notice in order to become part of the 
record for consideration. The proposals 
contained in this notice may be changed 
in the light of comments received.

A public docket will be available for 
examination by interested persons in the 
office of the Regional Counsel, Federal 
Aviation Administration, 5651 West 
Manchester Avenue, Los Angeles, Calif. 
90045.

The FAA has developed a new ILS 
approach to runway 14 for Medford- 
Jackson County Airport. Incorporated 
into this procedure is a proposed 15 NM 
DME arc transition routing extending 
counterclockwise from the Medford 
VORTAC 118° T (098° M) radial to the 
Medford ILS localizer northwest course.

Additional 1,200-foot transition area will 
be required to provide controlled air­
space protection for aircraft executing 
the proposed transition routing.

In view of the foregoing, the FAA pro­
poses the following airspace action:

In § 71.181 (33 F.R. 2217) the Medford, 
Oreg., transition area is amended to read 
as follows:

M e d f o r d , O r e g .

That airspace extending upward from 700 
feet above the surface within 2 miles each 
side of the Medford ILS localizer northwest 
course, extending from 3 to 9 miles north­
west of the OM; that airspace extending 
upward from 1,200 feet above the surface 
within a 23-mile radius of the Medford 
VORTAC; that airspace extending from the 
23-mile radius area bounded on the north 
by latitude 42°28'00" N., on the east by the 
arc of a 40-mile radius circle centered on the 
Klamath Falls, Oreg. VORTAC, on the south 
by latitude 42°04'00" N„ and on the south­
west by the southwest edge of V-23W; that 
airspace north of Medford within 16 miles 
west and 11 miles east of the Medford 
VORTAC 353° radial, extending from 25 to 
65 miles north of the VORTAC, and that air­
space extending upward from 6,200 feet MSL 
within 5 miles each side of the Medford 
VORTAC 271° radial, extending from the 23- 
mile radius area to V-27.

This amendment is proposed under the 
authority of section 307(a) of the Fed­
eral Aviation Act of 1958, as amended 
(72 Stat. 749; 49 U.S.C. 1348).

Issued in Los Angeles, Calif., on Octo­
ber 1, 1968.

Arvin O. Basnight, 
Director, Western Region.

[F.R. Doc. 68-12360; Filed, Oct. 9, 1968;
8:50 a.m.]

[14 CFR Part 73 ]
[Airspace Docket No. 67-SW-24]

TEMPORARY RESTRICTED AREA
Withdrawal of Notice of Proposed 

Designation
On August 20, 1968, F.R. Doc. 68-9950 

was published in the Federal R egister 
(33 F.R. 11784) stating that the Federal 
Aviation Administration (FAA) was 
considering an amendment to Part 73 of 
the Federal Aviation Regulations that 
would designate a temporary Restricted 
Area R-5111C at Elephant Butte, N. Mex.

Subsequent to publication of the 
notice of proposed rule making, the 
Department of the Air Force notified the 
FAA that the proposed restricted area is 
no longer required.

In consideration of the foregoing, 
notice is hereby given that the proposal

contained in Airspace Docket No. 67- 
SW-24, published in the F ederal Regis­
ter on August 20, 1968, as F.R. Doc. 68- 
9950, is withdrawn.

This notice of withdrawal is made 
under the authority of section 307(a) of 
the Federal Aviation Act of 1958 (49 
UJS.C. 1348).

Issued in Washington, D.C., on Octo­
ber 3, 1968.

H. B. H elstrom, 
Chief, Airspace and Air 

Traffic Rules Division. 1
[F.R. Doc. 68-12361; Filed, Oct. 9, 1968;: 

8:50 a.m.]

DEPARTMENT OF HEALTH, EDU-j 
CATION, AND WELFARE

Food and Drug Administration 
[21 CFR Part 46 1 
PACKAGED NUTS

Extension of Time for Filing Comments 
on Proposed Standards of Identity 
and Fill of Container
In the matter of establishing defini­

tions and standards of identity for mixed 
nuts without peanuts (§46.51), mixed 
nuts (§ 46.52), and peanuts with mixed! 
nuts (§ 46.53) and a standard:of fill of 
container for these and other packaged 
nut products (§ 46.54):

The notice of proposed rule making in 
the above-identified matter published in 
the Federal R egister of September 4, 
1968 (33 F.R. 12383), provided for the 
filing of comments thereon within 60 
days of said publication date.

The Commissioner of Food and Drugs 
has received requests for an extension of 
such time and, good reason therefor ap­
pearing, the time for filing comments in 
this matter is extended to January 2, 
1969.

This action is taken pursuant to the 
provisions of the Federal Food, Drug, and 
Cosmetic Act (secs, ̂ Pl, 701,52 Stat. 1046, 
1055, as amended 70 Stat. 919, 72 Stat. 
948; 21 U.S.C. 341, 371) and under au­
thority delegated to the Commissioner 
(21 CFR 2.120).

Dated: October 2, 1968.
J. K. K irk,

Associate Commissioner 
for Compliance.

[F.R. Doc. 68-12345; Filed, Oct. 9, 1968;
8:49 a.m.]
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Notices
DEPARTMENT OF THE TREASURY

Bureau of Customs
[492.211]

CUE CASES
Proposed Tariff Classification

O ctober 3,1968.
Certain wood cue cases and simulated 

leather cue cases appear to be classifiable 
under the provision of other luggage, in 
item 706.60, Tariff Schedules of the 
United States (TSUS), and dutiable at 
the rate of 20 percent ad valorem.

Such a classification appears to be re­
quired in view of Schedule 7, Part 5, 
Subpart D, Headnote l(vii), TSUS, 
which states “This subpart covers equip­
ment designed for indoor or outdoor 
games, sports, gymnastics, or athletics, 
but does not cover luggage (see part ID 
of this schedule) ” and Schedule 7, Part 
1, Subpart D, Headnote 2(a) (ii), TSUS, 
which states “For the purposes of the 
tariff schedules the term ‘luggage’ covers 
brief cases, portfolios, school bags, 
photographic equipment bags, golf bags, 
camera cases, binocular cases, gun cases, 
occupational luggage cases (physicians’, 
sample, etc.), and like containers and 
cases designed to be carried with the per­
son, except handbags as defined herein.”

Pursuant to § 16.10a (d) of the Customs 
Regulations (19 CFR 16.10a(d)), notice 
is hereby given that there is under review 
in the Bureau of Customs the existing 
established and uniform practice of 
classifying these cue cases under the pro­
vision for other billiard and pool equip­
ment, in item 734.10, TSUS, with duty 
at the present rate of 15 percent ad 
valorem.

Consideration will be given to any 
relevant data, views, or arguments per­
taining to the correct tariff classification 
of this merchandise which are submitted 
in writing to the Bureau of Customs, 
Washington, D.C. 20226. To assure con­
sideration, such communications must be 
received in the Bureau not later than 30 
days from the date of publication of this 
notice in the Federal R egister. No hear­
ings will be held.

[seal] Lester D. Johnson,
Commissioner of Customs.

[P.R. Doc. 68-12318; Piled, Oct. 9, 1968;
8:46 a.m.]

[T.D. 68-250]
COMPOUND OPTICAL MICROSCOPES 

Tariff Classification
O ctober 3, 1968.

Pursuant to § 16.10a (d) , Customs Reg­
ulations (19 CFR 16.10a(d) ), the Bureau 
of Customs gave notice in the Fédérai,

R egister for July 20, 1968 (33 F.R. 
10407), that it would review the tariff 
classification of compound optical micro­
scopes with and without means for 
photographing the image and equipment 
imported for use with such microscopes. 
This review has been completed and all 
representations received have been care­
fully considered.

As a result of this review, the Bureau 
has concluded that: (1) A compound 
optical microscope, not provided with 
means for photographing the image and 
a photographic camera with an adaptor 
imported as a unit in the same shipment 
do not constitute a single entity for 
tariff purposes and are classifiable in 
the following manner : Compound optical 
microscope under the provision for com­
pound optical microscopes * * * : * * * :  
Not provided with means for photo­
graphing or projecting the image, in 
items 708.71 through 708.73, Tariff 
Schedules of the United States (TSUS), 
according to value; photographic camera, 
under the provision for photographic 
cameras, in items 722.10 through 722.16, 
according to the type in question; adap­
tor, as an article not specially provided 
for, according to its component material ;
(2) compound optical microscopes spe­
cially constructed for photomicrography, 
as evidenced by a heavy duty vibration 
free microscope stand, built-in illumina­
tion system fulfilling the basic require­
ments of the so-called “Koehler” 
illumination, and a photomicrographic 
attachment which (a) can be readily 
attached or is permanently affixed to the 
microscope, (b) includes special device 
for sharp focus in the film plane either 
in the observation optics or a special 
focusing lens or screen, (c) includes 
automatic or manual means of con­
trolling exposure time, and shutter 
mechanism, apart from the camera body 
itself, and (d) when employed with such 
a finit a conventional camera body is used 
only as a film holder and transporter, 
without requiring its lens, shutter, or 
focusing mechanism, are classifiable 
under the provision for compound optical 
microscopes * * * provided with means 
for photographing * * * the image * * * : 
* * * : Other, in item 708.76, TSUS. Inas­
much as this decision results in the 
assessment of duty at a higher rate than 
previously assessed under a uniform and 
established practice, the higher rate shall 
be applied only to such or similar mer­
chandise entered, or withdrawn from 
warehouse, for consumption after the 
expiration of 90 days after the date of 
publication of this abstract in the Cus­
toms Bulletin.

[seal] Lester D. Johnson,
Commissioner of Customs.

[F.R. Doc. 68-12368; Filed, Oct. 9, 1968;
8:50 a.m.]

DEPARTMENT OF THE INTERIOR
Bureau of Land Management 

[A 2735]
ARIZONA

Notice of Proposed Withdrawal and 
Reservation of Lands

The Forest Service, U.S. Department 
of Agriculture, has filed an application, 
serial number A2735, for the withdrawal 
of the land described below, from min­
eral location and entry under the Gen­
eral Mining Laws, subject to existing 
valid rights.

The Forest Service has requested the 
withdrawal of this land for the Palace 
Station Administrative Site. The area is 
a historical attraction of local signifi­
cance and is to be used for recreation and 
public purposes. The withdrawal will 
assure that the land will remain in Fed­
eral ownership and prevent activities 
adverse to administrative use and public 
enjoyment.

For a period of 30 days from the date 
of publication of this notice all persons 
who wish to submit comments, sugges­
tions, or objections in connection with 
the proposed withdrawal, may present 
their views in writing to the undersigned 
officer of the Bureau of Land Manage­
ment, Department of the Interior, 3022 
Federal Building, Phoenix, Ariz. 85025.

If circumstances warrant it, a public 
hearing will be held at a convenient time 
and place, which will be announced.

The determination of the Secretary 
on the application will be published in 
the F ederal R egister. A separate notice 
will be sent to each interested party of 
record.

The land involved in the application is: 
G i l a  a n d  S a l t  R i v e r  M e r i d i a n ,  A r i z o n a  

PALACE STATIO N ADM INISTRATIVE SITE

T. 12 N., R. 1 W.,
Sec. 18, lot 6 and SE%SW%.
The area described aggregates 87.18 

acres in the Prescott National Forest.
Dated: October 3, 1968.

F red J. W eiler, 
State Director.

[F.R. Doc. 68-12320; Filed, Oct. 9, 1968;
8:47 a.m.]

[N—2573]
NEVADA

Notice of Classification of Public Lands 
for Transfer Out of Public Ownership

October 3, 1968.
1. The following public lands are here­

by classified for transfer out of Federal
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ownership by exchange under section 8 
of the Taylor Grazing Act:

M o u n t  D i a b l o  M e r i d i a n

T. 21 N., R. 21 E„
Sec. 36.

T. 21 N„ R. 22 E.,
Sec. 12;
Sec. 24;
Sec. 32;
Sec. 34;
Sec. 36.

T. 22 N., R. 22 E.,
Sec. 36.
The lands described above total 4,480 

acres and are located in Washoe County.
2. The notice of proposed classification, 

P.R. Doc. 68-8905, appearing on page 
10583 of the issue of July 25, 1968,- seg­
regated the affected lands from all forms 
of disposal under the public land laws, 
including the mining laws, except for 
exchange under section 8 of the Taylor 
Grazing Act. However, publication did 
not alter the applicability of the public 
land laws governing the use of the land 
under lease, license, or permit, or govern­
ing the disposal of their mineral and veg­
etative resources, other than under the 
mining laws.

3. For a period of 30 days, interested 
parties may submit comments to the 
Secretary of the Interior, LLM, 721, 
Washington, D.C. 20240 (43 CFR 2411.- 
12(d)).

Nolan F. K eil,
State Director, Nevada.

[P.R. Doc. 68-12319; Filed, Oct. 9, 1968; 
8:46 a.m.]

National Park Service
BIGHORN CANYON NATIONAL REC­

REATION AREA, MONT. .
Adjustment of Boundaries

Notice was given by me, in the F ederal 
R egister of May 28, 1968 (30 F.R. 7765), 
of a description of the detailed bounda­
ries of the Bighorn Canyon National Rec­
reation Area (hereinafter referred to as 
recreation area), pursuant to the Act 
of October 15, 1966 (80 Stat, 913; 16 
U.S.C. 460t).

The said Act also authorizes the Secre­
tary of the Interior to subsequently make 
adjustments in the boundary of the rec­
reation area, subject to the limitation 
that tribal mountain lands and other 
lands of the Crow Indian Tribe of Mon­
tana may not be included in such area 
unless requested by the Council of the 
Tribe.

The Council of the Crow Indian Tribe 
of Montana on December 1, 1967, agree 
to make available certain tribally-owned 
lands for public recreational use and for 
development and administration by the 
National Park Service of administrative 
and public-use facilities, with the under­
standing that such tribal and other 
lands within the Crow Indian Reserva­
tion (all depicted on a map accompa­
nying the Dec. 1,1967, agreement), would 
be included in the boundaries of the 
recreation area.

Since the tribally-owned and other 
lands proposed for addition to the rec­

reation area in the aforesaid agreement 
are determined to be desirable for in­
clusion within the boundaries of such 
area, notice is hereby given that that 
portion of the boundary of the Bighorn 
Canyon National Recreation Area, Mon­
tana, lying within the Crow Indian Res­
ervation is adjusted as follows, and all 
lands lying between such adjusted 
boundary and the boundary previously 
described are included in the recreation 
area:

Beginning at the northeast corner of lot 1 
of sec. 17, T. 7 S., R. 29 E„ Principal Meridian, 
said point being on the described boundary 
as set forth in the F e d e r a l  R e g i s t e r , Vol. 33, 
No. 104, dated May 28, 1968, at pages 7765 
to 7767, said point being also on the Bighorn- 
Carbon County line, and on the south bound­
ary of the Crow Indian Reservation; thence 
westerly along said south line of the Crow 
Indian Reservation to the southeast corner 
of sec. 14, T. 7 S., R. 28 E„ Principal Meridian; 
thence northerly along the east line of 
secas. 14, 11, and 2, T. 7 S., R. 28 E„ and 
sec. 35, T. 6 S., R. 28 E„ to the northeast 
corner thereof; thence easterly along the 
north line of sec. 36, T. 6 S., R. 28 E., 
and sec. 31, T. 6 S., R. 29 E., to the north 
quarter corner of said sec. 31; thence north­
erly to the northwest comer of the SE% 
of sec. 30; thence easterly along the east- 
west center line of secs. 30, 29, and 28 to 
the northeast comer of the SW% °f said 
sec. 28; thence northerly along the north- 
south center line of said sec. 28, to the 
north quarter corner thereof; thence easterly 
along the north line of secs. 28 and 27 
to the northeast corner of said sec. 27; 
thence northerly along the west line of sec. 
23 to the west quarter comer thereof; thence 
easterly along the east-west center line of 
secs. 23 and 24, T. 6 S., R. 29 E„ and sec. 
19, T. 6 S., R. 30 E„ to the northwest corner 
of the SE*4 of said sec. 19; thence northerly 
along the north-souith center line of said 
sec. 19 to the north quarter corner thereof; 
thence easterly along the north line of secs. 
19, 20, and 21 to the northwest corner of 
the NE^NE^ of said sec. 21;

Thence northerly along the west line of the 
E1/2SE14 of sec. 16 to the northwest corner 
thereof; thence easterly to the west quarter 
corner of- sec. 15; thence northerly along the 
west line of secs. 15 and 10 to the northwest 
corner of said sec. 10; thence easterly along 
the north line of secs. 10, 11, and 12 to 
the northeast corner of sec. 12, T. 6 S., R. 
30 E.; thence northerly to the northwest 
corner of lot 1, sec. 7, T. 6 S., R. 31 E.; 
thence easterly along the north line of said 
lot 1 to the northeast corner thereof; thence 
southerly to the southeast corner of said 
lot 1; thence easterly to the southeast corner 
of the NE}4NW*4 of sald sec- ^> t*16110® 
northerly to the north quarter corner of 
said sec. 7; thence easterly along the north 
line of sec. 7 to the northeast corner thereof; 
thence southerly along the west line of sec. 
8 to the northwest comer of the SW%SW14 
SWx/4 of said sec. 8; thence easterly approxi­
mately 660 feet north of and parallel to 
the south lines of secs. 8 and 9 to the north­
east corner of the S y2 SW V4 SW (4 of said 
sec. 9; thence southerly to the southeast 
corner of the S^SW ^SW ^ ° f sec. 9; thence 
easterly along the south line of sec. 9 to 
the southwest corner of lot 1, of said sec. 
9; thence northerly along the west line of 
lot 1, sec. 9, to the northwest corner thereof; 
thence easterly to the northeast corner of 
lot 1, said sec. 9; thence northerly along 
the west line of the NE (4 SE *4 and the 
SE (4 NE 14 of said sec. 9 to the northwest 
corner of said SE^NE(4; thence easterly 
along the north line of the SE%NE% of 
sec. 9 to the northeast corner thereof; thence

northerly along the west line of secs. io 
and 3 to the northwest corner of lot 5 
of said sec. 3; thence easterly to the south­
west corner of the E y2 of lot 2 of said 
sec. 3; thence northerly along the. west line 
of the E l/i of lot 2 to the south line of sec. 
33, T. 5 S., R. 31 E.;

Thence easterly to the southwest corner 
of the SE%SW%SE% of said sec. 33; thence 
northerly to the northwest comer of the 
SEJ4 SW%SE% of said sec. 33; thence easterly 
to the southwest corner of the N% of lot 10, 
sec. 34; thence northerly along the section 
line to the northwest corner of lot 10 of said 
sec. 34; thence easterly along the north line 
of lot 10 to the southwest corner of lot 9, 
sec. 34; thence northerly along the west line 
of lots 9 and 7 to the northwest corner of lot 
7, sec. 34; thence easterly along the north 
line of lots 7 and 8 to the northeast corner of 
lot 8, sec. 34; thence northerly along the west 
line of lot 6 to the northeast corner of the 
SE^NW^NE^ of sec. 34; thence easterly 
along the south line of the Ny2 of lot 6 to 
the west line of sec. 35; thence northerly 
along the west line of secs. 35 and 26 to the 
northwest comer of the SW lA SW V4 S W lA SW (4 
of sec. 26; thence easterly to the northeast 
comer of the SE (4 SW *4 SW V4 SE *4 of sec. 26;, 
thence southerly to the southeast corner of 
the SE 14 SW y4 SW % SE y4 of said sec. 26; 
thence easterly along the south line of said 
secs. 26 and 25 to the southwest corner of the 
SE y4 SW (4 SW (4 of sec. 25; thence northeast­
erly along a diagonal line to the northwest 
corner of the Ey2 of lot 3, sec. 25; thence 
northeasterly along a diagonal line through 
sec. 24, T. 5 S., R. 31 E., and sec. 19, T. 5 S., R. 
32 E, to the southwest corner of the SE^SE(4 
NWX/4SW(4 of said sec. 19; thence northerly to 
the northwest corner of the NE % NE 14 NW % 
SWx/4 of said sec. 19; thence northeasterly 
along a diagonal line to the northeast corner 
of the w y2 of lot 6, sec. 19; thence northwest­
erly along a diagonal line to the northwest 
corner of the SE^NW^NW^ of said sec. 19; 
thence northeasterly along a diagonal line 
through secs. 19 and 18 to the northwest cor­
ner of the NE (4 NE y4 NW (4 of sec. 18; thence 
northeasterly along a diagonal line through 
secs. 7, 8, 5, and 4 in T. 5 S., R. 32 E., and 
secs. 33 and 34 in T. 4 &., R. 32 E„ to the 
southwest corner of the SE x/4 NW y4 NW % 
Nwy4 of said sec. 34; thence northerly to the 
north line of sec. 34; thence easterly along the 
north line of sec. 34 to the north quarter 
corner thereof; thence southerly along the 
northsouth center line of sec. 34 to the south­
east corner of the N^ of lot 4 thereof;

Thence westerly to the southeast corner 
of the NW^NW^SW^ of said sec. 34; thence 
southwesterly along a diagonal line through 
secs. 34 and 33, of T. '4~6., R. 32 E., and sec. 
4. T. 5 S, R. 32 E„ to the southwest corner of 
said sec. 4; thence southwesterly along a di­
agonal line through sec. 8, T .  5 S., R. 32 E., 
to the southeast corner of the NW(4SW^ 
SWX,4 thereof; thence southerly through secs. 
8 and 17, to the southeast corner of the 
NW *4 NW x/4 SW % of sec. 17; thence south­
westerly along a diagonal line to the south­
west corner of sec. 17; thence southwesterly 
along a diagonal line through sec. 19 to the 
southwest corner of the SE^NE1̂  thereof; 
thence southeasterly along a diagonal line 
through sec. 19 to the southeast corner of 
the S W x/4 NE y4 SE y4 thereof; thence south­
westerly along a diagonal line to the south­
west corner of the SE y4 SE y4 of said sec. 19; 
thence westerly along the south line of said 
sec. 19, to the south quarter corner thereof; 
thence southwesterly along a diagonal line 
through sec. 30 to the west quarter corner 
thereof; thence continuing southwesterly 
along a diagonal line through sec. 25, T. 5 S., 
R. 31 E„ to the southwest corner of the SE'/i 
SEx/4 thereof; thence westerly along the south 
line of sec. 25 to the southeast comer of the
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SW54SW 4̂SE^ thereof; thence southwest­
erly along a diagonal line through sec. 36, T. 
5 S., R. 31 E., to the southwest corner of the 
NW1/4NE14 thereof; thence southerly along 
the north-south center line of said sec. 36 
to the southeast corner of the NE14 NE % NE % 
SW% thereof; thence westerly through secs. 
36 and 35, parallel to an approximately 330 
feet south of the east-west center lines 
thereof, to the southeast corner of the NE% 
NW%NE%SW% of sec. 35; thence southerly 
through said sec. 3£T to the southeast corner 
of the NW%NE%SW>4 thereof; thence west­
erly through said secs. 35 and 34, to a point 
990 feet west of the east line of said sec. 
34; thence southerly, parallel to and approxi­
mately 990 feet west of the east line of sec. 
34 to the south line thereof; thence easterly 
along the north line of sec. 2, T. 6 S., R. 31 E., 
to the northeast corner thereof;

Thence southerly along the east line of said 
sec. 2 to the southeast corner thereof; thence 
southerly approximately 400 feet along the 
east line of sec. 11, to its intersection with 
the center line of Montana State Route 313; 
thence southwesterly along the center line 
of Montana State Route 313 through secs. 
11,10, 15, and 16 to the west line of the SE14 
of said sec. 16; thence southerly along the 
north-south center line of secs. 16 and 21 
to the southwest corner of the NW^NE^ 
of sec. 21; thence easterly to the northwest 
corner of the SW%NE^ of sec. 21; thence 
southerly along the west line of the Ey2Ey2 
of secs. 21, 28, and 33 to the southeast corner 
of the SW14NE14 of sec. 33; thence. westerly 
to the northwest corner of the SE% of said 
sec. 33; thence southerly to the south quarter 
corner of said sec. 33; thence westerly along 
the south line of secs. 33, 32, and 31, T. 6 S., 
R. to a point on the south line of the 
SWVffoi said sec. 31, said point being the 
point of intersection with a line measured 
1,320 feet easterly and upslope of the 3,675- 
foot contour in Elack Canyon; thence along 
aline measured 1,320 feet on the upslope side 
of Said 3,675-foot contour, upstream to a 
point in Devil Canyon (Porcupine Creek), 
where said line intersects the 4,600-foot con­
tour, said point having an approximate lati­
tude of north 45°01'10'' and an approximate 
longitude of west 108° 13 '20" as shown on 
U.S.G.S. map of Hillsboro, Montana-Wyoming 
dated 1964 with a scale of 1:24,000; thence 
easterly to a point on a line 1,320 feet north­
erly of said 4,600-foot contour, said point 
having an approximate latitude of north 
45°01'13" and an approximate longitude of 
west 108° 13 '01" as shown on said U.S.G.S. 
map; thence easterly, upstream along said 
Porcupine Creek and Devil Canyon, along the 
projected line 1,320 feet north of the 4,600- 
foot contour on the northerly side of Devil 
Canyon, to its intersection with the Montana- 
Wyoming State line; thence westerly along 
the Montana-Wyoming State line to the 
northeast corner of sec. 19, T. 58 N„ R. 94 W„ 
6th Principal Meridian (Wyoming), said 
point being the point where the previously 
described boundary of the Bighorn Canyon 
National Recreation Area, as published in the 
aforesaid F e d e r a l  R e g i s t e r , intersects said 
State line.

The above-described boundary adjust­
ment adds 55,947 acres, more or less, to 
the recreation area which thereupon will 
comprise an aggregate area of 122,623 
acres, more or less.

A map entitled “Bighorn Canyon Na­
tional Recreation”, numbered 617-92001, 
and dated May 1968, depicting the over­
all boundaries of the area, as herein ad­
justed, is on file in the Office of the 
Superintendent, Bighorn Canyon Na­
tional Recreation Area and in the Office 
°f the National Park Service, Depart­
ment of the Interior, Washington, D.C.

Any further adjustments in the bound­
ary of this recreation area will be made 
subject to and in accordance with the 
provisions of the Act of October 15, 1966, 
referred to above.

Dated: October 2, 1968.
Stewart L. Udall, 

Secretary o f the Interior.
[F.R. Doc. 68-12312; Filed, Oct. 9, 1968; 

8:46 a.m.]

DEPARTMENT OF AGRICULTURE
Federal Crop Insurance Corporation

[Notice No. 39]
ORANGES IN CALIFORNIA

Extension of Closing Date for Filing of 
Applications for 1968 Crop Year
Pursuant to the authority contained in 

§406.3 of Title 7 of the Code of Federal 
Regulations, and pursuant to paragraph 
1 of the resolution adopted by the Board 
of Directors of the Federal Crop Insur­
ance Corporation on March 19, 1954, the 
time for filing applications for orange 
crop insurance for the 1968 crop year in 
all counties in California where such in­
surance is otherwise authorized to be of­
fered is hereby extended until the close 
of business on October 31, 1968. Such ap­
plications received during this period 
will be accepted only after it is deter­
mined that no adverse selectivity will 
result.

John N. Ltift, 
Manager, Federal 

Crop Insurance Corporation.
’ [F.R. Doc. 68-12366; Filed, Oct. 9, 1968; 

8:50 a.m.]

DEPARTMENT OF HEALTH, EDU­
CATION, AND WELFARE

Food and Drug Administration
E. I. DU PONT DE NEMOURS & CO., 

INC.
Notice of Filing of Petition for Food 

Additives
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 petition 
(FAP 9A2338) has been filed by E. I. du 
Pont de Nemours & Co., Inc., Wilming­
ton, Del. 19898, proposing the issuance of 
a regulation (21 CFR Part 121) to pro­
vide for the safe use of sodium mono- 
and dimethyl naphthalene sulfonates as 
an anticaking agent in sodium nitrite (in 
an amount not to exceed 0.05 percent by 
weight thereof) for authorized uses in 
cured fish and meat.

Dated: October 2,1968.
J. K. K irk ,

Associate Commissioner 
for Compliance.

[F.R. Doc. 68-12347; Filed, Oct. 9, 1968; 
8:49 a.m.]

Office of the Secretary
OFFICE OF THE GENERAL COUNSEL

Statement of Organization
The Statement of Organization, Func­

tions, and Delegation of Authority of the 
Department (22 F.R. 1945), Part 2 there­
of, under the heading “Office of the Gen­
eral Counsel” (as amended by 30 F.R. 
14225) is hereby amended to include 
reference to the Civil Rights Division 
(approved by the Secretary on Sept. 25, 
1967), to change the names of the Food 
and Drug Division, the Public Health 
Division, and the Welfare and Rehabili­
tation Division, and to change a refer­
ence to the “Associate General Coun­
sel” to the “Deputy General Counsel” , 
as follows:

1. Section 2-300.10 is revised to read 
as follows:

2-300.10 Organization. The Office of 
the General Counsel, under the super­
vision of a General Counsel, shall consist 
of:
Immediate Office of the General Counsel 

Regional Attorneys.
Division of Business and Administrative Law. 
Division of Civil Rights.
Division of Education.
Division of Food, Drug, and Environmental 

Health.
Division of Health Insurance.
Division of Legislation.
Division of Old-Age and Survivors Insurance. 
Division of Public Health Grants and 

Services.
Division of Social and Rehabilitation Service.

2. Section 2-300.20 is revised to read 
as follows:

2-300.20 General Counsel. A. The Gen­
eral Counsel is directly responsible to 
the Secretary. He serves as special ad­
viser to the Secretary on legal matters 
in connection with the administration of 
the Department.

B. In the “ absence or disability of the 
General Counsel the Deputy General 
Counsel shall act for him.

Dated: October 3, 1968.
D onald F. S impson, 

Assistant Secretary 
for Administration.

[F.R. Doc. 68-12348; Filed, Oct. 9, 1968; 
8:49 a.m.]

ATOMIC ENERGY COMMISSION
[Docket No. 50-163]

GULF GENERAL ATOMIC, INC.
Notice of Issuance of Amended 

Facility License
The Atomic Energy Commission has 

issued Amendment No. 21, as set forth 
below, to Facility License No. R-67. The 
license authorizes Gulf General Atomic, 
Inc. (formerly General Dynamics Corp.) 
of San Diego, Calif., to possess and op­
erate its TRIGA Mark F nuclear reactor 
located at Torrey Pines Mesa in San 
Diego, Calif. The amendment, effective 
as of the date of issuance, incorporates 
Technical Specifications for operation of 
the reactor facility in accordance with 
the application for license amendment
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dated December 22, 1966, and supple­
ments thereto dated July 25, 1967, 
November 27, 1967, and August 9, 1968. 
The amendment also republishes the li­
cense in its entirety to incorporate pre­
viously issued amendments and to more 
clearly state the recordkeeping and 
reporting requirements.

The Commission has found that prior 
public notice of proposed issuance of 
this amended license is not necessary 
in the public interest since the operation 
of the reactor in accordance with the 
terms of the amended license does not 
involve significant hazard considera­
tions different from those previously 
evaluated.

Within fifteen (15) days from the date 
of publication of this notice in the F ed­
eral R egister, the applicant may file a 
request for a hearing, and any person 
whose interest may be affected by the 
issuance of this amended license may file 
a petition for leave to intervene. Requests 
for a hearing and pétitions to intervene 
shall be filed in accordance with the pro­
visions of the Commission’s rules of prac­
tice, 10 CFR Part 2. If a request for a 
hearing or a petition for leave to inter­
vene is filed within the time prescribed 
in this notice, the Commission will issue 
a notice of hearing or an appropriate 
order.

For further details with respect to this 
amendment, see (1) the licensee’s appli­
cation for license amendment dated De­
cember 22,1966, and supplements thereto 
dated July 25, 1967, November 27, 1967, 
and August 9, 1968, (2) a related Safety 
Evaluation prepared by the Division of 
Reactor Licensing, and (3) the Technical 
Specifications, all of which are available 
for public inspection at the Commission’s 
Public Document Room, 1717 H Street 
NW., Washington, D.C. A copy of item 
(2) above may be obtained at the Com­
mission’s Public Document Room or upon 
request addressed to the Atomic Energy 
Commission, Washington, D.C. 20545, At­
tention: Director, Division of Reactor 
Licensing.

Dated at Bethesda, Md., this 27th day 
of September 1968.

For the Atomic Energy Commission.
F rank L. K elly,

Acting Assistant Director for 
Reactor Operations, Division 
of Reactor Licensing.

A m e n d e d  F a c i l i t y  L i c e n s e  

[License R-67, Amdt. 21]
The Atomic Energy Commission (herein­

after “ the Commission” ) has found that:
A. The application for license, as amended, 

complies with the requirements of the 
Atomic Energy Act of 1954, as amended 
(hereinafter “ the Act” ), and the Commis­
sion’s regulations set forth in Title 10, CFR, 
Chapter I;

B. The reactor has been constructed in 
conformity with Construction Permit No. 
CPRR-59 and will operate in conformity with 
the application and in conformity with the 
Act and the rules and regulations of the 
Commission;

C. There is reasonable assurance that the 
reactor can be operated at the designated 
location without endangering the health and 
safety of the public;

D. Gulf General Atomic, Inc., is tech- 
nicaUy and financially qualified to operate 
the reactor;

E. The possession and operation of the 
reactor in the manner proposed in the ap­
plication will not be inimical to the common 
defense and security or to the health and 
safety of the public;

F. Gulf General Atomic, Inc., has submit­
ted proof of financial protection which satis­
fies the requirements of Commission regu­
lations currently in effect. Gulf General 
Atomic, Inc., has executed an indemnity 
agreement pursuant to 10 CFR Part 140. 
Facility License No. R-67, as amended, is 
hereby amended in its entirety to read as 
follows:

A. This license applies to the TRIGA Mark 
F tank-type nuclear reactor (herein “ the re­
actor” ) which is owned by Gulf General 
Atomic, Inc., (formerly General Dynamics 
Corp.) and located at its John Jay Hopkins 
Laboratory for Pure and Applied Science, 
Torrey Pines Mesa, in San Diego, Calif., and 
described in the application dated March 1, 
1960, and amendments thereto, including 
the amendment dated December 22, 1966, and 
supplements thereto dated July 25, 1967, 
November 27, 1967, and August 9, 1968 (here­
inafter referred to as “the application” ), and 
authorized for construction by Construction 
Permit No. CPRR-59.

B. Subject to the conditions and require­
ments incorporated herein, the Commission 
hereby licenses Gulf General Atomic, Inc.:

1. Pursuant to section 104c of the Act and 
Title 10, CFR, Chapter I, Part 50, “Licensing 
of Production and Utilization Facilities”, to 
possess and operate the reactor in accordance 
with the procedures and limitations described 
in the application and in this license.

2. Pursuant to the Act and Title TO, CFR, 
Chapter I, Part 70, “Special Nuclear Mate­
rial”, to receive, possess and use up to 30 
kilograms of contained uranium-235 and ,one 
gram of plutonium in connection with oper­
ation of the reactor.

3. Pursuant to the Act and Title 10, CFR, 
Chapter I, Part 30, “Rules of General Appli­
cability to Licensing of Byproduct Material” , 
to possess but not to separate such byproduct 
material as may be produced by operation of 
the reactor.

C. This license shall be deemed to contain 
and be subject to the conditions specified in 
Part 20, § 30.34 of Part 30, §§ 50.54 and 50.59 
of Part 50 and § 70.32 of Part 70 of the Com­
mission’s regulations; is subject to all appli­
cable provisions of the Act and rules, regula­
tions and orders of the Commission now or 
hereafter in effect, and is subject to the 
additional conditions specified or incorpo­
rated below:

1. Maximum power level. Gulf General 
Atomic, Inc., may operate the reactor at 
steady-state power levels up to a maximum 
of 1500 kilowatts (thermal).

2. Technical specifications. The Technical 
Specifications contained in Appendix A here­
to 1 for operation at power levels up to 1500 
kilowatts (thermal) are hereby incorporated 
in this licence. Gulf General Atomic, Inc., 
shall operate the reactor in accordance with 
these Technical Specifications. No changes 
shall be made in the Technical Specifications 
unless authorized by the Commission as pro­
vided in § 50.59 of 10 CFR Part 50.

3. Records. In addition to those otherwise 
required under this license and applicable 
regulations, Gulf General Atomic, Inc., shall 
keep the following records:

(a) Reactor operating records, including 
power levels and periods of operation at 
each power level.

1 This item was not filed with the Office of 
the Federal Register but is available for in­
spection in the Public Document Room of the 
Atomic Energy Commission.

(b) Records showing radioactivity released 
or discharged into the air or water beyond 
the effective control of Gulf General Atomic, 
Inc., as measured at or prior to the point of 
such release or discharge.

(c) Records of emergency shutdowns and 
inadvertent scrams, including reasons there­
for.

(d) Records of maintenance operations in­
volving substitution or replacement of reac­
tor equipment or components.

(e) Records of experiments installed in­
cluding description, reactivity worths, loca­
tions, exposure time, total irradiation, and 
any unusual events involved in their 
handling.

(f ) Records of tests and measurements re­
quired by the Technical Specifications.

4. Reports. In addition to reports otherwise 
required by applicable regulations:

(a) Gulf General Atomic, Inc., shall inform 
the Commission of any incident or condition 
relating to the operation of the reactor which 
prevented or could have prevented a nuclear 
system from performing its safety function 
as described in the Technical Specifications 
or in the safety analysis report. For each 
such occurrence, Gulf General Atomic, Inc., 
shall promptly notify by telephone or tele­
graph the Director of the appropriate Atomic 
Energy Commission Regional Compliance 
Office listed in Appendix D of 10 CFR Part 20 
and shall submit within ten (10) days a re­
port in writing to the Director, Division of 
Reactor Licensing (hereinafter, “Director, 
DRL” ) , with a copy to the Regional Com­
pliance Office.

(b) Gulf General Atomic, Inc., shall re­
port to the Director, DRL, in writing within 
thirty (30) days of its occurrence any sub­
stantial variance disclosed by operation of 
the reactor from performance specifications 
contained in the safety analysis report or in 
the Technical Specifications.

(c) Gulf General Atomic, Inc., shall report 
to the Director, DRL, in writing within thirty 
(30) days of its occurrence any significant 
change in the transient or accident analysis 
as described in the safety analysis report.

D. This license is effective as of the date of 
issuance and shall expire at midnight, 
July 1, 1970.

Date of issuance: September 27, 1968. 
For the Atomic Energy Commission.

F rank L. K elly, 
Acting Assistant Director for 

Reactor Operations, Division 
of Reactor Licensing.

[F.R. Doc. 68-12313; Filed, Oct. 9, 1968;
8:46 a.m.]

CIVIL AERONAUTICS BOARD
[Docket No. 20332; Order 68-10-24]

OVERSEAS NATIONAL AIRWAYS, INC.
Order of Investigation and 

Suspension
Adopted by the Civil Aeronautics 

Board at its office in Washington, D.C., 
on the 7th day of October 1968.

On September 9, 1968, Overseas Na­
tional Airways, Inc. (ONA), filed new 
rates and revisions, effective October 9, 
1968, to its charter tariffs.1 New L-188C 
Electra charter rates of $2 per live air-

1 Revisions to ONA’s Charter Tariff No. 17, 
CAB No. 22, Local Military Charter Tariff 
No. M—1, CAB No. 39, and Charter Tariff No. 
142, CAB No. 148.
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craft mile and $1.75 per ferry aircraft 
mile are proposed for thè transportation 
of passengers within the continental 
United States and between points in the 
continental United States, on the one 
hand, and points in Puerto Rico and the 
Virgin Islands, on the other hand. The 
same rates are proposed for the trans­
portation of military personnel, baggage, 
and military impedimenta within the 
continental United States.

No complaints have been filed.
Upon consideration of all relevant 

matters, the Board finds that ONA’s 
proposed rates for passenger transpor­
tation may be unjust, unreasonable, un­
justly discriminatory, unduly preferen­
tial, or unduly prejudicial, or otherwise

The proposed passenger and military 
tra&c rate of $2 live and $1.75 ferry is 
lower than ONA’s reduced cargo rate of 
$2.40 live and $2.20 ferry; 2 whereas the 
additional costs of passenger handling, 
food service and steward or stewardess 
expenses should reflect a higher rate as 
the DC-9 rates indicate (passenger 
$3.00/$2.50 vs. cargo $2.40/$2.20). More­
over, it does not appear that the 3.3 V3 
percent variance, in the passenger rate 
for L-188C aircraft from the comparable 
DC-9 charges could be supported.

The current minimum charter rate 
for scheduled Logair all-cargo military 
services applicable to L-188C and DC-9 
aircraft is $1.6013 per course-flown 
statute mile, plus $150 per directed land­
ing 3 (ER-544, amendment No. 5 to Part 
288, adopted Sept. 9, 1968, effective July 
23, 1968). This yields the following rate 
per mile for the indicated stage lengths:

Stage Logair rate per
Length course-flown m ile4
435.8 $1.95
500 1.90

1,000 1.75
The Logair services reflect significant 
sayings in landing fees, fuel procured at 
military prices, and that loading and un­
loading is provided by the military, and, 
of course, do not require passenger 
services.

3 ONA is by a concurrent filing reducing its 
Electra cargo charter rate from $2.50 to $2.40 
per mile live, retaining a $2.20 ferry rate.

3 ONA’s L-188C and DC-9 costs are pre­
ponderantly reflected in the derivation of the 
Logair minimum rates.

4 If converted to a direct airport-to-airport 
mileage basis these rates would be shown 
about 5 to 10 percent higher.

unlawful, and should be suspended pend­
ing investigation. The Board generally 
has permitted considerable latitude in 
the filing of charter rates. However, the 
proposed rates of $2 live/$1.75 ferry for 
passengers and military traffic raise 
serious questions as to whether they are 
economic or properly related to other 
rates. The carrier has presented no sup­
port for the proposed low charter rates 
for the L-188C other than that they have 
been filed for economic and competitive 
reasons.

The proposed live rate is substantially 
less than the charter rates of any other 
carrier for such type aircraft, and the 
ferry rate is at the bottom of the rate 
scale, as shown in the table below.

In view of the significant question as 
to the economics of charter service at 
these rates, the disparity between ONA’s 
proposed rate for D-188C aircraft and 
other carriers’ charges, the inverse rela­
tionship to cargo rates, and the level of 
the Logair rate for L-188 aircraft, the 
Board will initiate an investigation of 
the proposed rates of $2 per live aircraft 
mile and $1.75 per ferry aircraft mile 
and suspend the effectiveness of such 
tariffs pending investigation.

Accordingly, pursuant to the Federal 
Aviation Act of 1958, and particularly 
sections 204(a) and 1002 thereof:

It is ordered, That:
1. An investigation be instituted to 

determine whether the rates, charges and 
provisions described ,in Appendix A, at­
tached hereto,6 and rules, regulations, 
and practices affecting such rates, 
charges, and provisions, are or will be un­
just or unreasonable, unjustly discrim­
inatory,. unduly preferential, unduly 
prejudicial, or otherwise unlawful, and if 
found to be unlawful, to determine and 
prescribe the lawful rates, charges and 
provisions, and rules, regulations, or 
practices affecting such rates, charges 
and provisions;

2. Pending hearing and decision by the 
Board, the rates, charges and provisions 
described in Appendix A hereto6 are sus­
pended and their use deferred to and 
including January 6, 1969, unless other­
wise ordered by the Board, and that no 
changes be made therein during the 
period of suspension except by order or 
special permission of the Board;

3. The proceeding herein be assigned 
for hearing before an examiner of the

6 Appendix A filed as part of the original 
document.

Board at a time and place hereafter to 
be designated; and

4. Copies of this order shall be filed 
with the tariffs and served upon Overseas 
National Airways, Inc., which is hereby 
made a party to this proceeding.

This order will be published in the 
F ederal R egister.

By the Civil Aeronautics Board.
[seal] Harold R. Sanderson,

Secretary.
[F.R. Doc. 68-12350; Filed, Oct. 9, 1968; 

8:49 a.m.]

CIVIL SERVICE COMMISSION
SOCIAL SCIENCE RESEARCH ANA­

LYST, SOCIAL SECURITY ADMIN­
ISTRATION

Manpower Shortage
Under the provisions of 5 U.S.C. 5723, 

the Civil Service Commission found a 
manpower shortage on September 26, 
1968, for-the single position of Social 
Science Research Analyst (specializing in 
the economics of drug insurance) GS- 
101-14, Office of Research and Statistics, 
Social Security Administration, Depart­
ment of Health, Education, and Welfare, 
Washington, D.C. This finding is self- 
canceling after the agency has used the 
authority.

Assuming other legal requirements are 
met, the appointee to this position may be 
paid for the expense of travel and trans­
portation to first post of duty.

United States Civil Serv­
ice Commission ,

[seal] James C. Spry,
Executive Assistant to 

the Commissioners.
[F.R. Doc. 68-12333; Filed, Oct. 9,; 1968; 

8:48 a.m.]

FEDERAL COMMUNICATIONS 
COMMISSION

[Report 408]

COMMON CARRIER SERVICES 
INFORMATION 1

Domestic Public Radio Services Ap­
plications Accepted for Filing 2

O ctober 7, 1968.
Pursuant to §§ 1.227(b) (3) and 21.26 

(b) of the Commission’s rules, an appli­
cation, in order to be considered with

1 All applications listed in the appendix are 
subject to further consideration and review 
and may be returned and/or dismissed if not 
found to be in accordance with the Commis­
sion’s rules, regulations, and other require­
ments.

3 The above alternative cutoff rules apply 
to those applications listed in the appendix 
as having been accepted in Domestic Public 
Land Mobile Radio, Rural Radio, Point-to- 
Point Microwave Radio, and Local Television 
Transmission Services (Part 21 of the rules).

Lockheed E lectra (L-188)

Carrier
Charter Ferry Layover

Departure
charge

Per m ile Departure 
charge '

Per hour Maximum per 
24 hours

Overseas National . . ._____
(Proposed).

AA— ........ —  — .............— .....................
B N ........................................... ..........................
EA______ _________ ................ $700.00
NA............................ ..........................  . . . . . .
NW....... ____________ ____________ ______ — .
WA........... . . . . . . 1 . . - . -----------

American Flyers..........1__..._____
Universal Airlines.----- ------------ ---- -

$2.00. ....................$1.75...._................ . $500.00 (per8
hours or frac-k 
tion thereof)................. $2.00____ ; . . . .......

___________ $2.00....____ _____________________
$300.00 $1.35...........   $55.00 $550.00.............. .......$1 .75 .......:................/..............

$2 00
$3.00 d a y .—--------------- $2.00 day".” Ill 68.00 $680.00.
$2.75 night................ ......$1.50 night____ 68.00 $680.00.
$2.35____...........i..........$2.35____ ___  150.00 $1,800.00.
$2.50_________________$2.50..........   50.00 ................

$3.25.
$3.25.
$2.15.
$3.50.
$3.25.
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Call
Licensee sign

Bair Communications_____________ KPP51
Bell Telephone C o m p a n y  of KOB97 

Nevada.
D o __________________________ KOB98
D o __________________ _______ KOR58
D o __________________________ KOR59
Do . _________________________ KOV66
Do ______ _____________ KPH65
Do _________________________ KPH66
D o ____ _____________________ KPH67
D o __________________________ KPL31
D o ____ _____________________ KPM83
D o __________________________ KPM84
D o __________________________ KPX39
D o ________________ __________KTF23

E. B. and Donna W. Brownell-!__KZS43
California Interstate Telephone Co_ KGC58

D o —  _____________________ KGC73
D o —________________________ KNB48
D o _______________J__________ KNB50
D o _______________ „__________KNM47
D o ___________________________ KNM48
D o __________________________ KPW23
D o __________________________ Kt*X80
D o __________________________ KZS90

Cameron Telephone Co___________KLD64
D o __________________________ KLO86
D o __ ________________________ KLR59
Do — ____ ________—________KZS69

Central Mutual Telephone Co., Inc_ KJK70
First Colony Telephone Co______ _ KIT50
General Telephone Co. of Alaska-«—KXR30 
General Telephone Co. of Cali- KM096 

fornia.
Do __________________________ KM097

California Water & Telephone Co_KVH64
General Telephone Co. of Michigan. KQN50

D o ____________________ ______KQN51
General Telephone Company of the KKA94 

Southwest.
D o __________________________ KKA95
D o __________________________KLH27
D o ____ __________ ___________ KLT81
Do „ 1 _______________________ KYS98-

General Tel. Co. of Upstate New KEH90 
York, Inc.

D o __________________________ KEH91
Glacier State Telephone Co_______KWW96

D o __________________________ KWW97
Do — — __________________ KWY80
D o __________________________ KXP24
D o __________________________ KXP25

Golden State Telephone Co__ !____KNL47
Golden West Telephone Co________KNL54

D o __________________________ KNZ38
D o __________________________ KTF56
D o ___ ______________________ KTF57

Gopher State Telephone Co______ KAL53
D o __________________________ KAM26
D o __________________________ KAM28
D o __________________________ KAN20
Do —y_______________________ KAR58
D o _ _________________________ KBC89
D o ____________________ - _____KBH69
D o ___________________I___ —  KBH70
D o __________________________ KBI95
D o __________________________ KBI96
D o __________________________ KTF63

Grand River Mutual Telephone KAW26 
Corp.

Hawaiian Telephone Co___________KUQ95
D o __________________________ KUQ96
D o __________ t_______________KUR86
Do _____________________ _____KUR91
D o __________________________ KUR92
D o __________________________ KUR95
D o __________________________ KUV89
Do — ____________________ ___KY031
D o __________________________ KY032
D o __________________________ KZI58

Idaho Telephone Co______________ KKU68
Illinois Bell Telephone Co_________ KSH92

D o _____ ____________________ KSN44
Lone Star State Telephone Co____ KLJ71
Maine State Telephone Co________KTQ92
L. C. McCall______________________ KIY58

CcM
Licensee sign

The Midland Telehone Co----------------KCG51
D o ___________________________ KCG56
DO — ________________________ KCG57
D o ___________________________ KPQ62
D o ___________   KSQ53
D o ___________________________ KSV69
D o ___ _______________________ KSV72
D o ____ ____________ ____- ____KSV74
D o ___________________________ KSV75
D o ___________________________ KSV78
D o ___________________  KSV79
Do ____       KTQ58
D o _________________  KTQ59
D o _____ :___ - _______________ KVD67
D o ___________________________ KZA90
D o ___________________________ KZA91

The Mountain States Telephone KKU65 
and Telegraph Co.

New England Telephone and Téle- KCB75 
graph. Co.

Do — ___ ___________________ KCD71
D o ___________________ - ______KCE77
D o __________________________ KCJ81
D o __________________________  KCJ82
Do _________________________ KCL97

Nucla-Naturita Telephone Co-------KAA93
Faci®» Northwest Bell Telephone KOU52 

Co.
D o __________________________ KPE22
D o __________________________ KPE23
D o __________________________ KPR68
D o __________________________ KPR69
D o __________________________ KPR70
D o __________________________ KPV67
D o __________________________  KPV77
D o _______________________ ___KPX54
D o __________________ ________ KPX56
D o __________________________ KPY38
D o _______________ ____________KPY40
D o __________________________ KPZ43
D o _________________________ _ KSP96
D o ___ ___________ - __________ KSQ44
D o __________________ ________KSQ46
D o ._________________________ KSQ49
D o _____________________ ______ KSV67
D o __________________________ KTF50
Do — _________I—___________ KTG54
D o __________________ _________ KTG55
D o _____ ____________________ KTQ54
D o __________________________ KVU47
D o __________________________ KZA73
D o __________________________ KZA95
D o _________ ________________ KZS55
D o ________________________ _ KZS75
D o ______ :___________________ KZS76
D o __________________________ KZS91

The Pacific Telephone and Tele- KMJ38 
graph Co.

D o ___ - _____________________ KMJ39
D o ________________ ! _________KM035

Call
Licensee sign

The Pacific Telephone and Tele- KM036 
graph Co.

D o ____________________ ______KM038
Radiofone___________________ 1—  KEG48
,St. Joseph Telephone and Telegraph KJJ77 

Co.
Souris River Telephone Mutual Aid1 KAX56 

Corp.
South Central Bell Telephone Co— KIK85

D o — ___________________________ KIK86
D o _____________________ —  KIK87
D o _____________________________ KKB32
D o ____________- _______________KKK46
D o ________________—— —  KKX75'
D o _____________________________ KKZ83
D o _______________ I_____________ KLD93
D o _______________________ KLF21
Do______________________________ KLM89
D o _____________________________ KLP85
D o __________ •:_______________!_KLP86
D o ________ _ ___________________KLP98
D o __________ - ____ ____________KLR53
Do___ —•________________________ KLR54
D o _____________________________ KLR58
Do _______  KLR74
D o ______ -_____________________ 'KLS39
D o __________________ ______ —  KLT70
D o_______________________  KLT82
D o _____________________________ KLT83
D o _____________________________ KLU35
D o _____________________ - ______KLU59
D a __________ _____ ________ —  KLU84

Southern Bell Telephone and Téle- KLU85
graph Co.

D o ___________ — ___________ KPP66
D o __________________________ J5PE67
Do______________________- ___ KPP68
Do _____________________ _____KPP69
D o __________________________ KPP70
D o __________________________ KPP71
D o __________________________ KPP72
D o __________________________ KPP73
D o __________________________ KPP74
D o __________________________KPP75'
D o ________________________ _ KRW82
Do —________________________  KRW83
D o ____________;______________ KSV48
D o __________________________ KTQ71
D o __________________________ EVD93
D o __________________________ EVI23
D o ___ ______________   KYO90
D o _____________ ____________ KZA54
D o __________________________ KZS78

Southwestern Bell Telephone Go_KLT61
Spohn Ranch_____ _________ ______  KVU62:
Charles W. Stockton_____________WWY4&
Tri-State Communications________ KRR64.
United Telephone Company of KJC34 

Florida.
West Texas Telephone Co_________KLU37

D o __________________________ KYC40
Westcol Radio Dispatch___ _______ KBD30

POINT-TO-POINT MICROWAVE RADIO SERVICE (TELEPHONE CARRIER)
•1885-C1-P-69—Pacific Northwest Bell Telephone Co.; (New); C.P. for a new fixed station 

to be located at 108 C Street SW., Ephrata, Wash, to operate on frequencies 11445 and 
11685 MHz toward Moses Lake, Wash.

1886- C1—P-69—Pacific Northwest Bell Telephone Co.; (KOP48); C.P. to add frequencies 
11405 and 11645 MHz toward Moses Lake, Wash., and make antenna changes at station 
located at 7.5 miles south of Othello, Wash.

1887- C1—P-69—Pacific Northwest Bell Telephone Co.; (KPE29); C.P. to add frequencies 
10755 and 10995 MHz toward Ephrata, Wash., and 10715 and 10955 MHz toward Othello, 
Wash., at station located at 2.7 miles southeast of Moses Lake, Wash.

1905-C1-P/L-69—Illinois Bell Telephone Co.; (KKU56); C.P. and license for a new fixed 
station to be located at 3944 North Sawyer Avenue, Chicago, 111., to operate on frequency 
6415.0 MHz toward Chicago, 111.

1928-C1-P-69—Pioneer Telephone Coop.; (KGC82); C.P. to add frequency 2176.8 MHz 
toward Alsea, Oreg., via passive reflector, at station located at West Mary’s Peak, 10.5 
miles west-southwest of Philomath, Oreg.

>i924-Cl-P-69—Pioneer Telephone Coop.; (New); C.P. for a new fixed station to be located 
at Second Street, north of Main Street, Alsea, Oreg., to operate on frequency 2126.8 MHz 
toward West Mary’s Peak, Oreg., via passive reflector.

1926-C1—P/L-69—Michigan Bell Telephone Co.; (New); C.P. and license for a new (Develop­
mental) fixed station to be located in any temporary fixed location in the state of Michi­
gan. Frequency bands; 2110-2130, 2160-2180, 3700-4200, 5925-6425, and 10700-11700 MHz.
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15136 NOTICES

Revised Volume No. 1. Applicant states 
that Peoples has requested a contract 
demand volume of 7,400 Mcf per day. 
The estimated third year sales to Peoples 
for the Garden City service are 5,460,000 
Mcf.

The total estimated cost of the pro­
posed facilities is $629,816 which will be 
financed from funds on hand, funds from 
operations, or short-term bank loans.

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) and the reg­
ulations under the Natural Gas Act 
(§157.10) on or before October 31, 1968.

Take further notice 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 pro­
cedure, a hearing will be held without 
further notice before the Commission on 
this application if no protest or petition 
to intervene is filed within the time re­
quired herein, if the Commission on its 
own review of the matter finds that a 
grant of the certificate is required by the 
public convenience and necessity. If a 
protest or petition for leave to intervene 
is timely filed, or if the Commission on its 
own motion believes that a formal hear­
ing 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.

K enneth F. P lumb, 
Acting Secretary.

[F.R. Doc. 68-12297; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket Nos. CS69-6, CS69-8]
FREEPORT OIL CO. AND FORT WORTH

NATIONAL BANK, TRUSTEE, TRUST 
. 1979
Notice of Applications for “Small 

Producer" Certificates 1
O ctober 2,1968.

Take notice that on September 6,1968, 
Freeport Oil Co. (Division of Freeport 
Sulphur Co.), Post Office Box 52349, New 
Orleans, La. 70150, and on September 13, 
1968, Fort Worth National Bank, Trustee, 
Trust 1979, c /o  John R. McGuire, Assist­
ant Trust Officer, Post Office Box 2050, 
Fort Worth, Tex. 76101, filed in Docket 
Nos. CS69-6 and CS69-8, respectively, 
applications pursuant to section 7(c) of 
the Natural Gas Act and section 157.40 
of the regulations thereunder for “small 
producer” certificates of public conven­
ience and necessity authorizing the sale 
for resale and delivery of natural gas in 
interstate commerce from the Permian 
Basin area of Texas and New Mexico, all 
as more fully set forth in the applications

1This notice does not provide for con­
solidation for hearing of the several matters 
covered herein.

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 
October 25, 1968.

Take further notice 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 pro­
cedure, a hearing will be held without 
further 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 required 
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 motion 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 Applicants to appear or 
be represented at the hearing. .

K enneth F. Plumb, 
Acting Secretary.

[F.R. Doc. 68-12298; Filed Oct. 9, 1968;
8:45 a.m.]

[Docket No. E—7442]
IDAHO POWER CO.

Notice of Application
O ctober 1, 1968.

Take notice that on September 16, 
1968, Idaho Power Co. (Applicant), filed 
an application seeking an order pursuant 
to section 204 of the Federal Power Act 
authorizing the issuance of $30 million 
in short-term unsecured promissory 
notes.

Applicant is incorporated under the 
laws of the State of Maine with its prin­
cipal business office at Boise, Idaho, and 
is engaged in the electric utility busi­
ness in the States of Idaho, Oregon, and 
Nevada.

The notes are to be issued from time 
to time to commercial banks or similar 
institutions and will mature within 1 
year from their dates of issuance and in 
any event not later than December 31,
1970. The loans will be at the current 
rate applicable in New York for com­
mercial bank loans, which interest rate 
at the present time is 6% percent.

The purpose for which the proposed 
short-term bank borrowings will be 
made, and promissory notes issued, is to 
obtain temporary, interim capital (in­
cluding renewal of short-term notes now 
issued and outstanding or to be issued 
and outstanding pursuant to the author­
ization requested, prior to Dec. 31, 1969) 
for the construction, extension and im­
provement of operating facilities.

The expenditures for this program 
through December 31,1969 are estimated

at about $17,617,000. Major items are 
$3,492,000 for transmission lines; $8,412,- 
000 for distribution lines and substations 
and $1,662,000 for minor additions and 
improvements to generating stations.

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before Octo­
ber 18, 1968, file with the Federal Power 
Commission, Washington, D.C. 20426, pe­
titions or protests in accordance with 
the requirements of the Commission’s 
rules of practice and procedure (18 CFR
1.8 or 1.10). The application is on file 
and available for public inspection.

K enneth F. Plumb, 
Acting Secretary.

[F.R. Doc. 68-12299; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket No. E-7446]
IOWA ELECTRIC LIGHT AND 

POWER CO.
Notice of Application

O ctober 2,1968.
Take notice that on September 23, 

1968, Iowa Electric Light and Power Co. 
(Applicant), filed an application with the 
Federal Power Commission seeking an 
order pursuant to section 204 of the Fed­
eral Power Act authorizing the issuance 
of short-term promissory notes in the 
aggregate principal amount of not over 
$15 million. Applicant is incorporated 
under the laws of the State of Iowa and 
is authorized to do business in that State 
with its principal place of business office 
at Des Moines, Iowa, and is engaged in 
the electric and gas utility business in 
central and southwestern Iowa.

According to the application the notes 
are to be issued from time to time to 
commercial banking institutions in prin­
cipal amounts not exceeding $15 million 
in the aggregate. These notes will have 
a maturity not in excess of 1 year and 
will bear an interest rate of 6V2 percent, 
or the prime rate in effect at the time 
of the borrowing.

Applicant represents that the purpose 
for which said securities are to be issued 
is to finance in part its construction pro­
gram for 1968-69 which is estimated to 
total approximately $15 million. Included 
in the principal items in Applicant’s con­
struction program are $912,000 for pre­
liminary engineering and licensing fees 
for a 550,000 kw nuclear generating sta­
tion to be located at Palo, Iowa, $714,745 
for construction work on electric trans­
mission facilities, $149,000 for construc­
tion work on Applicant’s Osceola and 
Triboji substations, $3,042,000 for gas 
distribution facilities and $6,274,255 for 
additions and improvements to electric 
distribution facilities.

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before October 
25, 1968, file with the Federal Power 
Commission, Washington, D.C. 2042 . 
petitions or protests in accordance wito 
the requirements of the Commissions 
rules of practice and procedure (18 Ctk
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1.8 or 1.10), The application is on file and 
available for public inspection.

K enneth P. Plumb, 
Acting Secretary.

[F.R. Doc. 68-12300; Filed, Oct. 9, 1968; 
8:45 a.m.]

[Docket Nos. E-7443, E-7444]

KANSAS GAS AND ELECTRIC CO. AND
KANSAS POWER AND LIGHT CO.

Notice of Application
O ctober 2, 1968.

Take notice that on September 18, 
1968, Kansas Gas and Electric Co. (Kan­
sas Gas), and Kansas Power and Light 
Co. (Kansas Power), filed applications 
seeking an order pursuant to section 203 
of the Federal Power Act authorizing the 
exchange of certain electric facilities.

Kansas Gas is incorporated under the 
laws of West Virginia with its principal 
business office at Wichita, Kans., and is 
engaged in the electric and gas utility 
business in southeastern Kansas.

Kansas Power is incorporated under 
the laws of the State of Kansas with 
its principal business office at Topeka, 
Kans., and is engaged in the electric 
utility business in the State of Kansas.

Under an agreement entered into on 
August 8, 1968, Kansas Gas agreed to 
s$i and convey to Kansas Power that 
pof̂ iQn of the Midian-Tecumseh 161 kv 
line extending southwesterly 23.77 miles 
from Tecumseh toward Midian and Kan­
sas Power agreed to sell to Kansas Gas 
a 115 kv transmission line extending from 
the Kansas Gas Company’s Halstead 
substation near Halstead, Kans., north 
approximately 11 miles to the Kansas 
Power’s Moundridge substation in Har­
vey County, Kans. As part of a transac­
tion Kansas Gas shall pay to Kansas 
Power the difference between the net de­
preciated values of the properties de­
scribed above in the sum of $50,529. 
According to the application the net de­
preciated value of the 115 kv line is 
$185,573 and the net depreciated value 
of the portion of the 161 kv line is 
$135,044.

Any person desiring to be heard or 
make any protest with reference to this 
application should on or before Oc­
tober 23,1968, file with the Federal Power 
Commission, Washington, D.C. 20426 pe­
titions or protests in accordance with 
the requirements of the Commission’s 
rules of practice and procedure (18 CFR 
18 or 1.10). The application is on file 
and available for public inspection.

K enneth F. P lumb , 
Acting Secretary.

[F.R. Doc. 68-12301; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket No. E-7447]
KENTUCKY UTILITIES CO. 

Notice of Application
O ctober 2, 1968.

Take notice that on September 25, 
1968, Kentucky Utilities Co. (Applicant)

filed an application seeking an order 
pursuant to section 204 of the Federal 
Power Act authorizing the issuance of 
$19 million in short-term unsecured 
promissory notes.

Applicant is incorporated under the 
laws of the State of Kentucky with its 
principal business office at Lexington, 
Ky., and is engaged in the electric utility 
business in the States of Kentucky and 
Tennessee.

The notes are to be issued from time 
to time to six commercial banks and will 
mature within 1 year from their dates 
of issuance and in any event not later 
than June 30, 1970. The loans bear in­
terest from the date thereof to maturity 
at the prime rate of interest in effect 
at the First National Bank of Chicago 
on the date each borrowing is made.

The purpose for which the proposed 
short-term bank borrowings will be 
made, and promissory notes issued, is 
primarily to finance a part of the cost 
of its 1968-69 construction program.

The expenditures for this program 
through July 31, 1969, are estimated at 
$29,395,000. Major items are $10,542,000 
for generation; $10,378,000 for trans­
mission facilities; $7,160,000 for distri­
bution facilities and $1,315,000 for minor 
additions and improvements.

Any person desiring to be heard or to 
make any protest with reference to said 
application should on or before October 
25, 1968, file with the Federal Power 
Commission, Washington, D.C. 20426, 
petitions or protests in accordance with 
the requirements of the Commission’s 
rules of practice and procedure (18 CFR
1.8 or 1.10). The application is on file 
and available for public inspection.

K enneth F. Plumb, 
Acting Secretary.

[F.R. Doc. 68-12302; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket No. CP69-83]
NORTHERN NATURAL GAS CO.

Notice of Application
O ctober 1, 1968.

Take notice that on September 25, 
1968, Northern Natural Gas Co. (Appli­
cant) , 2223 Dodge Street, Omaha, Nebr. 
68102, filed in Docket No. CP69-83 an 
application pursuant to section 7(c) of 
the Natural Gas Act for a certificate of 
public convenience and necessity author­
izing the transportation and sale of nat­
ural gas in interstate commerce to exist­
ing customers, all as more fully set forth 
in the application which is on file with 
the Commission and open to public in­
spection.

The Applicant proposes to provide ad­
ditional contract demand to North Cen­
tral Public Service Corp. (50 Mcf); Min­
nesota Natural Gas Co. (2,000 M cf); and 
Peoples Natural Gas Division (3,650 Mcf) 
to satisfy growth requirements of pres­
ently served communities and to revise 
firm service to certain industrial cus­
tomers.

In total, Applicant proposes to provide 
5,700 Mcf of additional contract demand

per day to existing customers for the 
1968-69 heating season.

In addition, Peoples Division proposes 
to increase firm service from 950 Mcf to 
1,350 Mcf per day to Minnesota Malting 
Co. by utilizing its existing contract de­
mand. Also, Northern States Power Co. 
has requested initial firm service of 408 
Mcf per day for Franklin Manufacturing 
Co., Division of White Consolidated In­
dustries in St. Cloud, Minn. Northern 
States proposes to utilize its existing con­
tract demand for St. Cloud, Minn., to 
provide the firm service to Franklin Man­
ufacturing Co.

The Applicant proposes to utilize the 
remaining 1,728 Mcf per day unallocated 
capacity authorized in Docket No. CP68- 
57 and 3,972 Mcf per day of unallocated 
capacity authorized in Docket No. CP68- 
193 to supply the total increase of 5,700 
Mcf per day proposed herein.

Protests or petitions to intervene may 
be filed with the Federal Power' Com­
mission, Washington, D.C. 20426, in ac­
cordance with the rules of practice and 
procédure (18 CFR 1.8 or 1.10) and the 
regulations under the Natural Gas Act 
(§ 157.10) on or before October 30, 1968.

Take further notice that, pursuant to 
the authority contained in and subject to 
the jurisdiction conferred upon the Fed­
eral Power Commission by sections 7 and 
15 of the Natural Gas Act and the Com­
mission’s rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on this 
application if no protest or petition to 
intervene is filed within the time re­
quired herein, if the Commission on its 
own review of the matter finds that a 
grant of the certificate is required by 
the public convenience and necessity. If 
a protest or petition for leave to intervene 
is timely filed, or if the Commission on 
its own motion 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.

K enneth F. P lumb, 
Acting Secretary.

[F.R. Doc. 68-12303; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket No. G-15371, etc.]
PLACID OIL CO. ET AL.

Order Severing and Terminating 
Proceeding

O ctober 3, 1968.
On August 14, 1968, Placid Oil Co. 

(Placid) filed a motion requesting the 
Commission to sever and terminate the 
above docketed proceeding. This pro­
ceeding concerns a proposed increased 
rate for a sale of natural gas which for­
merly was made to H. L. Hunt in the 
Lucky Field Bienville Parish, La., under 
Placid’s FPC Gas Rate Schedule No. 14
(superseded by FPC Gas Rate Schedule 
No. 26). The increased rate was filed by 
Placid on June 2, 1958, suspended by
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order of the Commission issued July 1, 
1958, in Docket No. G-15371, and placed 
in effect subject to refund on December 
19, 1958.

By order issued February 18, 1967, in 
the Area Rate Proceeding (Other South­
west Area) Docket No. AR67-1, et ah, 37 
FPC 400, the Commission consolidated 
this proceeding therein.

On April 11, 1968, the Commission ap­
proved a rate settlement proposal made 
by Placid in Docket No. G-13531, et al. 
Although the instant proceeding was not 
included in Placid’s proposal, the ap­
proval of the same made effective a rate 
in excess of the rate suspended in this 
proceeding for the same sale of gas for 
a later period. Consequently the motion 
of Placid should be granted.

The Commission finds: It is necessary 
and proper in carrying out the provisions 
of the Natural Gas Act, and the Regula­
tions thereunder, that the proceeding in 
Docket No. G-15371 be terminated, that 
Placid should be relieved of its refund 
obligation in said proceeding, and that 
it be severed from the Area Rate Pro­
ceeding, Docket No. AR67-1.

The Commission orders: The proceed­
ing in Docket No. G-15371 is terminated, 
Placid is relieved of its refund obliga­
tion in said proceeding, and said pro­
ceeding is severed from the Area Rate 
Proceeding, Docket No. AR67-1.

By the Commission.
K enneth F. P lumb, 

Acting Secretary.
[F.R. Doc. 68-12304; Filed, Oct. 9, 1968;

8:45 a.m.]

[Docket No. CP67-168]
SOUTHERN NATURAL GAS CO.

Notice of Petition To Amend
O ctober 2, 1968.

Take notice that on September 24, 
1968, Southern Natural Gas Co. (Peti­
tioner), Post Office Box 2563, Birming­
ham, Ala. 35202, filed in Docket No. 
CP67-168 a petition to amend the order 
issued in said docket on August 31, 1967 
by authorizing the increase in sales and 
deliveries to three of its existing cus­
tomers for the period November 1, 1968 
to October 31, 1969, all as more fully set 
forth in the petition to amend which is 
on file with the Commission and open to 
public inspection.

By the aforementioned order issued 
August 31, 1967, Petitioner was author­
ized to sell and deliver to its customers 
certain contract demands and maximum 
delivery obligations.

By the petition field August 1, 1968, 
Petitioner requested that it be author­
ized, during the period November 1, 1968, 
to October 31, 1969, to deliver increased 
contract demands and maximum deliv­
ery obligations to certain of its cus­
tomers. Two of such customers, Atlanta 
Gas Light Co. (Atlanta) and Chatta­
nooga Gas Co. (Chattanooga), have 
requested further increases in their con­
tract demands to 601,283 Mcf and 45,000 
Mcf per day, respectively, under Peti­
tioner’s Rate Schedule OCD—3, to be

effective during the period November 1, 
1968, to October 31, 1969. Additionally, 
the town of Calera, Ala. (Calera), has 
requested an increase in its contract 
demand, under Rate Schedule OCD-2, to 
1,500 Mcf per day.

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) and the 
regulations under the Natural Gas Act 
(§ 157.10) on or before October 28, 1968.

K enneth F. Plumb, 
Acting Secretary.

[F.R. Doc. 68-12305; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket No. CP,69-82]
TEXAS EASTERN TRANSMISSION 

CORP.
Notice of Application

O ctober 2, 1968.
Take notice that on September 23, 

1968, Texas Eastern Transmission Corp. 
(Applicant), Post Office Box 2521. 
Houston, Tex. 77001, filed in Docket No. 
CP69-82 an application pursuant to sec­
tion 7(c) of the Natural Gas Act for a 
certificate of public convenience and 
necessity authorizing the construction 
and operation of certain natural gas 
transmission facilities and the sale of 
natural gas in interstate commerce for 
resale, all as more fully set forth in the 
application which is on file with the 
Commission and open to public inspec­
tion.

Specifically, Applicant seeks authori­
zation to construct and operate, together 
with appurtenant facilities, the follow­
ing items:

(1) About 300 miles of 36-inch pipe­
line loops.

(2) Additional compressor units con­
sisting of four 18,500 horsepower gas 
turbine compressor units and six 19,800 
horsepower gas turbine compressor units.

(3) Equipment to increase an existing 
gas turbine compressor unit from 5,000 
to 5,500 horsepower at various loca­
tions along Applicant’s pipeline system 
between St. Francisville, La., and Lin­
den, N.J.

Further, Applicant seeks authorization 
to sell and deliver 42,278 Mcf of maxi­
mum daily quantities of natural gas to 
sole supplier customers pursuant to its 
annual firm Gas Rate Schedules. Pur­
suant to its winter service Rate Sched­
ule, Applicant seeks authorization to sell 
and deliver 18,744 Mcf of maximum 
daily quantities of natural gas.

The total estimated cost of the pro­
posed facilities is $177,295,000, which is 
to be financed through the issuance of 
first mortgage pipeline bonds.

Protests or petitions to intervene may 
be filed with the Federal Power Com­
mission, Washington, D.C. 20426, in ac­
cordance with the rules of practice and 
procedure (18 CFR 1.8 or 1.10) and the 
regulations under the Natural Gas Act 
(§ 157.10) on or before October 30, 1968.

Take further notice 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 pro­
cedure, a hearing will be held without 
further notice before the Commission on 
this application if no protest or petition 
to intervene is filed within the time re­
quired herein, if the Commission on its 
own review of the matter finds that a 
grant of the certificate is required by the 
public convenience and necessity. If a 
protest or petition for leave to intervene 
is timely filed, or if the Commission on its 
own motion believes that a formal hear­
ing 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.

K enneth F. P lumb, 
Acting Secretary.

[F.R. Doc. 68-12306; Filed, Oct. 9, 1968;
8:45 a.m.]

[Docket No. CP69-85]
TRANSCONTINENTAL GAS PIPE 

LINE CORP.
Notice of Application

O ctober 2,1*968.
Take notice that on September 26, 

1968, Transcontinental Gas Pipe Line 
Corp. (Applicant), Post Office Box 1396, 
Houston, Tex. 77001, filed in Docket No. 
CP69-85 an application pursuant to sec­
tion 7(c) of the Natural Gas Act for a 
certificate of public convenience and 
necessity authorizing increased natural 
gas transportation service to Tennessee 
Gas Pipeline Co., a division of Tenneco 
Inc. (Tennessee), all as more fully set 
forth in the application which is on file 
with the Commission and open to public 
inspection.

Specifically, Applicant proposes to in­
crease by 15,000 Mcf per day (10,000 Mcf 
of firm pipeline gas and 5,000 Mcf of 
storage gas), to a new total of 70,000 Mcf 
per day, the volumes of firm pipeline 
and storage gas which it is authorized to 
transport for Tennessee under the firm 
transportation agreement between the 
two companies dated November 25, 1955, 
designated as Rate Schedule X-15 to Ap­
plicant’s presently effective FPC Gas 
Tariff, Original Volume No. 2. Under this 
rate schedule, Applicant receives trans­
portation volumes from Tennessee at 
Rivervale, N.J., and makes deliveries at 
various delivery points to Public Service 
Electric and Gas Co., primarily at Emer­
son and Paramus, N.J.

The Applicant states that no new 
facilities are proposed.

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 j>r 1.10) and the 
regulations under the Natural Gas Act 
(§ 157.10) on or before October 30,1968.
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Take further notice that, pursuant to 
the authority contained in and subject to 
thé jurisdiction conferred upon the Fed­
eral-Power Commission by sections 7 and 
15 o f thé Natural Gas Act and the Com­
mission’s rules of practice and procedure, 
a hearing will be held without further 
notice before the Commission on this 
application if no protest or petition to 
intervene is filed within the time required 
herein, if the Commission on its own re­
view of the matter finds that a grant of 
the certificate is required by the public 
convenience and necessity. If a protest 
or petition for leave to intervene is timely 
filed, or if the Commission on its own 
motion 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.

K enneth F. Plumb, 
Acting Secretary.

[F.R. Doc. 68-12307; Piled, Oct. 9, 1968;
8:45 a.m.]

INTERAGENCY TEXTILE 
ADMINISTRATIVE COMMITTEE

CERTAIN COTTON TEXTILES AND 
snÆOTTON TEXTILE PRODUCTS PRO­

DUCED OR MANUFACTURED IN 
THE REPUBLIC OF KOREA

Levels of Restraint
O ctober 4, 1968.

On January 11, 1968, there was pub­
lished in the Federal R egister (33 F.R. 
430) a letter dated December 27, 1967, 
from the Chairman of the President’s 
Cabinet Textile Advisory Committee to 
the Commissioner of Customs, establish­
ing levels of restraint applicable to cer­
tain specified categories of cotton tex­
tiles and cotton textile products, pro­
duced or manufactured in the Republic 
of Korea and exported to the United 
States during the 12-month period be­
ginning January 1, 1968. As set forth in 
that letter, the levels of restraint are 
subject to adjustment pursuant to that 
provision of the-bilateral cotton textile 
agreement of December 11,1967, between 
the Governments of the United States 
and the Republic of Korea, which pro­
vides that within the aggregate and ap­
plicable group limits, limits on certain 
categories may be exceeded by not more 
than five (5) percent. The aforemen­
tioned letter also provided that any such 
adjustment in the levels of restraint 
would be made to the Commissioner of 
Customs by letter from the Chairman of 
the Interagency Textile Administrative 
Committee.

Accordingly, there is published below 
a letter of October 4, 1968, from the 
Chairpian of the Interagency Textile 
Administrative Committee to the Com­
missioner of Customs increasing the level

NOTICES

of restraint applicable to cotton textile 
products in Category 49, at the request 
of the Government of the Republic of 
Korea and pursuant to the provisions of 
the bilateral agreement referred to above, 
for the 12-month period which began on 
January 1,1968.

Stanley Nehmer, 
Chairman, Interagency Textile 

Administrative Committee, 
and Deputy Assistant Secre­
tary for Resources.

Assistant Secretary op Commerce
Interagency Textile Administrative 

Committee
Commissioner of Customs,
Department of the Treasury,
Washington, D.C. 20226.

O c t o b e r  4 ,  1 9 6 8 .
Dear Mr. Commissioner: On December 27, 

1967, the Chairman of the President’s Cabinet 
Textile Advisory Committee, directed you to 
prohibit entry of cotton textiles and cotton 
textile products in certain specified cate­
gories, produced or manufactured in the 
Republic of Korea, and exported to the United 
States on or after January 1, 1968, in excess 
of the designated levels of restraint. The 
Chairman further advised you that in the 
event that there were any adjustments 1 in 
the levels of restraint you would be so in­
formed by letter from the Chairman 
of the Interagency Textile Administrative 
Committee.

Under the terms of the Long-Term Ar­
rangement Regarding International Trade 
in Cotton Textiles done at Geneva on Febru­
ary 9, 1962, pursuant to paragraph seven (7) 
of the bilateral cotton textile agreement of 
December 11, 1967, between the Governments 
of the United States and the Republic of 
Korea, in accordance with the procedures 
outlined in Executive Order 11052 of Sep­
tember 28, 1962, as amended by Executive 
Order 11214 of April 7, 1965, and under the 
terms of the aforementioned directive of 
December 27, 1967, the level of restraint pro­
vided in that directive for cotton textile 
products in Category 49, produced or manu­
factured in the Republic of Korea and ex­
ported to the United States during the period 
beginning January 1, 1968, and extending 
through December 31, 1968, is hereby
amended, to be effective as soon as possible, 
as follows:

Amended Level of
Category 12-month restraint
4 9 ---------- ----------------------------dozen. _ 27, 563

The actions taken with respect to the Gov­
ernment of the Republic of Korea and with 
respect to imports of cotton textiles and cot­
ton textile products from the Republic of 
Korea have been determined by the Presi­
dent’s Cabinet Textile Advisory Committee 
to involve foreign affairs functions of the 
United States. Therefore, the directions to 
the Commissioner of Customs being necessary 
to the implementation of such actions, fall 
within the foreign affairs exception to the 
notice provisions of 5 U.S.C. 553 (Supp. II,.

1The term "adjustments” refers to those 
provisions of the bilateral cotton textile 
agreement of Dec. 11, 1967, between the 
Governments of the United States and the 
Republic of Korea which provide in part 
that within the aggregate and applicable 
group limits, limits on certain categories may 
be exceeded by not more than five (5) per­
cent; for the limited carryover of short falls 
in certain categories to the next agreement 
year; and for administrative arrangements.

15139

1965-66). This letter will be published in 
the Federal Register.

Sincerely yours,
Stanley Nehmer,

Chairman, Interagency Textile Ad­
ministrative Committee, and Dep­
uty Assistant Secretary for 
Resources.

[F.R. Doc. 68-12334; Filed, Oct. 9, 1968;
8:48 a.m.]

OFFICE OF ECONOMIC 
OPPORTUNITY

SECRETARY OF LABOR 
Delegation of Authorities

1. The Delegation of Authorities dated 
March 10, 1967, and approved by the 
President March 14, 1967 (32 F.R. 4588) 
is hereby rescinded.

2. Pursuant to section 602(d) of the 
Economic Opportunity Act, the powers 
of the Director under Title I, Part B 
(Work and Training for Youth and 
Adults) of the Economic Opportunity 

‘ Act are hereby delegated to the Secretary 
of Labor except for reservations speci­
fied in this delegation. The powers of 
the Director under sections 602, 603, 604, 
and 611 of the Economic' Opportunity 
Act are also delegated to the Secretary

.of Labor to the extent he deems neces­
sary or appropriate for carrying out his 
functions in exercising his powers under 
Title I, Part B. All powers hereby dele­
gated shall be exercised in accordance 
with the following paragraphs.

3. The Director will retain and exer­
cise the following authority under Title 
I-B:

(a) Concurrent authority under sec­
tion 123 as needed for the purpose of as­
sisting projects of the type known as 
Foster Grandparents Programs;

(b) Concurrent authority under sec­
tion 127 as needed for the purpose of 
assisting pilot projects;

(c) Sole authority to establish, in con­
sultation with the Commissioner for So­
cial Security, the criteria for low income 
under section 125; and

(d) Such other authority as is needed 
to carry out his responsibilities under the 
act, including authority to conduct 
overall planning^programing and budg­
eting operations and controls and to 
evaluate overall program effectiveness 
and to assess program impact and to 
perform program monitoring functions 
as needed.

4. The delegated powers shall be ad­
ministered by a single staff within the 
Department of Labor. They may be re­
delegated by the Secretary with or with­
out authority for further redelegation.

5. In communities served by commu­
nity action agencies, the community ac­
tion agency shall be the prime sponsor 
for all work-training projects. Excep­
tions to this policy may be made for com­
pelling program reasons after consulta­
tion between the staffs of the Office of
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Economie Opportunity and the Depart­
ment of Labor. Disagreements shall Toe 
resolved jointly by the Director and the 
Secretary.

6. In communities served by commu­
nity action agencies, project participants 
shall be selected by the community ac­
tion agency or its delegate agencies, or 
pursuant to cooperative arrangements 
between the community action agency 
and the U.S. Employment Service.

7. In addition, the delegated powers 
shall be exercised pursuant to such mem­
oranda of agreement as have been or 
shall be agreed to between the agencies. 
Agreements shall be concluded defining 
the nature and objectives of the pro­
grams, criteria for program evaluation, 
and other policy matters of fundamental 
importance. Where OEO reserves pow­
ers of concurrence in the development of 
more detailed policies or in the applica­
tion of policies in specific cases under 
such agreements, arrangements will be 
made for promptly resolving any ques­
tions that may arise before any final 
action is taken by the Secretary.

8. All operating information, evalua­
tion reports, and other data concerning 
the programs administered under, the 
delegated powers shall be freely ex­
changed between the Director and the 
Secretary pursuant to section 602(d) of 
the Act.

B ertrand M. H arding,
Acting Director,

Office of Economic Opportunity. '
August 2, 1968.
Approved: October 2, 1968.

Lyndon B. Johnson,
President of the United States.

[F.R. Doc. 68-12317; Filed, Oct. 9, 1968;
8:46 a.m.]

SECURITIES AND EXCHANGE 
COMMISSION
[File No. 1-3909]

BSF CO.
Order Suspending Trading

O ctober 4, 1968.
The capital stock (66% cents par 

value) and the 5% percent convertible 
subordinated debentures due 1969 of 
BSP Co. being listed and registered on 
the American Stock Exchange, and such 
capital stock being listed and registered 
on the Philadelphia-Baltimore-Wash- 
lngton Stock Exchange pursuant to pro­
visions of the Securities Exchange Act of 
1934; and all other securities of BSP Co. 
being traded otherwise than on a na­
tional securities exchange; and 

¡It appearing to the Securities and Ex­
change Commission that the summary1, 
suspension of trading in such securities 
on such exchanges and otherwise than 
on a national securities exchange is re­
quired in the public Interest and for the 
protection of investors:

NOTICES

It is ordered» Pursuant to sections 15
(c) (5) and 19(a) (4) of the Securities 
Exchange Act of 1934, that trading in the 
said capital stock on such exchanges and 
in the debentures on the American Stock 
Exchange, and trading otherwise than 
on a national securities exchange be 
summarily suspended, this order to be 
effective for the period October 7, 1968, 
through October 16, 1968, both dates 
inclusive.

By the Commission.
[seal] Orval L. DuB ois,

! Secretary.
[F.R. Doc. 68-12327; Filed, Oct. 9, 1968;

8:47 ajn.]

[File No. 1-3468]
MOUNTAIN STATES DEVELOPMENT 

CO.
Order Suspending Trading

O ctober 4, 1968.
The common stock, 1-cent par value, 

of Mountain States Development Co. 
being listed and registered on the Salt 
Lake Stock Exchange pursuant to pro­
visions of the Securities Exchange Act 
of 1934 and all other securities of Moun­
tain States Development Co. being traded 
otherwise than on a national securities 
exchange; and

It appearing to the Securities and Ex­
change Commission that the summary 
suspension of trading in such securities 
on such Exchange and otherwise than on 
a national securities exchange is required 
in the public interest and for the protec- 
tidn of investors:

It is ordered, Pursuant to sections 15
(c) (5) and 19(a) (4) of the Securities 
Exchange Act of 1934, that trading in 
such securities on the Salt Lake Stock 
Exchange and otherwise than on a na­
tional securities exchange be summarily 
suspended, this order to be effective for 
the period October 7, 1968, through 
October 16, 1968, both dates inclusive;

By the Commission.
[ seal] O rville L. DuBois,

Secretary.
[F.R. Doc. 68-12328; Filed, Oct. 9, 1968;

8:47 a.m.]

[81-26]
PANAMA POWER & LIGHT CO.

Notice of Application and 
Opportunity for Hearing

O ctober 3, 1968.
Notice is hereby given that Panama 

Power & Light Co., c /o  Ebasco Interna­
tional Corp., 2 Rector Street, New York, 
N.Y. 10006, a Florida corporation .has 
filed an application pursuant to section 
12(h) of the Securities Exchange Act of 
1934, as amended (“Act” ) , for an order 
of the Commission exempting the com­
pany from the requirements of section 
12(g) of the Act.

Section 12(h) of the Act authorizes 
the Commission upon application, by 
order, after notice and opportunity for 
hearing, to exempt in whole or in part 
any issuer or class of issuers from the 
registration, periodic reporting and proxy 
solicitation provisions and to grant ex­
emptions from the insider reporting and 
trading provisions of the Act upon such 
terms and for such period as it deems 
necessary or appropriate, if the Commis­
sion finds, by reason of the number, of 
public investors, amount of trading inter­
est in the securities, the nature and 
extent of the activities of the issuer, 
income or assets of the issuer, or other­
wise, that such action is not inconsistent 
with the public interest or the protection 
of investors.

The applicant is a corporation orga­
nized under the laws of Florida in 1927. 
Its business is that of providing electric, 
gas and telephone service in Panama. 
Its operations are conductedjexclusively 
in Panama though it has an arrange­
ment for electric power interchanges, 
during peak periods, with the Panama 
Canal Zone.

The application states that as of May 
1968 there were 1,370 preferred share­
holders and 675 common shareholders 
of applicant. Of these shareholders, 155 
preferred shareholders owning an aggre­
gate of 12,757 shares, and 52 common 
shareholders, holding 2,943 shares, re­
sided in the United States and the Canal 
Zone. Eighty-nine percent of the appli­
cant’s 472,209 outstanding shares, of 
common stock are owned by Ebasco In­
dustries, Inc. (formerly Electric Bond 
and Share Company and American and 
Foreign Power Company) a New York 
corporation. The transfer records of Pan­
ama Power & Light indicate that, for the 
year ended December-31,1967 there were 
133 transfers involving 2,539 preferred 
shares, 27 of which transfers involved 
United States or Canal Zone parties, and 
113 transfers involving 3,168 common 
shares, 5 of which transfers involved 
United States or Canal Zone parties.

Certain inf ormation regarding the op­
eration and properties of applicant ap­
pears in reports and filings made with 
the Commission by Ebasco Industries Inc. 
its parent, and financial information per­
taining to Panama is included in the con­
solidated financial statements of the 
parent.

For a more detailed statement of the 
matters of fact and law asserted, all per­
sons are referred to said application 
which is on file in the offices of the Com­
mission at 500 North Capitol Street NW., 
Washington, D.C.

Notice is further given that any inter­
ested person may, not later than October 
25,1968, 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 application 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: Secretary, 
Securities and Exchange Commission,
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Washington, D.C. 20549. At any tune 
after said date, the Commission may 
issue an order granting the applications, 
upon / such terms and conditions as the 
Commission may deem necessary or ap­
propriate in the public interest of in­
vestors, unless a hearing is ordered by the 
Commission.

By the Commission.
[seal] Orval L.’ DuBois,

Secretary. .
[F.R. Doc. 68-12329; Filed, Oct. 9, 1968;

8:47 a.m.]

PARAMOUNT GENERAL CORP.
Order Suspending Trading

O ctober 4, 1968.
It appearing to the Securities and Ex­

change Commission that the summary 
suspension of trading in the cofrimon 
stock of Paramount General Corp., Los 
Angeles, Calif., and all other securities of 
Paramount General Corp. being traded 
otherwise than on a national securities 
exchange is required in the public inter­
est and for the protection of investors:

It is ordered, Pursuant to section 15
(c) (5) of the Securities Exchange Act of 
1934, that trading in such securities 
otherwise than on a national securities 
exchange be summarily suspended, this 
order to be effective for the period Octo­
ber 5, 1968, through October 14, 1968, 
both dates inclusive.

By the Commission.
[seal] O rval L. D uBois,

Secretary.
[F.R. Doc. 68-12330; Filed, Oct. 9, 1968;

8:47 a.m.]

STANWOOD OIL CORP.
Order Suspending Trading

O ctober 4, 1968.
It appearing to the Securities and Ex­

change Commission that the s u m m a r y  
suspension of trading in the common 
stock of Stanwood Oil Corp., Warren, 
Pa., being traded otherwise than on a 
national securities exchange is required 
in the public interest and for the protec­
tion of investors :

It is ordered, Pursuant to section 15 
(0(5) of the Securities Exchange Act 
of 1934, that trading in such securities 
otherwise than on a national securities 
exchange be summarily suspended, this 
order to be effective for the period Octo­
ber 6, 1968, through October 15, 1968, 
both dates inclusive.

By the Commission. !
[seal] O rval L. DuB ois,

Secretary.
[F.R. Doc. 68-12331; piled, Oct. 9, 1968;

8:47 ajn.]

SMALL BUSINESS 
ADMINISTRATION

[Delegation of Authority 30 (New York), 
Arndt. 1]

BRANCH MANAGER, BUFFALO, N.Y.
Delegation of Authority To Conduct

Program Activities in New York
Area
Pursuant to the authority delegated 

to the area administrators by Delegation 
of Authority No. 30 (Revision 12), 32 F.R. 
179, Amendment 1, 32 F.R. 8113, and 
Amendment 2, 33 F.R. 8793, Delegation 
of Authority No. 30, New York Area, 33
F.R. 10673, is hereby amended by revis­
ing Item III to read as follows:

III. Branch Manager—Buffalo, N.Y. 
1. To approve or decline business and 
disaster direct loans not in excess of 
$50,000 and participation loans not in 
excess of $50,000 (SBA share).

2. To approve or decline economic op­
portunity loans not in excess of $25,000 
(SBA share).

3. To close and disburse approved 
business, economic opportunity and dis­
aster loans.

4. To enter into business, economic op­
portunity and disaster loan participation 
agreements with banks.

5. To execute loan authorization for 
Central Office, area, and regional ap­
proved loans and loans approved under 
delegated authority, said execution to 
read as follows:

(Name), Administrator,
By — -------------------------------------

(Name)
(Title of person signing)

6. To cancel, reinstate, modify, and 
amend authorizations for business, eco­
nomic opportunity and disaster loans.

7. To extend the disbursement period 
on all loan authorizations or undis­
bursed portions of loans.

8. To approve, when requested, in ad­
vance of disbursement, conformed copies 
of notes* and other closing documents; 
and certify to the participating bank 
that such documents are in compliance 
with the participation authorization.

9. To approve service charges by par­
ticipating banks not to exceed 2 percent 
per annum on the outstanding balance 
on construction loans and loans involv­
ing accounts receivable and inventory 
financing.

10. To take all necessary actions iir 
connection with the administration, 
servicing, and collection, other than 
those accounts classified as “ in liquida­
tion” ; and to do and to perform and to 
assent to the doing and performance 
of, all and every act and thing requisite 
and proper to effectuate the granted 
powers, including without limiting the 
generality of the foregoing:

a. The assignment, endorsement, 
transfer and delivery (but in all cases 
without representation, recourse, or 
warranty) of notes, claims, bonds, de­
bentures, mortgages, deeds of trust, con­
tracts, patents, and applications there­

for, licenses, certificates of stock and of 
deposit, and any other liens, powers, 
rights, charges on and interest in or to 
property of any kind, legal and equitable, 
now or hereafter held by the Small Busi­
ness Administration or its Administrator.

b. The execution and delivery of con­
tracts of sale or of lease or sublease, quit­
claim, bargain and sale of special war­
ranty deeds,¿bills of sale, leases, subleases, 
assignments, subordinations, releases (in 
whole or in part) of liens, satisfaction 
pieces, affidavits, proofs of claim in bank­
ruptcy or other estates and such other 
instruments in writing as may be appro­
priate and necessary to effectuate the 
foregoing.

c. The approval of bank applications 
for use of liquidity privileges under the 
loan guaranty plan.

d. Except: (1) To compromise or sell 
any primary obligation or other evidence 
of indebtedness owed to the Agency for 
a sum less than the total amount due 
thereon; and (2) to deny liability of the 
Small Business Administration under the 
terms of a participation or guaranty 
agreement or the assertion of a claim 
for recovery from a participating bank 
under any alleged violation of a partici­
pation or guaranty agreement.

11. Size determinations for financial 
assistance only. To make initial size de­
terminations in all cases within the 
meaning of the Small Business Size 
Standards Regulations, as amended, ex­
cept sections 501 and 502 loans, and 
further, to make product classification 
decisions for financial assistance pur­
poses only. Product classification deci­
sions for procurement purposes are made 
by contracting officersr

12. Eligibility determinations for fi­
nancial assistance only. To determine 
eligibility of applicants for assistance un­
der any program of the Agency, except 
sections 501 and 502 loans, in accordance 
with Small Business Administration 
standards and policies. No authority is 
hereby delegated to declare the nonappli­
cability of eligibility limitation to a com­
munity emergency as set forth in § 120.2
(e) of SBA Loan Policy Regulations.

Effective date: August 1, 1968.
Andrew J. Semon,

Acting Area Administrator,
New York Area.

[F.R. Doc. 68-12336; Filed, Oct. 9, 1968;
8:48 a.m.]

INTERSTATE COMMERCE 
COMMISSION

[Notice 1226]
MOTOR CARRIER, BROKER, WATER

CARRIER, AND FREIGHT FOR­
WARDER APPLICATIONS

October 4,1968.
The following applications are gov­

erned by special rule 1.2471 of the Com-
1 Copies of special rule 1.247 (as amended) 

can be obtained by writing to the Secretary, 
interstate Commerce Commission, Washing­
ton, D.C. 20423.
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mission’s general rules -of practice 
(49 CFR, as amended), published in the 
F ederal R egister issue of April 20, 1966, 
effective May 20, 1966. These rules 
provide, among other things, that a 
protest to the granting of an applica­
tion must be filed with the Commis­
sion within 30 days after date of notice 
of filing of the application is published 
in the F ederal R egister. Failure season­
ably to file a protest will be construed 
as a waiver of opposition and participa­
tion in the proceeding. A protest under 
these rules should comply with §1.247
(d) (3) of the rules of practice which 
requires that it set forth specifically the 
grounds upon which.it is made, contain 
a detailed statement of protestant’s in­
terest in the proceeding (including a 
copy of the specific portions of its au­
thority which protestant believes to be in 
conflict with that sought in the applica­
tion, and describing in detail the 
method—whether by joinder, interline, 
or other means—by which protestant 
would use such authority to provide all 
or part of the service proposed), and 
shall specify with particularity the facts, 
matters, and things relied upon, but 
shall not include issues or allegations 
phrased generally. Protests not in rea­
sonable compliance with the require­
ments of the rules maye be rejected. The 
original and one copy of the protest 
shall be filed with the Commission, and 
a copy shall be served concurrently upon 
applicant’s representative, or applicant 
if no representative is named. If the pro­
test includes a request for oral hearing, 
such requests shall meet the require­
ments of § 1.247(d) (4) of the special 
rules, and shall include the certification 
required therein.

Section 1.247(f) of the Commission’s 
rules of practice further provides that 
each applicant shall, if protests to its 
application have been filed, and within 
60 days of the date of this publication, 
notify the Commission in writing (1) that 
it is ready to proceed and prosecute the 
application, or (2) that it wishes to with­
draw the application, failure in which 
the application will be dismissed by the 
Commission.

Further processing steps (whether 
modified procedure, oral hearing, or other 
procedures) will be determined generally 
in accordance with the Commission’s 
General Policy Statement Concerning 
Motor Carrier Licensing Procedures, pub­
lished in the F ederal R egister issue of 
May 3, 1966. This assignment will be by 
Commission order which will be served 
on each party of record.

The publications hereinafter set forth 
reflect the scope of the applications as 
filed by applicants, and may include de­
scriptions, restrictions, or limitations 
which axe not in a form acceptable to the 
Commission. Authority which ultimately 
may be granted as a result of the applica­
tions here noticed will pot necessarily 
reflect the phraseology set forth in the 
application as filed, but also will elimi­

nate any restrictions which -are not ac­
ceptable to the Commission.

No. MC 263 (Sub-No. 186), filed Sep­
tember 16, 1968. Applicant: GARRETT 
FREIGHTLINES, INC., 2055 Garrett 
Way, Pocatello, Idaho 83201. Applicant’s 
representative: Maurice H. Greene, 
334 First Security Bank Building, Boise, 
Idaho 83701. Authority .sought to op­
erate as a common carrier, by motor 
vehicle, over regular routes, trans­
porting: General commodities (except 
household goods as defined by the 
Commission, commodities of unusual 
value, commodities in bulk, commodities 
requiring special equipment, and those 
injurious or contaminating to other lad­
ing), serving that portion of Weber 
County, Utah, lying north of the Weber 
River and west of Utah Highway 84 as 
off-route points in connection with appli­
cant’s authorized regular route author­
ity between Brigham City and Salt Lake 
City, Utah, over U.S. Highway 91. Note: 
Common control may be involved. If a 
hearing is deemed necessary, applicant 
requests it be held at Salt Lake City, 
Utah.

No. MC 263 (Sub-No. 187) , filed Sep­
tember 16, 1968. Applicant: GARRETT 
FREIGHTLINES, INC., 2055 Garrett 
Way, Pocatello, Idaho 83201. Applicant’s 
representative: Maurice H. Greene, Post 
Office Box 1554, Boise, Idaho 83701. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over regular 
and irregular routes, transporting: (1) 
General commodities (except livestock, 
household goods as defined by the Com­
mission, commodities in bulk, and those 
requiring special equipment). Regular 
routes: serving the Fort Saint Vrain Nu­
clear Generating Station Site, near 
Platteville, Colo., as an off-route point 
in connection with carrier’s otherwise au­
thorized regular route operations, and 
(2) source, special nuclear, and byprod­
uct materials, radioactive materials, re­
lated reactor equipment, component 
parts, associated materials and radioac­
tive material containers. Irregular routes: 
Between the Foî t Saint Vrain, Colo., Nu­
clear Generating Station Site on the one 
hand, and, on the other, the National 
Reactor Testing Station near Idaho Falls, 
Idaho, and San Diego, Calif. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Denver, Colo., or 
Los Angeles, Calif.

No. MC 2229 (Sub-No. 146) (Correc­
tion) , filed August 19, 1968, published in 
the F ederal R egister issue of Septem­
ber 6,1968, corrected September 24,1968, 
and republished as corrected this is­
sue. Applicant: RED BALL MOTOR 
FREIGHT, INC., 3177 Irving Boulevard, 
Post Office Box 47407, Dallas, Tex. 75247. 
'Applicant's representative: Jerry Prest- 
ridge, Post Office Box 1148, Austin, Tex. 
78767. Authority sought to operate as a 
common carrier, by motor vehicle, over 
regular routes, transporting: General 
commodities (except classes A and B ex­
plosives, commodities in bulk, household 
goods as defined by the Commission, and 
commodities requiring special equip­
ment), between Fort Smith, Ark,, and 
Shreveport, La., as an alternate route for 
operating convenience only, from Fort

Smith, Ark., over U.S. Highway 71 to 
Shreveport, La., and return over the same 
route, serving no intermediate points, but 
serving Texarkana, Tex., for purpose of 
joinder only in connection with carrier’s 
authorized regular route operations. Re­
striction: The alternate route sought 
herein to be restricted against use in 
transporting shipments between Fort 
Smith, Ark., and Dallas and Fort Worth, 
Tex. Note: The purpose of this republi­
cation is to Include the line “ (except 
classes A and B explosives, commodities”, 
in the commodity description, which was 
erroneously omitted in previous publica­
tion. If a hearing is deemed necessary, 
applicant requests it be held at Dallas 
or Fort Worth, Tex.

No. MC 2392 (Sub-No. 68), filed Sep­
tember 17, 1968. Applicant: WHEELER 
TRANSPORT SERVICE, INC., ^ Post 
Office Box 14248, West Omaha Sta­
tion, Omaha, Nebr. 68114. Applicant’s 
representative: L. W. Richling (same 
address as above) and J. William -Cain, 
Jr., Madison Building 1155 15th Street 
NW., Washington, D.C. 20005. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Anhydrous ammonia, in 
bulk, in tank vehicles; fertilizer and fer­
tilizer materials, liquid or dry, in bags 
or in bulk, from the plantsite of Sinclair 
Petrochemicals, Inc., at or near . Fort 
Madison, Iowa, to points in Arkansas, 
Illinois, Indiana, Kansas, Kentucky, 
Michigan, Minnesota, Missouri, Nebras­
ka, North Dakota, Ohio, South Dakota, 
Tennessee, and Wisconsin. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Chicago, 111.

No. MC 2860 (Sub-No. 39), filed 
September 19, 1968. Applicant: NA­
TIONAL FREIGHT, INC., 57 West Park 
Avenue, Vineland, N.J. 08360. Applicant’s 
representative: Alvin Altman, 1776 
Broadway, New York, N.Y. 10019. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Petroleum and 
petroleum products, except commodities 
in bulk, and advertising materials, from 
points in Venango County, Pa., to points 
in Connecticut, Maine, Massachusetts, 
New Hampshire, New Jersey, New York, 
Rhode Island, and Vermont. Note.: If a 
hearing is deemed necessary, applicant 
requests it be held at New York, N.Y., 
Washington, D.C., or Philadelphia, Pa.

No. MC 2860 (Sub-No. 40), filed 
September 19, 1968. Applicant: NA­
TIONAL FREIGHT, INC., 57 West Park 
Avenue, Vineland, N.J. 08360. Appli­
cant’s representative: Alvin Altman, 
1776 Broadway, New York, N.Y. 10019. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over ir­
regular routes, transporting: Roofing, 
insulating and building materials, ex­
cept commodities in bulk, wallboards, 
and equipment, supplies and materials, 
except commodities in bulk, used in the 
installation of the foregoing commodi­
ties, between Carteret and Edgewater, 
N.J., and Philadelphia', Pa., on the one 
hand, and on the other, points in Ala-' 
bama, Florida, Georgia, and South Caro­
lina. Note: If a hearing is deemed nec­
essary, applicant requests it be held at
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New York, N.Y., Philadelphia, Pa., or 
Washington, D.C.

No. MC 13893 (Sub-No. 12), filed Sep­
tember 19,1968. Applicant: J. W. WARD 
TRANSFER, INC., Highway 13 East, 
Murphysboro, 111. 62966. Applicant’s rep­
resentative: R. W. Burgess, 8514 Midland 
Boulevard, St. Louis, Mo. 63114. Author­
ity sought to operate as a common car­
rier, by motor vehicle, over irregular 
routes, transporting: (1) Paper and pulp 
making machinery requiring the use of 
special equipment, and (2) parts and re­
lated articles when moving on the same 
vehicle with paper and pulp making ma­
chinery in the same shipment, between 
the facilities of the West Virginia Pulp 
& Paper Co. at or near Wickliffe, Ky., on 
the one hand, and, on the other, points 
in New York, New Jersey, Maryland, 
Pennsylvania, Massachusetts, Ohio, Con­
necticut, and Wisconsin. Note: If a hear­
ing is deemed necessary, applicant re­
quests it be held at St. Louis, Mo., or 
Springfield, HI.

No. MC 16513 (Sub-No. 3), filed Sep­
tember 18, 1968. Applicant: REISCH 
TRUCKING & TRANSPORTATION CO., 
INC., 819 Union Avenue, Pennsauken, 
N.J. 08110. Applicant’s representative: 
Francis W. Mclnerny, 1000 16th Street 
NW., Washington, D.C. 20036. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Glass containers, clo­
sures; caps, paper boxes or partitions, 
and (2) refused, rejected or returned 
shipments on return, between Salem, 
N.J., and Wilmington, Del. Note: Appli­
cant states it intends to join at Wil­
mington, Del., on traffic moving to or 
from Binghamton and Horseheads, N.Y. 
If a hearing is deemed necessary, appli­
cant requests it be held at Washington, 
D.C.

No. MC 23441 (Sub-No. 6), filed Sep­
tember 26, 1968. Applicant: L A Y
TRUCKING COMPANY, INC., 1312 Lake 
Street, La Porte, Ind. 46350. Applicant’s 
representative: Donald W. Smith, 900 
Circle Tower, Indianapolis, Ind. 46204. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over 
irregular routes, transporting: (1) Trac­
tors, (2) power mowers and hand mow­
ers, and (3) parts, attachments and ac­
cessories for the commodities, named in 
(1) and (2), from South Bend, Ind., to 
points in Colorado, Connecticut, Georgia, 
Illinois, Indiana, Iowa, Kentucky, Mary­
land, Massachusetts, Michigan, Minne­
sota, Missouri, New Jersey, New York, 
North Carolina, North Dakota, Ohio, 
Pennsylvania, South Dakota, Texas, 
Tennessee, Virginia, South Carolina, 
West Virginia, Wisconsin, and Washing­
ton, D.C. Note: If a hearing is deemed 
necessary, applicant requests it be held 
at Chicago, 111., or Washington, D.C., 
or Indianapolis, Ind.

No. MC 30844 (Sub-No. 261), filed 
September 26, 1968. Applicant: KROB- 
LIN REFRIGERATED, XPRESS, INC., 
2125 Commercial, Waterloo, Iowa 50704. 
Applicant’s representative: Truman A. 
Stockton, Jr., The 1650 Grant Street 
Building, Denver, Colo. 80202. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes,

transporting: Foodstuffs, other than 
frozen, from Aspers, Pa., to points in 
Arkansas, Kansas, Louisiana, Oklahoma, 
and Texas. Note: If a hearing is deemed 
necessary, applicant requests it be held 
at Washington, D.C., or Waterloo, Iowa.

No. MC 36889 (Sub-No. 8), filed 
September 24,1968. Applicant: C. RICK­
ARD & SONS, INC., 20 Atlantic Street, 
Bridgeport, Conn. 06604. Applicant’s rep­
resentative: William D. Traub, 10 East 
40th Street, New York, N.Y. 10016. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Petroleum and pe­
troleum products, except commodities in 
bulk, and advertising materials, from 
points in Venango County, Pa., to points 
in Connecticut, Massachusetts, Maine, 
New Hampshire, New Jersey, New York, 
Rhode Island, and Vermont. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at New York, N.Y., or 
Washington, D.C.

No. MC 41116 (Sub-No. 37), filed 
September 16, 1968. Applicant: FOGLE- 
MAN TRUCK LINE, INC., Post Office 
Box 1504, Crowley, La. 70526. Applicant’s 
representative: Austin L. Hatchell, 1102 
Perry Brooks Building, Austin, Tex. 
78701. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Pulp- 
board, in rolls, from Pineville, La., to Lake 
Charles, La., for subsequent movement 
in foreign commerce, under contract with 
Pineville Kraft Corp. Note: Applicant 
holds common carrier authority under 
Docket No. MC 123993 and subs, there­
fore, dual operations may be involved. If 
a hearing is deemed necessary, applicant 
requests it be held at New Orleans or 
Baton Rouge, La.

No. MC 42487 (Sub-No. 701), filed 
September 22, 1968. Applicant: CON­
SOLIDATED FREIGHTWAYS CORPO­
RATION OF DELAWARE, 175 Linfield 
Drive, Menlo Park, Calif. 94025. Appli­
cant’s representative: A. John Warren, 
Post Office Box 3062, Portland, Oreg. 
97208. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Urea and 
dry fertilizer, in bulk and in sacks, from 
Portland, Oreg., to points in Washington 
west of U.S. Highway 97. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Portland, Oreg., or 
Seattle, Wash. ,

No. MC 42487 (Sub-No. 702), filed 
September 23, 1968. Applicant: CON­
SOLIDATED FREIGHTWAYS COR­
PORATION OF DELAWARE, 175 
Linfield Drive, Menlo Park, Calif. .94025. 
Applicant’s representative: V. R. Olden­
burg, Post Office Box 5138, Chicago, 111. 
60680. Authority sought to operate as a 
common carrier, by motor vehicle, over 
regular routes, transporting: General 
commodities (except those requiring 
armored vehicles or armed guards, 
classes A and B explosives, livestock, 
household goods as defined by the Com­
mission, commodities in bulk, and those 
requiring special equipment), serving 
the plant and warehouse sites of Essex 
Wire Corp. located in Indiana, on U.S. 
Highway 30, approximately 9 miles west 
of the interchange of Interstate High­

way 69 and U.S. Highway 30, as an inter­
mediate point in connection with appli­
cant’s presently authorized regular- 
route operations over U.S. Highway 30. 
Note: Common control may be in­
volved. If a hearing is deemed necessary, 
applicant requests it be held at Chicago, 
Hi.

No. MC 50069 (Sub-No. 408), filed 
September 12, 1968. Applicant: RE­
FINERS TRANSPORT & TERMINAL 
CORPORATION, 445 Earlwood, Oregon, 
Ohio 43616. Applicant’s representative: 
Robert H. Levy, 29 South La Salle Street, 
Chicago, HI. 60603. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Liquid adhesives, in bulk, in tank 
vehicles, from Palatine, 111., to points in 
Colorado, minois, Indiana, Iowa, Michi­
gan, Minnesota, Kentucky, Ohio, Mis­
souri, Pennsylvania, and Wisconsin. 
Note: Common control and dual opera­
tion may be involved. If a hearing is 
deemed necessary, applicant requests it 
be held at Chicago, HI.

No. MC 50069 (Sub-No. 409), filed 
September 20, 1968. Applicant: RE­
FINERS TRANSPORT & TERMINAL 
CORPORATION, 445 Earlwood, Oregon, 
Ohio 43616. Applicant’s representative: 
Robert H. Levy, 29 South La Salle Street, 
Chicago, HI. 60603. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing : Lubricating oils and greases, in bulk, 
in tank vehicles, from Woodhaven, 
Mich., to Ashland, Ky., and points in 
Pennsylvania. Note: Common control 
and dual operations may be involved. If 
a hearing is deemed necessary, appli­
cant requests it be held at Chicago, HI.

No. MC 51146 (Sub-No. 107), filed 
September 23,1968. Applicant: SCHNEI­
DER TRANSPORT & STORAGE, INC., 
817 McDonald Street, Green Bay, Wis. 
54303. Applicant’s representatives: Don­
ald F. Martin (same address as appli­
cant) and Charles Siéger, 33 North 
Dearborn Street, Chicago, 111. 60602. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over ir­
regular routes, transporting: (1) Furni­
ture, furniture parts and accessories, and 
such products as are manufactured or 
distributed by manufacturers of furni­
ture, from Menominee, Mich., Newport, 
Tenn., and Gardner, Mass., to points in 
Alabama, Arkansas, Connecticut, Dela­
ware, Florida, Georgia, Hlinois, Indiana, 
Iowa, Kansas, Kentucky, Louisiana, 
Maine, Maryland, Massachusetts, Michi­
gan, Minnesota, Mississippi, Missouri, 
Nebraska, New Hampshire, JN̂ew Jersey, 
New York, North Carolina, North Da­
kota, Ohio, Oklahoma, Pennsylvania, 
Rhode Island, South Carolina, South 
Dakota, Tennessee, Texas, Vermont, Vir­
ginia, West Virginia, Wisconsin, and the 
Di,strict of Columbia, and (2) returned 
and rejected shipments and equipment, 
materials, and supplies used in the man­
ufacture and distribution of the com­
modities described in (1) above from the 
destination points named in (1) above to 
Menominee, Mich., Newport, Tenn., and 
Gardner, Mass. Note: Applicant states 
that no duplicating authority is sought.
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If a hearing is deemed necessary, appli­
cant requests it be held at Washington, 
D.C.

No. MC 52709 (Sub-No. 305), filed Sep­
tember 16, 1968. Applicant: RINGSBY 
TRUCK LINES, INC., 3201 Ringsby 
Court, Denver, Colo. 80216. Applicant’s 
representative: Eugene Hamilton (same 
address as applicant). Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing : Meats, meat products, and meat by­
products, and articles distributed by 
meat packinghouses, as described in sec­
tions A, B, and C of Appendix I to the 
report in Descriptions in Motor Carrier 
Certificates, 61 M.C.C. 209 and 766, from 
Sioux Palls, S. Dak., to points in Wyo­
ming on U.S. Highway 30 and/or Inter­
state Highway 80, and Salt Lake City, 
Utah. N o t e : Common control may be in­
volved. If a hearing is deemed necessary, 
applicant requests it be held at Sioux 
Palls, S. Dak.

No. MC 55778 (Sub-No. 13), filed Sep­
tember 20/ 1968. Applicant: MOTOR 
DISPATCH, INC., 2700 Sheffield Avenue, 
Hammond, Ind. Applicant’s representa­
tive: William J. Boyd, 29 South La Salle 
Street, Chicago, 111. 60603. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Telephone' directories,
telephone- directory pages (signatures), 
from the plantsite of R. R. Donnelley & 
Sons Co., at or near Dwight, HI., to points 
in Ohio, Michigan, Indiana, and St. 
'Louis, Mo. N ote : If a hearing is deemed 
necessary, applicant requests it be held 
at Chicago, Hi.

No. MC 57435 (Sub-No. 12), filed Sep­
tember 19, 1968. Applicant: LOUISIANA, 
ARKANSAS & TEXAS TRANSPORTA­
TION COMPANY, a corporation, 4601 
Blanchard Road, Shreveport, La. 71107. 
Applicant’s representative: Phillip S. 
Brown, 114 West 11th Street, Kansas 
City, Mo, 64105. Authority sought to 
operate as a common carrier, by mo­
tor vehicle over regular routes, trans­
porting: Classes A and B explosives, 
in service auxiliary to and supple­
mental of the rail service of Louisiana 
& Arkansas Railway Co., from Shreve­
port, La., over Interstate Highway 20 to 
junction with U.S. Highway 79-80, thence 
to junction unnumbered highway near 
Louisiana Army Ammunition Plant near 
Doyline, La. (old U.S. Highway 79-80), 
thence to junction U.S. Highway 79-80, 
thence over U.S. Highway No. 79-80 to 
junction Interstate Highway 20, thence 
over Interstate Highway 20 to junction 
Louisiana Highway 7, thence over Louisi­
ana Highway 7 to Minden, La., and re­
turn over the same route, serving all in­
termediate points, including, but not lim­
ited to, the Louisiana Army Ammunition 
Plant near Doyline, La., and including 
all points within all commercial zones of 
all points served. N ote : Common control 
may be involved. If a hearing is deemed 
necessary, applicant requests it be held 
at Kansas City, Mo., or New Orleans, La.

No. MC 59135 (Sub-No. 23), filed Sep­
tember 16, 1968. Applicant: RED STAR 
EXPRESS LINES OP AUBURN, INCOR­
PORATED, doing business as RED STAR

EXPRESS LINES, 24-50 Wright Avenue, 
Auburn, N.Y. Applicant’s representative: 
Leonard A. Jaskiewicz, 1155 15th Street 
NW., Washington, D.C. 20005. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Silver bullion, anodes or 
strip, from Baltimore, Md., and Newark, 
N.J., to Niagara Falls, N.Y. N o te : If a 
hearing is deemed necessary, applicant 
requests it be held at Syracuse, N.Y.

No. MC 59457 (Sub-No. 15), filed Sep­
tember 22, 1968. Applicant: SORENSEN 
TRANSPORTATION COMPANY, INC., 
Old Amity Road, Bethany, Conn. Appli­
cant’s representative: Thomas W. Mur- 
rett, 410 Asylum Street, Hartford, Conn. 
06103. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Bananas, 
from Fall River, Mass., and Baltimore, 
Md., to points in Connecticut. N o te : If a 
hearing is deemed necessary, applicant 
requests it be held at Boston, Mass., or 
New York, N.Y.

No. MC 59680 (Sub-No. 164), filed Sep­
tember 16, 1968. Applicant: STRICK­
LAND TRANSPORTATION CO., INC., 
3011 Gulden Lane, Post Office Box 5689, 
Dallas, Tex. 75222. Applicant’s represent­
ative: Leroy Hallman, 4555 First Na­
tional Bank Building, Dallas, Tex. 75202. 
Authority sought to operate as a common 
carrier, by motor vehicle, over regular 
routes, transporting: General commodi­
ties (except those of unusual value, 
classes A and B explosives, household 
goods as defined by the Commission, 
commodities in bulk and those requiring 
special equipment), between Harrisburg 
and Philadelphia, Pa.; from Harrisburg, 
Pa., over U.S. Highway 230 to junction 
U.S. Highway 30 near Lancaster, Pa., 
thence over U.S. Highway 30 to Philadel­
phia, serving no intermediate points, and 
serving Harrisburg as a point of joinder 
only, in connection with applicant’s 
otherwise authorized operations. N o t e : 
If a hearing is deemed necessary, appli­
cant requests it be held at Washington, 
D.C., or Dallas, Tex.

No. MC 59680 (Sub-No. 165), filed 
September 18,1968. Applicant: STRICK­
LAND TRANSPORTATION CO., INC;, 
3011 Gulden Lane, Post Office Box 5689, 
Dallas, Tex. 75222. Applicant’s represen­
tative: Leroy Hallman, 4555 First Na­
tional Bank Building, Dallas, Tex. 75202. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over regu­
lar routes, transporting: General com­
modities (except those of unusual value, 
classes A and B explosives, household 
goods as defined by the commission, com­
modities in bulk, and those requiring 
special equipment), (1) Serving Car­
thage, Tex., as a point of joinder only, 
in connection with carrier’s alternate 
routes between Memphis, Term., and 
Round Rock, Tex., and between Little 
Rock, Ark., and Round Rock, Tex., in its 
MC 59680 Sub 131, and its route for 
operating convenience only between Tex­
arkana, Ark.-Tex., and Houston, Tex., 
in MC-59680, and (2) between Hamburg, 
Ark., and Bastrop, La., from Hamburg, 
Ark., over U.S. Highway 81 to the Arkan- 
sas-Louisiana State line, thence over 
Louisiana Highway 139 to Bastrop, La.,

as an alternate route for operationg con­
venience only in connection with car­
rier’s authorized regular route opera­
tions, serving no intermediate points. 
N o t e : If a hearing is deemed necessary, 
applicant requests it be held at Dallas!
Tex.

No. MC 61231 (Sub-No. 38), filed 
September~~16, 1968. Applicant: ACE- 
ALKIRE FREIGHT LINES, INC., 4143 
East 43d Street, Des Moines, Iowa 50305. 
Applicant’s representative: William A. 
Landau, 1451 East Grand Avenue, Des 
Moines, Iowa 50306. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Building materials and gypsum 
products, from Fort Dodge, Iowa, to 
points in Wisconsin. N o t e : If a hearing 
is deemed necessary, applicant requests 
it be held at Des Moines, Iowa.

No. MC 61396 (Sub-No. 207), filed Sep­
tember 16, 1968. Applicant: HERMAN 
BROS. INC., 2501 North 11th Street, 
Omaha, Nebr. 68103. Applicant’s rep­
resentatives: Dale Herman, Post Office 
Box 189, Omaha, Nebr., and Don L. Stem, 
630 City National Bank Building, Omaha, 
Nebr. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Anhy­
drous ammonia, land, fertilizer and fer­
tilizer materials, liquid or dry, in bags 
and in bulk' from plantsite of Sinclair 
Petrochemicals, Inc., near Fort Madison, 
Iowa, to points in Arkansas, 'Illinois, 
Indiana, Kansas, Kentucky, Michigan, 
Minnesota, Missouri, Nebraska, North 
Dakota, Ohio, South Dakota, Tennessee, 
and Wisconsin. N o t e : If a hearing is 
deemed necessary, applicant requests it 
be held at Chicago, 111., or St. Louis, Mo.

No. MC 61592 (Sub-No. 125), filed 
September 23, 1968. Applicant: JEN­
KINS TRUCK LINE, INC., 3708 Elm 
Street, Bettendorf, Iowa 52722. Appli­
cant’s representative: R. Connor Wig­
gins, Jr., 909 100 North Main Building, 
Memphis, Tenn. 38103. Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Boats and boat parts, supplies and 
equipment, from points in California to 
points in the United States. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Los Angeles, Calif.

No. MC 64932 (Sub-No. 457), filed Sep­
tember 23, 1968. Applicant: ROGERS 
CARTAGE CO., a corporation, 1439 West 
103rd Street, Chicago, 111. 60643. Appli­
cant’s representative: Carl L. Steiner, 39 
South La Salle Street, Chicago, HI. 60603.

Authority sought to operate as a com­
mon carrier, by motor vehicle, over irreg­
ular routes, transporting: Anhydrous 
ammonia, in bulk, in tank vehicles, from 
the facilities of the Mid-Amerioa Pipe­
line Co., located at or near Early, Gamer, 
and Whiting, Iowa, to points in Illinois, 
Iowa, Minnesota, Nebraska, North Da­
kota, South Dakota, and Wisconsin. 
N o t e : If a hearing is deemed necessary, 
applicant requests it be held at Chicago, 
HI. .

No. MC 64932 (Sub-No. 458), filed 
September 23,1968. Applicant: ROGERS 
CARTAGE CO., a corporation, 1439 West 
103d Street, Chicago, HI. 60643. Appli­
cant’s representative: Carl L. Steiner, 39
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South La Salle Street, Chicago, 111. 60603. 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes,, transporting: (1) Anhydrous 
ammonia, in bulk, in tank vehicles, from 
the plantsite of Sinclair Petrochemicals, 
Inc., at or near Port Madison, Iowa, to 
points in Arkansas and Tennessee, and 
(2) fertilizer and fertilizer materials, 
liquid or dry, in bulk, from the plantsite 
of Sinclair Petrochemicals, Inc,, at or 
near Fort Madison, Iowa, to points in 
Illinois, Arkansas, Indiana, Kansas, Ken­
tucky, Michigan, Minnesota, Missouri, 
Nebraska, North Dakota, Ohio, South 
Dakota, Tennessee, and Wisconsin. N ote : 
If a hearing is deemed necessary, appli­
cant requests it be held at Chicago, 111.

No. MC 65697 (Sub-No. 40), filed 
September 26, 1968. Applicant: THEA­
TRES SERVICE COMPANY, a corpora­
tion, Post Office Box 1695, Atlanta, Ga. 
30301. Applicant’s representative: George 
M. Catlett, 703-706 McClure Building, 
Frankfort, Ky. 40601. Authority sought 
to operate as a common carrier, by mo­
tor vehicle, over regular routes, trans­
porting: General commodities (except 
those of unusual value, classes A and B 
explosives, household goods as defined 
by the Commission, commodities in bulk, 
and those requiring special equipment) , 
serving the Ford Motor Co. plantsite at 
the intersection of Westport Road and 
Murphy Lane, Jefferson County, near 
Louisville, Ky., as an off-route point in 
connection with applicant’s present reg­
ular route authority to and from Louis­
ville, Ky. No t e : If a hearing is deemed 
necessary, applicant requests it be held 
at Louisville, Ky., or Washington, D.C.

No. MC 80428 (Sub-No. 68), filed 
September 23, 1968. Applicant: Mc- 
BRIDE TRANSPORTATION, INC., 
Goshen, N.Y. Applicant’s representative: 
Robert V. Gianniny, 900 Midtown Tower, 
Rochester, N.Y. 14604. Authority sought 
to operate as a common carrier, by mo­
tor vehicle, over irregular routes, trans­
porting: (1) Feed and feed ingredients, 
from Maybrook, N.Y., to points in Penn­
sylvania, New Jersey, Massachusetts, 
and Connecticut, and (2) fire clay, from 
Latrobe, Pa., to Niagara Falls, N.Y. 
Note: If a hearing is deemed necessary, 
applicant requests it be held at Wash­
ington, D.C.

No. MC 93151 (Sub-No. 7), filed 
September 19, 1968. Applicant: ROWE 
CAMBRIDGE, Rural Delivery No. 3, 
Tyrone, Pa. 16686. Applicant’s repre­
sentative: V. Baker Smith, 123 South 
Broad Street, Philadelphia, Pa. 19109. 
Authority sought to operate as a con­
tract carrier, by motor vehicle, over ir­
regular routes, transporting: (1) Paper 
and paper products, wood pulp, and 
waste paper, from the plantsite of West 
Virginia Pulp and Paper Co., at or near 
Wickliffe, Ky., to points in New York, 
and (2) materials and supplies used in 
the manufacture ahd distribution of pa­
per and paper products (except com­
modities in bulk), from points in New 
York to the plantsite of West Virginia 
Pulp and Paper Co., at or near Wick- 
hffe, Ky., under contract with West Vir­
ginia Pulp and Paper Co. N o te : If a

hearing is deemed necessary, applicant 
reauests it be held at Washington, D.C.

No. MC 95876 (Sub-No. 86), filed 
September 25, 1968. Applicant: ANDER­
SON TRUCKING SERVICE, INC., 203 
Cooper Avenue North, St. Cloud, Minn. 
56301. Applicant’s representative: Grant 
J. Merritt, 1000 First National Bank 
Building, Minneapolis, Minn. 55402. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over ir­
regular routes, transporting: Roofing, 
siding, and insulating materials, floor 
coverings, and supplies and accessories 
incidental to the installation thereof, 
from points in Illinois on and north of 
Illinois Highway 17 to points in Iowa, 
Minnesota, and Nebraska. N o te : If a 
hearing is deemed necessary, applicant 
requests it be held at Chicago, 111.

No. MC 95876 (Sub-No. 87), filed Sep­
tember 26, 1968. Applicant: ANDERSON 
TRUCKING SERVICE, INC., 203 Cooper 
Avenue North, St. Cloud, Minn. 56301. 
Applicant’s representative: Grant J. 
Merritt, 1000 First National Bank Build­
ing, Minneapolis, Minn. 55402. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Wood fencing, set up or 
knocked down, wood sections, wood posts, 
wood pickets, wood rails, and accessories 
used in the installation thereof, from 
Tulsa, Okla., to points in the United 
States (except Alaska, Hawaii, Califor­
nia, Oregon, Washington, Idaho, Mon­
tana, Wyoming, Nevada, Utah, Arizona, 
and New Mexico). No t e : If a hearing is 
deemed necessary, applicant requests it 
be held at Oklahoma City, Tulsa, Okla., 
or Little Rock, Ark.

No. MC 97009 (Sub-No. 14), filed Sep­
tember 24, 1968. Applicant: VINCENT 
J. HERZOG, 200 Delaware Street, Hones- 
dale, Pa. 18431. Applicant’s representa­
tive: George A. Olsen, 69 Tonnele Ave­
nue, Jersey City, N.J. 07306. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: General commodities (ex­
cept those of unusual value, classes A and 
B explosives, household goods as defined 
by the Commission, commodities in bulk, 
and those requiring special equipment), 
between Kingsley and Carbondale, Pa., 
for joinder only with carrier’s present 
operating authority. N o te : If a hearing 
is deemed necessary, applicant requests it 
be held at Scranton or Wilkes-Barre, Pa.

No. MC 103993 (Sub-No. 338), filed 
September 18, 1968. Applicant: MOR­
GAN DRIVE-AWAY, INC., 2800 West 
Lexington Avenue, Elkhart, Ind. 46514. 
Applicant’s representative: Robert G. 
Tessar (same address as applicant). Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: (1) Trailers de­
signed to be drawn by passenger automo­
biles, in initial movements, from points in 
Natchitoches Parish, La., to points in the 
United States (excluding Alaska and Ha­
waii), and (2) synthetic flooring, trim, 
and corrosion proof components, from the 
plantsite of the Ceilcote Co., Inc., in Be­
rea, Ohio, to points in the United States 
(excluding Alaska and Hawaii). No t e : 
If a hearing is deemed necessary, appli­

cant requests it be held at New Orleans 
or Baton Route, La.

No. MC 103993 (Sub-No. 340), filed 
September 27, 1968. Applicant: MOR­
GAN DRIVE-AWAY, INC., 2800 West 
Lexington Avenue, Elkhart, Ind. 46514. 
Applicant’s representative: Robert G. 
Tessar (same address as applicant). 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregu­
lar routes, transporting: Trailers de­
signed to be drawn by passenger auto­
mobiles, campers, and camp coaches de­
signed to be installed on pick up trucks, 
from points in Trumbull County, Ohio, to 
points in the United States (excluding 
Alaska and Hawaii). N o te :. If a hear­
ing is deemed, necessary, applicant re­
quests it be heid at Cleveland, Ohio.

No. MC 106398 (Sub-No. 370), filed 
September 20, 1968. Applicant: NA­
TIONAL TRAILER CONVOY, INC., 1925 
National Plaza, Tulsa, Okla. 74151. Ap­
plicant’s representative: Irvin Tull 
(same address as applicant). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Undercarriages and frames 
designed to be equipped with hitchball 
or pintle hook connectors and component 
parts thereof, (1) from Elkhart, Ind., to 
points in the United States (except 
Alaska, Arizona, California, Hawaii, 
Idaho, Nevada, Oregon, Utah, and Wash­
ington), (2) from Bossier City, La., to 
points in Texas, (3) from Ironwood, 
Mich., to points in Minnesota, (4) from 
Newton, Kans., to points in Colorado, 
Missouri, Nebraska, North Dakota, Okla­
homa, South Dakota, and Wyoming, and
(5) from Elkton, Md. to points in Con­
necticut, Delaware, Maine, Massachu­
setts, New Hampshire, New Jersey, New 
York, Pennsylvania, Rhode Island, and 
Vermont. N o t e : Common control and 
dual operations may be involved. If a 
hearing is deemed necessary, applicant 
requests it be held at Chicago, HI.

No. MC 107002 (Sub-No. 352), filed 
September 18, 1968. Applicant: MILLER 
TRANSPORTERS, INC., Post Office Box 
1123, U.S. Highway 80 West, Jackson, 
Miss. 39205. Applicant’s representatives: 
John J. Borth (same address as appli­
cant) and H. D. Miller, Jr., Post Office 
Box 22567, Jackson, Miss. 39205. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Petroleum and 
petroleum products, in bulk, in tank 
vehicles, from Memphis, Tenn., to points 
in Kentucky west of U.S. Highway 231. 
N o t e : Applicant states it intends to tack 
the sought authority with portions of its 
presently held authority to provide serv­
ice from points in Mississippi via Mem­
phis, Tenn. Applicant also states no 
duplicating authority is being sought. 
If a hearing is deemed necessary, appli­
cant requests it be held at Memphis, 
Tenn., or Jackson, Miss.

No. MC 107002 (Sub-No. 354), filed 
September 19, 1968. Applicant: MILLER 
TRANSPORTERS, INC., Post Office Box 
1123, U.S. Highway 80 West, Jackson, 
Miss. 39205. Applicant’s representatives: 
John J. Borth, Post Office Box 1123, Jack- 
son, Miss. 39205 and H. D. Miller, Jr., 
Post Office Box 22567, Jackson, Miss.
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39205. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Liquid 
chemicals, in bulk, in tank vehicles, from 
Memphis, Term., to points in Texas. 
Note : Applicant states it proposes to tack 
the authority sought herein at Memphis, 
Tenn., with its presently held authority 
in MC 107002 at Item 203 wherein it pro­
vides service in the transportation of 
chemicals, in bulk, from Barfield, Ark., 
to points in Alabama, Arkansas, Illinois, 
Indiana, Iowa, Kansas, Kentucky, Louis­
iana, Michigan, Mississippi, Missouri, 
Ohio, Oklahoma, Wisconsin, and portions 
of Tennessee and Texas. Note: If a hear­
ing is deemed necessary, applicant re­
quests it be held at Memphis, Tenn., or 
Jackson, Miss.

No. MC 107002 (Sub-No. 355), filed 
September 19, 1968. Applicant: MILLER 
TRANSPORTERS, INC., Post Office Box 
1123, U.S. Highway 80 West, Jackson, 
Miss. 39205. Applicant’s representatives: 
John J. Borth, Post Office Box 1123, Jack- 
son, Miss. 39205 and H. D. Miller, Jr., 
Post Office Box 22567, Jackson, Miss. 
39205. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Formal­
dehyde, in bulk, in tank vehicles, from 
Vicksburg, Miss., to points in Texas. 
Note : Applicant states it proposes to tack 
the authority sought herein at Vicksburg, 
Miss., with its presently held authority 
in MC 107002 at Items 1, 3, 8, 39, and 40, 
to provide through service from Cordova, 
Tuscaloosa, Fox, Moscow, and Mounds- 
ville, Ala., to the destination territory 
sought herein. No duplicating authority is 
sought. If a hearing is deemed necessary, 
applicant requests it be held at Jackson, 
Miss.

No. MC 107295 (Sub-No. 133), filed 
September 20,1968. Applicant: PRE-FAB 
TRANSIT CO., a corporation, 100 South 
Main Street, Farmer City, HI. 61842. Ap­
plicant’s representatives: Dale L. Cox, 
Post Office Box 146, Farmer City, 111. 
61842 and Mack Stephenson, 301 Build­
ing, 301 North Second Street, Spring- 
field, 111. 62702. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Crates with wood cleats packaged 
flat, in sections, from Henderson, Tex., 
to points in the United States, except 
Washington, Oregon, California, Idaho, 
Nevada, Utah, Arizona, Alaska, and Ha­
waii. Note : If a hearing is deemed neces­
sary, applicant requests it be held at
IDdilldiS TTcx \

No. MC 107403 (Sub-No. 756), filed 
September 16, 1968. Applicant: MAT- 
LACK, INC., 10 West Baltimore Avenue, 
Lansdowne, Pa. 19050. Applicant’s rep­
resentative: John Nelson (same address 
as applicant). Authority sought to op­
erate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Sulphur acid and phosphatic ferti­
lizer solutions, in bulk, in tank vehicles, 
from the plantsite of Freeport Chemical 
Co., at or near Uncle Sam, La., to points 
in Alabama, Arkansas, Florida, Georgia, 
those points in Illinois on and south of 
U.S. Highway 50 including East St. Louis,
111., Kentucky* Louisiana, Mississippi, 
those points in Missouri on and south of

the Missouri River, Oklahoma, Tennes­
see, and Texas. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Washington, D.C., or New 
Orleans, La.

No. MC 107403 (Sub-No. 758), filed 
September 23, 1968. Applicant: MAT- 
LACK, INC., Ten West Baltimore Ave­
nue, Lansdowne, Pa. 19050. Applicant’s 
representative: John Nelson (same ad­
dress as applicant). Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Fluorinated hydrocarbons, in bulk, 
in tank vehicles, from Baton Rouge, La., 
to Comhusker Army Ammunition Plant 
at or near Grand Island, Nebr. Note : If 
a hearing is deemed necessary, applicant 
requests it be held at Washington, D.C.

No. MC 107403 (Sub-No. 759), filed 
September 23, 1968. Applicant: MAT- 
LACK, INC., Ten West Baltimore Ave­
nue, Lansdowne, Pa. 19050. Applicant’s 
representative: John Nelson (same ad­
dress as applicant). Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing : Flour, in bulk, in tank vehicles, from 
Camp Hill, Pa., to points in New Jersey. 
Note: If a hearing is deemed necessary, 
applicant requests it be held at Washing­
ton, D.C., or Harrisburg, Pa.

No. MC 107403 (Sub-No. 761), filed 
September 26, 1968. Applicant: MAT- 
LACK, INC., 10 West Baltimore Ave­
nue, Lansdowne, Pa. 19050. Applicant’s 
representative: John Nelson (same ad­
dress as applicant). Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes transport­
ing: Dry chemicals, in bulk, from El Do­
rado, Ark., to points in Alabama, Florida, 
Georgia, Kentucky, Louisiana, Missis­
sippi, Oklahoma, South Carolina, Ten­
nessee,' and Texas. Note : If a hearing is 
deemed necessary, applicant requests it 
be held at Washington, D.C.

No. MC 107496 (Sub-No. 684), filed 
September 9, 1968. Applicant: RUAN 
TRANSPORT CORPORATION, Keosau- 
qua Way at Third, Post Office Box 855, 
Des Moines, Iowa 50304. Applicant’s rep­
resentative: H. L. Fabritz (same address 
as applicant). Authority sought to oper­
ate as a common carrier, by motor ve­
hicle, over irregular routes, transporting: 
Dry chemicals, in bulk, from El Dorado, 
Ark., to points in Alabama, Florida, 
Georgia, Kentucky, Louisiana, Missis­
sippi, Oklahoma, South Carolina, Ten­
nessee, and Texas. Note : If a hearing is 
deemed necessary, applicant requests it 
be held at St. Louis, Mo., or Des Moines, 
Iowa.

No. MC 108207 (Sub-No. 250), filed 
September 19, 1968. Applicant: FROZEN 
FOOD EXPRESS, INC., 318 Cadiz Street, 
Post Office Box 5888, Dallas, Tex. 75222. 
Applicant’s representative: J. B. Ham 
(same address as applicant). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Fresh fruits and vegeta­
bles, when moving in the same vehicle 
and at the same time with shipments of 
bananas, from Gulfport, Miss., to points 
in Arizona, Arkansas, Illinois, California, 
Indiana, Iowa, Kansas, Kentucky, Lou­

isiana, Michigan, Minnestoa, Missis­
sippi, Missouri, Nebraska, New Mexico, 
Ohio, Oklahoma, Texas, Tennessee, and 
Wisconsin, restricted to points and areas 
from and to which applicant is presently 
authorized to transport bananas. Note: 
If a hearing is deemed necessary, appli­
cant requests it be held at New Orleans, 
La., or Dallas, Tex.

No. MC 110878 (Sub-No. 32), filed 
September 19, 1968. Applicant: ARGO 
TRUCKING COMPANY, INC., Lower 
Heard Street, Elberton, Ga. 30635. Ap­
plicant^ representative: Guy H. Postell 
and Archie B. Culberth, 1273 West Peach­
tree Street NE., Atlanta, Ga. 30309. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Granite and mar­
ble, between points in Rowan County, 
N.C., and points in Alabama, Florida, 
Mississippi, Louisiana, Arkansas, North 
Carolina, South Carolina, Texas, Mis­
souri, Tennessee, Arizona, California, 
Colorado, Nevada, New Mexico, Utah, 
Georgia, Kansas, .and Oklahoma. Note: 
If a hearing is deemed necessary, appli­
cant requests it be held at Atlanta, Ga.

No. MC 111401 (Sub-No. 264) (Amend­
ment), filed August 26, 1968, published 
in the F ederal R egister issue of Sep­
tember 19, 1968, amended September 18, 
1968, and republished as amended this 
issue. Applicant: GROENDYKE TRANS­
PORT, INC., 2510 Rock Island Boulevard, 
Post Office Box 632, Enid, Okla*3]l$f01. 
Applicant’s representative: Alvin- L. 
Hamilton (same address as above). Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Animal feeds, ani­
mal feed supplements and ingredients, 
between Liberal, Kans., on the one hand, 
and points in Alabama, Arizona* Arkan­
sas, Colorado, Georgia, Kansas; Louisi­
ana, Mississippi, Missouri, Montana, Ne­
braska, New Mexico, North Dakota, Okla­
homa, South Dakota, Texas, and Wy­
oming on the other. Note: The purpose 
of this republication is to redescribe the 
authority sought. If a hearing is deemed 
necessary, applicant requests it be 
held at Denver, Colo., or Kansas City, 
Mo.

No. MC 111812 (Sub-No. 371), filed 
September 18, 1968. Applicant: MID­
WEST COAST TRANSPORT, INC, 
405% East Eighth Street, Post Office 
Box 1233, Sioux Falls, S. Dak. 571Q1- Ap­
plicant’s representative: Donald L. Stern, 
630 City National Bank Building, Omaha, 
Nebr. 68102. Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: 
Frozen foods, from points in Oregon to 
points in Washington restricted to traf­
fic moving to said points for storage in 
transit. Note: If a -hearing is deemed 
necessary, applicant requests it be held 
at Boise, Idaho, or Portland, Oreg.

No. MC 111812 (Sub-No. 372), filed 
September 18, 1968. Applicant: MID­
WEST COAST TRANSPORT, INC, 
405% East Eighth Street, Post Office Box 
1233, Sioux Falls, S. Dak. 57101. Appli­
cant’s representative: Donald L. Stem, 
630 City National Bank Building, Omaha, 
Nebr. 68102. Authority sought to operate

FEDERAL REGISTER, VOL. 33, NO. 198— THURSDAY, OCTOBER 10, 1968



as a common carrier, by motor vehicle, 
over irregular routes, transporting: 
Frozen, foods, from Duluth, Minn., 
to po|hts in Connecticut, Delaware, 
Illinois, Indiana, Iowa, Kentucky, Maine, 
Maryland, Massachusetts, Michigan, 
Missouri, Nebraska, New Hampshire, 
New Jersey, New York, North Dakota, 
Ohio, Pennsylvania, Rhode Island, South 
Dakota, Vermont, Virginia, West Vir­
ginia, Wisconsin, Kansas, and the 
District of Columbia. Note : If a hearing 
is deemed necessary, applicant requests 
it be held at Minneapolis, Minn., or 
Chicago, HI.

No. MC 112713 (Sub-No. 105), filed 
September 19, 1968. Applicant: YEL­
LOW TRANSIT FREIGHT LINES, INC., 
Post Office Box 8462, 92d at State Line, 
Kansas City, Mo. 64114. Applicant’s 
representative: John M. Records (same 
address as applicant). Authority sought 
to operate as a common carrier by motor 
vehicle, over regular routes, transport­
ing: General commodities, except those 
of unusual value, classes A and B ex­
plosives, livestock, household goods as 
defined by the Commission, commodities 
in bulk, and those requiring special 
equipment, serving the facilities of Es­
sex Wire Corp., located near Fort Wayne, 
Ind., on U.S. Highway 30, approximately 
9 miles west of the Interstate Highway 
69 interchange, as an off-route point 
in connection with carrier’s regular 
route: operations to and from Fort 
Wayne, Ind. Note : If a hearing is deemed 
necessary, applicant requests it be held 
at Fort Wayne or Indianapolis, Ind., or 
Chicago, HI.

No. MC 113434 (Sub-No. 32), filed 
September 25, 1968. Applicant: GRA- 
BELL TRUCK LINE, INC., 679 Lincoln 
Avenue, Holland, Mich. 49423. Appli­
cant’s representative: Wilhelmina
Boersma, 1600 First Federal Building, 
Detroit, Mich. 48226. Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Processed foodstuffs, from Croswell 
and Edmore, Mich., to points in Penn­
sylvania and West Virginia. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Detroit or Lansing, 
Mich.

No. MC 113678 (Sub-No. 327), filed 
September 23, 1968. Applicant: CURTIS, 
INC., 770 East 51st Avenue, Denver, Colo. 
80216. Applicant’s representatives: 
Duane W. Acklie and Richard Peterson, 
Post Office Box 806, Lincoln, Nebr. 68505. 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Foodstuffs (non- 
frozen), from Port Clinton, Ohio, to 
Points in New York and Pennsylvania. 
Note: If a hearing is deemed necessary, 
applicant requests it be held at Toledo or 
Cleveland, Ohio.

No. MC 113855 (Sub-No. 185), filed 
September 20, 1968. Applicant: INTER­
NATIONAL TRANSPORT, INC., South 
Highway 52, Rochester, Minn. 55901. Ap­
plicant’s representative: Alan Foss, 502 
First National Bank Building, Fargo, 
N. Dak. 58102. Authority sought to oper­
ate as a common carrier, by motor ve­
hicle, over irregular routes, transporting:

NOTICES

Conduit or pipe, with or without acces­
sories, attachments or fittings, other 
than cement asbestos, concrete or metal, 
from the plant or warehouse sites of 
United Technology Center at or near 
Riverside or Sunnyvale, Calif., to points 
in the United States (except California). 
Note: If a hearing is deemed necessary, 
applicant requests it be held at San 
Francisco, Calif., Washington, D.C., or 
Chicago, HI.

No. MC 114091 (Sub-No. 80), filed 
October 3, 1968. Applicant: HUFF
TRANSPORT CO., INC., Post Office Box 
13116, 2114 South 41st Street, Louisville, 
Ky. 40213. Applicant’s representative: 
Louis Reznek, 5009 Keokuk Street, 
Washington, D.C. 20016. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Chemicals, in bulk, from 
points in Robertson County, Tenn., to 
points in Alabama, Georgia, South 
Carolina, North Carolina, Kentucky, 
Virginia, Indiana, Hlinois, Missouri, 
Arkansas, Michigan, Mississippi, and 
Ohio, restricted against the transporta­
tion of dry chemicals to the St. Louis, 
Mo., East St. Louis, HI., commercial zone. 
Note: If a hearing is deemed neces­
sary, applicant requests it be held at 
Washington, D.C., or Nashville, Tenn.

No. MC 114533 (Sub-No. 173), filed 
September 27, 1968. Applicant: BANK­
ERS DISPATCH CORPORATION, 4970 
South Archer Avenue, Chicago, HI. 
60632. Applicant’s representative: War­
ren W. Wallin, 330 South Jefferson 
Street, Chicago, 111. Authority sought to 
operate as a common carrier, by motor 
vehicle, over Irregular routes, transport­
ing: Small parts, electronic components 
and supplies, limited to 75 pounds per 
shipment, between Cleveland, Ohio, on 
the one hand, and, on the other, Erie and 
Pittsburgh, Pa., and Detroit, Mich. Note: 
Applicant has a pending contract appli­
cation under MC 128616, therefore dual 
operations may be involved. If a hearing 
is deemed necessary, applicant requests 
it be held at Indianapolis, Ind., or Wash­
ington, D.Gr

No. MC 114848 (Sub-No. 42), filed 
September 19, 1968. Applicant: WHAR­
TON TRANSPORT CORPORATION, 
1498 Channel Avenue, Memphis, Tenn. 
38106. Applicant’s representative: James 
N. Clay HI, 2700 Sterick Building, Mem­
phis, Tenn. 38103. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Dry chemicals, in bulk, from El 
Dorado, Ark., to points in Alabama, 
Florida, Georgia, Kentucky, Louisiana, 
Mississippi, Oklahoma, South Carolina, 
Tennessee, and Texas. Note: If a hearing 
is deemed necessary, applicant requests 
it be held at Memphis, Tenn.

No. MC 115331 (Sub-No. 260), filed 
September 24, 1968. Applicant: TRUCK 
TRANSPORT, INCORPORATED, 1931 
North Geyer Road, St. Louis, Mo. 63111. 
Applicant’s representative: Thomas F. 
Kilroy, Suite 913, Colorado Building, 1341 
G Street NW., Washington, D.C. 20005. 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Dry chemicals, in 
bulk, from El Dorado, Ark., to points in
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Alabama, Florida, Georgia, Kentucky, 
Louisiana, Mississippi, Oklahoma, South 
Carolina, Tennessee, and Texas. Note: 
Common control and dual operations 
may be involved. If a hearing is deemed 
necessary, applicant requests it be held 
at St. Louis, Mo., or Washington, D.C.

No. MC 116073 (Sub-No. 84), filed Sep­
tember 23, 1968. Applicant: BARRETT 
MOBILE HOME TRANSPORT, INC., 
1825 Main Avenue, Post Office Box 601, 
Moorhead, Minn. 56560. Applicant’s rep­
resentative: Donald E. Cross, 1329 E 
Street NW., 917 Munsey Building, Wash­
ington, D.C. 20004. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Trailers designed to be drawn by 
passenger automobiles and buildings 
complete or in sections in initial move­
ments, from Berthoud, Colo., and points 
within 4 miles thereof, to points in the 
United States (including Alaska but ex­
cluding Hawaii). Note: If a healing is 
deemed necessary, applicant requests it 
be held at Denver, Colo.

No. MC 116273 (Sub-No. 110), filed 
September 16, 1968. Applicant: D & L 
TRANSPORT, INC., 3800 South Laramie 
Avenue, Cicero, 111. 60650. Applicant’s 
representative: Robert G. Paluch (same 
address as applicant). Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Dry plastics, in bulk, in hopper type 
vehicles, from Lake Zurich, 111., to points 
in Indiana, Ohio, Kentucky, Michigan, 
Wisconsin, Minnesota, Iowa, and Mis­
souri. Note: If a hearing is deemed 
necessary, applicant requests it be held 
at Chicago, 111.

No. MC 116884 (Sub-No. 3), filed 
September 18, 1968. Applicant: ARNOLD 
KING, doing business as KING TRUCK 
LINE, 120 Second Street SE., Minneap­
olis, Minn. 55414. Applicant’s representa­
tive: A. R. Fowler, 2288 University Ave­
nue, St. Paul, Minn. 55114. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Ice cream, ice cream mixes, 
ice cream novelties, and ice cream cones, 
from Minneapolis, Minn., to Cedar 
Rapids, Des Moines, Fort Dodge, Hawar- 
den, and Mason City, Iowa, under con­
tract with Foremost Ice Cream Division, 
Northland Milk and Ice Cream Co. Note: 
If a hearing is deemed necessary, appli­
cant requests it be held at Minneapolis, 
Minn.

No. MC 117574 (Sub-No. 176), filed 
September 26, 1968. Applicant: DAILY 
EXPRESS, INC., Post Office Box 39, Car­
lisle, Pa. 17013. Authority sought to oper­
ate as a common carrier, by motor ve­
hicle, over irregular route, transporting: 
Paper, paper products and articles, 
equipment, materials and supplies used 
or useful in the manufacture, processing 
or distribution of paper and paper prod­
ucts, from the plantsite of West Virginia 
Pulp and Paper Co., Wickliffe, Ky., in 
Ballard and Carlisle Counties, to points 
in Connecticut, Delaware, Hlinois, Indi­
ana, Maine, Maryland, Massachusetts, 
Michigan, New Hampshire, New Jersey, 
New York, Ohio, Pennsylvania, Rhode 
Island, Vermont, Virginia, West Virginia,
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and Wisconsin. Note: Applicant indi­
cates tacking possibilities with its exist­
ing authority. Common control may be 
involved. If a hearing is deemed neces­
sary, applicant requests it be held at 
Washington, D.C.

No. MC 117613 (Sub-No. 1), filed Sep­
tember 23, 1968. Applicant: DONALD M. 
BOWMAN, JR., 5 North Clifton Drive, 
Williamsport, Md. 21795. Applicant’s rep­
resentative: Donald E. Freeman, 172 
East Green Street, Post Office Box 806, 
Westminster, Md. 21157. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Concrete blocks and 
concrete products, from Hagerstown, Md., 
to points in Connecticut, Massachusetts, 
New Jersey, New York, Rhode Island, 
Ohio, Pennsylvania, West Virginia, Vir­
ginia, Delaware, Michigan, Illinois, Indi­
ana, and the District of Columbia, under 
a continuing contract with Supreme Con­
crete Block & Products, Inc., of Hagers­
town, and (2) brick (except refractory 
brick), from Williamsport and Hagers­
town, Md., to points in Connecticut, Mas­
sachusetts, New Jersey, New York, Rhode 
Island, Ohio, Pennsylvania, West Vir­
ginia, Virginia, Michigan, Illinois, and 
Indiana (except points within 165 miles 
of Williamsport and Hagerstown, Md.), 
under a continuing contract with Victor 
Cushwa & Sons, Inc., of Williamsport, 
Md. Note: Applicant states it presently 
holds authority on brick in Permit MC 
117613 to transport brick to points in 
Pennsylvania, West Virginia, Virginia, 
and Delaware within 165 miles of Wil­
liamsport and Hagerstown, Md. If a hear­
ing is deemed necessary, applicant re­
quests it be held at Washington, D.C.

No. MC 117686 (Sub-No. 90), filed 
S e p t e m b e r  25, 1968. Applicant:
HIRSCHBACH MOTOR LINES, INC., 
3324 U.S. Highway 75 North, Post Office 
Box 417, Sioux City, Iowa 51102. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Bakery goods, from 
Sioux City, Iowa, to points in Louisiana, 
Mississippi, Arkansas, Texas, Georgia, 
Alabama, Oklahoma, Kansas, Missouri, 
and Tennessee. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Sioux City, Iowa.

No. MC 117883 (Sub-No. 114), filed 
September 23, 1968. Applicant: SUBLER 
TRANSFER, INC., East Main Street, 
Versailles, Ohio 45380. Applicant’s rep­
resentative: Kenneth Subler, Post Office 
Box 62, Versailles, Ohio 45380. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Foods and food products 
and materials and supplies used or use­
ful in the preparation, serving or con­
sumption of foods and food products, in­
cluding premiums and advertising ma­
terials and special containers and racks 
used in the transportation of these com­
modities, from the plantsite and ware­
house facilities of American Sugar Co. 
located in Mantua Township at or near 
Pitman, N.J., to points in Indiana, Il­
linois, Kentucky, Iowa, Michigan, Min­
nesota, Missouri, those points in Penn­
sylvania on and west of U.S. Highway

219, Ohio, West Virginia, and Wisconsin. 
Note : If a hearing is deemed necessary, 
applicant requests it be held at New 
York, N.Y., or Washington, D.C.

No. MC 118745 (Sub-No. 8), filed 
September 23, 1968. Applicant: JOHN 
PFROMMER, INC., Post Office Box 307, 
Douglassville, Pa. 19518. Applicant’s rep­
resentative: Theodore Polydoroff, Suite 
930, 1120 Connecticut Avenue NW., 
Washington, D.C. 20036. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Fly ash, in bulk, (a) 
from Philadelphia, Phoenixville, and 
Eddystone, Pa., to points in Delaware 
and New Jersey; (b) from Eddystone, 
Del., to Plymouth Meeting, Pa., and to 
points in New Jersey, and (c) from Duck 
Island (Trenton) N.J., to Plymouth 
Meeting, Pa., and (2) Cement, in bulk, 
from Plymouth Meeting, Pa., to points 
in New Jersey under contract with G. & 
W. H. Corson, Inc, N ote : If a hearing 
is deemed necessary, applicant requests 
it be held at Philadelphia, Pa., or Wash­
ington, D.C.

No. MC 119441 (Sub-No. 16) filed Sep­
tember 9, 1968. Applicant: BAKER HI- 
WAY EXPRESS, INC., Box 484, Dover, 
Ohio 44622. Applicant’s representative: 
Richard H. Brandon, 79 East State 
Street, Columbus, Ohio 43215. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Clay products, from Wads­
worth, Ohio, and points in Wadsworth 
Township (Medina County), Ohio, to 
points in Illinois, Indiana, Michigan, 
Kentucky, Ohio, Pennsylvania, New 
York, New Jersey, Delaware, Maryland, 
the District of Columbia, Virginia, Con­
necticut, Massachusetts, W i s c o n s i n ,  
Rhode Island, Maine, New Hampshire, 
Vermont, and West Virginia. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Washington, D.C.

No. MC 119531 (Sub-No. 95), filed 
September 16, 1968. Applicant: DIECK- 
BRADER EXPRESS, INC., 5391 Wooster 
Road, Cincinnati, Ohio 45226. Appli­
cant’s representative: Charles W. Singer, 
33 North Dearborn Street, Suite 1625, 
Chicago, 111. 60602. Authority sought to 
operate as a common carrier,- by motor 
vehicle, over irregular routes, transport­
ing: Paper and paper products, between 
Circleville, Ohio, and points in Washing­
ton, Greene, Fayette, Allegheny, Beaver, 
Butler, and Erie Counties, Pa. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Chicago, 111., or 
Washington, D.C.

No. MC 123048 (Sub-No. 126) (Amend­
ment), filed March 13, 1968, published 
in Federal R egister issue of March 28, 
1968, amended September 25, 1968, and 
republished as amended this issue. Appli­
cant: DIAMOND TRANSPORTATION 
SYSTEM, INC., 1919 Hamilton Avenue, 
Post Office Box A, Racine, Wis. 53401. 
Applicant’s representative: Paul Gart- 
zke, 121 West Doty Street, Madison, Wis. 
53701 and C. Ernest Carter (same ad­
dress as above). Authority sought to op­
erate as a common carrier, by motor ve­
hicle, over irregular routes, transport­
ing: Mountable spreaders, from points

in Warren County, Iowa, to points in 
Idaho, Montana, Oregon, Utah, Wash­
ington, and Wyoming. Note: The pur­
pose of this republication is to redescribe 
the origin point. If a hearing is deemed 
necessary, applicant requests it be held 
at Des Moines, Iowa, or Chicago, 111.

No. MC 123245 (Sub-No. 8), filed Sep­
tember 18, 1968. Applicant: LEESER & 
STAUFFER TRUCK SERVICE, INC., 
Taylor, Mo. 63471. Applicant’s represent­
ative: Robert L. Hawkins, Jr., 312 East, 
Capitol Avenue, Jefferson City, Mo. 
65101. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Anhy­
drous ammonia, in bulk in tank vehicles; 
fertilizer and fertilizer materials, liquid 
and dry, in bags and in bulk, from the 
plantsite of Sinclair Petrochemicals, Inc., 
at or near Fort Madison, Iowa, to points 
in Arkansas, Illinois, Indiana, Kansas, 
Kentucky, Michigan, Minnesota, Mis­
souri, Nebraska, North Dakota, Ohio, 
South Dakota, Tennessee, and Wiscon­
sin. Note: Applicant holds contract car­
rier authority under Docket No. MC 
113865 and Subs, therefore, dual opera­
tions may be involved. If a hearing is 
deemed necessary, applicant requests it 
be held at St. Louis or Jefferson City, Mo.

No. MC 123322 (Sub-No. 19), filed 
September 23, 1968. Applicant: BEATTY 
MOTOR EXPRESS, INC., Jefferson Ave­
nue Extension, Washington, Pa. 15301. 
Applicant’s representative: Heni&. M. 
Wick, Jr., 2310 Grant Building, Tifts- 
burgh, Pa. 15219. Authority sought to'op- 
erate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Foods and food products, and ma­
terials and supplies used or useful in the 
preparation, serving or consumption of 
foods and food products, including pre­
miums and advertising materials and 
special containers or racks used in the 
transportation or these commodities, 
from the plantsite and warehouse facili­
ties of American Sugar Co., Mantua 
Township (at or near Pitman), N.J., to 
points in Pennsylvania on and west of 
U.S. Highway 219. Note: Common con­
trol may be involved. If a hearing is 
deemed necessary, applicant requests it 
be held at New York, N.Y., or Washing­
ton, D.C.

No. MC 123407 (Sub-No. 40), filed 
September 19, 1968. Applicant: SAW­
YER TRANSPORT, INC., 2424 Minne­
haha Avenue, Minneapolis, Minn. 55404. 
Applicant’s representative: Alan Foss, 
502 First National Bank Building, Fargo, 
N. Dak. 58102.. Authority sought to op­
erate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: (1) Boxes and wrappers, interior 
packing forms, partitions and fillers for 
boxes; and (2) pulpboard and fiber - 
board, from New Orleans, La., to points 
in Arkansas, Mississippi, Alabama, 
Florida, and Louisiana. Note : If a hear­
ing is deemed necessary, applicant 
requests it be held at Washington, D.C.

No. MC 123613 (Sub-No. 4), filed 
September 25, 1968. Applicant: CLARE­
MONT MOTOR LINES, INC., Post 
Office Box 296, Claremont, N.C. 28610. 
Applicant’s representative: Bill R. Davis, 
1600 First Federal Building, Atlanta,
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Ga. 30303. Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: 
Products used in the agricultural, water 
treatment food processing, wholesale 
grocery and institutional supply indus­
tries, when shipped in mixed loads with 
salt and salt products, from Akron and 
Rittman, Ohio, and Marysville and St. 
Clair, Mich., to points in Alabama, 
Florida, Georgia, Kentucky, Maryland, 
North Carolina, South Carolina, Ten­
nessee, Virginia, and West Virginia. 
Note: If a hearing is deemed necessary, 
applicant requests it be held at Charlotte 
or Greensboro, N.C.

No. MC 124111 (Sub-No. 17), filed 
September 26, 1968. Applicant: OHIO 
EASTERN EXPRESS, INC., Post Office 
Box 2297, 300 West Perkins Avenue, 
Sandusky, Ohio 44870. Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Meats, meat products and meat by­
products as described in section A of 
appendix I to the report in Descriptions 
in Motor Carrier Certificates, 61 M.C.C. 
209 and 766, from Greenfield, Ohio, to 
points in Illinois and Indiana, restricted 
to shipments originating at the facilities 
of the Collins Packing Co., at Greenfield, 
Ohio. Note: If a hearing is. deemed 
necessary, applicant requests it be held 
at Columbus, Ohio, or Washington, D.C.

No. MC 124154 (Sub-No. 23), filed 
September 18, 1968. Applicant: WIN­
GATE TRUCKING COMPANY, INC., 
Post Office Box 1372, Albany, Ga. 31702. 
Applicant’s representative: W. Guy Mc­
Kenzie, Jr., Post Office Box 1200, Talla­
hassee, Fla. 32302. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Canned goods, from Lindale, Tex., 
to points in Alabama, Tennessee, Ken­
tucky, Virginia, South Carolina, North 
Carolina, Georgia, and Florida. Note: 
Applicant holds contract carrier au­
thority under MC 117504 Sub 1, there­
fore, dual operations may be involved. If 
a hearing is deemed necessary, applicant 
requests it be held at Atlanta, Ga.

No. MC 124251 (Sub-No, 24), filed Sep­
tember 25, 1968. Applicant: JACK JOR­
DAN, INC., Post Office Box 688, Dalton, 
Ga. 30720. Applicant’s- representative: 
Ariel V. Conlin, 626 Fulton National Bank 
Building, Atlanta, Ga. 30303. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Feldspar, in bags, from 
Points in Jasper County, Ga., to 
points in Polk County, Fla. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Atlanta, Ga., or 
Chattanooga, Tenn.

No. MC 125010 (Sub-No. 7), filed Sep­
tember 22, 1968. Applicant: GIBCO 
MOTOR EXPRESS, INC., Post Office 
Box 312, Terre Haute, Ind. Applicant’s 
representative: Warren C. Moberly, 1212 
Fletcher Trust Building, Indianapolis, 
Ind. 46204. Authority sought to operate 
as a contract carrier, by motor vehicle, 
over irregular routes, transporting: Coke, 
scrap iron or steel, for remelting pur­
poses only, from the plant of Central 
Foundries, Division of General' Motors, 
at Danville, HI., to the production plant

of Airco Alloys and Carbide, Division of 
Air Reduction, Inc., at Calvert City, Ky., 
under contract with Airco Alloys and 
Carbide, Division of Air Reduction Com­
pany, Inc. Note : If a hearing is deemed 
necessary, applicant requests it be held 
at Indianapolis, Ind., or Chicago, 111.

No. MC 125182 (Sub-No. 3), filed Sep­
tember 25, 1968. Applicant: W. A.
WELCH, Mabel, Minn. 55954. Applicant’s 
representative: Val M. Higgins, 100 First 
National Bank Building, Minneapolis, 
Minn. Authority sought to operate as a 
conrtact carrier, by motor vehicle, over 
irregular routes, transporting: Malt bev­
erages, in containers and supplies, signs 
and materials used therewith, from Mil­
waukee, Wis., to Spring Grove, Rushford, 
and Rochester, Minn., under contract 
with Spring Grove Bottling Works, Rush- 
ford Bottling Works and Rollies Dis­
tributing Co. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Minneapolis, Minn.

No. MC 126463 (Sub-No. 7), filed Sep­
tember 27, 1968. Applicant: GREER 
BRO. TRUCKING CO., a corporation, 
Post Office Box 187, London, Ky. 40741. 
Applicant’s representative: George M. 
Catlett, 703-706 McClure Building, 
Frankfort, Ky. 40601. Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Salt, in bulk, in dump trucks, from 
Corbin, Ky., to points in West Virginia, 
Virginia, North Carolina, South Caro­
lina, Tennessee, and Kentucky. Note : If 
a hearing is deemed necessary, applicant 
requests it be held at Louisville, Ky., or 
Nashville, Tenn.

No. MC 126555 (Sub-No. 8), filed Sep­
tember 13, 1968. Applicant: UNIVERSAL 
TRANSPORT, INC., Post Office Box 268, 
Rapid City, S. Dak. Applicant’s represen­
tative: Truman A. Stockton, Jr., The 
1650 Grant Street Building, Denver, Colo. 
80203. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Ground 
limestone and limestone products (ex­
cept cement), from points in Colorado to 
points in Arizona, Colorado, Kansas, Ne­
braska, New Mexico, Oklahoma, Texas, 
Utah, and Wyoming. Note : If a hearing 
is deemed necessary, applicant requests 
it be held at Denver, Colo., and Cheyenne, 
Wyo.

No. MC 126844 (Sub-No. 5), filed Sep­
tember 17, 1968. Applicant: R. D. S. 
TRUCKING CO., INC., 931 North Main 
Road, Vineland, N.J. 08360. Applicant’s 
representative: Blanton P. Bergen, 137 
East 36th Street, New York, N.Y. 10016. 
Authority sought to operate as a common 
carrier, by motor vehicle-, over irregular 
routes, transporting: Malt beverages, 
from Hammonton, N.J., to points in Flor­
ida. Note: If a hearing is deemed neces­
sary, applicant requests it be held at 
Washington, D.C.

No. MC 127093 (Sub-No. 9), filed Sep­
tember 13, 1968. Applicant: BASIL J. 
SMEESTER AND JOSEPH G. SMEE- 
STER, a partnership, doing business as 
SMEESTER BROTHERS TRUCKING, 
1330 South Jackson Street, Iron Moun­
tain, Mich. 49801. Applicant’s represent­
ative: Daniel B. Johnson, 716 Perpetual

Building, Washington, D.C. 20004. Au­
thority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
routes, transporting: Gypsum building 
materials (except in bulk) and materials 
and accessories used in the installation 
thereof, from Port Clinton, Ohio, to 
points in Alabama, Florida, Georgia, 
North Carolina, South Carolina, Tennes­
see, Kentucky, and Indiana, under con­
tract with the Celotex Corp., Tampa, 
Fla. Note : Applicant has pending in MC 
129645 and Sub 1 thereunder, applica­
tions for common carrier authority, 
therefore dual operations may be in­
volved. Applicant states that no dupli­
cating authority is being sought. If a 
hearing is deemed necessary, applicant 
requests it be held at Washington, D.C., 
or Chicago, 111.

No. MC 127689 (Sub-No. 22), filed 
September 22, 1968. Applicant: PAS­
CAGOULA DRAYAGE COMPANY, INC., 
705 East Pine Street, Hattiesburg, Miss. 
39401. Applicant’s representative: W. N. 
Innis (same address as applicant). Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregu­
lar routes, transporting: Refrigeration 
equipment, walk-in-type refrigeration 
units, and parts, accessories and assem­
blies for walk-in-type refrigeration units, 
from Laurel, Miss., to points in Illinois, 
Indiana, Michigan, and Ohio. Note : If a 
hearing is deemed necessary, applicant 
requests it be held at Jackson, Miss.

No. MC 128052 (Sub-No. 8), filed Sep­
tember 16, 1968. Applicant: OLIVERIA 
TRUCKING COMPANY, INCORPO­
RATED, 252 Elm Street, Blackstone, 
Mass. 01504. Applicant’s representative: 
Russell B. Curnett, 36 Circuit Drive, 
Edgewood Station, Providence, R.I. 02905. 
Authority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Cement, in bags on 
pallets, on vehicles equipped with me­
chanical loading and unloading devices, 
from Woonsocket, R.I., and Blackstone, 
Mass., to points in Connecticut, Massa­
chusetts, and Rhode Island. Note : If a 
hearing is deemed necessary, applicant 
requests it be held at Providence, R.I., or 
Boston, Mass.

No. MC 128273 (Sub-No. 40) filed Sep­
tember 20, 1968. Applicant: MIDWEST­
ERN EXPRESS, INC., Post Office Box 
189, Fort Scott, Kans. 66701. Applicant’s 
representative: Harry Ross, 848 Warner 
Building, Washington, D.C. 20004. Au­
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: (1) Paper and 
paper products; products produced or 
distributed by manufacturers and con­
verters of paper and paper products (ex­
cept commodities in bulk), from points 
in Talladega County, Ala., to points in 
Arkansas, Kansas, Louisiana, Missouri, 
Nebraska, Oklahoma, and Texas, and (2) 
materials and supplies used in the man­
ufacture and distribution of the above- 
described commodities (except commod­
ities in bulk), and returned and reject­
ed shipments, from the destination 
points in No. (1) above, to points in Tal­
ladega County, Ala. Note: Applicant 
states that no duplicating authority is
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being sought. If a hearing is deemed 
necessary, applicant requests it be held 
at Chicago, 111., or Washington, D.C.

No. MC 128316 (Sub-No. 2), filed Sep­
tember 23, 1968. Applicant: WM.
O’DONELL, INC., Box 367, Elkhom, Wis. 
53121. Applicant’s representative: Wil­
liam C. Dineen, 710 North Plankinton 
Avenue, Milwaukee, Wis. 53203. Author­
ity sought to operate as a common car­
rier, by motor vehicle, over irregular 
routes, transporting: Vegetable oils, in­
cluding lecithin, in bulk in tank vehicles, 
from Mankato, Minn., to Cincinnati, 
Ohio. Note : If a hearing is deemed 
necessary, applicant requests it be held 
at Madison or Milwaukee, Wis.

No. MC 128375 (Sub-No. 24), filed 
September 19, 1968. Applicant: CRETE 
CARRIER CORPORATION, Post Office 
Box 249, Crete, Nebr. 68333. Applicant’s 
representative: Richard A. Peterson, 521 
South 14th Street, Post Office Box 806, 
Lincoln, Nebr. 68501. Authority sought 
to operate as a contract carrier, by mo­
tor vehicle, over irregular routes, trans­
porting: Animal feed and animal feed 
ingredients (except in bulk), (1) between 
points in Pennsylvania, and Princess 
Anne, Md., on the one hand, and, on the 
other, points in Maine, Vermont, New 
Hampshire, Massachusetts, Connecticut, 
Rhode Island, New York (except between 
Allentown, Pa., and Buffalo, N.Y.), New 
Jersey, Delaware, Alabama, Georgia, 
Missouri, Iowa, Texas, Oklahoma, Kan­
sas, South Dakota, North Dakota, New 
Mexico, and the District of Columbia, 
(2) from points in Pennsylvania and 
Princess Anne, Md., to points in Min­
nesota, Wisconsin, Michigan, Illinois, 
Indiana, Ohio, West Virginia, Kentucky, 
Tennessee, and Arkansas, (3) from 
points in Minnesota, Wisconsin, Michi­
gan, Illinois, Indiana, Ohio, West Vir­
ginia, Kentucky, Tennessee, and Arkan­
sas, to points in Pennsylvania (except 
Allentown, Pa.), and Princess Anne, Md.,
(4) between points in Pennsylvania (ex­
cept Allentown, Pa.) and Princess Anne, 
Md., on the one hand, and, on the other, 
points in Maryland, Virginia, North 
Carolina, South Carolina, Florida, Loui­
siana, and Mississippi, (5) between 
Princess Anne, Md., and points in Ne­
braska, and (6) between points in Penn­
sylvania, and points in Nebraska (except 
Crete, Nebr.), under contract with Allen 
Products Co., Inc. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Lincoln, Nebr.

No. MC 128650 (Sub-No. 1), filed 
September 23, 1968. Applicant: JOHN 
B. JOY, INC., Rural Free Delivery No. 1, 
Taneytown, Md. 21787. Applicant’s rep­
resentative: Donald E. Freeman, 172 
East Green Street, Post Office Box 806, 
Westminster, Md. 21157. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Brick and clay products, 
(1) from Rocky Ridge, Md., to points in 
Connecticut, Massachusetts, New York, 
New Jersey, and Rhode Island, and (2) 
from Rossville, Md., to points in Mary­
land, West Virginia, Virginia, Delaware,- 
Connecticut, Massachusetts, New York, 
New Jersey, Rhode Island, and the Dis­

trict of Columbia. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Washington, D.C., or Balti­
more, Md.

No. MC 128922 (Sub-No. 1) (Amend­
ment), filed August 28, 1968, published 
in F ederal R egister issue of Septem­
ber 19, 1968, amended September 18, 
1968, and republished as amended this 
issue. Applicant: CHESTER FRY AND 
MARIE E. FRY, a partnership, doing 
business as FRY TRUCKING, Wilton 
Junction, Iowa 52778, Applicant’s repre­
sentative: Kenneth F. Dudley, 901 South 
Madison Avenue, Post Office Box 279, 
Ottumwa, Iowa 52501. Authority sought 
to operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: (1) Animal and pSultry feed con­
centrates, animal and poultry feed in­
gredients, mineral feed supplements, 
mixtures of trace minerals, livestock in­
secticides, livestock medicines, and dis­
infectants, from Cedar Rapids and 
Davenport, Iowa; Quincy, 111., and Mil­
waukee, Wis., to poinis in Alabama, 
Arkansas, Georgia, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Michigan, Min­
nesota, Mississippi, Missouri, Nebraska, 
Ohio, Oklahoma, Pennsylvania, South 
Dakota, Tennessee, Virgina, West Vir­
ginia, Wisconsin, and Colorado; (2) 
animal and poultry feed ingredients, and 
new empty containers, from points in 
Alabama, Arkansas, Colorado, Georgia, 
Illinois, Indiana, Iowa, Kansas, Ken­
tucky, Michigan, Minnesota, Mississippi, 
Missouri, Nebraska, Ohio, Oklahoma, 
Pennsylvania, South Dakota, Tennessee, 
Virginia, West Virginia, and Wisconsin, 
to Cedar Rapids, Davenport, and Marion, 
Iowa; Quincy, 111., and Milwaukee, Wis.,
(3) binder and baler twine, from Mil­
waukee, Wis., to Davenport, Iowa; and
(4) livestock and poultry feeds, between 
Kansas City, Mo., Geneseo, 111., and Nor­
folk, Nebr. Note : The purpose of this 
republication is to add “Colorado” as a 
destination State in (1) above, and as 
an origin State in (2) above. Applicant is 
authorized to operate as a contract car­
rier under MC 125871 and MC 125871 
Sub 1, therefore, dual operations may be 
involved. Applicant further states that 
all authority contained therein is in­
cluded in that sought here, except for a 
grant of disk harrows, from Hutchinson, 
Kans., to Wheatland, Iowa. Upon a grant 
here, applicant requests that the permits 
be cancelled. If a hearing is deemed 
necessary, applicant requests it be held 
at Des Moines, or Chicago, 111.

No. MC 129697 (Sub-No. 2), filed Sep­
tember 13, 1968. Applicant: RAUL
TOMAYO A. AND JOSE ALFONSO 
GRIJALVA, a partnership, Avenue 
Juarez 544, Ensenada, Baja California, 
Mexico. Applicant’s representative: Mil- 
ton W. Flack, 1813 Wilshire Boulevard, 
Los Angeles, Calif. 90057. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Tin plate and fibre con­
tainers, from points in Los Angeles, 
Riverside, Orange, and San Bernardino, 
Counties, Calif., to the port of entry on 
the international boundary line between 
the United States and Mexico, at or near

San Ysidro, Calif., under contract with 
Fabricas Monterrey, S.A. N o te : If a 
hearing is deemed necessary, applicant 
requests it be held at Los Angeles, Calif.

No. MC 129843 filed April 15,1968. Ap­
plicant: QUADRA CARTAGE, INC., 1474 
West Broadway, Vancouver, British Co­
lumbia, Canada. Applicant’s representa­
tive: M. Mahar (same address as 
applicant). Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: ’ 
Theatrical equipment, including scenery, 
wardrobes, properties and electrical sup­
plies used for theatrical products; and 
musical instruments, between ports of 
entry on the international boundary line 
between the United States and Canada 
located in Washington, and points in 
Washington and Oregon. N ote : If a 
hearing is deemed necessary, applicant 
requests it be held at Seattle, Wash.

No. MC 133017 (Sub-No. 1), filed Sep­
tember 18, 1968. Applicant: AMBROSE 
DISTRIBUTING CO., a corporation, 
Post Office Box 3346, Butte, Mont. 59701. 
Applicant’s representative: Harry D. 
Pugsley, 400 El Paso Gas Building, Salt 
Lake City, Utah 84111. Authority sought 
to operate as a contract carrier, by motor 
vehicle, over irregular routes, transport­
ing: Frozen potato products and frozen 
fish, from Twin Falls, Idaho, to points 
in Nevada, California, and Utah, under 
contract with Idaho Frozen Foods. Notk: 
If a hearing is deemed necessary, appli­
cant requests it be held at Boise, Idaho.

No. MC 133045 (Sub-No. 2), filed Sep­
tember 20, 1968. Applicant: E. N. CUR­
TIS AND C. C. CURTIS, a partnership, 
doing business as CURTIS BROTHERS 
TRUCKING COMPANY, Route 6, Box 
221E, Falmouth, Va. 22401. Applicant’s 
representative: Daniel B. Johnson, 716 
Perpetual Building, Washington, D.C. 
20004. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Wooden 
box spring frames, from Massaponax, 
Va., to points in New York, Pennsylvania, 
Maryland, Delaware, New Jersey, Vir­
ginia, West Virginia, North Carolina, 
South Carolina, and the District of 
Columbia, under contract with Clay- 
borne Beck and Son. Note : If a hearing 
is deemed necessary, applicant requests 
it be held at Washington, D.C.

No. MC 133060 (Sub-No. 1), filed Sep­
tember 16,1968. Applicant: WILLARD F. 
BALZHISER AND HAROLD L. BALZ- 
HISER, a partnership, doing business 
as BALZHISER BROS., 3301 Colerain 
Avenue, Cincinnati, Ohio 45225. Appli­
cant’s representative: Bruce Lester, 8. 
East 5th Street, Newport, Ky. 41071. Au­
thority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
r o u t e s , t r a n s p o r t in g  : (1) Women’s 
dresses and sportswear on hangers and 
racks, from Cynthiana, Ky., to Cincin­
nati, Ohio, and (2) hangers and racks 
on the return, under contract with Wolf- 
son Manufacturing Co., Cynthiana, Ky., 
and Fashion Frocks, Inc., Cincinnati, 
Ohio. N o t e : If a hearing is deemed nec­
essary, applicant requests it be held at 
Newport or Covington, Ky., or Cincin­
nati, Ohio.
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No. MC 133066 filed August 2, 1968. 
Applicant: THURMAN LEE HESTER, 
doing busihess as T. L. HESTER TRUCK 
SERVICE., 904 South Howard, Moore, 
Okla. 73060. Applicant’s representative: 
David Pomeroy, 300 Investors Capital 
Building; 217 North Harvey, Oklahoma 
City, Okla. 73102. Authority sought to 
operate as a contract carrier, by motor 
vehicle, over irregular routes, transport­
ing: CD Raw paper, from Bastrop, La., 
to the site of Marco Paper Products Co., 
in San Rafael,.Calif., and (2) paper prod­
ucts (finished), from the site of Marco 
Paper Products Co. in San Rafael, Calif., 
to points in Alabama, Arizona, Arkansas, 
California, Florida, Georgia, Illinois, In­
diana, Iowa, Kansas, Kentucky, Min­
nesota, Missouri, Mississippi, New Mex­
ico, North Carolina, Oklahoma, South 
Carolina, Tennessee, Texas, Virginia, 
West Virginia, Wisconsin, and Louisiana; 
under contract with Marco Paper Prod­
ucts Co., in San Rafael; Calif. Note: If 
a hearing' is deemed necessary, applicant 
requests it be held at Oklahoma City, 
Okla..

No. MC 133072 (Sub-No. 2), filed Sep­
tember 24, 1968, Applicant: VITO PA- 
LUMBO,. doing business as. WILLIAM 
PALUMBO TRUCKING, 67 Greenwich 
Street, New York, N.Y. 10006. Applicant’s 
representative: William D. Traub, 10 
East 40th Street, New York, N.Y. 10016. 
Authority sought to operate as a con­
tract carrier, by motor vehicle, over ir­
regular routes, transporting n Business 
forms, from the site of warehouse of 
Uarco, Inc., at Carlstadt, N.J., to ship­
per’s customers located in New York, 
N.Y., under contract with Uarco, Inc., 
Carlstadt, N.J. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at New York, N.Y., or Newark, 
N.J.

No. MC 133074- (Sub-No. 1), filed Sep­
tember 23, 1968. Applicant: A. N. WEB­
BER, Chebanse, HI. 60922. Applicant’s 
representative: Paul J. Maguire, 111 West 
Washington' Street, Chicago, HI. 60602. 
Authority sought to operate as a com­
mon carrier, by motor vehicle, over ir­
regular routes, transporting: iron and 
steel articles as described in Appendix 
V Group HI in Motor Carrier Certificate 
SI M.C.C. 209, from the plantsites of 
Jones & McKnight, Inc., at Bradley, HI., 
and Indian Oaks, HL, to road or build­
ing construction sites to points in In­
diana. Note : If a hearing is deemed nec­
essary, applicant requests it be held at 
Chicago, HI., or Kankakee, 111.

No. MC 133111 (Sub-No. 1) (Correc­
tion), filed August 21, 1968, published in 
the Federal R egister issue o f Septem­
ber 12, 1968, and republished as cor­
rected this issue. Applicant:. J O T  
TRANSPORT, INC., 7990 National 
Highway, Pennsauken, N.J. 08110. Appli­
cant’s representative: Charles E. Creager, 
5507 Sarril Road, Baltimore; Md. 
J1206. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: General 
commodities, except classes A and B 
explosives, household goods, as defined 
h i “ 16 Commission, and" commodities in 

between Pennsauken, N.J., on the 
ne band, and, on the other, points in

New York, New Jersey, Pennsylvania, 
Delaware, Maryland, District o f  Colum­
bia, and Virginia under contract with 
Malloy Warehouse & Distribution Gorp. 
Note: The purpose of this republication 
is to correctly set forth the applicant as 
a; contract carrier in lieu of Common. If 
a* hearing is deemed necessary, applicant 
requests it be held at Washington, D.G.

No. MC 133152 (Sub-No. 1), filed 
September 18, 1968. Applicant: MID- 
FLORIDA VAN LINES, INC., Post Office 
Box 338, U.S. Highway 1, North of Cideo 
Park, Cocoa, Fla. 32922. Applicant’s rep­
resentative: Alan F. Wohlstetter, 1 Far- 
ragut Square South, Washington, D.C. 
20006. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Used 
household goods, between points in 
Brevard, Volusia, Indian River, Okee­
chobee, Martin,, and St,. Lucie. Counties, 
Fla., restricted to the transportation of 
traffic having a prior or subsequent 
movement, in containers, beyond said 
points, and further restricted to the per­
formance of pickup and delivery service 
in connection with packing, crating and 
containerization or unpacking, uncrat­
ing, and decontainerization of said traf­
fic. Note: If a hearing is deemed neces­
sary, applicant requests it be held at 
Orlando, Fla., or Washington, D.C.

No. MC 133170, filed September 13, 
1968. Applicant: THERON B. PORTER, 
doing business as PORTER DISTRD3- 
UTING COMPANY, 1920 North Main, 
Pocatello, Idaho 83201. Applicant’s repre­
sentative: John B. Kugler, Spaulding 
Building, Post Office Box 1392;, Pocatello, 
Idaho 83201. Authority sought to oper­
ate as a contract carrier, by motor 
vehicle, over irregular routes, transport­
ing: Beer, ate, and malt liquors, from 
Portland, Oreg., to Twin Falls, Pocatello, 
and Idaho Falls, Idaho, and’ empty bar­
rels, bottles, and pallets, on return, under 
contract, with Eagle Rock Distributing 
Co., Inc., and Del’s Distributing Co.,, Inc. 
Note:, If a hearing is deemed necessary, 
applicant requests it be held at Pocatello 
or Boise, Idaho.

No. MC 133174, filed September 16, 
1968. Applicant: LEWIS TRANSFER 
AND STORAGET CO.,. INCL, 218 South­
west Second Street, Grand Prairie, Tex. 
Applicant’s representative: W. Scott 
Clark, Fort Worth Club Building, Fort 
Worth, Tex. 76102. Authority sought to 
operate as a common carrier, by motor 
vehicle, over irregular routes, transport­
ing: Household goods as defined by the 
Commission, between points within the 
Dallas-Fort Worth commercial zones. 
Note: Common control may be involved. 
If a  hearing is deemed necessary, ap­
plicant requests it be held at Fort Worth 
or Dallas, Tex.

No. MC 133175; filed September 16, 
1968. Applicant: METALS TRANSPORT 
CO., a corporation; 1140 Poland Avenue, 
Youngstown; Ohio 44502. Applicant’s 
representative: Richard H. Brandon, 
79 East State Street, Columbus, Ohio 
43215. Authority sought to operate as 
a contract carrier, by motor vehicle, 
over irregular routes, transporting: (1) 
Steel buildings and (2) building sections, 
panels, materialb, parts and accessories,

from Niles and Youngstown, Ohio, to St. 
Louis, Mo., and points in Connecticut, 
Delaware, District o f Columbia, Illinois, 
Indiana, Kentucky, Maine, Maryland, 
Massachusetts, Michigan, New Hamp­
shire, New Jersey, New York, Pennsyl­
vania, Rhode Island* Vermont, Virginia, 
West Virginia, and Wisconsin. Note : If 
a hearing is deemed necessary , applicant 
requests it be held at Columbus, Ohio.

No. MC 133176, filed September 16, 
1968. Applicant: E. P. I. TRANSPORT 
Cb., a corporation, 1844 Ardmore Boule­
vard, Pittsburgh, Pa. 15221. Applicant’s 
representative: Gerald S. Lesher, 1018 
Frick Building, Pittsburgh, Pa. 15219. 
Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Metal 
roof deck, windows, doors, curtain 
walls and materials used in the pro­
duction of metal roof deck, jwindows, 
curtain walls (except commodities in bulk 
in tank cars) , between the plant of Epic 
Metals Corp. in Braddock, Pa., and 
points in Connecticut, Delaware, Illinois, 
Indiana, Kentucky, Maine, Maryland, 
Massachusetts, Michigan, New Hamp­
shire, New Jersey, New York, Ohio* Rhode 
Island, Vermont, Virginia* West Virginia, 
Wisconsin, and the District of Columbia, 
under contract with Engineered Prod­
ucts, Inc;, Forest Hills, Pa. Note : If a 
hearing is dfeemed necessary, applicant 
requests it be held at Pittsburgh, Pa., or 
W ashington, D.C.

No. MC 133178, filed September 19, 
1968. Applicant: PAPER CARGO COR­
PORATION, 326Q Chicago Drive, Grand- 
ville, Mich. 49418. Applicant’s representa­
tive : Rex Eames, 900 Guardian Building, 
Detroit, Mich. 48226. Authority sought to 
operate as a contract carrier, by motor 
vehicle, over irregular routes, transport­
ing: (1) Paper, paper products and waste 
paper, from Grand Rapids, Mich., to 
points in Ohio, Indiana, and Hlinois, and 
(2) materials, equipment and supplies 
used in the manufacturing or processing 
of paper, paper products, or waste paper, 
fronr points in Ohio, Indiana, and Illi­
nois, to Grand Rapids, Mich., under con­
tract with Bell Fibre Products Corp. 
Note: I f  a hearing is deemed necessary, 
applicant requests it be held at Detroit 
or Lansing; Mich.

No.. MC 133179, filed September 18, 
1968. Applicant: LAWRENCE C. ROG­
ERS, Box 895, White River Junction, Vt. 
05001. Applicant’s representative: Wil­
liam A. Baker, 24 Hanover Street, Leb­
anon, N.H. 03766, Authority sought to 
operate as a contract carrier by motor 
vehicle, over irregular routes, transport­
ing: Snowmobiles and related commodi­
ties including accessories and part for 
such vehicles, from Randolph, Vt., to 
points in Connecticut, Rhode Island, 
Massachusetts, New Hampshire, Maine, 
and Vermont, and to ports of entry on the 
international boundary line between the 
United States and Canada, located at 
points in Maine,”*New Hampshire, Ver­
mont, and New York, under contract with 
Rodeo, Inc., Randolph, Vt. Note: If a 
hearing is deemed necessary, applicant 
requests it be held at Concord, N.H.

No. MC 133180, filed September 12, 
1968. Applicant: ALL TRUCKING
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CORP., 3515 West 51st Street, Chicago, 
111. Applicant’s representative: Robert H. 
Levy, 29 South La Salle Street, Chicago, 
111. 60603. Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: New 
Furniture, in cartons, from Chicago, 111., 
to jxjints in Illinois, Indiana, Wisconsin, 
and Michigan. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Chicago, 111.

No. MC 133181, filed September 18, 
1968. Applicant: CARLOS M. HOPE 
ELECTRIC CO., INC., 2352 Northeast 18 
Terrace, Gainesville, Fla. 32601. Appli­
cant’s representative: Martin Sack, Jr., 
1754 Gulf Life Tower, Jacksonville, Fla. 
32207. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Telephone 
equipment, materials and supplies, be­
tween Gainesville, Fla., and points in 
Alachua, Union, Columbia, Gilchrist, 
Levy, Lafayette, Dixie, Suwannee, Taylor, 
Madison, Putnam, Bradford, Marion, 
Hamilton, Clay, and Jefferson Counties, 
Fla., under contract with Western Elec­
tric Co., Inc. Note : If a hearing is 
deemed necessary, applicant requests it 
be held at Jacksonville, Fla., Winston- 
Salem, or Charlotte, N.C.

No. MC 133190, filed September 23, 
1968. Applicant: M O R G A N T O W N  
TRUCKING CO., INCORPORATED, 
Post Office Box 72, Morgantown, Ky: Ap­
plicant’s representative: James Clarence 
Evans, Third National Bank Building, 
Nashville, Tenn. 37219. Authority sought 
to operate as a common carrier, by motor 
vehicle, over regular routes, transport­
ing: General commodities, except those 
of unusual value, classes A and B explo­
sives, household goods as defined by the 
Commission, commodities in bulk and 
those requiring special equipment, be­
tween Nashville, Tenn., and Morgantown, 
Ky., serving those intermediate points 
which are located in Butler- County, Ky., 
(1) from Nashville over U.S. Highway 41 
to Springfield, Tenn., thence over U.S. 
Highway 431 to Russellville, Ky., thence 
over Kentucky Highway 79 to its junc­
tion with U.S. Highway 231, thence over 
U.S. Highway 231 to Morgantown, and 
return over the same route, and (2) from 
Nashville over U.S. Highway 31W to 
Bowling Green, Ky., thence over U.S. 
Highway 231 to Morgantown and return 
over the same route. Note : If a hearing 
is deemed necessary, applicant requests 
it be held at Nashville, Tenn.

No. MC 133193, filed September 25, 
1968. Applicant: JAMES ANDREWS, 
doing business as JAMES ANDREWS 
TRUCKING CO., 550 Shepherd Avenue, 
Brooklyn, N.Y. 11208. Applicant’s repre­
sentative: John L. Alfano, 2 West 45th 
Street, New York, N.Y. 10036. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Wearing apparel, loose 
and in containers, from Inwood, N.Y., to 
New York, N.Y., and points in Bergen, 
Essex, Hudson, Passaic, and Union 
Counties, N.J., under contract with Gray 
Togs, Inc. Note: If a hearing is deemed 
necessary, applicant requests it be held 
at New York, N.Y.

M otor Carriers of Passengers

No. MC 50959 (Sub-No. 22), filed Sep­
tember 13, 1968. Applicant: THE CIN- 
C ININ ATI, NEWPORT AND COVING­
TON TRANSPORTATION COMPANY, 
a corporation, 11th and Lowell Streets, 
Newport, Ky. 41071. Applicant’s repre­
sentative: John J. O’Hara, 203 Scott 
Street, Covington, Ky. 41011. Authority 
sought to operate as a common carrier, 
by motor vehicle, over regular and ir­
regular routes, transporting: Pas­
sengers and their baggage and express 
and newspapers in the same vehicle 
with passengers. Regular route: Between 
Cincinnati, Ohio, and Frontier Worlds, 
Boone County, Ky., from Cincinnati over 
Interstate Highway 75 to a point near 
the intersection of Interstate Highways 
75 and 71, thence over local access roads 
to Frontier Worlds, and return over the 
same route serving all intermediate 
points. Irregular route: Passengers and 
their baggage and express and' newspa­
pers, in the same vehicle with passengers, 
in special and charter operations, begin­
ning and ending at authorized points on 
the regular routes of the applicant as 
authorizedTn MC 50959 and Subs there­
under, located in Kenton, Campbell, and 
Boone Counties, Ky., and at Cincinnati, 
Ohio, and extending to and including the 
site of Frontier Worlds near the junc­
tion of Interstate Highways 75 and 71 
in Boone County, Ky. Note : If a hear­
ing is deemed necessary, applicant re­
quests it be held at Covington, Ky., or 
Cincinnati, Ohio.

No. MC 133171, filed September 9,1968. 
Applicant: POTASH MINES TRANS­
PORTATION COMPANY, INC., 302 
South Canyon, Carlsbad, N. Mex. Appli­
cant’s representative: Dick A. Blenden 
HOV2 North Canyon, Carlsbad, N. Mex. 
88220. Authority sought to operate as a 
common carrier, by motor vehicle, over 
regular routes, transporting: Passengers, 
and express not to exceed 100 pounds in 
the same vehicle with passengers, be­
tween Carlsbad, N. Mex., and the Duval 
Sulphur and Potash Co. minesite in Cul­
berson County, Tex., from Carlsbad over 
U.S. Highway 285 approximately 45 miles 
to Orla, Tex., thence over unnumbered 
roads approximately 18 miles to DuVal 
Sulphur and Potash Co. minesite in Cul­
berson County, Tex., and return over the 
same route, serving the intermediate 
points of Loving and Malaga, N. Mex., 
and Orla, Tex. Note: If a hearing is 
deemed necessary, applicant requests it 
be held at Albuquerque, N. Mex.

By the Commission.
[ seal] H. Neil G arson,

Secretary.
[P.R. qpc. 68-12268; Piled, Oct. 9, 1968;

8:45 a.m.]

FOURTH SECTION APPLICATIONS 
FOR RELIEF

October 7, 1968.
Protects to the granting of an appli­

cation must be prepared in accordance 
with Rule 1100.40 of the general rules 
of practice (49 CFR 1100.40) and filed

within 15 days fram the date of publi-1 
cation of this notice in the Federal 
R egister.

Long- and-S hort Haul

FSA No. 41461—Sodium sulphydrate to 
points in Alabama-. Filed by Traffic Ex-1 
ecutive Association-Eastern Railroads, ] 
agent (E.R. No. 2922), for interested rail 
carriers. Rates on sodium sulphydrate, 
in tankoarloads, from Niagara Falls and 
Suspension Bridge, N.Y., and Natrium, 
W. Va., to Avondale, Birmingham, De- j 
mopolis, and Green Tree, Ala.

Grounds for relief—Market competi-! 
tion.

Tariffs—Supplements 53 and 223 to] 
Traffic Executive Association-Eastern 
Railroads, agent, tariffs ICC C-611 and 
C-334, respectively.

FSA No. 41462—Sugar, beet or cane, 
from Minnesota and North Dakota to 
southwestern points* Filed by Southwest­
ern Freight Bureau, agent (No. B-9117), 
for interested rail carriers. Rates on 
sugar, beet or cane, in carloads, from 
Bingham, East Grand Forks, and Wilds, 
Minn., and Drayton, N. Dak., to Spring-' 
dale, Ark., Wichita, Kans., Oklahoma 
City, Okla., Dallas, Fort Worth, and Gar­
land, Tex.

Grounds for relief—Market competi­
tion.

Tariffs—Supplement 157 to South­
western Freight Bureau, agent,') tariff 
ICC 4645, and 3 other schedules named 
in the application.

By the Commission.
[seal] H. Neil G arson,

Secretary.
[P.R. Doc. 68-12339; Piled, Oct. 9, 1968;

8:48 a.m.]

[Notice 706] *
MOTOR CARRIER TEMPORARY 

AUTHORITY APPLICATIONS
October 7, 1968.

The following are notices of filing of 
applications for temporary authority un­
der section 210a(a) of the Interstate 
Commerce Act provided for under the 
new rules of Ex Parte No. MC-67 (49 
Part CFR 340), published in the Federal 
R egister, issue of April 27,1965, effective 
July 1, 1965. These rules provide that 
protests to the granting of an applica­
tion must be filed with the field official 
named in the Federal R egister publica­
tion, within 15 calendar days after the 
date of notice of the filing of the appli­
cation is published in the Federal Reg­
ister. One copy of such protest must 
be served on the applicant, or its author­
ized representative, if any, and the pro­
tests must certify that such service has 
been made. The protests must be spe­
cific as to the service which such Pro­
testant can and will offer, and must 
consist of a signed original and six copies.

A copy of the application is oh ffie> 
and can be examined at the Office 01 
the Secretary, Interstate Commerce 
Commission, Washington, D.C., and also 
in the field office to which protests are 
to be transmitted.
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Motor Carriers of P roperty

No. MC 2229- (Sub-No. 147 TA), filed 
October li 1968. Applicant: BED BALL 
MOTOR FREIGHT, INC., 3177 Irving 
Boulevard*. Post Office Box 47407, Dallas, 
Tex. 75247; Applicant’s representative: 
Jerry Prestridge (same address as 
above) . Authority sought to operate as 
a common; carrier, by motor vehicle, over 
regular routes, transporting: General 
commodities (except household goods 
as defined by the Commission, classes A 
and B explosives, commodities in bulk, 
and commodities which because of size 
or weight require special equipment), 
serving the plantsite of Pineville Kraft 
Corp. near Pineville, La., as an off-route 
point in connection with carrier’s other­
wise presently authorized regular route 
operation, for 180 days. Note: Applicant 
intends to tack with existing authority. 
Supporting shipper: Pineville Kraft 
Corp., Post Office Box 870, Pineville, La. 
71360. Send protests to: E. K. Willis, Jr., 
District Supervisor, Interstate Commerce 
Commission, Bureau of Operations, 513 
Thomas Building, 1314 Wood Street, 
Dallas, Tex. 75202.

No. MC 18416 (Sub-No. 14 TA), filed 
October 2, 1968. Applicant: CLAWGES 
TRANSFER CO., a corporation, Post Of­
fice Box 2158, University Avenue, Mor­
gantown, W. Va. 26505. Applicant’s rep­
resentative: J. A. Bibby, Jr:, Suite 504 
Security Building, Charleston, W. Va. 
25301. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Packing­
house products, between Morgantown, 
Monongalia County, W. Va., on the one 
hand, and,, on the other, points within a 
radius of 200 miles of Morgantown, for 
180 days. Supporting shipper: Hygrade 
Pood Products Corp., Post Office Drawer 
1235, Richmond, Va. 23209. Send protests 
to: Joseph A. Niggemyer, District Su­
pervisor, Bureau of Operations, Inter­
state Commerce Commission, 531 Hawley 
Building, Wheeling, W. Va. 26003.

No. MC 51146 (Sub-No. 108 TA), filed 
October 3,1968. Applicant: SCHNEIDER 
TRANSPORT & STORAGE, INC., 817 
McDonald Street, Green Bay, Wis. 54303. 
Applicant’s representative: D. J. Schnei­
der (same address as above). Authority 
sought to operate a common carrier, by 
motor vehicle, over irregular routes, 
transporting: Paper and paper products; 
products produced or distributed by 
manufacturers and converters of paper 
and paper products, from Adams, Wis., 
to points in Minnesota, Iowa, Missouri, 
Illinois, Ohio, Indiana, Wisconsin, and 
Michigan, for 180 days. Supporting 
shipper: Lewis Containers, Inc., Adams, 
Wis. 53910, E. W. Le^is, President. Send 
Protests to: District Supervisor Lyle D. 
Heifer, Interstate Commerce Commis­
sion, Bureau of Operations, 135 West 
Wells Street, Room 807, Milwaukee, Wis. 
53203.

No. MC 74695 (Sub-No. 10 TA), filed 
October 3, 1968. Applicant: SOUTHERN 
TRUCKING COMPANY, 101 Broad 
Avenue, Fairview, N.J. 07022. Applicant’s 
representative: Robert B. Pepper, 297 
Academy Street, Jersey City, N.Y. 07306. 
Authority sought to operate as a contract

carrier, by motor vehicle, over irregular 
routes, transporting: Industrial gases, in 
cylinders* from Morrisville, Pa., to plant- 
site and warehouse of National Cylinder 
Gas Co.,. North Bergen, N.J.; empty gas 
cylinders, from North Bergen  ̂ N.J., to 
Morrisville, Pa., for 150 days. Support­
ing shipper: National Cylinder Gas, 840 
North Michigan Avenue, Chicago, 111. 
60611. Send protests to: District Super­
visor Joel Morrows, Interstate Com­
merce Commission, Bureau of Opera­
tions, 970 Broad Street, Newark, N.J. 
07102.

"No. MC 115379 (Sub-No. 34 TA), filed 
October 3, 1968; Applicant: JOHN D. 
BOHR, INC., Post Office Box 217, Ann- 
ville, Pa. 17003. Applicant’s representa­
tive: Christain V. Graf, 407 N. Front 
Street, Harrisburg, Pa. 17101. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Poultry meal, in bulk, 
from points in Dauphin, Lebanon and 
Lancaster Counties, Pa., to Battle Creek, 
Mich., for 180 days. Supporting shippers: 
By-Products, Inc., Post Office Box 1411, 
Wilmington, Del. 19899 ; Ralston Purina 
Co., Checkerboard Square, St. Louis, Mo. 
63199. Send protests to: Robert W. 
Ritenour, District Supervisor, Interstate 
Commerce Commission, Bureau of Op­
erations, 218 Central Industrial Build­
ing* 100 North Cameron Street, Harris­
burg, Pa. 17101.

No. MC 123061 (Sub-No. 45 TA) (Re­
publication), filed September 9, 1968, 
published F ederal R egister, issue of 
September 14, 1968, and republished as 
corrected this issue. Applicant: LEA- 
THAM BROTHERS, INC., 46 Orange 
Street, Salt Lake City, Utah 84104. Appli­
cant’s representative: Harry D. Pugsley, 
Suite 400, El Paso Gas Building, 315 East 
Second South Street, Salt Lake City, 
Utah 84111. Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: Lum­
ber and lumber ■ mill products, from 
points in Clearwater, Idaho, Nezperce, 
Latah, Lewis, and Boundary Counties, 
Idaho, to points in Colorado, for 180 
days. Note: The purpose of this re­
publication is to show the origin points 
as counties located in Idaho. Support­
ing shipper: Lumber-Jack Wholesale 
Building Materials Co., Post Office Box 
1376, Englewood, Colo. 80110. Send pro­
tests to: John T. Vaughan, District Su­
pervisor, Bureau of Operations, Inter­
state Commerce Commission, 6201 Fed­
eral Building, Salt Lake City, Utah 84111.

No. MC 124004 (Sub-No. 11 TA), filed 
October 3, 1968. Applicant: RICHARD 
DAHN, INC., West Mountain Road, Post 
Office Box 228, Rural Delivery No. 1, 
Sparta, N.J. 07871. Applicant’s represent­
ative: George A. Olsen, 69 Tonnele Ave­
nue, Jersey City, N.J. 07306. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Quarry products, from 
points in Lewis County, N.Y., to Wash­
ington, D.C., for 150 days. Supporting 
shipper: Terrazzo & Marble Supply Co., 
Inc., 7 Mount Prospect Avenue, Post 
Office Box 1, Clifton, N.J. 07015. Send 
protests tot District Supervisor Joel 
Morrows, Bureau of Operations, Inteiv-

state Commerce Commission; 970 Broad 
Street, Newark, N.J, 07102.

No. MC 127951 (Sub-No. 6 TA), filed 
October 2, 1968. Applicant: SOUTH­
EASTERN CARRIERS, INC., 887 North­
east 145th Street, North Miami, Fla. 
33161. Applicant’s representative: Ber­
nante. Pèstcoe, Suite 708, City National 
Bank Building, 25 West Flagler Street, 
Miami, Fla. 33130. Authority sought to 
operate as a contract carrier, by motor 
vehicle, over irregular routes, transport­
ing: (1) Carpet underlay and adhesives, 
from Barrington, R.I., Fall River; Mass.; 
and Saylesville, R I ,  to points in Florida; 
(2) carpeting, from Edgemore, Del., and 
Hightstown, N.J., to points in Florida, for 
180 days. Supporting shipper: Northern 
Distributors, Inc., 2400 Northwest 75th 
Street, Miami, Fla. 33147. Send protests 
to: District Supervisor Joseph B. Teich- 
ert, Bureau of Operations, Interstate 
Commerce Commission, Room 1226, 51 
Southwest First Avenue, Miami, Fla. 
33130.

No. MC 133163 (Sub-No. 1 TA), filed 
October 2, 1968. Applicant: TRIANGLE 
TRUCKING CO., 620 Seventh Street, 
San Francisco, Calif. 94103. Applicant’s 
representative : Daniel W - Baker, 405 
Montgomery Street, San Francisco, 
Calif. 94104. Authority sought to operate 
as a common carrier, by motor vehicle, 
over irregular routes, transporting: Fur­
niture, crated and uncrated, and furni­
ture parts, from San Francisco, Calif., 
to points in Sonoma, Napa Yolo, Sacra­
mento, San Joaquin, Stanislaus, Merced, 
San Benito, Monterey, Santa Cruz, Santa 
Clara, San Mateo, San Francisco, Marin, 
Solano, Contra Costa, and Alameda 
Counties, Calif., and return movements of 
returned or damaged shipments of said 
commodities from the above-specified 
destination points to San Francisco, for 
150 days. Supporting shippers: There are 
approximately 23 statements of support 
attached to the application, which may 
be examined here at the Interstate Com­
merce Commission in Washington, D.C., 
or copies thereof which may be examined 
at the field office named below. Send pro­
tests to: District Supervisor Claud W. 
Reeves, Interstate Commerce Commis­
sion, Bureau of Operations, 450 Golden 
Gate Avenue, Box 36004, San Francisco, 
Calif. 94102.

No. MC 133199 TA, filed October 2, 
1968. Applicant: RAYMOND BARTLE- 
SON, doing business as COLORADO 
CONTRACT CARRIER, 1230 Seventh 
Street, Denver, Colo. 80204. Authority 
sought,to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: (1) Pickles, and peppers in 
jars, drums, and cans, from Denver and 
Fort Collins, Colo., to points in Okla­
homa, Kansas, Texas, and New Mexico; 
(2) salt for processing pickles and pep­
pers, from Lyons and Hutchinson, Kans., 
to Fort Collins and Denver, Colo.; (3) 
sugar for processing pickles and pep­
pers, from Hereford and Amarillo, Tex., 
to Denver and Fort Collins, Colo.; (4) 
glass jars for pickles and peppers, from 
Ada, Muskogee, San Springs, and Okmul­
gee, Okla., and Waco, Tev., to Denver 
and Fort Collins, Colo.; (5) pickles, and
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peppers, In jars, from Albuquerque, 
N. Mex., to Denver, Colo., origins in Den­
ver, Port Collins, Colo., and Albuquerque, 
N. Mex., and destinations in Denver and 
Port Collins, Colo., and Albuquerque, 
N. Mex., are the plantsites of Dreher 
Pickle- Co. and C & S Packing Co., a 
wholly owned subsidiary of Dreher 
Pickle Co., for 180 days. Supporting ship­
per: Dreher Pickle Co., 860 Navajo 
Street, Denver, Colo. 80204. Send protests 
to: District Supervisor Herbert C. Ruoff, 
Interstate Commerce Commission, Bu­
reau of Operations, 2022 Federal Build­
ing, Denver, Colo. 80202.

By the Commission.
[seal] H. Neil Garson,

Secretary.
[F.R. Doc. 68-12340; Filed, Oct. 9, 1968;

8:48 a.m.]

[Notice 224]
MOTOR CARRIER TRANSFER 

PROCEEDINGS
O ctober 7,1968.

Synopses of orders entered pursuant 
to section 212(b) of the Interstate Com­
merce Act, and rules and regulations 
prescribed thereunder (49 CFR Part 
1132), appear below:

As provided in the Commission’s spe­
cial rules of practice any interested per­
son may file a petition seeking reconsid­
eration of the following numbered pro­
ceedings 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 post­
pone the effective date of the order in 
that proceeding pending its disposition. 
The matters relied upon by petitioners 
must be specified in their petitions with 
particularity.

No. MC-FC-70755. By order of October 
2,1968, the Transfer Board approved the 
transfer to New Truck Lines, Inc., Perry,

Fla., of that portion of the operating 
rights in certificate No. MC-109430 is­
sued January 23, 1968, to Equipment 
Transport, Inc., West Columbia, S.C., au­
thorizing the transportation of heavy 
machinery which requires special equip­
ment, between points in that part of 
Florida between the Suwannee and Apa­
lachicola Rivers, on the one hand, and, 
on the other, points in Alabama, Georgia, 
and South Carolina. Henry P. Willimon, 
Post Office Box 1075, Greenville, S.C. 
29602; attorney for applicants.

No. MC-FC-70789. By order of Sep­
tember 30, 1968, the Transfer Board ap­
proved the transfer to C.A.T., Inc., Tay­
lorsville, Calif., of the operating rights in 
certificate No. MC-123505 issued October 
12, 1962, to Robert N. Cole, doing busi­
ness as R. N. Cole Trucking, Quincy, 
Calif., authorizing the transportation of 
construction, excavating, and logging 
machinery, and equipment and parts, at­
tachments, and accessories therefor, 
when moving therewith, between points 
in Plumas County, Calif., and points in 
Lassen County, Calif., on and south of 
an east-west line drawn through Raven- 
dale and Halls Flat, Calif., restricted to 
shipments having a prior or subsequent 
movement by rail; and between points 
in Plumas and Lassen Counties, Calif., 
on the one hand, and, on the other, Reno, 
Nev. Handler, Baker and Greene, 405 
Montgomery Street, Suite 1401, San 
Francisco, Calif. 94104; attorney for ap­
plicants. ,

No. MC-FC-70806. By order of Sep­
tember 30, 1968, the Transfer Board ap­
proved the transfer to Air Import De­
livery, Inc., Boston, Mass., of the cer­
tificate of registration in No. MC-99855 
(Sub-No. 1) issued January 21, 1964, to 
Syl’s Delivery, Inc., Cambridge, Mass., 
evidencing a right to engage in-transpor­
tation in interstate or foreign commerce 
corresponding in scope to the grant of 
authority in certificate No. 6104 dated

July 30, 1959, issued by the Massachu­
setts Department of Public Utilities. 
Francis E. Barrett, Jr., 536 Granite 
Street, Braintree, Mass. 02184; attorney 
for applicants.

No. MC-FC-70809. By order of Sep­
tember 30, 1968, the Transfer Board ap­
proved the transfer to Cavanagh-Huff- 
man Travel Center, Inc., St. Louis, Mo., 
of the license in No. MC-12504 issued 
April 14, 1966, to American Sightseeing 
of St. Louis, Inc., St. Louis, Mo., authoriz­
ing the holder to engage in operations as 
a broker in connection with the trans­
portation of passengers moving in round- 
trip all-expense tours, beginning and 
ending at St. Louis, Mo., or at points 
within 50 miles thereof, and extending to 
all points in the United States, except 
Alaska and Hawaii. B. W. LaTourette, 
Jr., 611 Olive Street, St. Louis, Mo. 63101; 
attorney for applicants.

No. MC-FC-70815. By order of Sep­
tember 30, 1968, the Transfer Board ap­
proved the transfer to Carl P. Blackford, 
Des Moines, Iowa, of certificate No. MC- 
113460 (Sub-No. 1), issued August 21, 
1956, to Iowa-Hlinois Motor Express, Inc., 
Des Moines, Iowa, authorizing the trans­
portation of passengers moving in round- 
(seasonal), from Des Moines, Iowa, to 
Chicago, 111.; malt beverages, from St. 
Paul and Minneapolis, Minn., Chicago, 
111., Milwaukee, Wis., and Omaha, Nebr., 
to Des Moines, Iowa; from Minneapolis 
and St. Paul, Minn., to Marshalltown, 
Iowa; from Kansas City, Mo., to Des 
Moines, Iowa; carbonated beverages and 
noncarbonated ffuit beverages, from 
Shakopee, Minn., to Des Moines and Mar­
shalltown, Iowa. Richard A. Miller, 212 
Equitable Building, Des Moines, Iowa 
50309; attorney for applicants.

[seal] H. Neil G arson,
Secretary.

[F.R. Doc. 68-12341; Filed, Oct. 9, 1968;
8:48 a.m.]
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Title 15— COMMERCE AND 
FOREIGN TRADE

Chapter X— Office of Foreign Direct 
Investments, Department of Com­
merce

[General Bulletin No. 1]
PART 1000— FOREIGN DIRECT 

INVESTMENT REGULATIONS
Interpretative Analyses and State­

ments With Respect to the Regula­
tions
The following General Bulletin No. 1 

is issued pursuant to the Foreign Direct 
Investment Regulations.

Editorial Note: The Foreign Direct Invest­
ment Regulations appear in Title 15, Chap­
ter X, Part 1000 of the Code of Federal Regu­
lations (“CFR” ) . Thus, all sections of the 
regulations contained in the CFR are pre­
ceded by the designation “ 1000” (e.g.
§ 1000.201, etc.). The “ 1000” designations 
have, for convenience, been eliminated from 
the section references contained in this Gen­
eral Bulletin No. 1. The term “part” when 
used in the regulations means the entire 
regulations (i.e. Part 1000). References to 
sections of this Bulletin are preceeded by 
the designation “B” (e.g., § B201, etc.). The 
section numbers used in this Bulletin corre­
spond to the section number of the regula­
tions which is discussed in its Bulletin sec­
tion. References by the Office to matters in 
this Bulletin will sometimes be abbreviated 
(e.g.., Gen. Bull. No. 1, § B201).

Table op Contents
Introduction—History, Scope and Meaning 

of the Foreign Direct Investment Program.
ANALYSIS OP PRINCIPAL SECTIONS

§ B201 Prohibited Direct Investment in 
Affiliated Foreign Nationals.

(a) In,general.
(b) Banks and other financial institutions

subject to Federal Reserve Foreign 
Credit Restraint Programs.

(c) Transfers to foreign owners.
(d) Period for measuring compliance^

§ B203 Liquid Foreign Balances.
(a) In general.
(b) Foreign balances.
(c) liquid foreign balances.
(d) Foreign balances deemed held by a

direct investor.
(e) Valuation of foreign balances.
(f) Reduction of liquid foreign balances

(other than Canadian foreign bal­
ances and direct investment liquid 
foreign balances).

(g) Direct investment liquid foreign
balances.

(h) Reallocation of long-term foreign bor­
rowing proceeds.

(i) Exemptions.
§ B304 Affiliated Foreign National.

(a) In general.
(b) Foreign corporations.
(c) Foreign partnerships.
(d) Foreign business ventures.
(e) 10 percent interest.
(f) Charitable organizations.
(g) Miscellaneous exemptions.

§ B305 Direct Investor.
§ B306 Positive and Negative Direct Invest­

ment.
(a) In general.
(b) Direct investment.

(c) Calculation of total earnings of incor­
porated affiliated foreign nationals.

(d) Reinvested earnings.
(e) Dividends.

§ B312 Transfers o f Capital.
(a) In general.
(b) Valuation of transfers of capital.
(c ) Acquisition of equity interests in af­

filiated foreign nations by direct 
investors.

(d) Acquisition of debt obligations of af­
filiated foreign nationals by direct 
investors.

(e) Contributions to capital of affiliated
foreign nationals by direct investors.

(f) Repayment of indebtedness by a di­
rect investor to an affiliated foreign 
national.

(g) Reduction of equity interest in a di­
rect investor held by an affiliated 
foreign national.

(h) Disposition of equity or debt interest
in a direct investor held by an affili­
ated foreign national.

(i) Satisfaction by a direct investor of a
debt obligation of an affiliated for­
eign national.

( j)  Repayment of borrowings by a direct
investor.

(k) Lease of property by a direct investor
to an affiliated foreign national.

(l) Pledges and hypothecations.
(m ) Indirect transfers by a direct investor

to an affiliated foreign national.
(n) Transfers of capital by an affiliated

foreign national to a direct investor.
(o) Transactions not involving transfers of

capital.
(p) Certain stock-for-stock and stock-for-

assets acquisitions, reorganizations 
and like transactions.

§ B313 Net Transfer of Capital.
(a) In general.
(b) Net transfer of capital to incorporated

affiliated foreign nationals.
(c) Net transfer of capital to unincorpo­

rated affiliated foreign nationals.
(d) Net transfer of capital to all affiliated

foreign nationals in a scheduled area.
(e) Deduction for investment of proceeds

of long-term foreign borrowings.
( f ) Step acquisitions.

§ B321 Calendar Years and Fiscal Years.
(a) In general.
(b) Fiscal year for compliance purposes.

§ B322 Person within ttye United States.
(a) In general.
(b) Residence.
(c) Center of economic Interest.
(d) Corporation or partnership.
(e) Trusts.
( f)  Estates.
(g) Domestic bank?.
(h) Special cases.

§ B323 International Finance Subsidiary.
(a) In general.
(b) Off-shore finance subsidiary.
(c) Statement of election.

§ B324 Long-Term Foreign Borrowing.
(a) In general.
(b) Basic definition of long-term foreign

borrowing.
(c) Borrowing made on or after June 10,

1968.
(d) Refinancing.
(e) Conversion of debt obligations into

equity securities.
( f)  Calculation of proceeds of long-term

foreign borrowing.
(g) Miscellaneous.

§ B503 Positive Direct Investment Not Ex­
ceeding $200,000.

(a) In general.
(b) Calculation of direct investment in

Schedule C.
(c) Miscellaneous.

§ B504 Authorized Positive Direct Invest­
ment in Scheduled Areas.

(a) In general.
(b) Calculation of § 504 historical positive

direct investment allowables in 
Schèdules A and B.

(c) Calculation of § 504 historical rein­
vested earnings allowable in Sched­
ule C.

(d) Calculation of “carry-forwards” in
Schedule A.

(e) Calculation of “carry-forwards” in
Schedule B and “downstream carry­
overs” from Schedule B to Sched­
ule A.

(f) Calculation of “excess-dividend” al­
lowable in Schedule C.

(g) Calculation of “negative net transfer
of capital” allowable in Schedule B.

(h) Calculation of § 504(c) (3) “carry­
forward” allowable in Schedule C.

§ B505 Transfers between Affiliated Foreign 
Nationals.

(a) In general.
(b) -Transfers by . or to unincorporated

affiliated foreign nationals.
(c) Treatment of transfers deemed made

under § 505(a) (1).
(d) Transfers between incorporated affil­

iated foreign nationals.
(e) Transactions between affiliated foreign

nationals not involving transfers of 
capital.

(f ) Transactions between subsidiaries and 
their branches in different scheduled 
areas.

Introduction. This General Bulletin 
No. 1 is issued pursuant to the Foreign 
Direct Investment R e g u l a t i o n s ,  as 
amend (the “regulations” ) (15 CFR Part 
1000). It is intended to be the first of 
a series of general bulletins to be issued 
by the Office of Foreign Direct Invest­
ments (“OFDI” or the “Office” ) pursu­
ant to the regulations.

During the approximately 9 months 
that the Foreign Direct Investment Pro­
gram (the “Program” ) has been in ex­
istence, the Office has promulgated a 
series of clarifying amendments to the 
regulations and has issued a number of 
private interpretative opinions based 
upon individual requests. The Office has 
also issued a significant number of spe­
cific authorizations for a variety of trans­
actions involving serious hardships or 
binding commitments entered into prior 
to January 1, 1968. Some of the specific 
authorizations (particularly those sub­
ject to “mandatory” refinancing condi­
tions) authorized transactions which 
have subsequently been generally au­
thorized by amendments to the regula­
tions; others have authorized trans­
actions in circumstances such that 
general authorizations are not a feasible 
alternative. In view of the extensive clari­
fying amendments to the regulations, 
specific authorizations will henceforth 
be issued less frequently than they have 
been in the past, and only after the ap­
plicant has fully explored alternatives 
available under the regulations, includ­
ing foreign borrowings. Should specific 
authorizations for a particular type of
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transaction be issued with a sufficient 
degree of frequency, the Office will de­
scribe the transaction and indicate the 
conditions on which any such specific 
authorization will be issued in a general 
bulletin or other appropriate notice.

General Bulletin No. 1 and subsequent 
general bulletins to be issued by the 
Office are designed essentially to provide 
the public with timely and reliable infor­
mation as to the Office’s current views 
concerning the interpretation of the reg­
ulations. General bulletins shall in many 
instances elaborate upon or qualify the 
regulations themselves, the reporting in­
structions and other publications issued 
by the Office; in these cases the position 
stated in the general bulletins, unless 
subsequently modified or rescinded, may 
be relied upon by the public. Private in­
terpretative opinions issued by the Office 
may not be relied upon as a statement of 
the Office’s general position unless the 
issues raisfed in a similar factual pattern 
are published in a general bulletin.

It is contemplated that all general 
bulletins will be published in the F ed­
eral Register. As a general rule, the 
Office does not deem it practicable or in 
the public interest to publish general 
bulletins in proposed form and thus they 
will ordinarily be published in the first 
instance in final form. In exceptional 
situations, however, the Office may pub­
lish a bulletin in proposed form to allow 
publié comments, suggestions and objec­
tions before publication in final form.

This General Bulletin No. 1 contains 
a brief explanation of the history, scope 
and meaning of the regulations as well 
as a detailed analysis of its major sèc- 
tions (as amended through Aug. 17, 
1968): §§ 201 (Prohibitions), 203 (Liquid 
foreign balances), 304 (Affiliated foreign 
national), 305 (Direct investor), 306 
(Positive and negative direct invest­
ment), 312 (Transfers of capital), 313 
(Net transfer of capital), 321 (Year; 
period), 322 (Person within the United 
States), 323 (International finance sub­
sidiary) , 324 (Long-term foreign borrow­
ing) , 503 (Positive direct investment not 
exceeding $200,000), 504 (Authorized 
positive direct investment in scheduled 
areas) and 505 (Transfers between affili­
ated foreign nationals). This Bulletin 
also describes certain specific transac­
tions with respect to which the Office is 
prepared to consider favorably applica­
tions for a specific authorization, or 
exemption and the conditions under 
which authorizations or exemptions will 
be granted.

General Bulletin No. 2, which will be 
issued in the near future, will cover Sub- 
Parts I (Direct and Indirect Interests; 
Affiliated, Associated and Family Groups; 
Ownership of Direct Investors; Rules for 
Reporting), J (Repayment of Borrow­
ings), and K (Direct Investment in 
Canada), of the regulations.

On January 1,1968, President Johnson, 
responding to a growing U.S. balance of 
Payments deficit and severe exchange 
market pressure on the dollar, an­
nounced a series of programs designed 

restore confidence in the dollar both 
here and abroad. While the exchange

pressure was touched off by the devalua­
tion of sterling in November 1967, 10 
years of continuous U.S. balance of pay­
ments deficits averaging almost 
$2,800,000,000 per year on the liquidity 
basis and so strained the dollar that its 
status in recent years as stable world 
trading investment and reserve currency 
was already being questioned.

By mid-December 1967, it became clear 
that existing programs to defend the dol­
lar were inadequate. Further and decisive 
action was essential: First, to halt the 
outflow of dollars which during the 
fourth quarter of 1967 reached the sea­
sonally adjusted annual rate of 
$7,000,000,000 on the liquidity basis; and 
second, to achieve a more fundamental 
and permanent equilibrium in our bal­
ance of payments accounts.

In his New Year’s Day announcement, 
the President distinguished between a 
series of temporary measures designed 
to produce immediate results and a series 
of more permanent measures which, 
while taking time to implement, would 
gradually correct our balance of pay­
ments disequilibrium.

The Foreign Direct Investment Pro­
gram was designed as one of the tempo­
rary measures with a 1968 target to cut 
back foreign direct investment (net of 
foreign borrowings) by roughly 30 per­
cent, or $1,000,000,000, from the 1967 
level. The Department of Commerce was 
delegated responsibility to administer 
the Program. On January 1, the regula­
tions were issued by the Secretary of 
Commerce Cthe “ Secretary” ) to imple­
ment Executive Order 11387 promulgated 
by the President. By Department Order 
184-A, the Secretary created the Office of 
Foreign Direct Investments, headed by a 
Director (the “Director” ), to administer 
the Foreign Direct Investment Program. 
Other programs announced by thè Presi­
dent on January 1 were designed to pro­
duce balance, of payments savings of 
$2,000,000,000 in 1968.

Violators of the regulations are subject 
to criminal penalties and other sanc­
tions, but the effective administration of 
the Program nevertheless depends to a 
great extent on the voluntary coopera­
tion of those affected by the regulations.

The regulations basically relate to “di­
rect investment” by a “direct investor” 
in “affiliated foreign nationals” . The 
Office appreciates that these terms are 
unfamiliar to the public, and it is there­
fore one of the principal purposes of 
General Bulletin No. 1 to furnish guid­
ance as to their scope and meaning.

Generally speaking, an individual or 
entity described in the regulations as a 
direct investor (hereinafter referred to 
as a “DI” ) is a “person within the United 
States” who (or which) directly or indi­
rectly owns or acquires a voting interest 
of 10% or more in a corporation 
-organized under the laws of a foreign 
country or a profits interest of 10% 
or more in a partnership organized under 
the laws of a foreign country or in a 
“business venture” conducted within a 
foreign country (see § 305 of the regu­
lations and § B305, infra). A voting or 
profits interest of less than 10% may, 
however, be sufficient to constitute a

person within the United States a DI if 
the person is a member of an affiliated, 
associated or family group and the group 
as a whole owns or acquires the requisite 
10% or greater interest (see Subpart I 
of the regulations).

The term “person within the United 
States” includes an individual who re­
sides in the United States or who is a- 
citizen of the United States and has his 
“center of economic interests” in the 
United States; it also includes United 
States corporations, partnerships, trusts, 
estates and business ventures (see § 322 
of the regulations and § B322, infra).

The term “business venture conducted 
within a foreign country” refers essen­
tially to business operations having a 
more or less permanent situs in a foreign 
country such as, for example, overseas 
sales or manufacturing branches and 
offices; however, it also includes real 
estate in a foreign country not purchased 
principally for personal use and certain 
transient operations such as overseas 
construction and mineral exploration or 
production ventures. Any such foreign 
corporation, partnership or business ven­
ture in which a “person within the 
United States” owns or acquires a voting 
or profits interest of 10% or more (or a 
lesser percentage if the person is a mem­
ber of an affiliated, associated or family 
group and the group owns the requisite 
percentage interest) is referred to in the 
regulations as an “affiliated foreign na­
tional” of such person (hereinafter re­
ferred to as an “AFN” ) . See § 304 of the 
regulations and § B304, infra. The reg­
ulations will not ordinarily affect trans­
actions between a United States person 
and a foreign national unless the foreign 
national is (or becomes as a result of any 
such transaction) an AFN of such Unit­
ed States person. Thus, for example, the 
regulations do not restrict the purchase 
of goods (on credit or otherwise) from 
an unaffiliated foreign supplier or the 
sale of goods (on credit or otherwise) to 
an unaffiliated foreign customer.

“Direct investment” is the key term of 
the regulations. It generally refers to the 
net change, over the course of a year,1 in 
the aggregate debt and equity invest­
ment of a DI in all of its AFNs in any of 
the three “scheduled areas” , the direct 
investment in each scheduled-area being 
calculated separately. These scheduled 
areas are referred to as Schedules “A,” 
“B,” and “C,” respectively, and each 
scheduled area consists of a number of 
specified countries. The countries in 
Schedule A include Greece and Finland 
and the less-developed countries, such as 
those in Latin America and most nations 
of Africa. The countries in Schedule B 
include Japan, the United Kingdom, Aus­
tralia and the Middle East oil-producing 
countries. The countries in Schedule C 
include South Africa, those in continen­
tal Western Europe (except Greece and

1 The term “year” refers to a calendar year, 
although a DI which has a fiscal year other 
than a calendar year may apply to the Direc­
tor to have its compliance with the regula­
tions measured on the basis of the DI’s fiscal 
year (see § 321 of the regulations and § B321, 
infra).
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Finland) and the Communist-bloc coun­
tries (see § 319 of the regulations). The 
Office has published a list of countries 
assigned to each of the three scheduled 
areas.2

Any net increase over the course of a 
year3 in the aggregate debt and equity 
investment of a DI in all of its AFNs in a 
particular scheduled area (including any 
increase resulting from transfers of capi­
tal to AFNs and from retained or rein­
vested earnings of AFNs, but excluding 
any increase resulting from the invest­
ment of long-term foreign borrowing 
proceedings) is referred to as “positive 
direct investment” in that scheduled 
area; conversely, any decrease in such 
aggregate investment over the course of 
a year is referred to as “negative direct 
investment” in that scheduled area (see 
§ 306 of the regulations and §B306(b), 
infra). Thus the regulations adopt what 
may be termed an “incremental” invest­
ment approach; they do not prohibit any 
specific transaction or transactions but 
focus on the net effect of all such trans­
actions during a year on the DI’s aggre­
gate debt and equity investments in each 
scheduled area.

It should be noted that the regulations 
do not completely prohibit a DI from 
making positive direct investment in any 
scheduled area (i.e. from increasing the 
level of its aggregate debt and equity in­
vestment in all of its AFNs in that 
scheduled area over the course of a year). 
Rather, they generally permit a DI dur­
ing any year commencing with 1968 to 
increase its investment in a scheduled 
area based on the DI’s historical direct 
investment experience in that scheduled 
area during the years 1965 and 1966 
(commonly referred to as the “base 
period” years). Thus, the regulations 
generally authorize a DI, during any year 
commencing with 1968, to make positive 
direct investment in Schedule A equal to 
110% of the average of positive direct 
investment, if any, made by the DI in 
Schedule A during 1965 and 1966. In 
Schedule B, positive direct investment is 
generally authorized during any year 
commencing with 1968 in an amount 
equal to 65% of the average of positive 
direct investment, if any, made by the DI 
in that scheduled area during 1965 and 
1966. In other words, if a DI increased 
its aggregate debt and equity investment 
in Schedule A over the period extending 
from January 1, 1965, to December 31, 
1966, the DI may, during each year com­
mencing with 1968, increase its aggre­
gate debt and equity investment in 
Schedule A in an amount computed by 
multiplying one-half of the aggregate 
1965-1966 increase in Schedule A by 
110%. The increase in Schedule B is 
limited to an amount computed by mul­
tiplying one-half of the aggregate 1965- 
1966 increase in Schedule B by 65% (see

2 See 33 F.R. 6205 (Apr. 3,1968).
3 Note, however, that the Director retains 

the authority, under certain circumstances, 
to measure compliance with the regulations 
by any DI on a basis other than an annual 
basis (see § 201(d) and § B201(d), infra).
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§ 504 (a) (1) and (a) (2) of the regula­
tions and § B504(b), infra).*

Although increased investment in 
Schedule C is also generally authorized 
during any year commencing with 1968, 
the annual permitted increase is more 
limited in nature and amount than the 
increases permitted in Schedules A and 
B. Thus, increased investment in Sched­
ule C can ordinarily result only by rein­
vesting (i.e. retaining) a portion of the 
DI’s share of the earnings of the DI’s 
incorporated Schedule C AFNs (i.e. 
foreign subsidiaries, as distinguished 
from unincorporated AFNs such as for­
eign branches, partnerships and joint 
ventures) and the amount which can be 
reinvested annually cannot exceed the 
lesser of: (1) A percentage of the DI’s 
share of such earnings equal to the per­
centage of the DI’s share in the aggre­
gate earnings of the DI’s incorporated 
Schedule C AFNs during 1964 through 
1966 inclusive as was reinvested during 
those years; or (2) 35% of the average of 
positive direct investment, if any, made 
by the DI in Schedule C during 1965 and 
1966 (i.e. 35% of (the total increase in 
the Schedule C investment during 1965 
and 1966 divided by 2)) (see § 504(a) (3) 
of the regulations and § B504(c), infra).

Earnings (losses) of unincorporated 
AFNs in a scheduled area are treated 
differently from earnings (losses) of 
incorporated AFNs in the scheduled area; 
the former are taken into account in 
determining the DI’s net transfers of 
capital to the scheduled area, the latter 
in determining the DI’s share in the rein­
vested earnings of its incorporated AFNs 
in the scheduled area (see §§ 313(b) and 
306(b) of the regulations and §§ B313(c) 
and B306(c), infra). The different treat­
ment is particularly important with 
respect to Schedule C where a positive 
net transfer of capital is generally pro­
hibited and direct investment can ordi­
narily result only by reinvesting earnings 
of incorporated AFNs.

The regulations permit the “carry­
forward” to' 1969 and later years of gen­
eral authorizations not used in 1968, 
and the “ downstream carryover” in 1968 
and any subsequent year of unused gen­
eral authorizations (i.e. from Schedule C 
to Schedules A and B and from Schedule 
B to Schedule A) (see § 504 and § B504, 
infra).

For DIs with little or no investment 
experience in 1965-1966, the regulations 
generally Authorize aggregate positive di­
rect investment throughout the world of 
not more than $200,000, during any year 
(see § 503 of the regulations and § B503, 
infra). This authorization is not, how­
ever, in addition to the general authori­
zations provided by § 504 of the regula­
tions; one, but not both, of these sections

i Thus, for example if a DI increased its 
investment in Schedule A by $100,000 in 1965 
and $200,000 in 1966, the aggregate increase 
is $300,000, one-half of that amount is 
$150,000, and the generally authorized posi­
tive direct investment during 1968 is there­
fore $165,000 (110% of $150,000); if Schedule 
B were involved, the authorized positive di­
rect investment would be $97,500 (65% of 
$150,000).

apply in measuring compliance of a par­
ticular DI. Note also that the carry for­
ward to later years applies only to § 504 
authorizations and not to the § 503 
authorization.

It is important to note that the regu­
lations apply to transfers of capital be­
tween a DI and its AFNs and also to 
transfers between AFNs of a DI which are 
in different scheduled areas (see § 505 of 
the regulations and § B505, infra). For 
example, if an incorporated AFN in 
France loans $100,000 to an incorporated 
AFN in the, United Kingdom, this is 
treated under the regulations as a trans­
fer of $100,000 from the French AFN to 
the DI (an “inflow” from Schedule C) 
and a transfer of $100,000 from the DI 
to the United Kingdom AFN (an “out­
flow” to Schedule B) (see § 505(a) (3) 
of the regulations and § B505(d), infra). 
Transfers of capital in 1968 between 
AFNs may be made either “downstream” 
(i.e. from AFNs in Schedule C to B or A, 
or B to A) or “upstream” (from AFNs 
in Schedule A to B or C, or B to C) to 
the extent generally authorized by §§ 503 
or 504 of the regulations.

It is important to note that the actual 
situs of funds or property expended in 
making a transfer of capital is irrelevant 
under the regulations. For example, a 
loan by a DI to an incorporated AFN 
of $100,000 is a transfer of capital even 
though the loan is made from bank de­
posits of the DI held in a foreign country 
and-the loan proceeds are deposited by 
the AFN in a domestic bank account.

Additional general authorizations may 
from time to time be added to or issued 
pursuant to the regulations. Specific au­
thorizations to make positive direct in­
vestment in a scheduled area in excess 
of that generally authorized to a DI may 
also be available in specific instances pur­
suant to § 801 of the regulations. Instruc­
tions pertaining to the preparation of 
applications for specific authorizations 
and for private interpretative opinions 
will be available from the Office upon 
request.

It should be recognized that, notwith­
standing the limitations in § § 503 and 
504 on direct investment in 1968 and sub­
sequent. years, the regulations allow a 
DI to increase its aggregate investment in 
its AFNs in an unlimited amount during 
any year commencing with 1968 to the 
extent that the increase is attributable to 
investment by the DI in such AFNs of the 
proceeds of “long-term foreign borrow­
ings.” This is the practical effect of the 
provision which permits a DI to deduct 
“proceeds of long-term foreign borrow­
ings” invested in or allocated to invest­
ments in AFNs in calculating its “net 
transfer of capital” , to the scheduled 
areas involved under § 313(d) (1) of the 
regulations (see § 313(d) (1) of the reg­
ulations and §B313(e), infra).5 Long-

- 5 Similarly, investment made during the 
base period years of 1965-1966 with the pro­
ceeds of long-term foreign borrowings are 
deducted in calculating direct investment 
during such years. Such deduction of course 
reduces the amount of positive direct invest­
ment authorized under § 504 of the regula­
tions since the authorization is calculated as 
a percentage of the base period direct invest­
ment.
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term foreign borrowings are generally 
borrowings obtained by a DI from for­
eign nationals (other than AFNs and 
Canadian persons) which have an orig­
inal maturity of at least 12 months and 
which meet certain additional conditions 
(see §§ 324 and 1106 of the regulations 
and § B324, infra). Repayment in 1968 or 
any subsequent year of a long-term for­
eign borrowing invested in AFNs on or 
after January 1, 1965, will constitute a 
transfer of capital under the regulations 
to the AFNs in which the proceeds of the 
borrowing are invested at the time of 
repayment (see § 312(a) (7) of the regu­
lations and § B312(j), infra). The repay­
ment may be generally authorized under 
the provisions of Subpart J of the regula­
tions (§§ 1001-1003) if the provisions of 
Subpart J have been complied with by the 
DI. It should also be noted that, even if 
a repayment is generally authorized un­
der Subpart J, the amount repaid will 
reduce the DI’s historical (if any) and 
$200,000 worldwide investment authori­
zations under §§ 503 and 504 of the reg­
ulations in the year of repayment.

In addition to the restrictions on direct 
investment discussed above, the regula­
tions limit the amount of “liquid foreign 
balances” (other than “direct invest­
ment liquid foreign balances” and 
“Canadian foreign balances” ) which a 
DI may hold as of the end of any month 
commencing June 30, 1968, to the aver­
age end-of-month amounts of the same 
so held by the DI during 1965 and 1966. 
Liquid foreign balances generally include 
deposits in foreign banks and debt in­
struments of nonaffiliated foreign na­
tionals (wherever such debt instruments 
are physically located) which have a 
period of not more than 1 year remaining 
to maturity when acquired by the DI. 
Direct investment liquid foreign balances 
are those liquid foreign balances repre­
senting the proceeds of long-term foreign 
borrowings held by. a DI primarily in 
anticipation of future investment in 
AFNs. The regulations provide, with 
certain exceptions, that a DI may not 
increase its aggregate debt and equity 
investment in AFNs in any scheduled 
area during any year pursuant to §§ 503 
and 504 (other than by investing pro­
ceeds of long-term foreign borrowings 
and by reinvesting earnings of its in­
corporated AFNs) if the DI holds direct 
investment liquid foreign balances at the 
end of such year (see § 203(d) (1) and 
(2) of the regulations and § B203 (g) 
and (h), infra).

The regulations expressly reserve to 
the Secretary the powers to amend, 
modify or revoke the regulations without 
prior notice and to take certain other 
actions (e.g., §§ 201(d), 404, and 804 of 
the regulations).

Direct investment experience during 
1965 and 1966 (and 1964 for Schedule C) 
must be reported to the Office on Form 
FDI-ioi. Direct investment experience 
during each calendar quarter of each 
year commencing with 1968 must be re­
ported to the Office on Form FDI-102 on 
a cumulative basis and the experience 
for each full compliance year commenc­
ing with 1968 must be reported on Form 
FDI-102F. These forms, as revised, and
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the instructions thereto may be obtained 
upon request from the Office and from 
the field offices of the U.S. Department of 
Commerce. The instructions should be 
consulted with respect to the reporting 
requirements since they refer to certain 
exemptions from reporting which may be 
applicable to certain Dis.

Analysis of Principal Sections

§ B201 Prohibited direct investment in
affiliated foreign nationals.

(a) In general. Paragraph (a) of § 201 
contains the basic prohibitions of the 
regulations. The prohibitions, however, 
are not absolute, since positive direct in­
vestment prohibited by § 201(a) is, to a 
limited extent, permitted under general 
athorizations contained elsewhere in the 
regulations, such as in § § 503 or 504, and 
Subparts J (Repayments of Borrowings) 
and K (Direct Investment in Canada).

Under subparagraph (1) of § 201(a), 
a DI is prohibited, during any year com­
mencing with the year 1968, from making 
positive direct investment in its AFNs 
in Schedule A or Schedule B. With re­
spect to AFNs of a DI in Schedule C, 
however, the prohibition of § 201(a) does 
not relate to positive direct investment, 
as is the case with Schedule A and 
Schedule B; rather, the Schedule C pro­
hibition relates- separately to the two 
elements of direct investment (i.e., the 
net transfer of capital made by a DI 
dining the year to its Schedule C AFNs 
and DI’s share in the reinvested earnings 
of its incorporated Schedule C AFNs). 
Thus, under subparagraphs (2) and (3) 
of paragraph (a), a DI is prohibited, 
during any year, from making a positive 
net transfer of capital to its Schedule 
C AFNs (i.e., from increasing its aggre­
gate debt and equity investment in its 
Schedule C AFNs other than by investing 
proceeds of long-term foreign borrow­
ings and by reinvesting (i.e., retaining) 
earnings of its incorporated Schedule C 
AFNs) and is also prohibited from re­
investing any portion of its share of the 
earnings of its incorporated Schedule C 
AFNs.

It is important to recognize that, since 
the prohibitions of § 201 (a) are framed in 
terms of positive direct investment or a 
positive net transfer of capital and rein­
vested earnings “during any year” , they 
do not prohibit any specific transaction 
between a DI and an AFN which may be 
consummated at any point in time dur­
ing a year even though the transaction 
may increase the DI’s investment in the 
scheduled area in which such AFN is 
located. Rather, the provisions of § 201 
(a) focus on the net effect of all transac­
tions over the course of an entire year. 
The term “year” generally refers to a 
calendar year, although, under certain 
circumstances, a DI may be permitted to 
measure its compliance with the regula­
tions on the basis of a fiscal year other 
than a calendar year (see §B321(b), 
infra). Note, however, that the regula­
tions require reports on a calendar-quar­
ter basis from all Dis (even where per­
mission to measure compliance on a fiscal 
year basis has been granted) and that, 
under § 201(d), the Director has the au-
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thority to require a DI to comply with the 
regulations on a basis other than an an­
nual basis (see § B201 (d), infra).

The following examples are illustrative 
of §201 (a):

Example (1). A U.S. corporation (DI) has a 
wholly-owned subsidiary in Brazil (AFN), 
During 1968, DI makes a loan of $300,000 to 
AFN. The loan does not violate § 201(a) (1) 
at the time it is made, although the transac­
tion will be taken into account in determin­
ing the amount of direct investment made 
by DI in all of its AFNs in Schedule A over 
the course of the entire year.

Example (2). During 1968, a U.S. corpora­
tion (DI) purchases all of the stock of a 
United Kingdom corporation (X) from a 
United Kingdom resident for $1,000,000. As 
a result of the transaction, X  becomes an AFN 
of DI. The acquisition does not violate § 201 
(a)(1) at the time it is made, although it 
will be taken into account in determining 
the amount of direct investment made by 
DI in all of its AFNs in Schedule B over the 
course of the entire year.

Example (3). Same facts as in Example
(2), except that the corporation whose stock 
is acquired is a French corporation. The ac­
quisition does not violate § 201(a) (2) at the 
time it is made, although it will be taken 
into account in determining the amount of 
the net transfer of capital made by DI to all 
of its AFNs in Schedule C over the course of 
the entire year.

Example (4). A U.S. corporation (DI) is 
authorized under § 504(a) (1) to make posi­
tive direct investment of $1,000,000 in its 
Schedule A AFNs during 1968. Between Jan­
uary 1, 1968 and June 30, 1968, DI makes 
positive direct investment in its Schedule A 
AFNs of $1,200,000. Such positive direct in­
vestment is not prohibited by § 201 (a) (1).

Example (5). Same facts as in Example (4) 
except that DI’s positive direct investment in 
its Schedule A AFNs from January 1, 1968 
through December 31, 1968, is $1,200,000. DI 
has made positive direct investment prohib­
ited by § 201(a)(1) which is not generally 
authorized by § 504(a)(1) since, as of 
December 31, 1968, positive direct investment 
by the DI exceeds the $1,000,000 authorized 
for the entire year.

The distinction drawn in § 201(a) be­
tween Schedule A and Schedule B coun­
tries, on the one hand, and Schedule C 
countries, on the other, must also be rec­
ognized in determining compliance with 
the regulations during any year. As indi­
cated above, subparagraph (1) of § 201 
(a) prohibits positive direct investment 
in AFNs in Schedule A or B countries 
during any year, while subparagraphs 
(2) and (3) of paragraph (a) prohibit a 
DI from making a positive net transfer 
of capital to its Schedule C AFNs during 
any year and also prohibit a DI from re­
investing any portion of its share in the 
earnings of its incorporated Schedule C 
AFNs during the year. The practical 
effect of this distinction (assuming no 
positive direct investment was authorized 
to a DI by § 503 or 504 or elsewhere in the 
regulations) is that § 201(a) does not 
prohibit the DI from making a positive 
net transfer of capital to its AFNs in 
Schedule A or B during any year (i.e., 
from making transfers of capital to these 
AFNs exceeding in aggregate value the 
transfers the DI receives from the AFNs) 
if the incorporated AFNs in the sched­
uled area had “negative reinvested earn­
ings” during that year equal to or ex­
ceeding the amount of the positive net
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transfer of capital (i.e., the sum of the 
losses incurred and dividends paid by 
these incorporated AFNs exceeded the 
earnings of these incorporated AFNs by 
an amount equal to or greater than the 
amount of the positive net transfer of 
capital). Conversely, § 201(a) would not 
prohibit the DI from reinvesting earn­
ings of its incorporated AFNs in Sched­
ule A or B during any year if the DI 
made a “negative net transfer of capital” 
to the scheduled area during that year 
equal to or exceeding the amount of re­
invested earnings (i.e., the transfers of 
capital to the DI have an aggregate value 
exceeding the aggregate value of the 
transfers of capital from the DI by an 
amount equal to or exceeding the amount 
of reinvested earnings of incorporated 
AFNs). See § B306 (d), infra, with re­
spect to the computation of reinvested 
earnings and § B313, infra, with respect 
to the computation of net transfers of 
capital.

In Schedule C countries, however, the 
offsetting of negative reinvested earn­
ings of incorporated AFNs against a 
positive net transfer of capital, or the 
offsetting of a negative net transfer of 
capital against reinvested earnings of 
incorporated AFNs, is generally not per­
mitted (see, however, § 504(c) (1) of the 
regulations relating to the payment of 
“excess dividends” ). Rather, a positive 
net transfer of capital (which includes, 
among other things, unremitted branch 
profits) is prohibited without regard to 
negative reinvested earnings of incor­
porated AFNs and the reinvestment of 
earnings of incorporated AFNs are pro­
hibited without regard to a negative net 
transfer of capital.

The following examples illustrate the 
different treatment afforded to Schedule 
A and B countries, on the one hand, and 
Schedule C countries on the other:

Example (fi). During 1968, a U.S. corpora­
tion (DI) makes transfers of capital to its 
AFNs in Schedule A which aggregate $2,000,- 
000 while such AFNs make transfers of capi­
tal to DI which aggregate $1,000,000; thus 
(assuming long-term foreign borrowing pro­
ceeds were not employed by DI to make the 
transfers to its AFNs), DI has made a posi­
tive net transfer of capital of $1,000,000 to 
its AFNs in Schedule A during 1968 (i.e., 
$2,000,000 minus $1,000,000). Also during 
1968, DI’s wholly-owned incorporated AFNs 
in Schedule A have an aggregate (net) loss 
of $750,000 but nevertheless pay $250,000 in 
dividends to DI; thus DI’s incorporated 
Schedule A AFNs have negative reinvested 
earnings of $1,000,000 during 1968. Direct 
investment by DI in Schedule A during 1968 
is zero. Consequently, there has been no 
positive direct investment in Schedule A 
during 1968 which is prohibited by § 201 
(a )(1 ).

Example (7). Dining 1968, a U.S. partner­
ship (DI) makes transfers of capital to its 
AFNs in Schedule B (without employing 
proceeds of long-term foreign borrowings) 
which aggregate $500,000 while such AFNs 
make transfers of capital to DI which aggre­
gate $1,500,000; thus, DI has made a nega­
tive net transfer of capital of $1,000,000 to 
its AFNs in Schedule B during 1968. DI’s 
wholly-owned incorporated AFNs in Schedule 
B earn $1,000,000 during 1968, all of which 
is reinvested. Direct investment by DI in 
Schedule B during 1968 is zero. Consequently, 
there has been no positive direct investment
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in Schedule B during 1968 which is prohib­
ited by § 201(a)(1).

Example (8). Same facts as in Example
(6 ) , except that the AFNs involved are in 
Schedule O countries. The positive net trans­
fer of capital of $1,000,000 is prohibited by 
§ 201(a) (2), notwithstanding that direct 
investment is zero during 1968.

Example (9). Same facts as in Example
(7 ) , except that the AFNs involved are in 
Schedule C countries. Unless authorized by 
§ 504(a)(3), the reinvested earnings of $1,- 
000,000 are prohibited by 1201(a)(3), not­
withstanding that direct investment is zero 
during 1968.

(b) Banks and other financial insti­
tutions subject to Federal Reserve For­
eign Credit Restraint Programs. As a 
general rule, the regulations do not apply 
to the ordinary business activities of 
banks or nonbank financial institutions 
which are covered by the Federal Reserve 
Board Foreign Credit Restraint Program 
(see § 201(b) (2) of the regulations). 
Thus, a loan made by such a bank or 
nonbank financial institution directly to 
an AFN of a DI is not affected by the 
OFDI regulations if the loan is counted 
against the ceiling of the bank or is a 
“covered asset” of the institution.

If the loan to an AFN is not counted 
against the ceiling or is not considered 
a “covered asset,” the making of the 
loan may nevertheless be inconsistent 
with the Federal Reserve guidelines and 
the transaction should therefore be 
cleared in advance with the Federal Re­
serve Board and OFDI. Rules applicable 
to certain loans to an AFN, as well as to 
domestic corporations serving as financ­
ing vehicles for direct investment, are 
contained in letters sent to Foreign 
Credit Restraint Officers of each of the 
Federal Reserve Banks by the Board on 
June 28, 1968.

U.S. financial institutions may be sub­
ject to the OFDI regulations when they 
acquire a U.S. nonfinancial enterprise 
that has an AFN, notwithstanding that 
the other foreign investment activities 
of the nonbank financial Institution 
remain under the Federal Reserve 
Program.

The following example is illustrative:
Example (10). A nonbank financial institu­

tion (X) subject to the Federal Reserve 
Foreign Credit Restraint Program acquires 
in 1968 from a “person within the United 
States” a UJ3. corporation (Y) engaged in 
manufacturing activities which owns all of 
the stock of an Australian corporation (Z). 
(Y) was a DI subject to the regulations on 
January 1, 1968. The acquisition should be 
reported to the Federal Reserve Board and 
OFDI. The Federal Reserve Board and OFDI 
may determine that Y ’s foreign direct in­
vestment transactions should be reported to 
OFDI and that transactions between Y and Z 
are subject to the OFDI regulations.

(c) Transfers to foreign owners. The 
regulations do not restrict transfers of 
capital or distributions of earnings made 
by persons within the United States to 
foreign nationals in respect of such 
foreign nationals’ ownership of such U.S. 
persons (§ 201(c)), so long as the trans­
fer or distribution does not involve an 
attempt to evade or avoid the regula­
tions by a DI. The following example is 
illustrative:

Example (11). A U.S. corporation (X) is 
50% owned by an Italian corporation (Y). 
X  has no subsidiaries or branches of its own 
which would be deemed AFNs. Y is publicly 
owned by foreign nationals. During 1968, Y 
purchases $500,000 of goods on credit from 
X  and X  pays" Y a dividend of $100,000; in 
1969, X  is liquidated and a liquidating divi­
dend is paid to Y. The transactions are not 
subject to the regulations.

(d) Period for measuring compliance. 
Although compliance with the regula­
tions is, as noted above, generally meas­
ured on an annual basis, § 201(d) of the 
regulations gives the Director the right, 
in his discretion, to enforce the regula­
tions with respect to any DI on a basis 
other than an annual basis. In exercising 
his discretion, the Director may consider, 
among other things, whether the direct 
investment by a DI in any scheduled 
area during any quarter is, or may rea­
sonably be estimated to be, materially in 
excess of 25% of the amount thereof gen­
erally authorized to the DI during the 
entire year, and whether the transactions 
resulting in such material excess were in 
accordance with the customary business 
practices of the DI. A DI is required to 
submit a supplemental statement to the 
Office accompanying the filing of Form 
FDI-102, the cumulative Quarterly Re­
port, if the positive direct, investment 
during the reporting period exceeds cer­
tain percentages (40% for the first quar­
ter, 65% for the first two quarters, and 
85% for the first three quarters) of ¡the 
annual amount generally authorized. 
(See the specific instructions to line 16a 
of FDI-102). A DI may elect to treat 
dividends paid within 60 days after the 
end of a compliance year as having been 
paid during such year (see § 306(b) of 
the regulations and §B306(e), infra), 
but such election must then be applied 
on a consistent basis, including the base 
period years.

The Office recognizes, however, that it 
may not be feasible in many instances to 
spread annual positive direct investment 
(in Schedules A and B) and the annual 
positive net transfer of capital and re­
invested earnings (in Schedule C) au­
thorized to a DI during any year equally 
over the four quarters of the year, such 
as, for example, when the entire amount 
of positive direct investment results from 
a single acquisition of a foreign com­
pany, or is concentrated in a particular 
quarter or quarters due to the seasonal 
nature of a DI’s business, or results from 
unexpectedly high earnings of AFNs 
which customarily pay dividends or 
otherwise remit profits only at the end 
of a year. The Office would not ordinarily 
invoke the provisions of § 201(d) in these 
cases or in other cases where concentra­
tion of investment in a particular quarter 
or quarters cannot reasonably be avoided. 
Section 201(d) is designed to prevent the 
abuse of the general authorizations con­
tained in or issued pursuant to the regu­
lations where the concentration of in­
vestment in a particular quarter or quar­
ters is not justified by legitimate busi­
ness reasons and to provide a basis for 
prompt administrative action where large 
outflows early in a year indicate that a 
serious violation will occur unless prompt
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remedial steps are taken. The section is 
also designed to provide the Director with 
discretion to deal with companies which 
temporarily reduce investments at the 
very end of a year, thereby producing 
literal compliance with the regulations 
for that year, when the reduction is com­
pensated for by a large investment in 
the beginning of the following year. Ex­
cept in cases of apparent flagrant disre­
gard of the objectives of the Program, the 
Office presently intends to notify DIs 
and, before invoking the “provisions of 
§ 201(d), weigh the justifications of a 
DI for direct investment in any quarter 
materially in excess of 25% of the 
amount generally authorized on an an­
nual basis. The Office presently intends 
to apply the administrative provisions of 
§ 201(d) prospectively (i.e., to direct in­
vestment made subsequent to any notice 
issued by the Office).

The following examples illustrate the 
provisions of § 201(d):

Example (12). A U.S. corporation (DI) Is 
generally authorized to make positive direct 
investment of $1,000,000 in Schedule A coun­
tries during 1968. A large part of DI’s busi­
ness consists of export sales to its AFNs in 
Schedule A. Due to the seasonal nature of 
DI’s business, most of the merchandise which 
it sells to its Schedule A AFNs is shipped 
during the first quarter of the year. As a re­
sult, the open account indebtedness due from 
such AFNs increases by $750,000 during the 
first quarter of 1968. The Oflfice does not in­
tend to invoke the provisions of § 201(d) in 
this situation.

Example (13). A U.S. resident (DI) is gen­
erally authorized under § 504(a) (2) to make 
positive direct investment of $500,000 in 
Schedule B countries during 1968. From Jan­
uary 1,1968, through June 30, 1968, DI makes 
positive direct investment of $450,000 in 
Schedule B, $350,000 of this resulting from 
DI’s purchase of all of the stock of a United 
Kingdom corporation from a foreign national. 
The Office does not intend to invoke the pro­
visions of § 201 (d) in this situation.

Example (14). A U.S. corporation (DI) has 
three wholly-owned subsidiaries in Schedule 
C countries and is generally authorized to re­
invest $1,000,000 of the earnings of these 
AFNs during 1968. The AFNs customarily pay 
dividends to the DI in December of each year. 
The AFNs have unexpectedly large earnings 
during the first 6 months of 1968, as a result 
of which DI’s reinvested earnings in these 
AFNs amounts to $1,500,000 for the first 6 
months of 1968. The Office does not intend 
to invoke the provisions of § 201(d) in this 
situation.

Example (15). A U.S. corporation (DI) has 
three wholly-owned subsidiaries in Schedule 
A and is generally authorized to make positive 
direct investment of $2,000,000 in Schedule 
A during 1968. During the first three quarters 
of 1968, DI’s positive direct investment in 
Schedule A amounts to $10,000,000, but the 
amount is reduced to $2,000,000 by the end 
of 1968 by virtue of loans made by the AFNs 
to DI. in January 1969, DI repays the loans 
from its Schedule A AFNs in an aggregate of 
$8,000,000. During the first three quarters 
of 1965, 1966, and 1967, respectively, DI’s 
positive direct investment in Schedule A did 
hot exceed $1,000,000 and there was no change 
of circumstances during 1968 to justify the 
excess positive direct investment during the 
first three quarters of 1968. The Office may 
invoke the provisions of § 201 (d) in this situ­
ation.
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§ B 203 Liquid foreign balances.
(a) In general. Section 203(c) of the 

regulations requires a DI to limit the 
amount of “liquid foreign balances” (as 
defined in § 203(a) (2)), other than “di­
rect investment liquid foreign balances” 
and “Canadian foreign balances,” held by 
such DI as of the end of any month com­
mencing June 30, 1968, to the average 
end-of-month amounts of the same so 
held by the DI during 1965 and 1966. 
“Direct investment liquid foreign bal­
ances” are defined in paragraph (a) (3) 
of § 203 while “ Canadian foreign bal­
ances” are defined in § 1105(a). It should 
be kept in mind, however, that, even if a 
DI is permitted to retain a certain 
amount of liquid foreign balances, invest­
ments of these funds in AFNs are subject 
to the same restrictions on positive direct 
investment as are investments of U.S. 
funds.

Section 203(d)(1) of the regulations 
provides that a DI may not make any 
positive net transfer of capital to its 
AFNs in any scheduled area during any 
year if the DI holds direct investment 
liquid foreign balances at the end of such 
year.

An exception to the requirements of 
§ 203(c) is provided in paragraph (e) (1) 
of § 203. Exceptions to the provisions of 
§ 203(d) (1) are provided in paragraphs
(d) (2) and (e) (2) of § 203.

(b) Foreign balances. The term “for­
eign balances” is defined in § 203(a) (1) 
to include :

( 1 ) Money on deposit in a foreign bank 
(including certificates of deposit and 
fixed interest deposits of such banks) ;

(2) Negotiable instruments, nonnego- 
tiable instruments acquired after June 
30,1968 and commercial paper which are 
issued by nonaffiliated foreign nationals 
(other than those acquired as a result of 
exports by the DI of goods and services 
from the United States) ; and

(3) Securities issued or guaranteed by 
a foreign country. \

The phrase “money on deposit in a for­
eign bank” includes all bank deposits, 
whether interest-bearing or not, main­
tained with a “foreign bank” as defined 
in § 317(b) of the regulations.

The term “negotiable instruments,” 
“nonnegotiable instruments,” “commer­
cial paper” and “securities,” includes 
notes, bonds, debentures, drafts, bills of 
exchange or other evidences of indebted­
ness; the physical location of such securi­
ties is immaterial in determining whether 
the securities are “foreign balances.” 
Foreign balances do not include shares 
of stock of a corporation or other equity 
interests.

The term “securities issued or guaran­
teed by a foreign country” is limited to 
securities issued or guaranteed by gov­
ernmental units of a foreign country, i.e., 
the national government; states, cities, 
municipalities, counties, cantons, prov­
inces, and the like.

Items such as accounts receivable (not 
evidenced by any note or security), silver 
bullion, precious metals, or jewels, com­
modities futures contracts, and currency
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futures contracts are not considered for­
eign balances.

(c) Liquid foreign balances. The term 
“liquid foreign balances” is defined in 
§ 203(a) (2) of the regulations to mean 
“foreign balances” other than:

(1) Negotiable instruments, nonnego­
tiable instruments, commercial paper 
and securities which were acquired on or 
before June 30, 1968, and which are not 
redeemable at the option of the DI and 
are not transferable and readily market­
able;

(2) Bank deposits, negotiable instru­
ments, nonnegotiable instruments, for­
eign government securities and commer­
cial paper which have a period of more 
than 1 year remaining to maturity when 
acquired by the DI and which are not 
redeemable in full at the option of the 
DI within a period of 1 year after such 
acquisition;

(3) Foreign balances which ar.e sub­
ject to restrictions of the government of 
a foreign country on liquidation and 
transfer from such country; and

(4) Foreign balances which have been 
pledged or hypothecated by the DI to 
secure a borrowing by it or by its AFN.

The term “ liquid foreign balances” in­
cludes liquid foreign balances maintained 
by individuals who are DIs, whether re­
siding in the United States or abroad.

Example (1). An individual (X) who is 
a “person within the United States” owns a 
substantial apartment house complex in 
France. As a result, X  is a DI and the apart­
ment house complex in his AFN. X also owns 
a chalet in France which he purchased prin­
cipally for his own personal use although 
he and his family reside there only from 
June through August during every year; dur­
ing the remainder of the year, X and his 
family reside in the United States and the 
chalet is rented on a month-to-month basis 
to others. The chalet is not an AFN of X. 
X maintains two checking accounts with 
French banks. The funds in one account (ac­
count #1), consisting principally of the 
income earned from the apartment house 
complex, are needed and utilized to pay the 
operating expenses of the apartment house 
complex and for repairs and improvements 
to this property. The funds in the other ac­
count (account #2) are utilized to pay the 
operating expenses of the chalet and for 
repairs and improvements to this property; 
they are also used to pay X ’s personal ex­
penses when he resides in France. The funds 
in account #1 are not liquid foreign balances 
of X as they are not unrelated to the busi­
ness needs of X ’s AFN (i.e., the apartment 
house complex) (see §B203(d), infra)-, the 
funds in account #2 are liquid foreign bal­
ances of X.

A debt instrument is “not transferable 
and readily marketable” if it cannot rea­
sonably be sold at a price substantially 
equal to its cost to the DI (adjusted to 
take into account prevailing interest 
rates) or if the sale of the instrument 
would constitute a breach of any obliga­
tion of the DI to any party to the 
instrument.

The following examples illustrate this 
concept:

Example (2). On April 15, 1968, DI lends 
$100,000 to a nonaffiliated foreign corpora­
tion and receives in exchange a 9-month 
promissory note of the foreign corporation
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bearing interest at the prevailing market 
rate. As of August 30, 1968, the note is not 
readily saleable for more than $90,000. The 
note is not readily marketable and is there­
fore not a liquid foreign balance as of 
August 30, 1968.

Example (3). Same facts as in Example
(2 ) , except that the note specifically provides 
that it is nonnegotiable and nontransferable 
prior to maturity. The note is not transfer­
able nor readily marketable and is therefore 
not a liquid foreign balance, regardless of the 
price which DI could realize upon its sale if 
the restrictions on negotiability and trans­
ferability did not exist.

Example (4). Same facts as in Example
(3 ) , except that the note is acquired after 
June 30, 1968. Although the pote is neither 
transferable nor readily marketable, 1$ is 
nevertheless a liquid foreign balance.

Cash deposited in a foreign bank to 
“induce” a loan (such as a compensating 
balance) constitutes a liquid foreign bal­
ance. The following examples are illus­
trative:

Example (5). During 1968, a U.S. corpora­
tion (DI) obtains a $200,000, 3-year loan 
from a foreign bank and immediately invests 
the proceeds of the loan in an AFN. As a 
condition to obtaining the loan, DI is re­
quired to keep $150,000 on deposit with the 
foreign bank during the term of the loan, 
but the deposit is not specifically pledged 
or hypothecated to secure the loan. The 
$150,000 is a liquid foreign balance. It should 
be noted, in addition, that this arrangement 
may involve a $150,000 transfer of capital to 
the AFN in addition to the $200,000 transfer 
of capital resulting from the investment of 
the loan proceeds (see § 312(a) (9) of the 
regulations and § B312(l), infra).

Example (6). During 1968, a U.S. corpora­
tion (DI) enters into an arrangement with 
a foreign bank pursuant to which DI deposits 
$100,000 with the bank in a foreign country 
and the bank immediately lends $100,000 
to an AFN of DI. The $100,000 deposited by 
DI is a liquid foreign balance. It should be 
noted, in addition, that this arrangement 
may involve a $100,000 transfer of capital 
to AFN (see § 312(a) (9) of the regulations 
and § B312(1), infra).

Example (7). Same facts as in example (6) 
except that the $100,000 cash deposit by DI 
must be maintained until the loan is repaid 
by AFN; if the loan is not repaid when due, 
the bank is entitled to satisfy any deficiency 
by resort to DI’s $100,000 cash deposit. The 
$100,000 cash deposit is considered to have 
been pledged or hypothecated with the bank 
and is therefore not a liquid foreign balance. 
This arrangement, however, may involve a 
$100,000 transfer of capital to AFN (see 
§ 312(a) (9) of the regulations and § B312(l), 
infra),

Foreign balances which cannot be 
withdrawn from a foreign country be­
cause of exchange controls or similar re­
strictions are not liquid foreign balances. 
The following example illustrates this 
concept:

Example (S). A U.S. corporation (DI) has 
$100,000 on deposit in a bank in foreign coun­
try, Z. Under the law of country Z, a national 
of a country other than Z is prohibited from 
expatriating more than $5,000 in any year. 
DI has liquid foreign balances in Z of $5,000.

(d) Foreign balances deemed held by a 
direct investor. The provisions of § 203 
(a) (4) are basically designed to prevent 
a DI from avoiding compliance with § 203
(c) and (d) (1) by permitting another 
person to hold title to liquid foreign bal-
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ances of the DI. Subdivision Ci) of para­
graph (a) (4) applies essentially to the 
case of liquid foreign balances held in 
the name of a person who has no real 
beneficial interest in the balances; sub­
division (ii) applies essentially to the 
case of liquid foreign balances held in 
the name of a person who has a real 
beneficial interest in the balances but the 
balances are not reasonably related to the 
business needs of such person and the 
DI is legally entitled to receive the bal­
ances (or their cash equivalent) when­
ever it wishes. liquid foreign balances are 
returnable to the DI upon demand with­
out material conditions only if the per­
son holding title to the balances is un­
der a legal obligation (express or im­
plied) to return the balances or their 
cash equivalent to the DI and such re­
turn is not subject to material conditions. 
Liquid foreign balances are not return­
able to the DI upon demand without 
material conditions merely because the 
DI controls the person holding title to the 
balances by virtue of stock ownership; 
however, liquid .foreign balance held by 
a branch of a DI will generally be deemed 
returnable to the DI on demand without 
material conditions.

The following examples illustrate the 
provisions of § 203(a) (4):

Example (9). A U.S. resident (DI) forms 
a foreign corporation (X) and transfers all 
of his liquid foreign balances into the name 
of X. X does not engage in any business. The 
liquid foreign balances are deemed to be held 
by DI under § 203(a) (4) (i).

Example (10). A U.S. resident (DI) enters 
into an arrangement with a nonafflliated 
foreign national (X) pursuant to which X  
agrees to hold title to DI’s liquid foreign bal­
ances. X is engaged in a business but is not 
permitted to use the liquid foreign balances 
in its business or otherwise. The liquid for­
eign balances are deemed to be held by DI 
under § 203(a) (4) ( i ) .

Example (11). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Italy (AFN) 
engaged in manufacturing operations. From 
1960 through 1967, AFN earned $10,000,000 
and, as a result of the Warnings, AFN, as of 
June 30, 1968, has $8,000,000 which is in­
vested in 6-month certificates of deposit of 
foreign banks. No part of the balances is 
needed by AFN to meet any of its business 
requirements. These liquid foreign balances 
are not deemed to be held by DI, since they 
are not considered to be returnable to DI 
upon demand without material conditions.

Example (12). Same facts as in Example 
(11),.except that on June 1, 1968, AFN de­
clared a $500,000 dividend in favor of DI and 
such dividend became payable on demand on 
June 15, 1968. $500,000 of the $8,000,000 of 
liquid foreign balances are deemed to be 
held by DI as of June 30, 1968. Note also that, 
since the dividend was not paid when due', 
it constituted a $500,000 transfer of capital 
by DI to AFN and that payment of the 
past due dividend will therefore constitute 
a transfer of capital from AFN to DI.

Example (13). A U.S. corporation (DI) has 
a 50% owned subsidiary in France (AFN). 
In June 1968, DI lends $100,000 to AFN 
which is repayable on demand. The $100,000 
is invested by AFN in a 6-month certificate 
of deposit of a foreign bank. AFN does not 
need any part of the $100,000 to meet its busi­
ness requirements. The certificate of deposit 
is deemed to be held by DI. Note also that the 
loan constitutes a transfer of capital from 
DI to AFN.

Whether liquid foreign balances held 
by an AFN of a DI are “unrelated to the 
business needs” of the AFN involves 
an analysis of all the-facts and circum­
stances of the particular case. In making 
the factual determination, the nature 
erf the AFN’s business and the amounts 
of liquid foreign balances held by it in 
the past are relevant factors. As a gen­
eral rule, liquid foreign balances held by 
an AFN will not be considered as un­
related to its business needs if they are 
required by the AFN to pay current oper­
ating expenses (including tax, royalty, 
interest and other bona fide obligations), 
to pay for reasonably current or planned 
capital improvements or additions, or as 
reserves for reasonably anticipated con­
tingencies.

The following examples are illus­
trative:

Example (14). A U.S. corporation (DI) has 
a wholly-owned finance subsidiary (OPS) 
incorporated in Luxemburg. OFS was formed 
to borrow money abroad and to invest the 
proceeds in other AFNs of DI. Funds await­
ing such investment are invested by OFS on 
an interim basis in short-term certificates 
of deposit of foreign banks. Income earned 
by OFS on its interim and other investments 
is also invested by OFS on an interim basis 
in such certificates of deposit. Such liquid 
foreign balances held by OFS are not un­
related to its business needs and are not 
treated as liquid foreign balances of DI 
under § 203(a) (4) ( ii) . It should be noted, 
in addition, that the offshore foreign finance 
subsidiary is not deemed to have been prin­
cipally formed or availed of to hold title to 
the balances under § 203 (a) (4) ( i ) .

Example (15). A U6. corporation (DI) 
has a branch in the United Kingdom (AFN) 
which is engaged in manufacturing opera­
tions. For many years, AFN has maintained 
working capital of $500,000 in the form of 
liquid foreign balances. As of June 30, 1968, 
AFN holds liquid foreign balances of $500,- 
000. Such liquid foreign balances held by 
AFN are not unrelated to its business needs. 
Thus, although the $500,000 is deemed re­
turnable to DI upon demand without ma­
terial conditions because AFN is a branch, 
the liquid foreign balances are not treated 
as liquid foreign balances of DI under § 203 
(a) (4).

Example (16). Same facts as in Example 
(15) except that, as of June 30, 1968, AFN 
holds liquid foreign balances of $1,000,000. 
AFN has recently been expanding its busi­
ness at a rapid pace and estimates that, for 
the remainder of 1968 and thereafter, it 
will have to maintain working capital of at 
least $1,000,000 to meet its increased com­
mitments. The liquid foreign balances held 
by AFN are not unrelated to its business 
needs. They are therefore not treated as 
liquid foreign balances of DI under § 203 
(a) (4) without regard to whether they are 
returnable to DI upon demand without 
material conditions.

Example (17). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Mexico (AFN) 
engaged in manufacturing operations. AFN 
holds $1,000,000 of liquid foreign balances 
as of June 30, 1968, of which only $250,000 is 
required for working capital purposes. How­
ever, AFN has bona fide plans to expend the 
remaining $750,000 in 1968 and 1969 in con­
nection with an addition to its plant. The 
liquid foreign balances held by AFN are not 
unrelated to its business needs. They are 
therefore not treated as liquid foreign bal­
ances of DI under 5 203(a)(4) without re­
gard to whether they are returnable to DI 
upon demand without material conditions.
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Example (18). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Germany 
(AFN) engaged in  manufacturing opera­
tions. As of June 30, 1968, AFN holds liquid 
foreign balances o f $1,000,000. AFN requires 
only $250,000 o f such $1,000,000 for working 
capital purposes and has no plans to  expend 
the remaining $750,000 in its business. Rath­
er, AFN intends to lend such $750,000 from  
time to time to  other affiliated foreign na­
tionals of DI on a short term basis. $750,- 
000 of the liquid foreign balances held by 
AFN are unrelated to its business needs and 
will be treated as liquid foreign balances 
of DI under § 203(a) (4) (ii) if they are re­
turnable to DI upon demand without ma­
terial conditions.

(e) Valuation of foreign balances. 
Negotiable instruments, nonnegotiable 
instruments, commercial paper and 
securities constituting foreign balances 
shall be valued, for purposes of § 203, 
at fair market value, or, if fair market 
value is not readily determinable, at the 
cost of acquisition. In the case of items 
the prices of which are quoted on a 
daily basis, the final bid price (or the 
closing sales price, if available) on the 
relevant date will be considered the fair 
market value on such date.

(f) Reduction of liquid foreign bal­
ances (other than Canadian liquid for­
eign balances and direct investment 
liquid foreign balances). Section 203(c) 
of the regulations requires a DI to limit 
the amount of liquid foreign balances 
(other than Canadian foreign balances 
and direct investment liquid foreign bal­
ances) which it holds as of the end of 
any month commencing June 30, 1968, 
to the average end-of-month amounts of 
the same so held by the DI during 1965 
and 1966 (i.e., the total of the amounts 
held on the last day of each month dur­
ing 1965 and 1966 divided by 24). Cana­
dian foreign balances are defined in 
§ 1105 of the regulations and direct in­
vestment liquid foreign balances are de­
fined in § 203(a) (3) of the regulations. 
Calculations under § 203(c) are to be 
made on a worldwide, rather than a 
schedular, basis.

The following examples illustrate the 
provisions of § 203 (c) :

Example (19). A U.S. corporation (DI) 
held liquid foreign balances (other than 
Canadian foreign balances and direct invest­
ment liquid foreign balances) o f $200,000 
on March 31, 1965, $200,000 on April 30, 1965, 
$100,000 on May 31, 1965, $400,000 on
April 30, 1966, and $300 thousand on May 31, 
1966. It held no liquid foreign balances of 
any kind as of the end of any other month 
during 1965 or 1966. The amount of liquid 
foreign balances (other than Canadian liquid 
foreign balances and direct investment liquid 
foreign balances) which DI may hold as o f the 
end of any month commencing June 30, 1968, 
is $50,000 (i.e., $1,200,000 divided by 24). The 
answer is the same even if DI did not become 
a direct investor until after 1966.

Example (20). A U.S. resident (DI) did not 
hold any liquid foreign balances during 1965 
or 1966 but, as of June 15, 1968, he has 
$150,000 on deposit in checking accounts 
which he maintains with banks in Europe. 
DI may not (except as provided in § 203(e) 
(1) ) hold any liquid foreign balances (other 
than Canadian liquid foreign balances and 
direct investment liquid foreign balances) as 
of the end of any month commencing 
June 30, 1968.

Example (21). A U.S. resident (DI) held 
Uquid foreign balances during 1965 and 1966

but all were Canadian foreign balances. DI 
may not (except as provided In § 203(e) (1)) 
hold any liquid foreign balances (other than 
Canadian liquid foreign balances and direct 
investment liquid foreign balances) as of the 
end of any month commencing June 30, 1968.

Example (22). Same facts as in Example 
(20), except that during 1968 DI maintains 
his bank accounts in Canada. These accounts 
are not subject to § 203(c) and DI need not 
reduce them at any time.

A DI may transfer liquid foreign bal­
ances from one foreign country to an­
other but the aggregate amount thereof 
at the end of any month may not exceed 
the amount permitted under § 203.

(g) Direct investment liquid foreign 
balances. Since direct investment with 
the proceeds of long-term foreign bor­
rowings does not have an immediate ad­
verse effect on the U.S. balance of pay­
ments, the Office expects that DIs which 
obtain such funds for investment in their 
AFNs will use the funds for such invest­
ment before using other funds or prop­
erty, even though the use of other funds 
or property may be generally authorized 
to the DI under §§ 503 or 504. Accord­
ingly, unless the provisions of § 203(d) 
(2) or (e) (2) are applicable, neither 
§§ 503 nor 504 of the regulations au­
thorizes any positive net transfer of cap­
ital by a DI to any scheduled area during 
1968 and subsequent years if, at the end 
of any such year, the DI holds any direct 
investment liquid foreign balances (§ 203
(d )(1 )). “Direct investment liquid for­
eign balances” are defined in § 203(a) as 
liquid foreign balances which represent 
the proceeds of long-term foreign bor­
rowings by a DI and which are held by 
the DI primarily in anticipation of mak­
ing transfers of capital to AFNs of the 
DI. Income (including capital gains) 
earned on investments and reinvest­
ments of such proceeds may constitute 
liquid foreign balances but will not con­
stitute direct investment liquid foreign 
balances.

The term “long-term foreign borrow­
ing” is defined in § 324 of the regulations 
(see § B324, infra); the term generally 
does not include long-term borrowings 
made from “Canadian persons” (as de­
fined in § 1101(d) of the regulations) 
(see § 1106 of the regulations). However, 
proceeds of long-term foreign borrow­
ings made from foreign nationals other 
than Canadian persons and invested in 
Canadian foreign balances are considered 
direct investment liquid balances if such 
Canadian balances otherwise fall within 
the definition of direct investment liquid 
foreign balances set forth in § 203(a) (3).

Example (23). In March. 1968, a U.S. cor­
poration (DI), through a wholly-owned 
Delaware international finance subsidiary, 
sells $20,000,000 principal amount of guar­
anteed debentures in Europe, the proceeds 
of which are to be invested in AFNs of DI. 
DI’s allowable positive direct investment in 
Schedule A under § 504(a) (1) of the regula­
tions is $3,000,000 and its allowable positive 
direct investment in Schedule B under 
§ 504(a) (2) of the regulations is $10,000,000. 
From June 1 through November 30, 1968, DI 
makes a $2,000,000 positive net transfer of 
capital to its Schedule A AFNs and an 
$8,000,000 positive net transfer of capital to 
its Schedule B AFNs. As of December 31, 
1968, $2,000,000 of the proceeds of the 1968

debenture offering is held in short-term time 
deposits in foreign banks, the remainder 
being held in bank deposits in the United 
States. DI does not file a certificate under 
§ 203(d) (2) of the regulations. Neither the 
$2,000,000 positive net transfer of capital to 
Schedule A nor the $8,000,000 positive net 
transfer of capital to Schedule B is authorized 
under § 504. The result would be the same 
even if the borrowing was made after the 
positive net transfers of capital to Schedules 
A and B.

Example (24). A U.S. corporation (DI) is 
authorized under § 504(a) (1) to make posi­
tive direct investment of $2,000,000 in Sched­
ule A during 1968. In November 1968, DI 
borrows $3,000,000 from a foreign bank. The 
loan has a term of 3 years. DI intends to 
invest the proceeds in a Schedule C AFN in 
1969. During 1968, DI makes a positive net 
transfer of capital of $1,000,000 to its Sched­
ule A AFNs. As of December 31, 1968, all of 
the proceeds of the $3,000,000 borrowing are 
invested in short-term foreign government 
securities which are physically held in the 
United States. DI does not file a certificate 
under 1203(d)(2). The $1,000,000 positive 
net transfer of capital to Schedule A is not 
authorized under § 504.

Example (25). Between January 1 and 
September 30,1968, the branch AFN in Sched­
ule C of a U.S. corporation (DI) increases 
its net assets by $1,000,000 so that, as of 
September 30, 1968, DI has made a $1,000,000 
positive net transfer of capital to Schedule 
C. As of September 30, 1968, DI has $2,000,000 
proceeds of long-term foreign borrowing 
available for direct investment and such 
borrowings are then invested in short-term 
foreign government securities. During the 
final quarter of 1968, DI allocates (on the 
books and records maintained by DI under 
§§ 203(b) and 601 of the regulations) 
$1,000,000 of its long-term foreign borrowing 
proceeds to its positive net transfer of capital 
to Schedule C so that, as of the end of 1968, 
DI does not have a positive net transfer of 
capital to Schedule C. DI is not affected by 
§ 203(d)(1). Note, however, that, as of the 
end of 1968, the amount of long-term foreign 
borrowing proceeds available to DI for direct 
investment has been reduced to $1,000,000 
because of the allocation made to tlje prior 
transfers to Schedule C. Note also that, of 
the $2,000,000 in liquid foreign balances held 
by DI as of the end of 1968, only $1,000,000 
constitutes direct investment liquid foreign 
balances; the remaining $1,000,000, since 
already allocated to transfers of capital, con­
stitutes liquid foreign balances subject to 
the reduction provisions of § 203(c).

Section 203(d)(1) does not prohibit 
positive net transfers of capital made 
pursuant to general authorizations other 
than those set forth in §§ 503 and 504 of 
the regulations.

Example (26). Same facts as in Example 
(24), except that the only positive net trans­
fer of capital made by DI during 1968 is a 
positive net transfer of capital of $1,000,000 
to its Canadian AFNs. The positive net trans­
fer of capital is authorized by § 1102 
of the regulations and is not affected by 
§ 203(d)(1).

Example (27). Same facts as in Example 
(24), except that the only positive net trans­
fer of capital made by DI during 1968 in­
volved repayment of a $1,000,000 long-term 
foreign borrowing pursuant to Subpart J of 
the regulations. The positive net transfer of 
capital is authorized by § 1002 of the regula­
tions and is not affected by § 203(d) (1).

Under § 203(d) (2) of the regulations, 
a DI affected by the provisions of 
§ 203(d)(1) during any year may avoid 
the prohibitions of the latter section by 
delivering to OFDI a certificate which:

FEDERAL REGISTER, VOL. 33, NO. 198— THURSDAY, OCTOBER 10, 1968
No. 198—Ft. II-----2



15166

( 1 ) States the amount of direct invest­
ment liquid foreign balances held by the 
DI as of the end of such year;

(2) Certifies that the DI, had it ex­
pended such foreign balances or the pro­
ceeds thereof in making the positive net 
transfers of capital (if any) actually 
made by the DI during such year, or had 
it liquidated such foreign balances and 
returned the proceeds thereof to the 
United States, would have:

(i) Contravened express representa­
tions made by the DI to, or restrictions 
imposed on the DI by, persons from 
whom the relevant long-term foreign 
borrowings were obtained; or

(ii) Created a substantial probability 
of material adverse U.S. or foreign tax 
consequences to the DI; and

(3) Sets forth in detail all relevant 
facts in support of the certification made 
pursuant to (2) above.

Such a certificate must be filed with 
the Director within 45 days after the end 
of the year involved. The filing of a cer­
tificate which in the opinion of the Office 
complies with § 203(d) (2), automatically 
precludes the application of § 203(d) (1) 
for the year involved. Dis who are uncer­
tain as to whether a certificate will com­
ply with § 203(d) (2) should obtain spe­
cific approval of the certificate prior to 
the end of the year in question.

The term “express representations by 
the DI,” as used in § 203 (dM2), includes 
representations made in trust indentures, 
loan agreements, debenture purchase 
agreements, pledge agreements, deeds of 
charge, and the like.

(h) Reallocation of long-term foreign 
borrowing proceeds. As a result of 
§ 203(d) (1), a DI which is generally au­
thorized under § 503 or 504 to make posi­
tive direct investment in a scheduled area 
with funds other than long-term foreign 
borrowing proceeds may be compelled to 
expend such proceeds in making trans­
fers of capital to AFNs in that scheduled 
area (or allocate them to such transfers) 
even though the DI originally intended 
to extend the proceeds at a later time 
in a scheduled area in which it was not 
generally authorized to make positive 
direct investment. This might altogether 
preclude the DI from making the invest­
ment for which the borrowing was actu­
ally intended, even though it would 
otherwise be permissible for the DI to 
make such investment with the borrowed 
funds. This is particularly true if the 
proceeds of the borrowing were originally 
earmarked for investment in Schedule 
C, since a positive net transfer of capital 
to Schedule C during any year is ordi­
narily not permitted. Accordingly, if 'a  
DI invests long-term foreign borrowing 
proceeds in a particular scheduled area in 
1968 because of the provisions of 
§ 203(d)(1), then § 203(d) (3) of the 
regulations allows the DI to reallocate 
the proceeds to transfer of capital which 
it makes to AFNs in other scheduled 
areas in 1969 and subsequent years. As a 
general rule, proceeds of long-term for­
eign borrowings invested in or allocated 
to investments in a scheduled area at a 
time when such investments would be 
authorized by § 503 or 504 will be deemed
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to have been expended “because of the 
provisions of § 203(d) (1).”  As with allo­
cations made under § 313(d)(1), reallo­
cations under § 203(d)(3) are made on 
the books and records maintained by the 
DI under §§ 203(b) and 601.

The following example illustrates the 
provisions of § 203(d) (3):

Example {28) . During 1968, a U.S. corpo­
ration (DI) is generally authorized under 
§ 504 to make positive direct investment of 
$5,000,000 in Schedule A and positive direct 
investment of $5,000,000 in Schedule B. On 
March 1, 1968, DI borrows $10,000,000 from a 
foreign bank on a long-term basis, the pro­
ceeds of which DI intends to invest in Sched­
ule C during 1968 and 1969. Only $3,000,000 
of the proceeds are to be invested in Sched­
ule C during 1968 and the remainder of the 
proceeds are to be invested on an interim 
basis4n short-term certificates of deposit of 
foreign banks. During 1968, DI makes trans­
fers of capital of $2,000,000 to Schedule A and 
$2,000,000 to Schedule B. In order to avoid 
the prohibitions of § 203(d) (1), such trans­
fers are made with the proceeds of the foreign 
borrowings. As a result, DI holds $3,000,000 
of direct investment liquid foreign balances 
as of December 31, 1968, but has not made a 
positive net transfer of capital to any sched­
uled area during that year. In 1969, DI com­
pletes its planned $10,000,000 Schedule C in­
vestment by using the remaining $3,000,000 
of the long-term foreign borrowing proceeds 
and $4,000,000 from its U.S. funds. DI may, 
in this case, reallocate the $4,000,000 of long­
term foreign borrowing proceeds expended in 
Schedule A and Schedule B in 1968 to its 
1969 investment in Schedule C and may 
therefore treat the entire $7,000,000 invest­
ment in Schedule C during 1969 as having 
been made with the proceeds of the long-term 
foreign borrowings. In such event, DI will be 
deemed to have made a $2,000,000 transfer 
of capital to Schedule A and a like transfer 
of capital to Schedule B during 1969; how­
ever, because DI did not make any positive 
net transfer of capital to Schedule A or B 
during 1968 (due to the use of the long-term 
foreign borrowing proceeds in making the 
transfers of capital to Schedule A and B in 
1968), the transfers deemed made to Sched­
ules A and B in 1969 would be authorized 
under the carry-forward provisions of § 504 
(b)(1) and (b )(2 ), assuming no other di­
rect investment was made in those Schedules 
in 1969. Note also, that, since all of the bor­
rowing proceeds have been invested in or al­
located to Schedule C in 1969, repayment of 
the borrowing will result in a $10,000,000 
transfer of capital to Schedule C under § 312 
(a )(7 ).

(i) Exemptions. A DI is not subject to 
the provisions of § 203(c) as of the end 
of any month if the total foreign balances 
then held by the DI amounts to $25,000 
or less. Similarly, a DI is not subject to 
the provisions of § 203(d) (1) with respect 
to any year if the total foreign balances 
held by the DI at the end of such year 
amounts to $25,000 or less. DIs should 
be aware that the exemptions provided 
by § 203(e) (1) and (e) (2) refer to “ for­
eign balances” and not to “ liquid foreign 
balances.” They should also be aware 
that the exemptions are completely inap­
plicable if the amount of foreign balances 
at the relevant time exceeds $25,000.

The following examples illustrate the 
provisions of § 203 (e ):

Example (29). On June 30, 1968, a U.S. 
resident (DI) holds foreign balances of $30,- 
000, only $20,000 of which constitute liquid 
foreign balances. DI is subject to the provi­

sions of § 203(c) with respect to the entire 
$20,000 of liquid foreign balances.

Example (30). On December 31, 1968, a 
U.S. resident holds foreign balances of $100,- 
000, only $25,000 of which constitute liquid 
foreign balances. Only $20,000 of the liquid 
foreign balances constitute direct investment 
liquid foreign balances. DI is subject to the 
provisions of § 203(d) (1 ).
§ B304 Affiliated foreign national.

(a) In general. The concept of “affili­
ated foreign national” (AFN) is crucial 
to the application of the regulations, 
since the regulations apply only to per­
sons within the United States who are or 
become “direct investors” (DIs) by vir­
tue of their interests in “AFNs” .

As a general rule, any transaction be­
tween a person within the United States 
and any foreign national (as defined in 
§ 302) which does not affect such per­
son’s equity or debt investment in an 
AFN or which does not result in a for­
eign national becoming an AFN is not 
subject to the direct investment prohibi­
tions imposed by § 201 of the regulations.

In general, an AFN of a person within 
the United States is defined in § 304(a) 
(1) to include the following types of in­
corporated and unincorporated foreign 
business operations in which such person 
owns, directly or indirectly, a 10 percent 
interest:

(i) A corporation or partnership orga­
nized under the laws of a foreign coun­
try; such an AFN includes all business 
ventures conducted by employees or part­
ners of the foreign corporation or part­
nership on its behalf within the same 
scheduled area as the country of organiz­
ation, and also includes business ventures 
so conducted within different scheduled 
areas if the business ventures are not 
themselves regarded as separate AFNs by 
virtue of the exemptions for certain small 
or transient operations provided by para­
graph (d) of § 304.

(ii) A business v e n t u r e  conducted 
within a foreign country on behalf of a 
person within the United States by such 
person or by employees or partners of 
such person; and

(iii) A business venture conducted 
within a foreign country on behalf of a 
foreign corporation or partnership de­
scribed in (i), supra, by employees or 
partners thereof, other than business 
ventures included as part of such corpo­
ration or partnership.

For purposes of applying the forego­
ing definitions, Canada is deemed to be in 
a scheduled area other than Schedule B.

(b) Foreign corporations. A “foreign 
corporation” includes any organization 
or entity incorporated under the laws of 
a foreign country and any other 
organization not so incorporated but 
which is organized under the laws of a 
foreign country and has all or a sub­
stantial part of the legal characteristics 
commonly attributed to corporations 
under the laws of the United States (see 
§ 307(b)). Thus, for example, an orga­
nization which is not formally incorpo­
rated under foreign law but which has 
transferable interests, which is so orga­
nized that the holders of interests in it 
are not liable for its obligations except 
to the extent of their contributions or
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subscriptions, and which has centralized 
management and perpetual duration, 
would be considered a foreign corpora­
tion if it were organized pursuant to the 
laws of a foreign country.

Under § 304(b) of the regulations, a 
corporation is generally assigned to the 
scheduled area of the foreign country 
under whose laws it is organized, regard­
less of the situs of its operations;6 how­
ever, if the corporation conducts no oper­
ations in that scheduled area but merely 
maintains a required statutory office 
therein, the Director may, by his own 
order or upon application of an inter­
ested person and based upon all the per­
tinent facts and circumstances, assign 
the corporation to a different scheduled 
area or determine that the corporation 
is a person within thè United States (see 
§B322(h), infra).

(c) Foreign partnerships. A “foreign 
partnership” generally refers to a for­
mally structured organization which is 
not considered a corporation but which 
is organized pursuant to a foreign part­
nership or similar statute. A “joint 
venture” will ordinarily be treated as a 
foreign “business venture,” rather than 
as a partnership, if it'is formed to en­
gage in a specific transaction or series 
of related transactions and is to be liqui­
dated when the transaction or trans­
actions have been completed.7

(d) . Foreign business ventures. The 
word “business” as used in the term 
"business venture,” encompasses all 
activities engaged in for profit or which 
are integrally related to activities en­
gaged in for profit. Thus, for example, 
the research and development division of 
a manufacturing corporation is con­
sidered to be a “business venture” as are 
the testing and repair facilities of such 
corporation.

The term “business venture” generally 
refers to an operation having a perma­
nent situs in a foreign country or a 
situs which is to be maintained for an 
indefinite period. The most common ex­
ample of a business venture under § 304 
(a) (1) (ii) is an overseas sales or manu­
facturing branch of a DI, whether or 
not the DI customarily maintains-sepa­
rate books and records reflecting the 
assets, liabilities, earnings and expenses, 
etc., attributable or allocable to the 
branch. The most common example of a 
foreign business venture under § 304(a) 
(1) (iii) is a sales or manufacturing 
branch of an incorporated AFM if the 
branch is located in a- scheduled area 
other than the scheduled area to which 
the incorporated AFM is assigned. If the 
branch were located in the same sched­
uled area it would not be a separate 
AFN but would be included as part of the 
incorporated AFN under § 304(a) (1) ( i) .

* The operations, of course, may be separate 
AFNs if conducted in different scheduled 
areas.

7 Note that a foreign partnership is as­
signed to the scheduled area of the country 
under whose laws it is organized whereas a 
foreign business venture is assigned to the 
scheduled area where the business is con­
ducted. Note also that the exemptions pro- 
Vlded in § 304(d) apply to foreign business 
ventures but not to foreign partnerships.
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In determining whether an overseas 
operation is a “business venture” , and 
therefore constitutes an AFN under 
§ 304 (a) (1) (ii) and (a) (1) (iii), the con­
cepts embodied in the term “permanent 
establishment,” as used in various con­
ventions for the avoidance of double 
taxation concluded by the United States 
and in the Draft Double Taxation Con­
vention on Income and Capital of the 
Organization for Economic Cooperation 
and Development (“OECD” ) , and in 
§ 864(c) of the Internal Revenue Code of 
1954, may serve as useful guidelines. In 
addition, the standards adopted by many 
courts of the United States in determin­
ing whether a corporation is doing busi­
ness within a particular state for qualifi­
cation purposes (rather than in deter­
mining whether a corporation is subject 
to service of process within the State) 
may also serve as useful guidelines.

Thus, for example, a business venture 
under § 304(a)(1) (ii) and (iii) would 
include a place of management, a fac­
tory, a workshop, an office, a mine, a 
quarry or other place of extraction of 
natural resources, and the like.

However, other types of facilities 
abroad, such as storage areas and dis­
play offices, while frequently not con­
sidered “permanent establishments” 
under applicable conventions, may them­
selves nevertheless be considered “busi­
ness ventures” for purposes of the 
regulations.

Ownership of interests in real property 
abroad (excluding mortgages secured by 
real property) will also constitute busi­
ness ventures if held primarily for busi­
ness purposes (including real property 
held for appreciation rather than im­
mediate income) rather than for per­
sonal, use. Crop or grazing acreage, 
apartment houses or land held for subdi­
vision, for example, will be considered 
business ventures for purposes of fihe 
regulations; real property abroad, such 
as a house in the Bahamas purchased 
by a person within the United States 
principally for personal use but rented 
to others for a portion of a year, will be 
considered as not being held primarily 
for business purposes.

Contract construction, engineering, oil 
exploration and similar operations in­
volving a job-site or project office in a 
foreign country are also business ven­
tures within the meaning of the regula­
tions. Drilling operations on the U.S. 
continental shelf or geological drilling in 
the deep ocean over which no nation 
asserts jurisdiction are deemed to be con­
ducted within the United States. Drilling 
operations conducted on the continental 
shelf adjacent to a foreign country are 
deemed to be conducted in that country.

The term “employee,”  as used in 
§ 304(a)(1), is not necessarily synony­
mous with that term as used for Federal 
income or employment tax purposes, or 
for social security purposes. An agent 
working substantially full-time for a per­
son within the United States and having 
a stock of goods from which orders are 
filled, or having authority to accept or­
ders or otherwise execute contracts on 
behalf of his principal within the United 
States, may be considered an employee
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for purposes of this section. Further, the 
lack of authority to conclude contracts 
may be disregarded if acceptance is 
merely a ministerial act.

Under § 304(b) (1), an operation which 
qualifies as a “business venture” under 
§ 304(a)(1) (ii> or (iii) will generally 
be considered an AFN in the scheduled 
area in which the business is conducted. 
A special rule is provided in the case of 
certain “nonpermanent” or transient 
business ventures which are conducted 
sequentially in more than one scheduled 
area during any year. In that case, the 
scheduled area in which the business ven­
ture is conducted for the greatest period 
of time during such year shall be deemed 
the only scheduled area in which such 
business venture is conducted during 
such year. Thus, for example, a travel­
ing circus which during 1968 conducts 
performances for short periods of time 
in a number of countries in different 
scheduled areas, but primarily in con­
tinental European countries, will be 
deemed an AFN only in Schedule C dur­
ing 1968.

(e) 10 percent interest. The term “ 10 
percent interest”, as used in the regula­
tions, refers generally to a 10 percent or 
greater voting interest in the case of 
foreign corporation and a 10 percent or 
greater profits interest in the case of for­
eign partnerships and business ventures 
(see §§ 304(b) (2), 901, and 902 of the 
regulations). However, the Director has 
the authority, in his discretion, to deter­
mine that a person within the United 
States is a DI in a foreign enterprise if 
such person does not own or acquire the 
specific type of interest in the foreign 
enterprise described in § 304(b) (2) of the 
regulations but does own or acquire a 
present or contingent 10 percent or 
greater interest in the voting securities, 
capital or earnings of the foreign enter­
prise. As a general rule, such determina­
tion will not be made unless the United 
States person actually participates in 
and exercises a controlling influence over 
the affairs of the foreign enterprise and 
transfers funds or other property to the 
foreign enterprise exceeding $200,000 
during any year commencing with 1968. 
Note also, that a person who is merely a 
creditor of a foreign enterprise (whether 
secured or otherwise) will not be deemed 
to have a 10 percent profits interest in a 
foreign enterprise solely because such 
person’s creditor position results in his 
receiving all or a substantial portion of 
the revenues of the foreign enterprise in 
the form of principal and/or interest 
payments.

The following examples illustrate the 
provisions of § 304 (a) and (b ) :

Example (1). A U.S. corporation (A) owns 
10 percent of the outstanding voting stock of 
a corporation (X) organized under the laws 
of France. X  is an incorporated AFN of A lo­
cated in Schedule C (see § 304 (a) (1) (i) and 
(b )(1 )) . If X  were incorporated under the 
laws of a Schedule A country, X would be an 
incorporated AFN of A located in Schedule A. 
If X  were incorporated under the laws of a 
Schedule B country, X  would be an incor­
porated AFN of A located in Schedule B.

Example (2). Same facts as in Example 
(1) except that X  (the French corporation)
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has a wholly-owned subsidiary (Y) incor­
porated under the laws of the United King­
dom and Y has a branch (B) in danada, the 
branch constituting a separate AFN. Y and 
B are each separate AFNs of A located in 
Schedule B as A has a 10 percent interest in
Y and B (i.e.t 10 percent multiplied by 100 
percent) (see §304 (a)(1) (i) and (ill), and 
(b )(1 )) . Y is an incorporated AFN and B 
is an unincorporated Canadian AFN. Note 
that, if B came within the provisions of 
§ 304(d) and was not therefore a separate 
AFN, it would be considered as part of the 
incorporated AFN, Y.

Example (3). Same facts as in Example (2) 
except that X owns only 95 percent of the 
outstanding voting stock of Y, the remainder 
being owned by unaffiliated foreign nationals
Y and B are not AFNs of A as A’s interest in
Y and B is only 9.5 percent (i.e., 10 percent 
multiplied by 95 percent).

Example (4 ) . Same facts as in Example (2) 
except that X  owns only 95 percent of the 
standing voting stock of X  and X owns 80% 
of the voting stock of Y. Y and B are sep­
arate AFNs of A located in Schedule B as A 
owns a 16 percent interest in Y and B (i.e., 
20 percent multiplied by 80 percent) (see 
§ 304 (a) (1) (i) and (iii), and (b) (1 )). Y is 
an incorporated AFN and B is an unincorpo­
rated Canadian AFN.

Example (5). Same facts as in Example (3) 
except that the 5 percent voting stock inter­
est in Y not owned by X is owned directly 
by A. Y and B are separate AFNs of A located 
in Schedule B as the aggregate of A’s 5 per­
cent and 9.6 percent interests in Y and B is 
10 percent or greater (see § 304 (a) (1) (i) 
and (ill), and (b) (1 )). Y is an incorporated 
Schedule B AFN and B is an unincorporated 
Canadian AFN.

Example (6). Same facts as in Example (3) 
except that the 5 percent voting stock inter­
est in Y not owned by X  is owned by a 
wholly-owned subsidiary of A (Z) located 
in Schedule A. Y and B are separate AFNs 
of A located in Schedule B as the aggregate 
of A’s 9.5 percent interest in Y and B owned 
through X and A’s 5 percent interest in Y 
and B owned through Z is 10 percent or 
greater (see § 304 (a)(1) (1) and (ill), and 
(b )(1 )) . Y is an incorporated Schedule B 
AFN and B is an unincorporated Canadian 
AFN.

Example (7). Same facts as in Example (1) 
except that A owns only 9 percent of the out­
standing voting stock of X  (the French cor­
poration) . However, A owns a presently exer­
cisable option to acquire additional voting 
stock of X  which, if actually exercised, would 
give A ownership of 35% of X ’s outstanding 
voting stock. Moreover, a majority of X ’s 
directors are designees of A and A has for a 
number of years actively participated in and 
exercised a controlling influence over the 
affairs of X. The Director has the authority 
to determine that X is an AFN of A but this 
determination will not be made unless A 
transfers more than $200,000 in funds or 
other property to X during any year com­
mencing with the year 1968. (See § 304 
(b )(4 ).)

Example (8). A U.S. corporation (A) owns 
10 percent of the outstanding voting stock of 
a French corporation (X ) . X has a factory 
in Argentina, a Latin American sales office 
in Brazil, a Far Eastern sales office in Japan, 
a sales office in the United Kingdom and 
numerous factories and sales offices in conti­
nental Europe. The Far Eastern sales office 
has gross assets of less than $50,000 and 
therefore comes within the provisions of 
§ 304(d); the other sales offices do not come 
within the provisions of § 304(d). X is an in­
corporated AFN of A located in Schedule C 
and such AFN includes the factories and sales 
offices in continental Europe and the Far 
Eastern sales office (see § 304 (a) (1) (i), (b) 
(1), and (d )(1 )). The factory in Argentina

and the sales office in Brazil are each separate 
unincorporated AFNs of A located in Sched­
ule A (see § 304 (a) (1) (iii) and (b) (1) ).

Example (9). A French corporation (X) 
has 200,000 shares of stock outstanding,
100.000 of which are shares of voting stock 
and 100,000 of which are shares of a non­
voting fixed dividend preferred stock. X  has 
numerous branches in Schedules A and B. 
For many years, substantially all of the 
profits of X (including the profits of the 
branches) have been distributed as dividends 
to thé holders of the preferred stock and no 
dividends have been paid on the common 
stock. A United States corporation (A) 
owns 8,000 shares of X ’s voting stock and
70.000 shares of its preferred stock; how­
ever, A’s investment in X has not been 
accompanied by A’s active participation in or 
control over X ’s business affairs. X is not 
an AFN of A. Moreover, although A has for 
many years received more than 10 percent 
of the profits of X ’s Schedule A and B 
branches, in the form of preferred stock 
dividends, these branches are also not AFNs 
of A. As a general rule, therefore, a foreign 
business venture owned directly by a foreign 
corporation or partnership is not an AFN of 
a U.S. person unless the foreign corporation 
or partnership is an AFN of such U.S. 
person.

Example (10). An individual (A) who is a 
person within the United States owns a 
parcel of 1,000 acres of undeveloped real 
estate in Brazil all of which is being held 
by A for investment. Assuming the inappli­
cability of § 304(d), the real estate is an un­
incorporated AFN of A located in Schedule A 
(see § 304 (a) (1) (li) and (b) (1) ).

Example (11) . A U.S. manufacturing cor­
poration (A) employs 5 salesmen who travel 
throughout Europe to solicit orders for A’s 
products. All orders must be accepted by A 
in the United States. The salesmen operate 
out of a rented office in France and are all 
permanent resideilts of France. The rental 
and all other expenses of the sales office, in­
cluding the salaries of the salesmen and other 
office personnel, are paid by A. Assuming the 
inapplicability of § 304(d), the sales office 
operation is an unincorporated AFN of A lo­
cated in Schedule C (see §304 (a ) ( l )( i i )  
and (b) (1) )'.

Example (12). A U.S. manufacturing cor­
poration (A) has a factory in Argentina. The 
factory has its own sales force and the pro­
duction of the factory is sold throughout 
Latin America by this sales force. Assum­
ing the inapplicability of § 304(d), the fac­
tory and sales operation constitute an un­
incorporated AFN of A located in Schedulé A 
(see § 304 (a) (1) (ii) and (b )(1 )) .

Example (13). A U.S. corporation (A) sells 
its products in continental Europe through 
independent sales agents in Europe which 
also sell non-competitive products of many 
other U.S. corporations. The agents are com­
pensated strictly on a commission basis based 
on their gross sales of A’s products. A also 
employs salaried salesmen in the United 
States who periodically travel to Europe to 
make sales to A’s largest European customers. 
A does not maintain any permanent manu­
facturing or sales facility in Europe. A does 
not have an AFN in Schedule C by virtue of 
the foregoing facts.

Example (14). Same facts as in Example 
(13) except that, in order to expedite deliv­
eries to its European customers, A rents space 
in a warehouse in the Netherlands where 
it maintains a substantial inventory of its 
products. Orders from A’s European custom­
ers are filled from the inventory which is 
periodically replenished by A. The result is 
the same as in Example (13). Note that the 
result would be different if A owned the 
Warehouse (assuming the inapplicability of 
§ 304(d) ) as in that case the warehouse it­
self would be an AFN.

Example (15). A U.S. corporation (A) is 
engaged in rendering management consult­
ing services. Many of its clients are uiiaffili. 
ated foreign corporations. During the course 
of a year, A’s salaried personnel, all of whom 
are permanent residents of the United States, 
travel to A’s foreign customers to render 
consulting services. They typically work at 
the head offices of the foreign companies for 
1 to 2 months at a time. A does not have any 
AFNs by virtue of the foregoing facts.

Example (16). A U.S. corporation (A) is 
engaged in the construction business. Dur­
ing the course of a year, A bids on numerous 
European construction projects and receives 
contracts on a small fraction thereof. A has 
a permanent office in France where it employs 
a variety of personnel whose principal task 
is to gather information concerning contem­
plated construction projects and to super­
vise and Coordinate all projects on which A 
is then working. In January 1968, A receives 

-two contracts'to construct factories in Ger­
many and Belgium. Soon thereafter A trans­
fers men and equipment to the project sites. 
Assuming the inapplicability of § 304(d), 
each project site is an unincorporated AFN 
of A as is A’s office in France (see § 304 (a) 
(1) (iii) and (b) (1) ). Note that the office in 
France is an AFN without regard to the open­
ing of the German and Belgian project sites 
and vice versa.

Example (17). An individual (A) who is a 
person within the United States is a partner 
in a partnership (X) organized under the 
laws of Germany, although he is not actively 
engaged in X ’s business. Under the partner­
ship agreement, A is entitled to receive 15 
percent of the profits of X. X  is an unincor­
porated AFN of A located in Schedule C'(see 
§304 (a) (I) (i) and :(b) (1) ).

Example (18). In 1968, a U.S. corporation 
(A) obtains a concession from a Middle East­
ern Schedule B country to drill for oil within 
that country. A then enters into a joint ven­
ture agreement with two United States and 
two foreign companies with respect to the ex­
ploitation of the concession. Under the agree­
ment, A is to be the principal operator of the 
concession, and is entitled to receive 25 per­
cent of any ensuing production. The oil ex­
ploration venture is an unincorporated AFlf 
of A located in Schedule B (see § 304 (a) (1) 
(ii) and (b) (1) ). Note that the joint venture 
will also be an unincorporated AFN of the 
other U.S. corporations and that A and the 
other U.S. corporations are members of an 
associated group, (see § 905).

*Example (19). A U.S. manufacturing corpo­
ration (A) enters into a contract with an 
individual citizen of Argentina (X) pursuant 
to which X  will be A’s exclusive representa­
tive in Latin America to solicit orders for 
A’s products. X  is not to handle the products 
of any other company but is to work full-time 
in soliciting orders for A. X  is to be compen­
sated on a commission basis based on the 
gross sales of A’s products attributable to X’s 
efforts. X  has no authority to accept orders 
but must forward them to A for approval. 
A is to pay the rental for X ’s office in Buenos 
Aires, but all of-X ’s other expenses (includ­
ing the salaries of clerical and other required 
personnel) are io  be paid by X  out of his 
commissions. The Buenos Aires telephone di­
rectory is to carry a listing in A’s name show­
ing the telephone number of X ’s office. A 
also rents space in a warehouse in Buenos 
Aires, from which it fills orders from its 
Latin American customers. A does not have 
any AFN by virtue of the foregoing facts.

Example (20). An individual (A) who is 
a person within the United States maintains 
a number of bank accounts with foreign 
banks and also maintains an account with 
a German stock brokerage firm. A does not 
have any AFN by virtue of the foregoing facts.
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■Example (21). A U.S. corporation (A) pe­
riodically sends its employees to foreign coun­
tries to maintain, service and repair computer 
equipment which A leases and sells to un­
affiliated foreign customers. A does not have 
any AFNa by virtue of the foregoing facts. 
Note that the result would be different (as­
suming the inapplicability of § 304(d)) if A 
maintained a permanent office overseas and 
its employees operated out of such office.

Note that, if in Examples 11,12,16, and 
18 above, a foreign subsidiary of A 
(whether of the second or any lower 
tier), rather than A itself, had been en­
gaged in the business venture referred to, 
the foreign subsidiary would (if A owned 
directly or indirectly 10 percent or more 
of its outstanding voting stock) be an 
incorporated AFN of A located in the 
scheduled area of the country under 
whose laws it was organized (see § 304
(a) (1) (i) and (b) (1)), while the business 
venture referred to would (if the venture 
was conducted in a scheduled area other 
than the scheduled area to which the 
subsidiary was assigned and § 304(d) was 
inapplicable to the venture) be a sep­
arate unincorporated AFN of A located in 
the scheduled area in which the venture 
was conducted (see § 304 (a) (1) (iii) and
(b) (1)). If the subsidiary were assigned 
to the same scheduled area as the sched­
uled area in which the business venture 
was conducted, or if the subsidiary and 
the business venture were1 assigned to dif­
ferent scheduled areas but the provisions 
of § 304(d) was applicable to the venture, 
the business venture would not be a sep­
arate AFN ''but would be considered as 
part of the subsidiary. Thus, the earnings 
(or losses) of the business venture would 
be taken into account in calculating A’s 
share in the reinvested earnings (or 
losses) ¡of all incorporated AFNs of A 
in the scheduled area to which the sub­
sidiary was assigned, and would not be 
taken into account in calculating A’s net 
transfer of capital to all unincorporated 
AFNs in the scheduled area where the 
business venture was conducted.

(f) Charitable organizations. Section 
304(c) states the general rule that for­
eign corporations, partnerships or busi­
ness ventures engaged solely in chari­
table, educational, religious, scientific, 
literary or other similar activities not 
engaged in for profit will not be consid­
ered AFNs of a person within the United 
States. This exemption does not apply, 
however, to nonprofit U.S. organizations 
which own or acquire interests in foreign 
business enterprises which are designed 
as break-even or loss operations, but are 
adjuncts to profit-making activities.

The following examples illustrate sit­
uations to which § 304(c) is inapplicable: 

Example (22) . Four U.S. news-publishing 
corporations (A, B, C, and D) establish a 
membership corporation under New York law 
(E). A, B, C, and D each contribute 25 per­
cent of the capital required by E and each 
has 25 percent of the voting power in E. E is 
to gather news for the respective publica­
tions of A, B, C, and D and, in this connec­
tion, E is to establish various permanent 
news-gathering offices throughout the world 
and is to staff the offices with the requisite 
personnel. E is designed to operate on a 
break-even basis. The offices established by 
E are unincorporated AFNs of A, B, C, D, and E.
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Example (23). A membership corporation 
(A) is organized under New York law, its 
principal purpose being to provide funds to 
educational and charitable institutions. A ac­
quires 15 percent of the voting stock of a 
foreign manufacturing corporation (X) 
from a foreign national and the dividends 
received by A from X  are all distributed 
among various educational and charitable in­
stitutions as required by A’s charter. A is sub­
ject to the Federal Reserve Foreign Credit 
Restraint Program, and the FRB and OFDI 
may determine that the acquisition and all 
future transfers from A to X are subject to 
the OFDI regulations,

(g) Miscellaneous exemptions. Section 
304(d) sets forth three circumstances 
under which a business venture, during a 
particular year, will not be considered 
an AFN of a person within the United 
States. It should be noted that the ex­
emption applies only to a “business ven.- 
ture” referred to in section 304(a) (1) 
(ii) or (iii), and not to a corporation or 
partnership referred to in § 304(a) (1) (i) . 
The three circumstances are described 
in § 304(d) as follows:

(i) The business venture does not have 
or invove, at any time during such year, 
gross assets of more than $50,000 (valued 
at the greatest of cost, book value, re­
placement value or market value); or

(ii) The business venture is com­
menced during such year and is not rea­
sonably expected to be conducted with­
in one or more foreign countries for 
more than 12 consecutive months; or

(iii) The business venture is termi­
nated during such year and was not in 
fact conducted within one or more for­
eign countries for more than 12 consecu­
tive months.
The test under § 304(d) (i) relates to 
gross assets determined in accordance 
with accounting principles generally ac­
cepted in the United States. If at any 
time during the year the business ven­
ture has .gross assets of more than 
$50,000, it is deemed an AFN for the en­
tire year commencing at the beginning 
of such year.

The. determination as .to whether a 
business venture is reasonably expected 
to be conducted, or is in fact conducted, 
in a foreign country for a period of 12 
consecutive months under § 304(d) (ii) 
and (iii) should be made with reference 
to the primary activity of the business 
venture during such period. Continuous 
physical presence is not required. If, for 
example, a traveling circus spent sub­
stantially all of the requisite 12-month 
period abroad, but returned to the United 
States for 2-week appearances, two or 
three times per year, the business ven­
ture would nevertheless be considered to 
have been conducted within one or more 
foreign countries for more than 12 con­
secutive months.

With specific reference to contract 
construction, engineering, and similar 
operations conducted by U.S. companies 
directly, where the opening of a job-site 
and/or project office in a foreign coun­
try (or waters under the jurisdiction of 
a foreign country) is involved, the fol­
lowing rules will generally be applied 
under § 304(d) (ii) and (iii):

15169

(1) The date of commencement of the 
business venture is the date on which 
the first materials or equipment arrive 
at the job site, or the date the project 
office is opened, whichever is earlier; and

(2) The contract must provide that 
the job is to be paid for in cash, not later 
than 60 days after completion (except 
for reasonable required guaranty reten­
tions). The date of termination of the 
business venture is the date when all 
transfers of capital and earnings attrib­
utable to the relevant contract (except 
for reasonable required guaranty reten­
tions) are charged off the job’s books and 
repatriated to the United States. Rea­
sonable required retentions should be 
charged off and repatriated as soon as 
paid.

Note that, notwithstanding the rules 
of §'304(d) (ii) and (iii), if a U.S. com­
pany has an office in a foreign country 
which is maintained permanently or in­
definitely for the purpose of soliciting 
and carrying out contract ventures on a 
general basis rather than for the purpose 
of-carrying out a single contract or series 
of related contracts, such office may itself 
be an AFN of the U.S. company.

A determination under § 304(d) (ii) as 
to whether an overseas business venture 
is reasonably expected to be conducted 
for more than 12 consecutive months 
should be based on the facts and circum­
stances existing when the venture is 
commenced. The person making the de­
termination need not anticipate delays 
or interruptions which are not foresee­
able when the venture is commenced, 
such as delays or interruptions due to un­
anticipated labor strikes or slowdowns or 
unusual weather conditions.

The rule with respect to termination 
during any year under § 304(d) (iii) is 
not intended to be applied inflexibly. If, 
due to unforeseeable delays or interrup­
tions, a business venture cannot be ter­
minated within the required 12-month 
period, but is in fact terminated with 
reasonable dispatch in view of the unan­
ticipated difficulties, the Director may, 
upon application, determine that the 
venture is not an AFN.

Note that; if the provisions of § 304(d) 
are applicable to a business venture 
owned directly by a DI Ce.g. a branch of 
the DI), the business venture is not an 
AFN of the DI. Thus transfers between 
the DI and the venture have no effect 
under the regulations, nor do profits (or 
losses) of the venture. If, however the 
provisions of § 304(d) are applicable to 
a business venture owned directly by an 
AFN of a DI and therefore indirectly by 
the DI (e.g. a branch of a foreign sub­
sidiary of the D I), the business venture 
is not a separate AFN but is considered 
to be part of the subsidiary. Thus trans­
fers between the DI and the venture are 
treated as transfers between the DI and 
the subsidiary, and profits (or losses) of 
the venture are taken into account in cal­
culating the DI’s share in the reinvested 
earnings of the subsidiary; any net 
change in the net assets of the venture is 
disregarded in calculating the DI’s net 
transfer of capital to all unincorporated
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AFNs in the scheduled area where the 
venture is conducted.8
§ B305 Direct investor.

Section 305 of the regulations defines 
the term “direct investor” generally as 
any person within the United States (as 
defined in § 322) which directly or indi­
rectly owns or acquires a 10 percent 
interest in a corporation or partnership 
organized under the laws of a foreign 
country or in a business venture con­
ducted within a foreign country as 
described in § 304 of the regulations. The 
term “ 10 percent interest” is defined in 
§ 304(b) (2) of the regulations (see the 
discussion at § B304(e), supra).

It should be noted, however, that the 
term “ direct investor” also includes mul­
tiple entities or several individuals 
treated as a single person under §§ 323 
(relating to international finance sub­
sidiaries of a direct investor), 903 (relat­
ing to affiliated groups) and 904 (relating 
to family groups). The term also includes 
a person owning less than a 10 percent 
interest in a particular foreign corpora­
tion, partnership or business venture if 
(i) such person is a member of an asso­
ciated group as defined in § 905 and the 
group as a whole owns or acquires a 10 
percent interest in the foreign enterprise, 
or (ii) such person owns a direct interest 
in another DI and an election, consented 
to by such person, is made with respect 
to such other DI under § 906(b) (1).

A person within the United States first 
acquiring the requisite interest in a 
foreign corporation, partnership or 
business venture will be treated as having 
been a DI in the foreign enterprise im­
mediately preceding the acquisition. 
Accordingly, the initial acquisition of the 
requisite interest may involve a transfer 
of capital under § 312(a) (1) of the regu­
lations (see the discussion at §B312(c) 
and § B313(f), infra). Thus, for example, 
if a U.S. corporation (A), owning no 
interest in a French corporation (X ), 
acquires 10 percent or more of the out­
standing voting stock of X  from an un­
affiliated foreign national for $1,000,000 
in cash, A will be treated as a DI in X 
immediately prior to the closing of the 
acquisition and will therefore be treated 
as having made a $1,000,000 transfer of 
capital to X.

Although the acquisition or ownership 
of a 10 percent voting interest in a for­
eign corporation and a 10 percent profits 
interest in a foreign partnership or busi­
ness venture is ordinarily required to 
constitute the foreign enterprise an AFN 
of a person within the United States, the 
Director has the authority, ih his discre­
tion, to determine that the foreign enter­
prise is an AFN even if such U.S. person 
does not own or acquire the specific type 
of interest in the foreign enterprise 
described in § 304(b) (2) of the regula­
tions but does own or acquire a present 
or contingent 10% or greater interest in 
the voting securities, capital or earnings 
of the foreign enterprise. As a general

8 Note that this does not depend on § 505 
of the regulations which deals with transfers 
to and from business ventures which are 
not exempt under § 304(d).
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rule, such determination will not be made 
unless the U.S. person actually partici­
pates in and exercises a controlling influ­
ence over the affairs of the foreign 
enterprise and transfers funds or other 
property to the foreign enterprise ex­
ceeding $200,000 during any year com­
mencing with 1968 (see §B304(e), 
supra).
§ B306 Positive and negative direct in­

vestment.
(a) In general. Section 306 of the 

regulations sets forth the rules for cal­
culation of direct investment qnd rein­
vested earnings of incorporated AFNs of 
DIs. These rules apply to the base period 
years of 1965 and 1966 as well as to 1968 
and subsequent years.®

(b) Direct investment. Paragraph (a) 
of § 306 defines “direct investment,” the 
key term of the regulations. It is essen­
tial to recognize the following points with 
respect to the definition of direct 
investment:

(1) The definition does not relate to 
investment by a DI in any one particular 
AFN of the DI or to all of the AFNs of 
the DI in any one particular country; 
rather, the regulations treat all of the 
separate AFNs of a DI located ih a single 
scheduled area (A, B, or C) as a group, 
and relate to investment by the DI in the 
group as a whole.

(2) The definition does not relate to a 
particular investment or investments 
made by the DI in the group at any point 
in time; rather, it relates to the net in­
crease or decrease, over a specified period 
of time, in the amount of the DI’s ag­
gregate equity and debt investment in 
the group. The period generally employed 
in the regulations to measure direct in­
vestment by a DI in any schedular group 
of AFNs is a “year” , as defined in § 321.

Accordingly, the term “direct invest­
ment” , as used in the regulations, gen­
erally measures the net change, over the 
course of an entire year, in the aggregate 
equity and debt investment of a DI in a 
particular scheduled area. As a general 
rule, if the DI’s aggregate investment at 
the end of the year in the scheduled area 
is greater than at the beginning of the 
year (disregarding investments attribut­
able to the expenditure or allocation of 
long-term foreign borrowing proceeds), 
the DI is deemed to have made “posi­
tive direct investment” in the sched­
uled area during that year; conversely, 
if the DI’s aggregate investment in 
the scheduled area at the end of the 
year is less than it was at the beginning 
of the year (disregarding investments 
attributable to the expenditure or alloca­
tion of long-term foreign borrowing pro­
ceeds) , the DI is deemed to have made 
“negative direct investment” in the 
scheduled area during that year.

The calculation of the amount of di­
rect investment (whether positive or 
negative) made by a DI during any year 
in any scheduled area involves the alge­
braic addition of two factors: First, the 
“net transfer of capital” (either a posi­
tive or negative amount) made by the

» They also apply to 1964 with respect to 
reinvested earnings in Schedule C.

DI during the year to all of its AFNs in 
the scheduled area (both incorporated 
and unincorporated); and second, the 
DI’s share in the reinvested earnings of 
incorporated AFNs (which also may be 
either a positive or negative amount) in 
the scheduled area during that year. The 
calculation of the “net transfer of cap­
ital” made by a DI to all of its AFNs in 
a scheduled area during any year is set 
forth in § 313(c) of the regulations,10 the 
calculation of a DI’s share in the re­
invested earnings of incorporated AFNs 
is set forth in § 306 (b) and (c) of the 
regulations.

Accordingly, the algebraic sum of a 
DI’s net transfer of capital to a sched­
uled8 area during any year and the DI’s 
share in the reinvested earnings of in­
corporated AFNs in the scheduled area 
during the year will furnish the amount 
of direct investment made by the DI in 
the scheduled area during the year (i.e., 
the net change in the DI’s aggregate 
equity and debt investment in the sched­
uled area over the course of the year 
exclusive of any change attributable to 
the investment of long-term foreign 
borrowings proceeds).

The following examples illustrate the 
provisions of § 306(a):

Example (1). A U.S. corporation (DI) has 
three wholly-owned subsidiaries in Schedule 
A. DI makes a positive net transfer of capi­
tal of $1,000,000 to its Schedule A incorpo­
rated AFNs during 1968. During the same year 
one AFN (X) has earnings of $100,000, 
another AFN (Y) has earnings of $300,000, 
and the third AFN (Z) incurs a loss of $200,- 
000. Y pays a dividend of $100,000 to DI but 
neither X  nor Z pay any dividends. DI’s share 
in the reinvested earnings of its incorpo­
rated AFNs is therefore $100,000 (i.e., X’s 
earnings plus Y’s earnings plus Z’s loss minus 
dividends paid by Y) and it has made posi­
tive direct investment in Schedule A during 
1968 of $1,100,000 (i.e., $1,000,000 positive net 
transfer of capital plus $100,000 reinvested 
earnings).

Example (2). Same facts as in Example 
(1) except that DI makes a negative net 
transfer of capital of $1,000,000, rather than 
a positive net transfer of capital of $1,000,- 
000, to its incorporated Schedule A AFNs 
during 1968. DI has made negative direct 
investment in Schedule A during 1968 of 
$900,000 (i.e., $1,000,000 negative net trans­
fer of capital plus $100,000 positive rein­
vested earnings).

Example (3). Same facts as in Example 
(1) except that Y incurs a loss of $200,000 
and pays no dividends. DI’s share in the 
reinvested earnings of. its incorporated AFNs 
is therefore $300,000 (negative) (i.e., X’s 
earnings plus Y’s loss plus Z’s loss) and it 
has made positive direct investment in 
Schedule A during 1968 of $700,000 (i.e., 
$1,000,000 positive net transfer of capital 
plus $300,000 negative reinvested earnings).

Example (4). Same facts as in Example 
(1) except that Y incurs a loss of $1,000,000 
and pays no dividends. DI’s share in the 
reinvested earnings of its incorporated AFNs 
is therefore $1,100,000 (negative) (i.e., X’s 
earnings plus Y’s loss plus Z’s loss) and it 
has made negative direct investment in 
Schedule A during 1968 of $100,000 (i.e.,

. 10 Note that a DI’s net transfer of capital to 
a scheduled area is calculated by deducting 
long-term foreign borrowing proceeds ex­
pended in or allocated to transfers of capital 
to that scheduled area (see § 313(d)(1) oi 
the regulations and § B313(e), infra).
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$1,000,000 positive net transfer of capital 
plus $1,100,000 negative reinvested earnings). 
v Example (5).. Same facts as in Example (1) 
except that, during 1968, T  has received a 
total of $1,500,000 in dividends (net of foreign 
withholding taxes) from its wholly-owned 
subsidiaries in Schedules B and C. DI’s share 
In the reinvested earnings of its incorpo­
rated AFNs in Schedule A is therefore $1,-
600.000 (i.e., X ’s earnings plus Y’s earnings 
plus Z’s loss minus net dividends paid by 
y ($100,000 minus $1,500,000)) and it has 
made positive direct investment in Schedule 
A during 1968 of $2,600,000 (i.e., $1,000,000 
positive net transfer of capital plus $1,-
600.000 reinvested earnings).

(c) Calculation of total earnings of in­
corporated affiliated foreign nationals. In 
computing a DI’s share in the reinvested 
earnings of all incorporated AFNs in a 
scheduled area during any year, it is first 
necessary to determine the DI’s share of 
the total earnings of such AFNs dining 
the year. To make this determination, the 
earnings of all incorporated AFNs in the 
scheduled area which had earnings 
should be added to the losses of all in­
corporated AFN in the scheduled area 
which had losses; the result will be the 
DI’s share of the total (net) earnings or 
loss of the schedular group as a whole.

The earnings (or loss) of each incor­
porated AFN should be computed by the 
DI in accordance with accounting prin­
ciples (including principles of consoli­
dation). generally accepted in the United 
States and consistently applied by the 
DI to the preparation of its financial re­
ports!11 Any material change by the DI in 
accounting principles followed should be 
specifically‘ reported on the forms filed 
for the year in which the change was 
made together with an indication of the 
effects of such change.

The following specific points should 
be noted:

(1) Dividends received by an incorpo­
rated AFN of a DI from another incorpo­
rated AFN of the DI, whether in the 
same or another scheduled area, should 
not be included in calculating the earn­
ings of the recipient incorporated AFN.

(2) If an incorporated AFN of a DI 
owns an interest in a partnership or busi­
ness venture (such as a branch) which is 
a separate unincorporated AFN of the DI 
under § 304, the share of the incorpo­
rated AFN in the profit (or loss) of the 
unincorporated AFN should not be in­
cluded in calculating the earnings of the 
incorporated AFN, whether or not any 
profits are actually remitted.

(3) If an incorporated AFN of a DI 
owns an interest in a corporation, part­
nership or business venture which is a 
person within the United States but 
which would have been a separate AFN of 
the DI if it were not a person within the 
United States, neither the dividends re­
ceived from such corporation nor the

11 Except to the extent the context other­
wise requires, the same principles should be 
applied in calculating earnings of unincor­
porated AFNs for purposes of determining the 
net transfer of capital made to such AFNs 
under § 313(b).
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share of the incorporated AFN in the 
profits (or loss) of the partnership or 
business venture (whether or not any 
profits are actually remitted) should be 
included in calculating the earnings of 
the incorporated AFN.

(4) Earnings should be computed net 
of foreign taxes on income or net worth. 
Foreign withholding taxes on the pay­
ment of dividends or distribution of 
branch profits should not, however, be 
deducted except for withholding taxes on 
dividends received by an incorporated 
AFN from AFNs in the same scheduled 
area.

(5) Extraordinary gains and losses of 
an incorporated AFN of a DI (including 
gains or losses resulting from sales by 
the AFN of interests in other AFNs of 
the DI), calculated in accordance with 
generally accepted U.S. accounting prin­
ciples consistently applied, should be 
taken into account.12 It is recognized, 
however, that the inclusion of extraordi­
nary gain from the sale of a substantial 
piece of property, such as a factory or 
major piece of equipment, which the 
AFN has or intends "to replace within a 
reasonable period, could result in hard­
ship if such gain were fully included in 
earnings required to be paid as dividends. 
While it is impractical to set forth a 
general rule in such situations, the DI 
may submit an application for specific 
authorization or exemption pursuant to 
§ 801, so as to be able to reinvest such 
extraordinary gain.

(6) No deduction for amortization or 
any like charge against earnings should 
be made with respect to an intangible 
owned by an AFN if the transfer of the 
intangible by the DI to the AFN was 
made on or after January 1, 1968, and 
was not considered a transfer of capital 
because of the provisions of § 312(c) (11).

(7) Earnings which are “blocked” be­
cause of exchange controls or other like 
restrictions imposed by the government 
of a foreign country should nevertheless 
be included.

(8) No deductions from earnings 
should be made because of reserves for 
reinvestment, asset revaluation or legal 
requirements, whether or not locally re­
quired, if they would not be proper 
charges to income under generally ac­
cepted U.S. accounting principles con­
sistently applied.

(9) The assets, liabilities and earnings 
of an AFN expressed in foreign currency 
should be converted into U.S. dollar 
equivalents in accordance with generally 
accepted U.S. accounting principles con­
sistently applied. Any exchange gain or 
loss resulting therefrom should be recog-

12 Note, In this connection, that gains or 
losses realized by a DI as a result of sales by 
such DI of interests in AFNs are not taken 
into account in calculating reinvested earn­
ings under §306 (b) and (c) in any sched­
uled area. Rather, the sale may involve a 
transfer of capital to the DI under § 312(b) 
(5).
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nized in determining the earnings of the 
AFN whose financial statements are be­
ing converted.

Any departure from the above guide­
lines must be authorized pursuant to an 
application for a specific exemption 
under § 801.

The following example illustrates the 
provisions of § 306(c) of the regulations 
(000 omitted):

Example (6). A U.S. corporation (DI) has 
three wholly-owned subsidiaries in Sched­
ule C. One subsidiary (D) has a branch (W) 
in Schedule A and a branch (X) in Schedule 
C; W is a separate AFN but X  is not (see 
§ B304, supra). Another subsidiary (E) has a 
wholly-owned subsidiary (Y) in Schedule 
B and another wholly-owned subsidiary (Z) 
in Schedule C. The third subsidiary (F) has 
no branches or subsidiaries. The following 
occurs during 1968: D earns $1700, $200 of 
which is attributable to profits of W and $500 
to earnings of X. Y earns $500 and pays a 
dividend of $300 to E. Z earns $200 (a por­
tion of which is attributable to its sale of 
merchandise to D) and pays a dividend of 
$100 to E. E earns $2,400 (including the divi­
dends from Y and Z ) . F incurs a loss of $400.

The total earnings of DI’s incorporated 
Schedule C AFNs (D, E, and F) are $3,300, 
computed as follows:
Earnings of D ($1,700) including

earnings of X  ($500) but exclud­
ing profits of W ($200)________$1, 500

Earnings of Z, including portion at­
tributable to sales to D-------------  200

Earnings of E ($2,400) less dividends 
received from Y ($300) and Z
($ 100) ______________________ _________ 2,000

Loss of F................— ------------------  (400)

Total earnings______________ 3, 300
A DI’s share in the total earnings of its 

incorporated AFNs in a scheduled area 
is the percentage of such total earn­
ings attributable to the DI’s respective 
interests in such AFNs.

The following example is illustrative:
Example (7). Same facts as in Example (6) 

except that DI owns only 50% of the stock 
of D, 60% of the stock of E and 80% of the 
stock of F. DI’s share in the total earnings of 
its incorporated Schedule C AFNs is $1,750, 
computed as follows:
Earnings of D ($1,700) including 

earnings of X  ($500) but excluding
profits of W ($200) x 50%_____  $750

Earnings of Z ($200) x 60%-------— 120
Earnings of E ($2,400) less dividends 

from Y ($300) and Z ($100) x
60% _________________________— 1,200

Loss of F ($400) x 80%__________ (320)

DI’s share of earnings--------- 1,750
Note that in Examples (6) and (7), only 

the earnings of the Schedule C incorporated 
AFNs above have been computed. The earn­
ings of Y would be included in the calcula­
tion of reinvested earnings for DI’s Schedule 
B incorporated AFNs and the profits of W 
would be included in the calculation of DI’s 
net transfer of capital to all unincorporated 
AFNs of DI in Schedule A.

(d) Reinvested earnings. The method 
of calculating the reinvested earnings of 
any schedular group of incorporated 
AFNs during a year is set forth in § 306
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( b ) S u c h  reinvested earnings will gen­
erally equal DI’s share of the earnings of 
the group for the year less all dividends 
paid during the year by members of the 
group to the DI (before deducting foreign 
withholding taxes) and less than DI’s 
share of all dividends paid during the 
year by members of group to upper-tier 
AFNs of the DI in other scheduled areas 
(before deducting foreign withholding 
taxes). However, since the regulations 
adopt the concept that earnings passed 
up a chain of AFNs are deemed to come 
from the most remote source, the amount 
of dividends paid by a schedular group 
of AFNs dining any year must be reduced 
by the DI’s share of (i) all dividends re­
ceived during the year by such AFNs 
from lower-tier AFNs of the DI in other 
scheduled areas (net of foreign with­
holding taxes), and (ii) all profits remit­
ted during the year to such AFNs by un­
incorporated AFNs of the DI (such as 
branches) in other scheduled areas (net 
of foreign withholding taxes).

Under § 306(d)(1), profits of an un­
incorporated AFN during the year are 
deemed to have been remitted to the ex­
tent the profits exceed the net increase in 
the net assets of the AFN during the 
year; if there has been no change or a 
decrease in such net assets during the 
year, all of the profits for such year are 
deemed to have been remitted.

The following examples illustrate the 
provisions of §§ 306(b) and 306(d) (1) 
(000 omitted):

Example (8). A U.S. corporation (DI) has 
two wholly-owned and two 60%-owned sub­
sidiaries in Schedule C. One wholly-owned 
subsidiary (D) has a branch (V) In Schedule 
A. The second wholly-owned subsidiary (E) 
has a 50%-owned subsidiary (W) in Sched­
ule A. One 60%-owned subsidiary (F) has a 
branch (X) in Schedule A. The branches V 
and X  in Schedule A are separate AFNs. The 
other 60%-owned subsidiary (G) has a 
wholly-owned subsidiary (Z) in Schedule A. 
DI also has a wholly-owned subsidiary (H) 
in Schedule A. The following occurs during 
1968:

D earns $800 and pays a dividend of $500 
to DI.U $300 of D’s earnings is attributable 
to profits of V, which increased its net assets 
by $100. E earns $500 and pays no dividends 
to DI. $200 of E’s earnings is attributable to 
a dividend received from W, which itself earns

18 If a foreign corporation ceases to be an 
AFN of a DI during any compliance year and 
is not an AFN of the DI at the end of such 
year, the foreign corporation is regarded as 
not having been an AFN of the DI at any 
time during the year for purposes of calcu­
lating the DI’s share in the reinvested earn­
ings of its incorporated AFNs in the scheduled 
area to which the foreign corporation was 
assigned: conversely, if the DI acquires a 
10% or greater interest in a foreign corpora­
tion during any compliance year, the foreign 
corporation is regarded for such purposes as 
having been tin AFN of the DI during the 
entire compliance year. It should be noted, 
however, that the disposition of an AFN dur­
ing a compliance year does not affect any 
transfers of capital between the DI and the 
AFN preceding the date of disposition (see 
§ B312(n), infra).

u Dividends paid by incorporated AFNs to 
DI or other AFNs are before deduction of 
foreign withholding taxes; dividends and 
other profit distributions received by AFNs 
from AFNs in other scheduled areas are after 
deduction of foreign withholding taxes.
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$600. F earns $1,000 and pays a dividend of 
$200 to DI. $200 of F*s earnings is attributable 
to profits of X, which had no change in its 
net assets. G earns $2,000 and pays a divi­
dend of $500 to DI. $400 of G’s earnings is at­
tributable to a dividend received from Z, 
which itself earns $900. H earns $1,500 and 
pays a dividend of $1,000 to DI.

DI’s share in the total reinvested earnings 
of its incorporated Schedule C AFNs (D, E, 
F, and G) is $1,800 ($2,240 less $440), com­
puted as follows:
DI’s share of earnings of D' ($800)

less profits of V ($300)------------------  $500
DI’s share of earnings of E ($500) less

dividend received from W ($200)—  300
DI’s share of earnings of F ($1,000)

less profits of X ($200) X 60 %------ 180
DI’s share of earnings of G ($2,000) 

less dividend received from Z 
($400) X60% _____________________  960

DI’s share of total earnings----- 2, 240
less

Dividend paid by D ($500) less DI’s 
share of profits deemed remitted by
V ($200)— ----- ----------------------------  300

Dividend paid by E ($0) less DI’s share 
of dividends received from W ($200) _ (200) 

Dividend paid by F ($200) less DI’s 
share of profits deemed remitted
by X  (60% of $200, or $120)---------- 80

Dividend paid by G ($500) less DI’s 
share of dividend received from Z 
(60% of $400, or $240)------------------  260

DI’s share of total dividends—  440
DI’s share in the total reinvested earn­

ings of its incorporated Schedule A AFNs (H, 
W, and Z) is $900, computed as follows:
DI’s share of earning of H------------- £ $1, 500
DI’s share of earnings of W ($600 X

50%) _________________________ r-r 300
DI’s share of earnings of Z ($900x

60%) ------------------------------------------ 540

DI’s share of total earnings—  2, 340 
less

Dividend paid by H------------------------- 1, 000
DI’s share of dividend paid by W to

E __________________________________ 200
DI’s share of dividend paid by Z to G 
' ($400 X  60%) ---------- ------------------- 240

DI’s share of total dividends— 1, 440
Example (9). Same facts as in Example (8) 

except that H incurs a loss of $1,000 and pays 
no-dividend. DI’s share in the total rein­
vested earnings of its Schedule A AFNs is 
$600 (negative) computed as follows:
DI’s share of loss of H------------------- ($1, 000)
DI’s share of earnings of W______  300
DI’s share of earnings of Z------------  540

D I’s share of total,earnings- (160) 
less

DI’s share of total dividends (i.e. div­
idends paid by W to E and by Z to 
G) ________________________ •--------- $440
(e) Dividends. The payment of divi­

dends by incorporated AFNs (either to 
the DI or other higher-tier AFNs of the 
DI) is the only method by which a DI 
may reduce the amount of its share in 
the reinvested earnings of such incor­
porated AFNs. This has special signifi­
cance in Schedule C where the regula­
tions place limits .on the amount of 
reinvested earnings notwithstanding that 
a DI may have had a negative net trans­

fer of capital to Schedule C for the year 
involved.

For purposes of the regulations, divi­
dends include all cash dividends, whether 
paid out of current or accumulated 
earnings, but stock dividends or dividends 
in kind will not qualify as dividends 
under the regulations (see § 306(d) (2)). 
Distributions in complete or partial 
liquidation will qualify as dividends 
under the regulations, but only to the 
extent that the corporation being liqui­
dated has current or accumulated earn­
ings properly allocable to the distribu­
tions. Payments to a DI of amounts 
previously taxed under the provisions of 
§§551 through 558 and 951 through 981 
of the Internal Revenue Code of 1954 
will qualify as dividends.

The amount of a dividend paid by an 
AFN to a DI or to another AFN in a 
different scheduled area is computed be­
fore deducting foreign withholding taxes. 
On the other hand, the amount of a 
dividend received by an AFN from an­
other AFN in a different scheduled area 
(such amount being deductible from the 
amount of dividends paid by the recipient 
AFN in calculating its reinvested earn­
ings) is calculated after deducting for­
eign withholding taxes. Dividends paid by 
one AFN to another AFN in the same 
scheduled area have no relevance under 
the regulations since they (i) are not in­
cluded in determining the earnings of the 
recipient AFN, (ii) are not deducted in 
calculating the total dividends paid by 
the recipient AFN which are to be de­
ducted from the earnings of such AFN 
in computing its reinvested earnings, 
and (iii) are not included as dividends 
in calculating the total dividends paid 
by the paying AFN which are to be de­
ducted from the earnings of such AFN 
in computing its reinvested earnings. 
However, any foreign withholding taxes 
imposed on the payment of such divi­
dends should be deducted in calculating 
the earnings of all incorporated AFNs 
in the scheduled area involved. Thus, 
for example, if a DI has a wholly-owned 
subsidiary (X) in Schedule C which it­
self has a wholly-owned subsidiary (Y) 
in Schedule C, X  and Y each earn $100, 
Y pays a $50 dividend to X  on which 
there is imposed a $15 foreign with­
holding tax, and X pays a $50 dividend 
to DI on which there is imposed a $15 
foreign withholding tax, the total earn­
ings of DI’s Schedule C incorporated 
AFNs is $185 (i.e., $200 minus $15 tax on 
dividend from Y to X) and DI’s share in 
the reinvested earnings of all such AFNs 
is $135 (i.e., $185 minus (gross) dividend 
paid by X  to D I).

A dividend will generally be consid­
ered as having been paid or received 
when it first becomes payable on demand. 
This will ordinarily coincide with the 
dividend payment date, where one is 
established. In other cases it may coin­
cide with the declaration date. Note that 
a dividend, which is not paid by an AFN 
when due is treated, in effect, as having 
been paid (which will reduce the DI’s 
share in the reinvested earnings of the 
AFN) and then loaned back to the AFN 
(which will result in a transfer of capital
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by the DI to the AFN); subsequent pay­
ment of the amount due by the AFN will 
then be treated as a transfer of capital 
by the AFN to the DI.

It should be noted, however, that a DI 
may elect, on the original FDI-lOl.to 
treat dividends paid within 60 days after 
the end of any compliance year of the 
DI as having been paid during such year; 
such practice, if elected, will also apply 
to the base period years of 1964 through 
1966, and cannot be changed without the 
permission of the Director. In addition, a 
DI may reconsider any election, or fail­
ure to elect on its original FDI-101 by 
filing a revised FDI-101 on or before 
November 14, 1968; provided that the DI 
has previously satisfied the Director that 
any such change will not have a material 
effect on the balance of payments in 
1968.

The Office recognizes that, in certain 
instances, the payment of dividends by 
a particular AFN may not be feasible or 
may result in substantial hardship due, 
for example, to legal barriers such as for­
eign exchange controls or similar gov­
ernmental restrictions, contractual lim­
itations or restrictions on the payment 
of dividends (such as those contained in 
loan agreements and indentures), lack 
of control over the AFN, prior deficits 
of the AFN, insufficient liquid resources 
of the AFN to pay dividends, or income 
tax costs substantially in excess (on a 
percentage basis) of those incurred in 
prior years. The Office is also aware that, 
even if a DI has control of an AFN, the 
payment of dividends in order to enable 
the DI to comply with the regulations 
may be objected to by minority stock­
holders of the AFN. If problems such as 
these arise with respect to any AFN, the 
Office expects the DI to compensate 
therefor by causing other AFNs in the 
same scheduled area unaffected by such 
problems to pay additional dividends. 
Moreover, in Schedules A and B, where 
the regulations set limits on positive di­
rect investment rather than on rein­
vested earnings as in Schedule C, a DI 
may compensate for an inability to pay 
dividends by causing AFNs in the sched­
uled area, whether incorporated or unin­
corporated, to make additional transfers 
of capital to the DI or by allocating un­
used long-term foreign borrowing pro­
ceeds to the transfers of capital previ­
ously made to such scheduled area. If, 
for reasons of the-type referred to above, 
the DI’s AFNs in any scheduled area are 
unable to pay sufficient dividends to en­
able the DI to comply with the regula­
tions and if there are no practical alter­
natives to the payment of dividends, the 
DI may submit an application for a spe­
cific authorization or exemption pursuant 
to § 801.
§ B312 Transfers o f capital.

(a) In general. Section 312 describes 
those transactions which will generally 
he considered “ transfers of capital” and 
those transactions which will generally 
uot be so considered. Essentially, any 
economic transaction (other than earn­
ings or losses of and dividends paid by 
incorporated AFNs) which directly or in­
directly results in an increase or decrease

in a DI’s aggregate equity and debt in­
vestment in any scheduled area will re­
sult in a “ transfer of capital” to or from 
that scheduled area, as the case may be. 
Thus, current transactions involving im­
mediate cash payment for goods sold or 
services rendered by a DI to an AFN will 
not involve a transfer of capital, while 
the extension of credit by a DI to an AFN 
will involve a transfer of capital by the 
DI since it increases the DI’s debt invest­
ment in the AFN.

It should be noted, however, that a 
particular “ transfer of capital” does not 
have any independent significance under 
the regulations. Rather, the regulations 
focus on the net effect of all transfers of 
capital made by and to a DI during a 
given compliance period, and thus trans­
fers of capital will give rise to a violation 
of the regulations only if they result in 
positive direct investment in Schedules A 
or B or a positive net transfer of capital 
to Schedule C in excess of amounts gen­
erally or specifically authorized for that 
period.

Section 312 defines, in subsection (a ), 
transfers of capital by a DI to an AFN, 
and, in subsection (b ), transfers of cap­
ital by an AFN to the DI. Subsection (c) 
sets forth certain transactions which, will 
not be considered transfers of capital, 
and subsection (d) is a definitional sec­
tion. Generally, transactions occurring 
during the base period years of 1965 and 
1966 and transactions occurring after the 
effective date of the regulations are 
treated similarly in determining whether 
a transfer of capital has been made.

Under § 312(a), a transfer of capital by 
a DI to an AFN includes any transfer of 
funds or other property, without regard 
to the situs of property, by or on behalf 
or for the benefit of a DI directly or in­
directly to or on behalf or for the benefit 
of the AFN; it also includes any transac­
tion or occurrence as a result of or in 
connection with which the DI directly or 
indirectly acquires or increases a debt or 
equity interest in the AFN or the AFN 
directly or indirectly disposes of or re­
duces a debt or equity interest in the DI 
held by the AFN.

Under § 312(b), a transfer of capital by 
an AFN to a DI is defined as any transac­
tion or occurrence as a result of or in con­
nection with which the AFN directly or 
indirectly acquires or increases a debt or 
equity interest in the DI or the DI 
directly or indirectly disposes of or re­
duces a debt or equity interest in the AFN 
held by the DI.

Note that the language of paragraph 
(a) of § 312 is substantially broader than 
that of paragraph (b) and that the spe­
cific transactions enumerated in para­
graph (a) as transfers of capital by a DI 
to an AFN do not purport to be all of the 
transactions which may fall within this 
category; the transactions listed in para­
graph (b) of § 312, on the other hand, 
purport to be the only transactions which 
will be considered transfers of capital by 
an AFN to a DI.

Notwithstanding the difference in the 
language of paragraphs (a) and (b), 
however, the Office is prepared to ride, 
generally in certain instances and spe­
cifically in others, that certain transac­

tions listed in paragraph (a) will not be 
deemed transfers of capital by a DI to 
an AFN and that certain transactions 
not enumerated in paragraph (b) will be 
deemed transfers of capital by an AFN 
to a DI. A number of these transactions 
are discussed below while others may be 
expressed in private rulings which will 
be incorporated in subsequent general 
bulletins. In each case, the determina­
tive factor is and.will be the immediate 
and potential effect of the transaction 
on the U.S. balance-of-payments posi­
tion and the objectives of the Program.

(b) Valuation of transfers of capital. 
Except as otherwise specifically provided 
in the regulations or noted in this Bulle­
tin, where a transfer of capital (including 
a transfer under § 505 and a long-term 
lease of property described in § B312(k), 
infra.) involves a transfer of tangible or 
intangible property, the amount of the 
transfer is the amount thereof as deter­
mined by the DI in accordance with gen­
erally accepted U.S. accounting princi­
ples consistently applied, but in no event 
less than the value of the property at the 
time of the transfer as shown on the 
books and records of the transferor for 
financial reporting purposes. Thus, for 
example, if a transfer involves an export 
credit sale by a DI to an AFN, the amount 
of the transfer will ordinarily be the 
inter-company billing price. If transfers 
of property are valued by a DI at amounts 
which vary materially from the export 
declaration value of the property (if ap­
plicable), the DI’s quarterly report in­
cluding the transfers should contain an 
appropriate note and explanation.

(c) Acquisitions of equity interests in 
affiliated foreign nationals by direct 
investors. In the event a person within 
the United States (as defined in § 322 of 
the regulations) acquires an equity in­
terest in a foreign corporation, partner­
ship, or business venture (as defined in 
§ 304(a) (1) of the regulations), a trans­
fer of capital by such person will be in­
volved under § 312(a) (1) if all of the 
following conditions are satisfied:

(1) The person from whom the ac­
quisition is made is either (i) a foreign 
national (as defined in § 302 of the regu­
lations), including the foreign corpora­
tion, partnership or business venture in 
which the interest is acquired, or an 
.owner thereof, or (ii) another person 
within the United States which is not, at 
the time of the acquisition, a DI in the 
foreign corporation, partnership, or 
business venture; and

(2) The person making the acquisition 
is, at the time of the acquisition, a DI in 
the foreign corporation, partnership or 
business venture under §§ 305, 905(b) (1) 
(relating to associated groups), or 906 
(b) (3) (relating to ownership of direct 
investors) of the regulations or becomes 
such as a result of or in connection with 
the acquisition; and

(3) The acquisition is made for value 
other than the transfer of intangibles as 
described in § 312(c) (11).

If an acquisition of an equity interest 
involves a transfer of capital by the DI, 
the transfer of capital will generally be 
deemed to have been made to the foreign

No. 198—pt. n -----8 FEDERAL REGISTER, VOL. 33, NO. 198— THURSDAY, OCTOBER 10, 1968



15174

corporation, partnership or business ven­
ture in which the interest is acquired. 
There are, however, two exceptions to this 
rule. First, if the interest is acquired 
from another foreign corporation, part­
nership, or business venture which, at 
the time of the acquisition, is an AFN 
of the DI, the transfer of capital will be 
deemed to have been made to the latter 
AFN. Second (assuming the first excep­
tion is inapplicable), if (i) the interest is 
acquired after December 31, 1967, (ii) 
the foreign corporation, partnership or 
business venture in which the interest is 
acquired is not, at the time of the acquisi­
tion, an AFN of the DI but becomes an 
AFN as a result of or in connection there­
with, and (iii) such foreign corporation, 
partnership or business venture owns an 
interest or interests in other foreign cor­
porations, partnerships or business ven­
tures which become separate AFNs of 
the DI as a result of or in connection with 
the acquisition, the transfer of capital 
shall be allocated among all of the for­
eign corporations, partnerships or busi­
ness ventures which become separate 
AFNs of the DI as a result of or in con­
nection with the acquisition in a manner 
which will reasonably reflect the respec­
tive values of each direct and indirect 
interest acquired; as a general rule, an 
allocation based on the respective book 
values of the foreign corporations, part­
nerships and business ventures involved 
will be acceptable.

The following examples are illustra­
tive:

Example (1). On June 1, 1968, a U.S. citi­
zen and resident (A ), who has no AFNs, pur­
chases 10 percent of the outstanding voting 
stock of a French corporation (X) from a 
citizen and resident of the United Kingdom 
for $1,000,000 cash. X  has no subsidiaries 
or business ventures in Schedules A or B 
which would constitute separate AFNs under 
§ 304. A has made a $1,000,000 transfer of 
capital to X  in Schedule C under § 312 (a) (1).

Example (2). Same facts as in Example 
(1) except that A purchases only 9 percent 
of the voting stock of X. A has not made a 
transfer of capital to X. Note, however, that 
a transfer of capital could be involved if A 
were a member of an affiliated, associated 
or family group as described in Subpart I 
of the regulations and another member or 
members of the group owned or acquired 
additional voting stock of X  so that the group 
as a whole owned or acquired 10 percent or 
more of X ’s outstanding voting stock. Note 
also that, if A acquires an additional 1 per­
cent or more of the voting stock of X be­
tween June 2, 1968 and May 31, 1969, the 
$1,000,000 expended in purchasing the 9 per­
cent interest on June 1, 1968 will, under 
§ 313(d) (2), increase A’s net transfer of 
capital to Schedule C in 1968 or 1969 (de­
pending on when the additional 1 percent 
is acquired) by $1,000,000.

Example (3). Same facts as in Example (1) 
except that A purchases for $1,000,000 10% 
of the outstanding preferred stock of .X 
which has no voting rights (other than con­
tingent voting rights which are not presently 
exercisable). A has not made a transfer of 
capital to X.

Example (4). Same facts as in Example 
(3) except that, at the time A purchases the 
preferred stock of X for $1,000,000, A already 
owns 10% or more of the outstanding vot­
ing stock of X. A has made a $1,000,000 trans­
fer of capital to X  in Schedule C.
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Example (5). Same facts as in Example 
(3) except that, at the time A purchases the 
preferred stock of X  for $1,000,000, he al­
ready owns more than 10% of such preferred 
stock. A has not made a transfer of capital 
to X  since A does not own and has not 
acquired 10% or more of the outstanding 
voting stock of X  and X therefore is not 
an AFN of A and does not become such as 
a result of or in connection with the acqui­
sition. Note, however, that, although a 
foreign corporation will not ordinarily be 
considered an AFN of a U.S. person unless 
such person owns or acquires 10 percent 
or more of the outstanding voting stock of 
the corporation, the Director retains the 
authority to determine otherwise if neces­
sary to carry out the purposes of the regu­
lations. This authority will not generally be 
exercised unless the U.S, person actually 
owns or acquires a 10 percent or greater 
present or contingent interest in the capital 
or earnings of the corporation, participates 
in and exercises a controlling influence over 
the affairs of the foreign corporation, and 
transfers funds or other property to or on 
behalf or for the benefit of the foreign cor- 
¡poration which transfers aggregate more 
than $200,000 during any year (see § B304(e), 
supra).

Example (6). Same facts as in Example 
(1) except that A acquires the interest in 
X, the French corporation, from a Pana­
manian corporation (P) in which A is al­
ready a DI. A has made a $1,000,000 transfer 
of capital to P in Schedule A since acqui­
sitions of equity interests in AFNs from AFNs 
are treated as transfers of capital to the 
selling AFNs.

Example (7). Same facts as in Example 
(1) except that X, the French corporation, 
has a wholly-owned subsidiary in the United 
Kingdom (7 ) and a branch in Brazil (Z) 
which is a separate AFN under § 304 of the 
regulations. At the time A acquires the inter­
est in X, X  has net assets of $1,000,000 (ex­
clusive of its debt and equity interests in 
Y and Z ) , Y has net assets of $600,000, and Z 
has net assets of $400,000 (calculated in 
accordance with § 313(b) of the regula­
tions). The $1,000,000 transfer of capital 
made by A may be allocated $500,000 to X 
(i.e., 50 percent of $1,000,000), $300,000 to Y 
(i.e., 30 percent of $1,000,000) and $200,000 
to Z (i.e., 20 percent of $1,000,000) or may 
be allocated among X, Y, and Z in any other 
manner which fairly reflects the interests 
acquired in X, Y, and Z.

Example (8). Same facts as in Example 
(7) except that A acquires the interest in X 
from a Panamanian corporation (P) in 
which A is already a DI. A has made a 
$1,000,000 transfer of capital to P in Sched­
ule A, since no allocation among scheduled 
areas is made when the acquisition is from 
another AFN.

Example (9). On April 1, 1968, an individ­
ual who is a person within the United States 
(A) inherits 10 percent of the stock of a 
French corporation (X) from an uncle who 
was a French citizen and resident at the 
time of his death. A has not made a transfer 
of capital to X  although X becomes an AFN 
of A as a result of the inheritance. The same 
would be true if A received the stock from 
X  as an inter vivos gift.

Example (10) . On August 1, 1968, a U.S. 
corporation (A), which owns 10 percent of 
the outstanding voting stock of a United 
Kingdom corporation (X) acquires for 
$1,000,000 an additional 5 percent of such 
outstanding voting stock from another U.S. 
corporation (B) which is not at'that time 
a DI in X. A has made a $1,000,000 transfer 
of capital to X  since this does not come with­
in the exception set forth in § 312(c) (1).

Example (11). Same facts as in Example 
(10) except that B, the Ufl. corporation, 
owns 10 percent of the voting stock of X

and sells all of such stock to A for $2,000,000. 
The average of annual direct investment 
made by B in X  during 1965 and 1966 is 
$200,000 (positive). From January 1,11968, 
through July 31, 1968, the only transfer of 
capital between B and X  was a $100,000 
contribution made by B to the capital of X. 
A’s purchase of stock from B is not a trans­
fer of capital by A to X. However, the $100,000 
positive net transfer of capital made by B 
to X  during 1968 is deemed to have been 
made by A and the $200,000 average of posi­
tive direct investment made by B in X dur­
ing 1965 and 1966 is also deemed to have been 
made by A, thereby increasing A’s base period 
experience in Schedule B for purposes of 
§ 504(a)(3) (see § 312(c)(1)). A and B 
should both file revised Forms FDI-101 re­
flecting the revised base period statistics.

Example (12). Same, facts as in Example 
(IT) except that B owns 20 percent of the 
outstanding voting stock of X and sells one 
half of its interest to A for $2,000,000. A 
has not made a transfer of capital to X. How­
ever, $50,000 of the $100,000 positive net 
transfer of capital made by B to X  during 
1968 is deemed to have been made by A and 
$100,000 of the $200,000 average positive 
direct investment made by B in X  during 
1965 and 1966 is also deemed to have been 
made by A (see § 312(c) (1 )). A and B should 
both file revised Forms PDI—101 reflecting 
the revised base period statistics.

Example (13). A U.S. corporation (DI) has 
a 50 percent owned subsidiary in Schedule 
B (X ) . In 1968, DI transfers equipment and 
machinery valued at $20,000 to X  in exchange 
for additional stock of X. DI has made a 
$20,000 transfer of capital to X.

Example (14). On June 1, 1968, a United 
States corporation (A) acquires from un­
affiliated foreign nationals all of the Issued 
and outstanding voting stock of a United 
Kingdom corporation (X) in exchange for 
$5,000,000 in market value of A’s common 
stock. A has made a $5,000,000 transfer of 
capital to X  in Schedule B.“

Note that, if the proceeds of long-term 
foreign borrowings (as defined in § 324 
of the regulations) were expended in or 
allocated to the acquisitions referred to 
in Examples (1), (4), (6), (7), (8), (10), 
(13), or (14) (or to the positive net trans­
fers of capital deemed made by “A” in 
Examples (11) and (12)) , the DI could 
deduct an amount equal to the amount of 
such proceeds in calculating its net 
transfer of capital to the scheduled area 
or areas involved; in this connection, it 
should be kept in mind that foreign bor­
rowings made on or after June 10,1968, 
as distinguished from foreign borrow­
ings made prior to that date, must satisfy 
the standards of § 324(e) of the regula­
tions in order to qualify as “ long-term 
foreign borrowings” (see §§ 324 and 313

“ In certain instances, where a stock-for- 
stock or stock-for-assets acquisition is in­
volved and the recipients of the DI’s stock 
agree in writing not to dispose of the stock 
for at least 3 years from the date of issuance, 
the Office will give consideration to an appli­
cation for specific authorization which re­
quests that transfers of capital not be 
charged to the DI until the restriction upon 
disposition expires or the recipients first 
actually dispose of their stock, whichever 
occurs sooner. Such relief (which may be 
granted subject to certain conditions) will 
be available, however, only when the re­
cipients are not so numerous as to make 
policing of dispositions by the DI impractical.
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(d)(1) of the regulations and the discus­
sions at § B324 (c) and § B313, infra). 

The following examples are illustrative.
Example (15). On March 1, 1968, a U.S. 

corporation (DI) purchases all of the out­
standing stock of a French corporation (X) 
from an unaffiliated foreign national (F ). 
The purchase price is $1,000,000, $200,000 of 
which is paid in cash at the closing, the bal­
ance being payable in 1971. DI has made a 
transfer of capital of $1,000,000 to X  on 
March 1, 1968; however, its net transfer of 
capital during 1968 to Schedule C as a result 
of the transaction is only $200,000 (positive), 
since DI has made a long-term foreign bor­
rowing of $800,000 from F on March 1, 1968. 
When DI pays the balance of $800,000 in 1971, 
an $800,000 transfer of capital to X  will result 
under § 312(a) (7).

Example (16). Same facts as in Example 
(15) except that the seller of the stock is 
another AFN of DI (B) in Schedule B. DI 
has made a $1,000,000 transfer of capital to 
B on March 1, 1968; and there is no deduc­
tion under § 313(d)(1) since the borrowing 
was not from an unaffiliated foreign national. 
However, since B, as a result of the transac­
tion, acquired an $800,000 debt obligation of 
DI, B is deemed to have made an $800,000 
transfer of capital to DI under § 312(b)(1), 
and the net effect of the transaction is a 
$200,000 net transfer of capital (positive) to 
Schedule B. When DI pays the $800,000 bal­
ance of the purchase price in 1971, an 
$800,000 transfer of capital to B will result 
under § 312(a)(3).

Example (17). On March 1, 1968, a U.S. 
resident (DI) purchases from an unaffiliated 
foreigp national (F) all of the outstand­
ing stock of an Australian corporation (X) 
for $1,000,000, of which $500,000- is paid in 
cash at the closing, the balance being payable 
in 1971. The $500,000 cash paid at the closing 
was borrowed by DI from a foreign bank (B) 
against a 3-year term note. DI has made a 
$1,000,000 transfer of capital to X  on March 
1, 1968. However, DI’s net transfer of capital 
dining 1968 to Schedule B as a result of the 
transaction is zero since DI has made a long­
term foreign borrowing of $500,000 from F 
on March 1, 1968 and another long-term 
foreign borrowing of $500,000 from B. When 
DI pays the balance of the purchase price 
and repays the bank loan in 1971, a $1,000,000 
transfer of capital to X  will result under 
5 312(a)(7).

Example (18). On April 1, 1968, a United 
States corporation (A) purchases from un- 
affiliated foreign nationals all of the out­
standing stock of a closely-held German cor­
poration (X ). In exchange therefor, A de­
livers to the sellers $5,000,000 principal 
amount of io years debentures which are 
convertible into common stock of A and 
which qualify as long-term foreign borrow­
ings under § 324. A has made a $5,000,000 
transfer of capital to X  on March 1, 1968. 
However, A’s net transfer of capital during 
1968 to Schedule C as a result of the trans­
action is zero since A has made a long-term 
foreign borrowing of $5*000,000 on March 1, 
1968. When A repays the debentures (conver­
sion into common stock of A constituting re­
payment as provided in § 324(b) (2 )), a trans­
fer of capital to X  will result under 
5312(a)(7). -

In connection with Examples (15) 
through (18), reference is made to Sub- 
Part J of the regulations (§§ 1001-1003) 
which provides that repayment of a long­
term foreign borrowing is generally au­
thorized if the conditions of that subpart 
are complied with.

As a general rule, acquisitions of profit 
interests in foreign partnerships and 
business ventures and acquisitions of

equity Interests in foreign corporations 
are treated similarly.“

The following examples are illustra­
tive:

Example (19). On June 1, 1968, a U.S. 
resident (A) acquires from an unaffiliated 
foreign national certain real estate in France. 
The purchase price is $5,000,000 cash. One 
half of the real estate consists of undeveloped 
land which A intends to hold for investment. 
The other half has located thereon an apart­
ment house complex which A purchased for 
its rental income. The real estate is an un­
incorporated AFN of A under § 304(a) (1) (ii) 
and A has made a $5,000,000 transfer of capi­
tal to such AFN.

Example (20). In order to expand its Euro­
pean sales, a U.S. manufacturing corporation 
(A) constructs a factory in Belgium to manu­
facture and sell A’s products which had pre­
viously been manufactured in and sold from 
the United States. The factory cost $5,000,000 
to construct, $3,000,000 of which is paid by 
A, the balance being donated by the Belgian 
government. The factory constitutes an un­
incorporated AFN of A under § 304(a) (1) (ii) 
and A has made a $3,000,000 transfer of capi­
tal to such AFN. The $2,000,000 donated by 
the Belgium government is not charged 
against A.

Example (21). Same facts as in Example
(20) except that A does not construct the 
factory but purchases an existing factory 
from an unaffiliated United Kingdom cor­
poration (B) for $5,000,000 in cash. A has 
made a $5,000,000 transfer of capital to its 
unincorporated AFN (i.e., the factory) in 
Schedule C.

Example (22). Same facts as in Example
(21) except that B is an AFN of A. A has 
made a $5,000,000 transfer of capital to B in 
Schedule B.

Example (23). A United States corpora­
tion (A) enters into a joint venture with a 
foreign corporation (B) pursuant to which 
A and B will operate a business in Schedule 
B which will produce and sell in Europe prod­
ucts previously manufactured and sold by A 
in the United States. A and B are to share 
equally in the profits of the joint venture. 
A contributes to the joint venture $5,000,000 
in cash and also equipment having a value 
of $2,000,000. B contributes $3,000,000 in 
cash and a factory worth $4,000,000 which it 
had previously constructed in Schedule B. 
The joint venture is an unincorporated AFN 
of A under § 304(a) (1) (ii) and A has made 
a $7,000,000 transfer of capital to such AFN. 
The cash and factory contributed by B, 
the foreign corporation, are not charged 
against A.

Example (24). An individual (A) who is 
a person within the United States purchases 
from an unafflliated German national 25 
percent of the profits interest in a German 
partnership which operates a wholesaling 
business in Germany. The price is $1,000,000 
in cash. The partnership is an unincor­
porated AFN of A under § 304(a) (1) (i) and 
A has made a $1,000,000 transfer of capital 
to such AFN in Schedule C.

Note, that the provisions of §§ 324 
and 313(d) (1) relating to the invest­
ment of proceeds of long-term foreign

“ The significant difference in the treat­
ment of unincorporated and incorporated 
AFNs is that, in determining a DI’s net trans­
fer of capital to all unincorporated AFNs 
in a scheduled area under § 313(b), the 
profits or losses of the unincorporated AFNs 
are taken into acount whereas the earnings 
and losses of incorporated AFNs are not in­
cluded in determining the net transfer of 
capital to such AFNs under § 313(a) (See 
§ 313 of the regulations and the discussion at 
§ B313, infra).

borrowings are equally applicable to in­
vestments in unincorporated AFNs. 
Thus, to the extent the proceeds of long­
term foreign borrowings had been used 
to make the investments referred to in 
Examples (19) through (24) (or had 
been allocated to such investments) no 
net transfer of capital would have re­
sulted from the investments.

Note, also, that certain acquisitions 
of equity interests in AFNs by either 
the DI or another AFN of the DI may 
not be deemed to involve transfers of 
capital under § 312(a) if the acquisitions 
involve a reorganization, recapitaliza­
tion, merger or consolidation of one or 
more AFNs or if the consideration for 
the acquisition is stock in another AFN. 
In this connection, see § 312 (p ), infra.

(d) Acquisition of debt obligations of 
affiliated foreign nationals by direct in­
vestors. The acquisition by a DI of a 
debt obligation of an AFN regardless of 
the nature of the transaction or occur­
rence giving rise to the obligation (e.g., a 
loan or advance by the DI to the AFN 
on open account or otherwise), will gen­
erally result in a transfer of capital by 
the DI to the AFN in an amount equal 
to the amount of the obligation so ac­
quired. If, however, a debt obligation of 
an AFN of a DI is acquired by the DI 
from another AFN of the DI, a transfer 
of capital will be deemed to have been 
made by the DI to the selling AFN in an 
amount equal to cost or other basis of 
the obligation to the selling AFN; any 
gain or loss realized by the selling AFN 
is included in calculating the earnings 
of that AFN for the period involved.

Note that the exemptions provided in 
§ 312(c) (1) (relating to acquisitions from 
DIs) and § 312(c) (11) (relating to trans­
fers of intangibles) and the provisions 
of § 313(d) (1) (relating to the deduction 
of long-term foreign borrowing proceeds) 
are applicable to acquisitions of debt ob­
ligations as well as acquisitions of equity 
interests.

The following examples are illustra­
tive:

Example (25). A U.S. corporation (DI) 
has a 50% owned subsidiary in Brazil (X ). 
On June 1, 1968, DI lends X  $500,000 against 
X ’s 3-year term note and advances an addi­
tional $500,000 to X  on open account. DI has 
made two $500,000 transfers of capital to X. 
Note that, as X  repays this indebtedness, 
transfers of capital from X to DI In an 
amount equivalent to the amount repaid 
will result under 5 312(b)(3).

Example (26). DI has a wholly-owned sub­
sidiary (X) in Australia. On July 1, 1968, 
DI sells merchandise to X  for resale and 
bills X  for $100,000 payable within 60 days 
from the billing date. DI has made a $100,000 
transfer of capital to X. Note that, when X 
repays the indebtedness, a $100,000 transfer 
of capital from X  to DI will result under 
5 312(b)(3), and thus, if the obligation is 

^created and repaid within the same compli­
ance period, the transaction will not result 
In any net transfer of capital for that period. 
It is essential to recognize in this connection 
that the transfer of capital from DI to X 
does not arise from the transfer of the mer­
chandise from DI to X  per se. Rather, it 
arises from the fact that DI extended credit 
to X  and thus the transaction is, in effect, 
treated as if DI had advanced $100,000 in 
cash to X  (this advance constituting a 
transfer of capital) and X  has used these
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funds to pay for the merchandise upon de­
livery. When goods are delivered or services 
rendered by a DI to an APN against imme­
diate cash payment, no transfer of capital 
results. See §B312(e) for the treatment of 
transfers of property where no credit or con­
sideration is exchanged between the DI and 
the APN.

Example (27). DI has a wholly-owned sub­
sidiary (X) in Argentina. During August of
1968, DI renders management services to X as 
a result of which X owes DI $10,000. DI has 
made a $10,000 transfer of capital to X. Note 
that, when X  repays the indebtedness, a 
$10,000 transfer of capital from X to DI will 
result under § 312(b) (3).

Example (28). DI has a wholly-owned sub­
sidiary (X) in Argentina. In 1967, DI and X 
entered into an agreement whereby DI li­
censed X to manufacture and sell certain 
products for a royalty of 5 percent of X ’s 
gross sales of such products. The royalties 
are payable on January 31 and July 31 of each 
year, based on X ’s gross sales during the pre­
ceding July 1-December 31 and January 1— 
June 30 6-month periods. Between January 1 
and June 30, 1968, X ’s gross sales of these 
products amount to $1,000,000 and $50,000 in 
royalties thereby becomes due from X  to DI 
on July 31,1968. If such royalties are not paid 
when due, a $50,000 obligation of X  will be 
acquired by DI and DI will ■ thereby have 
made a $50,000 transfer of capital to X. Note, 
however, that when this obligation is repaid, 
a $50,000 transfer of capital from X to DI will 
result under § 312 (b) (3).

Example (29). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Brazil (X ) . On 
April 1, 1968, an Italian bank lends $100,000 
to X  against X ’s 3-year $100,000 note bearing 
interest at the prevailing rate. On July 1,
1969, DI purchases the note from the Italian 
bank for $95,000. DI has made a $95,000 trans­
fer of capital to X. Note, however, that when 
X  repays the note to DI, a $100,000 transfer 
of capital from X to DI will result under 
§ 312(b)(3).

Example (30). DI has a 60 percent owned 
subsidiary (X) in the United Kingdom. On' 
November 1, 1968, X declares a $25,000 
dividend to DI payable on December 15, 1968. 
If the dividend is not actually paid on De­
cember 15, DI will have acquired a $25,000 
obligation of X  and will thereby have made a 
$25,000 transfer of capital to X. Note, how­
ever, that when X repays the obligation, a 
$25,000 transfer of capital from X to DI will 
result under § 312(b) (3). Note also that, on 
December 15, X will be deemed to have paid 
a $25,000 dividend to DI for purposes of cal­
culating X ’s reinvested earnings for 1968 
(see § 306(d) of tlje regulations).

Example (31). DI has a 60 percent owned 
subsidiary in the United Kingdom (X ). On 
July 15, 1968, DI sends one of the employees 
in its accounting department to review the 
financial books and records of X. This is done 
to provide DI with information concerning 
X ’s business during the preceding January 
1-June 30 period. DI’s payment of the em­
ployee’s salary and expenses will not result 
in a transfer of capital to X.

Example (32). DI has an 80 percent owned 
subsidiary in Prance (X ) . On August 1, 1968, 
DI ships merchandise to X  on consignment. 
When all the merchandise is sold, X is to 
pay DI $100,000. The transaction has the 
same effect under the regulations as a sale 
on credit and results in a $100,000 trans­
fer of capital to _X at the time of consign­
ment. When X pays DI for the merchandise, 
a $100,000 transfer of capital from X  to DI 
will result under § 312(b) (3).

Example (33). DI has a 60 percent owned 
subsidiary in the United Kingdom (X ). On 
August 15, 1968, DI renews a $200,000 loan 
which it made to X  in 1967. On November 15, 
1968, $3,000 in interest on the renewed loan 
becomes due but is not paid by X. Renewal
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of the loan is not deemed a repayment of 
the old obligation or the creation of a new 
obligation and thus no transfer of capital 
results from the renewal. However, as a 
result of the failure to pay interest when 
due, DI has acquired a $3,000 debt obliga­
tion of X which results in a $3,000 transfer 
of capital by DI to X  under § 312(a) (1). Pay­
ment of this obligation will result in a 
$3,000 transfer of capital by X  to DI under 
§ 312(b)(3).

Example (34). DI has a wholly-owned 
subsidiary in Australia (X ) . On December 1, 
1968, DI sends certain equipment to X. X is 
to repair the equipment and return it to DI. 
DI has not made a transfer of capital to X.

Note that if unincorporated AFNs, 
rather than incorporated AFNs, had been 
involved in the above examples, the re­
sults would be exactly the same insofar 
as determining whether a transfer of 
capital had been made by the DI in the 
first instance. However, to the extent the 
unincorporated AFNs incurred losses 
during the period involved, such losses 
would effectively reduce the DI’s net 
transfer of capital to such Unincorpo­
rated AFN under § 313(b) . Thus, in Ex­
ample (32), if X  was an unincorporated 
AFN and did not pay DI for the mer­
chandise in 1968 but incurred a loss of 
$100,000 during that year, there would be 
no change in X ’s net assets during 1968 
and a positive net transfer of capital to 
X  would not result (assuming no other 
relevant transactions during 1968).

(e) Contributions to capital of affili­
ated foreign nationals by direct investors. 
Section 312(a) (2) is designed to cover 
those cases which do not come precisely 
within the language of § 312(a)(1) re­
lating to the acquisition of equity inter­
ests and debt obligations of AFNs. Under 
§ 312(a) (2), all transfers of funds or 
other property by a DI to an AFN without 
a quid pro quo will be treated as a contri­
bution to the capital of the AFN if the 
books and records of the DI or the AFN 
do not reflect the transfer as the acquisi­
tion of an equity interest by the DI or the 
creation of an obligation from the AFN 
to the DI. Thus, for example, if a DI 
transfers $100,000 of equipment to its 
wholly-owned foreign subsidiary and no 
additional stock is issued to DI and no 
obligation to repay this sum is created, 
the DI will be treated as having made a 
$100,000 contribution to the capital of 
the AFN.

Increases in the capital of an AFN, 
whether incorporated or unincorporated, 
not resulting from economic transac­
tions are not treated as transfers of capi­
tal to the AFN. Thus, for example, if 
marketable securities owned by an AFN 
increase in value during a compliance 

^period or if fixed assets of an AFN are 
""reappraised to increase their value dur­
ing such period, no transfer of capital to 
the AFN will result. Similarly, no trans­
fer of capital to an AFN will result if for 
any reason an incorporated AFN capi­
talizes retained earnings. It should be 
noted, however, that, if an unincor­
porated AFN has profits during any pe­
riod such profits are taken into account 
in calculating DI’s net transf er of capital 
to the relevant scheduled area for that 
period.

It should also be noted that expenses 
incurred by the DI in rendering certain 
types of services primarily for the bene­
fit of the DI, even though rendered in 
connection with the operations of an 
AFN, will not be considered as transfers 
of capital by the DI to the AFN, as a 
contribution to capital or otherwise, even 
if the DI is not compensated therefor. 
Such expenses could include auditing 
costs for purposes of preparing consoli­
dated statements, travel expenses in­
curred by directors or officers of the DI 
in visiting AFNs, expenses incurred by 
the DI in perfecting title to or registering 
its patents, trademarks, and the like 
abroad, and similar expenditures.

Expenses incurred by the DI in the 
rendition of services primarily for the 
benefit of an AFN, which are properly 
chargeable to the AFN under generally 
accepted U.S. accounting principles, will 
result in a transfer of capital to the AFN 
if the DI is not compensated therefor.

(f) Repayment of indebtedness by a 
direct investor to an. affiliated foreign 
national. If a DI is indebted to an AFN, 
any repayments of the indebtedness will 
result in a transfer of capital by the DI 
to the AFN under § 312(a) (3), regard­
less of the transaction or occurrence giv­
ing rise to the indebtedness. Thus, for 
example, if an AFN lends money or ex­
tends credit to a DI, repayment of the 
obligation will result in a transfer of 
capital by the DI to the AFN under 
§ 312(a) (3) equivalent to the amount 
repaid.17 Note, however, that, if the 
indebtedness was created on or after 
January 1, 1968, the creation of the in­
debtedness would have resulted in a 
transfer of capital from the AFN to the 
DI under § 312(b)(1). It is apparent, 
therefore, that the creation of an obliga­
tion and repayment thereof during a 
given compliance period will produce off­
setting transfers of capital and will not 
therefore result in a net transfer of capi­
tal (either positive or negative) under 
§ 313 if such creation and repayment 
both oçcui; during that compliance pe- 
roid. The same, of course, is true if the 
debtor and creditor relationships are re­
versed, i.e., the DI lends the money or 
extends the credit to the AFN (such as 
the extention of export credits), thus 
resulting in a transfer of capital from 
the DI to the AFN under § 312(a) (1) and 
a . transfer of capital from the AFN to 
the DI under § 312(b) (3) when the AFN 
repays the indebtedness.18

17 This assumes, of course, that the D lis 
still a DI in the creditor\AFN at the time re­
payment by the DI is made. If, for example, 
a U.S. person (DI) receives a loan from an 
incorporated AFN, the loan will constitute 
a transfer of capital to the DI under § 312 
(b )(1 ); if the U.S. person repays the loan 
after it has disposed of sufficient voting stock 
of the foreign corporation so that the latter 
ceases to be an AFN of the U.S. person, re­
payment will not constitute a transfer of 
capital by the U.S. person under § 3 12 (a) (3).

18 As noted in the preceding footnote, this 
assumes that the U.S. person is still a DI 
in the repaying AFN at the time repayment is 
made. Repayment would not constitute a 
transfer of capital to the U.S. person under 
§ 312(b) (3) unless a DI—AFN relationship 
existed at the time of repayment.
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(g) Reduction of equity interest in a 
direct investor held by an affiliated for­
eign national. Under § 312(a) (4), the re­
duction of an equity interest in a DI held 
by the AFN must occur as a result of a 
redemption of stock, liquidating dividend 
(whether or not any part is allocable to 
earnings of the DI), or like transaction 
for a transfer of capital to result. Thus, 
for example, if an AFN purchases stock 
of a DI from the DI for $1,000,000 and 
the DI subsequently redeems the stock 
for $1,000,000, the purchase of the stock 
results in a transfer of capital from the 
AFN to the DI under § 312(h) (1) and the 
redemption results in a transfer of cap­
ital from the DI to the AFN under 
§ 312(a) (4). If the DI went into liq­
uidation and the AFN received only 
$200,000 by virtue of its stock own­
ership, only a $200,000 transfer of capital 
from DI to the AFN would result under 
§ 312(a) (4); the balance would be treat­
ed as a capital loss in calculating the 
earnings of the AFN for the appropriate 
period. If the AFN receives more than it 
paid for the stock upon a redemption or 
liquidation, the excess would be treated 
as a capital gain in calculating the earn­
ings of the AFN for the appropriate 
period. -

(h) Disposition of equity or debt in­
terest in a direct investor held by an 
affiliated foreign national. Whereas § 312 
(a) (4) encompasses those cases where 
an equity interest in a DI held by an 
AFN is reduced or liquidated by virtue 
of a redemption, liquidating dividend or 
like transaction, § 312 (a) (5) covers those 
cases where such an equity interest or 
a debt interest of the DI is sold or other­
wise transferred by the AFN to another 
person or persons. Such a disposition will 
result in a transfer of capital by the DI 
to the AFN only if the equity interest 
is sold back to the DI, or if the selling 
AFN is an “affiliate” of the DI as defined 
in § 903(a), or if the interest is sold to 
another AFN and such other AFN is an 
“affiliate” of the DI as defined in § '903 (a) 
(see § 312(c) (2).

The following examples are illustra­
tive:

Example (35). A wholly-owned French sub­
sidiary (X) of a U.S. corporation (I>I) owns 
1000 shares of common stock of DI which it 
purchased from DI for $200,000. On June 1, 
1968, X sells the stock to an unaffiliated for­
eign national for $500,000 in cash. DI has 
made a $200,000 transfer of capital to X  and 
X has realized earnings of $300,000 (measured 
by historical cost) if X sells the stock for 
$100,000 the result would be a $100,000 trans­
fer of capital to X  and the realization of a 
$100,000 loss by X. The results would be the 
same regardless of the identity of the pur­
chaser since X is an “affiliate” of DI as 
described in § 903 (a) . If, on the'other hand, 
hi owned 50% or less of X and X  was there­
fore not an “affiliate” of DI, a transfer of 
capital to X would result only if the pur­
chaser was DI itself or another AFN of DI 
which was an “affiliate” of DI as described in 
§ 903(a).

Example (36). Same facts as in Example 
(35) except that the stock is not sold by X  
for $500,000 cash, but is sold for $200,000 cash 
and a three year, $300,000 installment note 
of the purchaser. The result is the same as
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in Example (35). Payments made on the note 
will not involve transfers of capital to X.

(i) Satisfaction by a direct investor of 
a debt obligation of an affiliated foreign 
national. Under § 312(a) (6), payment by 
a DI to satisfy an obligation as to which 
an AFN is the primary obligor will result 
in a transfer of capital by the DI to the 
AFN. Thus, for example, payment of the 
AFNs rent, salary expenses, advertising 
expenses, legal fees, auditing fees, etc., 
will involve a traiisfer of capital to the 
AFN. Similarly, if a DI guarantees an 
obligation owed by an AFN to another 
person, payment by the DI of any part 
of the principal amount of such obliga­
tion and payment of interest with respect 
thereto which has accrued prior to the 
AFN being relieved of or defaulting upon 
its obligation, will constitute a transfer 
of capital by the DI to the AFN. If a DI 
guarantees an obligation of an AFN, the 
making of the guarantee will not itself 
constitute a transfer of capital by the 
DI to the AFN. However, if a DI assumes 
an obligation of an AFN in "a transaction 
in which the AFN is relieved of liability, 
the assumption of the obligation itself 
will constitute a transfer of capital by 
the DI to the AFN while the subsequent 
payment of the obligation will not. The 
payment by the DI of interest on an 
obligation of an AFN after the DI has 
become primarily liable for the obliga­
tion does not constitute a transfer of 
capital by the DI to the AFN (see § 312
(c ) (8)).

(j) Repayment of borrowings by a 
direct investor. When a DI obtains a 
long-term foreign borrowing (as defined 
in § 324) and invests the proceeds there­
of in an AFN, the investment will con­
stitute a transfer of capital under § 312 
(a ), but the DI may deduct the proceeds 
in calculating its net transfer of capital 
under § 313(d) (1). Thus, the transac­
tion will not result in a net transfer of 
capital. Similarly, if a DI prior to Janu­
ary 1, 1968, made a short-term foreign 
borrowing (i.e. less than 12 months) 
and expended the proceeds in making 
transfers of capital to AFNs in 1967, the 
transfers would not of course be charged 
to the DI since the regulations did not 
become effective until January 1, 1968. 
In both of these situations, therefore, 
a net charge to the DI does not occur 
until the DI repays the borrowing, and 
it is for this reason that repayments of 
such borrowings constitute transfers of 
capital under § 312(a) (7).19 Note that 
repayment of long-term foreign borrow­
ings will not involve a transfer of capital 
under § 312(a) (7) unless the proceeds 
thereof are, at the time of repayment, 
invested in or allocated to investment 
in AFNs. Note also that, even if proceeds 
of a long-term borrowing of a DI are 
invested in AFNs, repayment will not 
involve a transfer of capital under § 312 
(a) (7) if the borrowing was obtained 
from a person within the United States 
(regardless of the term of the borrow­
ing) or was obtained from a foreign

“ Repayments of long-term foreign bor­
rowings invested in AFNs prior to January 
1, 1965, do not constitute transfers of capital 
under § 312(a) (7).
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national but did not qugtlify as a long­
term foreign borrowing under § 324; the 
reason is that investment of the proceeds 
of such borrowings in AFNs will result 
in a transfer of capital without any cor­
responding deduction under § 313(d) (1).

A transfer of capital under § 312(a) 
(7) resulting from the repayment of a 
borrowing by a DI is deemed to have 
been made to the cheduled area in which 
the proceeds of the borrowing are in­
vested, or to which they have been al­
located, at the time of such repayment. 
If the proceeds are then invested in or 
allocated to two or more scheduled areas, 
the transfer is apportioned among such 
scheduled areas in the same proportions 
as the proceeds are so invested or al­
located. If any apportionment made by 
a DI is inconsistent with the purpose of 
the regulations, the Director has the au­
thority to made an appropriate realloca­
tion.

Note that renewals and certain other 
refinancings of long-term foreign bor­
rowings do not constitute repayments of 
the borrowings (see § 324(b) (1) of the 
regulations) and that mandatory sink­
ing fund payments to a domestic bank 
(as defined in § 317) as trustee for de­
benture holders likewise do not consti­
tute repayments of the debentures.20 On 
the other hand, the conversion of con­
vertible debentures issued by a DI to 
foreign nationals into stock of the DI 
will constitute repayment to the extent 
of the principal amount of debentures 
converted (see § 324(b) (2) of the regu­
lations) .

The following examples illustrate the 
provisions of § 312(a) (7):

Example (37). In 1968, DI borrows $1,000,- 
000 from a domestic bank and uses the pro­
ceeds to purchase additional stock of an AFN 
(X ) . The stock purchase will constitute a 
transfer of capital by DI to X  but the repay­
ment of the borrowing will not constitute a 
transfer of capital to X  under § 312(a) (7) 
since the borrowing was not from a foreign 
national. The same would be true if the 
borrowing was obtained by DI from a foreign 
national but did not qualify as a long-term 
foreign borrowing under § 324.

Example (38). In 1968, DI borrows $1,000,- 
000 from a foreign bank for a term of 3 years 
and immediately lends the proceeds to an 
AFN (X) for a term of 5 years. The $1,000,000 
transfer of capital resulting from the loan to 
X  is offset by the $1,000,000 of long-term 
foreign borrowing proceeds used in making 
the loan. When DI repays the bank borrow­
ing, a transfer of capital of $1,000,000 to X  
will result under § 312(a) (7).

Example (39). In April 1968, DI purchases 
from an unaffiliated foreign national (N) 
all of the outstanding stock of a United 
Kingdom corporation (X ) . The purchase 
price is $1,000,000, $500,000 being paid in 
cash at the closing, the balance of $500,000 
being payable (together with accrued in­
terest thereon) 5 years from the date of the 
closing. DI is deemed to have made a $500,000 
long-term foreign borrowing from N on the 
closing date under § 324. $500,000 of the 
$1,000,000 transfer of capital resulting from 
the acquisition is therefore offset by the 
$500,000 of long-term foreign borrowing pro­
ceeds used in making the acquisition. When 
the balance is feo paid, a $500,000 transfer of 
capital to X will result under § 312(a) (7).

“ Of course, actual redemptions made by 
the trustee will constitute repayments.
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Payment of interest by DI on its own borrow­
ing does not constitute a transfer of capital.

Example (40). On November 1, 1967, DI 
borrows $1,000,000 from a foreign bank for 
a term of 6 months and immediately uses 
the proceeds to make a $1,000,000 contribu­
tion to the capital of an APN (X ). On 
April 30, 1968, DI repays the bank borrowing. 
The result is a $1,000,000 transfer of capital 
by DI to X under § 312(a) (7).

Example (41). In 1968, DI borrows 
$2,000,000 from a foreign bank for a term of 
5 years. DI utilizes $1,000,000 of the proceeds 
otf the loan to purchase additional stock of 
an APN (X) in Schedule A and utilizes the 
remaining $1,000,000 to make a 10-year loan 
to another APN (Y) in Schedule B. The 
$1,000,000 transfer of capital resulting from 
the acquisition of stock of X  and the 
$1,000,000 transfer of capital resulting from 
the loan to Y are both offset by the $2,000,000 
of long-term foreign borrowing proceeds ex­
pended in making the transfers. When DI 
repays the borrowing, a $1,000,000 transfer of 
capital to X  and a $1,000,000 transfer of capi­
tal to Y will result under § 312(a) (7).

Example (42). Same facts as in Example
(41) except that in 1969, DI sells to unaffil- 
lated foreign nationals for $2,000,000 in cash 
all of the additional stock of X  which it 
acquired in 1968. The sale results in a 
$1,000,000 transfer of capital from X  to DI 
and a return to DI of $1,000,000 in long-term 
foreign borrowing proceeds. Repayment by 
DI of the bank borrowing will result in a 
$1,000,000 transfer of capital to Y under 
§ 312(a) (7) since only $1,000,000 of the pro­
ceeds is invested in or allocated to invest­
ments in AFNs at the time of repayment.

Example (43). Same facts as in Example
(42) except that, in 1970, DI loans the 
$1,000,000 of the proceeds from the sale of 
stock to another APN of DI (Z) in Schedule 
C. The $1,000,000 transfer of capital resulting 
from the loan is offset by the long-term 
foreign borrowing proceeds used in making 
the loan. Repayment of the bank borrowing 
by DI will result in a $1,000,000 transfer of 
capital to Y and a $1,000,000 transfer of capi­
tal to Z under § 312(a) (7).

Example (44). Same facts as in Example 
(42) except that Y and Z each repay the 
$1,000,000 loan in 1970 and the proceeds of 
the bank borrowing are not invested in or 
allocated to investment in any AFNs at the 
time DI repays the bank borrowing. Repay­
ment by DI of the bank borrowing will not 
result in any transfer of capital under § 312 
(a) (7). Note, however, that after repayment 
DI will no longer have any long-term for­
eign borrowings available for investment in 
APNs.

(k) Lease of property "by a DI to an 
AFN. Under § 312(a) (8), a lease of 
property by a DI to an APN is consid­
ered a transfer of capital to the AFN if 
the property has a useful life at the time 
of the lease of one year or more, and is 
not required or expected to be returned 
to the DI in less than one year. This rule 
recognizes that long-term leases are sub­
stantially similar in economic effect to 
outright transfers. Accordingly, such 
long-term leases of property by a DI to 
an AFN will be considered transfers of 
capital, without regard to the nature or 
expected use of the property, while a 
transfer of capital from the AFN to the 
DI will be recognized under § 312(b) (2) 
at the time the property is returned to 
the DI (see § B312(b), infra, for the val­
uation of such transfers).

Note that the payment of current 
rentals under such a long-term lease will
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not be considered a transfer of capital 
by the AFN to the DI (see § 312(c) (9 )). 
Rather, rental payments should be de­
ducted in calculating the earnings of the 
AFN. A sublease will be treated under 
these provisions in the same manner as 
an original lease.

The following example is illustrative:
Example (45). DI leases machinery and 

equipment to an incorporated APN (X) for 
a 10-year term for a rental of $1,000 per year. 
The machinery and equipment have an ag­
gregate value of $12,000 at the time the lease 
is made. At the end of 10 years, the ma­
chinery and equipment will be returned to 
DI, at which time it will have a value of 
$2,000. DI has made a $12,000 transfer of 
capital to X  at the time of the lease and 
X  will make a $2,000 transfer of capital to 
DI when the property is returned. The $1,000 
annual rental payments will not constitute 
transfers of capital from X  to DI.

(1) Pledges and hypothecations. Any 
pledge; hypothecation, transfer or ac­
quisition by a DI of foreign balances (as 
defined in § 203(a)(1)), or any pledge, 
hypothecation or transfer by a DI of 
equity securities of a foreign corporation 
owned by the DI (other than equity se­
curities of an AFN of the DI owned by 
the DI), will constitute a transfer of 
capital by the DI if the pledge, hypothe­
cation, transfer or acquisition is made to, 
with or from a foreign national on or 
after January 1, 1968, to induce a loan 
to an AFN of the DI by the foreign na­
tional, or to induce a long-term loan to 
the DI by the foreign national, the pro­
ceeds of which qualify as long-term for­
eign borrowing proceeds and are invested 
in such an AFN (see § 312(a)(9)). The 
amount of the transfer is equal to the 
lesser of (i) the value of the foreign bal­
ances or equity securities or (ii) the 
amount borrowed by or invested in the 
AFN. The transfer of capital occurs when 
the funds are borrowed by or invested in 
the AFN.

The following examples are illustra­
tive:

Example (46). In 1968, DI deposits $1,000,- 
000 with a foreign bank to be held as security 
for an $800,000 loan by the bank to an APN 
of DI, (X ) . The deposit constitutes an $800,- 
000 transfer of capital by DI to X.

Example (47). In 1968, DI purchases a 
$1,000,000, 18-month certificate of deposit 
from a foreign bank and transfers the certifi­
cate to another foreign bank to be held as se­
curity for a $1,400,000 loan made by the bank 
to an APN of DI (X ). The transfer of the 
certificate constitutes a $1,000,000 transfer of 
capital by DI to X.

Example (48). In 1968, DI deposits $1,000,- 
000 with the home office of a domestic bank 
to be held as security for a $1,000,000 loan 
made by a foreign branch of the bank to an 
AFN of DI. The deposit does not constitute a 
transfer of capital by DI (since the home of­
fice of the domestic bank is not a foreign 
national) but constitutes a guarantee of the 
APN’s borrowing under Subpart J of the 
regulations.

Example (49). DI has a portfolio of equity 
securities of U.S. corporations. In 1968, DI 
pledges $1,000,000 in market value of such 
securities together with $1,000,000 in market 
value of equity securities of an AFN with a 
foreign bank as security for a $2,000,000 loan 
made by the bank to another APN of DI. The 
pledge does not constitute a transfer of capi­

tal (since the securities pledged are not those 
of an unafflliated foreign national) but con­
stitutes a guarantee of the APN’s borrowing 
under Subpart J of the regulations.

Example (50). In 1968, DI deposits 
$1,000,000 with a foreign bank pursuant to 
an arrangement whereby the bank agrees to 
and does in fact lend $1,000,000 to an AFN 
of DI (X ) . The deposit constitutes a $1,000,- 
000 transfer of capital by DI to X whether 
or not the bank has the legal right under 
applicable law to resort to the deposit in the 
event of a default by X (by virtue of a right 
of set-off or otherwise). If, however DI did 
not deposit funds specifically to induce the 
loan to its AFN but rather had funds on de­
posit with the bank in accordance with its 
customary practices, there would be no 
transfer of capital by DI even though DI and 
the bank agreed that the funds would stay 
on deposit while the loan was outstanding.

Example (51). In 1968, DI pledges a 6 
month certificate of deposit of a foreign 
bank with another foreign bank as security 
for a 6-month loan by the second bank to 
DI. DI invests the proceeds of the loan in an 
APN (X ) . The pledge is not a transfer of 
capital because the loan to DI is not a long­
term foreign borrowing. However, investment 
of the loan proceeds in X  is a transfer of cap­
ital to X  and there is no.deduction under 
§ 313(d) (1) as the loan to DI does not qual­
ify as a long-term foreign borrowing under 
§ 324.

Example (52). Same facts as in Example 
(51) except that the bank loan is for 12 
months. The pledge to the bank is a trans­
fer of capital to X  as is the investment of 
the bank loan proceeds in X. However, there 
is a single deduction under § 313(d) (1) for 
the investment of the loan proceeds since 
the 12-month loan does qualify as a long­
term foreign borrowing.

Example (53). Same facts as in Example 
(51) except that the 6-month certificate of 
deposit represents the proceeds of long-term 
foreign borrowings to X  and constitutes a 
direct investment liquid foreign balance as 
defined in § 203(a) (3). The pledge to the 
bank is a transfer of capital to X  as is the 
investment of the bank loan proceeds in X. 
However, there is a deduction under § 313(d) 
(1) for both the pledge and the investment in 
X  since both were made with proceeds of 
long-term foreign borrowings.

If a pledge or hypothecation constitutes 
a transfer of capital by a DI under § 312 
(a) (9), the release of the pledge or hy­
pothecation will be considered a transfer 
of capital to the DI under § 312(b) in an 
amount equal to the amount of the initial 
transfer of capital by the DI; if, on  the 
other hand, the property pledged or hy­
pothecated is not released but is applied 
to payment of the secured indebtedness, 
no additional transfer of capital by the 
DI will result therefrom.

(m ) Indirect transfers by a direct in­
vestor to an affiliated foreign national. 
It is important to recognize that § 312(a) 
focuses on the substance, rather than the 
form, of economic transactions. Trans­
actions which do not come precisely with­
in the language of any of the subpara­
graphs of § 312(a) but which a DI under­
takes for the benefit of an AFN m ay in­
volve a transfer of capital by the DI to 
the AFN even though the transactions 
are effected through nominees or other 
intermediaries rather than directly be­
tween the DI and the AFN. While the 
outcome of each transaction will depend 
on the specific facts and circumstances
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involved, DI’s should recognize the gen­
eral rule that transactions effected indi­
rectly by a DI with an AFN will be 
treated tinder the regulations as if 
effected directly by the DI.

(n) Transfers of capital by an affili­
ated foreign national to a direct investor. 
The provisions of § 312(b), relating to 
transfers of capital by an AFN to a DI, 
are roughly parallel to the provisions of 
§ 312(a) (1) through (a) (6) relating to 
transfers in the opposite direction. Thus, 
with certain minor exceptions, any trans­
action whieh would constitute a transfer 
of capital by the DI to the AFN under 
subparagraphs (1) through (6) of 
§ 312(a) will constitute a transfer of cap­
ital by the AFN to the DI under § 312(b) 
if the position of the parties is reversed 
(e.g., the AFN, rather than the DI, is the 
lender).

The following points/however, deserve 
specific mention:

(1) Under § 312(a) (1), the acquisition 
by a DI of an equity or debt interest in an 
AFN will ordinarily constitute a transfer 
of capital by the DI regardless of the 
identity of the person from whom the 
interest is acquired; the only exception is 
if such person is, at the time of the 
acquisition, a DI in the AFN. Under § 312 
(b), on the other hand, the acquisition 
by an AFN of an equity or debt interest in 
a DI constitutes a transfer of capital by 
the AFN only if the person from whom 
the interest is acquired is the DI itself 
(see § 312(c) (3 )). Thus, for example, if 
an AFN lends $100,000 to a DI, a $100,000 
transfer of capital from the AFN to the 
DI will result under § 312(b). (1). If, how­
ever, the loan is made to the DI by a bank 
and the AFN subsequently acquires the 
debt obligation, no transfer of capital 
to the DI will result; however, repayment 
of the obligation by the DI to the AFN 
will result in a $100,000 transfer of capi­
tal by the DI to the AFN under § 312 
(a)(3).

(2) As previously mentioned in the 
discussion in §B312(h), the disposition 
by an AFN of an equity or debt interest 
in the DI results in a transfer of capital 
by the DI under § 312(a) (5) if the AFN 
is an “affiliate” of the DI as defined in 
§ 903(a) or if the transferee is the DI 
itself or another AFN which is an “affili­
ate” of the DI. Under § 312(b) (5), how­
ever, the disposition by a DI of an equity 
or debt interest in an AFN results in a 
transfer of capital to the DI only if the 
transferee is either (i) a foreign national 
or (ii) a domestic bank or nonbank fi­
nancial institution' certified as subject 
to the Federal Reserve Foreign Credit 
Restraint Program and the transfer is 
charged against the ceiling of such bank 
or is treated as a covered asset of such 
institution under the Federal Reserve 
Program (see § 312(c) (4)). Thus if a DI 
lends $100,000 to an AFN and discounts 
the note for $98,000 with a domestic bank, 
a $98,000 transfer of capital by the AFN 
to the DI will result if the bank is sub­
ject to the Federal Reserve Foreign 
Credit Restraint Program and the acqui­
sition of the note by the bank is charged 
against the bank’s ceiling under such 
Program. The result would be the same
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if the note was discounted with a for­
eign bank (which includes a foreign 
branch of a domestic bank) or another 
foreign national. Note, however, that if 
the DI disposed of the note under cir­
cumstances whereby it did not constitute 
a transfer of capital to the DI, repay­
ment of the note by the AFN to the 
person holding the note would constitute 
a transfer of capital to the DI.

(3) As noted previously in the discus­
sion in § B312(h), the disposition by an 
AFN of a debt or equity interest in a 
DI will result in a transfer of capital by 
the DI under § 312(a) (5) in an amount 
equal to the lesser of the value of the 
consideration received therefor or the 
AFN’s cost or other basis for the interest. 
Any gain or loss to the AFN resulting 
from the transaction is included in calcu­
lating the AFN’s earnings for the ap­
propriate period. On the other Tiand, 
when a DI disposes of a debt or equity 
interest in an AFN (under circumstances 
constituting a transfer of capital to the 
DI under § 312(b) (5)), the amount of 
the transfer of capital to the DI is the 
full value of the consideration received 
therefor (less any amounts which repre­
sent a return of long-term foreign bor­
rowing proceeds to the DI under § 324) 
without regard to whether the transac­
tion results in gain or loss to the DI.

A transfer of capital under § 312(b)
(5) will generally be deemed to have been 
made to the DI by the AFN which issued 
the debt or equity interest disposed of. 
There are, however, two exceptions to 
this rule. First, if the debt or equity in­
terest in an AFN is sold by the DI to 
another AFN of the DI, the transfer of 
capital is deemed to have been made to 
the DI by the latter AFN. Second (as­
suming the first exception is inapplica­
ble), if an equity interest in an AFN is 
both acquired and disposed of after De­
cember 31, 1967, and at the time of the 
disposition the AFN involved has sub­
sidiaries or branches in other scheduled 
areas which are separate AFNs of the 
DI under § 304, the transfer of capital 
to the DI resulting from the disposition 
should be allocated among all AFNs in­
volved in a manner which will fairly re­
flect the respective values of all direct 
and indirect interests in AFNs which 
were disposed of. As a general rule, an 
allocation based on the book value of 
each AFN will be acceptable.

it should be noted that the sale of an 
AFN to an unaffiliated foreign national 
during any compliance year does not 
affect any transfers of capital between 
the DI and the AFN preceding the date 
of disposition. Thus, for example, if a 
DI makes a $1,000,000 transfer of capi­
tal to an AFN in the beginning of 1968 
and sells all of its equity interest in the 
AFN in December of 1968 to an un­
affiliated foreign national for $900,000 in 
cash, DI has made a positive net trans­
fer of capital of $100,000 during 1968 to 
the scheduled area of the AFN (assum­
ing no other relevant transactions during 
1968).

It should also be noted that, if a DI 
receives a long-term debt obligation of 
an unaffiliated foreign national (i.e.,
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original maturity of 12-months or more) 
in consideration for an interest in the 
AFN which is disposed of, no transfer of 
capital to the DI will result from the dis­
position until the obligation is paid or 
sold by the DI to another unaffiliated 
foreign national for cash or other prop­
erty (other than a long-term debt 
obligation).

The following examples are illustra­
tive:

Example (54). On December 1, 1968, DI 
sells 50 percent of the stock of a wholly- 
owned French corporation (X) to an unaf­
filiated foreign national (F) for $1,000,000 
in cash. X  has no subsidiaries or branches 
outside Schedule C. DI acquired all of the 
stock of X  on February 1, 1968, for $100,000. 
The result of the sale is a $1,000,000 transfer 
of captial from X  in Schedule C to DI.

Example^ (55). Same facts as in Example 
(54) except that F does npt pay cash but 
gives DI its 5 year note for $1,000,000. No 
transfer of capital to DI will result until the 
note is paid or DI sells the note to another 
unaffiliated foreign national for cash or 
other property (other than a long-term debt 
obligation).

Example (56). Same facts as in Example
(54) except that F is an AFN of DI in Sched­
ule B. The result is a $1,000,000 transfer of 
capital from F in Schedule B to DI.

Example (57). Same facts as in Example
(55) except that F is an AFN of DI in Sched­
ule B. The result is a $1,000,000 transfer of 
capital from F to DI. However, DI has simul­
taneously acquired a $1,000,000 obligation of 
F resulting in a $1,000,000 transfer of capi­
tal from DI to F under § 312(a) (1). When F 
repays the note, a $1,000,000 transfer of capi­
tal from F to DI will result under § 312 
(b)(3 ).

Example (58). Same facts as in Example 
(54) except that when DI disposes of the 
stock of X, X  has a wholly-owned subsidiary 
in each of Schedules A and B (Y and Z ). 
X has net assets of $400,000 (exclusive of its 
interests in Y and Z) and Y and Z each 
have net assets of $200,000. The transfer of 
capital should be allocated $250,000 from 
each of Y and Z (i.e., 25 percent of $1,000,- 
000) and $500,000 from X  (i.e., 50 percent 
of $1,000,000) or in any other manner which, 
will fairly reflect the respective values of 
X, Y, and Z.

Example (59). Same facts as in Example 
(58) except that F is an AFN of DI in Sched­
ule A. The result is a $1,000,000 transfer of 
capital from F to DI since no allocation is 
made when the purchaser is another AFN.

Example (60). On August 1, 1968, DI sells 
all of the assets of its branch in Schedule C 
(X) to an unaffiliated foreign national for 
$1,000,000 in cash. The result is a, $1,000,000 
transfer of capital from X  to DI.

Example (61). Same facts as in Example
(54) except that DI acquired all of the stock 
of X for $500,000 utilizing the proceeds of a 
long-term foreign borrowing. The result of 
the sale of 50 percent of the stock of X  for 
$1,000,000 is the return of $250,000 in long­
term foreign borrowing proceeds to DI (50 
percent of $500,000) and a $750,000 transfer 
of capital from X  to DI.

Example (62). Same facts as in Example
(55) except that DI acquired all of the stock 
of X  for $500,000 utilizing the proceeds of a 
long-term foreign borrowing. No transfer 
of capital or return of long-term foreign 
borrowing proceeds to DI will result when 
F the unaffiliated foreign national, gives its 
5-year note for $1,000,000. As each payment 
on the note is made, however, 25 percent of 
the amount paid will be treated as a transfer 
of capital from X  to DI and the remaining 
75% as a return of long term foreign borrow­
ing proceeds to DL
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Example (63). Same facts as in Example 
(60) except that DI does not sell the assets 
of its branch X. Rather, it closes down X  and 
transfers all of its assets back to the United 
States at a time when X has $200,000 in net 
assets (calculated in accordance with § 313 
(b ) ). The result is a $200,000 transfer of capi­
tal from X to DI. The negative net transfer 
of capital resulting therefrom could not, 
however, exceed the net decrease in the net 
assets of X  during 1968. Thus, if X  had net 
assets of $100,000 at the beginning of 1968, 
the negative net transfer of capital to 
Schedule C would be $100,000 even though 
X  had net assets of $200,000 when it was 
closed down.

(0) Transactions not involving trans­
fers of capital. Section 312(c) of the reg­
ulations sets forth certain transactions 
which will not be deemed to involve 
transfers of capital although they may 
technically be encompassed by the 
language of § 312 (a) or (b). Certain of 
these transactions have already been re­
ferred to in this § B312, supra, while 
the others are noted in this §B312(o). 
In addition to the items specifically listed 
In § 312(c), there are certain other trans­
actions which will not be deemed to in­
volve transfers of capital. These trans­
actions, which relate principally to 
recapitalizations, reorganizations, merg­
ers, and consolidations of AFNs, are dis­
cussed in § B312(p), infra.

(1) Under § 312(c) (5), an increase in 
an equity interest in a corporation re­
sulting from reinvestment of earnings of 
such corporation does not involve a 
transfer of capital. The reinvestment of 
the DI’s share of the earnings of an in- 
corported AFN does, however, constitute 
an element of direct investment, as de­
fined in § 306(a) (see § B306, supra).

(2) Under § 312(c) (7), the making of 
a guarantee does not involve a transfer 
of capital. For a definition of the term 
"guarantee,” see § 1001 (c) of the regu­
lations. It should be noted, however, 
that payments under a guarantee may 
constitute transfers of capital under 
§ 312 (a) (6) or (b) (6) discussed above 
(see § B312(i), supra).

(3) Under § 312(c) (8), the payment 
by the primary obligor of interest cur­
rently due, or fees or commissions in 
connection with borrowings, does not in­
volve a transfer of capital. Prepayments 
of interest made in the course of 
customary lending practices or commer­
cial transactions will not be treated as 
transfers of capital under the foregoing 
rule. The fees or commissions referred 
to above include, for example, commit­
ment and termination fees, premiums, 
underwriters’ commissions, original issue 
discounts, broker-dealer fees, legal and 
accounting fees, and other like items. 
Thus, for example, payment by an AFN 
to a DI of interest on a loan made by 
the DI to the AFN, or vice versa, does not 
involve a transfer of capital if the in­
terest is paid when due. If not paid when 
due, however, an additional debt obliga­
tion will be created, resulting in a trans­
fer of capital from the obligee to the 
obligor under § 312 (a) (1) or (b) (1) 
and a transfer of capital in the opposite 
direction under § 312 (a) (3) or (b) (3) 
when the additional obligation is paid. 
It should be noted, however, that the

exemption applies only to the primary 
obligor. Thus, payments by a DI, pur­
suant to a guarantee of an AFN’s bor­
rowing, of interest, commissions and fees 
owed by the AFN, are transfers of capi­
tal to the AFN under § 312(a) (6).

(4) Under § 312(c) (10), the payment 
by a licensee under a license agreement 
of royalties currently due does not in­
volve a transfer of capital, absent cir­
cumstances indicating that such pay­
ments are essentially equivalent to trans­
fers of capital and are merely disguised 
as royalty payments, in which case the 
Director may exercise his discretion to 
treat such transfers as transfers of cap­
ital. It should be noted that prepayments 
of royalties are also not treated as trans­
fers of capital if such prepayments are 
customarily made by licensees under 
agreements of the type involved in the 
relevant cases. As is the case with inter­
est payments, the exemption applies only 
to current royalty payments by a pri­
mary obligor or prepayments as noted 
above.

(5) Section 312(c) (11) provides as a 
general rule that a transfer by a DI to 
an -AFN, or vice versa, of any of the 
following items:

I. Patents.
2; Copyrights.
3. Trademarks.
4. Trade names.
5. Trade secrets.
6. Technology.
7. Proprietary processes.
8. Proprietary information.
9. Similar intangibles.'
10. Any rights or interests in items 1-9.
II. Contracts or applications relating 

to items 1-9 shall not constitute a 
“transfer of capital” regardless of the 
form of the transfer, or the considera­
tion received in exchange therefor. The 
foregoing rule, however, is subject to one 
major proviso: A transfer of any of the 
above described intangibles by a DI to an 
AFN on or after January 1, 1968, in ex­
change for a debt or equity interest in 
the AFN, shall be considered a transfer 
of capital by the DI if (i) the transfer 
represents a substantial departure from 
a previously established practice of the 
DI with respect to the exploitation of in­
tangibles of the type transferred, and
(ii) the intangible transferred was, prior 
to the transfer, a substantial source of 
royalty or other like fixed or determina­
ble, annual or periodical, income.

Note that, if, a post-January 1, 1968 
transfer does not constitute a “ transfer 
of capital” because of the foregoing rule, 
no deduction for amortization or any 
like charge with respect to the intangible 
transferred shall be made against earn­
ings in calculating the earnings of the 
transferee AFN. Note also, that even if 
a transfer of intangibles does not con­
stitute a transfer of capital, a person 
within the United States making such 
transfer may become a DI in a foreign 
corporation, partnership or business ven­
ture if it receives a 10 percent interest 
(as defined in § 304) in the foreign en­
terprise in exchange for the transfer.

The determination whether a transfer 
of intangibles by a DI in a given case

constitutes a substantial departure from 
previously established practices with re­
spect to the exploitation of the same or 
similar intangibles will depend on all the 
facts and circumstances of the case.

The following examples are illus­
trative:

Example (64). In 1968, a U.S. corporation 
(A) engaged in the manufacture of patented 
widgits bearing a well-known trademark, en­
ters into a joint venture in Germany, con­
tributing all rights to the manufacture and 
sale of the patented widgits in Germany, 
plus exclusive use of the trademark in Ger­
many, in exchange for its interest in the 
joint venture. A has never theretofore sold, 
licensed or contributed intanglibles of any 
nature to any other person or venture. The 
transfer does not constitute a transfer of 
capital.

Example (65). A U.S. corporation (A) en­
gaged in the manufacture of patented widgits 
bearing a well-known trademark, has many 
licensees for the manufacture and sale of 
such widgits in the United States and 
throughout the world, some of which are 
AFNs and others un affiliated foreign nation­
als. The licenses have produced substantial 
royalty income to A for many years. Dining 
1968, A enters into a joint venture in Japan, 
contributing all substantial rights to the 
manufacture and sale of the patented wid­
gits in Japan in exchange for its 50% partici­
pation in the joint venture. A has never 
theretofore engaged in a similar transaction. 
The transfer is a transfer of capital in an 
amount equal to the fair market value of 
the interest acquired by A in the joint 
venture.

Example (66). A U.S. corporation (A) has 
many proprietary products bearing estab­
lished trademarks which it licenses for manu­
facture and sale to numerous AFNs and 
unafflliated foreign nationals throughout the 
world. It has never contributed the rights to 
any of these products to any foreign enter­
prise in exchange for a debt or equity interest 
in the foreign enterprise. In 1968, A’s scien­
tists discover a new product and A immedi­
ately transfers the worldwide manufacturing 
and selling rights to this product to a for­
eign corporation (X ) , in exchange for all of 
the stock of the foreign corporation. The 
transfer does not involve a transfer of capital 
as the rights contributed to X  did not pro­
duce substantial royalty or other like income 
to A prior to the transfer. As a general rule, 
royalty or other like income derived from an 
intangible will not be considered “sub­
stantial” for purposes of §3 1 2 (c )(ll) unless 
such income (on a gross basis) exceeded 
either $200,000 or 10 percent of the DI’s gross 
income for the DI’s most recently ended 
fiscal year.

Example (67). A U.S. corporation (A) has 
20 proprietary products bearing established 
trademarks. Eight (8) of such products have 
been licensed on a royalty basis for manu­
facture and sale to AFNs and nonaffiliated 
foreign nationals throughout the world. The 
worldwide manufacturing and selling rights 
to four of such products have been contrib­
uted to foreign corporations in exchange 
for controlling equity interests in such cor­
porations in the early 1960s. In 1968, A, 
which has been manufacturing and selling 
the remaining 8 products for its own account, 
contributes the worldwide manufacturing 
and selling rights to these products to a 
United Kingdom corporation (X) in exchange 
for all of the stock of X. The transfer to X 
does not involve a transfer of capital, as A 
has an established practice of contributing 
intangibles to foreign corporations in ex­
change for equity interests.

(p) Certain stock-for-stock and stock- 
for-asset acquisitions, reorganizations
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and like transactions. Certain other 
transactions not enumerated in § 312(c) 
will also not be deemed to involve any 
transfers of capital between a DI and its 
AFNs even though a foreign enterprise 
may become or cease to be an AFN of the 
DI as a result of the transaction. Note, 
however, that, even if a foreign enter­
prise ceases to be an AFN of a DI as a 
result of any such transaction, this does 
not change the amount of direct invest­
ment made by the DI dining the base 
period in the scheduled area of such for­
eign enterprise. The transactions referred 
to are as follows: • ■

(1) The acquisition by a DI from an 
AFN or unaffiliated foreign national, of 
the stock or assets of a foreign corpora­
tion, partnership or business venture in 
exchange for stock of an AFN.

The following examples are illustra­
tive:

Example '(68). DI has a wholly-owned sub­
sidiary in the United Kingdom (X ). In 1968, 
DI transfers all of the stock of X to an un­
affiliated foreign national (Y) in exchange 
for all of the stock in a Brazilian corpora­
tion (Z) which is owned by Y. Z operates a 
manufacturing plant in Brazil. No transfer 
of capital to or from DI results from this 
transaction although as a result thereof X 
ceases to be an AFN of DI and Z becomes an 
AFN of DI. Note that any direct investment 
made by DI in X  during 1966 and 1966 is 
still included in determining the amount of 
direct investment made by DI in Schedule B 
during 1965 and 1966 for purposes of § 504 
(a)(2).

Example (69). Same facts as in Example 
(68) except that, in 1968, DI transfers all 
of the stock of X  to Z in exchange for all 
of the assets of Z. Z is then liquidated and the 
stock of X is distributed to Y. No transfer 
of capital to or from DI results from this 
transaction although as a result thereof X 
ceases to be an AFN of DI and the manufac­
turing facilities acquired from Z become an 
unincorporated AFN (i.e., a branch) of DI. 
Note that any direct investment made by 
DI in X during 1965 and 1966 is still included 
in determining the amount of direct invest­
ment made by DI in Schedule B during 1965 
and 1966 for purposes of § 504(a) (2).

(2) The contribution by a DI to the 
capital of an AFN of the stock or assets 
of another AFN.

The following examples are illustra­tive:
Example (70). DI has a wholly-owned sub­

sidiary in Schedule C and a 50% owned 
subsidiary in Schedule A. DI’s interest in the 
Schedule A subsidiary is transferred to the 
Schedule C subsidiary as a contribution to 
capital. No transfer of capital to or from DI 
results from the transaction and both sub­
sidiaries continue to be AFNs of DI although 
the Schedule A subsidiary is now a second- 
tier AFN.

Example (71). DI has a wholly-owned sub­
sidiary in Schedule C and a branch in Sched­
ule A engaged in manufacturing operations, 
pi transfers all of the assets of the branch 
to its Schedule C AFN as a contribution to 
(70)^* '^ie resu^  the same as in Example

(3) A merger of one incorporated AFN 
Into another incorporated AFN of the 
same DI, or the consolidation of AFNs of 
the same DI, or the merger or consolida­
tion of an AFN of the DI into or with the 
DI.

The following examples are illustra­
tive:

Example (72). DI has wholly-owned sub­
sidiaries in Schedules A and C. The Sched­
ule A subsidiary is merged into the Schedule 
C subsidiary, so that the Schedule A opera­
tions become branch operations of the Sched­
ule C subsidiary. No transfer of capital to 
or from DI results from the transaction. The 
result would be the same even if one or both 
of the subsidiaries was not wholly-owned by 
DI.

Example (73). Same facts as in Example 
(72) except that the Schedule A and C sub­
sidiaries are consolidated into a newly orga­
nized subsidiary in Schedule B. As a result, 
the Schedule A and Schedule C operations 
become branch operations of the new Sched­
ule B subsidiary. No transfer of capital to or 
from DI results from this transfer.

Example (74). Same facts as in Example 
(72) except that the Schedule A and C 
subsidiaries are merged into the DI with the 
result that the operations in Schedule A and 
O now constitute unincorporated AFNs (i.e., 
branches) of DI. No transfer of capital to or 
from DI results from this transaction.

(4) A division of an AFN into two or 
more entities.

The following examples are illustra­
tive:

Example (75). DI has a wholly-owned sub­
sidiary in Schedule C engaged in the manu­
facture and sale of household products and 
heavy machinery. The household products 
operation is conducted in Schedule C while 
the heavy machinery operation is conducted 
by a branch in Schedule B which is a sep­
arate AFN. In 1968, the heavy machinery op­
eration is split off into a new wholly-owned 
subsidiary of DI in Schedule B. No transfer 
of capital to or from DI results from this 
transaction.

Example (76). Same facts as in Example 
(75), except that the DI distributes the stock 
in the new Schedule B subsidiary to its 
stockholders, either in exchange for DI’s 
stock or as a payment in respect of such 
stock. No transfer of capital to or from DI 
results from this transaction,

(5) A recapitalization of an AFN in­
volving an exchange of stock for stock, 
debt for debt, stock for debt, or debt for 
stock.

Example (77). DI owns 80,000 shares of 
common stock of a French corporation (X ), 
constituting 80 percent of the outstanding 
common stock of X. In 1968, X  offers its 
stockholders one share of a new 6 percent 
$100 par value preferred stock in-exchange 
tor two shares of common stock. DI accepts 
the offer with respect to 10,000 shares of com­
mon stock and accordingly receives 5,000 
shares of the new preferred stock. No trans­
fer of capital to or from DI results from this 
transaction.

Example (78). Same facts as in Example 
(77) except that X  offers its stockholders a 
6 percent $1,000 face amount subordinated 
debenture in exchange for 20 shares of com­
mon stock. DI accepts the offer with respect 
to 10,000 shares of common stock and ac­
cordingly receives 500 debentures. No trans­
fer of capital to or from DI results from this 
transaction.

Example (79). Same facts as in Example 
(77) except that, in 1968 DI, which then owns 
convertible debentures of X  acquired in 1966, 
converts all of the debentures into an addi­
tional 5,000 shares of oommon stock of X. 
No transfer of capital to or from DI results 
from the conversion.

Example (80). DI has an incorporated AFN 
(X) in Schedule C. In January 1968, DI lends

X  $200,000 on open account. In November 
1968, this indebtedness is converted into 4,000 
additional shares of common stock of X at a 
time when X ’s common stock has a market 
value of $50 per share. No transfer of capital 
to or from DI results from this transaction. 
Note, however, that since the original loan 
was made in 1968, DI has nevertheless made 
a $200,000 positive net transfer of capital to 
Schedule C during 1968 (assuming no other 
relevant transactions in Schedule C during 
that year). The conversion of the debt into 
equity neither increases nor decreases the 
amount of the positive net transfer of 
capital.
§ B313 Net transfer of capital.

(a) In general. Section 313 of the reg­
ulations sets forth the rules for deter­
mining the amount of a net transfer of 
capital made by a DI to any scheduled 
area during any period. Such net trans­
fer of capital is calculated by adding to­
gether (algebraically) the DI’s net trans­
fer of Capital to its incorporated AFNs 
in the scheduled area (§ 313(a)) and the 
DI’s net transfer o f capital to its unin­
corporated AFNs in the scheduled area 
(§ 313(b)). Under § 313(d)(1), the re­
sulting sum is reduced by the proceeds of 
long-term foreign borrowings invested 
in or allocated to investments in the 
scheduled area during the period in­
volved; if, on the other hand, the DI 
acquires an AFN in the scheduled area 
during the relevant period, the resulting 
sum is increased by all transfers of cap­
ital made by the DI to such AFN during 
the 12-month period immediately pre­
ceding the date of the acquisition 
(§ 313(d) (2 )). The rules set forth in 
§ 313 apply to the base period years of 
1965 and 1966 as well as to 1968 and 
succeeding years.

(b) Net transfer of capital to incorpo­
rated affiliated foreign nationals. Under 
§ 313(a), a net transfer of capital by a 
DI to all incorporated AFNs in any 
scheduled area during any period is 
defined as:

(1) The aggregate of all transfers of 
capital made during such period by the 
DI to such AFNs (as described in 
§§ 312(a) and 505); less

(2) The aggregate of all transfers of 
capital made during such period by such 
AFNs to the DI (as described in 
§§ 312(b) and 505).

T h e  f o l l o w i n g  examples are 
illustrative:

Example (1). A U.S. corporation (DI) has 
a subsidiary in Schedule A (AFN) to which 
it transfers, during 1968, $100,000 as an ad­
vance on open account, $50,000 as a contri­
bution to capital, and $40,000 resulting from 
an increase in accounts receivable due from 
AFN to DI arising out of sales of merchan­
dise from DI to AFN. In the same year, AFN 
repays $110,000 of a $200,000 loan made by 
DI to AFN in 1967. DI has no other incor­
porated AFNs in Schedule A. DI's net trans­
fer of capital during 1968 to its incorporated 
Schedule A AFN is $80,000, calculated as 
follows:
Transfers by DI under § 312(a):

Advance on open account to 
A F N -----------------------------------  $100,000

Contribution to capital of AFN 50, 000
Increase in accounts receivable

from AFN------------------ 40, 000

Total -------------------------------  190, 000
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less
Transfers to DI under § 312(b):

Repayment of loan by AFN-----  110,000
Transfers by DI_______$190,000
Transfers to DI_______—110,000

Net transfer____  80,000
Example (2). At the beginning of 1968, a 

U.S. corporation (DI) has two wholly-owned 
incorporated AFNs in Schedule A (X and Y ) . 
In March 1968, DI purchases all the stock 
of a Brazilian corporation (Z) from an un­
affiliated foreign national for $200,000 in 
cash. The following also occurs during 1968: 
DI lends $100,000 to X on open account and 
leases equipment to X  for a term of 3 years, 
the equipment having a value of $50,000; 
X  redeems at cost an issue of preferred stock 
held by DI for $50,000; Y repays a $300,000 
loan made by DI to Y in 1966; Y declares a 
$20,000 dividend to DI which is payable on 
December 15th but is not paid during 1968; 
DI repays a $100,000 loan owing by Y to a 
U.S. bank, together with accrued interest 
and other charges aggregating $10,000. DI’s 
net transfer of capital during 1968 to its 
incorporated Schedule A APNs (X, Y, and Z)
is $130,000, calculated as follows:
Transfers by DI under § 312(a):

Purchase of Z_________________ $200, 000
Open account loan to X ------------ 100, 000
Lease of equipment to X ----------  50, 000
Dividend not paid by Y when

d u e ________________________  20, 000
Payment on Y ’s loan__________ 110,000

Total____________________ 480,000
Transfers of DI under § 312(b):

Redemption by X_ -------------------  50,000
Repayment of loan by Y ------------ 300, 000

Total ______ ___________ _ 350, 000
Transfers by DI------------ $480, 000
Transfers to DI_______ —350, 000

Net transfer__— 130, 000
Example (3). Same facts as in Example (2), 

except that the following also occurs during 
1968: A wholly-owned subsidiary of DI in 
Schedule B makes a $150,000, 3-year loan to 
Z, the transaction being treated under 
§ 505(a) (3) as a $150,000 transfer of capital 
from the Schedule B subsidiary to DI and a 
$150,000 transfer of capital by DI to Z; X ’s 
branch in Schedule C incurs a loss of $30,- 
000 but has no change in its net assets dur­
ing 1968, the transaction being treated under 
§ 505(a) (6) as a $30,000 transfer of capital 
from X to DI; $100,000 of royalties which 
become payable by Y to DI dining 1968 are 
not in fact paid during 1968; DI extends trade 
credits totaling $220,000 to Z; DI sells 25% 
of the stock of Y to an unaffiliated foreign 
national for $500,000 in cash. DI’s net trans­
fer of capital during 1968 to its incorporated 
Schedule A APNs is $70,000, calculated as 
follows:
Transfers by DI under § 312(a) :

Transfers in Example (2 )----------  $480,000
Loan to Z (§ 505(a) (3 ) ) ----------  150,000
Royalties not paid by Y when

d u e _______________ ________ 100,000
Extension of trade credits to Z_ 220,000

T o ta l_____________—- ____ 950,000
Transfers to DI under § 312(b):

Transfers in Example (2 )_____  350, 000
Transfer from X  (§ 505(a) (6)) _ 30, 000
Sale of stock of Y_____________ 500,000

Total___ _________________  880, 000
Transfers by DI_______ $950, 000
Transfers to DI________ —880, 000

Net transfer_____  70,000

(c) Net transfer of capital to unincor­
porated affiliated foreign nationals. Un­
der § 313(b), a net transfer of capital by 
a DI to all unincorporated APNs in any 
scheduled area during any period is de­
fined as' the DI’s share of the aggregate 
net increase or net decrease during such 
period in the aggregate net assets of 
such AFNs. The net assets of an unin­
corporated APN should reflect all assets 
(wherever located) and liabilities prop­
erly allocable to the APN under gener­
ally accepted U.S. accounting principles 
consistently applied, whether such as­
sets and liabilities are recorded in the 
legal books of account or in other books 
of account including those of the par­
ent APN. However, in calculating the net 
assets of unincorporated APNs in any 
scheduled area at any time:

(i) Equity interests in, and debt ob­
ligations of, such unincorporated APNs 
held by the DI or by APNs of the DI 
should be excluded as liabilities of such 
unincorporated AFNs;21 and,

(ii) Equity interest in, and debt obliga­
tions of, the DI or APNs of the DI held 
by such unincorporated APNs should be 
excluded as assets of such APNs.21

Any net increase or decrease in the net 
assets of an unincorporated APN re­
sulting from changes in the valuation of 
such assets during the period involved 
(such as unrealized gains or losses), 
rather than from economic transactions, 
should be eliminated from the calcula­
tion. However, depreciation of tangible 
assets should be taken into account to 
the extent it is deducted in calculating 
earnings of the unincorporated AFN.

Where a DI directly owns an unincor­
porated AFN (e.g., a branch of the D I), 
the DI’s share in the net change in net 
assets will equal the profits (or losses) 
of the AFN plus all transfers of capital 
made by the DI (or other AFNs of the 
DI) to the AFN less all remittances made 
by the AFN to the DI. When the DI does 
not own all of the unincorporated AFN, 
transfers of capital between the APN 
and its other owners and such other 
owners’ share of the APN’s profits or 
losses are not included in calculating the 
DI’s share in the net change in the un­
incorporated AFN’s net assets.

The following examples are illus­
trative :

Example (4). A U.S. corporation (DI) has 
two branches in Schedule A (X and Y ) . The

21 Note, however, that, under § 505(b) of 
the regulations (see §B505(e), infra.), an 
obligation of an ■unincorporated APN held 
by an AFN in another scheduled area (as­
suming neither of the APNs ife a Canadian 
APN as defined in § 1101 of the regulations) 
is not excluded as a liability of the unincor­
porated APN if the obligation arises out of 
the extension of a short-term (12 months or 
less) trade credit extended to the unincor­
porated APN. Conversely an obligation of 
an APN held by an unincorporated APN in 
another scheduled area (assuming neither 
is a Canadian AFN) is not excluded as an 
asset of the unincorporated AFN if the ob­
ligation arises out of a short-term trade 
credit extended by the unincorporated APN.

net assets of X  and Y at the beginning of 
1968 are $200,000 and $300,000, respectively. 
The following occurs during 1968: X incurs 
a loss of $100,000 and DI transfers $50,000 
to X  on open account; Y earns $90,000 and 
remits $30,000 to DI; DI spends $500,000 for 
the construction of a manufacturing plant 
in Schedule A (Z) which becomes an un­
incorporated APN (Z) (i.e., a branch) of 
DI. At the end of 1968, X  and Y have net 
assets of $150,000 and $360,000, respectively. 
DI’s net transfer of capital during 1968 to 
its unincorporated Schedule A APNs is 
$510,000 (i.e., $50,000 net decrease in X’s 
assets plus $60,000 net increase in Y’s assets 
plus $500,000 net increase in Z’s assets (con­
struction of plant).

Example (5). Same facts as in Example (4) 
except that, at the beginning of 1968, DI has 
two other branches in Schedule A (V and 
W ), which have net assets of $50,000 and 
$100,000, respectively. During 1968, V is 
closed down and all of its assets are trans­
ferred to DI in the United States. Also dur­
ing 1968, DI sells all of the assets of W to an 
unaffiliated foreign national for $120,000. 
DI’s net transfer of . capital during 1968 to 
its unincorporated Schedule A APNs is 
$340,000 (i.e., $510,000 from Example (4) 
plus $50,000 net decrease in V’s assets plus 
$100,000 net decrease in W’s assets minus 
$20,000 additional funds received upon sale 
of W’s assets).

Example (6). Same facts as in Example (4) 
except that, in addition, in March 1968, Y in­
vests $50,000 of its own funds in a parcel of 
real estate in Schedule A which has a fair 
market value of $100,000 at the end of 1968. 
The result is the same as in Example (4), 
since unrealized appreciation in the value of 
branch assets is not taken into accountVun- 
der § 313(b).

Example (7). Same facts as in Example (4) 
except that, at the beginning of 1968, $50,000 
of Y’s assets consist of a building which is 
completely destroyed by fire during 1968. As a 
result, Y shows profits of only $40,000, the 
loss being deducted from profits (the build­
ing being uninsured). DI’s net transfer of 
capital to its unincorporated Schedule A 
APNs during 1968 is $460,000 (i.e., $510,000 
from Example (4) less $50,000 decrease in 
Y’s profits).

Example (8). During 1968, a U.S. corpora­
tion (A) enters into a joint venture agree­
ment with an unaffiliated foreign corpora­
tion (B) to operate a factory in Schedule C. 
B contributes to the Joint venture an exist­
ing plant in Schedule C and equipment, the 
plant and equipment being value in the ag­
gregate at $10,000,000. A contributes to the 
joint venture patents and technology valued 
at $5,000,000 (under circumstances whereby 
the contribution does not constitute a trans­
fer of capital under § 312(c) (11)) and cash 
for working capital of $5,000,000. A and B 
each have a 50 percent interest in the profits 
of the joint venture. During 1968, a wholly- 
owned subsidiary of A in Schedule B (X) 
lends $3,000,000 to the joint venture, repay­
able at the end of five years. Also during 1968, 
the joint venture realizes $500,000 in gross 
revenues, spends $300,000 for operating ex­
penses and depreciates its plant and equip­
ment by $200,000. At the end of 1968, the 
joint venture has $8,200,000 in cash, patents 
valued at $5,000,000, plant and equipment 
valued on its books at $9,800,000, and no lia­
bilities other than the $3,000,000 liability to 
X. A’s net transfer of capital during 1968 to 
its unincorporated APNs in Schedule C is 
$8,000,000, calculated as follows:
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Net assets of joint venture as of January 1,1968: 0. 
Net assets of joint venture as of December 31, 1968:

Plant and equipment________________________
Patents and technology_____________________ _
Cash— ------------------- ..------------------ .-----------------

Increase in net assets during 1968: $23,000,000. 
A’s share in net increase:

Net increase_____________________________
Less:

Plant and equipment contributed by B__ 
Patents and technology________________

Note that when a DI owns only part of an 
unincorporated AFN, the DI’s share in any 
net change in the net assets of the AFN will 
equal the net change in net assets less that 
portion of the change attributable to trans­
fers of capital from (or to) the other owners 
and the share of such other owners in the 
profits (or losses) of the AFN.

Note, also that in Example (8), A.will have 
a $3,000,000 negative net transfer of capital 
to Schedule B during 1968 (i.e., the $3,000,000 
deemed transferred by X to DI under the 
§505 (a)(1) and (a)(2) as a result of the 
$3,000,000 loan made by X  to the joint 
venture).

Example (9). A U.S. resident (DI) is a 
partner in a pastnership organized under 
German law and doing business only in 
Germany. DI has a 50% share in the profits 
of the, partnership. The Other partners (X 
and Y ), each of which has a 25% share in the 
profits of the partnership, are residents and 
citizens of Germany. At the beginning of 1968, 
the partnership has net assets of $1,000,000. 
During 1968 the partnership earns $100,000 
and distributes $20,000 to DI and $10,000 to 
each of X and Y. Also during 1968, DI lends 
$200,000 to the partnership on open account. 
At the end of 1968, the partnership has net 
assets of $1,260,000 (excluding liabilities to 
DI). DI’s net transfer of capital during 1968 
to its unincorporated Schedule C AFN is 
$230,000 (i.e., DI’s $50,000 share of profits 
plus $200,000 loan less $20,000 remitted to

Example (10). Same facts as in Example 
(9) except that the partnership incurs a

$9, 800, 000 
5, 000, 000 
8 , 200,000

22 $23, 000, 000

$23, 000, 000

10, 000, 000
5, 000, 000 $8, 000, 000

loss of $50,000 and makes no distributions to 
the partners. At the end of 1968, the partner­
ship has net asset's of $1,150,000 (excluding 
liabilities to D I). DI’s net transfer of capital 
during 1968 to its unincorporated Schedule 
C AFNs is $175,000 (i.e., DI’s $25,000 share of 
loss plus $200,000 loan). ,

Example (11). Same facts as in Example 
(9) except that, during 1968, each of X  and 
Y lends $300,000 to the partnership on open 
accoulit. At the end of 1968, the partnership 
has net assets of $1,260,000 (excluding liabil­
ities to DI but including liabilities to other 
partners) and the result is’ therefore the 
same as in Example (9).

A DI’s net transfer of capital to all 
unincorporated AFNs in a scheduled area 
includes the DI’s share of the net changes 
in the net assets of unincorporated AFNs 
in the scheduled area which are owned 
by other AFNs of the DI located in other 
scheduled areas, so long as such other 
AFNs are “affiliates” of the DI, as- de­
scribed in § 903(a) of the regulations. 
The calculation of any such net change 
should be made as if the DI itself were 
the immediate parent of the unincorpo­
rated AFN; 'the DI’s share of the net 
change is a percentage thereof equal to 
the DI’s percentage interest in the im­
mediate parent.

The following examples are illustra­
tive:

DI’s net transfer of capital during 1968 
to its Schedule A unincorporated AFNs is 
$175,000 (i.e., the increase in the home office 
account (net assets) from $765,000 to $940,000 
during 1968). Note, however, that DI will 
have a $75,000 negative net transfer of capital 
to Schedule C (i.e., the $75,000 deemed 
transferred by DI to C under § 505(a) (1) and 
(a) (2) less the $150,000 deemed transferred 
by C to DI under § 505(a) (6)•).

Example (13). Same facts as in Example 
(12) except that DI owns only 80% of the 
voting stock of C. DI’s net transfer of capital 

"during 1968 to its Schedule A unincorporated 
AFNs is $140,000 (i.e,, 80% of $175,000). Note, 
however, that DI will have a $45,000 negative 
net transfer of capital to Schedule C (the 
$75,000 deemed transferred by DI to C under 
§ 505(a) (1) and (a) (2) less the $120,000 
deemed transferred by C to DI under 
§ 505(a)(6)).

Example (14). Same facts as in Example 
(12) except that DI owns only 50% of the 
voting stock of C. DI’s net transfer of capital 
during 1968 to its Schedule A unincorporated 
AFNs is zero (see § 505(a) (4 )). Note, how­
ever, that DI will have a $75,000 positive net 
transfer of capital to Schedule C (the $75,000 
deemed transferred by DI to C under § 505 
(a) (1) and (a) (2 )).

(d) Net transfer of capital to all af­
filiated foreign nationals in a scheduled 
area. Under § 313(c), a DI’s net transfer 
of capital to all AFNs in a scheduled area 
during any period is Calculated by adding 
together (algebraically) the DI’s net 
transfer of capital to all incorporated 
AFNs in the scheduled area during such 
period (i.e., the result of the calculation 
under § 313(a)) and the DI’s net trans­
fer of capital to all unincorporated AFNs 
in the scheduled area during such period 
(i.e., the result of the calculation under 
§ 313(b)). If the calculation produces a 
positive result, the DI is said to have 
made a “positive net transfer of capital” 
to the scheduled area during the period 
involved; if a negative result is produced, 
the DI is said to have made a “negative 
net transfer of capital” to the scheduled 
area during the period involved.

Thus, for example, by combining the 
facts in Examples (1) and (4), the DI’s 
net transfer of capital to all AFNs in 
Schedule A during 1968 is $590,000 (posi­
tive) (i.e., $80,000 plus $510,000). Simi­
larly, by combining the facts in Ex­
amples (2) and (5), the DI’s net transfer 
of capital to all AFNs in Schedule A dur­
ing 1968 is $470,000 (positive) (i.e., $130,- 
000 plus $340,000).

(e) Deduction for investments of pro­
ceeds of long-term foreign borrowings. In 
calculating a DI’s net transfer of capital 
to a scheduled area during any period 
(including the base period years of 1965 
and 1966), the DI should deduct an 
amount equal to the proceeds of long­
term foreign borrowings to the extent the. 
proceeds were expended during such pe­
riod in making transfers of capital to the 
scheduled area or were allocated (on the 
books and records maintained by the DI 
under §§ 203(b) and 601) to any such 
transfers (see § 313(d) (1)).

There are two important caveats in 
this connection. First, the borrowings 
must qualify as long-term foreign bor­
rowings by the DI as defined in § 324 of 
the regulations; borrowings by AFNs of a 
DI will not qualify for the deduction. 
Second, the borrowings must.have been

Example (12). A U.S. corporation (DI) has a wholly-owned subsidiary (C) in Schedule C  
which has a branch (A) in Schedule A. At the beginning of 1968, A’s balance sheet is as 
follows: • I  ; ; I

Assets
Cash____________ ________________ $75,000
Customer receivables_____ ._______  140, 000
Inventory ____ ____________-______  360,000
Fixed assets (net)__________ £____  400, 000

Liabilities and, net assets
Trade payables_________________$210, 000
Home office (net assets)_______ ._ 765, 000

Total ______________________  975,000 Total..________ ______________  975,000
During 1968, A earns $25,000 and,DI and C each transfer $75,000 in cash directly to A as 

an advance. On August 1, 1968, a wholly-owned subsidiary of DI in Schedule B (X) sells 
$50,000 of inventory to A on 6-month credit terms. At the end of 1968, A’s balance sheet is 
as follows :

Assets
Cash______________________    $340,000
Customer receivables_____________  175,000
Inventory ____________________  410, 000
Fixed assets (net)_______________  325,000

Liabilities and net assets
Trade payables 23_______________ $310, 000
Home office (net assets)24_____  940, 000

Total ____________________  1,250,000 T otal---------------•-------------  1, 250, 000
. “ Including payable of $50,000 owed to X. Note that, if the credit terms extended by X 
had been for more than 12 months, the payable would not be included under trade pay­
ables but would be included in the home office account and would therefore increase 
DI’s net transfer to A by $50,000 and result in a $50,000 negative net transfer of capital 
to Schedule B  (see § 505(b) and 505(a) (2 )).

“ Including payable of $75,000 owed to DI.

Net transfer of capital________ ____________________________________ ._________ 8 000 000
22 Note that the $3,000,000 loan by the Schedule B subsidiary (X) is not included as a 

liability of the joint venture.
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obtained by the DI during or prior to the 
compliance year for which the deduc­
tion is claimed.

The following examples are illustra­
tive:

Example (15). In March 1968, a U.S. cor­
poration (A ), which then has no APNs, ac­
quires all of the stock of an Argentinian cor­
poration from an unaffiliated foreign national 
(X ). The purchase price is $1,000,000, $500,- 
000 of which is payable in cash at the closing, 
the balance to be paid in equal annual in­
stallments of $100,000 (together with accrued 
interest) commencing one year from the date 
of the closing. Each installment is repre­
sented by a promissory note of A payable to 
X. A’s net transfer of capital to Schedule A 
during 1968 is $500,000 (i.e., $1,000,000 pur­
chase price minus $500,000 proceeds of long­
term foreign borrowings). Each principal 
payment by A on the notes will constitute a 
transfer of capital to the Argentinian corpo­
ration under § 312(a) (7) and will be taken 
into account in determining the net transfer 
of capital made by A to Schedule A in 1969 
and each subsequent year that a payment is 
so made. It should be pointed out, however, 
that, if the acquisition was consummated on 
or after June 10, 1968, the borrowing made by 
A would not qualify as a long-term foreign 
borrowing unless X agreed in writing with re­
spect to each note that, for a period of three 
years from the date of the closing or until 
maturity of the note, it would not sell or 
otherwise transfer the note to (i) a resident 
or national of the United States (other than 
a foreign bank described in § 317(b) (2)) or a 
Canadian person (as defined in § 1101 (d ) ), or
(ii) any person who X has reason to believe 
will sell or otherwise transfer a note to any 
such United States resident or national or 
Canadian person (see § 324(e)).

Example (16). A-U.S. corporation (DI) has 
a wholly-owned subsidiary in Schedule C 
(AFN). On June 1, 1968, DI purchases equip­
ment from an unafflliated foreign national 
(X ). The purchase price is $1,000,000, all of 
which is to be paid on May 31, 1969, and DI 
gives X its promissory note for $1,000,000 
payable on May 31, 1969. DI then transfers 
the equipment to AFN as a contribution to its 
capital. DI has not made any net transfer of 
capital to Schedule C during 1968, although 
payment of the principal of the note in 1969 
will result in a transfer of capital to AFN 
under § 312(a) (7). It should be pointed out, 
however, that if the purchase was made on or 
after June 10, 1968, the borrowing made by 
DI would not have qualified as a long-term 
foreign borrowing unless X made the agree­
ment specified in § 324(e) with respect to the 
$1,000,000 note.

Example (17). From January 1 to Novem­
ber 30, 1968, DI makes transfers of capital 
aggregating $130,000 to its AFNs in Schedule 
A. On December 1, 1968, DI borrows $100,000 
from a foreign bank for a 3-year term and 
allocates the $100,000 proceeds on its books 
and records to the transfers of capital which 
it previously made to its Schedule A AFNs. 
DI’s net transfer of capital during 1968 to 
Schedule A is $30,000. Note, however, that the 
$100,000 proceeds, if actually held by DI in 
the form of liquid foreign balances (as de­
fined in 5 203(a)), would be subject to the 
reduction provisions of 5 203(c). Note also 
that the allocation could not have been made 
if the borrowing had been made in 1969 
rather than December 1, 1968 as stated.

Example (18). A U.S. corporation (DI) has 
a subsidiary in Schedule A (AFN). On June 1,
1968, DI borrows $100,000 from a foreign 
bank, the debt being repayable on July 1,
1969. DI then lends the $100,000 to AFN, the 
latter debt being repayable on June 1, 1969. 
DI has no net transfer of capital to Schedule 
A during 1968. On June 1, 1969, AFN repays 
its debt to DI, so that DI then has $100,000
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long-term foreign borrowing proceeds avail­
able for making transfers of capital (see 
5 324(c)). On July 1, 1969, DI repays its debt 
to the foreign bank, such repayment not re­
sulting in a transfer of capital to AFN under 
5 312(a) (7) since the proceeds of the borrow­
ing are not then invested in or allocated to 
investments in any scheduled area. As a 
result, DI has no net transfer of capital to 
Schedule A during 1969 and has no long­
term .borrowing proceeds available after 
July 1, 1969.

Example (19). Same facts as in Example 
(8) except that the $500,000 contribution 
made by A to the working capital of the 
joint venture is made with the proceeds of a 
3-year loan obtained by A from a foreign 
bank. DI’s net transfer of capital during 1968 
to Schedule A is $3,000,000.

Note that, under § 312(d) (1), it is the 
gross amount of proceeds borrowed 
which is deducted in .calculating net 
transfers of capital. Thus, for example, 
in Example (19), if DI actually received 
only $4,500,000 from the foreign bank 
($500,000 being deducted in advance for 
interest and other lending charges) and 
invested the entire $4,500,000 plus $500,- 
000 of its own funds in the joint venture, 
a deduction of $5,000,000 would still be 
made under § 313(d)(1) in calculating 
DI’s net transfer of capital. In effect, 
therefore, DI is treated as having paid 
the interest and other charges to the 
foreign bank out of its own funds (such 
payment not involving a transfer of 
capital) and having invested $5,000,000 
of long-term foreign borrowing proceeds 
in the joint venture (see §B324(f), 
infra).

(f) Step acquisitions. In calculating a 
DI’s net transfer of capital to all AFNs 
in a scheduled area during any period 
(including the base period years of 1965 
and 1966), the DI should include all 
transfers of funds or other property as a 
result of which the DI became a DI in any 
AFN and all transfers of funds or other 
property to or on behalf of or for the 
benefit of such AFN made by or on be­
half of or for the benefit of such DI 
within 12 months (whether or not during 
the period for which the calculation is 
being made) prior to the date of the 
transfer by which it became a DI in such 
AFN, to the same extent-as if the DI 
had been a DI in such AFN during such 
12-month period.

The following examples are illustra­
tive:

Example (20). On November 1, 1968, a U.S. 
corporation (A ), which has no AFNs, acquires 
8%..of the voting stock of a French corpora­
tion (X) for $1,000,000 in cash from an un­
afflliated foreign national. On December 1, 
1968, A lends X $500,000. On March 1, 1969, 
A acquires an additional 2% of the voting 
stock of X from the same unaffiliated foreign 
national for $250,000 in cash. A’s net trans­
fer of capital during 1968 to Schedule C is 
zero. A’s net transfer of capital during 1969 
to Schedule C is $1,750,000.

Example (21). Same facts as in Example 
(20) except that the initial purchase of vot­
ing stock of X is made on February 1, 1968. 
A’s net transfer of - capital during 1969 to 
Schedule C is $750,000. There is no net trans­
fer of capital in 1968.

Example (22). On January 1, 1968, a U.S. 
corporation (A) which has no AFNs, enters 

.into a construction contract with an unaffil­
iated foreign national (B) whereby A is to 
construct a factory for B in a Schedule C

country. On March 1, a project office is 
opened and preliminary survey work on the 
project is commenced. On April 1, 1968 A 
sends equipment, machinery and supplies 
valued at $1,000,000 to the project site. At 
the time work on the project office is opened 
on March 1, A reasonably expects that such 
work will be completed by the end of Feb­
ruary, 1969 and thus the project is not an 
AFN o f  A because of the exemption provided 
in 5 304(d) (ii). At the end of 1968, the net 
assets employed in the project amount to 
$1,000,000, but there has been no net trans­
fer of capital to Schedule C during 1968 since 
the project is not an AFN. During 1969, A 
sends additional equipment, machinery and 
supplies valued at $1,000,000 to the project 
site and, at the end of 1969, the net assets 
employed in the project amount to $2,000,000. 
Work on the project is not in fact completed 
until March 1, 1970. Accordingly, since work 
on the project was not in fact completed 
within 12 months from the date it com­
menced, -the project is an AFN of A com­
mencing January 1, 1969, and, because of 
the provisions of 5 313(d)(2), A has made 
a positive net transfer of capital of $2,000,000 
to Schedule C during 1969.
§ B321 Calendar years and fiscal years.

(a) In general. The -term “year”, as 
used in the regulations, is defined in 
§ 321(a) to mean a calendar year except 
with respect to DIs who have secured 
permission under § 321(b) to measure 
compliance with the regulations on the 
basis of their normal fiscal year. Al­
though the Director may, in appropriate 
cases, permit a fiscal year DI to comply 
with the substantive provisions of ( ¿he 
regulations on the basis of the DI’s nor­
mal fiscal year (§ 321(b)) and fiscal year 
information may be used to complete the 
Base Period Report on Form FDI-101, 
all DIs (including all fiscal year. DIs) 
will nonetheless be required to submit 
cumulative quarterly reports on Form 
FDI-102 within 45 days following the 
close of each calendar quarter furnish­
ing data relevant for the calendar quar­
ter. In addition, all DIs must file Form 
FDI-102F by April 30 covering opera­
tions for the previous calendar year. All 
fiscal year DIs (whether or not receiving 
permission to measure compliance on a 
fiscal year basis) must also file an annual 
report covering operations for their fiscal 
year (beginning with fiscal years ending 
after Dec. 31, 1968). The annual fiscal 
report is due within 120 days from the 
end of the reporter’s fiscal year and is 
submitted on standard Form FDI-102P 
with the notation “ (fiscal) ” in the upper 
left hand comer of the front page.

(b) Fiscal year for compliance pur­
poses. To secure permission to have com­
pliance measured on a fiscal year basis, 
a DI must submit a written application 
to the Director identifying special cir­
cumstances which the DI feels justify 
granting the pertnission referred to in 
§ 321(b). The application must demon­
strate that the nature of the DI’s busi­
ness is such that an accurate reflection 
of total annual operations, as they affect 
the regulations, can only be made when 
measured on a fiscal year basis. The 
applicant must also demonstrate that, 
notwithstanding the granting of such 
permission, its operations when meas­
ured on a calendar year basis will also
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be in substantial compliance with the 
regulations.

The following examples are illustra­
tive: ■

Example (1). DI has a wholly-owned sub­
sidiary (X) in Germany. DI maintains its 
books on a calendar year basis whUe X  main­
tains its books on a January 31st fiscal year 
basis. DI is not eligible for relief under 
§ 321(b).

Example (2). DI and its wholly-owned for­
eign subsidiaries are engaged principally in 
the manufacture, packaging, and sale of an 
extensive line of food products. DI and its 
subsidiaries maintain their books on an 
April 30th fiscal year basis. Due to the nature 
of their business, DI and its foreign subsi­
diaries are subject to the vagaries of the 
commodities market. Shortages or an over- 
bundance of products, storms, droughts, un- 
seasonal frosts, etc., can have an unpredict­
able effect on earnings during any given 
period. All of DI’s commercial and financial 
planning is done on an April 30th fiscal year 
basis, and if DI were required to comply on 
a calendar year basis, some unforeseen and 
uncontrollable event could result in a serious 
error in any estimate of calendar year sta­
tistics. Since DI and its foreign subsidiaries 
can experience sharp seasonal fluctuations in 
earnings and because of the difficulty of esti­
mating earnings on a calendar year basis, 
DI is eligible for the benefits provided by 
§ 321(b) upon a showing that it will use its 
best efforts to comply with the regulations 
on a calendar year basis.
§ B322 Person within the United States.

(a) ■ In general. The term “person 
within the United States” is erucial to 
the concept of a “ direct investor” (as de­
fined in § 305). The regulations, as in­
dicated earlier, apply only to DIs and a 
person cannot be a DI unless he (or it) is 
a “person within the United States” as 
defined in § 322.26

(b) Residence. Paragraph (a) (1) of 
§ 322 provides that an individual who is 
a resident of the United States is a per­
son within the United States. This rule 
applies without regard to the citizenship 
of the individual.

The determination as to whether an 
individual is a “resident” o f the United 
States depends on the facts and circum­
stances of each particular case. In gen­
eral, an individual will be treated as a 
resident of the United States during any 
year if he has a permanent place of 
abode within' the United States or is 
physically in the United States for more 
than 183 days during the year. However, 
alien individuals who are present in the 
United States will not be considered resi­
dents of the United States if they have 
no intention to remain in the United
States permanently or for an indefiniti 
period. Thus, for example, an alien in­
dividual who is present in the Unitec 
States as a student, an entertainer or 
tour, an athlete competing in one oi 
more athletic contests, a patient under­
going treatment for illness or a traveler 
will not be treated as a resident of th< 
United States. Residency in the Unitec 
States will be treated as continuous al­
though the individual makes occasiona, 
trips out of the country during sue! 
residency.

* The term “United States” is defined in 
S 318 of the regulations.

(c) Center of economic interest. Para­
graph (a) (2) of § 322 provides that a citi­
zen of the United States who is residing 
abroad is nevertheless a person within 
the United States if the center of his 
economic interests is located within the 
United States. Whether a U.S. citizen’s 
center of economic interests is located 
within the United States depends on the 
particular facts and circumstances of 
each'case. Among the factors that will be 
considered are the length of time the in­
dividual has resided and intends to re­
side outside the United States, the rela­
tive values of the individual’s invest­
ments in the United States and in foreign 
countries, and the nature of the U.S. in­
vestments (i.e., whether passive portfolio 
investments or whether active participa­
tion in business is involved).

The following examples are illustra­
tive:

Example (I ) . A U.S. citizen (A) becomes a 
resident of a foreign country in February 
1968. A owns all of the stock of a U.S. cor­
poration (X ) . After A becomes a nonresident 
of the United States, he nevertheless con­
tinues actively to participate in X ’s business 
and makes frequent trips to the United 
States for this purpose. A’s only other invest­
ments are of a portfolio and short-term debt 
nature. A also maintains an apartment in the 
United States which he uses on his visits to 
the United States. A is a person within the 
United States.

Example (2). A U.S. citizen (A) owns a re­
tail merchandising business in the United 
States. Upon reaching the age of 65, A sells 
his business to an unrelated person within 
the United States and purchases an annuity 
from a U.S. insurance company. In January 
1968, A sells his home in the United States 
and he and his wife move to Iceland, A’s an­
cestral homeland, where he establishes a 
permanent residence. A’s grown children 
continue to live in the United States. A con­
tinues to maintain bank accounts in the 
United States into which periodic payments 
from the proceeds of his annuity are made. 
A also continues to own a small parcel of 
undeveloped real estate in the United States 
which he purchased many years ago for in­
vestment. A is not a person within the United 
States.

Example (3). A U.S. citizen (A ), resident in 
a foreign country for many years, owns 75% 
of the stock of N, a U.S. corporation, which 
owns 75% of O, another U.S. corporation, 
which in turn owns 75% of P, a third U.S. 
corporation. N corporation owns all the stock 
of six foreign corporations and has 12 branch 
operations in foreign countries, while O cor­
poration 'also owns all of the stock of 6 dif­
ferent foreign corporations and has 10 branch 
operations in foreign countries. N, O, and P 
all have substantial manufacturing or sell­
ing operations in the United States. The 
products of N, O and P corporations are sold 
both in the United States and in foreign 
countries. Total sales of N, O, and P corpora­
tions and their 12 foreign affiliated corpora­
tions and 22 foreign branches amount to sev­
eral million dollars annually. All major policy 
decisions of N, O, and P corporations and 
their affiliated foreign nationals are made 
by A, who maintains no fixed office abroad, 
and these decisions are executed by manage­
rial staff in the United States where the head 
offices of all three U.S. corporations are main­
tained. Decisions on particular matters 
within the policy guidelines laid down by 
A are made at the head offices.of the three 
U.S. corporations and are relayed to all 
domestic and foreign operations from such 
head offices, subject only to the periodic re­
view of A. A conducts no significant separate

foreign business activities aside from those 
conducted through his direction of the af­
fairs of N, O, and P corporations. A is a per­
son within the United States.

Example (4). A U.S. citizen (A) owns all 
the stock of R corporation, a U.S. corporation 
with extensive, worldwide foreign operations. 
In 1965, A establishes his permanent resi­
dence in Belgium, and establishes V corpora­
tion, a foreign corporation, in Belgium. In 
September of 1966, V corporation purchases 
all the stock of R corporation from A in ex­
change for additional stock in V corporation. 
In a series of corporate reorganizations 
carried out in 1966 and 1967, the foreign 
operations and forélgn corporations pre­
viously owned by R porporation become 
foreign operations and corporations con­
ducted and owned, respectively by V corpora­
tion. Direction of all such operations is 
carried on in Belgium; the head offices and 
senior managerial staff are moved to Belgium, 
and by December 1967, R corporation is a 
subsidiary of V corporation with no foreign 
holdings of its own. A is not a person within 
the United States in 1968.

Example (5). A U.S. citizen (A ), who has 
permanently resided in Italy since 1961, owns 
several parcels of undeveloped and commer­
cial real estate in the United States which 
have an aggregate fair market value of in 
excess of $10,000,000 in January 1968. The 
commercial real estate is managed for A by an 
independent real estate organization which 
remits profits to A periodically. A maintains 
certain bank accounts in the United States 
in connection with his real estate invest­
ments and his only other U.S. investments 
consist of marketable securities of large 
U.S. corporations. A makes one or two trips 
per year to the United States primarily to 
visit relatives. A has no significant invest­
ments in foreign countries. A is not a person 
withiirthe United States.

(d) Corporation or partnership. Para­
graph'(a) (3) of § 322 provides that a 
corporation or partnership organized un­
der the laws of the United States (ex­
cluding a branch of such a corporation 
or partnership if the branch is a separate 
foreign national under § 302) is a person 
within the United States.

(e) Trusts. Trusts (other than a trust 
which is deemed a corporation under 
§ 307(b)) which shall be deemed to be 
persons within the United States under 
§ 322(a) (4) shall include the following:

(1) An inter vivos trust governed by 
the laws of the United States to which 
any property is or has been contributed 
by a person who, at the time of making 
the contribution, is or was a person with­
in the United States if :

(i) Such contribution is or was made 
on or after January 1, 1968; or

(ii) The terms of the trust are such 
that the income therefrom is currently 
taxable to such person for U.S. Federal 
Income Tax purposes; or

(iii) A majority of the trustees thereof 
are or were, at any time after January 1, 
1968, persons within the United States 
and the Director shall not have been fur­
nished with evidence satisfactory to him 
that no person or persons within the 
United States have a substantial bene­
ficial interest in the trust.

C2) A testamentary trust governed by 
the laws of the United States and created 
by a person who, at the time of his 
death, was a person within the United 
States, if a majority of the trustees 
thereof are or were at anytime after
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January 1, 1968, persons within the 
United States and the Director shall not 
have been furnished with evidence satis­
factory to him that no person or per­
sons within the United States have a 
substantial beneficial interest in the 
trust.

(f) Estates. A decedent’s estate shall 
be deemed to be a person within the 
United States under 322(a) (5) if the de­
ceased was a person within the United 
States at the time of his death and

(1) A majority of the executors or 
administrators, as the case may be, are 
persons within the United States or sub­
stantial assets of the estate are being 
administered under the laws of the 
United States, and

(2) The Director shall not have been 
furnished with evidence satisfactory to 
him that no person or persons within the 
United States have a substantial bene­
ficial interest in the estate.

(g) Domestic bank. Section 322(a) (6) 
makes clear that a domestic bank (in­
cluding a domestic branch or office of a 
foreign bank), as defined in § 317(a), 
will be considered a person within the 
United States.

(h) Special cases. Under paragraph 
(b) of § 322, the Director retains the 
power to determine, in particular cases 
and based on the facts and circumstances 
in each case, that a person not described 
in paragraph (a) of § 322 or the opera­
tions (such as a branch) of a person not 
described in paragraph (a) of § 322 is 
nevertheless a person within the United 
States.

The following example is illustrative:
Example (6). Corporation Y, a foreign 

corporation, has no managerial office or op­
erations in the country of its incorporation. 
Ninety-five percent of its stock is held by 
persons within the Unitèd States and its 
shares are traded on a national securities 
exchange in the United States. The principal 
office of Y corporation is in the United States 
and all of its officers and directors are citi­
zens and residents of the United States. Y 
corporation owns more than 10 percent of 
the stock (in proportions ranging from 15 
percent to 100 percent) in more than 20 
foreign corporations. Under the facts of the 
example, the Director may determine that 
Y corporation is a person within the United 
States.
§ B323 In te rn a tio n a l f in a n ce  su b sid ia ry .

(a) In general. Section 323 of the reg­
ulations defines the term “ international 
finance subsidiary” of a DI as a corpora­
tion organized under the laws of the 
United States, all the stock of which 
(disregarding d i r e c t o r s ’ qualifying 
shares) is owned directly or indirect­
ly by the DI, and the principal business 
of which is to borrow funds from foreign 
nationals other than AFNs and to invest 
such funds in debt or equity securities 
of AFNs. The section further provides 
that a DI and all of its international 
finance subsidiaries are considered a 
single person for all purposes of the 
regulations. .

Accordingly, direct investment trans­
actions of, and foreign balances held by,
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an international finance subsidiary of a 
DI are attributed to the DI, while trans­
actions between the DI and the subsid­
iary are disregarded for purposes of the 
regulations. Similarly, long-term foreign 
borrowings obtained by the international 
finance subsidiary are considered as bor­
rowings by the DI itself, and only one 
certificate should be filed by the DI 
under §§ 1002(a)(6) and 1002(b) in re­
spect of each such borrowing. Thus, if 
the DI guarantees the due and punctual 
payment of the principal of, premium, if 
any, and interest on the debt obligations 
of the international finance subsidiary, 
and the due and punctual making of 
mandatory sinking fund payments, if 
any, the DI should file a Subpart J cer­
tificate as a borrower, not a guarantor, 
and any payments made by the DI under 
its guarantee (including the delivery of 
capital stock of the DI pursuant to the 
exercise of conversion privileges) will be 
treated as repayments by a borrower and 
not by a guarantor. Reports filed by the 
DI under § 602 should include all rele­
vant items attributable to the interna­
tional finance subsidiary.

(b) Off-shore finance subsidiary. Al­
though a corporation organized under 
the laws of a foreign country does not 
technically come within the definition of 
an international finance subsidiary, the 
Office will give consideration to requests 
for specific authorization - to permit, 
among other things, an “offshore finance 
subsidiary” of a DI to invest proceeds 
of foreign borrowings from unaffiliated 
foreign nationals in other AFNs of the 
DI without having such investments 
charged to the DI as transfers of capi­
tal under § 505. Such relief, if granted, 
may be subject to appropriate conditions. 
For purposes hereof, an “offshore fi­
nance subsidiary” means a corporation 
organized under the laws of a foreign 
country, all the stock of which (disre­
garding directors’ qualifying shares) is 
directly or indirectly owned by the DI 
and the principal business of which is to 
borrow funds from foreign nationals, 
other than AFNs of the DI, and to in­
vest such funds in debt or equity securi­
ties of the DI or AFNs of the DI.
§ B324 ' Long-term foreign borrowing.

(a) In general. Section 324 of the reg­
ulations contains a number of provisions 
dealing with long-term foreign borrow­
ings by a DI. It defines those borrowings 
which will qualify as long-term foreign 
borrowings and sets forth rules for deter­
mining the amount of proceeds of such 
borrowings which a DI may expend in 
or allocate to transfers of capital to its 
AFNs. In addition, the section describes 
the consequences of refinancings and 
conversions of long-term foreign bor­
rowings.

Qualification of a borrowing as a long­
term foreign borrowing has two signifi­
cant aspects. First, the proceeds of such 
a borrowing expended in or allocated to 
transfers of capital are deducted in cal­
culating net transfers of capital under 
§ 313(c). Thus, to the extent such pro­

ceeds are invested in or allocated to 
investments in AFNs, the investments 
will not result in positive net transfers 
of capital or positive direct investment 
and will not be charged against the DI’s 
“ allowables” under § 503 or 504. Sec­
ondly, repayment of such long-term 
foreign borrowings will be generally 
authorized by Subpart J of the regula­
tions, without regard to §§ 503 and 504 
“ allowables” actually available to the DI 
in the year of repayment, if the DI has 
filed an appropriate certificate under 
Subpart J on or prior to the date of the 
borrowing (see § 1002 (a) and (b )) and 
has otherwise complied with the pro­
visions of that subpart.

(b) Basic definition of long-term for­
eign borrowing. Under paragraph (a) of 
§ 324, a long-term foreign borrowing is 
defined as any borrowing by a DI (not 
by an AFN of the DI) from a foreign 
national26 (other than an AFN) with an 
original maturity of at least 12 months. 
It includes an extension of credit to the 
DI by such a foreign national in connec­
tion with the purchase of property (in­
cluding securities or services) by the DI 
from the foreign national. It should be 
noted, however, that a borrowing by a DI 
made on or after June 10, 1968, must 
meet certain additional tests before it 
will qualify as a long-term foreign bor­
rowing. These tests are discussed in 
§ B324(c), infra.

The term “borrowing,” as used in 
§ 324(a), refers not only to the typical 
loan of funds to or sale of debt obliga­
tions by the DI, but also to every trans-. 
action, however designated, the practical 
economic result of which is that the DI 
acquires an equity in property with pay­
ment by the DI for such acquisition 
being completely or partially deferred to 
a date or dates succeeding the date of 
acquisition.27 Thus, for example, an in­
stallment purchase of property (includ­
ing a long-term lease or charter of prop­
erty which is treated as essentially 
equivalent in substance to an installment 
purchase under accounting principles 
generally accepted in the United States), 
will be treated as a borrowing under 
§ 324(a). In the event any lease or 
charter by DI is treated as a long-term 
foreign borrowing under § 324, an appro­
priate portion of each required lease 
rental or charter hire payment should 
be allocated to interest and the re­
mainder to the repayment of principal.

The “original maturity” of a borrow­
ing refers to the date the first principal 
payment is required to be made (with­
out regard to provisions for acceleration 
upon default or provisions in convertible 
debt obligations which permit, eonver-

38 Sales oi debt obligations to underwriters 
or dealers in a public offering are disregarded 
in determining whether the debt obligations 
are sold to foreign nationals. Only the first 
public purchasers are considered.

37 This test is also applicable in determin­
ing whether ap AFN has made a borrowing 
for purposes of Subpart J of the regulations.
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sion within 12 months) .* A borrowing 
made prior to January 1, 1968, shall be 
considered as having an original matu­
rity of at least 12 months if no principal 
payments were (or are) in fact made 
within 12 months from the date of the 
borrowing. A borrowing made on or after 
January 1, 1968 will be treated as having 
an original maturity of at least 12 months 
if there are express provisions for re­
newal, extension or continuance for a 
total term of at least 12 months and the 
DI reasonably expects that no principal 
payment will be made within 12 months 
from the date of the borrowing. It should 
be noted, in this connection, that the 
renewal of a long-term foreign borrow­
ing or the refinancing of a long-term 
foreign borrowing with the proceeds of 
a subsequent long-term foreign bor­
rowing obtained from the same or an­
other lender does not constitute a re­
payment of the original borrowing or the 
making of a new borrowing (see § B324
(d), infra).

The date of a borrowing refers to the 
date the proceeds are received by the DI, 
or, if an installment purchase of prop­
erty is involved, the date of the purchase. 
However, if the borrowing involves the 
public issuance of securities, the date of 
the borrowing is the date the securities 
are issued, and if use of an overdraft 
facility is involved, the date of the bor­
rowing is the date the overdraft is used 
(see § 1002(e) of the regulations).

Thè following examples are illustra­
tive:

Example (1). On June 1, 1968, DI pur­
chases all of the voting stock of a French 
corporation from an unaffiliated foreign na­
tional. The purchase price is $1,000,000, $250,- 
000 of which is paid in cash at the closing, 
the balance being payable (together with 
interest) in three equal annual installments 
commencing 1 year from the date of closing. , 
DI has made a transfer of capital of $1,000,- 
000 and a long-term foreign borrowing of 
$750,000 on June 1,1968.

Example (2). On June 1,1968, DI purchases 
a parcel of commercial real estate in Belgium 
from an unaffiliated foreign national. The 
purchase price is $500,000, $200,000 of which 
is paid in cash at the closing, the balance be­
ing payable (together with interest) in five 
equal annual installments commencing 1 
year from the date of the closing. The bal­
ance of the purchase price is secured by a 
mortgage on the property. DI has made a 
transfer of capital of $500,000 and a long­
term foreign borrowing of $300,000 on'June 1, 
1968. Note that if the first installment was 
payable prior to 1 year of the closing, no 
long-term foreign borrowing would be in­
volved.

Example (3). On June 1, 1968, DI pur­
chases equipment and machinery from an 
unaffiliated foreign national and immediately

“ Thus, for example, if a June 1, 1968, 
borrowing of $500,000 from a foreign bank 
Is evidenced by two promissory notes of 
$250,000 each, payable on January 1, 1969, 
and June 1, 1969, respectively, no part of the 
borrowing constitutes a long-term foreign 
borrowing under § 324. In certain instances, 
however, where more than one instrument 
of indebtedness is involved, a factual ques­
tion will be presented as to whether more 
than one borrowing is involved. If two or 
more borrowings are involved, the fact that 
one is repayable within 12 months will not 
disqualify the others as long-term foreign 
borrowings.

leases the property to an AFN for a 3-year 
term. The purchase price is $100,000, all of 
which is payable (together with interest) 
1 year from the date of the purchase. DI 
has made a transfer of capital of $100,000 and 
a long-term foreign borrowing of $100,000 on 
June 1,1968.

Example (4). On July 1, 1967, DI borrows 
$1,000,000 from a foreign bank against DI’s 
6-month note. The note contains no pro­
visions for renewal or extension but is in 
fact renewed for an additional six month 
term and is repaid at the end of the renewal 
term. DI has made a long-term foreign bor­
rowing of $1,000,000.

Example (5). Same facts as in Example 
(4) except that the borrowing is made on 
July 1, 1968, and is repaid on July 1, 1969. 
The borrowing does not constitute a long­
term foreign borrowing since the borrowing 
was made on or after January 1, 1968 and 
there are no express provisions for renewal, 
extension or continuance.

Example (6). On March 1, 1968, DI enters 
into a 10-year equipment lease with an unaf­
filiated foreign national (X) and immediately 
leases the equipment to an AFN for a term 
of 5 years. The equipment lease with X  is 
appropriately treated as an installment pur­
chase by DI under accounting principles gen­
erally accepted in the United States. Assum­
ing no rental payments are to be made to X  
under the lease for at least 1 year from the 
commencement thereof, an appropriate por­
tion of t£e aggregate rentals should be 
treated as a long-term foreign borrowing by 
DI, the remainder being allocated to interest 
charges. The amount of the long-term foreign 
borrowing can be offset under § 313(d)(1) 
against the transfer of capital to the AFN.

Example (7). On March 1, 1968, an inter­
national finance subsidiary of a U.S. corpo­
ration (A) sells in a public offering in Europe 
$20,000,000 face amount of debentures at par. 
The debentures have a 12-year maturity, are 
convertible into common stock of A after 6 
months from the date of issue, and have no 
required sinking fund payments. A has made 
a long-term foreign borrowing of $20,000,000.

Example (8). On March 1, 1968, an inter­
national finance subsidiary of a U.S. corpo­
ration (A) sells in a public offering in Europe 
$20,000,000 face amount of debentures at par. 
The debentures have a 12-year term and have 
no required sinking fund payments. Each 
$1,000 debenture is sold with a warrant at­
tached to purchase five shares of common 
stock of A. The warrants are detachable 
after 6 months frpm the date of issuance and 
are exercisable after 12 months from such 
date. A has made a long-term foreign borrow­
ing of $20,000,000 less an amount of the 
$20,000,000 proceeds reasonably allocable to 
the value of the warrants.

Example (9). On March 1, 1968, a U.S. cor­
poration (A) sells in a public offering in 
Europe 500,000 shares of a new issue of pre­
ferred stock for $50 per share. A has not 
made a long-term foreign borrowing.

(c) Borrowing made on or after June 
10, 1968. Under § 324(e) of the regula­
tions, a borrowing made on or after 
June 10, 1968 will not qualify as a long­
term foreign borrowing unless one or 
more of the following tests are satisfied:

(1) The borrowing is made from a 
foreign bank; or

(2) The borrowing is made from or 
guaranteed by a foreign country or any 
agency thereof; or

(3) The borrowing has an original 
maturity of at least three years, and the 
acquisition (as of the date of the bor­
rowing) of the debt obligation result­
ing from the borrowing by a U.S. resident 
or national would result in such U.S. 
resident or national being subject to the

U.S. Interest Equalization Tax; or
(4) The lender agrees in writing that, 

for a period of 3 years from the date of 
the borrowing or until final maturity, 
whichever first occurs, it will not sell 
or otherwise transfer the debt obligation 
resulting from the borrowing to (i) a 
resident or national of the United States 
(other than a domestic bank as defined 
in § 317) or a Canadian person (as de­
fined in § 1101), or (ii) any person who 
the lender has reason to believe will sell 
or otherwise transfer the debt obligation 
to any such U.S. resident or national or 
Canadian person.

Thus, in each of the examples noted 
above, the borrowing, if made on or after 
June 10, 1968, would not qualify as a 
long-term foreign borrowing unless one 
of the above conditions was satisfied. In 
this connection, the following should be 
noted:

A foreign branch of a domestic bank is 
considered a foreign bank under § 317 
of the regulations.

An industrial or commercial enterprise 
of a foreign government operating essen­
tially in the private business sector shall 
not be considered as part of the govern­
ment of that country or as an agency 
thereof.

The requirement as to imposition of the 
U.S. Interest Equalization Tax does not 
require that the tax actually be im­
posed on a U.S. resident or national who 
acquires the debt obligation. It only re­
quires that the nature of the debt obliga­
tion be such that it would result in the 
imposition of the tax on an acquiring 
U.S. resident or national unless the ac­
quisitions were exempt or excluded from 
tax based on the identity of the acquir­
ing person or the manner of the ac­
quisition or on other circumstances not 
reasonably foreseeable when the obliga­
tion is issued. Thus, for example, if the 
issuing corporation is a less-developed 
country corporation, the acquisition of 
its debt obligations not being subject to 
the Interest Equalization Tax under 
§ 4916 of the Internal Revenue Code 
of 1954, the borrowing would not satisfy 
the conditions of § 324(e). On the other 
hand, acquisitions exempt or excluded 
from tax because of the provisions of 
§§ 4915 or 4918 of the Internal Revenue 
Code of 1954 do not affect the qualifica­
tion of a borrowing as a long-term for­
eign borrowing.

(d) Refinancing. Refinancing o f  a 
long-term foreign borrowing, in whole 
or in part, by virtue of the renewal, 
extension or continuance of the borrow­
ing or by virtue of a subsequent long­
term foreign borrowing obtained from 
the same or another lender is not deemed 
a repayment of the borrowing or the 
making of a new borrowing to the extent 
of the amount of the long-term foreign 
borrowing so refinanced (see § 324(b) 
(1 )). Thus, for example, if a DI renews 
a 1-year note for any additional period 
of time, the renewal is not considered a 
repayment of the original borrowing or 
making of a new borrowing. Similarly, if 
a DI has a “long-term foreign borrowing” 
of $100 and obtains a new foreign bor­
rowing of $500 from the original or 
another foreign lender which qualifies as
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a long-term foreign borrowing, $100 of 
which is used to repay the original bor­
rowing of $100, the $100 so used is not 
considered a “repayment” of the original 
borrowing and a new borrowing of only 
$400 will be deemed to have been made.

(e) Conversion of debt obligations into 
equity securities. The delivery of equity 
securities of a DI to holders of debt in­
struments issued by the DI (including its 
international finance subsidiary) in con­
nection with a “long-term foreign bor­
rowing” , pursuant to the èxercise of con­
version or similar rights, is deemed a re­
payment of the borrowing to the extent 
of the principal amount of the indebted­
ness surrendered by such holders in ex­
change for such equity securities. The 
conversion will result in repayment in the 
year the delivery of stock occurs. Note, 
however, that under §§ 1002(a)(3) and 
1003 of Subpart J, the charge against 
§§ 503 and 504 “allowables” resulting 
from the exercise of conversion rights in 
any year does not occur until the year 
following such exercise. Thus, for exam­
ple, if an international finance subsidi­
ary of a U.S. corporation issues $20,000,- 
000 face amount of debentures converti­
ble into stock of the parent and invests 
the proceeds in Schedule C AFNs of the 
parent, conversion of $1,000,000 face 
amount Into stock in 1969 (the stock be­
ing delivered in 1969) results in a $1,000,- 
000 repayment of the borrowing (i.e., a 
$1,000,000 transfer of capital to Schedule 
C) in 1969. However, assuming such re­
payment in 1969 is generally authorized 
by Subpart J, no reduction of the parent’s 
1969 worldwide § 503 allowable and § 504 
Schedule C allowable (if any) will be 
made in 1969; rather, the $1,000,000 re­
payment in 1969 will reduce such allow­
ables in 1970 and subsequent years until 
the total reduced equals $1,000,000.

(f) Calculation of proceeds of long­
term, foreign borrowing. “Proceeds of a 
long-term foreign borrowing” means (1) 
the gross amount or value (before de­
ducting any discounts, commissions or 
fees) of funds or other property received 
by the DI from the first purchaser or 
holder in exchange for the debt obliga­
tion issued or created in connection with 
the borrowing, plus (2) all amounts 
(other than amounts representing in­
come or profits earned (including capital 
gains) from investments or reinvest­
ments of such proceeds) received by the 
DI upon the repayment or other liquida­
tion of equity interests in or debt obliga­
tions of AFNs which were acquired with 
such proceeds (whether received directly 
from such AFNs or from other foreign 
nationals to which such equity interests 
or debt obligations are sold). The receipt 
of such amounts by the DI shall not be 
deemed a transfer of capital to the DI by 
AFNs of the DI under § 312(b). In calcu­
lating the amount of proceeds of a long­
term foreign borrowing which are avail­
able to a DI to be expended in or allo­
cated to transfers of capital to AFNs at 
any time, a DI should deduct the amount 
of such proceeds theretofore expended in 
or allocated to transfers of capital to 
AFNs (see § 324 (c) and (d) ). Moreover, 
to the extent that any repayments of a 
borrowing do not constitute transfers of

capital under § 312(a) (7) because the 
proceeds of the borrowing are not then 
invested in or allocated to investments in 
any scheduled area, such repayments 
should also be deducted in calculating 
the amount of available proceeds.

The following examples are illustra­
tive:

Example (10). Same facts as in example 
(7), except that the debentures are sold to 
the public at an aggregate discount of 
$500,000 and that, in connection with the 
borrowing, the international finance subsid­
iary pays $500,000 in underwriting fees and 
thus actually receives only $19,000,000 net as 
a result of the borrowing. The proceeds of 
the borrowing are nevertheless $20,000,000.

Example (11). DI purchases equipment 
from an unafliliated foreign national which it 
contributes to the capital of an AFN. The 
purchase price for the equipment is $500,000, 
$100,000 of which is paid at the time of the 
purchase, the remainder being due (together 
with interest thereon) 1 year later. In con­
nection with the purchase, DI incurs expenses 
of $5,000. The proceeds of the borrowing axe 
$400,000.

Example (12). On June 1, 1968, DI borrows 
$2,000,000 from a foreign bank repayable on 
May 31, 1971. $500,000 is immediately loaned 
by DI to an AFN in Schedule C (X) repayable 
on May 31, 1969, $500,000 is used to purchase 
stock of X, and the balance is at the same 
time allocated by DI on its books and records 
to equipment and machinery worth $1,000,000 
which DI contributed to the capital of X  in 
February, 1968. As of June 2, 1968, DI has no 
long-term foreign proceeds available to be 
expended in or allocated to transfers of 
capital.

Example (13). Same facts as in Example
(12) . On May 31, 1969, X  repays the $500,000 
loan obtained from DI. As of June 1, 1969, 
DI has $500,000 in long-term foreign borrow­
ing proceeds. The $500,000 repayment consti­
tutes a return of long-term foreign borrow­
ing proceeds to DI rather than a transfer of 
capital to DI under § 312 (b ).

Example (14). Same facts as in Example
(13) . On July 31, 1969, DI sells the stock of 
X  which it purchased for $500,000 to an un­
affiliated foreign national for $750,000 in cash. 
As of August 1, 1969, DI has $1,000,000 in 
long-term foreign borrowing proceeds (i.e., 
$500,000 in Example (13) plus $500,000 re­
ceived upon sale of stock representing a 
return of long-term foreign borrowing pro­
ceeds to DI; the $250,000 profit on the sale is 
treated as a transfer of capital to DI rather 
than a return of long-term foreign borrowing 
proceeds).

Example (15). Same facts as in Example
(14) . On May 31, 1970, DI purchases addi­
tional stock of X  for $200,000 and also allo­
cates $200,000 of proceeds on its books and 
records to transfers of capital made by DI 
to other AFNs in Schedule A in March 1970. 
As of June 1,-1970, DI has $600,000 in long­
term foreign borrowing proceeds ($1,000,000 
from Example (14) minus $400,000).

Example (16). Same facts as in Example
(15) . On May 31, 1971, DI repays the $2,000,- 
000 bank borrowing. Under § 312(a) (7), DI 
has made a $1,200,000 transfer of capital to 
Schedule C and a $200,000 transfer of capi­
tal to Schedule A, and after1 repayment has 
no long-term foreign borrowing proceeds 
available for investment.

Example (17). On April 1, 1968, DI borrows 
$1,000,000 from a foreign bank and deposits 
the proceeds in a domestic bank. The loan is 
repayable on March 31, 1970. DI does not in­
vest the proceeds in any AFNs. On March 31, 
1970, DI repays the bank borrowing in full. 
DI has not made a transfer of capital and 
after repayment has no proceeds of long­

term foreign borrowings available for invest­
ment in AFNs.

Example (18). Same facts as in Example 
(17) except that DI immediately lends the 
$1,000,000 proceeds to an AFN which repays 
the loan on March 1, 1970. On March 31,1970, 
DI repays the bank borrowing in full. The 
result is the same as in Example (17).

(g) Miscellaneous. Long-term foreign 
borrowing proceeds which are held in the 
form of liquid foreign balances (see § 203 
(a) (2)) pending investment in AFNs 
will constitute direct investment liquid 
foreign balances (see § 203(a) (3)) and 
will therefore be subject to the pro­
visions of § 203(d). If, while such pro­
ceeds are so held in the form of liquid 
foreign balances, the DI allocates them 
on its books and records to transfers of 
capital, the proceeds lose their charac­
ter as direct investment liquid foreign 
balances subject to § 203(d) but at the 
same time they become liquid foreign 
balances subject to the reduction pro­
visions of § 203(c).

For purposes of § 324, it is immaterial 
what use is actually made of the proceeds 
of long-term foreign borrowings. They 
may be invested in tangible assets, port­
folio securities, bank deposits or in any 
other manner (within or without the 
United States) without affecting their 
character as long-term foreign borrow­
ing proceeds. What is significant under 
the regulations is the allocation of these 
proceeds on the books and records of the 
DI to transfers of capital which the DI 
makes to its AFNs. The only restrictions 
on investments of long-term foreign bor­
rowing proceeds are contained in § 203 
relating to the maintenance of direct in­
vestment liquid foreign balances.
§ B503 Positive direct investment not 

exceeding $200,000.
(a) In general. A DI is generally au­

thorized under § 503(a) to make positive 
direct investment of not more than 
$200,000 in any year. The investment can 
be made in one or more scheduled areas, 
provided that the amount invested in 
any scheduled area does not exceed 
$200,000 and that the amounts invested 
in all scheduled areas, when added to­
gether, do not exceed $200,000. If either 
of these limitations is exceeded during a 
year, § 503(a) will not authorize any 
positive direct investment by the DI for 
that year.

The following examples are illustra­
tive:

Example (1). During 1968, a U.S. corpora­
tion (DI) makes a positive net transfer of 
capital of $170,000 to Schedule B (calculated 
in accordance with § 313(c) ) and DI’s share 
in the total reinvested earnings of all incor­
porated AFNs in Schedule B is $35,000 (cal- 
culated in accordance with § 306 (b) and 
(c ) ) .  Section 503(a) is inapplicable in this 
situation since the positive direct investment 
in Schedule B ($205,000) exceeds $200,000. 
The result would be the same even if DI has 
negative direct investment of $5,000 or more 
in any other scheduled area during 1968.

Example (2). During 1968, a U.S. partner­
ship (DI) has positive direct investment of 
$150,000 in Schedule A and positive direct 
investment of $60,000 in Schedule B (cal­
culated in accordance with § 306(a)). sec» 
tion 503(a) is inapplicable in this situation 
since the positive direct investments
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Schedules A and B, when added together 
($210,000), exceed $200,000. The result would 
be the same even if DI has negative direct 
investment of $10,000 or more in Schedule C 
during 1968. Note, however, that if DI had 
negative, direct investment of $210,000 or 
more in Schedule C, the investments in 
Schedules A and B might be authorized by 
the “downstream carryover” provision of 
§ 504(c).

Example (3). During 1968, a U.S. citizen 
and resident (DI) makes positive direct in­
vestment of $300,000 in Schedule (C) (cal­
culated in accordance with § 503(c)) and 
negative direct investment of $150,000 in 
each of Schedules A and B (calculated in 
accordance with § 306 (a )). Section 503(a) 
Is inapplicable in this situation since the 
positive direct investment in Schedule C 
($300,000) exceeds $200,000 and the negative 
direct investments in Schedules A and B 
do not offset the positive direct investment 
in Schedule C.

It should be noted that, in calculating 
the amount of direct investment in 
Schedule B during any year, direct in­
vestment in Canadian AFNs should be 
disregarded (see § 1103 of the regula­
tions). Thus, if in Example (2), all of 
the positive direct investment stated to 
have been made in Schedule B had ac­
tually been made in Canada, the posi­
tive direct investment in Schedule B 
would be zero and the positive direct in­
vestment of $150,000 in Schedule A would 
be authorized by § 503 (a) -,

(b) Calculation of direct investment in 
Schedule C. For § 503 purposes only, the 
calculation of direct investment in 
Schedule C for any year should be made 
by excluding a negative net transfer of 
capital to Schedule C and negative rein­
vested earnings in Schedule C (§ 503(c) ). 
The following examples are illustrative:

Example (4). During 1968, the wholly- 
owned incorporated AFNs of a U.S. corpora­
tion (DI) in Schedule C have a total (net) 
loss of $350,000 (calculated in accordance 
with § 306(c)), but nevertheless pay divi­
dends of $100,000 to DI. During the same 
year, DI makes a positive net transfer of 
capital of $225,000 to Schedule C (calculated 
in accordance with § 313(c) ). Although DI’s 
direct investment in Schedule C calculated 
under § 306(a) would be $225,000 (negative) 
(i.e., $225,000 positive net transfer of capital 
plus $450,000 negative reinvestment earn­
ings) , DI’s direct investment in Schedule C is, 
for § 503 purposes, $225,000 (positive), the 
$450,000 negative reinvested earnings (i.e., 
the $350,000 loss plus the $100,000 in divi­
dends) being disregarded: such positive 
direct investment is not authorized by 
§ 503(a).

Example (5). During 1968, a U.S. corpora­
tion (DI) reinvests $300,000 of the 1968 eam- 
iugs of its incorporated AFNs in Schedule 
C. During the same year, DI makes a negative 
net transfer of capital of $150,000 to Sched­
ule C (calculated in accordance with § 313 
(c)). Although DI’s direct investment in 
Schedule C calculated under § 306(a) would 
be $150,000 (positive) (i.e., $300,000 rein- 
yested earnings plus $150,000 negative net 
transfer of capital), DI’s direct investment 
in Schedule C is, for § 503 purposes, $300,000, 
the $150,000 negative net transfer of capital 
eing disregarded; such positive direct in­

vestment is not authorized by § 503(a).
Example (6). During 1968, a U.S. corpora- 

f i  makes positive direct investment 
oi $130,000 in Schedule A and $70,000 in 
s^n«/Ule B (calculated in accordance with 

)• During the same year, DI rein- 
ests $40,000 of the 1968 earnings of its in­

corporated Schedule C AFNs and makes a 
negative net transfer of capital of $80,000 
to Schedule C. DI’s direct investment in 
Schedule C, calculated under § 503(c), is 
therefore $40,000 (positive), the negative net 
transfer of capital of $80,000 being disre­
garded. Accordingly, § 503(a) is inapplicable 
in this situation, since the positive direct 
investments in Schedules A, B, and C, when 
added together ($240,000), exceed $200,000.

(c) Miscellaneous. Note that the 
amount of positive direct investment au­
thorized by § 503 to members of an as­
sociated group and persons making an 
election under § 906(b) (1) is limited by 
§§ 905(b) (2) and 906(b) (3).
§ B504 Authorized positive direct in­

vestment in scheduled areas.
(a) In general. Section 504 contains 

the basic authorizations provisions of the 
regulations. The section authorizes a DI 
to make annual positive direct invest­
ment in Schedule A in an amount equal 
to 110% of the average of annual direct 
investment in Schedule A during 1965 
and 1966 (calculated as provided in § 306 
(a )), while the amount of annual posi­
tive direct investment authorized in 
Schedule B is limited to 65% of the 
1965-1966 direct investment average.29 
Although § 504 does not authorize any 
positive direct investment in Schedule C 
based on a DI’s 1965-1966 direct invest­
ment experience, it does authorize a DI 
to reinvest a portion of its share of the 
total earnings of its incorporated Sched­
ule C AFNs during any year up to an 
amount equal to the lesser of (i) 35% 
of the average of the DI’s annual positive 
direct investment (if any) in Schedule 
C during 1965 and 1966 (calculated as 
provided in § 306(a)), or (ii) a percent­
age of such share equal to the percentage 
of the DI’s share of the total earnings of 
its incorporated Schedule C AFNs during 
1964 through 1966, inclusive, as was re­
invested during those years.

Section 504 also contains provisions 
permitting the “carry-forward” of un­
used annual § 504 authorizations to later 
years and the “downstream carry-over” 
of unused annual § 504 authorizations 
from Schedule C to Schedules A and B, 
and from Schedule B to Schedule A.

(b) Calculation of § 504 historical 
positive direct investment allowables in 
Schedules A and B. The following ex­
amples illustrate the method of calculat­
ing Schedule A and Schedule B historical 
investment allowables under paragraphs 
(a) (1) (i) and (a) (2) (i), respectively, of 
§ 504.

Example (1). During 1965 and 1966, a U.S. 
corporation (DI) made positive direct in­
vestment of $300,000 and $700,000, respec­
tively, in Schedule A. The average of direct 
investment in Schedule A during 1965 and 
1966 is therefore $500,000 ($300,000 plus 
$700,000 divided by 2), and the annual

“ Note that, under §§1103 and 1104, direct 
investment in Canada during the base years 
of 1965 and 1966 and during 1968 and suc­
ceeding years is not included in the direct 
investment calculations for Schedule B. Ac­
cordingly, if investment in Schedule B is 
referred to in any examples under this § B504, 
it should be assumed that none of such in­
vestment was made in Canada.

amount of positive direct investment author­
ized to DI under § 504(a) (1) (i) is $550,000 
(110% of $500,000). If Schedule B rather 
than Schedule A were involved, the annual 
amount of positive direct investment author­
ized to DI under § 504(a) (2) (i) would be 
$325,000 (65% of $500,000).

Example (2). A U.S. corporation (DI) made 
zero direct investment in Schedule A during 
1965 but made positive direct investment of 
$300,000 in Schedule A during 1966. DI’s av­
erage of- direct investment in Schedule A 
during 1965 and 1966 is therefore $150,000 
(zero plus $300,000 divided by 2), and the 
annual amount of positive direct investment 
authorized to DI under § 504(a) (1) (i) is 
$165,000 (110% of $150,000). If Schedule B 
rather than Schedule A were involved, the 
annual amount of positive direct investment 
authorized to DI under .§ 504(a) (2) (i) would 
be $97,500 (65 % of $150,000).

Example (3). A U.S. corporation (DI) made 
negative direct investment of $200,000 in 
Schedule A during 1965 but made positive 
direct investment of $800,000 in Schedule A 
during 1966. The average of direct investment 
in Schedule A during 1965 and 1966 is there­
fore $300,000 ($200,000 (negative) plus $800,- 
000 divided by 2), and the annual amount of 
positive direct investment authorized to DI 
under § 504(a) (1) (i) is $330,000 (110% of 
$300,000). If Schedule B rather than Schedule 
A were involved, the annual amount of posi­
tive direct investment authorized to DI under 
§ 504(a) (2) (i) would be $195,000 (65% of 
$300,000).

Example (4). A U.S. resident (DI) made 
no direct investment (either positive or nega­
tive) in Schedule A during 1965 and 1966. 
The average of direct investment in Sched­
ule A during 1965 and 1966 is therefore zero, 
and DI is not authorized to make any posi­
tive direct investment in Schedule A under 
§ 504(b) (1) ( i ) . The result would be the same 
in every other case where the average of di­
rect investment during 1965 and 1966 is zero 
or a negative amount. The average would be 
zero if positive direct investment during one 
of the base years was offset by an equal 
amount of negative direct investment during 
the other base year. The average would be a 
negative amount if there was negative direct 
investment during both of the base years, if 
there was negative direct investment during 
one of the base years and zero direct invest­
ment during the other base year, or if there 
was negative direct investment during one 
of the base years and a lesser amount of posi­
tive direct investment during the other base 
year.

(c) Calculation of § 504 historical re­
invested earnings allowable in Schedule
C. Under § 504(a) (3) (i) of the regula­
tions, a DI is generally authorized to re­
invest a portion of its share of the annual 
total earnings of its incorporated Sched­
ule C AFNs. The amount Qf the DI’s share 
of such annual total earnings which can 
be reinvested cannot exceed the lesser of
(i) 35% of the average of annual posi­
tive direct investment (if any) made by 
the DI in its Schedule C AFNs (both in­
corporated and unincorporated) during 
1965 and 1966 (determined in accordance 
with § 306(a)), or (ii) a percentage of the 
DI’s share of such annual total earnings 
equal to the percentage of the DI’s share 
of the aggregate total earnings of its in­
corporated Schedule C AFNs during 1964, 
1965, and 1966 as was reinvested during 
such years. The latter percentage is re­
ferred to as the DI’s “reinvestment ratio” 
and is calculated by dividing (a) a sum 
equal to the DI’s share in the aggregate 
reinvested earnings of its incorporated
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Schedule C AFNs during 1964, 1965 and 
1966 (determined in accordance with 
§ 306(b)), by (b) a sum equal to the DI’s 
share in the aggregate total earnings 
of its incorporated Schedule C AFNs din­
ing 1964, 1965, and 1966 (determined in 
accordance with § 306(c)).

The reinvestment ratio will be zero if 
either the numerator or the denomina­
tor of this fraction is zero or a negative 
amount. If the numerator equals or 
exceeds the denominator, the reinvest­
ment ratio is 100 percent. A DI will not 
be entitled to reinvest any earnings of 
its incorporated AFNs under § 504(c)
(3) (i) if the reinvestment ratio is zero 
or if the average of direct investment 
made by the DI in Schedule C dining 
1965 and 1966 is zero or a negative 
amount.

The following examples are illustra­
tive:

Example (5). During 1964 through 1966, a 
U.S. corporation (DI) had three wholly- 
owned subsidiaries in Schedule C (AFNs). 
The average of annual direct investment by 
DI in Schedule C during 1965 and 1966 is 
$1,000,000 (positive). In 1964, AFNs had 
total earnings of $500,000, received $200,000 
as dividends and profit distributions from 
their subsidiaries and branches in other 
scheduled areas *°, and paid $200,000 in divi­
dends;»1 in 1965, AFNs had total earnings of 
$600,000, received $100,000 as dividends and 
profit distributions from their subsidiaries 
and branches in other scheduled areas,30 and 
paid $400,000 in dividends;31 and in 1966, 
AFNs had total earnings of $300,000, received 
$300,000 as dividends and profit distributions 
from their subsidiaries and branches in 
other scheduled areas,80 and paid $200,000 
in dividends.81 Total earnings reinvested dur­
ing 1964 through 1966 is therefore $1,200,000 
and the reinvestment ratio is 86% (i.e., 
$1,200,000 reinvested earnings divided by 
$1,400,000 total earnings). In 1968, DI’s share 
of the total earnings of all AFNs is $500,000. 
The amount of such earnings which DI may 
reinvest under § 504(a) (3) (i) is $350,000 cal­
culated as follows:
Subdivision (a ) : 35% of 1965-1966 average

annual direct investment=$350,000. 
Subdivision ( b ) : $500,000 x reinvestment

ratio of 86% =$430,000.
Example (6). Same facts as in Example 

(5) except that, during 1964, AFNs had a 
total (net) loss of $800,000, received no divi­
dends and profit distributions from their 
subsidiaries and branches, and paid no divi­
dends. Total earnings reinvested during 1964 
through 1966 is therefore $100,000 (negative) 
and the reinvestment ratio is zero (i.e., $100,- 
000 (negative) reinvested earnings is divided 
by $100,000 total earnings). The amount of 
1968 earnings which DI may reinvest under 
§ 504(a) (3) (i) is zero, calculated as follows:
Subdivision (a) : 35% of 1965-1966 average

annual direct investment—$350,000. 
Subdivision (b ) : $500,000 x reinvestment

ratio of 0=$0.
Example (7). Same facts as in Example 

(5) except that the average of annual direct 
investment during 1965 and 1966 is $2,000,- 
000. The amount of 1968 earnings which DI 
may reinvest under § 504(a) (3) (i) is $430,- 
000 calculated as follows:
Subdivision (a ) : 35% of 1965-1966 average

annual direct investment—$700,000.

30 Net of foreign withholding taxes.
81 Before deducting foreign withholding 

taxes.
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Subdivision ( b ) : $500,000 x reinvestment 
ratio of 86% =$430,000.
Example (8). Same facts as in Example 

(5) except that the average of annual direct 
investment during 1965 and 1966 is $200,000 
(negative). The amount of 1968 earnings 
which DI may reinvest under § 504(a) (3) (i) 
is zero, calculated as follows:
Subdivision (a ) : 35% of 1965-1966 average 

annual direct investment=$70,000 (nega­
tive) .

Subdivision (b ) : $500,000 x reinvestment 
ratio of 86% =$430,000.
Example (9). During 1964 through 1966, a 

U.S. corporation (DI) had two incorporated 
AFNs in Schedule C (AFNs). The average of 
annual direct investment by DI in Schedule 
C during 1965 and 1966 is $800,000. From 
1964 through 1966, AFNs had total earnings 
of $1,000,000 received $500,000 in dividends 
and profit distributions from their subsidi­
aries and branches in other scheduled areas,32 
and paid no dividends. Total earnings re­
invested during 1964 through 1966 is there­
fore $1,500,000 and the reinvestment ratio is 
100% (i.e., $1,500,000 reinvested earnings di­
vided by $1,000,000 total earnings).33 During 
1968, AFNs have total earnings of $250,000. 
The amount of such earnings which DI may 
reinvest under § 504(a) (3) (i) is $250,000 (i.e., 
the entire amount), calculated as follows:
Subdivision (a ) : 35% of 1965-1966 average 

annual direct investment=$280,000. 
Subdivision (b ) : $250,000 X  reinvestment 

ratio of 100% =$250,000.
(d) Calculation of “carry-forwards” 

in Schedule A. Under § 504(b) (1), a DI 
which does not use all of its § 504(a) (1) 
positive direct investment allowable in 
Schedule A during any year (i.e., the his­
torical investment allowable plus the 
amount carried forward from the prior 
year under § 504(b) (1) and § 504(a) (1) 
(ii)) may make positive direct invest­
ment in Schedule A in succeeding years 
up to the amount of the unused portion 
of its allowable. In addition, if a DI has 
negative direct investment in Schedule 
A during any year, it may make positive 
direct investment in Schedule A in suc­
ceeding years up to the amount of such 
negative direct investment.

The following examples are illustra­
tive:

Example (10). A U.S. corporation (DI) is 
authorized to make positive direct invest­
ment of $550,000 in Schedule A under § 504 
(a ) ( l ) ( i ) .  During 1968, DI makes positive 
direct investment of $200,000 in Schedule A. 
In 1969, DI is authorized to make positive 
direct investment of $900,000 in Schedule A 
(i.e., $550,000 under § 504(a) (1) (i) plus 
$350,000 under § 504(a) (1) ( i i ) ).

Example (11). Same facts as in Example
(10) , except that, during 1968, DI has nega­
tive direct investment of $300,000 in Sched­
ule A. In 1969, DI is authorized to make posi­
tive direct investment of $1,400,000 in Sched­
ule A (i.e., $550,000 under § 504(a) (1) (i) 
plus $850,000 under § 504(a) (1) ( i i ) ).

Example (12). Same facts as in Example
(11) . During 1969, DI makes positive direct 
investment of $300,000 in Schedule A. In 
1970, DI is authorized to make positive direct 
investment of $1,650,000 in Schedule A (i.e., 
$550,000 under § 504(a) (1) (i) plus $1,100,000 
Under § 504(a) (1) ( i i ) ).

Example (13). Same facts as in Example 
(11). During 1969, DI made positive direct

32 Net of foreign withholding taxes.
83 The reinvestment ratio can never exceed

100%.

investment of $700,000 in Schedule A. In 
1970, DI is authorized to make positive 
direct investment of $1,250,000*in Schedule A 
(i.e., $550,000 under § 504(a) (1) (i) plus
$700,000 under § 504(a) (1) (ii) ).

(e) Calculation of “carry-forwards” 
in Schedule B and “downstream carry­
overs”  from Schedule B to Schedule A. 
Under § 504(b) (2), a DI which does not 
use all of its § 504(a) (2) Schedule B 
positive direct investment allowable in 
Schedule B during any year (i.e., the 
historical investment allowable plus the 
amount carried forward from the prior 
year under § 504(b) (2) ) may make addi­
tional positive direct investment in 
Schedule A during that year or in Sched­
ules A and B in succeeding years; in 
addition, if a DI has negative direct in­
vestment in Schedule B during any year, 
it may make additional positive direct 
investment in Schedule A during that 
year or in Schedules A and B in suc­
ceeding years up to the amount of such 
negative direct investment (see § 504(b) 
(2) of the regulations). Of course, addi­
tional amounts invested in Schedules A 
and B cannot in the aggregate exceed the 
aggregate of such unused allowable plus 
the negative clirect investment. The 
amount of the additional positive direct 
investment authorized by § 504(b)(2) is 
calculated in the same manner as under 
§ 504(b)(1).

The following examples are illustra­
tive:.

Example (14). A U.S. corporation (DI) has 
an historical positive direct investment al­
lowable of $500,000 in Schedule B. During 
1968, DI plans to make positive direct invest­
ment of only $300,000 in Schedule B. As a 
result, DI may make positive direct invest­
ment of up to $200,000 in Schedule A during 
1968 (in addition to the amount of positive 
direct investment in Schedule A authorized 
by § 504(a) (1) ). If DI did not plan to make 
any positive direct investment in Schedule 
B during 1968, it could make additional 
positive direct investment of $500,000 in 
Schedule A during that year. That portion of 
the $500,000 Schedule B allowable not used in 
either Schedule B or Schedule A during 1968 
may be used in Schedule B or Schedule A in 
succeeding years.

Example (15). A U.S. corporation (DI) has 
no historical investment allowable in either 
Schedule A or Schedule B. During 1968, DI’s 
wholly-owned subsidiary in . Schedule B 
makes a $300,000 5-year loan to another 
wholly-owned subsidiary of DI in Schedule 
A, the transaction being treated under § 505 
of the regulations as a transfer of capital 
from the Schedule B subsidiary to DI and 
a transfer of capital from DI to the Schedule 
A subsidiary. There are no other transfers 
of capital by or to DI during 1968, nor do 
any of DI’s AFNs have" earnings (or losses) 
during 1968. As a result of the negative direct 
investment in Schedule B during 1968 
resulting from the loan, the positive direct 
investment of $300,000 in Schedule A  during 
1968 resulting from the loan is authorized 
by § 504(b)(2).

Example (16). During 1970, a U.S. corpo­
ration (DI) which has a § 504(a) (2) allowable 
of $1,250,000 in Schedule B but no § 504(a) 
(1) allowable in Schedule A, makes positive 
direct investment of $500,000 in Schedule B 
and $750,000 in Schedule A. The positive 
direct investment of $500,000 in Schedule B 
is authorized by § 504(a) (2) and the positive 
direct investment of $750,000 in Schedule A 
is authorized by § 504(b) (2).
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(f) Calculation of “ excess-dividend”
| allowable in Schedule C. Under § 504(c) 
(1) of the regulations, a DI whose incor­
porated Schedule C AFNs in 1968 or any 
subsequent year pay more dividends than 
they are required to pay (by reason of 
the Schedule C limitation on reinvested 

¡earnings) is authorized to make addi­
tional positive direct investment in 

| Schedules A and B and a positive net 
transfer of capital to Schedule C during 
that year up to the amount of the excess 
dividends paid. To the extent additional 
positive direct investment in Schedules 
A or B or a positive net transfer of capi­
tal to Schedule C is not made during 
such year, the DI may reinvest additional 
earnings of its incorporated Schedule C 
[AFNs in succeeding years. Of course, the 
additional amounts invested in all sched­
ules cannot in the aggregate exceed the 
I amount of excess dividends paid.
; The following examples illustrate the 
provisions of § 504(c) (1) :

Example (17). During 1968, the Incorpo­
rated Schedule C APNs of a U.S. corporation 
I (DI) have no earnings or loss hut neverthe­
less pay dividends of $100,000 to DI. During 
the same year, DI makes positive direct in­
vestment of $50,000 in Schedule A, although 
it has no allowable in Schedule A under 
§ 504(a) (1). Since the Schedule C AFNs paid 

[“excess dividends” of $100,000, the positive 
I direct investment of $50,000 in Schedule A 
is authorized by § 504(c) (1). Moreover, dur­
ing 1969, DI will be authorized under § 504 
(a)(3)(h) to reinvest $50,000 of the 1969 
earnings of its incorporated Schedule C 
I AFNs.

Example (18). A U.S. corporation (DI) has 
a wholly-owned subsidiary in each of Sched­
ules A, B, and C. DI is not authorized under 
5 504 (a) (1) or (a) (2) to make any positive 
direct investment in Schedules A or B. Dur­
ing 1968, the Schedule C AFN has total earn­
ings of $800,000, of which DI is authorized to 
reinvest $700,000 under § 504(a) (3) (i). Dur­
ing 1968, the Schedule C AFN pays dividends 
of $600,000 although it was only required to 
pay dividends of $100,000 to bring DI within 
the $700,000 reinvested earnings limitation. 
Also in 1968, DI makes positive direct invest­
ment of $100,000 in each of Schedules A and 
B, and a positive net transfer of capital of 
$200,000 to Schedule C. Since the Schedule C 
AFN paid “excess dividends” of $500,000, the 
positive direct investments in Schedules A 
and B and the positive net transfer of capital 
to Schedule C, aggregating $400,000, are au­
thorized by § 504(c)(1). Moreover, during 
1969, DI will be authorized under § 504(a) 
(3) (ii) to reinvest an additional $100,000 of 
the 1969 earnings of its Schedule C AFN.

Example (19). Same facts as in Example 
;(18). During 1969, the Schedule C AFN has 
total earnings of $1,000,000 (of which DI is 
authorized to reinvest $700,000 under 
5504(a) (3) (i) plus $100,000 Under § 504(a) 
(3)(ii)), and the Schedule C AFN pays 
dividends of $400,000 to DI. Also during 1969, 
DI makes positive direct investment of 
$25,000 in Schedule A and a positive net 
transfer of capital of $50,000 to Schedule C. 
|Since the Schedule C AFN paid “excess 
dividends” of $200,000, the positive direct 
investment in Schedule A and the positive 
net transfer of capital to Schedule C, aggre­
gating $75,000, are authorized by § 504(c) (1). 
Moreover, during 1970, DI will be authorized, 
I nder § 504(a) (3) ( ii) , to reinvest an addi- 

onai $125,000 of the 1970 earnings of its 
Schedule C AFN.

(i) Calculation of “negative net 
ransfer of capital” allowable in Sched­

ule C. Under § 504(c) (2) of the regula­
tions, a DI which makes a negative net 
transfer of capital to Schedule C during 
1968 or any subsequent year (calculated 
in accordance with § 313(c)), is author­
ized to make additional positive direct 
investment in Schedules A and B dining 
that year; to the extent such additional 
!positive direct investment is not made, 
the DI may make additional positive 
direct investment in Schedules A and B 
and positive net transfers of capital to 
Schedule C during succeeding years. Of 
course, the additional amounts invested 
in all schedules cannot in the aggregate 
exceed the amount of the negative net 
transfer of capital. It is important to 
note, however, that a negative net trans­
fer of capital to Schedule C does not 
authorize a DI to reinvest additional 
earnings of its incorporated Schedule C 
AFNs during the year of the negative 
net transfer of capital or during suc­
ceeding years.

The following examples illustrate the 
provisions of § 504(c) (2 ):

Example (20). A U.S. resident (DI) is not 
authorized to make any positive direct in­
vestment in Schedule B under § 504(a) (2). 
During 1968, DI makes positive direct invest­
ment of $300,000 in Schedule B, consisting 
of a positive net transfer of capital of 
$200,000 and reinvested earnings of $100,000. 
During the same year, DI has a negative net 
transfer of capital of $500,000 to Schedule 
C. The $300,000 of positive direct investment 
in Schedule B is authorized by § 504(c) (2). 
Moreover, § 504(c) (2) authorizes DI, in 1969 
and succeeding years, to make positive direct 
investment in Schedules A and B and posi­
tive net transfers of capital to Schedule C 
aggregating $200,000.

Example (21). A U.S. corporation (DI) is 
authorized to make positive direct invest­
ment of $100,000 in Schedule A under 
§ 504(a) (1). During 1968, a subsidiary of DI 
in Schedule C makes a $1,000,000, 3-year 
loan to another subsidiary of DI in Schedule 
A, the transaction being treated under § 505 
of the regulations as a transfer of capital 
from the Schedule C subsidiary to DI and 
a transfer of capital from Dl to the Schedule 
A subsidiary. There are no other transfers 
of capital from or to DI during 1968. During 
1968, however, DI reinvests $100,000 of the 
1968 earnings of its incorporated Schedule A 
AFNs; it does not reinvest any earnings in 
Schedules B or C. The positive direct invest­
ment of $1,100,000 in Schedule A during 
1968 resulting from the loan and reinvest­
ment of earnings is authorized by § 504(a) 
(1) ($100,000) and § 504(c) (2) ($1,000,000).

(h) Calculation of § 504(c) (3) “carry­
forward” allowable in Schedule C. Sec­
tion 504(c)(3) (i) covers those cases 
where a DI's incorporated Schedule C 
AFNs have a total (net) loss during 1968 
or any succeeding year; it allows the DI 
to reinvest earnings of its incorporated 
Schedule C AFNs in years following the 
year in which the loss is incurred up to 
the amount of its share of the loss. In ad­
dition, § 504(c) (3) (ii) covers those cases 
where a DI may reinvest'earnings under 
the provisions of § 504(a) (3) but the 
DI’s share of such earnings is less than 
the amount of earnings the DI is au­
thorized to reinvest under § 504(a) (3); 
in such cases § 504(c) (3) (ii) allows the 
DI to reinvest earnings of its incorpo­
rated Schedule C AFNs in following years 
equal to the difference between the au­

thorized amount and the amount of the 
DI’s share of the actual earnings.

The following examples illustrate the 
provisions of § 504(c) (3);

Example (22). DI has no reinvested earn­
ings allowable in Schedule C under § 504 
(a) (3) during 1968. During 1968, the incor­
porated Schedule C AFNs of DI have a total 
(net) loss of $500,000 and pay no dividends. 
During 1969, DI is authorized under § 504 
(a) (3) (ii) to reinvest up to $500,000 of the 
1969 earnings of its incorporated Schedule 
O AFNs.

Example (23). Same facts As in Example
(22) except that DI’s incorporated Schedule 
O AFNs pay dividends aggregating $100,000 
during 1968. During 1969, DI is authorized 
under § 504(a) (3) (ii) to reinvest up to $600,- 
000 of the 1969 earnings of its incorporated 
Schedule C AFNs. $500,000 of this allowable 
arises by virtue of § 504(c) (3) (i) and $100,- 
000 by virtue of the “excess dividend” provi­
sions of § 504(c) (1) which were not utilized 
during 1968 to make additional positive di­
rect investment in Schedules A or B or a 
positive net transfer of capital to Schedule C.

Example (24). Same facts as in Example
(23) . During 1969, DI’s incorporated Schedule 
C AFNs have total earnings of $200,000, and 
pay no dividends. The reinvested earnings 
of $200,000 is authorized by § 504(c) (3) (ii) . 
Moreover, during 1970, DI will be authorized 
under § 504(a) (3) (ii) to reinvest up to $400,- 
000 of the 1970. earnings of its incorporated 
Schedule C AFNs.

Example (25). Same facts as in Example 
(23). During 1969, DI’s incorporated Schedule 
O AFNs have a total (net) loss of $300,000 
and pay no dividends. During 1970, DI will 
be authorized under § 504(a) (3) (ii) to re­
invest up to $900,000 of the 1970 earnings of 
its incorporated Schedule C AFNs.
§ B505 Transfers between affiliated for­

eign nationals.
(a) In general. Section 505 sets forth 

a number of rules concerning transfers 
of funds or other property between AFNs 
of a DI. Any transfer of capital by or to 
a DI resulting from the application of 
these rules is included in calculating the 
DI’s net transfer of capital to the sched­
uled area involved under § 313 of the reg­
ulations.34 Section 505 does not relate to 
the calculation of a DI’s share in the re­
invested earnings of incorporated AFNs 
under § 306.

(b) Transfers by or to unincorporated 
affiliated foreign nationals. For purposes 
of applying the provisions of § 505 (a) (2) 
through (a) (6) and 505(b), a transfer of 
funds or other property by an unincor­
porated AFN of a DI to the DI or to 
another AFN of the DI is treated as a 
transfer by the immediate parent of such 
unincorporated AFN (assuming that the 
transferee is not the immediate parent 
and that the immediate parent is the DI 
or an incorporated AFN); conversely, a 
transfer to an unincorporated AFN of a 
DI by the DI or by another AFN of the

34 Note that § 505, as It originally appeared 
In the regulations, contained an absolute 
prohibition of “upstream” transfers of cap­
ital -(i.e., transfers from AFNs In Schedule A 
to AFNs In Schedules B or C and from AFNs 
In Schedule B to AFNs In Schedule C ). Pres­
ent § 505 provides, In essence, that “up­
stream” (as well as “downstream” ) transfers 
between AFNs of a DI are taken Into account 
in calculating the DI’s net transfer of capital 
to the scheduled areas to which the trans­
feror and transferee are assigned.
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DI is treated as a transfer to the imme­
diate parent of the unincorporated AFN 
(assuming that the transferor is not the 
immediate parent and that the immedi­
ate parent is the DI or an incorporated 
AFN) (see § 505(a)(1)). The “immedi­
ate parent” of a subsidiary or branch 
owned directly by a DI is the DI itself, 
while the “immediate parent” of a sub­
sidiary or branch owned indirectly by the 
DI is the intervening AFN which directly 
owns the subsidiary or branch (see § 505
(c) ).

The following examples are illus­
trative:

Example (1). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Schedule A 
which has a branch in Schedule B. DI also 
has a wholly-owned subsidiary in Schedule 
C. In 1968, the Schedule B branch lends 
$100,000 directly to the Schedule C subsid­
iary. The $100,000 is deemed transferred by 
the Schedule A subsidiary (i.e., the imme­
diate parent of the Schedule B branch) to 
the Schedule C subsidiary.

Example (2). Same facts as in Example (1) 
except that, in 1968, the Schedule C subsidi­
ary lends $100,000 directly to the Schedule 
B branch. The $100,000 is deemed transferred 
by the Schedule C subsidiary to the Schedule 
A subsidiary (i.e„ the immediate parent of 
the Scheduled B branch).

Example (3). Same facts as in Example (2) 
except that the $100,000 loan to the Schedule 
B branch is made by a branch in Schedule 
A of the Schedule C subsidiary. The $100,000 
is deemed transferred by the Schedule C 
subsidiary (i.e., the immediate parent of the 
Schedule A branch) to the Schedule A sub­
sidiary (i.e., the immediate parent of the 
Schedule B branch.

Example (4). Same facts as in Example (1) 
except that, in 1968, DI itself lends $100,000 
to the Schedule B branch. The $100,000 is 
deemed transferred by DI to the Schedule A 
subsidiary.

Section 505(a) (1) does not apply, how­
ever, if both the transferor and trans­
feree are unincorporated AFNs and if 
both have the same immediate parent. 
Thus, a transfer from a Schedule A 
branch of a DI to a Schedule B branch 
of a DI is not governed by § 505(a) (1) ; 
any net changes in the net assets of the 
branches resulting from this transfer will 
automatically be taken into account un­
der § 313(b).

(c) Treatment of transfers deemed 
made under § 505(a)(1). Under §505 
(a) (2), any transfer of funds or other 
property which is deemed under § 505 
(a) (1) to have be§n made by or to a DI 
Is treated as a transfer of capital by or 
to the DI, as the case may be. A transfer 
of capital will not result under § 505 
(a)(2), however, unless the transferor 
or transferee AFN is an “ affiliate” of the 
DI as defined in § 903(a)85 and the trans­
fer would have constituted a transfer of 
capital under § 312 if actually made by 
or to the DI directly.

35 Under § 903(a) an “affiliate” of a person 
within the United States means any other 
person (other than an individual), where­
soever located, in which the aggregate of 
direct interests owned by such person within 
the United States and any affiliate or affiliates 
(as defined in § 903(a)) of such person 
exceeds 50 percent.

The following examples are illustrative:
Example (5). A U.S. corporation (DI) has 

a branch in Schedule A and a 60 percent 
owned subsidiary in Schedule C. In 1968, the 
Schedule C subsidiary lends $500,000 directly 
to the Schedule A branch on open account. 
The transaction results in a $500,000 trans­
fer of capital from Schedule C to DI. Note, 
however, that to the extent the transaction 
results in a net increase in the net assets of 
the .branch as of the end of 1968, DI will have 
made a positive net transfer of capital to 
unincorporated AFNs in Schedule A under 
§ 313(b). If the subsidiary and branch were 
located in the same scheduled area, the 
transaction would effectively “net out” .

Example (6). Same facts as in Example 
(5) except that, in 1968, the Schedule A 
branch lends $500,000 directly to the Schedule 
C subsidiary. The transfer results in a 
$500,000 transfer of capital from the DI to 
incorporated AFNs in Schedule C. Note, how­
ever, that to the extent the transaction re­
sults in a net decrease in the net assets of 
the branch as of the end of 1968, DI will 
have made a negative net transfer of capital 
to unincorporated AFNs in Schedule A under 
§ 313(b). If the subsidiary and branch were 
located in the same scheduled area, the 
transaction would effectively “net out” .

Example (7). A U.S. corporation (DI) has 
a 51 percent owned subsidiary in Schedule A 
which has a branch in Schedule B. In 1968, 
DI lends $100,000 directly to the Schedule B 
branch. The transfer results in a $100,000 
transfer of capital from DI to the Schedule 
A subsidiary. Note, however, that to the ex­
tent the transfer results in a net increase in 
the net assets of the branch as of the end of 
1968, DI will have a positive net transfer of 
capital to unincorporated AFNs in Schedule 
B under § 313(b), and the Schedule A sub­
sidiary will be deemed to have made a trans­
fer of capital to the DI (see § 505(a) (6) ).

(d) Transfers between incorporated 
affiliated foreign nationals. Under § 505 
(a)(3), a transfer of funds or other 
property from one incorporated AFN of 
a DI to another incorporated AFN of the 
DI (including a transfer deemed under 
§ 505(a) (1) to have been made between 
incorporated AFNs) is treated as a trans­
fer of capital by the transferor AFN to 
the DI (equal to the full amount or value 
of the funds or other property trans­
ferred) and as a further transfer of capi-, 
tal in àn equivalent amount from the 
DI to the transferee AFN. The rule ap­
plies only if either the transferor or the 
transferee AFN is an “affiliate” of the DI 
as defined in § 903(a) and if the transfer 
would have constituted a transfer of 
capital under § 312 if made by the DI. 
Of course, if the transferor and trans­
feree are in the same scheduled area, the 
transaction will effectively “net out” .-

The following examples are illustra­
tive:38

Example (8 ) . During 1968, a wholly-owned 
Schedule C subsidiary of a U.S. corporation 
(DI) makes a $200,000, 3-year loan to another 
whoUy-owned Schedule A subsidiary of DI. 
Under § 505(a) (3), the transaction is treated 
as a $200,000 transfer of capital from Sched­
ule C to DI and a $200,000 transfer of capital 
from DI to Schedule A. Accordingly, the 
transaction reduces by $200,000 the net 
transfer of capital made by DI to Schedule 
C during 1968 and increases by an equivalent

38 Where a Schedule B AFN is involved, 
assume it is in a Schedule B country other 
than Canada.

amount the net transfer, of capital made by 
DI to Schedule A during the same year. The 
result would be the same even if neither of 
the AFNs was wholly-owned by DI so long as 
DI owned more than a 50 percent interest in 
one of the AFNs. Thus, fbr example, the same 
result would be reached if DI owned 51 per­
cent of the Schedule A AFN and only io 
percent of the Schedule C AFN, or vice versa, 
the theory being that DI can prevent the 
transaction if it owns more than a 50 per­
cent interest in either of the AFNs.

Example (9). Same facts as in Example 
(8) except that neither the transferor nor 
transferee AFN is wholly-owned by DI but, 
rather, are 51 percent owned by other AFNs 
of DI in Schedule B, in each of which DI 
owns a direct interest of 60 percent. The 
result is the same as in Example (8).

Example (10). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Schedule A 
which has a branch in Schedule B. DI also 
has a wholly-owned subsidiary in Schedule 
C which has a branch in Schedule A. During 
1968, the Schedule A branch lends $100,000 
directly to the Schedule B branch. Under 
§ 505(a) (3), the transaction is treated as a 
$100,000 transfer of capital from the Sched­
ule C subsidiary to DI and a $100,000 trans­
fer of capital from DI to the Schedule A 
subsidiary.87

Section 505(a) (3) also covers the pur­
chase by incorporated AFNs of a DI of 
interests in other foreign nationals which 
became AFNs as a result of. purchase and 
sales by incorporated AFNs of interests 
in lower-tier AFNs.

The following general rules are ap­
plicable to such transactions:

(i) If an incorporated AFN of,a DI 
acquires from an unaffiliated foreign na­
tional an interest in a foreign national 
which becomes an AFN of the DI as a 
result of the acquisition the full amount 
of the purchase price is treated as a 
transfer of capital by the acquiring AFN 
to the DI and as a further transfer of 
capital by the DI to the acquired AFN. 
However, if the acquisition is made after 
December 31, 1967, and the acquired 
AFN has subsidiaries and/or branches 
in other scheduled areas which become 
separate AFNs of the DI as a result of 
the acquisition, the transfer of capital 
by the DI should be allocated among the 
different scheduled areas involved in a 
manner which will fairly reflect the re­
spective values of the direct and indirect 
interests acquired. As a general rule, an 
allocation based on the respective book 
values of the entities involved will be 
accepted. The result is the same whether 
the acquiring AFN pays cash or gives its 
debt obligation in exchange for the in­
terests acquired. If, however, the con­
sideration for the acquisition is stock of

87 The transfer of funds from the Schedule 
A branch is to be treated under § 505 as a 
transfer from the immediate parent (the 
Schedule C subsidiary) under § 505(a) (1) (!)• 
The transfer of funds to the Schedule o 
branch is to be treated under § 505 as a 
transfer to its immediate parent (the Sched­
ule A subsidiary) under § 505(a) (1) (»*)■ 
Since the transfer is deemed to be from tn 
Schedule C subsidiary to the Schedule a 
subsidiary, § 505(a) (3) provides that it is 
treated as a transfer of capital for purpos 
of § 312 (a) and (b) as a transfer of c»pit^ 
first from the Schedule C subsidiary to me 
DI and then from the DI to the Schedule 
subsidiary.
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the acquiring AFN, no transfer of capi­
tal to or from the J3I will result (see 
§ B505(e), infra/.

(ii) If an incorporated AFN of a DI 
sells an interest in another AFN to an 
unaffiliated foreign national, there will 
be a transfer of capital by such other 
AFN to the DI in an amount equal to 
the purchase price and a further trans­
fer of capital by the DI to the selling 
AFN in an amount equal to the cost or 
other basis to the selling AFN of the 
interest sold. Any capital gain or loss 
realized by the selling AFN upon the sale 
will be included in determining the earn­
ings of the AFN for the period involved. 
Note, however, that an allocation of the 
transfer of capital to the DI among dif­
ferent scheduled areas will be required 
(in the same manner as set forth in the 
preceding paragraph) if the sale is made 
after December 31,1967, the interest sold 
was acquired after December 31, 1967 
and the AFN in which the interest is sold 
has subsidiaries and/or branches in dif­
ferent scheduled areas which are sepa­
rate AFNs of the DI. The result is the 
same whether the selling AFN receives 
cash or a debt obligation of the pur­
chaser in exchange for the sale. If, how­
ever, the consideration for the sale is 
stock in a foreign national which be­
comes an AFN of the DI as a result of 
the transaction, no transfer of capital to 
or from the DI will result (see § B505 (e), 
infra);

The following examples are illustra­
tive:

Example (II).,During 1968, a wholly-owned 
Schedule B subsidiary of a U.S. corporation 
(DI) purchases from an unafflliated foreign 
national, for $1,000,000 in cash, all of the 
stock of a French corporation. Under § 505 
(a)(3), the transaction is treated as a 
$1,000,000 transfer of capital from Schedule 
B to DI and a $1,000,000 transfer of capital 
from DI to Schedule C. Accordingly, the 
transaction reduces by $1,000,000 the net 
transfer of capital made by DI to Schedule 
B during 1968 and increases by am equivalent 
amount the net transfer of capital made by 
DI to Schedule G during the same year. The 
result would be the same even if DI owned 
only 51 percent of the Schedule B AFN. Note, 
however, that, if DI owned an interest of 50 
percent or less in the Schedule B AFN, the 
transaction would not involve any transfer 
of capital to or from DI, regardless of the 
amount of the interest in ¿he French cor­
poration acquired by the Schedule B sub­
sidiary, since the DI is presumed in this 
situation to lack control over the transaction. 
Note also that if the acquiring and the ac­
quired corporation were in the same sched­
uled area, the transaction would effectively 
“net out”.

Example (12). Same facts as in Example 
(11) except that the purchase by the Sched­
ule B subsidiary is made with the proceeds 
of a long-term loan obtained by the Schedule 
B subsidiary from a foreign bank. The result 
Is the same as in Example (10). The deduc­
tion from net transfers of capital authorized 
oy § 313 (d) ( 1 ) applies only to proceeds of 
long-term foreign borrowings obtained by a 
DI, not to borrowings obtained by its AFNs.

Example (13). A U.S. corporation (DI) has 
a wholly-owned subsidiary in Schedule B 
which in turn has a wholly-owned subsidiary 
m Schedule C. During 1968, thè Schedule B 
subsidiary sells all of the stock of the Sched- 

c  subsidiary (which it purchased for 
$500,000) to an unafflliated foreign national 
lor $1,000,000 in cash. Under § 505(a) (3), the

transaction is treated as a $1,000,000 transfer 
of capital from Schedule C to DI and a 
$500,000 transfer of capital from DI to Sched­
ule B. The $500,000 profit (measured by his­
torical cost) realized by the Schedule B sub­
sidiary will be taken into account in calculat­
ing that subsidiary’s 1968 earnings. The re­
sult would be the same even if DI owned 
only 51 percent of the Schedule B AFN. Note, 
however, that if DI owned an interest of 50 
percent or less in the Schedule B AFN, the 
transaction would not involve any transfer 
of capital to and from DI, since the DI is 
presumed in this situation to lack control 
over the transaction.

Example (14). Same facts as in Example 
(11) except that the Schedule B subsidiary 
pays only $500,000 in cash and gives a 5-year 
note to the seller for the $500,000 balance 
of the purchase price. The result is the same 
as in Example (11). No transfers of capital 
will be involved when the Schedule B sub­
sidiary subsequently makes payments on the 
note.

Example (15). Same facts as in Example 
(13) except that the Schedule B subsidiary 
receives $500,000 in cash and a 5-year note 
of the purchaser for the $500,000 balance of 
the purchase price. The result is the same 
as in Example (13). No transfers of capital 
will be involved when the Schedule B sub­
sidiary subsequently receives payments on 
the note.

Example (16) . During 1968, a wholly-owned 
subsidiary of a U.S. corporation (DI) in 
Schedule A leases machinery to another 
wholly-owned subsidiary of DI in Schedule 
B. The machinery has a value of $1,000,000 
when leased and the lease expires in 1971. 
The transaction is treated under § 505(a) (3) 
as a $1,000,000 transfer of capital from 
Schedule A to DI and a $1,000,000 transfer 
of capital from DI to Schedule B (see § 312 
(a )(8 )) and §B312(k), supra). Note that 
current rental payments under the lease 
made by the Schedule B subsidiary to the 
Schedule A subsidiary will not involve trans­
fers of capital; rather, they will reduce the 
earnings of the Schedule B subsidiary and 
increase the earnings of the Schedule A sub­
sidiary. When the machinery is returned to 
the Schedule A subsidiary at the end of the 
lease term, there will be a transfer of capital 
from Schedule B to DI (equal to the then 
residual value of the machinery) and an 
equivalent transfer of capital from DI to 
Schedule A.

Example (17). During 1968, a wholly-owned 
schedule C subsidiary of a U.S. corporation 
(DI) borrows $1,000,000 from a foreign bank. 
Repayment of the loan is guaranteed by 
ahother wholly-owned subsidiary Of DI in 
Schedule B. In 1970, the Schedule B sub­
sidiary is called upon to pay $500,000 under 
its guarantee and in fact makers such pay­
ment. The transfer is treated under § 505 
(a) (3) as a $500,000 transfer of capital from 
Schedule B to DI and a $500,000 transfer of 
capital from DI to Schedule C. Note that any 
resulting positive direct investment in 
Schedule C would be generally authorized 
under Subpart J of the regulations if DI 
filed an appropriate certificate under 
§ 1002(b) at or prior to the time the guar­
antee was made.

(e) Transactions between affiliated 
foreign nationals not involving transfers 
of capital. As a general rule, a transfer of 
capital to or from a DI will not be in­
volved under § 505(a) (3) if (1) an AFN 
of a DI transfers an interest in a lower 
ijoo^s aSumjoxo ut soAiaoai pun tfiiV 
of a foreign corporation which becomes 
an AFN of the DI as a result of the trans­
action or if (2) there is a recapitalization, 
reorganization, merger or consolidation 
involving one or more AFNs. Although a 
foreign enterprise' may cease to be an
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AFN of a DI as a result of the trans­
action, the transaction does not affect the 
amount of direct investment made by the 
DI during the base period years in the 
scheduled area of such foreign enter­
prise.

The following examples are illustra­
tive :

Example (18). A wholly-owned Schedule 
B subsidiary of a U.S. corporation (DI) trans­
fer to an unafflliated foreign national all of 
the stock of its wholly-owned Brazilian sub­
sidiary in exchange for all of the stock of 
a French corporation. The transaction does 
not result in ahy transfer of capital to or 
from DI. Note, however, that, as a result 
of the transaction, DI becomes a DI in the 
French corporation and ceases to be a DI 
in the Brazilian corporation. The result 
would be the same if the other party to the 
transaction was also an AFN of DI.

Example (19). A wholly-owned German 
subsidiary of a U.S. corporation (DI) is re­
incorporated in the United Kingdom. The 
transaction does not result in any transfer 
of capital to or from DI. .Note, however, that 
the business of the newly created United 
Kingdom subsidiary which is conductëd in 
Germany will be a branch of the United 
Kingdom subsidiary and may therefore be a 
separate unincorporated Schedule C AFN of 
DI (see § B304, supra).

Example (20). A wholly-owned United 
Kingdom subsidiary of UJ&. corporation (DI) 
is merged into a wholly-owned Italian sub­
sidiary of DI. The transaction does not re­
sult in any transfer of capital to or from DI. 
Note, however, that the business of the Ital­
ian company which is conducted in the 
United Kingdom will be a branch of the 
Italian subsidiary and may therefore be a 
separate unincorporated Schedule B AFN of 
DI (see § B304, supra.)

See also Examples (66) through (78) 
in the discussion under § B312, supra.

Under § 505(b), transfers of capital 
to and from a DI will not result under 
§ 505(a) (3) if one incorporated non- 
Canadian AFN of the DI extends a trade 
credit to another incorporated non-Ca­
nadian AFN of the DI in the ordinary 
course of business pursuant to arm’s- 
length terms if the obligation is in fact 
paid within 12 months,

The following examples are illustra­
tive:

Example (21). On September 1, 1968, a 
wholly-owned Schedule C subsidiary of a U.S. 
Corporation (DI) sells equipment to another 
subsidiary of DI in Schedule A in the ordi­
nary course of business pursuant to arms- 
length terms. The $1,000,000 purchase price 
is payable in full by March 1, 1969. There is 
no transfer of capital to or from DI. The 
result would be the same if the sale of 
services, rather than the sale of goods, were 
involved.

Example (22). Same facts as in Example 
(21), except that no part of the purchase 
price is paid by September 1, 1969. There is 
a $1,000,000 transfer of capital from Sched­
ule C to DI and from DI to Schedule A which 
is deemed to have occurred on September 1, 
1969 or on such sooner date as it became ap­
parent that the Schedule A subsidiary would 
not be able to make payment prior to Sep­
tember 1, 1969. The result would be the same 
if the sale of services, rather than the sale 
of goods, were involved.

See also Example (8) under § B313, 
supra.

A transfer of property from one AFN 
of a DI to another AFN of the DI before 
or after the effective date in exchange

10, 1968
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for a debt or equity interest in the trans­
feree AFN does not involve a transfer of 
capital to or from the DI (regardless of 
the form of the transfer or the consider­
ation exchanged therefor) if the prop­
erty transferred consists of patents, 
copyrights, trademarks, trade names, 
trade secrets,^ technology, proprietary 
processes, proprietary information or 
similar intangibles or any rights or in­
terests therein or applications or con­
tracts relating thereto. No deduction for 
amortization or any like charge with re­
spect such an intangible transferred 
after January 1, 1968 shall be made 
against earnings in calculating the earn­
ings of the transferee AFN.

(f) Transactions between subsidiaries 
and their branches in different sched­
uled areas. As pointed out in the discus­
sion under § B313(c), supra, a net trans­
fer of capital by DI to its unincorporated 
AFNs in any scheduled area during any 
period will generally equal the DI’s share 
in the aggregate net increase (or de­
crease) , during the year, in the aggregate 
net assets of such AFNs. The calculation 
under § 313(b) for any scheduled area 
includes changes in the net assets of un­
incorporated AFNs located in such 
scheduled area whether such AFNs are 
branches of the DI itself or of subsidi­
aries of the DI located in different sched­
uled areas.

Although a DI’s share in the net in­
crease or decrease in the net assets of a 
subsidiary’s branch may be included in 
the DI’s calculation under § 313(b) for 
the scheduled area in which the branch 
is located, not every such net increase or 
decrease in branch assets results in a 
corresponding transfer of capital from 
or to the scheduled area in which the 
parent is located. A corresponding trans­
fer of capital from or to the parent re­
sults only when the net increase or de­
crease in branch assets cannot be attrib-' 
uted to earnings or losses of the branch 
(see § 505(a) (5) and (6)).

The following examples are illustra­
tive:

Example (23). A U.S. corporation (DI) has 
a wholly-owned subsidiary in France which 
in turn has a branch in Brazil. DI has no 
other AFNs anywhere in the world. During 
1968, the branch has earnings of $50,000 but 
its net assets increase by $100,000 due to a 
transfer of $50,000 from the subsidiary to 
the branch. This results under § 313(b) in a 
$100,000 positive net transfer of capital to 
Schedule A (DI’s share in the net increase in 
branch assets) and under § 505(a) (6) in a 
$50,000 negative net transfer of capital to 
Schedule C (the amount by which DI’s share 
in the net increase in branch assets ($100,- 
000) exceeded DI’s share in the branch’s earn­
ings ($50,000)).

If DI owned only 60% of the French sub­
sidiary, the result would be a $60,000 posi­
tive net transfer of capital to Schedule A  
(60% of $100,000) and a $30,000 negative net 
transfer of capital to Schedule C, (60% of 
$50,000). I f  DI owned 50% or less of the 
French subsidiary, no net transfer of capital 
would be involved.

Example (24). Same facts as in Example 
(23) except that, during 1968, the branch has 
earnings of $50,000 but its net assets decrease 
by $150,000 due to a remittance of $200,000 
from the branch to the subsidiary. This re­
sults under § 313(b) in a $150,000 negative 
net transfer of capital to Schedule A (DI’s 
share in the $150,000 net decrease in branch 
assets) and under § 505(a) (5) in a $150,000 
positive net transfer of capital to Schedule 
C (DI’s share in the $150,000 net decrease in 
branch assets). Moreover, the full amount of 
the earnings of the branch ($50,000) is 
treated as having been distributed to its 
Schedule C parent and is deducted from the 
dividends paid by the parent to DI (see 
§ B306(c), supra). If DI owned only 70% of 
the French subsidiary, the result would be a 
$105,000 negative net transfer of capital to 
Schedule A (70% of $150,000) and a $105,- 
000 positive net transfer of capital to Sched­
ule C (70% of $150,000). Moreover, $35,000 
of the earnings of the branch (DI’s 70% share 
in the $50,000 earnings of the branch) would 
be treated as having been distributed to its 
Schedule C parent and should be deducted 
from the dividends paid by the parent to DI. 
If DI owned 50% or less of the French sub­
sidiary, no net transfer of capital would be 
involved: however, an appropriate percentage 
of the earnings of the branch Would still be 
treated as having been distributed to its 
Schedule C parent and would be deducted 
from the dividends paid by the parent to DI.

Example (25). Same facts as in Example 
(23) except that, during 1968, the branch 
has no earnings (or losses) but its net as­
sets decrease by $100,000 due td a remit­
tance of $100,000 from- the branch to the 
subsidiary. This results under § 313(b) in a 
$100,000 negative net transfer of capital to 
Schedule A (DI’s share in the $100,000 net 
decrease in branch assets) and under § 505 
(a) (5) in a $100,000 positive net transfer of 

- capital to Schedule C (DI’s share in the 
$100,000 net decrease in branch assets). If 
DI owned only 80% of the French corpora­
tion the result would be an $80,000 negative 
net transfer of capital to Schedule A (80% of 
$100,000) and a $80,000 positive net trans­
fer of capital to Schedule C (80% of $100,- 
000). If DI owned 50% or less of the French 
corporation, no net transfer of capital would 
be involved.

Example (26). Same facts as in Example 
(23) except that, during 1968, the branch 
incurs a loss of $100,000 but there is no 
change in its net assets due to a transfer of 
$100,000 from the subsidiary to the branch. 
Under § 505(a) (6), this_results in a $100,000 
negative net transfer of capital to Schedule 
C (DI’s share of the $100,000 loss). If DI 
owned only 90% of the French corporation 
the result would be a $90,000 negative net 
transfer of capital to Schedule C (90% of 
$100.000). If DI owned 50% or less of the

French corporation, no net transfer of capi- 
tal would be involved.

Example (27). Same facts as in Example 
(23) except that, during 1968, the branch 
incurs a loss of $100,000 but has a $50,000 in­
crease in its net assets due to a transfer 
of $150,000 from the subsidiary to the branch. 
This results under § 313(b) in a $50,000 posi­
tive net transfer of capital to Schedule A 
(DI’s share in the $50,000 net increase in 
branch assets) and under § 505(a) (6) in a 
$150,000 negative net transfer of capital 
to Schedule C (DI’s share in the $50,000 net 
increase in net assets plus DI’s share of the 
$100,000 loss). If DI owned only 60% of the 
French corporation, the result would be a 
$30,000 positive net transfer of capital to 
Schedule A (60% of $50,000) and a $90,000 
negative net transfer of capital to Schedule 
C (60% of $150,000). If DI owned 50% 
or less of the French corporation, no net 
transfer of capital would be involved.

Example (28). Same facts as in Example 
(23) except that, during 1968, the branch 
incurs a loss of $100,000 while its net assets 
decrease by only $25,000 due to a transfer 
of $75,000 from the subsidiary to the branch. 
This results under § 313(b) in a $25,000 nega­
tive net transfer of capital to Schedule A 
(DI’s share of the $25,000 net decrease in 
branch assets) and under § 505(a) (6) in a 
$75,000 negative net transfer of capital to 
Schedule C (the amount by which DI’s share 
of the loss ($100,000) exceeds DI’s share of 
the net decrease in brhnch assets ($25,000)), 
If DI owned only 70% of the French corpora­
tion the result would be a $17,500 negative 
net transfer of capital to Schedule A (70% 
of $25,000) and a $52,500 negative net trans­
fer of capital to Schedule C (70% of $75,000). 
If DI owned 50% or less of the French corpo­
ration, no net transfer of capital would be 
involved.

Example (29). Same facts as in Example 
(23) except that, during 1968, the branch 
incurs a loss of $100,000 while its net assets 
decrease by $250,000 due to a remittance of 
$150,000 from the branch to the' subsidiary. 
This results under § 313(b) in a $250,000 neg­
ative net transfer of capital to Schedule A 
(DI’s share of the $250,000 net decrease in 
branch assets) and under § 505(a) (5) in a 
$150,000 positive net transfer of capital to 
Schedule C (DI’s share in the $250,000 net 
decrease in, branch assets less DI’s share 
of the $100,000 loss). If DI owned only 80% 
of the French corporation, the result would 
be a $200,000 negative net transfer of capi­
tal to Schedule A (80% of $200,000) and a 
$120,000 positive net transfer of capital to 
Schedule C (80% of $150,000). If DI owned 
50 % or less of the French corporation, no net 
transfer of capital would be involved.
(Sec. 5, Act of Oct. 6, 1917, 40 Stat. 415, as 
amended, 12 U.S.C. 95a; E.O. 11387, Jan. 1, 
1968,33 F.R. 47)

Charles E. F iero, 
Director, Office of 

Foreign Direct Investments.
October 1,1968.

[F.R. Doc. 68-12154; Filed, Oct. 9, 1968;
8:45 am.]
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