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Rules and Regulations

Title 1—GENERAL PROVISIONS

Chapter l—Administrative Committee
of the Federal Register

PART 16—PREPARATION AND
TRANSMITTAL OF DOCUMENTS
GENERALLY

summary Statements and Highlights
Listing

The purpose of this amendment is to
require that a brief summary statement
written in layman’s language and de-
seribing the contents, accompany each
document (with certain stated excep-
tions) that is submitted for publication
in the FEDERAL REGISTER. Selected sum-
mary statements will be used in a “High-
lights” listing which will appear in a
prominent place in the FEDERAL REGISTER.

This amendment is based on a notice
of proposed rule making published in the
Feperal REGISTER on December 1, 1970
(35 F R. 18297) . The vast majority of the
comments received in response to the
notice enthusiastically supported the
proposal. In addition to indicating their
support, most of the Federal agencies
which responded stated that the addi-
tional reguirement would not place any
undue burden on their regulatory pro-
grams. Several agencies raised fechnical
questions that ‘will be discussed further
below.

=
MORE THAN “HIGHLIGHTS” NEEDED

A large percentage of the non-govern-
mental comments, as well as several of
the comments from Federal agencies,
recommended that the Administrative
Commiitee should go much further than
just requiring “caption” type statements
for use in the highlights listing.

The gist of most of these comments
was that many of the documents pub-
lished in the FEDERAL REGISTER are as
difficult for the legal or technical expert
to comprehend as they are for the aver-
age layman. From the number of such
comments received, it is apparent that
President Nixon on March 12, 1970, ex-
bressed a widely held viewpoint in his
response to a remark by his Special As-
Sistant for Consumer Affairs, Mrs. Vir-
tnia Knauer. Mrs. Knauer observed that
the FeperAL REGISTER “is absolutely in-
comprehensible to the average con-
sumer.” The President commented “Or to
an’,\"x_n:e else.”

. _+he recommendation made most often
by the commenters was that the Adminis-

trative Committee require that each
document must contain a ciear, concise
explanation of the substa.ce of the docu-
ment and the major issues involved.
Adoption of such a requirement at this
time would be beyond the scope of the
Administrative Committee’s proposal.
However, because of the large number of
such comments and recommendations,
the Administrative Committee is con-
vinced that further efforts to improve the
FEDERAL REGISTER necessitate actions to
improve the individual documents sub-
mitted for publication therein.

In this connection, it is interesting
to note that the legislative history of

the provision that became section 4(a)._

(3) of the Administrative Procedure Act
(now 5 U.S.C. 553) indicates that Con-
gress intended that each proposed rule-
making document would clearly state
the issues involved. For example, in an
explanation of an earlier draft of the
provision that became section 4(a) (3)
the Senate Committee report states
“Agency notice must be sufficient to
fairly apprise interested parties of the
issues involved, so that they may present
responsive data or argument relating
thereto.” (Legislative History of the Ad-
ministrative Procedure Act, 79th Con-
gress, 2d Session, Senate Document No.
248, p. 200. See also similar explanations
at pp. 18, 258 and 358.)

Therefore, while no additional re-
quirement is being included in this rule-
making action, the Administrative Com-
mittee urges each Federal agency suh-
mitting documents for publication in
the FEDERAL REGISTER to review its rule-
making program to insure that each
document is written in the clearest
possible manner. Further, the Commit-
tee recommends that each document
contain an adequate preamble explain-
ing the significance of the action taken
or being proposed. Whenever the length
of the preamble warrants, the first para-
graph should be a summary of the sub-
stance of the document and the major
issues involved.

As several commenters pointed out,
the existence of an adequate preamble
explanation would in the long run save
each Federal agency much time and ef-
fort in its overall rulemaking program
and could, in some cases, avoid costly
litigation. Further, as many commenters
pointed out, the existence of a summary
paragraph in each document clearly
written in layman’s terms would fa-
cilitate the publication of a separate con-
sumer oriented publication of the type

recommended by the Administrative
Conference of the United States in 1969.

The Administrative Committee points
out that under 1 CFR 3.11 the Office of
the Federal Register has for many years
conducted training programs in regula-
tory writing and procedures for the Fed-
eral agencies. In its future programs the
Office will place more emphasis on the
problems and proposed solutions, dis-
cussed above.

FEDERAL REGISTER users are invited to
write to the Office of the Federal Register
whenever they feel that a published doe-
ument does not contain a clear explana-
tory statement. Where it appears to be
warranted, the Office of the Federal Reg-
ister will then work with the agency in-
volved to improve the quality of future
documents. Should it prove to be nec-
essary, the Administrative Committee
will of course consider further rule-
making action.

SpecCIFIC COMMENTS ON “HIGHLIGHTS"
PROPOSAL

A number of commenters (including
many which were enthusiastically favor-
able) raised specific questions as to the
proposal’s effect, if adopted, on the rest
of the FEDERAL REGISTER.

Several of the questions raised are
easily answered. For example, there was
no intent to change the basic format of
the Contents pages of the daily FEDERAL
REGISTER. The Table of Contents will be
continued and the full text of every doc-
ument will be printed as in the past,

The other questions raised and the
Administrative Committee’s disposition
thereof are as follows:

Legal eflect of highlights listing. A
number of comments expressed concern
that the wording of a highlight item, or
the absence of a highlights listing could
have some effect on the legality of a rule-

‘) making document. Several commenters

recommended that the Committee should
make it clear by some sort of disclaimer
that each document would stand on its
own and would not be legally affected by
the existence, absence, or wording of a
highlights listing. The Administrative
Committee concurs and appropriate lan-
guage has been included in the final rule.
Purthermore, a note to the same effect
will be included in the daily FEDERAL
REGISTER.

Editorial control. A number of com-
menters expressed concern that the high-
lights items would be no more clear or
usable for the average layman than past
headings if they were written by the
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agency promulgating the document. As
stated in the notice, the Administrative
Committee believes that the initial word-
ing of each highlights-type caption
should be drafted by the agency that is
most familiar with the document. The
Office of the Federal Register will, how-
ever, retain final editorial control over
the exact wording of each highlight item
and also will finally decide what items
are to be included in the highlights list-
ing. The Office of the Federal Register
will of course try to work out with the
agency involved any disagreements and
will resolve any differences with the pub-
lic interest foremost in mind. In view of
the almost unanimous endorsement of
this proposal by the Federal agencies that
responded and the fact that most agen-
cies offered their complete cooperation,
the Administrative Committee does not
anticipate any serious problems in this
regard.

Ezxceptions from proposed require-
ment. A number of the Federal agencies
responding requested broader cxceptions
than those proposed. At least one agency
recommended that submission of a high-
lights caption be left to the discretion of
each agency. On the other hand a num-
- ber of private commenters (particularly
those representing consumer groups)
recommended the elimination ¢f any ex-
ceptions. Several of the latter expressed
concern that by opening the door to in-
dividual agency exceptions the Adminis-
trative Committee was establishing a
potential basis for rendering the require-
ment ineffective. The Administrative
Committee believes that there are identi-
fiable classes of documents that should
routinely be exempted from this require-
ment so as not to impose unnecessary
paperwork on Federal agencies. The rule,
as adopted, limits the general exceptions
and leaves further exceptions to the dis-
cretion of the Director of the Federal
Register. The Committee also recognizes
that any regulation can be seriously
weakened by exemptions handled on an
individual basis. T'o avoid this the regula-
tion as adopted requires the Director of
the Federal Register to publish monthly
in the FEDERAL REGISTER a list of any
exceptions granted, identifying the
agency involved and the nature of the
documents excepted.

Wording of highlight item. Several
commenters recommended that each
highlight item include identification of
the nature of the action involved, the
responsible Federal agency and, where
applicable, significant dates, such as

RULES AND REGULATIONS

closing date for comments, hearing date,
ete. It is planned to include all this in-
formation and the final rule is so stated.

Mechanics of highlights requirement.
Several Federal agencies objected to the
proposed requirement that each high-
light item be included on a separate
sheet of paper, This requirement is nec-
essary to minimize the additional work-
load on the FEDERAL REGISTER staff. It
should not impose any significant addi-
tional burden on each Federal agency
as most agencies indicated.

As several commenters noted, the
separate sheet of paper will have to be
clearly identified so that it ean be asso-
ciated with the proper document if it be-
comes separated in processing, The addi-
tional workload involved can be reduced
whenever the caption for the basic docu-
ment is for the most part usable as a
highlights item.

In consideration of the foregoing, a
new § 16.25 is added to Title 1 of the
Code of Federal Regulations reading
as follows:

SUMMARY STATEMENTS

§ 16.25 Highlights; submission of sum-
mary statements.

(a) Except as provided in paragraph
(h) of this section, each agency which
submits a document for publication in
the FEpEraL REcIsTER shall furnish with
the document two copies of a deseriptive
catchword or phrase and a brief state-
ment that: (1) Names the agency issuing
the document; (2) summarizes the prin-
cipal subject of the document; and (3)
states any important dates, such as clos-
ing date for comments, hearing date, or
effective date. While this requirement is
in addition to the heading requirements
in Parts 17 and 18 of this chapter the
language of the summary statement sub-
mitted under this section and the head-
ings may be the same whenever appro-
priate. The following are examples of
the types of statements intended by this
requirement:

DETERGENTS—proposed FTC label-
ing and advertising requirements for
synthetic detergents—comment period
ends 4-19-71; public hearing 4-26-71.

COAL MINE SAFETY—Interior De-
partment procedures to assess civil pen-
alties for violations—effective 1-16-71.

(b) A summary statement need not be
submitted with a document that is mak-
ing nonsubstantive changes which are
corrective or editorial in nature. Addi-
tional exceptions to this requirement may
be granted by the Director of the Federal

Register. The Director of the Federg
Register will publish monthly in the
FEDERAL REGISTER 8 list of elasses of docy.
ments exempted under this section dur-
ing the preceding month. The list wi]
state the agency involved and the docy-
ment or class of documents.

(c) Selected summary statements sub-
mitted under this section will be included
in a highlights listing which will he
prinfed in a prominent place in the daily
FEDERAL REGISTER. The Director of the
Federal Register will exercise final edi-
torial control over the wording of each
summary statement and will make the
final determination as to its inclusion in
the highlights listing.

(d) Neither failure to submit a sum-
mary statement under this section, nor
failure to print such a statement in the
highlights listing in the FEbERAL REGIsTER
shall affect the legal status of a document
printed in the FEDERAL REGISTER. High-
lights listings printed in the FeperaL
REGISTER are intended solely to serve as
an aid to readers and the wording of a
listed item is not intended to interpret
the language of the document. Feperat
REGISTER readers should continue to use
the Table of Contents to identify the
documents published in each issue and
should refer to the text of a document to
determine its legal effect.

(44 U.S.C. 1506. Sec. 6, E.O. 10530,
2709, 3 CFR, 1964-1958 Comp.)

Effective date. This amendment shall
become effective for documents sub-
mitted to the Office of the Federal Regis-
ter after April 27, 1971,

ADMINISTRATIVE COMMITEE OF
THE FEDERAL REGISTER,
JAaMES B. RHOADS,

Archivist of the United
States, Chairman.

19 FR.

A. N. SPENCE,
The Public Printer,
Member.
MAaRrY O. EASTWOOD,
Representative of the
Atlorney General,
Member.
Approved:
JoHN N. MITCHELL,
Attorney General.
ROBERT L. KUNZIG,
Administrator of

General Services.,
[FR Doc.71-3869 Filed 3-17-71;10:44 am]
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Title 5—ADMINISTRATIVE
PERSONNEL

Chapter 1—Civil Service Commission
PART 213—EXCEPTED SERVICE
Department of Transportation

Section 213.3394 is amended to reflect
the current title of the Assistant Secre-
tary for Systems Development and Tech-
nology in the Schedule C listings of his
Confidential Secretary and Special As-
sistant. Effective on publication in the
FepeEraL, REGISTER (3-18-71), subpara-
graphs (9) and (20) of paragraph (a)
of §213.3394 are amended as set out
below,

§213.3394 Department of Transporta-
Lion.

(a) Office of the Secretary, * * *

(9) One Confidential Secretary to the
Assistant Secretary for Systems Develop-
ment and Technology.

- » * -

(20) One Special Assistant to the As-
sistant Secretary for Systems Develop-
ment and Technology.

* - » - L
(5 U.S.C. 3301, 3302, E.O. 10577; 3 CFR 1954~
58 Comp., p. 218)
Unitep STATES CIvin SERV-
1cE COMMISSION,
[seaL] JAMES C. SPry,
Ezxecutive Assistant to the
Commissioners.

[FR Doc.71-3762 Filed 3-17-71:8:48 am]

Chopter XIV—Federal Labor Rela-
tions Council and Federal Service
Impasses Panel

SUBCHAPTER B—FEDERAL LABOR RELATIONS
COUNCIL

PART 2411—REVIEW FUNCTIONS OF
THE COUNCIL

Subpart B—Procedures for Council
Review

TiME LiMITS POR FILING PAPERS

_ During public hearings held October
-9, 1970, as announced at 35 F.R. 14279,
Some labor organizations recommended
that the Couneil take action to insure
that negotiability issues can be taken
Quickly to agency heads for prompt de-
Lerma_naltion. On the basis of those recom-
n:enc;auons and a subsequent analysis
of the Council’s experience to date in
'Drlocossmg negotiability appeals, para-
:11()1]11 (a) of §2411.14 is revised to read
as 10, i0OwWs:

§2411.14  Time Yimits for filing papers,

&) The time limit for filing a petition
€View Is 20 days from the date the
On or award was served on the
seeking review, However, review
& € requested by a labor organization
:'.‘n hout a prior decision on a negotiability
'SSue subject to section 11(c) (4) of the

may b

RULES AND REGULATIONS

Order, if the agency head or his designee
has not made a decision—

(1) Within 45 days after a party to
the negotiations initiates referral of the
issue for decision, in writing, through
prescribed agency channels; or

(2) Within 15 days after receipt by
the agency head or his designee of a writ-
ten request for such decision following
referral through prescribed agency chan-
nels, or following direct submission if
no agency channels are prescribed.

* * * * -

This revision shall be effective 30 days
after its publication in the FepErRAL
REGISTER.

For the Council.

RoBerT E. HAMPTON,
Chairman.
[FR Doc.71-3785 Filed 3-17-71;8:50 am|

Title 7—AGRICULTURE

Chapter Vili—Agricultural Stabiliza-
tion and Conservation Service
(Agricultural Adjustment), Depart-
ment of Agriculture

SUBCHAPTER C—SPECIAL PROGRAMS

PART 760—INDEMNITY PAYMENT
PROGRAMS

Subpart—Dairy Indemnity Program

The regulations issued by the Depart-
ment of Agriculture which set forth the
terms and conditions under which in-
demnity payments will be made to eligible
dairy farmers whose milk is removed
from the market because of pesticide
residue content (33 PFR. 2497), es
amended (33 F.R. 17341), are hereby
revised to read as follows in order to
extend the effective date of the indemnity
payment program and to incorporate
provisions for making indemnity pay-
ments to manufacturers of dairy prod-
ucts who have been directed to remove
their dairy products from commercial
markets because of pesticide residues.

PrROGRAM OPERATIONS
Sec.
760.1 Administration.
760.2 Definitions.
PAYMENTS TO DAIRY FARMERS

7603 Indemnity payment,

7604 Normal marketings.

760.5 Fair market value.

7606 Information to be furnished.

7607 Other requirements for affected
farmers.

760.8 Application for payment,

PAYMENTS TO MANUFACTURERS

760.11 Payments to manufacturers of dairy
products.

760.12 Application for payment.

760.13 Information to be furnished by
manufacturer,

760.14 Other requirements for affected
manufacturers.

GENERAL PROVISIONS

760.15 Limitation of authority.
760.16 Estates and trusts; minors.
760.17 Appeals.
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Sec.

760.18 Setoffs.

760.19 Overdisbursement.

760.20 Death, incompetency or disappear-
ance.

760.21 Records and inspection thereof,

760.22 Assignment,

760.23 Instructionsand forms.

AvuTHORITY: The provisions of this Part 760
issued pursuant to Public Law 90-484 (82
Stat. 750), as amended, Public Law 91-524
(84 Stat. 1361).

PROGRAM OPERATIONS
§ 760.1 Administration.

This indemnity payment program will
be carried out by ASCS under the direc-
tion and supervision of the Deputy
Administrator. In the field, the program
will be administered by the State and
County Committees.

§ 760.2 Definitions.

For purposes of this subpart, the fol-
lowing terms shall have the meanings
specified:

(a) “Secretary” means the Secretary
of Agricultural of the United States or
any officer or employee of the U.S. De-
partment of Agricultural to whom he
has delegated, or to whom he may here-
after delegate, authority to act in his
stead.

(b) “ASCS"” means the Agricultural
Stabilization and Conservation Service,
U.S. Department of Agriculture.

(c) “Deputy - Administrator” means
the Deputy Administrator, State and
County Operations, ASCS.

(d) “State Committee” means the
Agricultural Stabilization and Conser-
vation State Committee.

(e) “County Committee” means the
Agricultural Stabilization and Conserva-
tion County Committee.

(f) "“Pesticide” means an economic
poison which was registered pursuant to
the provisions of the Federal Insecticide,
Fungicide, and Rodenticide Act, as
amended (7 US.C. 135-135k), and
recommended for use either (1) in Agri-
culture Handbook No. 313 or 331 “Sug-
gested Guide for the Use of Insecticides
to Control Insects Affecting Crops, Live-
stock, Households, Stored Products, and
Forest Products,” or any revision of such
handbooks published by the U.S. Depart-
ment of Agriculture, or (2) by any other
agency of the Federal Government,

(g) “Public agency” means any Fed-
eral, State, or local public regulatory
agency.

(h) “Affected farmer” means a person
who produces whole milk which is re-
moved from the commercial market any
time from January 1, 1964, to June 30,
1973, pursuant to the direction of a
public agency or a milk handler because
of the detection of pesticide residue in
such whole milk by tests made by a pub-
lic agency or under a testing program
deemed adequate for the purpose by a
public agency.

(i) “Affected manufacturer” means a
person who manufactures dairy products
which are removed from the commercial
market any time from November 30,
1970, to June 30, 1973, pursuant to the
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direction of a public agency because of
the detection of pesticide residue in such
dairy products by tests made by a public
agency or under a testing program
deemed adequate for the purpose by a
public agency.

(j) “Milk handler” means the market-
ing agency to or through which the af-
fected dairy farmer marketed his whole
milk at the time he was directed to re-
move his whole milk from the commer-
cial market.

(k) “Person” means an individual,
partnership, association, corporation,
trust, estate or other legal entity.

(1) “Application period” means any
period beginning not earlier than Janu-
ary 1, 1964, and ending not later than
June 30, 1973, during which an affected
farmer's whole milk is removed from the
commercial market pursuant to direction
of a public agency or milk handler for
the reason specified in paragraph (h)
of this section and for which application
for payment is made.

(m) “Pay period” means (1) in the
case of an affected farmer who markets
his whole milk through a milk handler,
the period used by the milk handler in
settling with the affected farmer for his
whole milk, usually biweekly or monthly,
or (2) in the case of an affected farmer
whose commercial market consists of di-
rect retail sales to consumers, a calendar
month.

(n) “Whole milk” means milk as it is
produced by cows.

(0) “Commereial market” means (1)
the market to which the affected farmer
normally delivers his whole milk and
from which it was removed because of
detection therein of pesticide residue, or
(2) the market to which the affected
manufacturer normally delivers his dairy
products and from which they were re-
moved because of detection therein of
pesticide residue.

{p) “Removed from the commercial
market” means (1) produced and de-
stroyed or fed to livestock, (2) produced
and delivered to a handler who destroyed
it or disposed of it as salvage (such as
separating whole milk, destroying the
fat, and drying the skim milk), or (3)
produced and otherwise diverted to other
than the commercial market.

(q) “Payment subject to refund”
means a payment which is made by a
milk handler to an affected farmer, and
which such farmer is obligated to refund
to the milk handler.

PAYMENT TO DAIRY FARMERS
§ 760.3 Indemnity payment.

An indemnity payment will be made to
an affected farmer who is determined
by the County Committee to be in com-
pliance with all the terms and conditions
of this subpart in the amount of the fair-
market value of his normal marketings
for the application period, as determined
in accordance with §§ 760.4 and 760.5,
less (a) any amount he received for
whole milk marketed during the appli-
cation period, and (b) any payment not
subject to refund which he received

RULES AND REGULATIONS

from a milk handler with respect to
whole milk removed from the commer-
cial market during the application
period.

§ 760.4 Normal marketings.

(a) The County Committee shall de-
termine the affected farmer’'s normal
marketings which, for the purposes of
this subpart, shall be the sum of the
guantities of whole milk which such
farmer would have sold in the commer-
cial market in each of the pay periods
in the application period but for the re-
moval of his whole milk from the com-
mercial market ‘because of the detection
of pesticide residue,

(b) Determination of normal market-
ings for each pay period shall be based
upon: (1) If the affected farmer or an-
other person marketed whole milk from
the farm during the period in *he previ-
ous year equivalent to the pay period, the
marketings of whole milk from the farm
during such equivalent period, or (2) if
the affected farmer or another person
did not market whole milk from the farm
during the period in the previous year
equivalent to the pay period, the average
of the affected farmer’s marketings of
whole milk from the farm per pay period
during the 3 months immediately prior
to removal of his whole milk from the
commercial market.

(¢) The base for normal marketings
determined (1) under paragraph (b) (1)
of this section shall be adjusted to reflect
any change in the rate of the affected
farmer’'s whole milk production from the
production of the previous year due to
factors such as changes in herd size both
before and after removal of whole milk
from the commercial market, and
changes in management practices before
such removal, or (2) under paragraph
(b) (2) of this section shall be adjusted
to reflect normal changes in the affected
farmer’s whole milk production during
the pay period due to seasonal factors
affecting production and changes in herd
size.

(d) If only a portion of a pay period
falls within the application period, nor-
mal marketings for such pay period shall
be reduced so that they represent only
that part of such pay period which is
within the application period.

§ 760.5 Fair market value.

(a) The County Committee shall de-
termine the fair market value of the af-
fected farmer's normal marketings,
which, for the purposes of this subpart,
shall be the sum of the net proceeds such
farmer would have received for his nor-
mal marketings in each of the pay pe-
riods in the application period.

(b) The County Committee shall de-
termine the net proceeds the affected
farmer would have received in each of
the pay periods in the application period
(1) in the case of an affected farmer who
markets his whole milk through a milk
handler, by multiplying the affected
farmer’s normal marketings for each
such pay period by the average net price
per hundredweight of whole milk paid
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during the pay period by such farmer's
milk handler in the same area for whole
milk similar in quality and butterfat test
to that marketed by the affected farmey
in the base period used o determine his
normal marketings, or (2) in the case of
an affected farmer whose commercia)
market consists of direct retail sales to
consumers, by multiplying the affecteq
farmer’s normal marketings for each
such pay period by the average net price
per hundredweight of whole milk, as
determined by the County Committee,
which other producers in the same area
who marketed their whole milk through
milk handlers received for whole milk
similar in quality and butterfat test to
that marketed by the affected farmer
during the base period used to determine
his normal marketings.

(¢) In determining the net price for
whole milk, the County Committee shall
deduct from the gross price therefor any
transportation, administrative, and
other costs of marketing which it deter-
mines are normally incurred by the af-
fected farmer but which were not in-
curred because of the removal of his
whole milk from the commercial market.

"§ 760.6 Information to be furnished.

The affected farmer shall furnish to
the County Committee complete and ac-
curate information sufficient to enable
it to make the determinations required
in §§ 760.4 and 760.5. Such information
shall include, but is not limited to:

(a) A copy of the notice from, or other
evidence of action by, the public agency
or milk handler which resulfed in the
removal of the affected farmer’s whole
milk from the commercial market.

(b) The name of the pesticide causing
the removal of his whole milk from the
commercial market, if not included in
the notice or other evidence of action
furnished under paragraph (a) of this
section. :

(¢) A record of the quantity and but-
terfat test of whole milk which he pro-
duced on his farm and marketed, (1) if
the affected farmer is covered by the pro-
visions of § 760.4(b) (1), during each pay
period during the 15 months immediately
prior to the time the whole milk was re-
moved from the commercial market, or
(2) if the affected farmer is covered by
the provision of §760.4(b)(2), during
the 3 months immediately prior to the
removal of his whole milk from the
commercial market. This record shall be
either a certified statement furnished by
the affected farmer’s milk handler, or
such other evidence as the County Com-
mittee determines accurately establishes
the butterfat test and quantity of whole
milk produced and marketed during such
periods. ‘

(d) The number of cows milked dur-
ing each pay period in the application
period, and during the pay periods within
the 3-month period immediately prior {0
the application period. 2

(e) If the affected farmer markets Iis
whole milk through a milk handlm’.‘ﬂv
statement from the milk handler showins
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for each pay period in the application
period, the average price per hundred-
weight of whole milk paid producers _in
tne affected farmer’s area for whole milk
gmilar in quality to that marketed by the
afiected farmer during the base period
used to determine his normal marketings.
f the milk handler has information as
to the transportation, administrative,
and other costs of marketing which are
normally incurred by producers who
market through the milk handler but
which the affected farmer did not incur
pecause of removal of his whole milk
from the market, the average price stated
by the milk handler shall be the average
gross price paid producers less any such
costs. If the milk handler does not have
such information, the affected farmer
shall furnish a statement setting forth
such costs, if any.

(f) The amount of proceeds, if any,
received by the affected farmer from the
marketing of whole milk produced dur-
ing the application period.

(g) The amount of any payments not
subject to refund made to the affected
farmer by the milk handler with respect
to the whole milk produced during the
application period and removed from the
commercial market.

(h) To the extent that such informa-
tion is available to the affected farmer,
the name of any pesticide used on the
farm within 24 months prior to the ap-
plication period, the use made of the
pesticide, the approximate date of such
use, and the name of the manufacturer
and the registration number, if any, on
the label on the container of the
pesticide. ;

(1) To the extent possible, the source
of the pesticide that caused the contami-
nation of the whole milk, and the results
of any laboratory tests on the feed
supply.

() Such other information as the
County Committee may request to enable
them to make the determinations re-
qQuired in this subpart.

§760.7 Other requir

farmers,

ts for affected

An indemnity payment will be made
under this subpart to an affected farmer
only under the following conditions:

(a) If the pesticide contaminating the
milk was used by the affected farmer,
he establishes each of the following:

‘1) That the pesticide, when used, was
registered and recommended for such
use as provided in § 760.2(f) .

(2) That the contamination of his
milk was not the result of his failure to
use the pesticide according to the direc-
tons and limitations stated on the label
of the pesticide: and

(3 That the contamination of his
milk was not otherwise his fault.

(b) If the pesticide contaminating the
?;1;: Was not used by the affected

mer;

(1 He did not know or have reason
10 believe that any feed which he pur-
¢hased and which contaminateq his milk

fz)l}tdained & harmful level of pesticide
icsique,
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(2) None of the milk was produced by
dairy cattle which he knew, at the time
he acquired them, were contaminated by
pesticide residue; and

(3) The contamination of his milk was
not otherwise his fault.

(c) The affected farmer has adopted
practices recommended for eliminating
pesticide residues from his milk as soon
as practicable.

§ 760.8 Application for payment.

The affected farmer or his legal rep-
resentative, as provided in §§760.16 and
760.20, must sign and file an application
for payment on a form which is approved
for that purpose by the Deputy Adminis-
trator. The form must be filed with the
ASCS County Office for the county where
the farm headquarters are located no
later than August 31, 1973, or such later
date as the Deputy Administrator may
specify. The application for payment
shall cover application periods of at
least 28 days, except that, if the entire
application period, or the last application
period, is shorter than 28 days, applica-
tions for payments may be filed for such
shorter period. The application for pay-
ment shall be accompanied by the infor-
mation required by §760.6 as well as
any other information which will enable
the County Committee to determine
whether or not the making of an in-
demnity payment is precluded for any of
the reasons set forth in §760.7. Such
information shall be submitted on such
forms as may be approved for the purpose
by the Deputy Administrator.

PAYMENTS TO MANUFACTURERS

§ 760.11 Payments to manufacturers of
dairy products.

An indemnity payment will be made
to the affected manufacturer who is de-
termined by the Deputy Administrator to
be in compliance with ai the terms and
conditions of this subpart in the amount
of the fair market value of the product
removed from the commercial market
because of pesticide residues, less any
amount the manufacturer receives for
the product in the form of salvage.

§ 760.12 Application for payment.

The affected manufacturer, or his legal
representative, shall file an application
for payment with the Deputy Adminis-
trator, ASCS, Washington, D.C., through
the county office serving the county
where the contaminated product is lo-
cated. The application for payment may
be in the form of a letter or memoran-
dum. Such letter or memorandum, how-
ever, must be accompanied by acceptable
documentation to support such applica-
tion for payment.

§ 760.13 Information to be furnished
by manufacturer.

The affected manufacturer shall fur-
nish the Deputy Administrator, through
the County Committee, complete and ac-
curate information sufficient to enable
him to make the determination as to the
manufacturer’s eligibility to receive an
indemnity payment. Such information
shall include but is not limited to:
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(a) A copy of the notice or other evi-
dence of action by the public agency
which resulted in the product being re-
moved from the commercial market.

(b) The name of the pesticide caus-
ing the removal of the product from
the commercial market and, to the ex-
tent possible, the source of the pesticide.

(¢) A record of the guantity of milk
or butterfat used to produce the product
for which an indemnity payment is
requested.

(d) The identity of any pesticide used
by the affected manufacturer.

(e) Such other information as Deputy
Administrator may request to enable him
to make the determinations required in
this subpart.

§ 760.14 Other requircments for af-
fected manufacturers.

An indemnity payment will be made
under this subpart to an affected manu-
facturer only under the following
conditions:

(a) If the pesticide contaminating
the product was used by the affected
manufacturer, he establishes each of the
following: (1) That the pesticide, when
used, was registered and re¢commended
for such use as provided in § 760.2(f);
(2) that the contamination of his prod-
uct was not the result of his failure to
use the pesticide in accordance with the
directions and limitations stated on the
label of the pesticide; and (3) that the
contamination of his product was not
otherwise his fault.

(b) If the pesticide contaminating the
product was not used by the affected
manufacturer: (1) He did not know or
have reason to believe that the milk
from which the product was processed
contained a harmful level of pesticide
residue; and (2) the contamination of
his product was not otherwise his fault.

GENERAL PROVISIONS
§ 760.15 Limitation of authority.

(a) County executive directors and
State and County Committees do not
have authority to modify or waive any
of the provisions of the regulations in
this subpart.

(b) The State Commitiee may take
any action authorized or required by the
regulations in this subpart to be taken
by the County Committee when such ac-
tion has not been taken by the County
Committee. The State Committee may
also (1) correct, or require a County
Committee to correct, any action taken
by such County Committee which is not
in accordance with the regulations in
this subpart, or (2) require a County
Committee to withhold taking any action
which is not in aceordance with the reg-
ulations in this subpart.

(e) No delegation herein to a State
or County Committee shall preclude the
Deputy Administrator or his designee
from determining any question arising
under the regulations in this subpart or
from reversing or modifying any deter-
mination made by a State or County
Committee,
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§ 760.16 Estates and trusts; minors.

(a) A receiver of an insolvent debtor's
estate and the trustee of a trust estate
shall, for the purposes of this subpart,
be considered to represent an insolvent
affected farmer or manufacturer and the
beneficiaries of a trust, respectively, and
the production of the receiver or trustee
shall be considered to be the production
of the person or manufacturer he repre-
sents. Program documents executed by
any such person will be accepted only if
they are legally valid and such person
has the authority to sign the applicable
documents.

(b) An affected dairy farmer or manu-
facturer who is a minor shall be eligible
for indemnity payments only if he meets
one of the following requirements: (1)
The right of majority has been confer-
red on him by court proceedings or by
statute; (2) a guardian has been ap-
pointed to manage his property and the
applicable program documents are signed
by the guardian; or (3) a bond is fur-
nished under which the surety guaran-
tees any loss incurred for which the
minor would be liable had he been an
adult.

§ 760.17 Appeals.

The Appeal Regulations issued by the
Administrator, ASCS, Part 780 of this
chapter, shall be applicable to appeals
by dairy farmers or manufacturers from
determinations made pursuant to the
regulations in this subpart.

§ 760.18 SetofTs.

(a) If the affected farmer or manu-
facturer is indebted to any agency of the
United States and such indebtedness is
listed on the county debt record, indem-
nity payments due the affected farmer
or manufacturer under the regulations
in this part shall be applied, as provided
in the Secretary’s Setoff Regulations,
Part 13 of this title, to such indebtedness.

(b) Compliance with the provisions of
this section shall not deprive the affected
farmer or manufacturer of any right he
would otherwise have to contest the just-
ness of the indebtedness involved in the
setoff action, either by administrative
appeal or by legal action.

§760.19 Overdisbursement.

If the indemnity payment disbursed
to an affected farmer or to manufacturer
exceeds the amount authorized under
the regulations in this subpart, the af-
fected farmer or manufacturer shall be
personally liable for repayment of the
amount of such excess.

§ 760.20 Death, incompetency or dis-
appearance.

In the case of the death, incompe-
tency, or disappearance of any affected
farmer or manufacturer who is entitled
to an indemnity payment, such payment
may be made to the person or persons
specified in the regulations contained in
Part 707 of this chapter. The person re-
questing such payment shall file Form
ASCS-325, “Application For Payment
of Amounts Due Persons Who Have
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Died, Disappeared, or Have Been De-
clared Incompetent,” as provided in that
part.

§ 760.21 Records and inspection thereof.

(a) The affected farmer, as well as his
milk handler and any other person who
furnishes information to such farmer or
to the County Committee for the purpose
of enabling such farmer. to receive a
milk indemnity payment under this sub-
part, shall maintain any existing books,
records and accounts supporting any in-
formation so furnished for 3 years fol-
lowing the end of the year during which
the application for payment was filed.
The affected farmer, his milk handler
and any other person who furnishes such
information to the affected farmer or to
the County Committee, shall permit
authorized representatives of the De-
partment of Agriculture and the Gen-
eral Accounting Office, during regular
business hours, to inspect, examine and
make copies of such books, records and
accounts. :

(b) The affected manufacturer or any
other person who furnishes information
to the Deputy Administrator for the pur-
poses of enabling such manufacturer to
receive an indemnity payment under
this subpart shall maintain any books,
records, and accounts supporting any in-
formation so furnished for 3 years fol-
lowing the end of the year during which
the application for payment was filed.
The affected manufacturer or any other
person who furnishes such information
to the Deputy Administrator shall per-
mit authorized representatives of the
Department of Agriculutre and the Gen-
eral Accounting Office, during regular
business hours, to inspect, examine, and
make copies of such book, records, and
accounts. :

§ 760.22 Assignment.

No assignment shall be made of any
indemnity payment due or to come due
under the regulations in this subpart.

§ 760.23 Instructions and forms.

The Deputy Administrator shall cause
to be prepared such forms and instruc-
tions as are necessary for carrying out
the regulations in this subpart. Affected
farmers and manufacturers may obtain
the forms and information necessary to
make application for a milk indemnity
payment from the ASCS County Office,

Nore: The reporting and/or recordkeep-
ing requirements contained herein has been
approved by the Office of Management and
Budget in accordance with the Federal Re-
ports Act of 1042,

Effective date: Date of publication
(3-18-T1).

Signed at Washington, D.C., on March
12, 1971,

CARROLL G. BRUNTHAVER,
Acting Administrator, Agricul-
tural Stabilization and Con-
servation Service.

[FR Doc.71-3742 Filed 3-17-71;8:47 am]
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Chapter IX—Consumer and Market.
ing Service (Marketing Agreements
and Orders; Fruits, Vegetables,
Nuts), Department of Agricultyre

[Navel Orange Reg. 230]

PART 907—NAVEL ORANGES
GROWN IN ARIZONA AND DES|G.
NATED PART OF CALIFORNIA

Limitation of Handling
§907.530 Navel Orange Regulation 230,

(a) Findings. (1) Pursuant to the may-
keting agreement, as amended, and Order
No. 907, as amended (7 CFR Part 907,
35 F.R. 16359) , regulating the handling of
navel oranges grown in Arizona ang
designated part of California, effective
under the applicable provisions of the
Agricultural Marketing Agreement Act of
1937, as amended (7 U.S.C. 601-674), and
upon the basis of the recommendations
and information submitted by the Navel
Orange Administrative Committee, es-
tablished under the said amended mar-
keting agreement and order, and upon
other available information, it is hereby
found that the limitation of handling of
such navel oranges, as hereinafter Hro-
vided, will tend to effectuate the declared
policy of the act.

(2) It is hereby further found that it
is impracticable and contrary to the pub-
lic interest to give preliminary notice,
engage in public rule-making procedure,
and postpone the effective date of this
section until 30 days after publication
hereof in the FEDERAL REGISTER (5 U.S.C.
553) because the time intervening be-
tween the date when information upon
which this section is based became avail-
able and the time when this section must
become effective in order to effectuate the
declared policy of the act is insufficient,
and a reasonable time is permitted, under
the eircumstances, for preparation for
such effective time; and good cause exists
for making the provisions hereof effective
as hereinafter set forth, The committee
held an open meeting during the current
week, after giving due notice thereof, to
consider supply and market conditions
for Naval oranges and the need for regu-
lation; interested persons were afrorc_ied
an opportunity to submit information
and views at this meeting; the recom-
mendation and supporting information
for regulation during the period specified
herein were promptly submitted to the
Department after such meeting was held;
the provisions of this section, including
its effective time, are identical with the
aforesaid recommendation of the com-
mittee, and information concerning such
provisions and effective time has been
disseminated among handlers of such
Navel oranges; it is necessary, in order
to effectuate the declared policy of the
act, to make this section effective during
the period herein specified; and compli-
ance with this section will not require any
special preparation on the part of Der-
sons subject hereto which cannot be com-
pleted on or before the effective date
hereof. Such committee meeting Was
held on March 16, 1971,
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() Order. (1) The respective quan-
ities of navel oranges grown in Arizona
and designated part of California which
may be handled during the period
March 19, 1971 through March 25, 1971,
are hereby fixed as follows:

(i) District 1: 852,000 cartons;

(i) District 2: 348,000 cartons;

(i) Distriet 3: Unlimited.

(2) As used in this section, “handled,”
wpistrict 1,” “District 2, “District 3,”
and “carton” have the same meaning
os when used in said amended marketing
asgreement and order.

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C.
801-674)

Dated:
Dated: March 17, 1971,

PauL A. NICHOLSON,
Deputy Director, Fruit and
Vegetable Division, Consumer
and Marketing Service.

|FR Doc.71-3875 Filed 3-17-71;11:35 am]

[Valencla Orange Reg. 339]
PART 908—VALENCIA ORANGES

GROWN IN ARIZONA AND DESIG-

NATED PART OF CALIFORNIA

Limitation of Handling

§908.639
339.

(a) Findings. (1) Pursuant to the
marketing agreement, as amended, and
Order No. 908, as amended (7 CFR Part
908, 35 F.R. 16625), regulating the han-
dling of Valencia oranges grown in Ari-
zona and designated part of California,
effective under the applicable provisions
of the Agricultural Marketing Agreement
Act of 1937, as amended (7 U.S.C. 601-
674), and upon the basis of the recom-
mendations and information submitted
by the Valencia Orange Administrative
Committee, established under the said
amended marketing agreement and or-
der, and upon other available informa-
ton, it is hereby found that the limi-
tation of handling of such Valencia
oranges, as hereinafter provided, will

tend to effectuate the declared policy of
the act.

(2) It is hereby further found that it
s impracticable and contrary to the pub-
lic interest to give preliminary notice,
fngage in public rule-making procedure,
and postpone the effective date of this
section until 30 days after publication
hereof in the FeperaL Recister (5 U.S.C.
533) because the time intervening be-
l?\'gm the date when information upon
Which this section is based became avail-
able and the time when this section must
become effective in order to effectuate
the declared policy of the act is insuffi-
?:c!x’.. and a reasonable time is permitted,
under the circumstances, for preparation
‘or such effective time; and good cause
s for making the provisions hereof

“tuve as hereinafter set forth, The
o amiliee held an open meeéting during
: u current week, after giving due notice
of, to consider supply and market

Oditions for Valencia oranges and the

Valencia Orange Regulation
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need for regulation; interested persons
were afforded an opportunity to submit
information and views at this meeting;
the recommendation and supporting in-
formation for regulation during the pe-
riod specified herein were promptly sub-
mitted to the Department after such
meeting was held; the provisions of this
section, including its effective time, are
identical with the aforesaid recommen-
dation of the committee, and information
concerning such provisions and effective
time has been disseminated among
handlers of such Valencia oranges; it is
necessary, in order to effectuate the de-
clared policy of the act, to make this sec-
tion effective during the period herein
specified; and compliance with this sec-
tion will not require any special prepara-
tion on the part of persons subject hereto
which cannot be completed on or before
the effective date hereof. Such commif-
tee meeting was held on March 16, 1971.

(b) Order. (1) The respective quan-
tities of Valencia oranges grown in Ari-
zona and designated part of California
which may be handled during the period
March 19, 1971 through March 25, 1971,
are hereby fixed as follows:

(i) District 1: Unlimited;

(ii) District 2: Unlimited;

(iii) District 3: 101,278 cartons.

(2) As used in this section, “handler”,
“District 17, “District 2", “District 37,
and “carton” have the same meaning as
when used In said amended marketing
agreement and order.

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C.
601-674)

Dated: March 17, 1971.

PAvL A. NICHOLSON,
Deputy Director, Fruit and
Vegetable Division, Consumer
and Marketing Service.
[FR Doc.71-3876 Filed 3-17-71;11:35 am|

Title 14—AERONAUTICS AND
SPACE

Chapter —Federal Aviation Adminis-
tration, Depariment of Transporiation

[Airworthiness Docket No. 69-WE-12-AD;
Amdt; 30-1174]

PART 39—AIRWORTHINESS
DIRECTIVES

Boeing Model 707 /720 Series Aircraft

Amendment 39-786 (34 F.R., 9748),
AD 69-13-2, as amended hy Amendment
39-800 (34 F.R, 12214), requires inspec-
tion and modification of the rudder hy-
draulic power actuator support fitting.
After the issuance of Amendment 39-800,
a failure of the upper and lower lugs of
the actuator support fitting on the rud-
der occurred approximately 3,600 hours
after the installation of the flanged bush-
ings and 80 hours after the 1,200-hour
inspection prescribed in paragraph (¢)
of AD 69-13-2. A visual inspection had
been performed in this instance. The
manufacturer has issued Revision 5 of
the Service Bulletin No. 2903 in the light
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of this service experience. The agency
has determined that, due to this service
experience, the visual inspection allowed
as one means of accomplishment of par-
agraphs (a) and (¢) of AD-69-13-2,
while providing a reasonable assurance
as to the status of the fleet in general, is
not entirely satisfactory. Therefore, for
aireraft which have already been made
subject to the inspection program pre-
scribed by AD 69-13-2, a more intensive
inspection program requiring ultrasonic
or, with the bushings removed, an eddy
current or dye penetrant inspection of
the support fittings is being established.
Some operators have already initiated
this program as one of the means pro-
vided to accomplish paragraphs (a) and
(¢) of AD 69-13-2. For those aircraft
that have not, since the original effective
date of AD 69-13-2, received any of the
inspections prescribed by that AD, and
which, subsequent to the issuance of this
Amendment, will be placed in service in
air commerce with airworthiness cer-
tificates issued by the FAA, the agency
is requiring that these aircraft receive,
prior to further flight, either an ultra-
soni¢c inspection or, with the bushings
removed, a dye penetrant or eddy current
inspection of the support fittings and,
in addition, the installation of the
flanged aluminum-nickel-bronze bush-
ings per paragraph (b) of this AD.

The terminating action of the AD is
not being amended.

Since a situation exists that requires
immediate adoption of this regulation,
it is found that notice and public pro-
cedure hereon are impracticable and
good cause exists for making this amend-
ment effective upon publication in the
FEDERAL REGISTER (3-18-T1).

In consideration of the foregoing, and
pursuant to the authority delegated to
me by the Administrator (31 F.R. 13697),
§ 39.13 of Part 39 of the Federal Aviation
Regulations, Amendment 39-786 (34 F.R.
9748), AD 69-13-2, as amended by
Amendment 39-800 (34 F.R. 12214), is
further amended by adding new para-
graphs d and e to the subject AD, as
follows:

d. For those ajrcraft that have been pre-
viously inspected per paragraphs (a) and (c)
above, but have not yet been modified by
the replacement of the support fitting per
(¢) as of the effective date of this amend-
ment to AD 69-13<2, as amended, accom=-
plish the following in lieu of the repetitive
inspections required by (a) (3) or (¢) above,
until a new support fitting made of 7075-
T73 material is installed in accordance with
(c), above:

1. Unless accomplished within the last
600 hours' time In service prior to the effec-
tive date of this amendment, within the
next 600 hours’ time in service after the
effective date of this amendment, perform
an ultrasonic inspection or, after removal of
all bushings, a dye penetrant or eddy current
inspection for evidence of cracks in the sup-
port fitting in accordance with Boeing Service
Bulletin 2903, Revisions 5 dated February 3,
1971, or later FAA-approved revision, or an
equivalent method approved by the Chief,
Aircraft Engineering Division, FAA Western
Region.

2. If no cracks are detected, repeat the
inspection of the support fitting per (d) (1)
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at intervals not to exceed 1,200 hours’' time
in service until a new support fitting as
described in (c¢) above, is installed.

3. If cracks are detected and are beyond
rework limits per (a) (1), replace the fitting
prior to further flight per (a) (2), above. On
fittings other than those of 7075-T73 ma-
terial, reinspect per (d) (2).

e. For those aircraft which have neither
been inspected per paragraphs (a) and (c)
above, nor modified by the replacement of
the support fitting per (c¢), as of the effective
date of this amendment to AD 69-13-2, as
amended, accomplish the following in lieu
of the repetitive inspections required by
(a) (8) or (c) above, until a new support
fitting made of 7075-T73 material is installed
in accordance with (c¢), above.

1. Before further flight, remove the flush
steel bushings and inspect the rudder
hydraulic support fitting for cracks using
ultrasonic or eddy current or dye penetrant
inspection techniques in accordance with
Boeing Service Bulletin 2903, Revision 4,
dated June 2, 1969, and Revision 5, dated
February 3, 1971, or later FAA-approved re-
vision, or an equivalent method approved by
the Chief, Aircraft Engineering Dilvision,
Western Region,

2. If cracks are found, either rework the
fitting per (a)(1), above, or replace the
fitting per (a) (2), above, whichever is appli-
cable, before further flight.

3. If no cracks are found, before further
flight install flanged aluminum-nickel-
bronze bushings in the manner described in
(b) above.

4. Reinspect fittings reworked per (e) (2)
or (e)(3), above, at intervals not to exceed
1,200 hours’ time in service in the manner
described in (e) (1), above.

This amendment becomes effective on
March 18, 1971.
(Secs. 313(a), 601, and 603, Federal Aviation
Act of 1958, 49 U.S.C. 1354(a), 1421, and
1423, sec. 6(c), Department of Transporta-
tion Act, 49 U.S.C. 1655(¢c))

Issued in Los Angeles,
March 5, 1971.

Calif.,, on

LEe E. WARREN, .
Acting Director,
FAA Western Region.
[FR Do0¢.71-3752 Filed 3-17-71;8:48 am]

[Docket No. 70-EA-105; Amdt. 39-1173]

PART 39—AIRWORTHINESS
DIRECTIVES

Cleveland Aircraft Products

The Federal Aviation Administration
is amending § 39.13 of Part 39 of the Fed-
eral Aviation Regulations so as to issue
an airworthiness directive applicable to
Cleveland Aircraft Products brake disc
assembly P/N 164-32.

There have been reports of separation
of the brake disc assembly at the weld
area. Since this is a deficiency which can
develop in other assemblies of similar de-
sign, an airworthiness directive is being
issued which will require a repetitive
inspection and replacement where
necessary.

Since a condition exists which requires
expeditious adoption of this amendment,
notice and public procedure herein are

RULES AND REGULATIONS

unnecessary and the amendment may be
made effective in less than 30 days.

In consideration of the foregoing and
pursuant to the authority delegated to
me by the Administrator, 14 CFR 11.89
(31 F.R. 13697), § 39.13 of Part 39 of the
Federal Aviation Regulations is amended
by adding the following new Airworthi-
ness Directive: -

CLEVELAND AIRCRAFT PrODUCTS. Applies to
Cleveland Aircraft Products, Division of
Van Sickle Industries, 6.00-6 wheel/brake
assembly, P/N 3080C/37-200A. Compliance
required as indicated.

To prevent failure of the brake, due to
separation of the brake disc assembly, P/N
164-32, at the weld area, accomplish the fol-
lowing:

(d) Within the next 25 hours In service,
after the effective date of this AD, or within
50 hours since the last brake inspection con-
ducted pursuant to this paragraph, which-
ever comes later, unless the alteration of
paragraph (c) (1) has been accomplished,
perform the following inspection:

Remove brake disc assembly, P/N 164-32,
from the wheel and inspect the weld which
attaches the disc to the cup for cracks, using
a 10-power glass or other FAA approved
equivalent means. If any cracks or other ob-
vious defects are found, replace the disc as-
sembly as Indicated in paragraph (c).

(b) Until the alteration of paragraph
(¢) (1) is accomplished, repeat the procedure
of paragraph (a) each 50 hours in service
after the last inspection,

(c) At next brake overhaul or brake disc
replacement,

(1) Replace brake disc, P/N 164-32, with
one-piece brake disc, P/N 164-32F, in accord-
ance with Cleveland Service Bulletin No. ESB
7000-2, Rev, (A) 251-2, dated January 15,
1971, or equivalent method approved by the
Chief, Engineering and Manufacturing
Branch, FAA Eastern Region, Jamalca, N.Y.
or

(2) If disc, P/N 164-32F, is not available
at the time replacement is necessary, replace
with dise, P/N 164-32, manufactured sub-
sequent to May 23, 1969.

(This wheel and brake assembly installed
on Piper PA-23-250 airplanes among others.)

This amendment is effective March 19,
1971,

(Sec. 313(a), 601 and 603, Federal Aviation
Act of 1958, 49 U.S.C. 1354 (a), 1421, and 1423,

sec. 6(c), Department of Transportation Act,
49 U.S.C. 1655(¢c))

Issued in Jamaica, N.Y., on March 4,
1971.
WAYNE HENDERSHOT,
Acting Director, Eastern Region.

[FR Doc.71-3753 Filed 3-17-71;8:48 am]

[Docket No. 71-EA-37; Amdt. 89-1175]

PART 39—AIRWORTHINESS
DIRECTIVES

DeHavilland Aircraft

The Federal Aviation Administration
is amending § 39.13 of Part 39 of the
Federal Aviation Regulations so as to
amend AD 69-5-1 applicable to DeHavil-
land DHC-6 type airplanes.

As a result of fatigue data compiled
by the manufacturer and reviewed by
this agency, it has been determined that
the 50-hour repetitive inspection of the

FEDERAL REGISTER, VOL. 36, NO. 53—THURSDAY, MARCH

control column subassembly may he re-
laxed to a 100-hour inspection,

Since the foregoing amendment is re-
laxatory in nature, notice ang public
procedure herein are unnecessary anqg the
amendment may be made effective in
less than 30 days.

In consideration of the foregoing ang
pursuant to the authority delegateq i,
me by the Administrator, 14 CFR 1189
(31 F.R. 13697), § 39.13 of Part 39 of the
Federal Aviation Regulations is amenged
by amending AD 69-5-1 as follows:

(1) Amend AD 69-5-1 by deleting the
words and figures “not to exceed 50 hours
time in service” in paragraph (a) and
insert in lieu thereof the words and fig-
ures “not to exceed 100 hours time in
service”.

This amendment is effective March 23,
1971.

(Secs. 313(a), 601 and 603, Federal Aviation
Act of 1958, 49 US.C. 1354(a), 1421, and
1423, sec, 6(c¢), Department of Transportation
Act, 49 U.S.C. 1655(c))

Issued in Jamaica, N.Y., on March 8,
1971.
ROBERT M. BrowN,
Acting Director, Eastern Region.

[FR Doc.71-3754 Filed 3-17-71;8:48 am|

[Alrspace Docket No, 71-SO-1]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES,
CONTROLLED AIRSPACE, AND RE-
PORTING POINTS

Alteration of Contrel Zones and
Transition Area

On February 20, 1971, F.R. Doc.
71-2352 was published in the FEDERAL
REGISTER (36 F.R. 3262), amending Part
71 of the Federal Aviation Regulations
by altering certain control zones, includ-
ing Fort Myers, Fla, and the Miami,
Fla.,, transition area.

In the amendment, reference Wwas
made to Fort Myers, Fla., control zone,
Fort Myers RBN and Tice RBN. Subse-
quent to publication of the rule, it was
determined that diserepancies existed in
the actions pertaining to Fort Myers
and Tice. It is necessary to amend the
rule to delete all references to Fort Myers
and Tice. Since this amendment 15
editorial in nature, notice and public
procedure hereon are unnecessary.

In consideration of the foregm‘nflav
effective immediately, F.R. Doc. 71-2352
is amended as follows: All references {0
“Fort Myers, Fla., Fort Myers REN unc?
Tice RBN” are deleted wherever they
appear.

(Sec. 307(a), Federal Aviation Act of Ii?::?f.
49 U.S.C. 1348(a), sec. 6(c), Department ©
Transportation Act, 49 U.S.C. 1655(c))

Issued in East Point, Ga., on March 5,
1971,
GORDON A. WiLLIAMS, JT.,
Acting Director, Southern Region.
[FR Doc,71-8755 Filed 3-17-71;8:48 am]
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[Airspace Docket No. 71-S0-32]

pART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES,
CONTROLLED AIRSPACE, AND RE-
PORTING POINTS

Alteration of Transition Area

The purpose of this amendment to
part 71 of the Federal Aviation Regula-
tions is to alter the Fort Myers, Fla.,
transition area.

The Fort Myers transition area is de-
seribed in § 71.181 (36 F.R. 2140 and
2085). In the description, reference is
made to the Fort Myers RBN which, in
compliance-with agency policy, requires
aname change to “Tice RBN." Since this
amendment is editorial in nature, no-
tice and public procedure hereon are un-
necessary and action is taken herein to
amend the description accordingly.

In consideration of the foregoing,
Part 71 of the Federal Aviation Regula-
tions is amended, effective 0901 G.m.t.,
May 27, 1971, as hereinafter set forth.

In §71.181 (36 F.R. 2140), the Fort
Myers, Fla., transition area (36 F.R.
2965) is amended K as follows: “* * *
Fort Myers RBN * * *" is deleted and
* Tice RBN * * *" is substituted
therefor.

(Sec. 307(a), Federal Aviation Act of 1958,
49 US.C. 1348(a), 6(c), Department of
Transportation Act, 49 U.S.C. 1655(¢c))

Issued in East Point, Ga., on March 5,
1971,

GorpoN A, WILLIAMS, Jr.,
Acting Director, Southern Region.

[FR Doc.7T1-3756 Filed 3-17-71;8:48 am |

[Alrspace Docket No. 70-EA-78]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES,
CONTROLLED AIRSPACE, AND RE-
PORTING POINTS

Alteration of Transition Area

On page 16595 of the FEDERAL REGISTER
I;»x' October 24, 1970, the Federal Avia-
tion Administration published proposed
regulations which would alter the Sara-
}’{iaquake. N.Y. transition area (35 F.R.
«ad) .

Interested parties were given 30 days
after publication in which to submit
written data or views. No objections to
the proposed regulations have been
received, -

In view of the foregoing, the proposed
regulations are hereby adopted effective
0901 Gm.t., April 29, 1971,

1:(‘0 SOTin). Federal Aviation Act of 1958,
749; 49 U.S.C. 1348, sec. 6(c), De-
ent of Transportation Act, 49 U.S.C.

t
1855 (¢))

Issued in Jamaica. N.Y., on Febru-
ary 26, 1971.

y _WAYNE HENDERSHOT,
Acting Director, Eastern Region.

e'”:\‘me]}d § 71.181 of Part 71 of the Fed-
I]‘“‘é‘ J}Hat;on. Regulations so as to delete
\"Y description of the Saranac Lake,
X, transition area and insert the fol-
OWing in lieu thereof:
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That airspace extending upward from 700
feet above the surface within a 6-mile radius
of the center 44°23'05'' N., 74°12'20"" W, of
Adirondack Airport, Saranac Lake, N.Y;
within 4.5 miles southeast and 9.5 miles
northwest of the Saranac Lake VOR 237°
radial, extending from the VOR to 18.5 miles
southwest of the VOR,

|FR Doc.71-3757 Filed 3-17-71;8:48 am]

[Airspace Docket No. 71-SW-7]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES,
CONTROLLED AIRSPACE, AND RE-
PORTING POINTS

Revocation and Designation of Con-
trol Zones and Alferation of Tran-
sition Area

The purpose of this amendment to Part
71 of the Federal Aviation Regulations is
to alter controlled airspace in the Kil-
leen, Tex., terminal area.

On February 4, 1971, a notice of pro-
posed rule making was published in the
FEDERAL REGISTER (36 F.R. 2404) stating
the Federal Aviation Administration pro-
posed to revoke, designate, and after con-
trolled airspace in the Killeen, Tex.,
terminal area.

Interested persons were afforded an
opportunity to participate in the rule
making through submission of com-
ments. All comments received were
favorable.

In the notice of proposed rule making,
the airspace descriptions of the Killeen,
Tex., control zone and transition area in-
cluded the statement, “excluding that
portion within R-6302A."” As the Federal
Aviation Administration, Houston ARTC
Center, is the controlling agency, the ex-
clusions are unnecessary and are there-
fore deleted from the descriptions.

In consideration of the foregoing, Part
71 of the Federal Aviation Regulations
is amended, effective 0901 G.m.t., May 27,
1971, as hereinafter set forth.

In § 71.171 (36 F.R. 2055), the Killeen,
Tex. (Fort Hood AAF), and Killeen, Tex.
(Robert Gray AAF), control zones are
revoked.

In § 71.171 (36 F.R. 2055), the Killeen,
Tex., control zone is designated as fol-
lows:

KiLLeeN, TEX.

Within a 5-mile radius of Fort Hood AAF
(lat. 31°08'15’* N., long. 97°42’50" W.);
within a 4-mile radius of Killeen Municipal
Airport (lat. 31°05°10"" N., long. 97°41’05"*
W.): within 3 miles each side of the Hood
VOR 219° radial extending from the 4-mile
radius zone to 8 miles southwest of the VOR;
within a 5-mile radius of Robert Gray AAF
(lat. 31°04’20"" N., long. 97°49'45"" W.);
from the Gray RBN (lat. 381°07/18" N.
within 3.5 miles each side of the 341° bearing
long. 97°51'02'* W.) extending from the 5-
mile radius zone to 11 miles north of the
RBN.

In § 71.181 (36 F.R. 2140), the Killeen,
Tex., transition area is amended as fol-
lows:

KiLLeeEN, TeX.

That airspace extending upward from 700

feet above the surface within a 6-mile

radius of Hood AAF (lat. 31°08'15’* N., long.
97°42'50°" W.); within a 7-mile radius of

5211

Robert Gray AAF (lat, 31°04'20"* N., long.
97°49°45* W.); within 9.5 miles west and 5
miles east of the Hood VOR 352° and 172°
radials extending from 2 miles north of the
VOR to 12 miles south of the VOR; within 5
miles southeast and 9.5 miles northwest of
the Hood VOR 219° T (210° M) radial ex-
tending from the VOR to 19 miles southwest
of the VOR; within 3.5 miles each side of the
341° bearing from Gray RBN (lat. 31°07'18"°
N., long. 97°51702"" W.) extending from the
5-mile radius area to 11.5 miles north of the
RBN.

(Sec, 307(a), Federal Aviation Act of 1958,
49 U.S.C. 1348; sec. 6(c¢c), Department of
Transportation Act, 49 U.S.C. 1655(c))

Issued in Forth Worth, Tex., on March
9, 1971.
R. V. REYNOLDS,
Acting Director, Southwest Region.

|FR Doc.71-3759 Piled 3-17-71;8:48 am]

| Airspace Docket No. 71-SW-2]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES,
CONTROLLED AIRSPACE, AND RE-
PORTING POINTS

PART 75—ESTABLISHMENT OF JET
ROUTES AND AREA HIGH ROUTES

Alteration of Federal Airways and Jet
Route Segments

The purpose of these amendments to
Parts 71 and 75 of the Federal Aviation
Regulations is to alter VOR Federal air-
way and jet route segments in the vicinity
cf El Paso, Tex.

The El Paso VORTAC is scheduled to
be relocated during June 1971 to a new
site (lat. 31-48’59'* N., long. 106-16'52""
W.) located approximately 2 miles north
of its present location. Accordingly, ac-
tion is being taken herein to realign the
VOR airway and jet route -segments
which utilize the El Paso VORTAC in
their designation.

Since these amendments are minor in
nature and no substantive change in the
regulations is effected, notice and public
procedure thereon are unnecessary. How-
ever, since it is necessary that sufficient
time be allowed to permit appropriate
changes to be made on aeronautical
charts, these amendments will become
effective more than 30 days after
publication.

In consideration of the foregoing, Parts
71 and 75 of the Federal Aviation Regula-
tions are amended, effective 0901 G.m.t.,
June 24, 1971, as hereinafter set forth.

1. Section 71.123 (36 F.R. 2010) is
amended as follows:

a.In V-66 “El Paso 112° and Hudspeth,
Tex., 281° radials;” is deleted and “El
Paso 109° and Hudspeth 287° radials;” is
substituted therefor,

b. In V-198 “El Paso 112° and Huds-
peth, Tex,, 281° radials;” is deleted and
“El Paso 109° and Hudspeth, Tex., 287°
radials;” is substituted therefor.

c¢. In V-280 “El Paso 069°" is deleted
and “El Paso 070°” is substituted
therefor.

2. In Section 75.100 (36 F.R. 2371) the
text of Jet Route No. 26 is amended by
deleting “El Paso 069°" and substituting
“El Paso 070°” therefor.
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(Sec. 307(a), Federal Aviation Act of 1958,
40 U.S.C. 1348(a), sec. 6(c), Department of
Transportation Act, 49 U.S.C. 1655(c))

Issued in Washington, D.C., on March
10, 1971,
H. B. HELSTROM,
Chief, Airspace and Air
Traffic Rules Division,

| FR Doc.71-3758 Filed 3-17-71;8:48 am|

Title 16—COMMERCIAL
PRACTICES

Chapter —Federal Trade Commission
[Docket No. 8737 o.]

PART 13—PROHIBITED TRADE
PRACTICES

Golden Grain Macaroni Co. and
Paskey DeDomenico

Subpart—Acquiring corporate stock or
assets: § 13.56 Acquiring corporate stock
or assets: 13.5-20 Federal Trade Com-
mission Act.

(Sec. 6, 38 Stat. 721; 15 U.S.C. 48. Interprets
or applies sec. 5, 38 Stat. 719, as amended;
156 U.S.C. 45) [Cease and desist order, Golden
Grain Macaroni Co. et al., San Leandro;
Calif., Docket No, 8737, Jan. 18, 1971]

In the Matter of Golden Grain Macaroni
Co., a Corporation, and Paskey
Domenico, Individually and as an
Officer of Said Corporation.

Order requiring a San Leandro, Calif.,
manufacturer of macaroni and related
paste products to divest within 1 year all
assets of three previously acquired com-
petitors in the Pacific Northwest and
not to acquire for the next 10 years with-
out prior approval of the Federal Trade
Commission all or part of any firm man-
ufacturing macaroni products in the
Pacific Northwest

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

1t is ordered, That respondent, Golden
Grain Macaroni Co., a corporation, and
its officers, directors, agents, representa-
tives, employees, subsidiaries, affiliates,
successors, and assigns, within one (1)
vear from the date this order becomes
final, divest, absolutely and in good faith,
subject to the approval of the Federal
Trade Commission, all stock, assets, or
other interests acquired by Golden Grain
Macaroni Co., or its subsidiaries, in
Porter-Scarpelli Macaroni Co., as a re-
sult of Golden Grain Macaroni Co.’s ac-
quisition of Mission Macaroni Co.

It is further ordered, That respondent
Golden Grain Macaroni Co., a corpora-
tion, and its officers, directors, agents,
representatives, employees, subsidiaries,
affiliates, successors and assigns, within
one (1) year from the date this order
becomes final, divest, absolutely and in
good faith, subject to the approval of
the Federal Trade Commission, all stock,
assets, or other interests, including the
option to purchase additional stock or
other interests, in Major Italian Foods
Co., Inc., as a result of Golden Grain
Macaroni Co.'s acquisition of stock of
Major Italian Foods Co, Inc,

RULES AND REGULATIONS

It is further ordered, That respondent
Golden Grain Macaroni Co., a corpora-
tion, and its officers, directors, agents,
representatives, employees, subsidiaries,
affiliates, successors and assigns, within
one (1) year from the date this order
becomes final, divest, absolutely and in
good faith, subject to the approval of
the Federal Trade Commission, all stock,
assets, or other interests acquired by
Golden Grain Macaroni Co., or its sub-
sidiaries, in Oregon Macaroni Co.

It i3 further ordered, That none of
the stock, assets, properties, rights, or
privileges to be divested be sold or trans-
ferred, directly or indirectly, to any per~
son who is at the time of the divestiture
an officer, director, employee, or agent
of, or under the control or direction of,
Golden Grain Macaroni Co. or any of
its subsidiaries or affiliates, or who owns
or controls, directly or indirectly, more
than one (1) percent of the oustanding
shares of voting stock of Golden Grain
Macaroni Co., or any of its subsidiaries
or affiliates.

It is further ordered, That for a period
of ten (10) years respondent Golden
Grain Macaroni Co. shall cease and de-
sist from acquiring, directly or indirectly,
without prior approval of the Federal
Trade Commission, the whole or any
part of the share capital or other assets
of any corporation engaged in the manu-~
facture of dry paste products within the
Pacific Northwest.

It is jurther ordered, That the initial
decision of the hearing examiner, as
modified, be, and it hereby is, adopted
as the decision of the Commission.

It is further ordered, That respondents
shall, within sixty (60) days from the
date of service of this order and every
sixty (60) days thereafter until diversti-
ture is fully effected, submit to the Com-
mission a detailed report of their actions,
plans, and progress in complying with
the divestiture provisions of this order,
and fulfilling their objectives. All reports
shall include, among other things that
will be from time to fime required, a
summary of all contacts and negotiations
with potential purchasers of the stock,
assets, properties, rights or privileges to
be divested under this order, the identity
of all such potential purchasers, and
copies of all written communications to
and from such potential purchasers.

Issued: January 18, 1971,
By the Commission.*

[sEAL] CHARLES A. ToBIN,
Secretary.

*|FR Doc.71-3773 Flled 3-17-71;8:49 am|

[Docket No. C-1859]

PART 13—PROHIBITED TRADE
PRACTICES

Leon Wolff and Lincoln School of
Practical Nursing

Subpart—Advertising falsely or mis-
leadingly: § 13.15 Business status, ad-
vantages, or connections: 13.15-125 In-
dividual or private business being:

* Commissioner MacIntyre did not partici-
pate,

13.15-125(m) Educational or research
institution; §13.115 Jobs and employ-
ment service; §13.143 Opportunities-:
§ 13.170 Qualities or properties of
product or service: 13.170-35 Educa-
tional, informative, training, Sub.
part—Using misleading name—Vendor:
§ 13.2410 Individual or private busi-
ness being educational, religious or re-
search institution or organization,
(Sec. 6, 38 Stat. 721; 16 U.S.C. 46. Interprets
or applies sec. 5, 38 Stat. 719, as amended:
16 US.C. 45) [Cease and desist order, Leon
Wolff et al,, Los Angeles, Calif., Docket No.
C-1859, Feb. 1, 1971]

In the Matter of Leon Wolff, an Indi-
vidual, Trading and Doing Business
as Lincoln School of Practical
Nursing.

Consent order requiring a Los Angeles,
Calif., individual selling a correspond-
ence course of instruction in practical
nursing to cease representing that com-
pletion of respondent’s course will qualify
a person to perform the functions of, or
be qualified for employment as, a prac-
tical nurse, misrepresenting the training
afforded or the type of employment for
which a trainee will qualify, using the
words “practical nursing” in any of his
promotional material, and failing to
clearly disclose in such material that
persons completing the course need prop-
erly supervised experience.

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

It is ordered, That respondent Leon
Wolifl, an individual trading and doing
business as Lincoln School of Practical
Nursing or under any other name or
names, and respondent’'s representa-
tives, agents, and employees, directly or
through any corporate or other device,
in connection with the advertising, of-
fering for sale, sale or distribution of
courses of instruction in nursing or any
other subject, trade or voeation, in com-
merce, as “commerce” is defined in the
Federal Trade Commission Act, do forth-
with cease and desist from: ‘

A. Representing, directly or by impli-
cation, that: y

1. Persons completing respondent’s
course of instruction in practical nurs-
ing will, by virtue of having completed
said course, have become and will there-
by be proficient and competent in the
performance of the duties and functions
of a practical nurse; )

2. Persons completing respondent’s
course of instruction in practical nursing
will, by virtue of haying completed said
course, have become and will thereby be
a practical nurse; .\

3. Person completing respondent’s
course of instruction in practical nursing
will, by virtue of having completed said
course, have become and will thereby be
qualified for employment as a practical
nurse. !

B. Misrepregenting, in any manner:

1. The training afforded by any of I¢-
spondent’s courses;

2. The nature or type of employment
for which persons completing any of o
spondent’s courses of instruction Wi
thereby be qualified.

\ FEDERAL REGISTER, VOL. 36, NO. 53—THURSDAY, MARCH 18, 1971
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The petition was filed proposing also
that § 1212526 be amended to provide
for the safe use of acrylamide-dimethyl-
aminoethyl methacrylate copolymer as a
retention aid. The petitioner subse-
quently withdrew this request.

Therefore, pursuant to 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), §121.2526(a) (6) is amended by
alphabetically inserting in the list of sub~
stances a new item, as follows:

§ 121.2526 Components of paper and
paperboard in contact with agqueous

and fatty foods,

* o L * Kl
(329 [y Soh
Aralhasiil
List of substances Limitations

. " » L
Acrylamide - metha- For use only as a

crylic acid-maleic retention aid em-
anhydride copoly- ployed prior o

mers containing not
more than 0.2 per-
cent of residual
acrylamide mono-
mer and having an
average nitrogen
content of 149 per-
cent such that a 1
percent by weight
agueous solution
has a minimum vis-
cosity of 600 centi-
poises at 75° F., as
determined by LVG~
series Brookfield
viscometer (or
equivalent) using a
No. 2 spindle at 30
r.p.m.

the sheet-forming
operation in the
manufacture of

paper and paper-
boerd in such an
amount that the
finished paper
and paperboard
will contain the
additive at a level
not in excess of
0.06 percent by
weight of dry fi-
bers in the fin-
ished paper and
paperboard.

.- s

Any person who will be adversely af-
fected by the foregoing order may at any
time within 30 days after its date of pub-
lication in the FeperaL REGISTER file with
the Hearing Clerk, Department of
Health, Education, and Welfare, Room
6-62, 5600 Fishers Lane, Rockville, MD

20852, written objections thereto in quin-
tuplicate. Objections shall show wherein
the person filing will be adversely affected
by the order and specify with particu-
larity the provisions of the order
deemed objectionable and the grounds
for the objections. If a hearing is re-
quested, 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 ac-
companied by a memorandum or brief in
support thereof.

Effective date. This order shall become
effective on its date of publication in the
FEDERAL REGISTER (3-18-T1).

(Sec. 409(c) (1), 72 Stat. 1786; 21 U.S.C. 348
#c) (1))
Dated: March 9, 1971,
R. E. DuGeGaAN,

Acting Associate Commissioner
Jor Compliance.

[FR Doc.71-3733 Filed 3-17-71;8:46 am]

RULES AND REGULATIONS

Title 26—INTERNAL REVENUE

Chapter I—Internal Revenue Service,
Department of the Treasury

SUBCHAPTER A—INCOME TAX
[T.D. 7098]

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

Capitalization of Cosis of Planting and
Developing Citrus Groves

On November 20, 1970, notice of pro-
posed rule making with respect to the
amendment of the Income Tax Regula-
tions (26 CFR Part 1) under section 278
of the Internal Revenue Code of 1954
(relating to capitalization of costs of
planting and developing citrus groves)
to reflect the changes made by section
216 of the Tax Reform Act of 1969 (83
Stat., 573) was published in the FEDERAL
REGISTER (35 F.R. 17844), After consid-
eration of all such relevant matter as
was presented by interested persons re-
garding the rules proposed, the amend-
ment of the regulations as proposed is
hereby adopted, subject to the changes
set forth below:

Paragraph (a) § 1.278-1, as set forth
in paragraph (1) of the notice of pro-
posed rule making, is changed by revising
subparagraph (1) (i), (2) (ii), and (3) (ii),
and by adding a new subdivision (iii) to
subparagraph (2).

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

[sEarLl RanpoLPH W. THROWER,
Commissioner,

Approved: March 12, 1971.

JoHN S. NOLAN,
Acting Asistant Secretary
of the Treasury.

In order fo conform the Income Tax
Regulations (26 CFR Part 1) under sec-

tion 278 of the Internal Revenue Code
of 1954 to section 216 of the Tax Return
Act of 1969 (83 Stat. 573), such regula-
tions are amended as follows:

ParacraPH 1. There are inserted im-
mediately after § 1.275-1 the following
new sections:

§ 1.278 Statutory provisions; capital ex-
penditures incurred in planting and
developing citrus groves.

SEC. 276. Capital expenditures incurred in
planting and developing citrus groves—(a)
General rule. Except as provided in subsec-
tion (b), any amount (allowable as a deduc-
tion without regard to this section), which
it attributable to the planting, cultivation,
maintenance, or development of any citrus
grove (or part thereof), and which is in-
curred before the close of the fourth taxable
year beginning with the taxable year in which
the trees were planted, shall be eharged to
capital account, For purposes of the preced-
ing sentence, the portion of a citrus grove
planted in 1 taxable year shall be treated
separately from the portion of such grove
planted in another taxable year,

(b) Ezceptlions, Subsection (a) shall not
apply to amounts allowable as deductions
(without regard to this section), and at-
tributable to a citrus grove (or part thereof)
which was:

FEDERAL REGISTER, VOL: 36, NO. 53—THURSDAY, MARCH

-ment fees, frost protection,

(1) Replanted after having been lost or
damaged (while In the hands of the fax.
payer), by reason of freeze, disease, drought
pests, or casualty, or -

(2) Planted or replanted prior to the en-
actment of this section.

[Sec. 278 as added by sec¢, 216, Tax Reform
Act 1969 (83 Stat. 573) ]

§ 1.278-1 Capital expenditures incurred
in planting and developing citrys
groves.

(a) General rule. (1) (i) For taxable
years beginning after December 31, 1969,
and except as provided in subparagraph
(2) (i) of this paragraph and paragraph
(b) of this section, there shall be chargeq
to capital account any amount (alloy-
able as a deduction without regard to
section 278 of this section) which is at-
tributable to the planting, cultivation
maintenance, or development of any cit-
Tus grove (or part thereof), and which
is incurred before the close of the fourth
taxable year beginning with the taxable
vear in which the trees were planted.
For purposes of section 278 and this sec-
tion, such an amount shall be considered
as “incurred” in accordance with the
taxpayer's regular tax accounting meth-
od used in reporting income and expenses
connected with the eitrus grove opera-
tion. For purposes of this paragraph, the
portion of a citrus grove planted in one
taxable year shall be treated separately
from the portion of such grove planted
in another taxable year.

(ii) The provisions of this subpara-
graph may be illustrated by the follow-
ing examples:

Ezxample (1). T, a fiscal year taxpayer
plants a citrus grove 5 weeks before the
close of his taxable year ending in 1971. T is
required to capitalize any amount (allow-
able as a deduction without regard to sec-
tion 278 or this section) attributable to the
planting, cultivation, maintenance, or de-
velopment, of such grove until the close of
his taxable year ending in 1974,

Example (2). Assume the same facts as
in example (1), except that T plants one
portion of such grove 5 weeks before the
close of his taxable year ending in 1971 and
another portlon of such gr e at the begin-
ning of his taxable year ending in 1972. The
required capitalization period for exapenses
attributable to the first portion of such
grove shall run until the close of T's iax-
able year ending in 1974, The required
capitalization period for expenses attribut-
able to the second portion of such grove
shall run until the close of T's taxable year
ending in 1975.

(2) 1) For purposes of section 278
and this section a “citrus grove” is de-
fined as one or more trees of the rué
family, often thorny and bearing large
fruit with hard, usually thick peel and
pulpy flesh, such as the orange, grape-
fruit, lemon, lime, citron, tangelo, and
tangerine,

(ii) An amount attributable to the
cultivation, maintenance, or development
of a citrus grove (or part thereof) sl}?“
include, but shall not be limited fo, l:'lflf
following developmental or culturd
practices expenditures: Irrigation, cui
tivation, pruning, fertilizing, manaset-

Spraying,
and upkeep of the citrus grove. The pro-
visions of section 278(a) and this I-)mr‘(;r
graph shall apply fo expenditures

18, 1971




fertilizer and related materials notwith-
standing the provisions of section 180,
but shall not apply to expenditures at-
iributable to real estate taxes or interest,
to soil and water conservation expendi-
tures allowable as a deduction under
section 175, or to expenditures for clear-
ing land allowable as a deduction under
section 182. Further, the provisions of
section 278(a) and this paragraph apply
only to expenditures allowable as deduc-
tions without regard to section 278 and
have no application to expenditures
otherwise chargeable to capital account,
such as the cost of the land and prepara-
tory expenditures incurred in connection
with the citrus grove,

dii) For purposes of section 278 and
this section, a citrus tree shall be con-
sidered to be “planted” on the date on
which the tree is placed in the perma-
nent grove from which produection is
expected.

(3) (i) The period during which ex-
penditures described in section 278(a)
and this paragraph are required to be
capitalized shall, once determined, be
unaffected by a sale or other disposition
of the citrus grove. Such period shall,-in
all cases, be computed by reference to
the taxable years of the owner of the
grove at the time that the citrus trees
were planted. Therefore, if a citrus grove
subject to the provisions of section 278 or
this paragraph is sold or otherwise trans-
ferred by the original owner of the grove
before the close of his fourth taxable
vear beginning with the taxable year in
which the trees were planted, expendi-
tures deseribed in section 278(a) or this
paragraph made by the purchaser or
other transferee of the citrus grove from
the date of his acquisition until the close
of the original holder’s fourth such tax-
able year are required to be capitalized.

(ii) The provisions of this subpara-
graph may be illustrated by the following
example:

Ezample. T, a fiscal year taxpayer, plants
8 citrus grove at the beginning of his tax-
able year ending in 1971. At the beginning
of his taxable year ending in 1972, T sells
the grove to X. The required period during
which expenditures described in sectfon 278
(8) are required to be capitalized runs from
the date on which T planted the grove until
the end of T's taxable year ending in 1974.
Ther_emre. X must capitalize any such ex-
genduures incurred by him from the time
~_A'f' purchased the grove from T until the end
of T's taxable year ending in 1974,

(b) Ezceptions. (1) Paragraph (a) of
this section shall not apply to amounts
allowaple as deductions (without regard
to section 278 or this section) and attrib-
u‘ga_nle to a citrus grove (or part thereof)
;"“'.-Ch Is replanted by a taxpayer after
1)mmg been lost or damaged (while in
l.‘w hands of such taxpayer) by reason
of freeze, disease, drought, pests, or
casualty,

(2) G
o ;' (1) Paragraph (a) of this section
shall not apply to amounts allowable as
feductions (without regard to section
;'8‘9? this section), and attributable to

Ciirus grove (or part thereof) which

Was planted or re =
tember 30, 1969, RIMEC. D s R
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(ii) The provisions of this subpara-
graph may be illustrated by the follow-
ing examples:

Ezample (1). T, a fiscal year taxpayer with
a taxable year of July 1, 1989, through
June 380, 1970, plants a citrus grove on
August 1, 1969. Since the grove was planted
prior to December 30, 1969, no expenses in-
curred with respect to the grove shall be
subject to the provisions of paragraph (a).

Ezample (2), Assume the same facts as in
example (1), except that T plants the grove
on March 1, 1970. Since the grove was plant-
ed after December 30, 1969, all amounts
allowable as deductions (without regard to
section 278 or this section) and attributable
to the grove shall be subject to the provi-
sions of paragraph (a). However, since para-
graph (a) applies only fo taxable years be-
ginning after December 31, 1969, T must
capitalize only those amounts incurred dur-
ing his taxable years ending in 1971, 1972,
and 1973.

[FR Doc.71-8781 Filed 3-17-71;8:50 am]

[TD. 7097]

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

Election Relating to Crop Insurance
Proceeds

On December 3, 1970, notice of pro-
posed rule making with respect to the
amendment of the Income Tax Regula-
tions (26 CFR Part 1) under section
451 of the Internal Revenue Code of
1054 (pertaining to elections relating to
crop insurance proceeds) to reflect the
changes made by section 215 of the Tax
Reform Act of 1969 (83 Stat. 573) was
published in the FEDERAL REGISTER (35
F.R. 18389). After consideration of all
such relevant matter as was presented
by interested persons regarding the rules
proposed, the amendment of the regula-
tions as proposed is hereby adopted,
subject to the changes set forth below:

Paragraph (b) of §1.451-6, as set
forth in paragraph 2 of the notice of pro-
posed rule making, is revised.

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

[sEar] RanpvorrH W. THROWER,
Commissioner of Internal Revenue.

Approved: March 12, 1971,

JouN S. NOLAN,
Acting Assistant Secretary
of the Treasury.

In order to conform the Income Tax
Regulations (26 CFR Part 1) under sec-
tion 451(d) of the Internal Revenue Code
of 1954 to section 215 of the Tax Reform
Act of 1969 (83 Stat. 573), such regula-
tions are amended as follows:

ParacrarH 1. Section 1.451 is amended
by adding a new subsection (d) to sec-
tion 451 and by revising the historical
note. These amended and added provi-
sions read as follows:

§ 1.451 Stamtory provisions; general
rule for taxable year of inclusion.
8Sec. 451. General rule for tazable year of
inclusion, * * *
(d) Special rule for crop insurance pro-
ceeds. In the case of insurance proceeds
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received as a result of destruction or damage
to crops, a taxpayer reporting on the cash
recelpts and disbursements method of
accounting may elect to include such pro-
ceeds In income for the taxable year follow-
ing the taxable year of destruction or
damage, if he establishes that, under his
practice, income from such erops would have
been reported in a following taxable year. An
election under this subsection for any tax-
able year shall be made at such time and in
such manner as the Secretary or his delegate
prescribes.

[Sec. 4561 as amended by sec. 313(b), Social
Security Amendments, 19656 (79 Stat, 382);
by sec. 215, Tax Reform Act, 1969 (83 Stat.
673) ]

Par. 2. There is inserted immediately
after § 1.451-5 the following new section:

§ 1.451-6  Election to include crop in-
surance proceeds in gross income in
the taxable year following the tax-
able year of destruction or damage.

(a) In general. (1) For taxable years
ending after December 30, 1969, a tax-
payer reporting gross income on the cash
receipts and disbursements method of
accounting may elect to include insur-
ance proceeds received as a result of the
destruction of, or damage to, crops in
gross income for the taxable year follow-
ing the taxable year of such destruction
or damage, if the taxpayer establishes
that, under his normal business practice,
the income from such crops would have
been included in gross income for any
taxable year following the taxable year
of such destruction or damage. However,
if the taxpayer receives such insurance
proceeds in the taxable year following
the taxable year of such destruction or
damage, then he shall include such pro-
ceeds in gross income for the taxable
year of receipt without having to make
an election under section 451(d) and this
section. .

(2) In the case of a taxpayer who
receives insurance proceeds as a result
of the destruction of, or damage to, two
or more specific crops, if such proceeds
may, under section 451(d) and this sec-
tion, be included in gross income for the
taxable year following the taxable year
of such destruction or damage, and if
such taxpayer makes an election under
section 451(d) and this section with
respect to any porfion of such proceeds,
then such election will be deemed to cover
all of such proceeds which are attribut-
able to crops representing a single trade
or business under section 446(d). A sep-
arate election must be made with respect
to insurance proceeds attributable to
each crop which represents a separate
trade or business under section 446(d),

(b) (1) Time and manner of making
election. The election to include in gross
income insurance proceeds received as a
result of destruction of, or damage to,
the taxpayer’s crops in the taxable year
following the taxable year of such de-
struction or damage shall be made by
means of a statement attached to the
taxpayer's return (or an amended re-
turn) for the taxable year of destruction
or damage. The statement shall include
the name and address of the taxpayer
(or his duly authorized representative),
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and shall set forth the following
information:

(i) A declaration that the taxpayer is
making an election under section 451(d)
and this section;

(ii) Identification of the specific crop
or crops destroyed or damaged;

(iii) A declaration that under the tax-
payer’s normal business practice the in-
come derived from the crops which were
destroyed or damaged would have been
included in this gross income for a tax-
able year following the taxable year of
such destruction or damage;

(iv) The cause of destruction or dam-
age of crops and the date or dates on
which such destruction or damage
occurred;

(v) The total amount of payments re-
ceived from insurance carriers, itemized
with respect to each specific crop and
with respect to the date each payment
was received;

(vi) The name(s) of the insurance
carrier or carriers from whom payments
were received.

(2) Scope of election. Once made, an
election under section 451(d) is binding
for the taxable year for which made un-
less the district director consents to a
revocation of such election. Requests for
consent to revoke an election under sec-
tion 451(d) shall be made by means of a
letter to the district director for the dis-
trict in which the taxpayer is required
to file his return, setting forth the tax-
payer's name, address, and identification
number, the year for which it is desired
to revoke the election, and the reasons
therefor.

[FR Doc.71-3780 Filed 3-17-71;8:49 am]

SUBCHAPTER C—EMPLOYMENT TAXES
[T.D. 7096]

PART 31—EMPLOYMENT TAXES; AP-
PLICABLE ON AND AFTER JAN-
UARY 1, 1955

Voluntary Withholding Agreements

On January 1, 1971, notice of proposed
rule making with respect to the amend-
ment of the Employment Tax Regula-
tions (26 CFR Part 31) under sections
3401, 3402, 6011, and 6302 of the Internal
Revenue Code of 1954 to conform to the
portion of section 805(g) to the Tax
Reform Act of 1969 (83 Stat. 708), relat-
ing to voluntary withholding agreements
under new subsection (p) (1) of section
3402 of the Code, was published in the
FEDERAL REGISTER (36 F.R. 20) . After con-
sideration of all such relevant matter
as was presented by interested persons
regarding the rules proposed, the amend-~
ment of regulations as proposed is hereby
adopted, subject to the changes set forth
below:

PARAGRAPH 1, Paragraph (b)(1) of
§ 31.3402(p) ~1, as set forth in paragraph
3 of the notice of proposed rule making,
is revised,

PAr, 2. In lieu of the amendments to
paragraph (a) of § 31.6302(c)~-1, as set
forth in paragraph 5 of the notice of
proposed rule making, such paragraph
is amended by revising subdivisions (iii)
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and (iv) of subparagraph (1), by revis-
ing the heading and subdivisions (ii) and
(iii) of subparagraph (2), and by revis-
ing subdivision (iii) of subparagraph
(3) thereof.

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

[sEAL] RanpvorrH W. THROWER,
Commissioner of Internal Revenue.

Approved: March 12, 1971,

JOHN S. NOLAN,
Acting Assistant Secretary
of the Treasury.

In order to conform the Employment
Tax Regulations (26 CFR Part 31) under
sections 3401, 3402, 6011, and 6302 of the
Internal Revenue Code of 1954 to the
portion of section 805(g) of the Tax
Reform Act of 1969 (83 Stat. 708) relat-
ing to new subsection (p) (1) of section
3402 of the Code, such regulations are
amended as follows:

ParacrArH 1, Section 31.3401(a)-2 is
amended by adding a new paragraph
(a) (4). This added provision reads as
follows:

§ 31.3401 (a)~2 Exclusions from wages.

(a) In general. * * *

(4) For provisions relating to pay-
ments with respect to which a voluntary
withholding agreement is in effect,
which are not defined as wages in sec-
tion 3401(a) but which are nevertheless
deemed fo be wages, see §§ 31.3401(a)-3
and 31.3402(p)-1.

» . > - -

Par. 2. The following new section is
added immediately after § 31.3401(a)-2.

§ 31.3401(a)-3 Amounts deemed wages
under voluntary withholding agree-
ments,

(a) In general. Notwithstanding the
exceptions to the definition of wages
specified in section 3401(a) and the regu-
lations thereunder, the term “wages”
includes the amounts described in para-
graph (b) (1) of this section with respect
to which there is a voluntary withhold-
ing agreement in effect under section
3402(p). References in this chapter to
the definition of wages contained in sec-
tion 3401(a) shall be deemed to refer
also to this section (§ 31.3401(a)-3).

(b) Remuneration for services. (1)
Except as provided in subparagraph (2)
of this paragraph, the amounts referred
to in paragraph (a) of this section in-
clude any remuneration for services
performed by an employee for an em-
ployer which, without regard to this
section, does not constitute wages under
section 3401(a). For example, remuner-
ation for services performed by an agri-
cultural worker or a domestic worker in
a private home (amounts which are
specifically excluded from the definition
of wages by section 3401(a) (2) and (3),
respectively) are amounts with respect
to which a voluntary withholding agree-
ment may be entered into under section
3402(p). See §§ 31.3401(c)-1 and 31.3401
(d)-1 for the definitions of “employee”
and “employer”.

(2) For purposes of this paragraph,
remuneration for services shall not in-

clude amounts mnot subject to wity.
holding under §31,3401(a)-1(b)(12)
(relating to remuneration for services
performed by a permanent resident of
the Virgin Islands), §31.3401(a)-2(p)
(relating to fees paid to a public official),
section 3401(a) (5) (relating to remuner.
ation for services for foreign governmen
or international organization), section
3401(a) (8) (B) (relating to remunera-
tion for services performed in a posses-
sion of the United States (other than
Puerto Rico) by citizens of the Uniteq
States), section 3401(a)(8)(C) (relat-
ing to remuneration for services per-
formed in Puerto Rico by citizens of the
United States), section 3401(a) (11) (re-
lating to remuneration other than in
cash for service not in the course of em-
ployer’s trade or business), section 3401
(a) (12) (relating to payments from orto
certain tax-exempt trusts, or under or to
certain annuity plans or bond purchase
plans), section 3401(a) (14) (relating to
group-term life insurance), section 3401
(a) (15) (relating to moving expenses),
or section 3401(a) (16) (A) (relating to
tips paid in any medium other than
cash) .,

PAR. 3. The following new sections are
added immediately after § 31.3402(0)-1,

§ 31.3402(p) Statutory provisions: in-
come tax collected at source: volun-
tary withholding agreements.

Sec. 3402. Income tax collected at
sousce. & v

(p) Voluntary withholding agreements.
The Secretary or his delegate is authorized
by regulations to provide for withholding—

(1) From remuneration for services per-
formed by an employee for his employer
which (without regard to this subsection)
does not constitute wages, and

(2) From any other type of payment with
respect to which the Secretary or his dele-
gate finds that withholding would be appro-
priate under the provisions of this chapter,
if the employer and the employee, or in the
case of any other type of payment the per-
son making and the person receiving the
payment, agree to such withholding. Such
agreement shall be made in such form and
manner as the Secretary or his delegate may
by regulations provide. For purposes of this
chapter (and so much of subtitle F as relates
to this chapter) remuneration or other pay-
ments with respect to which such agreement
is made shall be treated as if they were wages
paid by an employer to an employee 1o the
extent that such remuneration is paid or
other payments are made during the period
for which the agreement is in effect.

[Sec. 3402(p) as added by sec. 805(g), Tax
Reform Act of 1969 (83 Stat. 708) |

§ 31.3402(p)-1 Voluntary withholding
agreements.

(a) In general. An employee and his
employer may enfer into an _agree““’}“
under section 3402(p) to provide for the
withholding of income tax upon pay-
ments of amounts deseribed in paragraph
(b) (1) of § 31.3401(a)-3, made after De-
cember 31, 1970. An agreement may be
entered into under this section only with
respect to amounts which are includible
in the gross income of the employee un-
der section 61, and must be applicable
to all such amounts paid by the emplover
to the employee. The amount to be with-
held pursuant to an agreement under
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section 3402(p) shall be determined un-
ger the rules contained in section 3402
and the regulations thereunder.

(b) Form and duration of agreement.
(1)(i) Except as provided in subdivision
i) of this subparagraph, an employee
who desires to enter info an agreement
under section 3402(p) shall furnish his
employer with Form W-4 (withholding
exemption certificate) executed in ac-
cordance with the provisions of section
3402(f) and the regulations thereunder.
The furnishing of such Form W-4 shall
constitute a request for withholding.

(iiy In the case of an employee who
desires to enter into an agreement under
section 3402(p) with his employer, if the
employee performs services (in addition
to those to be the subject of the agree-
ment) the remuneration for which is
subject to mandatory income tax with-
holding by such employer, or if the em-
ployee wishes to specify that the agree-
ment terminate on a specific date, the
employee shall furnish the employer with
a request for withholding which shall be
signed by the employee, and shall con-
tain—

(@) The name, address, and social se-
curity number of the employee making
the request,

(b) The name and address of the
employer,

(c) Astatement that the employee de-~
sives withholding of Federal income tax,
and

(d) If the employee desires that the
agreement terminate on a specific date,
the date of termination of thé agreement.

If accepted by the employer as provided
in subdivision (iii) of this subparagraph,
the request shall be attached to, and con-
stitute part of, the employee’s Form W-4.
An employee who furnishes his employer
& request for withholding under this sub-
division shall also furnish such employer
with Form W-4 if such employee does not
already have a Form W-4 in effect with
such employer,

(iil) No request for withholding under
section 3402(p) shall be effective as an
acreement between an employer and an
employee until the employer accepts the
request by commencing to withhold from
the amounts with respect to which the re-
quest was made,

(2) An agreement under section 3402
(p) shall be effective for such period as
the employer and employee mutually
agree upon. However, either the employer
or the employee may terminate the
agreement prior to the end of such pe-
Tiod by furnishing a signed written no-
lice to the other, Unless the employer
and employee agree to an earlier termi-
nation date, the notice shall be effec-
Uve with respect to the first payment
of an amount in respect of which the
4éreement is in effect which is made on
or after the first “status determination
date” (January 1, May 1, July 1, and
?ctober 1 of each year) that occurs at
cast 30 days after the date on which the
hotice is furnished. If the employee ex-
tcutes a new Form W-4, the request upon

v

“hich an agreement under section 3402
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(p) is based shall be attached to, and
constitute a part of, such new Form W-4.

Par. 4. Section 31.6011(a)—4 is amended
by revising paragraph (a) thereof to read
as follows:

§ 31.6011(a)=4 Returns of income tax
withheld from wages,

(a) In general. (1) Except as other-
wise provided in subparagraph (3) of
this paragraph and in § 31.6011(a)-5,
every person required to make a return
of income tax withheld from wages pur-
suant to section 1622 of the Internal
Revenue Code of 1939 for the calendar
quarter ended December 31, 1854, shall
make a return for each subsequent cal-
endar quarter (whether or not wages are
paid therein) until he has filed a final
return in accordance with § 31.6011
(a)-6. Except as otherwise provided in
subparagraph (3) of this paragraph and
in § 31.6011¢a)-5, every person not re-
quired to make a return for the calendar
quarter ended December 31, 1954, shall
make a return of income tax withheld
from wages pursuant to section 3402 for
the first calendar quarter thereafter in
which he is required to deduct and with-
hold such tax and for each subsequent
calendar quarter (whether or not wages
are paid therein) until he has filed a
final return in accordance with § 31.6011
(a)-6, Except as otherwise provided in
subparagraph (2) or (3) of this para-
graph, Form 941 is the form prescribed
for making the return required under
this paragraph.

(2) Form 942 is the form prescribed
for making the feturn required under
subparagraph (1) of this paragraph with
respect to income tax withheld, pursuant
to an agreement under section 3402(p),
from wages paid for domestic service in
a private home of the employer not on a
farm operated for profit. The preceding
sentence shall not apply in the case of
an employer who has elected under para-
graph (a)(3) of §31.6011(a)-1 to use
Form 941 as his return with respect to
such payments for purposes of the Fed-
eral Insurance Contributions Act.

(3) Every person shall make a return
of income tax withheld. pursuant to an
agreement under section 3402(p), from
wages paid for agricultural labor for the
first calendar year in which he is re-
quired (by reason of such agreemgnt) to
deduct and withhold such tax and for
each subsequent calendar year (whether
or not wages for agricultural labor are
paid therein) until he has filed a final
return in accordance with § 31.6011
(a)-6. Form 943 is the form prescribed
for making the return required under
this subparagraph,

- - - - -

PAR, 5. Paragraph (a) of §31.6302
(¢)-1 is amended by revising subdivi-
sions (iii) and (iv) of subparagraph (1),
by revising the heading and subdivisions
(ii) and (iii) of subparagraph (2), and
by revising subdivision (iii) of subpara-
graph (3) thereof. These revised provi-
sions read as follows:
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§ 31.6302(c)=1 Use of Government de-
positaries in connection with taxes
under Federal Insurance Contribu-
tions Act and income tax withheld.

(a) Requirement—(1) In General, * * *

(iii) As used in subdivisions (i) and
(ii) of this subparagraph, the term
“taxes” means—

(a) The employee tax withheld under
section 3102.

(b) The employer tax under section
3111, and

(¢) The income tax withheld under
section 3402,

exclusive of taxes with respect to wages
for domestic service in a private home of
the employer or, if paid before Febru-
ary 1, 1971, wages for agricultural labor.
In addition, with respect to wages paid
after December 31, 1970, and before
April 1, 1971, for agricultural labor, any
taxes described in subparagraph (2) (ii)
of this paragraph which are not required
under such paragraph to be deposited,
and any income tax withheld under sec-
tion 3402 with respect to such wages,
shall be deemed to be “taxes” on and
after April 1, 1971,

(iv) If the aggregate amount of taxes
reportable on a return (other than a
return on Form 942) for a return period
exceeds the total amount deposited by
the employer pursuant to subdivision (i)
or (ii) of this subparagraph for such
return period (a) by $200 or more in
the case of a return period which ends
after December 31, 1970, or (b) by more
than $100 in the case of a return period
which ends before January 1, 1971, the
employer shall, on or before the last day
of the first calendar month following
the return period, deposit with a Federal
Reserve bank or authorized commercial
bank an amount equal to the amount by
which the taxes reportable on the return
exceed the total deposits (if any) made
pursuant to subdivision (i) or (ii) of this
subparagraph for such period. As used
in this subdivision, the term “taxes”
shall have the meaning assigned to such
term in subdivision (iii) of this subpara-
graph, except that the term shall include
the taxes referred to in (@), (b), and (¢)
of such subdivision (iii) of this subpara-
graph with respect to any wages for
domestic service in a private home of
the employer which the employer elects
to report on a quarterly return other
than a quarterly return made on Form
942,

(2) Wages paid before April 1 1971,
with respect to agricultural labor.* * *

(ii) Regquirement for taxes with re-
spect to wages paid after December 31,
1955, and before April 1, 1971. Except
as provided in paragraph (b) of this sec-
tion, if during any calendar month other
than December, after December 31, 1955,
and before April 1, 1971, the aggregate
amount of—

(a) The employee tax withheld under
section 3102 during such month with
respect to wages for agricultural labor,
plus any such employee tax which was
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previously withheld in the same calendar
year with respect to such wages but
which was neither deposited nor re-
quired to be deposited on or before the
last day of such month, and

(b) The employer tax under section
3111 for such month with respect to
wages for agricultural labor, plus any
such employer tax, which was neither
deposited nor required to be deposited
on or before the last day of such month,
for any prior month of the same calen-
dar year with respect to wages for
agricultural labor, !

exceeds $100 in the case of an employer,
such employer shall deposit such aggre-
gate amount within 15 days after the
close of such calendar month with a Fed-
eral Reserve bank or authorized
commercial bank.

(iii) Additional requirement for 1968,
1969, and 1970. If the aggregate amount
of taxes reportable on a return on Form
943 for calendar year 1968, 1969, or 1970,
exceeds by more than $100 the total
amount deposited by the employer pur-
suant to subdivision (ii) of this sub-
paragraph for such calendar year, the
employer shall, on or before the last day
of the first calendar month following the
period for which the return is required
to be filed, deposit with a Federal Re-
serve bank or authorized commercial
bank an amount equal to the amount
by which the taxes reportable on the
return exceed the total deposits (if any)
made pursuant to subdivision (ii) of this
subparagraph for such calendar year.

(3) Depositary forms. * * *

(iii) Deposits for 1968 and subsequent
years. Each remittance of amounts re-
quired to be deposited under subpara-
graph (1) of this paragraph for periods
subsequent to 1967 shall be accompanied
by a PFederal Tax Deposit, Withheld In-
come and FICA Taxes, form (Form 501),
or the Federal tax deposit form applica-
ble to FICA taxes and withheld income
taxes with respect to agricultural work-
ers (Form 511), or both, as the case may
be. Each remittance of amounts required
to be deposited under subparagraph (2)
of this paragraph for years subsequent to
1967 and before 1971 and for January,
February, and March 1971 shall be ac-
companied by the Federal tax deposit
form applicable to FICA taxes with re-
spect to agricultural workers (Form
511). Such forms shall be prepared in
accordance with- the instruefions ap-
plicable thereto. The remittance, to-
gether with the required form or forms,
shall be forwarded to a Federal Reserve
bank or, at the election of the employer,
to a commercial bank authorized in ac-
cordance with Treasury Department
Circular No. 1079, 31 CFR Part 214, to
accept remittances of the taxes for trans-
mission to a Federal Reserve bank. The
timeliness of the deposit will be deter-
mined by the date the deposit is received
(or is deemed received under section 7502
(e)) by a Federal Reserve bank or by
the authorized commercial bank, which-
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ever is earlier. Each employer making
deposits pursuant to this section shall
report on the return for the period with
respect to which such deposits are made
information regarding such deposits in
accordance with the instructions appli-
cable to such return and pay therewith
(or deposit by the due date of such re-
turn) the balance, if any, of the taxes due
for such period.
» * * - -

[FR Doc.71-3779 Filed 3-17-71;8:49 am|]

Title 33—NAVIGATION AND
NAVIGABLE WATERS

Chapter Il—Corps of Engineers,
Department of the Army

PART 204—DANGER ZONE
REGULATIONS

Gulf of Maine, Maine

Pursuant to the provisions of section 7
of the River and Harbor Act of August 8,
1917 (40 Stat. 266; 33 U.S.C. 1), § 204.1a
is hereby prescribed establishing and gov-
erning the use and navigation of a naval
aircraft practice mining range area in
the Gulf of Maine off Cape Small, Maine,
effective 30 days after publication in the
FEDERAL REGISTER, as follows:

§ 204.1a Gulf of Maine off Cape Small,
Maine: Naval aircraft practice min-
ng range area.

(a) The danger zone. Within an area
bounded as follows: Beginning at lati-
tude 43°43'00°’, longitude 69°46’00"';
thence to latitude 43°38°30", longitude
69°46’00’"; thence to latitude 43°38'30"",
longitude 69°49°30'’; thence to latitude
43°42710”’, longitude 69°49'30"’; thence
to the point of beginning.

(b) The regulations. (1) Test drops
from aireraft will be made within the
area at intermittent periods from noon
until sunset local time and only during
periods of good visibility .

(2) Testing will not restrict any fish-
ing, recreational, or commercial activi-
ties in the testing area.

(3) Aircraft will patrol the area prior
to and during test periods to insure that
no surface vessels are within the area.
No test drops will be made while surface
vessels are transitting the area.

(4) No live ammunition or explosives
will be dropped in the area.

(5) The regulations of this section
shall be enforced by the Commandant,
First Naval District, Boston, Mass., or
such agencies as he may designate.
[Regs., March 1, 1971, 1522-02 (Gulf of
Maine, Maine) —ENGCW-ON] (Sec. 7, 40
Stat. 266; 33 U.S.C. 1)

For the Adjutant General.

R. B. BELNAP,
Special Advisor to TAG.

[FR Doec.71-3720 Filed 8-17-71;8:45 am]

PART 204—DANGER ZONE
REGULATIONS

PART 207—NAVIGATION
REGULATIONS

Chesapeake Bay, Md., and
Alligator Bayou, Fla.

1. Pursuant to the provisions of sec-
tion T of the River and Harbor Act of
August 8, 1917 (40 Stat. 266; 33 USC. 1)
§ 204.36 establishing and governing the
use and navigation of a danger zone in
the Chesapeake Bay, in the vicinity of
Bloodsworth Island, Md., is hereby re-
vised in its entirety to include a pro-
hibited area, effective upon publication
in the FEDERAL REGISTER (3-18-71), as
follows:

§ 204.36 Chesapeake Bay, in vicinity of
Bloodsworth Island, Md. ; shore bom.
bardment, air bombing, air strafing,
and rocket firing area. U.S, Navy,

(a) The areas—(1) Prohibited area.
All waters within a circle 0.5-mile in
radius with its center at Ilatitude
38°10°00'’, longitude 76°06'00"".

(2) The danger zone. All waters of
Chesapeake Bay and Tangier Sound
within an area bounded as follows: Be-
ginning at latitude 38°08°15"’, longitude
76°10°00’"; thence to latitude 38°12'00",
longitude 76°10°00°’; thence to latitude
38°12700’/, longitude 76°07°00""; thence to
latitude 38°13700’’, longitude 76°06'00"";
thence to latitude 38°13°00'’, longitude
76°04’00’"; thence to latitude 38 12°00",
longitude 76°02700'’; thence to latitude
38°12'00’’, longitude 76°00°00’'; thence
to latitude 38°08715'', longitude 76 00'-
00'’; thence to the point of beginning,
excluding the prohibited area described
in subparagraph (1) of this paragrapi.

(b) The regulations. (1) Vessels or
other craft shall not enter or remain in
the prohibited area at any time unless
authorized to do so by the enforcing
agency.

(2) No vessel or other craft shall enter
or remain in the danger zone when noti-
fied by the enforcing authority to keep
clear or when firing is or will soon be in
progress, except as provided in subpara-
graph (5) of this paragraph.

(3) Advance notice will be given of
the dates and times of all firings in the
danger zone and such notice will be pub-
lished in the local “Notice to Mariners.
The area will be in use intermittently
throughout the year. On days when firing
is conducted, firing will take place nor-
mally between sunrise and sunset, except
that occassional night firing may be con-
ducted between sunset and 12 midnight.

(4) Prior to the commencement tzf
firing each day in the danger zone, Su
face or air search of the entire ared 1
be made for the purpose of locating anc
warning all craft and persons not COP'-l
nected with the firing, and a patrol W1
be maintained throughout the duration
of firing,

(5) Warning that ships are fi
soon will be firing in the danger

ring or
zone
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will be indicated during daylight by a red
flag prominently displayed from a tower
off Okahanikan Point at latitude 38°11’-
45", longitude 76°05’35'’, and at night
by a searchlight beam pointed into the
sky. Warning that aircraft are firing or
soon will be firing will be indicated by
the aircraft patrolling the area. All per-
sons, vessels, or other craft shall clear
the area when these signals are dis-
played or when warmed by patrol vessels
or by aircraft employing the method of
warning known as “buzzing” which con-
sists of low flight by the airplane and
repeated opening and closing of the
throttle.

(6) During hours when firing is in
progress or is about to commence, no fish-
ing or oystering vessels or other craft not
directly connected with the firing shall
navigate within the danger zone, except
that deep-draft vessels proceeding in es-
tablished navigation lanes and propelled
by mechanical power at a speed greater
than 5 knots normally will be permit-
ted to traverse the area. When ships are
firing or soon will be firing in the danger
zone, permission for such deep-draft
vessels to enter and traverse the area will
be indicated during daylight by dipping
the red warning flag to half-mast, and
at night flashing the warning search-
light. When aircraft are firing or soon
will be firing in the danger zone, such
deep-draft vessels may proceed unless
warned to stay clear of the area by the
method of warning known as “buzzing.”

(7) When firing is not in progress or
is not about to commence, oystering and
fishing boats and other craft may operate
within the danger zone.

(8) All projectiles, bombs, and rockets
will be fired to land on Bloodsworth Is-
land or Pone Island, but Naval author-
itles will not be responsible for damage
by such projectiles, bombs, or rockets, or
by Navy or Coast Guard vessels, to nets,
traps, buoys, pots, fish pounds, stakes, or
other equipment which may be located
within the danger zone.

(9) The regulations in this section
shall be enforced by the Commandant,
Fifth Nayal District, and such agencies
as he may designate.

_ 2. Pursuant to the provisions of section
7 of the River and Harbor Act of Au-
EUst 8, 1917 (40 Stat. 266; 33 U.S.C. 1)
$ 207.175d is hereby prescribed establish-
Ing and governing the use and navigation
gf a restricted area in Alligator Bayou,
'_lon_da,‘ effective 30 days after publica-
Hon in the FEDERAL REGISTER, as follows:

§2“7.!'{3d Alligator Bayou, a tributary
of St. Andrew Bay, Florida; restricted
area.
B 1) The area. All waters of Alligator
: ayou from a line connecting points of
atitude 30°10°21”, longitude 85°45’07""
g’}d ot la’tlltude 30°10°16”*, longitude
2 45'04” to State Road 392.
. _i!ff The regulation. (1) No vessel shall
qiift ;)Ct)}:elalzea or navigate therein with-
o bermission of the Commanding Of-
gf Gx Southern Division, Naval Facilities
s:{;»meering Command, 2144 Melbourne
‘reet, Post Office Box 10068, Charleston,
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SC 29411, or his authorized representa-
tive.

(2) The regulation of this section shall

be enforced by the Commanding Officer,
Southern Division, Naval Facilities
Engineering Command, or such agencies
as he may designate.
[Regs., Mar. 2, 1971, 1522-01 (Chesapeake
Bay, Md.) —ENGCW-ON; Regs., Feb, 25, 1971,
1522-01 (Alligator Bayou, Fla.) —ENGCW-
ON] (Sec. 7, 40 Stat. 226, 33 U.S.C. 1)

For the Adjutant General.

R. B. BELNAP,
Special Advisor to TAG.

[FR Doc.71-3722 Filed 3-17-71;8:45 am]

Title 41—PUBLIC CONTRACTS
AND PROPERTY MANAGEMENT

Chapter 9—Atomic Energy
Commission

PART 9-1—GENERAL

Subpart 9-1.7—Small Business
Concerns

PART 9-51—REVIEW AND APPROVAL
OF CONTRACT ACTIONS

Subpart 9-51.1—Headquarters Re-
view and Approval of Field Office
Actions

MISCELLANEOUS AMENDMENTS

Pursuant fo agreement with the Small
Business Administration this amend-
ment to AEC small business policy
changes the limit from $500,000 to $1
million on AEC acceptance of Small
Business Administration-initiated class
set-asides for formally advertised con-
struction procurements. It also provides
for consideration of small business set-
aside preferences in excess of $1 million
on a case-by-case basis.

1. Section 9-1.705-3, Screening of pro-
curements, is revised to read as follows:

§ 9-1.705-3 Screening of procurements.

(a) Class set-asides. An agreement
has been reached between the AEC and
the SBA that AEC would accept SBA
initiation of class set-asides for formally
advertised construction procurements
estimated to cost between $2,500 and
$1 million, including new construction
and repair and alteration of structures.
When in the judgment of the contract-
ing officer a particular procurement fall-
ing within these dollar limits is deter-
mined anasuitable for a set-aside for ex-
clusive small business participation, he
siall notify the appropriate SBA rep-
resentative of this decision. Unless SBA
appeals the decision (see FPR 1-1.706—
2), the contracting officer shall proceed
to process the procurement on an un-
restrictec basis. Small business set-aside
preferences should be considered for
construction procurements in excess of
$1 million on a case-by-case basis, favor-
ing such preferential participation of
small business whenever appropriate,
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2. In §9-51.103 Supporting data jor
contract actions requiring Headquarters
advance approval, a new §9-51.103-6
Determinations and findings, is added:

§ 9-51.103 Supporting data for contract
actions requiring Headquarters ad-
vance approval,

§ 9-51.103-6 Determinations and find-
mngs,

All Determinations and findings re-

quired by FPR Subparts 1-3.2 and 1-3.3
and AECPR Subparts 9-3.2 and 9-3.3,
with the exception of FPR 1-3.303 and
AECPR 9-3.303 shall be executed by the
Contracting Officer, and a copy of such
finding shall be included in the support-
ing data for contract actions requiring
Headquarters advance approval,
(Sec. 161, Atomic Energy Act of 1954, as
amended, 68 Stat, 948, 42 U.S.C. 2201; sec.
205, Federal Property and Administrative
Services Act of 1949, as amended, 63 Stat.
390, 40 U.S.C. 486)

Effective date. Thése amendments are
effective upon publication in the FEDERAL
REGISTER (3-18-T71).

Dated at Germantown, Md., this 10th
day of March 1971.

For the U.S. Atomic Energy Commis-
sion.

JoseEPH L., SMITH,
Director,
Division of Contracts.

|FR Doc.71-3717 Filed 3-17-71;8:45 am|

Title 49—TRANSPORTATION

Chapter X—Interstate Commerce
Commission

SUBCHAPTER B—PRACTICE AND PROCEDURE
[Ex Parte No. 217]

PART 1122—DISCONTINUANCE OR
CHANGE OF OPERATION OR SERVICE

Operation or Service of Trains or
Ferries by Carriers

At a session of the Interstate Com-
merce Commission, Division 3, held at its
office in Washington, D.C., on the 11th
day of March AD. 1971.

It appearing, that under the provi-
sions of section 401(a) (1) of the Rail
Passenger Service Act of 1970 (45 U.S.C.
501 note), Public Law 91-518, a railroad,
after May 1, 1971, upon its entering into
a valid contract with the National Rail-
road Passenger Corp., shall be relieved
of its responsibilities as & common car-
rier of passengers by rail in intercity
rail passenger service under Part I of
the Interstate Commerce Act or any
State or other law relating to the provi-
sion of intercity passenger service: Pro-
vided, That any railroad discontinuing a
train hereunder must give notice in ac-
cordance with the notice procedures con-
tained in section 13a(1) of the Interstate
Commerce Act,

It further appearing, that inasmuch as
the § 1122.9 contemplated herein is di-
rected only to the filing of notices under
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section 401(a) (1) of the Rail Passenger
Bervice Act, supra, and that the Com-
mission has no jurisdiction or review-
ability over said notices, and that the
said notices may be effective as early as
May 1, 1971, further notice and public
procedure” are unnecessary. And good
cause therefor appearing:

It is ordered, That Part 1122, be and
it is hereby, amended as follows:

§1122,9 Notice of discontinuance filed
pursuant to the Rail Passenger Serv-
ice Act of 1970, section 401(a) (1).

Any notice of intercity passenger train
discontinuance filed by a common car-
rier by rail pursuant to section 401(a)
(1) of the Rail Passenger Service Act of
1970 (45 U.S.C. 501 note) , which, in part,
provides that a railroad upon entering
into a valid contract with the National
Railroad Passenger Corp. shall be re-
lieved of all its responsibilities as a com-
mon carrier of passengers by rail in inter-
city rail passenger service, shall be sub-
mitted in accordance with the following:

(a) The form and style of notice shall
be the same as that designated in §1122.3
and shall include: (1) The information
required in § 1124.4 (a), (b), and (¢) of
this chapter; (2) a statement advising
the public that subject trains, are inter-
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city and entitled to be discontinued by
virtue of section 401(a) (1) of the Rail
Passenger Service Act of 18970 (45 US.C.
501 note) and, therefore, the Interstate
Commerce Commission cannot entertain
protests since the discontinuance is not
within its jurisdiction: and a statement
advising that any filing of a notice of
discontinuance under this section shall
not, under any circumstances, invoke the
Commission’s jurisdiction under section
13a(1) of the Interstate Commerce Act;

(b) Three copies of said notice shall
be filed with the Secretary of the Com-
mission accompanied by three copies of
an opinion of counsel that the said trains
to be discontinued are intercity passenger
trains subject to the said Rail Passenger
Service Act of 1970 and not excepted
therefrom by section 102(5) of the cited
Act.

(¢) Prior to the effective date of the
discontinuance there shall be filed with
the Commission three copies of a verified
statement, executed by a responsible offi-
cial of the carrier, that a valid contract
has been entered into with the National
Railroad Passenger Corp.

(d) The provisions of § 1122.5 et seq.
and the fee for filing notice of discontin-
uance, as set forth in § 1002.2(d) (17) of

this chapter shall not be applicable to
notices filed under this section.

(e) Except for notices of discontin-
uance filed pursuant to section 401(a) (1)
of the Rail Passenger Service Act of 1970,
Public Law 91-518, all other regulations
concerning train discontinuance pro-
ceedings shall remain in full force ang
effect.

(Sec. 12, 24 Stat. 383, as amended; 49 USC
12; sec. 5, Public Law 85-625; sec. 401(a) (1)
(45 US.C. 501 note), Public Law 51-513)

It is further ordered, That this order
become effective on the date hereof and
shall continue in effect until further order
of this Commission; and

It is further ordered, That as hereby
amended, the order of the Commission of
August 14, 1958, as amended, shall
remain in full force and effect and that
notice of this amendment be given to the
general public by posting copies in the
office of the Secretary of the Interstate
Commerce Commission, Washington,
D.C., and by filing with the Director of
the Federal Register, Washington, D.C.

By the Commission, Division 3.

[sear] RoBERT L, OswALD,
Secretary.

|FR Doec.71-5788 Filed 3-17-71;8:50 am]

FEDERAL REGISTER, VOL. 36, NO. 53—THURSDAY, MARCH 18, 1971




5221

Proposed Rule Making

DEPARTMENT OF THE TREASURY

Internal Revenue Service
[26 CFR Part 11

DISTRIBUTIONS OF STOCK AND
STOCK RIGHTS

Notice of Proposed Rule Making

Notice is hereby given that the regu-
lations set forth in tentative form below
are proposed to be prescribed by the
Commissioner of Internal Revenue, with
the approval of the Secretary of the
Treasury or his delegate. Prior to the
final adoption of such regulations, con-
sideration will be given to any comments
or suggestions pertaining thereto which
are submitted in writing, preferably in
quintuplicate, to the Commissioner of
Infernal Revenue, Attention: CC:LR:T,
Washington, D.C. 20224, within the
period of 30 days from the date of publi-
cation of this notice in the FEDERAL REG-
ISTER. Any written comments or sugges-
tions not specifically designated as con-
fidential in accordance with 26 CFR
601.601(b) may be inspected by any per-
son upon written request. ‘Any person
submitting written comments or sugges-
tions who desires an opportunity to com=
ment orally at a public hearing on these
proposed regulations should submit his
request, in writing, to the Commissioner
within the 30-day period. In such case,
a public hearing will be held, and notice
of the time, place, and date will be pub-
lished in a subsequent issue of the Fep-
ERAL REGISTER. The proposed regulations
are to be issued under the authority con-
tained in section 305(c) (83 Stat. 614;
26 US.C. 305(c)) and section 7805 (68A
Stat. 917; 26 U.S.C. 7805) of the Internal
Revenue Code of 1954,

[sEAL] _ Ranvorrr W. THROWER,
Commissioner of Internal Revenue.

In order to conform the Income Tax
Regulations (26 CFR Part 1) to the pro-
Visions of section 305 of the Internal
Re\'gnue Code of 1954, as amended by
section 421(a) of the Tax Reform Act
of 1969 (83 Stat. 614), §§ 1.305 through
1.30073 are deleted and the following
Substituted therefor:

§1.305 Siatutory provisions; distribu-
tions of stock and stock rights.

_Sec. 305. Distributions of stock and stock
;;0_’!!8——(:\.) General rule. Except as other-
: .:tz Provided in this section, gross income
mtf._» Dot include the amount of any distri-
b"».m‘n. of the stock of a corporation made
.7 such corporation to its shareholders with
fespect to Its stock.

> <?{ Ezceptions. Subsection (a) shall not
;}J_Dq 0 a distribution by a corporation of
. 5tock, and the distribution shall be
“reated as a distribution of property to which
tlon 301 applies—

d«»"”‘ Distributions in lHeu of money. If the
“Stribution is at the election of any of the

se
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shareholders (whether exercised before or
after the declaration thereof), payable
either—

(A) In its stock, or

(B) In property.

(2) Disproportionate distributions. If the
distribution (or a serles of distributions of
which such distribution is one) has the
result of—

(A) The receipt of property by some share-
holders, and

(B) An Increase In the proportionate
interests of other shareholders in the assets
or earnings and profits of the corporation.

(3) Distributions of common and pre-
ferred stock. If the distribution (or a serles
of distributions of which such distribution
is one) has the result of—

(A) The receipt of preferred stock by some
common shareholders, and

(B) The receipt of common stock by other
common shareholders,

(4) Distributions on preferred stock. If the
distribution is with respect to preferred stock,
other than an increase in the conversion

ratio of convertible preferred stock made .

solely to take account of a stock dividend or
stock split with respect to the stock into
which such convertible stock is convertible.

() Distributions of convertible preferred
stock. If the distribution is of convertible
preferred stock, unless it is established to the
satisfaction of the Secretary or his delegate
that such distribution will not have the
result described in paragraph (2).

(¢) Certain itransactions ireated as dis-
tributions. For purposes of this section and
section 301, the Secretary or his delegate
shall prescribe regulations under which a
change in conversion ratio, a change in re-
demption price, a difference between redemp-
tion price and issue price, a redemption
which is treated as a distribution to which
section 301 applies, or any transaction (in-
cluding a recapitalization) having a similar
effect on the interest of any shareholder
shall be treated as a distribution with respect
to any shareholder whose proportionate
interest in the earnings and profits or assets
of the corporation -is increased by such
change, difference, redemption or similar
transaction.

(d) Definitions—(1) Rights to acquire
stoek. For purposes of this section, the term
“stock” includes rights to acquire such
stock.

(2) Shareholders. For purposes of subsec-
tions (b) and (¢), the term *'shareholder” in-
cludes a holder of rights or of convertible
securities.

(e) Cross references. For special rules—

(1) Relating to the receipt of stock and
stock rights In corporate organizations and
reorganizations, see part III (section "51 and
following).

(2) In the case of a distribution which
results in a gift, see section 2601 and
following.

(3) In the case of a distribution which
has the effect of the payment of compensa-
tion, see section 61(a) (1).

[Sec. 305 as amended by sec. 421(a), Tax
Reform Act 1969 (83 Stat. 614) |

§ 1.305-1 Stock dividends.

(a) In general. Under section 305, a
distribution made by a corporation to its
shareholders in its stock or in rights to
acquire its stock is not included in gross
income except as provided in section 305

(b) and the regulations promulgated
under the authority of section 305(¢). A
distribution made by a corporation to its
shareholders in its stock or rights to ac-
quire its stock which would not other-
wise be included in gross income by rea-
son of section 305 shall not be so treated
merely because such distribution was
made out of Treasury stock or consisted
of rights to acquire Treasury stock. See
section 307 for rules as to basis of stock
and stock rights acquired in & distribu-
tion.

(b) Amount of distribution. (1) In
general, where a distribution of stock
or rights to acquire stock of a corpora-
tion is treated as a distribution of prop-
erty to which section 301 applies by rea-
son of section 305(b), the amount of the
distribution, in accordance with section
301(b) and § 1.301-1, is the fair market
value of such stock or rights on the date
of distribution. See example (1) of
§ 1.305-2(b).

(2) Where a corporation which regu-
larly distributes its earnings and profits,
such as a regulated investment company,
declares a dividend pursuant to which the
shareholders may elect to receive either
money or stock of the distributing cor-
poration of equivalent value, the amount
of the distribution of the stock received
by any shareholder electing to receive
stock will be considered to equal the
amount of the money which could have
been received instead. See example (2)
of §1.305-2(b). .

(3) Where certain transactions, such
as changes in conversion ratios or
periodic redemptions, are treated as dis-
tributions, see examples (8) and (9) of
§ 1.305-3(e) for rules for determining the
amount of the distribution.

(c) Adjustment in purchase price. A
transfer of stock (or rights to acquire
stock) or an increase in the conversion
ratio or redemption price of stock which
represents an adjustment of the price
to be paid by the distributing corpora-
tion in acquiring property is not within
the purview of section 305 because it is
not a distribution with respect to its
stock. For example, assume that on Jan-
uary 1, 1970, pursuant to a reorganiza-
tion, corporation X acquires all the stock
of corporation Y solely in exchange for
its convertible preferred class B stock.
Under the terms of the class B stock,
its conversion ratio is to be adjusted in
1973 under a formula based upon the
earnings of corporation Y over the 3-year
period ending on December 31, 1972. Such
an adjustment in 1973 is not covered by
section 305.

(d) Definitions. (1) For purposes of
this section and §§ 1.305-2 through 1.305-
6, the term “stock” includes rights or
warrants to acquire such stock.

(2) For purposes of §§ 1.305-3 through
1.305-6, the term “shareholder” includes
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a holder of rights or warrants or a holder
of convertible securities.

§ 1.305-2 Distributions in lien of

money.

(a) In general. Under section 305(b)
(1), if any shareholder has the right to
an election or option with respect to
whether a distribution shall be made
either in money or any other property,
or in stock or rights to acquire stock
of the distributing corporation, then,
with respect to all sharehloders, the dis-
tribution of stock or rights to acquire
stock is treated as a distribution of prop-
erty to which section 301 applies regard-
less of —

(1) Whether the distribution is actu-
ally made in whole or in part in stock
or in stock rights;

(2) Whether the election or option is
exercised or exercisable before or after
the declaration of the distribution;

(3) Whether the declaration of the
distribution provides that the distribu-
tion will be made in one medium unless
the shareholder specifically requests
payment in the other;

(4) Whether the election governing
the nature of the distribution is provided
in the declaration of the distribution or
in the corporate charter; or

(5) Whether all or part of the share-
holders have the election.

(b) Examples. The application of
section 305(b) (1) may be illustrated by
the following examples:

Example (1). (1) Corporation X declared a
dividend payable in additional shares of its
common stock to the holders of its out-
standing common stock on the basis of two
additional shares for each share held on the
record date but with the provision that, at
the election of any shareholder made within
a specified period prior to the distribution
date, he may receive one additional share for
each share held on the record date plus $12
principal amount of securities of corporation
Y owned by corporation X. The fair market
value of the stock of corporation X on the
distribution date was $10 per share. The fair
market value of $12 principal amount of
securities of corporation Y on the distribu-
tion date was $11 but such securities had a
cost basls to corporation X of $9.

(if) The distribution to all shareholders
of one additional share of stock of corpora-
tion X (with respect to which no election
applies) for each share outstanding is not a
distribution to which section 301 applies.

(iii) The distribution of the second share
of stock of corporation X to those share-
holders who do not elect to receive securities
of corporation Y is a distribution of prop-
erty to which section 301 applies, whether
such shareholders are individuals or cor-
porations. The amount of the distribution to
which section 301 applies is $10 per share of
stock of corporation X held on the record
date (the fair market value of the stock of
corporation X on the distribution date).

(iv) The distribution of securities of cor-
poration ¥ in lieu of the second share of
stock of corporation X to the shareholders
of corporation X whether individuals or cor-
porations, who elect to receive such securi-
ties, is also a distribution of property to
which section 301 applies.

(v) In the case of the individual share-
holders of corporation X who elect to recelve
such securities, the amount of the distribu-
tion to which section 301 applies is $11 per
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share of stock of corporation X held on the
record date (the fair market value of the $12
prineipal amount of securities of corporation
Y on the distribution date).

(vi) In the case of the corporate share-
holders of corporation X electing to receive
such securities, the amount of the distribu-
tion to which section 301 applies is $9 per
share of stock of corporation X held on the
record date (the basis of the securities of
corporation ¥ in the hands of corporation
X).
Example (2). On January 10, 1970, corpo-
ration X, a regulated investment company,
declared a dividend of $1 per share on its
common stock payable on February 11, 1970,
in cash or In stock of corporation X of
equivalent value determined as of Janu-
ary 22, 1970, at the election of the share-
holder made on or before January 22, 1970.
The amount of the distribution to which
section 301 applies is $1 per share whether
the shareholder elects to take cash or stock
and whether the shareholder is an individual
or a corporation. Such amount will also be
used in determining the dividend paid de-
duction of corporation X and the reduction
in earnings and profits of corporation X.

§ 1.305-3 Disproportionate distribu-
uons,

(a) In general. Under section 305(b)
(2), a distribution by a corporation of its
stock or rights to acquire its stock is
treated as a distribution of property to
which section 301 applies if the distribu-
tion (or a series of distributions of which
such distribution is one) has the result
of (1) the receipt of money or other
property by some shareholders, and (2)
an increase in the proportionate interests
of other shareholders in the assets or
earnings and profits of the corporation.
Thus, if a corporation has two classes of
common stock outstanding and each
share of stock has substantially the same
rights exeept that cash dividends are
paid on one class and stock dividends
are paid on the other class, the stock
dividends are treated as distributions to
which section 301 applies.

(b) Special rules. (1) As used in sec-
tion 305(b) (2), the term “a series of dis-
tributions” encompasses all distributions
of stock made or deemed made by a
corporation which have the result of the
receipt of cash or property by some
shareholders and an increase in the
proportionate interests of other
shareholders.

(2) In order for a distribution of stock
to be considered as one of a series of dis-
tributions it is not necessary that such
distribution be pursuant to a plan to
distribute cash or property to some
shareholders and to increase the propor-
tionate interests of other shareholders.
It is sufficient if there is an actual or
deemed distribution of stock (of which
such distribution is one) and as a result
of such distribution or distributions some
shareholders receive cash or property
and other shareholders increase their
proportionate interests. For example, if
a corporation pays quarterly stock divi-
dends to one class of common sharehold-
ers and annual cash dividends to another
class of common shareholders the quar-
terly stock dividends constitute a series
of distributions of stock having the result
of the receipt of cash or property by some
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shareholders and an increase in the
proportionate interests of other share-
holders. This is so whether or not the
stock distributions and the cash distri-
butions are steps in an overall plan or
are independent and unrelated. Accord-
ingly, all the quarterly stock dividends
are distributions to which section 301
applies.

(3) There is no requirement that hoth
elements of section 305(b)(2) (ie,
receipt of cash or property by some
shareholders and an increase in propor-
tionate interests of other shareholders)
occur in the form of a distribution or
series of distributions as long as the
result of a distribution or distributions
of stock is that some shareholders’ pro-
portionate interests inerease and other
shareholders in fact receive cash or
property, Thus, there is no requirement
that the shareholders receiving cash or
property acquire the chsh or property
by way of a corporate distribution with
respect to their shares, so long as they
receive such cash or property in their
capacity as shareholders, if there is a
stock distribution which results in a
change in the proportionate interests of
some shareholders and other sharehold-
ers receive cash or property. For
example, if a corporation makes a stock
distribution to its shareholders, and
pursuant to a prearranged plan with
such corporation, a related corporation
purchases such stock in a transaction
to which section 304 applies from those
shareholders who want eash, the require-
ments of section 305(b) (2) are satisfied.

(4) Where the receipt of eash or prop-
erty oceurs more than 36 months follow-
ing a distribution or series of distribu-
tions of stock, or where a distribution or
series of distributions of stock is made
more than 36 months following the re-
ceipt of cash or property, such distribu-
tion or distributions will be presumed
not to result in the receipt of cash or
property by some shareholders and an
inerease in the proportionate interest of
other shareholders, unless the receipt of
cash or property and the distribution or
series of distributions of stock are made
pursuant to a plan. For example, If,
pursuant to a plan, a corporation pays
cash dividends to some shareholders on
January 1, 1971 and increases the pro-
portionate interests of other shareholders
on Mareh 1, 1974, in order to reflect the
earlier cash dividends, such increases In
proportionate interests are distributions
to which section 301 applies.

(5) In determining whether & distri-
bution or a series of distributions has the
result of a disproportionate distribution,
there shall be treated as outstanding
stock of the distributing corporation I’
any right to acquire such stock (whether
or not exercisable during the taxable
vear), and (ii) any security convertible
into stock of the distributing corporation
(whether or not convertible during the
taxable year), -

(6) In cases where there is more t1ar
one class of stock outstanding, each ¢ia=
of stock is to be considered separatcly '\
determining whether a shareholder has
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increased his proportionate interest in
the assets or earnings and profits of a
corporation. The individual shareholders
of a class of stock will be deemed to have
an increased interest if the class of stock
as & whole has an increased interest in
the corporation.

(¢) Distributions of cash in lieu of
tractional shares. (1) Section 305(b) (2)
will not apply if & corporation declares a
dividend payable in stock of the corpora-
tion and distributes cash in lieu of frac-
tional shares to which shareholders
would otherwise be entitled, provided the
purpose of the distribution of cash is to
save the corporation the trouble, expense,
and inconvenience of issuing and frans-
ferring fractional shares (or scrip rep-
resenting fractional shares), or issuing
full shares representing the sum of frac-
tional shares, and not to give any partic-
ular group of shareholders an increased
interest in the assets and earnings and
profits of the corporation. For purposes
of the preceding sentence, if the total
amount of cash distributed annually in
lieu of fractional shares is 5 percent or
less of the total fair market value of the
stock distributed (determined as of the
date of declaration), the distribution
shall be considered to be for such valid
purpose,

(2) In a case to which subparagraph
(1) of this paragraph applies, the trans-
action will be treated as though the frac-
tional shares were distributed as part of
the stock distribution and then were re-
deemed by the corporation. The treat-
ment of the cash received by a share-
lslgéder will be determined under section

(d) Adjustment in conversion ratio.
If a corporation has convertible stock or
convertible securities outstanding and
distributes a stock dividend with respect
to the stock into which the convertible
stock or securities are convertible, no
Increase in proportionate interest in the
assets or earnings and profits of the
corporation by reason of such stock divi-
dend shall be considered as having oc-
curred provided—

(1) An adjustment in the conversion
Tatio to reflect such stock dividend is
made no later than the earlier of (i) 3
vears after the date of the stock dividend,
or (i) that date as of which the aggre-
gate stock dividends, for which adjust-
ment of the conversion ratio has not
breviously been made, total at least 3
percent of the stock issued and outstand-
¢ on the date of the first such stock
dividend, and
. (2) The distributing corporation at-
;:qhes to its income tax return for the
t'&\table vear of the distribution () a
m ‘ement that the corporation elects to
”‘ae\e an adjustment in accordance with
IhAle‘ IJYOIVISlolls of subparagraph (1) of
Cor»‘;opr‘": tzg;zglll. and (ii) a copy of the
ment, pess urgrity for such an adjust-
. '® Ezamples, The application of sec-
lor%’ 305(b) (2) and 305(c) may beefl-
‘Strated by the following examples:
“_‘,E.m"‘l’le (Z). Corporation X is o

W two classes of common stock, class A
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and class B. Each share of stock is entitled
to share equally in the assets and earnings
and profits of the corporation. Dividends
may be paid In stock or in cash on either
class of stock without regard to the medium
of payment of dividends on the other class.
A dividend is declared on the class ‘A stock
payable in additional shares of class A stock
and a dividend is declared on class B stock
payable in cash. Since the class A share-
holders as a class will have increased their
proportionate interests in the assets and
earnings and profits of the corporation and
the class B shareholders will hayve received
cash, the additional shares of class A stock
are distributions of property to which sec-
tion 301 applies. This is true even with re-
spect to those shareholders who may own
class A stock and class B stock in the same
proportion,

Ezample (2). Corporation Y is organized
with two classes of stock,.class A common,
and class B, which is nonconvertible and
limited and preferred as to dividends. A divi-
dend is declared upon the class A stock pay-
able in additional shares of class A stock and
a dividend is declared on the class B stock
payable in cash. The distribution of class
A stock is not one to which section 301
applies because the distribution does not
increase the proportionate interests of the
class A shareholders as a class.

Example (3). Corporation K is organized
with two classes of stock, class A common,
and class B, which is nonconvertible pre-
ferred stock. A dividend is declared upon the
class A stock payable in shares of class B
stock and a dividend is declared on the class
B stock payable in cash. Since the class
A shareholders as a class have an incr d
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event of a stock dividend or stock split with
respect to the class A stock; however, no
adjustment in the conversion ratio Iis
required to be made until the stock dividends
equal 3 percent of the common stock issued
and outstanding on the date of the first
such stock dividend.

(ii) Corporation S pays a 1 percent stock
dividend on the class A stock in 1970. In
1971, another 1 percent stock dividend is
paid and in 1972 another 1 percent stock
dividend is pald, The conversion ratio of the
class B stock 1s increased in 1972 to reflect
the three stock dividends paid on the class
A stock. The distributions of class A stock
are not distributions to which section 301
applies because they do not increase the
proportionate interests of the class A share-
holders In the assets and earnings and profits
of the corporation provided the information
required under § 1.305-3(d) is filed within
within the time and manner described.

Ezxample (6). (1) Corporation M is orga-
nized with two classes of stock outstanding,
class A and class B. Each class B share may
be converted, at the option of the holder,
into class A shares. During the first year, the
convergion ratio is one share of class A stock
for each share of class B stock. At the begin-
ning of each subsequent year, the conversion
ratio is increased by 0.05 share of class A
stock for each share of class B stock. Thus,
during the second year, the conversion ratio
would be 1.05 shares of class A stock for each
share of class B stock, during the third year,
the ratio would be 1.10 shares, etc.

(ii) M pays an annual cash dividend on
the class A stock. At the beginning of the
second year, when the conversion ratio is

interest in the assets and earnings and
profits of the corporation, the stock distribu-
tion is treated as a distribution to which
section 301 applies. If, however, a dividend
were declared upon the class A stock payable
in a new class of preferred stock that is
subordinated in all respects to the class B
stock, the distribution would not increase
the proportionate interests of the class A
shareholders in the assets or earnings and
profits of the corporation and would not be
treated as a distribution to which section
301 applies.

Example (4). (1) Corporation W has one
class of stock outstanding, class A common,
The corporation also has outstanding interest
paying securities convertible into class A
common stock which have a fixed conversion
ratio that is not subject to adjustment in the
event stock dividends or rights are distrib-
uted to the class A shareholders. Corpora-
tion W distributes to the class A shareholders
rights to acquire additional shares of class
A stock.

(ii) The stock rights and convertible
securities are considered to be outstanding
stock of the corporation and the distribution
increases the proportionate interests of the
class A shareholders in the assets and earn-
ings and profits of the corporation. There-
fore, the distribution is treated as a distri-
bution to which section 301 applies. The same
result would follow if, instead of convertible
securities, the corporation had outstanding
convertible stock. If, however, the conversion
ratio of the securities or stock were adjusted
to reflect the distribution of rights to the
class A shareholders, the rights to acquire
class A stock would not increase the propor-
tlonate interests of the class A shareholders
in the assets and earnings and profits of the
corporation and would not be treated as a
distribution fo which section 301 applies,

Ezample (5). (1) Corporation S is organized
with two classes of stock, A common
and class B convertible preferred. The class

, B 1s fully protected against dilution in the
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incr d to 1.056 shares of class A stock for
each share of class B stock, a distribution of
0.05 share of class A stock is considered as
made on the class B stock. Since the propor-
tionate interests of the class B shareholders
in the assets and earnings and profits of M
are Increased, and since cash dividends were
paid on the class A stock the distribution is
a distribution to which section 301 applies,

Ezample (7). (1) Corporation N has two
classes of stock outstanding, class A and
class B. Each class B share is convertible, at
the option of the holder, into class A stock.
However, in accordance with a specified for-
mula, this ratio is decreased each time a cash
dividend is paid on the class B stock to re-
flect the amount of the cash dividend. The
conversion ratio is also adjusted in the event
that cash dividends are pald on the class
A stock to increase the number of class A
shares into which the class B shares are
convertible to compensate the class B share-
holders for the cash dividend pald on the
class A stock.

(i1) A 81 cash dividend per share is de-
clared and paid on the class B stock. On the
date of payment, when the conversion ratio
is decreased a distribution of stock s con-
sidered as made with respect to each share of
class A stock reflecting each such share’s in-
creased proportionate interest in the assets
and earnings and profits of the col tion.
The distribution is a distribution to which
section 301 applies.

(1il) In the following year a cash dividend
is pald on the class A stock and none is pald
on the class B stock. The increase in con-
version rights of the class B shares consti-
tutes an increase in the proportionate inter-
est in the assets and earnings and profits of
the corporation and is treated as a distribu-
tion to which section 301 applies.

Ezample (8). Corporation T has 1,000
shares of stock outstanding. C owns 100
shares. Nine other shareholders each owns
100 shares, Pursuant to a plan for periodic
redemptions, T offers to redeem up to 5 per-
cent of each shareholder’s stock each year.
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During the year, each of the nine other
shareholders has 5 shares of his stock re-
deemed for cash, Thus, C's proportionate in-
terest in the assets and earnings and profits
of T is increased. Assuming that the cash re-
ceived by the nine other shareholders is tax-
able under section 301, C is considered to
bave received a distribution under sections
305(b) (2) and 305(¢c) of 5.25 shares of T
stock to which section 301 applies, The

PROPOSED RULE MAKING

amount of C’s distribution is measured by
the fair market value of the number of shares
which would have been distributed to C had
the corporation sought to increase his inter-
est by 0.47 percentage points (C owned 10
percent of the T stock immediately before
the redemption and 10.47 percent immedi-
ately thereafter) and the other shareholders
continued to hold 900 shares(i.e.,

100
(a) —=1047% (percent of C’s ownership after redemption);
955 3
100--x
(b) ———=10.47%; x=5.25 (additional shares considered to be distributed to C)),
1000+x

Since in computing the amount of addi-
tional shares deemed to be distributed to C
the redemption of shares is disregarded, the
redemption of shares will be similarly dis-
regarded in determining the value of the
stock of the corporation which is considered
to be distributed. Thus, in the example,
1,005.26 shares of stock are considered as
outstanding after the redemption. The value
of each share deemed to be distributed to C
is then determined by dividing the 1,005.25
shares into the aggregate fair market value
of the actual shares outstanding (955) after
the redemption.

Example (9). (i) Corporation O has an
optional stock redemption program under
which, instead of paying out earnings and
profits to its shareholders in the form of
dividends, 1t offers to redeem the stock of its
shareholders up to a stated amount which
is determined by the earnings and profits of
the corporation. If the stock tendered for
redemption exceeds the stated amount, the
corporation redeems the stock on a pro rata
basis up to the stated amount.

(ii) During the year corporation O offers
to distribute $10,000 in redemption of its
stock. At the time of the offering, corpora-
tion O has 1,000 shares outstanding of which
E and F each owns 150 shares and G and

H each owns 350 shares. The corporation
redeems 15 shares from E and 35 shares from
G. F and H continue to hold all of their
stock.

(lii) F and H have increased their pro-
portionate interests in the assets and earn-
ings and profits of the corporation. Assum-
ing that the cash E and G receive is taxable
under section 301, ¥ will be considered to
have received a distribution under sections
305(b) (2) and 305(¢c) of 16.66 shares of stock
to which section 301 applies and H will be
considered to have received a distribution
under sections 305(b)(2) and 305(c) of
38.86 shares of stock to which section 301
applies. The amount of the distribution to
F and H is measured by the number of
shares which would have been distributed
to F and H had the corporation sought to
increase the interest of ¥ by 0.70 percent-
age points (F owned 15 percent of the stock
immediately before the redempton and 15.79
percent immediately thereafter) and the
interest of H by 1.84 percentage points (H
owned 35 percent of the stock immediately
before the redemption and 36.84 percent im-
mediately thereafter) and E and G had con-
tinued to hold 150 shares and 350 shares,

respectively (i.e.,

150 350

(a) —X—=>52.63% (percent of F and H's ownership after redemption);

950 950
500+y

(b)
10004y

150

———=052.63%; y=55.52 (additional shares considered {0 be distributed to F and H);

(¢) (1) —X55.52=16.66 (shares considered to be distributed to F);
500

350

(2) — % 55.52=38.86 (shares considered to be distributed to H) ).

500

Since in computing the amount of additional
shares deemed to be distributed to F and
H the redemption of shares is disregarded,
the redemption of shares will be similarly
disregarded in determining the value of the
stock of the corporation which is considered
to be distributed. Thus, in the example,
1,056.52 shares of stock are considered as
outstanding after the redemption. The value
of each share deemed to be distributed to
F and H is then determined by dividing the
1,055.52 shares into the aggregate fair mar-
ket value of the actual shares outstanding
(950) after the redemption.

Example (10). Corporation P has 1,000
shares of stock outstanding. T owns 700
shares of the P stock and G owns 300 shares
of the P stock. In a single and isolated re-
demption to which section 301 applies, the
corporation redeems 150 shares of T's stock.
Since this is an isolated redemption, G is
not treated as having received a distribution
to which section 301 applies even though he
has an increased proportionate interest in

the assets and earnings and profits of the
corporation. E
Example (11). Corporation Q is a large cor-
poration whose sole class of stock is widely
held. However, the four largest shareholders
are officers of the corporation and each owns
8 percent of the outstanding stock. In 1970,
a fire destroys one of Q's factory buildings
and, rather than rebuild, Q decides to dis-
tribute the insurance proceeds to its share-
holders. Accordingly, in 1970 the insurance
proceeds are distributed pro rata in redemp-
tion of part of Q’s stock pursuant to a plan
of partial liquidation. In 1974, in a distribu-
tion to which section 301 applies, the cor-
poration redeems 1.5 percent of the stock
from each of the four largest shareholders
in preparation for their retirement. Since
the 1974 redemptions are not part of a plan
for periodically redeeming the stock of the
corporation, the remaining shareholders are
not treated as having received a distribution
to which section 301 applies even though
they have an increased proportionate inter-
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est in the assets and earnings and prof
the corporation,

Ezample (12). Corporation R has 2,000
shares of class A stock outstanding, Pige
shareholders own 300 shares each ang five
shareholders own 100 shares each. In prep;,.
ration for the retirement of the five major
shareholders, corporation R, in a single ang
isolated transaction, has a recapitalization
in which each share of class A stock may he
exchanged either for five shares of ney class
B nonconvertible preferred stock plus 04
share of new class C common stock, or for
two shares of new class C common stock. As
a result of the exchanges, each of the fiye
major shareholders receives 1,500 shares of
class B nonconvertible preferred stock ang
120 shares of class C common stock. The
remaining shareholders each receives 200
shares of class C common stock. None of the
exchanges are within the purview of sec.
tion 305.

Ezample (13). (1) Corporation V is orga-
nized with two classes of stock, class A com-
mon and class B convertible preferred. The
class B stock is issued for $100 per share
and is convertible into class A at a fixed
ratio that is not subject to adjustment in
the event stock dividends or rights are dis-
tributed to the class A shareholders, The
class B stock pays no dividends but it is
redeemable In 10 years for $200. Under sec-
tion 305(b) (4) (see example (6) of § 1.305-5
(c)), the excess of redemption price over
issue price is deemed to be a substitute for
dividends and the dividends are considered
to be distributed ratably over the 10-year
period since there are no facts to show that
such excess constitutes a reasonable call
premium, During the year, the corporation
declares a dividend on the class A stock pay-
able in additional shares of class A stock.

(i1) The distribution on the class A stock
is a distribution to which section 301 applies
since it increases the proportionate interesis
of the class A shareholders in the assets and
earnings and profits of the corporation and
the class B stockholders have received prop-
erty. If, however, the conversion ratio of the
clagss B stock were subject to adjustment 10
reflect the distribution of stock to class A
shareholders, the distribution of stock divl-
dends on the class A stock would not increase
the proportionate interests of the class A
shareholders In the assets and earnings and
profits of the corporation and such dzsxr_mu_-
tion would not be a distribution to which
section 301 applies.

§ 1.305-4 Distributions of common and
preferred stock.

(a) In gemeral. Under section 305(b)
(3), a distribution (or a series of dls[!‘”i-
putions) by a corporation which resuits
in the receipt of preferred stock whetier
or not convertible into common stocx) p)
some common shareholders and the rée-
ceipt of common stock by other cq;nmo?
shareholders is treated as a distrxmu;o}
of property to which section 301 applcs.
For the meaning of the term "a series
of distributions,” see §1.305—3~b\~_1'-‘

(b) Ezamples. The application o:‘se;::
tion 305(b) (3) may be illustrated by U
following examples:

Ezample (1). Corporation X is «
with two classes of common stock, ¢l
class B. Dividends may be paid in
cash paid on elther class of stock_‘A“- s
gard to the medium or payment of (,‘.u s
on the other class. A dividend is declarc :es
the class A stock payable in additional s}]l:r-ed
of class A stock and a dividend Is d?‘:r‘yed
on class B stock payable in newly author ;‘u
class C stock which 18 noncon.vem.r.*».ém
limited and preferred as o dividends. 5¢

ts of

rganized
s A and
ock orin

1t reé-

ends
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e distribution of class A shares and the
distribution of new class C shares are dis-
tributions to which section 301 applies.
grample (2). Corporation Y is organized
with one class of stock, class A common,
¢ the year the corporation declares a
on the class A stock payable in
authorized class B preferred stock
W {s convertible into class A stock no
\gter than 6 months from the date of dis-
irbution at a price that is only slightly
ner than the market price of class A
k the date of distribution. Taking into
the dividend rate, redemption pro-
e marketabllity of the convertible
d the conversion price, it is reason-
anticipate that within a relatively
d of time some shareholders will
their conversion rights and some
not. Since the distribution can reason-
e expected to result in the receipt of
preferred stock by some common sharehold-
ars and the receipt of common stock by other
yn shareholders, the distribution is a
ribution of property to which section 301
applies,
§ L.305=5

. stock.

(a) In general. Under section 305(b)
(4), a distribution by a corporation of
its stock (or rights to acquire its stock)
made or deemed made with respect to
its preferred stock is treated as a distri-
bution of property to which section 301
applies unless the distribution is made
with respect to convertible preferred
stock (or securities) to take into ac-
count a stock dividend, stock split, or
any similar adjustment (such as the sale
of stock of the distributing corporation
to employees at less than the fair mar-
ket value) which would otherwise re-
sult in the dilution of the conversion
right. For purposes of the preceding sen-
tence, an adjustment in the conversion
ratio of convertible preferred stock made
solely to take into account the distribu-
tion by a closed end regulated investment
company of a capital gain dividend with
respect to the stock into which such stock
is convertible shall not be considered a
“similar adjustment.” The term ‘“pre-
ferred stock” includes stock the terms
of which require, in all events, periodic
distributions with respect to it of stock
or rights to acquire stock, provided the
corporation has another class of stock
outstanding,

(b) Redemption premium. (1) If a

‘orporation issues preferred stock which
may be redeemed after a specified period
of time at a price higher than the issue
Price, such increase will be considered
Under the authority of section 305(c) to
be & distribution of additional stock on
breferred stock which is constructively
feceived by the shareholder over the peri-
0,d of time during which the preferred
Slock cannot be called for redemption.
_ (2 Subparagraph (1) of this para-
°raph shall not apply to the extent
call et redemption price is a reasonable
d‘l{'ldli_ﬂ;gnum and is not a substitute for
the _nds on such stock. For purposes of
'];(-mlflm‘edmg. sentence, a redemption
'“;e“,‘“_m not in excess of 10 percent of
. e‘dr‘&*ue brice on stock which is not
rcdeemable for 5 years from the date of
iSsue shall be considered reasonable.

'¢) Ezamples. The application of sec-

new:

Distributions on preferred
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tions 305(b) (4) and 305(¢c) may be illus-
trated by the following examples:

Ezample (1). Corporation R is organized.
with two classes of stock, class A and class
B. The terms of the class B stock require
that a distribution of one share of class A
stock be made annually with respect to
each 20 shares of class B stock. The class A
stock is not preferred stock. During the year,
the required dividend in class A shares is de-
clared and paid on the class B stock. The
class B stock is preferred stock and the dis-
tribution of class A shares is a distribution
to which section 301 applies.

Ezample (2). (1) Corporation S is orga-
nized with two classes of stock, class A and
class B. The class A stock is not preferred as
to dividends. The class B stock may be con-
verted, at the option of the holder, into class
A stock, During the first year, the conversion
ratio is one share of class A stock for each
share of class B stock. At the beginning of
each subsequent year, the conversion ratio is
increased by 0.05 share of class A stock for
each share of class B stock. Thus, during
the second year the conversion ratio would
be 1.05 shares of class A stock for each share
of class B stock; during the third year the
ratio would be 1.10 shares, etc.

(1) At the beginning of the second year,
when the conversion ratio is increased to
1.05 shares of class A stock for each share of
class B stock, a distribution of 0.05 share
of class A stock is considered as made with
respect to each share of class B stock. The
class B stock Is preferred stock and the dis-
tribution is a distribution to which section
301 applies,

Ezample (3). Corporation T has 1,000
shares of 8 percent cumulative preferred
stock outstanding with a par value of $100
per share. Five hundred shares are owned by
J and 500 shares by K. The corporation is
3 years In arrears on its dividends to the
preferred shareholders. Pursuant to a re-
capitalization under section 368(a)(1)(E),
each share of preferred stock Is exchanged
for 1.2 shares of new preferred stock having
substantially the same terms as the stock
exchanged. Each share of new preferred stock
is equal in value to a share of old preferred
stock and 0.2 of a share of new preferred
stock is equal in value to the amount of
dividend arrearages on the old preferred
stock. J and K are each considered to have
recelved a distribution on their preferred
stock of 100 shares and the distribtuion is
a distribution to which section 301 applies.

Ezample (4). (1) Corporation U has out-
standing 1,000 shares of nonvoting, cumu-
lative preferred stock and 10,000 shares of
common stock without par value. The pre-
ferred stock is entitled to a preferential divi-
dend of $6 per share annually. The corpora-
tion is 3 years in arrears on its dividends to
the preferred shareholders. The preferred is
redeemable by corporation U at any time at
$110 per share and is entitled to a $100 pref-
erence on liguidation. The fair market value
of the preferred and common s, respectively,
$90 per share and $12 per share.

(ii) Pursuant to a recapitalization under
section 368(a) (1) (E), the preferred share-
holders exchange their preferred stock in-
cluding their right to dividend arrearages on
the basis of one old preferred share for one
newly authorized class A preferred share and
three common shares. The new class A pre-
ferred pays an annual preferential dividend
of $4 per share noncumulative, is entitled
to one vote per share, IS convertible into
two shares of common stock at any time, Is
redeemable by corporation U after § years
from the date of issue at $55 per share, and
is entitled to a $50 per share preference in
liquidation. The new class A preferred im-
mediately trades on the market after issu-
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ance at $55 per share, and the common
continues to trade at $12 per share. Section
305(b) does not apply to the transaction
and accordingly the stock received by the
preferred shareholders is not a distribution
to which section 301 applies.

(iif) Assume the same facts as In (1).
Pursuant to a recapitalization under section
368(a) (1) (E), the preferred shareholders
exchange their preferred stock including
their right to dividend arrearages on the
basis of one preferred share for 7.5 shares
of common stock. The common stock con-
tinues to trade on the market for $12 per
share. Section 305(b) does not apply to the
transaction and accordingly the stock re-
celved by the preferred shareholders Is not
a distribution to which section 301 applies.

Example (5). (1) Corporation A, a publicly
held company whose stock is traded on &
securities exchange (or in the over-the-coun-
ter market) has two classes of stock out-
standing, common and preferred. The pre-
ferred stock is nonconvertible, limited and
preferred as to dividends, and has a fixed
liquidation preference. There are no divi-
dend arrearages. At the time of issue of the
preferred stock, there was no plan or pre-
arrangement by which it was to be ex-
changed for ‘common stock. In order to
retire the preferred stock, corporation A
recapitalizes in a transaction to which sec-
tion 368(a) (1) (E) applies and the preferred
stock is exchanged for common stock., The
transaction Is not deemed to be a distribu-
tion under section 305(¢) and sections 305
(b) and 301 do not apply to the transaction,
The same result would follow if the preferred
stock was exchanged for a new preferred
stock having substantially the same market
value and having no greater call premium or
liquidation preference than the old preferred
stock but which is convertible into com-
mon stock of corporation A at a fixed ratio
subject to change solely to take account of
stock dividends, stock splits, or similar trans-
actions with respect to the stock into which
the preferred stock is convertible.

(i) Assume the same facts as in (1) ex-
cept that each share of preferred stock is
exchanged for one share of new preferred
stock which 1s substantially identical in all
respects to the old preferred stock, plus a
share of common, The exchange is deemed
to be a distribution under section 305(c) to
the preferred shareholders since their propor-
tionate interests in the earnings and profits
or assets of the corporation are increased
and since such distribution has the effect
described in section 305(b) (4). Accordingly,
sections 305(b)(4) and 301 apply to the
transaction.

Ezample (6). Corporation V is organized
with two classes of stock, 1,000 shares of class
A common and 1,000 shares of class B con-
vertible preferred. Each share of class B stock
may be converted into two shares of class A
stock. Pursuant to a recapitalization under
section 868(a) (1) (E), the 1,000 shares of
class A stock are surrendered in exchange for
500 shares of new class A common and 500
shares of newly authorized class C common.
The conversion right of class B stock Is
changed to one share of class A stock and
one share of class C stock for each share of
class B stock. The change In the conversion
right Is not considered a distribution on
preferred stock to which section 301 applies.

Ezxample (7). Corporation X issues pre-
ferred stock of $100 per share. The stock
is redeemable in 5 years or any time there-
after for $110. The redemption price at no
time exceeds 10 percent of the issue price.
The increase in the redemption price is not
considered a distribution on preferred stock
under section 305(b) (4).
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Example (8), Corporation W issues pre-
ferred stock for $100 per share, The stock
pays no dividends but is redeemable in &
vears for $185, with yearly increases there-
after of $15. There are no facts to indlcate
that a call premium in excess of $10 is rea-
sonable. Since the increase in redemption
price over the issue price exceeds the
reasonable call premium to the extent of $75,
that amount will be deemed to be a substi-
tute for the distribution of dividends on
such stock: The shareholder is considered to
receive on the last day of each year during
the 5-year period, a distribution on his pre-
ferred stock in an amount equal to 15 per-
cent of the issue price. Each 815 increase in
the redemption price thereafter is considered
to be a distribution on the preferred stock
at the time each such increase becomes
effective.

Example (9). (i) Corporation Y is orga-
nized with two classes of stock, class A com-
mon and class B convertible preferred. The
class B stock is issued for $100 a share and
pays no cash dividends. The class B stock
may be converted into class A stock during
the first year at one share of class A stock
for each share of class B stock, On the last
day of each year, the conversion ratio is
increased by 0.05 share of class A stock for
each share of class B stock. The class B stock
is redeemable after ten years at a price of
$150. There are no facts indicating that a
call premium In excess of $10 is reasonable.

(i1) A distribution is deemed to be made
on the class B stock each year equal to the
greater of (a) the fair market value of 0.05
share of class A stock as of the last day of
each such year (see example (2) of this para-
graph), or (b) 4 percent of the issue price
(see example (8) of this paragraph).

§ 1.305-6 Distributions of convertible
preferred.

(a) In general. (1) Under section 305
(b) (5), a distribution by a corporation
of its convertible preferred stock or
rights to acquire such stock made or
considered as made with respect to its
stock is treated as a distribution of prop-
erty to which section 301 applies unless
the corporation establishes that such
distribution will not result in a dispro-
portionate distribution as described in
-§ 1.305-3.

(2) The distribution of convertible
preferred stock is likely to result in a
disproportionate distribution when both
of the following conditions exist: (i) The
conversion right must be exercised
within a relatively short period of time
after the date of distribution of the
stock; and (ii) taking into account such
factors as the dividend rate, the redemp-
tion provisions, the marketability of the
convertible stock, and the conversion
price, it may be anticipated that some
shareholders will exercise their conver-
sion rights and some will not. On the
other hand, where the conversion right
may be exercised over a period of many
years and the dividend rate is consistent
with market conditions at the time of
distribution of the stock, there is no basis
for predicting at what time and the ex-
tent to which the stock will be converted
and it is unlikely that a disproportionate
distribution will result.

(b) Examples. The application of sec-
tion 305(b) (5) may be illustrated by the

following examples:
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Ezample (1). Corporation Z is organized
with one class of stock, class A common.
During the year the corporation declares a
dividend on the class A stock payable in
newly authorized class B preferred stock
which is convertible into class A stock for
a period of 20 years from the date of is-
isuance. Assuming dividend rates are normal
in light of existing conditions 8o that there
is no basis for predicting the extent to which
the stock will be converted, these circum-
stances will ordinarily be sufficient to estab-
lish that a disproportionate distribution will
not result since it is impossible to predict the
extent to which the class B stock will be
converted into class A stock. Accordingly,
the distribution of class B stock is not-one
to which section 301 applies.

Ezample (2). Corporation X is organized
with one class of stock, class A common.

‘During the year the corporation declares a

dividend on the class A stock payable in
newly authorized redeemable class C pre-
ferred stock which is convertible into ciass
A common stock no later than 4 months
from the date of distribution at a price
slightly higher than the market price of
class A stock on the date of distribution. By
prearrangement with corporation X, cor-
poration Y, an insurance company, agrees to
purchase class C stock from any shareholder
who does not wish to convert. By reason of
this prearrangement, it is anticipated that
the shareholders will either sell the class C
stock to the insurance company (which ex-
pects to retain the shares for investment
purposes) or will convert and not retain the
stock. As a result, some of the shareholders
exercise their conversion privilege and re-
ceive additional shares of class A stock, while
other shareholders sell their class C stock to
corporation Y and receive cash. The distribu-
tion is a distribution to which section 301
applies since it results in the receipt of prop-
erty by some shareholders and an increase
in the proportionate interests of other
shareholders.

§ 1.305=7 Certain transactions Ireated
as distributions.

Under section 305(¢), a change in
conversion ratio, a change in redemption
price, a difference between redemption
price and issue price, a redemption which
is treated as a distribution to which sec-
tion 301 applies, or any transaction (in-
cluding a recapitalization) having a
similar effect on the interest of any
shareholder may be treated .as a dis-
tribution with respect to any shareholder
whose proportionate interest in the
earnings and profits or assets of the cor-
poration is increased by such change, dif-
ference, redemption, or similar transac-
tion. Thus, in general, such change, dif-
ference, redemption, or similar transac-
tion will be treated as a distribution to
which sections 305(b) and 301 apply
where—

(a) The proportionate interest of any
shareholder in the earnings and profits
or assets of the corporation deemed to
have made such distribution is increased
by such change, difference, redemption,
or similar transaction; and

(b) The effect of such distribution
has the result described in paragraph
(2), (3), (4), or (5) of section 305(b).

Where such change, difference, redemp-
tion, or similar transaction is treated as &

distribution under the provisions of this

section, such distribution will be deemeg
made with respect to any sharehojder
whose interest in the earnings and profits
or assets of the distributing corpormiox{
is increased thereby. Such distributjon
will be deemed to be a distribution of the
stock of such corporation made by the
corporation to such shareholder with re-
spect to his stock. Depending upon the
facts presented, the distribution may he
deemed to be made in-common or pre-
ferred stock. For example, where a re-
demption price in excess of a reasonahle
call premium exists with respect to a
class of preferred stock and the other re-
quirements of this section are also met,
the distribution will be deemed made
with respect to such preferred stock, in
stock of “the same class. Accordingly the
preferred shareholders are considered
under sections 305(b) (4) and 305(¢) to
have received a distribution of preferred
stock to which section 301 applies. See
the examples in §§ 1.305-3(e) and 1.305-
5(¢) for further illustrations of the ap-
plication of section 305(c).

§ 1.305-8 Effective dates.

(a) In general. Section 421(b) of the
Tax Reform Act of 1969 (83 Stat. 615)
provides as follows:

(b) Effective dates. (1) Except as other-
wise provided in this subsection, the amend-
ment made by subsection (a) shall apply
with respect to distributions (or deemed dis-
tributions) made after January 10, 1969, in
taxable years ending after such date.

(2) (A) Section 305(b)(2) of the Inter-
nal Revenue Code of 1954 (as added by

subsection (a)) shall not apply to a distri-
bution (or deemed distribution) of stock
made before January 1, 1991, with respect
to stock (1) outstanding on January 10, 1968,
(i1) issued pursuant to a contract binding on

January 10, 1969, on the distributing cor-
poration, (iii) which is addltional stock of
that class of stock which (as of January 10,
1969) had the largest fair market value of all
classes of stock of the corporation (taking
into account only stock outstanding on Jan-
uary 10, 1969, or issued pursuant to a con-
tract binding on January 10, 1969), (i)
described in stbparagraph (C) (iii), or (V)
issued in a prior distribution described it
clause (1), (i), (ii1), or (iv).

(B) Subparagraph (A) shall apply only if—

(1) The stock as to which there is a recelpt
of property was outstanding on January 10,
1969 (or was issued pursuant to a contract
binding on January 10, 1969, on the dis-
tributing corporation), and

(ii) If such stock and any stock described
in subparagraph (A) (1) were also outstand:
ing on January 10, 1968, a distribution &
property was made on or before January 10,
1969, with respect to such stock, and & distris
bution of stock was made on or before Jnnu:
ary 10, 1969, with respect fto such sWC%
described in subparagraph (A) (1).

(C) Subparagraph (A) shall ceas
when at any time after October 9,
distributing corporation issues anj
stock (other than in a distribution s
with respect to stock of the same class) which
isnot—

(1) Nonconvertible preferred stock, ...

(ii) Additional stock of that class 0! stock
which meets the requirements of subpars
graph (A) (i), or

(1ii) Preferred stock which is conv
into stock which meets the requireme b
subparagraph (A) (iii) at a fixed conversic

ertible
nts of
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ratio which takes account of all stock divi~
dends and stock splits with respect to the
stock into which such convertible stock is
convertible,

(D) For purposes of this paragraph, the
term “stock” includes rights to acquire such
stock.

(3) In cases to which Treasury Decision
090 (promulgated January 10, 1969) would
not have applied, in applying paragraphs (1)
and (2) April 22, 1969, shall be substituted
for January 10, 1969.

(4) Section 305(b)(4) of the Internal
Revenue Code of 1954 (as added by subsec-
tion (a)) shall not apply to any distribution
(or deemed distribution) with respect to pre-
ferred stock (including any increase in the
conversation ratio of convertible stock) made
before January 1, 1991, pursuant to the terms
relating to the issuance of such stock which
were in effect on January 10, 1969.

(5) With respect to distributions made or
considered as made after January 10, 1969,
in taxable years ending after such date, to
the extent that the amendment made by sub-
sectlon (a) does not apply by reason of para-
graph (2), (3), or (4) of this subsection, sec-
tion 305 of the Internal Revenue Code of
1954 (as in effect before the amendment made
by subsection (a)) shall continue to apply.

(b) Rules of application. (1) The rules
contained in section 421(b) (2) of the Tax
Reform Act shall apply with respect to
the application of the following sections
of the Code: (i) Section 305(b) (2) ; and
(i) section 305(b) (5), to the extent that
section requires a determination as to
whether a distribution will have the re-
sult described in section 305(b) (2). For
example, section 305(b) (5) of the Code
will not apply to a distribution of con-
vertible preferred stock made before
January 1, 1991, with respect to stock
outstanding on January 10, 1969 (or
which was issued pursuant to a contract
binding on the distributing corporation
on January 10, 1969), provided the dis-
tribution is pursuant to the terms relat-
ing to the issuance of such stock which
were in effect on January 10, 1969.

(2) Except as provided in subpara-
graph (3) of this paragraph, for pur-
Poses of section 421(b)(2) of the Tax
Reform Act of 1969 (83 Stat. 615), stock
Is considered as outstanding on Janu-
ary 10, 1969, if it could be acquired on
such date or some future date by the
exercise of a right in existence on such
date. For purposes of the preceding sen-
tence, common stock will also be con-
Sidered outstanding on January 10, 1969,
if () an option to which section 422 or
423 of the Code applies was granted to
acquire such stock prior to [the date of
the publication of this notice in the Fep-
ERAL REGISTER]; (ii) such option was
granted pursuant to a plan which had
been adopted by, and approved by the
Shareholders of, the granting corpora-
tylvovn on or before January 10, 1969;: and
D such option was not modified, ex-
tended, for renewed, within the meaning
of section 425(h), subsequent to such
(}axe. In addition, stock will be con-
aldereq as outstanding on January 10,
1.969-‘ If it is issued pursuant to a con-
version privilege contained in stock is-
Sued, mediately or immediately, as a
Stock dividend with respect to stock out-
Standing on such date, Thus, if, on Janu-
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ary 10, 1969, there is outstanding a class
of stock (“class A”) that is convertible
into another class (“class B"), then all
class B stock that could be acquired by
exercise of the conversion privilege, as
well as all class B stock issued pursuant
to the exercise of conversion privileges
contained in class A stock issued, medi-
ately or immediately, as stock dividends
with respect to class A stock outstand-
ing on such date, is considered as out-
standing on January 10, 1969.

(3) Subparagraph (2) of this para-
graph does not apply in determining, for
purposes of section 421(b) (2) (A) (iii) of
the Tax Reform Act of 1969, that class of
stock which as of January 10, 1969, had
the largest fair market value of all
classes of stock of the corporation.

(4) Stock issued after January 10,
1969, and before October 10, 1969, and
stock described in section 421(b) (2) (C)
(i), (i), or (iii) of the Tax Reform Act
of 1969 shall not be taken into account
for purposes of applying section 421(b)
(2) (B) (1) of such Act.

(5) Under section 421(b) (4) of the
Tax Reform Act of 1969 (83 Stat. 616),
section 305(h) (4) does not apply to any
distribution (or deemed distribution) by
a corporation with respect to preferred
stock made before January 1, 1991, if
such distribution is pursuant to the
terms relating to the issuance of such
stock which were in effect on January
10, 1969. For example, if as of January
10, 1969, a corporation had followed the
practice of paying stock dividends on
preferred stock (or of periodically in-
creasing the conversion ratio of convert-
ible preferred stock) or if the preferred
stock provided for a redemption price in
excess of the issue price, then any dis-
tribution of stock made (or which would
be considered made if section 305(b) (4)
applied) before January 1, 1991, pur-
suant to such practice is not taxable un-
der section 301.

[FR Doc.71-3783 Filed 3-17-71;8:45 am]

[ 26 CFR Parts 1, 13, 311

TREATMENT OF PAYMENTS FOR EX-
PENSES OF MOVING FROM ONE
RESIDENCE TO ANOTHER RESI-
DENCE

Notice of Proposed Rule Making

Notice is hereby given that the regula-
tions set forth in tentative form below
are proposed to be prescribed by the
Commissioner of Interna] Revenue, with
the approval of the Secretary of the
Treasury or his delegate. Prior to the
final adoption of such regulations, con-
sideration will be given to any comments
or suggestions pertaining thereto which
are submitted in writing, preferably in
quintuplicate, to the Commissioner of
Internal Revenue, Attention: CC:LR:T,
Washington, D.C. 20224, within the
period of 30 days from the date of pub-
lication of this notice in the FEbErAL
REGISTER. Any written comments or sug-
gestions not specifically designated as
confidential in accordance with 26 CFR
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601.601(b) may be inspected by any per-
son upon written request. Any person
submitting written comments or sug-
gestions who desires an opportunity to
comment orally at a public hearing -on
these proposed regulations should sub-
mit his request, in writing, to the Com-
missioner within the 30-day period. In
such case, a public hearing will be held,
and notice of the time, place, and date
will be published in a subsequent issue
of the FEDERAL REGISTER. The proposed
regulations are to be issued under the
authority contained in section 7805 of
the Internal Revenue Code of 1954 (68A
Stat. 917; 26 U.S.C. 7805) .

[SEAL] RanporLrH W. THROWER,
Commissioner of Internal Revenue.

The following regulations are hereby
preseribed in order to conform the In-
come Tax Regulations (26 CFR Part 1)
and the Employment Tax Regulations
(26 CFR Part 31) to the amendments
made by section 231 of the Tax Reform
Act of 1969 (83 Stat. 577) and section
2 of Public Law 91-642 (84 Stat. 1880).
The regulations set forth below super-
sede Part 13 of the regulations in this
chapter, temporary income tax regula-
tions relating to treatment of payments
of expenses of moving from one resi-
dence to another residence (26 CFR Part
13). Section 1.217-2(g) of the regula-
tions supersedes the provisions of T.D.
7032, approved March 11, 1970 (35 F.R.
4330) as they apply to elections under
section 231(d) (2) of the Tax Reform
Act of 1969 (83 Stat. 580) .

INCcOME TAX REGULATIONS
(26 CFR PART 1)

ParacraPH 1. There are inserted after
§ 1.79-3 the following new sections:

§ 1.82 Statutory provisions; reimburse-
ment for expenses of moving.

Sec. 82. Reimbursement for expenses of
moving. There shall be included in gross in-
come (as compensation for services) any
amount received or accrued, directly or in-
directly, by an individual as a payment for
or reimbursement of expenses of moving
from one residence to another residence
which is attributable o employment or self-
employment,

[Sec. 82 as added by sec. 231(b), Tax Reform
Act 1969 (83 Stat. 579) |

§ 1.82-1 Payments for or reimburse-
ments of expenses of moving from
one residence to another residence
attributable to employment or self-
employment.

(a) Reimbursements in gross income—
(1) In general. Any amount received or
accrued, directly or indirectly, by an in-
dividual as a payment for or reimburse-
ment of expenses of moving from one
residence to another residence attribut-
able to employment or self-employment
is includible in gross income under sec-
tion 82 as compensation for services in
the taxable year received or accrued. For
rules relating to the year a deduction
may be allowed for expenses of moving
from one residence to another residence,
see section 217 and the regulations
thereunder.
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(2) Amounts received or accrued as re-
imbursement or payment. For purposes
of this section, amounts are considered
as being received or accrued by an in-
dividual as reimbursement or payment
whether received in the form of money,
property, or services. Thus, if an em-
ployer moves an employee’s household
goods and personal effects from the em-
ployee’s old residence to his new resi-
dence using the employer’s facilities, the
employee is considered as having re-
ceived a reimbursement in the amount
of the fair market value of the services
furnished at the time the services are
furnished by the employer. On the other
hand, if the employer pays a mover for
moving the employee’s household goods
and personal effiects, the employee is con-
sidered as having received the reim-
bursement at the time the employer pays
the mover, rather than at the time the
mover moves the employee. Also, if an
employer in order to reimburse an em-
ployee for a loss on & sale of a house
acquires the property from the employee
at a price in excess of fair market value,
the employee is considered to have re-
ceived a reimbursement or payment to
the extent that such reimbursement or
payment exceeds the fair market value
of the property. Where an employee re-
ceives a loan or advance from an em-
ployer to enable him to pay his moving
expenses, the employee will not be
deemed to have received a reimburse-
ment of moving expenses until such time
as he accounts to his employer if he is
required to replay such loan or advance
or make such accounting within a rea-
sonable time, Such loan or advance will
be deemed to be a reimbursement of
moving expenses at the time of such ae-
counting to the extent the employee ac-
counts for such moving expenses.

(3) Direct or indirect payments or re-
imbursements. For purposes of this sec-
tion amounts are considered as being
received or accrued whether received di-
rectly (paid to an individual by an em-
ployer, a client, a customer, or similar
person) or indirectly (paid fo a third
party on behalf of an individual by an
employer, a client, a customer, or similar
person). Thus, if an employer pays a
mover for the expenses of moving an em-
ployee’s household goods and personal
effects from one residence to another res-
idence, the employee has indirectly re-
ceived a payment which is includible in
his gross income under section 82.

(4) Expenses of moving from one resi-
dence to another residence. An expense
of moving from one residence to another
residence is any expenditure, cost, loss, or
similar item paid or incurred in connec-
tion with a move from one residence to
another residence. Such expenses include
jtems described in section 217(h) (re-
lating to the definition of moving ex-
penses), irrespective of the dollar limita-
tions contained in section 217(h) (3) and
the conditions contained in section
217(c), as well as items not described in
section 217(b), such as a loss sustained
on the sale or exchange of personal

property.

PROPOSED RULE MAKING

(5) Attribulable io employment or
self-employmeni. Any amount received
or accrued from an employer, a client,
a customer, or similar person in connec-
tion with the performance of services
for such employer, client, customer, or
other similar person, is attributable fto
employment or self-employment. Thus,
for example, if an employer reimburses
an employee for a loss incurred on the
sale of the employee’s house, reimburse-
ment is attributable to the performance
of services if made because of the
employer-employee relationship.

(b) Effective date—(1) In general. Ex-
cept as provided in subparagraph (2) of
this paragraph, paragraph (&) of this
section is applicable only to amounts re-
ceived or accrued in taxable years begin-
ning after December 31, 1969.

(2) Election with respect to payments
or reimbursements jor expenses paid or
incurred before July 1, 1970. Paragraph
(a) of this section does not apply with
respect to moving expenses paid or in-
curred before July 1, 1970, in connection
with the commencement of work by such
taxpayer as an employee at a new princi-
pal place of work where such taxpayer
had been notified by his employer on or
before December 19, 1969, of such move
and a taxpayer makes an election under
paragraph (g) of §1.217-2,

Par. 2. Section 1.217 is amended by re-
vising section 217 and by revising the
historical note to read as follows:

§ 1.217 Statutory provisions;
expenses.

Sec. 217. Moving expenses—(a) Deduction
allowed. There shall be allowed as a deduc-
tion moving expenses paid or incurred dur-
ing the taxable year in connection with the
commencement of work by the taxpayer as
an employee or as a self-employed Indi-
vidual at a new principal place of work.

(b) Definition of moving expenses—(1)
In general. For purposes of this section, the
term *“moving expenses'” means only the
reasonable expenses—

(A) Of moving household goods and per-
sonal effects from the former residence to
the new residence,

(B) Of traveling (including meals and
lodging) from the former residence to the
new place of residence,

(C) Of traveling (including meals and
lodging), after obtaining employment, from
the former residence to the general loca-
tion of the new principal place of work and
return, for the principal purpose of search-
ing for a new residence,

(D) Of meals and lodging while occupy-
ing temporary quarters in the general loca-
tion of the new principal place of work dur-
ing any period of 30 consecutive days after
obtaining employment, or

(E) Constituting qualified residence sale,
purchase, or lease expenses.

(2) Qualified residence sdle, etc., ex-
penses, For purposes of paragraph (1)(E),
the term ‘‘qualified residence sale, purchase,
or lease expenses” means only reasonable

~ expenses incident to—

(A) The sale or exchange by the taxpayer
or his spouse of the taxpayer’'s former resi-
dence (not including expenses for work per~
formed on such residence in order to assist
in its sale) which (but for this subsection
and subsection (e)) would be taken into
account in determining the amount realized
on the sale or exchange,

(B) The purchase by the taxpayer or his
spouse of a new residence in the general lo-

moving

catlon of the new principal place of w
which (but for this eubeectlog and ff;ﬁ?
tion (e)) would be taken into account in
determining— 3 y

(1) The adjusted basis of the neyw rest.
dence, or 4

(if) The cost of a loan (but not includin
any amounts which represent paymc-m.{;
prepayments of interest),

(C) The settlement of an unexpired leass
held by the taxpayer or his spouse on %
erty used by the taxpayer as his former res
dence, or .

(D) The acquisition of a lease by the tax-
payer or his spouse on property uced by tf“.n
taxpayer as his new residence in the genera)
location of the new principal place of wuri
(not including amounts which are payments
or prepayments of rent), 1

(3) Limitations—(A) Dollar Iim

g

)
fe

commencement of work which is attribui-
able to expenses described In subparagraph
(C) or (D) of paragraph (1) shall not ex-
ceed $1,000. The aggregate amount allowable
as a deduction under subsection (a) which
is attributable to qualified residence sale,
purchase, or lease expenses shall not excead
82,500, reduced by the aggregate amount so
allowable which is attributable to expenses
described in subparagraph (C) or (D) of
paragraph (1).

(B) Husband and wife. If a husband and
wife both commence work at a new prin-
cipal place of work within the same general
location, subparagraph (A) shall be applied
as if there was only one commencement of
work. In the case of a husband and wife fil-
ing separate returns, subnaragraph (A) shall
be applied by substituting *“$500" for
:égoo and by substituting *$1,250" for
“$2,500".

(C) Individuals other than tarpayer. In
the case of any individual other than the
taxpayer, expenses referred to in subpara-
graphs (A) through (D) of paragraph (1)
shall be taken into account only if such in-
dividual has both the former residence and
the new residenec as his principal place of
abode and is a member of the taxpayers
household.

(¢) Conditions for allowance. No deduc-
tion shall be allowed under this section
unless—

(1) The taxpayer’s new principal place of
work—

(A) Is at least 50 miles farther from his
former residence than was his former prin-
cipal place of work, or

(B) If he had no former principal place
of work, is at least 50 miles from his former
residence, and

(2) Either— :

(A) During the 12-month period immedi-
ately following his arrival in the general lo-
cation of his new principal place of work
the taxpayer is a full-time employee, in such
general location, during at least 89 weeks,
or i

(8) During the 24-month period immedi-
ately following his arrival in the SC”“:“,_“;
cation of his new principal place of Wor%
the taxpayer s a full-time employee 0‘:(‘;“2'
forms services as a self-employed individu®
on a full-time basis, in such Ce“cm‘mit
tion, during at least 78 weeks, of which "1'“
less than 39 weeks are during the 12-mont
period referred to in subparagraph (A):

{stance

For purposes of paragraph (1), the distel
betwpee;p two points shall be the short™ of
the more commonly traveled routes betw
such two points. : sirhs

(d) Rules for application Of SUP°CC. .
(e)(2). (1) The condition of s Jr {5 s
(¢) (2) shall not apply if the taxpayer Is
able to satisfy such condition by re

(A) Death or disability, or

ason of—=
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(B) Involuntary separation (other than
for willful misconduct) from the service of,
or transfer for the benefit of, an employer
after obtaining full-time employment in
which the taxpayer could reasonably have
peen expected to satisfy such condition.

(2) If & taxpayer has not satisfied the
condition of subsection (c)(2) before the
time prescribed by law (including extensions
thereof) for filing the return for the tax-

ear during which he paid or incurred

satisfy such condition, ther such expenses
may (at the election of the taxpayer) be de-
duoted for such taxable year notwithstand-
ing subsection (¢) (2).

(3) If—

(A) For any taxable year moving expenses
nave been deducted In accordance with the
rule provided In paragraph (2), and

(B) The condition of subsection (e)(2)
cannot be satisfied at the close of a subse-
quent taxable year,

then an amount equal to the expenses which
were so deducted shall be included in gross
income for the first such subsequent taxable
jear.

; (e) Denial of double benefit. The amount
realized on the sale of the residence de-
seribed in subparagraph (A) of subsection
(b) (2) shall not be decreased by the amount
of any expenses described in such subpara-
graph which are allowed as a deduction un-
der subsection (a), and the basis of a resi-
dence described in subparagraph (B) of sub-
section (b) (2) shall not be increased by the
smount of any expenses described in such
subparagraph which are allowed as a de-
duction under subsection (a). This subsec-
tion shall not apply to any expenses with
respect to which an amount is included in
gross income under subsection (d) (3).

(f) Rules for self-employed individuals—
(1) Definition. For purposes of this section,
the term “self-employed individual” means
an Individual who performs personal
services—

(A) As the owner of the entire interest in
in unincorporated trade or business, or

(B) As a partner in a partnership carrying
ona trade or business.

(2) Rule for application of subsections (b)
(1) (C) and (D). For purposes of subpara-
graphs (C) and (D) of subsection (b) (1), an
individual who commences work at a new
principal place of work as a self-employed in-
dividual shall be treated as having obtained
tmployment when he has made substantial
arrangements to commence such work.

(8) Regulations, The Secretary or his dele-
gate shall prescribe such regulations as may
be necessary to carry out the purposes of
this section,

[Sec. 217 as added by sec. 213(a) (1), Rev.
Act 1964 (78 Stat. 50); as amended by sec.
1(a) Tax Reform Act 1969 (83 Stat. 577)]

_ Pir. 3. Section 1.217-1 is amended by
Tevising the heading and paragraph (a)
(1) thereof to read as follows:

§1217-1 Deduction for moving exs
penses paid or incurred in taxable
‘l“”‘_'a beginning before January 1.

(AN
‘a) Allowance of deduction—(1) In
general. Section 217(a) allows a deduc-
ton from gross income for moving ex-
benses paid or incurred by the taxpayer
during the taxable year in connection

;mh) the commencement of work as an

“fgl.[_tO.Vet'? at a new principal place of

s d-)dE.\cept as provided in section 217,

i tduction is allowable for any ex-

ises incurred by the taxpayer in con-
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nection with moving himself, the mem-
bers of his family or household, or
household goods and personal effects.
The deduction allowable under this sec-
tion is only for expenses incurred after
December 31, 1963, in taxable years end-
ing after such date and beginning before
January 1, 1970, except in cases where a
taxpayer makes an election under para-
graph (g) of §1.217-2 with respect to
moving expenses paid or incurred before
January 1, 1971, in connection with the
commencement of work by such taxpayer
as an employee at a new principal place
of work of which such taxpayer has been
notified by his employer on or before De-
cember 19, 1969. To qualify for the de-
duction the expenses must meet the
definition of the term “moving expenses”
provided in section 217(b) ; the taxpayer
must meet the conditions set forth in
section 217(e) ; and, if the taxpayer re-
ceives a reimbursement or other expense
allowance for an item of expense, the de-
duction for the portion of the expense re-
imbursed is allowable only to the extent
that such reimbursement or other ex-
pense allowance is included in his gross
income as provided in section 217(e). The
deduction is allowable only to a taxpayer
who pays or incurs moving expenses in
connection with his commencement of
work as an employee and is not allowable
to a taxpayer who pays or incurs such
expenses in connection with his com-
mencement of work as a self-employed
individual. The term “employee” as used
in this section has the same meaning as
in §31.3401(c)~1 of this chapter (Em-
ployment Tax Regulations). All refer-
ences to section 217 in this section are to
section 217 prior to the effective date of
section 231 of the Tax Reform Act of 1969
(83 Stat. 577).

- * » » .

Par, 4. There is inserted immediately
after § 1.217-1 the following new section:

§ 1.217-2 Deduction for moving ex-
penses paid or incurred in taxable
years beginning after December 31,

(a) Allowance of deduction—(1) In
general. Section 217(a) allows a deduc-
tion from gross ingome for moving
expenses paid or incurred by the tax-
payer during the taxable year in connec-
tion with his commencement of work as
an employee or as a self-employed indi-
vidual at a new principal place of work,
Expenses are considered as being paid
or incurred whether a reimbursement or
payment is received directly (paid to the
taxpayer by an employer, a client, a
customer, or similar person) or indirectly
(paid to a third party on behalf of the
taxpayer by an employer, a client, a
customer, or similar person). No deduc-
tion is allowable under section 162 for
any expenses incurred by the taxpayer
in connection with moving from one
residence to another residence unless
such expenses are deductible by reason
of facts and circumstances other than a
change in the principal place of work, To
qualify for the deduction under section
217 the expenses must meet the definition
of the term “moving expenses” provided
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in section 217(b) and the taxpayer must
meet the conditions set forth in section
217(c). The term “employee’” as used in
this section has the same meaning as in
§ 31.3401(c)-1 of this chapter (Em-
ployment Tax Regulations). The term
“self-employed individual” as used in
this section is defined in paragraph (f)
(1) of this section.

(2) Expenses paid in a tazable year
other than the taxable year in which re-
imbursement representing such expenses
is received. In general, moving expenses
are deductible in the year paid or in-
curred. If a taxpayer who uses the cash
reczipts and disbursements method of
accounting receives reimbursement for a
moving expense in a taxable year other
than the taxable year the taxpayer pays
such expense, he may elect to deduct such
expense in the taxable year that he
receives such reimbursement, rather than
the taxable year when he paid such
expense in any case where—

(1) The expense is paid in a taxable
year prior to the taxable year in which
the reimbursement is received, or

(ii) The expense is paid in the taxable
yvear immediately following the taxable
year in which the reimbursement is
received, provided that such expense is
paid on or before the due date prescribed
for filing the return (determined with
regard to any extension of time for such
filing) for the taxable year in which the
reimbursement is received.

An election to deduct moving expenses in
the taxable year that the reimbursement
is received shall be made by claiming
the deduction on the return, amended
return, or claim for refund for the tax-
able year in which the reimbursement
is received.

(3) Commencement of work. To be
deductible, the moving expenses must be
paid or incurred by the taxpayer in con-
nection with his commencement of
work at a new principal place of work
(see paragraph (¢) (3) of this section for
a discussion of the term “principal place
of work™). While it is not necessary for
the taxpayer to have made arrangements
to work prior to his moving to a new lo-
cation, the deduction is not allowable
unless employment or self-employment
actually does occur. The term “com-
mencement” includes (i) the beginning
of work by a taxpayer as an employee or
as a self-employed individual for the first
time or after a substantial period of un-
employment or part-time employment,
(ii) the beginning of work by a taxpayer
for a different employer or in the case of
a self-employed individual in a new
trade or business, or (iii) the beginning
of work by a taxpayer for the same em-
ployer or in the case of a self-employed
individual in the same trade or business
at a new location. To qualify as being in
connection with the commencement of
work, the move must bear a reasonable
proximity both in time and place to such
commencement at the new principal
place of work. In general, moving ex-
penses incurred within 1 year of the date
of the commencement of work are con-

sidered to be reasonably proximate in
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time to such commencement. Moving ex-
penses generally are not considered to be
reasonably proximate in place to the
commencement of work at the new prin-
cipal place of work where the distance
between the taxpayer’s new residence
and his new principal place of work ex-
ceeds the distance between his former
residence and his new principal place of
work. Thus, for example, assume A is
transferred by his employer to a new
principal place of work and the distance
between his former residence and his
new principal place of work is 50 miles
greater than was the distance between
his former residence and his former prin-
cipal place of work. However, the dis-
tance between his new residence and his
new principal place of work is 10 miles
greater than was the distance between
his former residence and his new princi-
pal place of work. Although the mini-
mum distance requirement of section
217(e) (1) is met the expenses of moving
to the new residence are not considered
as incurred in connection with A’s com-
mencement of work at his new principal
place of work since the new residence is
not proximate in place to the new place
of work. If, however, A is required to live
at such residence as a condition of em-
ployment or if living at such residence
will result in an actual decrease in com-
muting time or expense, the expenses of
the move may be considered as incurred
in connection with the commencement of
work at the new principal place of work.

(b) Definition of moving exrpenses—
(1) In general. Section 217(b) defines
the term “moving expenses” to mean
only the reasonable expenses (i) of mov-
ing household goods and personal effects
from the taxpayer’s former residence to
his new residence, (ii) of traveling (in-
cluding meals and lodging) from the
taxpayer’s former residence to his new
place of residence, (iii) of traveling (in-
cluding meals and lodging), after ob-
taining employment, from the taxpayer’s
former residence to the general location
of his new principal place of work and
return, for the principal purpose of
searching for a new residence, (iv) of
meals and lodging while occupying tem-
porary quarters in the general location
of the new principal place of work during
any period of 30 consecutive days after
obtaining employment, or (v) of a nature
constituting qualified residence sale, pur-
chase, or lease expenses. Thus, the test
of deductibility is whether the expenses
are reasonable and are incurred for the
items set forth in subdivisions «)
through (v) of this subparagraph.

(2) Reasonable expenses. (i) The term
“moving expenses” includes only those
expenses which are reasonable under the
circumstances of the particular move.
Expenses paid or incurred in excess of
a reasonable amount are not deductible.
Generally, expenses paid or incurred for
movement of household goods and per-
sonal effects or for travel (including
meals and lodging) are reasonable only
to the extent that they are paid or in-
curred for such movement or travel by
the shortest and most direct route avail-
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able from the former residence to the
new residence by the conventional mode
or modes of transportation actually used
and in the shortest period of time com-
monly required to travel the distance
involved by such mode. Thus, if moving
or travel arrangements are made to pro-
vide a circuitous route for scenie, stop-
over, or other similar reasons, additional
expenses resulting therefrom are not de-
ductible since they are not reasonable nor
related to the commencement of work
at the new principal place of work. In
addition, expenses paid or incurred for
meals and lodging while traveling from
the former residence to the new place
of residence or to the general location
of the new principal place of work and
return or occupying temporary quarters
in the general location of the new prin-
cipal place of work are reasonable only if
under the facts and circumstances in-
volved such expenses are not lavish or
extravagant.

(il) The application of this subpara-
graph may be illustrated by the following
example:

Ezample. A, an employee of the M Com-
pany works and maintains his idence in
Boston, Mass. Upon receiving orders from
his employer that he is to be transferred
to M’s Los Angeles, Calif,, office, A motors to
Los Angeles with his family with stopovers
at various cities between Boston and Los
Angeles to visit friends and relatives. In ad-
dition, A detours into Mexico fof sightseeing,
Because of the stopovers and tour into Mex-
ico, A’s travel time and distance are increased
over what they would have been had he pro-
ceeded directly to Los Angeles, To the extent
that A’s route of travel between Boston and
Los Angeles is in a generally southwesterly
direction it may be said that he is traveling
by the shortest and most direct route avail-
able by motor vehicle. Since A’s excursion
into Mexico is away from the usual Boston-
Los Angeles route, the portion of the ex-
penses paid or incurred attributable to such
excursion is not deductible. Likewise, that
portion of the expenses attributable to A's
delay en route in visiting personal friends and
sightseelng are not deductible,

(3) Expenses of moving household
goods and personal effects. Expenses of
moving household goods and personal ef-
fects include expenses of transporting
such goods and effects from the taxpay-
er's former residehce to his new resi-
dence, and expenses of packing, crating,
and in-transit storage and insurance for
such goods and effects. Expenses paid or
incurred in moving household goods and
personal effects to the taxpayer's new
residence from a place other than his
former residence are allowable, but only
to the extent that such expenses do not
exceed the amount which would be allow-
able had such goods and effects been
moved from the taxpayer’s former resi-
dence. Expenses of moving household
goods and personal effects do not in-
clude, for example, storage charges
(other than in-transit), costs incurred
in the acquisition of property, costs in-
curred and losses sustained in the dis-
position of property, penalties for break-
ing leases, mortgage penalties, expenses
of refitting rugs or draperies, expenses
of connecting or disconnecting utilities,
losses sustained on the disposal of mem-
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berships in clubs, tuition fees, and simile,
items. The above expenses may, hoy.
ever, be described in other provisions of
section 217(b) and if so a deduction may
be allowed for them.

(4) Expenses of traveling from the
Jormer residence to the new place of resi-
dence. Expenses of traveling from the
former residence to the new place of resi-
dence include the cost of transportation
and of meals and lodging en route (in-
cluding the date of arrival) from the
taxpayer's former residence to his ney
place of residence. The date of arrival
is the day the taxpayer secures lodging
at the new place of residence, even if on
a temporary basis, Expenses of traveling
from the taxpayer’s former residence ta
his new place of residence do not include,
for example, living or other expenses
following the date of arrival at the new
place of residence and while waiting to
enter the new residence or waiting for
household goods to arrive, expenses in
connection with house or apartment
hunting, living expenses preceding the
date of departure for the new place of
residence, expenses of trips for purposes
of selling property, expenses of trips to
the former residence by the taxpayer
pending the move by his family to the
new place of residence, or any allowance
for depreciation. The above expenses
may, however, be deseribed in other pro-
visions of section 217(b) and if so a de-
duction may be allowed for them. The
deduction for traveling expenses from
the former residence to the new place
of residence is allowable for only one
trip made by the taxpayer and members
of his household; however, it is not neces-
sary that the taxpayer and all members
of his household travel together or at the
same time.

(5) Exzpenses of traveling Jfor the
principal purpose of looking for a new
residence. Expenses of traveling, after
obtaining employment, from the former
residence to the general location of the
new principal place of work and return,
for the prinecipal purpese of searching
for a new residence include the cost of
transportation and meals and lodging
during such travel and while at the gen-
eral location of the new place of work
for the principal purpose of searching
for a new residence. However, such
expenses do not include, for example,
expenses of meals and lodging of the tax-
payer and members of his household
before departing for the new principal
place of work, expenses for trips for pur
poses of selling property, expenses of trips
to the former residence by the taxpayer
pending the move by his family to L0¢
place of residence, or any allowance oI
depreciation. The above expenses mal,
however, be described in other 1)1'0"'3-““0“‘:
of section 217(h) and if so a dedu t;w;l
may be allowed for them. The dedllq!'.o’_
for expenses of traveling for the prin-
cipal purpose of looking for a new e
dence is not limited to any number o
trips by the taxpayer and by member
of his household. In addition, th':’ ?)I 1
payer and all members of his hou:eflq.e
need not travel together or at the sall
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time. Moreover, & trip need not result in
acquisition of a lease of property or pur-
chase of property. An employee is con-
sidered to have obtained employment in
the general location of the new principal
place of work after he has obtained a
contract or agreement of employment. A
self-employed individual is considered to
have obtained employment when he has
made substantial arrangements to com-
mence work at the mew principal place
of work (see paragraph (f)(2) of this
section for a discussion of the term
*made substantial arrangements to com-
mence to work™).

(6) Expenses of occupying temporary
quarters. Expenses of occupying tem-
porary quarters include only the cost of
meals and lodging while occupying tem-
porary quarters in the general location
of the new principal place of work dur-
ing any period of 30 consecutive days
after the taxpayer has obtained employ-
ment in such general location. Thus, ex-
penses of occupying temporary quarters
do not include, for example, the cost of
entertainment, laundry, transportation,
or other personal, living family expenses,
or expenses of occupying temporary
quarters in the general location of the
former place of work. The 30 consecu-
tive day period is any one period of 30
consecutive days which can begin, at
the option of the taxpayer, on any day
after the day the taxpayer obtains em-
ployment in the general location of the
new principal place of work.

() Qualified residence sale, purchase,
or lease expenses. Qualified residence
sale, purchase, or lease expenses (here-
inafter “qualified real estate expenses’)
are only reasonable amounts paid or
incurred for any of the following
purposes:

() Expenses incident to the sale or
exchange by the taxpayer or his spouse
of the taxpayer's former residence
which, but for section 217 (b) and (e),
would be taken into account in deter-
mining the amount realized on the sale
or exchange of the residence. These ex-
penses include real estate commissions,
attorneys’ fees, title fees, escrow fees, and
similar expenses paid or incurred in con-
nection with the sale or exchange. No
deduction, however, is permitted for the
Cost of physical improvements intended
to enhance salability by improving the
condition or appearance of the residence.

(i) Expenses incident to the pur-
chase by the taxpayer or his spouse of
& new residence in the general loeation
01 the new prineipal place of work which,
but for section 217 (b) and (e), would
be taken into account in determining
tither the adjusted basis of the new
residence or the cost of a loan. These
expenses include attorneys’ fees, escrow
fees, appraisal fees, title costs, so-called

points” or loan placement charges not
'eoresenting payments or prepayments
01 interest, and similar expenses paid or
g uc'l‘:r red in connection with the purchase
°f the new residence, No deduction, how-
°ver, is permitted under seetion 217 and
5 ' Section for any portion of real estate
~i€S or insurance, so-called “points”
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or loan placement charges which are, in
essence, prepayments of interest, or the
purchase price of the residence.

(iii) Expenses incident to the settle-
ment of an unexpired lease held by the
taxpayer or his spouse on property used
by the taxpayer as his former residence.
These expenses include consideration
paid to a lessor to obtain a release from a
lease, attorneys' fees, real estate com-
missions, or similar expenses incident to
obtaining a release from a lease or to
obtaining an assignee or a sublessee such
as the difference between rent paid under
a primary lease and rent received under
2 sublease. No deduction, however, is
permitted for the cost of physical im-
provements intended to enhance mar-
ketability of the leasehold by improving
the condition or appearance of the
residence.

(iv) Expenses incident to the acquisi-
tion of a lease by the taxpayer or his
spouse. These expenses include the cost
of fees or commissions for obtaining a
lease, a sublease, or an assignment of an
interest in property used by the taxpayer
as his new residence in the general loca-
tion of the new principal place of work.
No deduction, however, is permitted for
payments or prepayments of rent or pay-
ments representing the cost of a security
or other similar deposit.

Qualified real estate expenses do not in-
clude losses sustained on the disposi-
tion of property or mortgage penalties.

(8) Residence. The term “former resi-
dence” refers to the taxpayer’s principal
residence before his departure for his
new principal place of work. The term
“new residence” refers to the taxpayer’s
principal residence within the general
location of his new principal place of
work. Thus, neither term includes other
residences owned or maintained by the
taxpayer or members of his family or
seasonal residences such as a summer
beach cottage, Whether or not property
is used by the taxpayer as his principal
residence depends upon all the facts and
circumstances in each case. Property
used by the taxpayer as his principal resi-
dence may include a houseboat, a house-
trailer, or similar dwelling, The term
“new place of residence” generally in-
cludes the area within which the tax-
payer might reasonably be expected to
commute to his new principal place of
work.

(9) Dollar limitations. (i) Expenses
described in subparagraphs (a) and (B)
of section 217(b) (1) are not subject
to an overall dollar limitation. Thus, as-
suming all other requirements of section
217 are satisfied, a taxpayer who, in con-
nection with his commancement of work
at a new principal place of work, pays or
incurs reasonable expenses of moving
household goods and personal effects
from his former residence to his new
place of residence and reasonable ex-
penses of traveling, including meals and
lodging, from his former residence to his
new place of residence is permitted to
deduct the entire amount of these
expenses,

(ii) Expenses described in subpara-
graphs (C), (D), and (E) of section
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217(b) (1) are subject to an overall dol-
lar limitation for each commencement
of work of $2,500 of which the expenses
described in subparagraphs (C) and
(D) of section 217(h) (1) cannot exceed
$1.000. The dollar limitation applies to
the amount of expenses paid or incurred
in connection with each commencement
of work and not to the amount of ex-
penses paid or ineurred in each taxable
year, Thus, for example, a taxpayer who
paid or incurred $2,000 of expenses de-
scribed in subparagraphs (C), (D), and
(E) of section 217(b) (1) in taxable year
1971 in connection with his commence-
ment of work at a principal place of work
and paid or incurred an additional $2,000
of such expenses in taxable year 1972 in
connection with the same commence-
ment of work is permitted to deduct the
$2,000 of such expenses paid or incurred
in taxsble year 1971 and only $500 of
such expenses paid or incurred in taxable
year 1972.

(iii) A taxpayer who pays or incurs
expenses described in subparagraphs (C),
(D), and (E) of section 217(b) (1) in
connection with the same commence-
ment of work may choose to deduct any
combination of such expenses within the
dollar amounts specified in subdivision
(ii) of this subparagraph. For example,
a taxpayer who pays or incurs such ex-
penses in connection with the same com-
mencement of work may either choose
to deduct: (a) Expenses described in
subparagraphs (C) and (D) of section
217(b) (1) to the extent of $1,000 before
deducting any of the expenses deseribed
in subparagraph (E) of such section, or
(b) expenses deseribed in subparagraph
(E) of section 217(b) (1) to the extent of
$2,500 before deducting any of the ex-
penses described in subparagraphs (C)
and (D) of such section.

(iv) For the purpose of computing the
dollar limitation contained in subpara-
graph (A) of section 217(b) (3) a com-
mencement of work by a taxpayer and
the commencement of work by his spouse
in the same general location constitute
a single commencement of work.

(v) Where a husband and wife file
separate returns, the expenses described
in subparagraph (C), (D), or (E) of
section 217(b) (1) are subject to an over-
all dollar limitation of $1,250 per move
of which the expenses described in sub-
paragraphs (C) and (D) of section
217(b) (1) cannot exceed $500 per move
with respect to each return. Where mov-
ing expenses are paid or incurred in more
than one taxable year with respect to a
single commencement of work by a hus-
band and wife they shall, for purposes of
applying the dollar limitations to such
move, be subject to a $2,500 and $1,000
limitation for all such years that they
file a joint return and shall be subject to
a separate $1,250 and $500 limitation for
all such years that they file separate re-
turns. If a joint return is filed for the
first taxable year moving expenses are
paid or incurred with respect to a move
but separate returns are filed in a sub-
sequent year, the unused portion of the
amount which may be deducted shall be
allocated equally between the husband
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and wife in the later year. If separate re-
turns are filed for the first taxable year
such movin,s expenses are paid or in-
curred but a joint return is filec in a sub-
sequent year, the deductions claimed on
their separate returns shall be aggre-
gated for purposes of determining the un-
used portion of the amount which may
be deducted in the later year.

(vi) The application of subdivision (v)
of this subparagraph may be illustrated
by the following example:

Ezample. A, who was transferred by his
employer, effective January 15, 1971, moved
from Boston, Mass., to New York, N.Y. A's
wife was not employed in either Boston or
New York, A and his wife file separate returns
for taxable year 1971. A is permitted to de-
duct up to $1,250 of the expenses described in
subparagraphs (C), (D), and (E) of section
217(b) (1) of which the expenses described
in subparagraphs (C) and (D) of such sec-
tion cannot exceed $500. A's wife is not per-
mitted to deduct any of the expenses de-
scribed in subparagraphs (C), (D), and (E)
of section 217(b) (1) pald or incurred by A
in connection with his commencement of
work at a new principal place of work.

(10) Individuals other than taxpayer.
(i) In addition to the expenses set forth
in subparagraphs (A) through (D) of
section 217(b) (1) attributable to the
taxpayer alone, the same type of ex-
penses attributable to certain individuals
other than the taxpayer, if paid or in-
curred by the taxpayer, are deductible.
These other individuals must be members
of the taxpayer’s household, and have
both the taxpayer’s former residence and
his new residence as their principal place
of abode. A member of the taxpayer’s
household includes any individual resid-
ing at the taxpayer’s residence who is
not a tenant or an employee of the tax-
payer. Thus, for example, a member of
the taxpayer’s household may not be an
individual such as a servant, governess,
chauffeur, nurse, valet, or personal
attendant.

(ii) In addition to the expenses set
forth in section 217(b) (2) paid or in-
curred by the taxpayer attributable to
property sold, purchased, or leased by the
taxpayer alone, the same type of expenses
paid or incurred by the taxpayer attrib-
utable to property sold, purchased, or
leased by the taxpayer's spouse or by the
taxpayer and his spouse are deductible
providing such property is used by the
taxpayer as his principal place of
residence.

(¢) Conditions for allowance—(1) In
general. Section 217 (¢) provides two con-
ditions which must be satisfied in order
for a deduction of moving expenses to be
allowed under section 217(a). The first
is a minimum distance condition pre-
scribed by section 217(e¢) (1), and the
second is a minimum period of employ-
ment condition prescribed by section 217
(e)(2).

(2) Minimum distance. For purposes
of applying the minimum distance con-
dition of section 217(e) (1) all taxpayers
are divided into one or the other of the
following categories: Taxpayers having a
former principal place of work, and tax-
payers not having a former principal
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place of work. Included in this latter
category are individuals who are seeking
fulltime employment for the first time
either as an employee or on a self-
employed basis (for example, recent high
school or college graduates), or indi-
viduals who are reentering the labor
force after a substantial period of unem-
ployment or part-time employment.

(i) In the case of a taxpayer having a
former principal place of work, section
217(c) (1) (A) provides that no deduc-
tion is allowable unless the distance be-
fween the former residence and the new
principal place of work exceeds by at
least 50 miles the distance between the
former residence and the former prin-
cipal place of work.

(ii) In the case of a taxpayer not hav-
ing a former principal place of work,
section 217(c) (1) (B) provides that no
deduction is allowable unless the dis-
tance between the former residence and
the new principal place of work is at
least 50 miles.

(iii) For purposes of measuring dis-
tances under section 217(c¢) (1) the dis-
tance between two geographic points is
measured by the shortest of the more
commonly traveled routes between such
points. The shortest of the more com-
monly traveled routes refers to the line
of travel and the mode or modes of
transportation commonly used to go be-
tween two geographic points compris-
ing the shortest distance between such
points irrespective of the route used by
the taxpayer.

(3) Principal place of work. (i) A tax-
payer's “principal place of work" usually
is the place where he spends most of his
working time. The principal place of
work of a taxpayer who performs serv-
ices as an employee is his employer’s
plant, office, shop, store, or other prop-
erty. The principal place of work of a
taxpayer who is self-employed is the
plant, office, shop, store, or other prop-
erty which serves as the center of his
business activities. However, a taxpayer
may have a prinecipal place of work even
if there is no one place where he spends’
a substantial portion of his working
time. In such case, the taxpayer's prin-
cipal place of work is the place where
his business activities are centered—for
example, because he reports there for
work, or is required either by his em-
ployer or the nature of his employment
to “base’” his employment there. Thus,
while a member of a railroad crew may
spend most of his working time aboard
a train, his principal place of work is his
home terminal, station, or other such
central point where he reports in, checks
out, or receives instructions. The prin-
cipal place of work of a taxpayer who is
employed by a number of employers on
a relatively short-term basis and secures
employment by means of a union hall
system (such as a construction or build-
ing trades worker) would be the union
hall.

(ii) Where a taxpayer has more than
one employment (i.e., the taxpayer is
employed by more than one employer,
or is self-employed in more than one
trade or business, or is an employee and
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is self-employed at any particular time)
his principal place of work is determineq
with reference to his principal employ-
ment. The location of a taxpayer’s prin-
cipal place of work is a question of fact
determined on the basis of the particular
circumstances in each case. The more
important factors to be considered in
making this determination are (a) the
total time ordinarily spent by the tax-
payer at each place, (b) the degree of
the taxpayer’s business activity at each
place, and (e) the relative significance
of the financial return to the taxpayer
from each place.

(iii) Generally, for purposes of this
section, a place of work will not be con-
sidered a principal place of work where
inconsistent positions are maintained
with respect to deduction of expenses in-
curred in connection with such place of
work. If the taxpayer claims a deduction
for expenses of meals and lodging while
away from home (incurred in the gen-
eral location of the new principal place
of work) under section 162 (relating to
trade or business expenses) and also
claims a deduction under this section for
moving expenses incurred in connection
with the commencement of work at such
place of work, it will be a question of
facts and circumstances as to which de-
duction, if any, he will be allowed.

(4) Minimum period of employment.
(i) Under section 217(e¢) (2) no deduc-
tion is allowed unless—

(a) Where a taxpayer is an employee,
during the 12-month period immediately
following his arrival in the general loca-
tion of the new prinecipal place of work,
he is a full-time employee, in such gen-
eral location, during at least 39 weeks, or

(b) Where a taxpayer is a self-em-
ployed individual (including a taxpayer
who is also an employee, but is unable to
satisfy the requirements of the 39-week
test of (a) of this subdivision (i)), dur-
ing the 24-month period immediately
following his arrival in the general loca-
tion of the new principal place of work,
he is a full-time employee or performs
services as a self-employed individual
on a full-time basis, in such general lo-
cation, during at least 78 weeks, of which
not less than 39 weeks are during the
12-month period referred to above.

Where a taxpayer works as an employee
and at the same time performs services
as a self-employed individual his princi-
pal employment (determined according
to subdivision (i) of subparagraph (3)
of this paragraph) governs whe_ther the
39-week or 78-week test is applicable.
(ii) The 12-month period and the 39-
week period set forth in subparagrapl
(A) of section 217(¢) (2) and the 12- and
24-month periods as well as 39- and 18-
week periods set forth in subparagrabh
(B) of such section are measured from
the date of the taxpayer's arrival in th¢
general location of the new prmcm':‘l
place of work, Generally, date of arrivd
is the date of the termination of the 1ast
trip preceding the taxpayer's commence
ment of work on a regular basis and IS
not the date the taxpayer's family O
household goods and effects arrive.

18, 1971




i) The taxpayer need not remain in
the employ of the same employer or re-
main self-employed in the same trade or
pusiness for the required number of
weeks. However, he must be employed in
the same general location of the new
nrincipal place of work during such pe-
Hod. The “general location” of the new
principal place of work refers to a gen-
eral commutation area and is usually the
same area as the “new place of resi-
dence”: see paragraph (b)(8) of this
section.

(v) Only those weeks during which
ihe taxpayer is a full-time employee or
during which he performs services as a
self-employed individual on a full-time
basis qualify as a week of work for pur-
poses of the minimum period of employ-
ment condition of section 217(e) (2).

(¢) Whether an employee is a full-
time employee during any particular
week depends upon the customary prac-
tices of the oceupation in the geographic
area in which the taxpayer works. Where
employment is on & seasonable basis,
weeks occurring in the off-season when
no work is required or available may be
counted as weeks of full-time employ-
ment only if the employee’s contract or
agreement of employment covers the off-
season period and such period isless than
6 months. Thus, for example, a school
teacher whose employment contract cov~
ers a 12-month period and who teaches
on a full-time basis for more than 6
months is considered a full-time em-
ployee during the entire 12-month pe-
riod. A taxpayer will be treated as a
full-time employee during any week of
oluntary temporary absence from
because of iliness, strikes, shutouts,
layoffs, natural disasters, etc.

(b) Whether a taxpayer performs
services as a self-employed individual on
a full-time basis during any particular
depends on the practices of the
e or business in the geographic area
ch the taxpayer works. For ex-

a self-employed dentist main-

ng office hours 4 days a week is
considered to perform services as a self-

employed dentists in the geographic area
In which the taxpayer works to maintain
office hours only 4 days a week. Where
e or business is seasonal, weeks oc-
g during the off-season when no
s required or available may be
d as weeks of performance of
ices on a full-time basis only if the

son is less than 6 months and the
‘er performs services on a full-time
both before and after the off-
. For example, a taxpayer who
and operates a motel at a beach
rt is considered to perform services
elf-employed individual on a full-
sis iIf the motel is closed for a
' not exceeding 6 months during
" {-season and if he performs sery-
'C°s on a full-time basis as the operator
o motel both before and after the
‘i-season, A taxpayer will be treated as

cu

work
coun

ing

\dividual on & full-time basis during any

orming services as a self-employed
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week of involuntary temporary absence
from work because of illness, strikes,
natural disasters, ete.

(v) Where taxpayers file a joint re-
turn, either spouse may satisfy the
minimum period of employment condi-
tion. However, weeks worked by oné
spouse may not be added to weeks worked
by the other spouse in order to satisfy
such condition, The taxpayer seeking to
satisfy the minimum period -of employ-
ment condition must satisfy the condi-
tion applicable to him. Thus, if a tax-
payer is subject to the 39-week condition
and his spouse is subject to the 78-week
condition and the taxpayer satisfies the
39-week condition, his spouse need not
satisfy the 78-week condition. On the
other hand, if the taxpayer does not
satisfy the 39-week condition, his spouse
in such case must satisfy the 78-week
condition,

(vi) The application of this subpara-
graph may be illustrated by the follow-
ing examples:

Ezample (1). A is an electrician residing
in New York City. He moves himself, his
family, and his household goods and per-
sonal effects, at his own expense, to Denver
where he commences employment with the
M Aircraft Corporation. After working full-
time for 30 weeks he voluntarily leaves his
Job, and he subsequently moves to and com-
mences employment in Los Angeles, Calif.,
which employment lasts for more than 39
weeks. Since A was not employed in the
general location of his new principal place
of employment in Denver for at least 39
weeks, no deduction is allowable for moving
expenses paid or incurred between New York
City and Denver. A will be allowed to deduct
only those moving expenses attributable to
his move from Denver to Los Angeles, as-
suming all other conditions of section 217
are met.

Ezample (2). Assume the same facts as in
example (1), except that A’s wife commences
employment in Denver at the same time as
A, and that she continues to work in Denver
for at least 9 weeks after A's departure for
Los Angeles. Since she has met the 39-week
requirement in Denver, and assuming all
other requirements of section 217 are met,
the moving expenses pald by A attributable
to the move from New York City to Denver
will be allowed as a deduction, provided A
and his wife file a joint return. If A and his
wife file separate returns moving expenses
paid by A’s wife attributable to the move
from New York City to Denver will be allowed
as a deduction on A’s wife's return,

Example (3). Assume the same facts as in
example (1), except that A's wife commences
employment in Denver on the same day that
A departs for Los Angeles, and continues to

work {n Denver for 9 weeks thereafter, Since *

neither A (who has worked 30 weeks) nor
his wife (who has worked 9 weeks) has in-
dependently satisfled the 39-week require-
ment, no deduction for moving expenses
attributable to the move from New York
City to Denvyer is allowable.

(d) Rules for application of section
217(e) (2)—(1) Inapplicability of mini-
mum period of employment condition in
certain cases. Section 217(d) (1) provides
that the minimum period of employment
condition of section 217(¢c) (2 does not
apply in the case of a taxpayer who is
unable to meet such condition by reason
of—

(1) Death or disability, or
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(il) Involuntary separation (other
than for willful misconduct) from the
service of an employer or by reason of
transfer for the benefit of an employer.

For purposes of subdivision (i) of this
subparagraph disability shall be deter-
mined according to the rules in section
72(m) (7) and § 1.72-17(f). Subdivision
(ii) of this subparagraph applies only
where the taxpayer has obtained full-
time employment in which he could rea-
sonably have been expected to satisfy
the minimum period of employment con-
dition. A taxpayer could reasonably have
been expected to satisfy the minimum
period of employment condition if at the
time he commences work at the new
principal place of work he could have
been expected, based upon the facts
known fto him at such time, to satisfy
such condition. Thus, for example, if the
taxpayer at the time of transfer was not
advised by his employer that he planned
to transfer him within 6 months to an-
other principal place of work, the tax-
payer could, in the absence of other
factors, reasonably have been expected
fo satisfy the minimum employment
period condition at the time of the first
transfer.

(2) Election of deduction before mini-
mum period of employment condition is
satisfied. (i) Paragraph (2) of section
217(d) provides a rule which applies
where a taxpayer paid or incurred, in a
taxable year, moving expenses which
would be deductible in that taxable year
except that the minimum period of em-
ployment condition of section 217(¢) (2)
has not been satisfied before the time
prescribed by law for filing the return
for such taxable year, The rule provides
that where a taxpayer has paid or in-
curred moving expenses and as of the
date prescribed by section 6072 for filing
his return for such taxable year (deter-
mined with regard to extensions of time
for filing) there remains unexpired a suf-
ficient portion of the 12-month or the
24-month period so that it is still possible
for the taxpayer to satisfy the applicable
period of employment condition, the tax-
payer may elect to claim a deduction for
such moving expenses on the return for
such taxable year. The election is exer-
cised by taking the deduction on the
returmn.

(ii) Where a taxpayer does not elect
to claim a deduction for moving expenses
on the return for the taxable year in
which such expenses were paid or in-
curred in accordance with subdivision (i)
of this subparagraph and the applicable
minimum period of employment condi-
tion of section 217(c) (2) (as well as all
other requirements of section 217) is sub-
sequently satisfied, the taxpayer may file
an amended return or a claim for refund
for the taxable year such moving ex-
penses were paid or incurred on which
he may claim a deduction under section
2117.

(iii) The application of this subpara-
graph may be illustrated by the follow=
ing examples:
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Ezample (1). A 1s transferred by his em-
ployer from Boston, Massachusetts, to Cleve-
land, Ohio. He begins working there on No-
vember 1, 1970. Moving expenses are paid by
A in 1970 in connection with this move. On
April 15, 1971, when he files his income tax
return for the year 1970, A has been a full-
time employee in Cleyveland for approxi-
mately 24 weeks. Although he has not satis-
fied the 39-week employment condition at
this time, A may elect to claim his 1970 mov-
ing expenses on his 1970 income tax return
-as there is still sufficient time remaining be-
fore Noyvember 1, 1871, to satisfy such
condition,

Ezample (2). Assume the same facts as in
example (1), except that on April 15, 1971,
A has voluntarily left his employer and is
looking for other employment in Cleveland.
A may not be sure he will be able to meet
the 39-week employment condition by No-
vember 1, 1971, Thus, he may if he wishes
wait until such condition is met and file an
amended return claiming as a deduction the
expenses paid in 1970. Instead of filing anm
amended return A may file a claim for refund
based on a deduction for such expenses. If
A fails to meet the 39-week employment con-
dition on or before November 1, 1871, no
deduction is allowable for such expenses,

Ezample (3). B is a self-employed account-
ant. He moves from Rochester, N.Y., to New
York, N.Y.,, and begins to work there on
December 1, 1970. Moving expenses are pald
by B In 1970 and 1971 in connection with
this move. On April 15, 1971, when he files
his income tax return for the year 1970, B
has been performing services as a self-em-
ployed individual on a full-time basis in New
York City for approximately 20 weeks. Al-
though he has not satisfied the 78-week em-~
ployment condition at this time, A may elect
to claim his 1970 moving expenses on his 1970
income tax return as there is still sufficient
time remaining before December 1, 1972, to
satisfy such condition. On April 15, 1972,
when he files his income tax return for the
year 1971, B has been performing services
as a self-employed individual on a full-time
basis In New York City for approximately
72 weeks. Although he has not met the 78-
week employment condition at this time, B
may elect to claim his 1971 moving expenses
on his 1971 income tax return as there is
still suficient time remaining before Decem-
ber 1, 1972, to satisfy such requirement.

(3) Recapture of deduction, Paragraph
(3) of section 217(d) provides a rule
which applies where a taxpayer has de-
ducted moving expenses under the elec-
tion provided in section 217(d) (2) prior
to satisfying the applicable minimum
period of employment condition and such
condition cannot be satisfied at the close
of a subsequent taxable year. In such
cases an amount equal to the expenses
deducted must be included in the tax-
payer’s gross income for the taxable year
in which the taxpayer is no longer able
to satisfy such minimum period of em-
ployment condition. Where the taxpayer
has deducted moving expenses under the
election provided in section 217(d) (2)
for the taxable year and subsequently
files an amended return for such year on
which he does not claim the deduction,
such expenses are not treated as having
been deducted for purposes of the recap-
ture rule of the preceding sentence.

(e) Denial of doulle benefit—(1) In
general. Section 217(e) provides a rule
for computing the amount realized and
the basis where qualified real estate ex-
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penses are allowed as a deduction under
section 217(a).

(2) Sale or exchange of residence. Sec-
tion 217(e) provides that the amount
realized on the sale or exchange of a
residence owned by the taxpayer, by the
taxpayer's spouse, or by the taxpayer
and his spouse and used by the taxpayer
as his principal place of residence is not
decreased by the amount of any expenses
described in subparagraph (A) of section
217(b) (2) and deducted under section
217(a). For the purposes of section 217
(e) and of this paragraph the term
“amount realized’” has the same meaning
as under section 1001(b) and the regu-
lations thereunder. Thus, for example, if
the taxpayer sells a residence used as his
principal place of residence and real es-
tate commissions or similar expenses de-
scribed in subparagraph (A) of section
217(b) (2) are deducted by him pursuant
to section 217(a), the amount realized
on the sale of the residence is not reduced
by the amount of such real estate com-
missions or such similar expenses de-
scribed in subparagraph (A) of section
217(b) (2).

(3) Purchase of a residence. Section
217(e) provides that the basis of a resi-
dence purchased or received in exchange
for other property by the taxpayer, by
the taxpayer’s spouse, or by the tax-
payer and his spouse and used by the
taxpayer as his principal place of resi-
dence is not increased by the amount of
any expenses described in subparagraph
(B) of section 217(b) (2) and deducted
under section 217(a). For the purposes
of section 217(e) and of this paragraph
the term “basis” has the same meaning
as under section 1011 and the regula-
tions thereunder. Thus, for example, if
a taxpayer purchases a residence to be
used as his principal place of residence
and attorneys’ fees or similar expenses
described in subparagraph (B) of sec-
tion 217(b) (2) are deducted pursuant to
section 217(a), the basis of such resi-
dence is not increased by the amount of
such attorneys’ fees or such similar ex-
penses described in subparagraph (B) or
section 217(b) (2).

(4) Inapplicability of section 217(e).
(i) Section 217(e) and paragraphs (1)
through (3) of this paragraph do not
apply to any expenses with respect to
which an amount is included in gross in-
come under section 217(d) (3). Thus, the
amount of any expenses described in
subparagraph (A) of section 217(b) (2)
deducted in the year paid or incurred
pursuant to the election under section
217(d) (2) and subsequently recap-
tured pursuant to section 217(d) (3) may
be taken into account in computing the
amount realized on the sale or exchange
of the residence described in such sub-
paragraph. Also, the amount of expenses
described in subparagraph (B) of section
217(b) (2) deducted in the year paid or
incurred pursuant to such election under
section 217(d) (2) and subsequently re-
captured pursuant to section 217(d) (3)
may be taken into account as an ad-
justment to the basis of the residence
described in such subparagraph.
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(i) The application of subdivision
(i) of this subparagraph may be illys.
trated by the following examples:

Ezample (1). A was notified of his trans.
fer effective December 15, 1972, from Seattle
Wash., to Philadelphia, Pa. In connecnmi
with the ftransfer A sold his house in
Seattle on November 10, 1972, Expenses in-
cident to the sale of the house of $2500
were paid by A prior to or at the time of the
closing of the contract of sale on December
10, 1972, The amount realized on the sale
of the house was 847,600 and the adjusted
basis of the house was $30,000. Pursuant to
the election provided In section 217(d)(2).
A deducted the expenses of moving from
Seattle to Philadelphia including the ex-
penses incident to the sale of his former
residence in taxable year 1972. Dissatisfied
with his position with his employer in Phil-
adelphia, A took a position with an employer
in Chicago, Ill,, on July 15, 1073. Since A
was no longer able to satisfy the minimum
period employment condition. at the close
of taxable year 1973 he included an amount
equal to the amount deducted as moving
expenses including the expenses incident to
the sale of his former residence in gross
income for taxable year 1973. A is permltted
to decrease the amount realized on the sale
of the house by the amount of the expenses
incident to the sale of the house deducted
from gross income and subsequently in-
cluded in gross income. Thus, the amount
realized on the sale of the house is decreased
from $47,600 to $45,000 and thus, the gain
on the sale of the house is reduced from
$17,600 to $15,000. A is allowed to file an
amended return or a claim for refund in or-
der to reflect the recomputation of the
amount realized.

Ezample (2). B, who is self-employed de-
cided to move from Washington, D.C, W
Los Angeles, Calif. In connection with the
commencement of work in Los Angeles on
March 1, 1973, B purchased a house in &
suburb of Los Angeles for $65,000. Expenses
.ncident to the purchase of the house in the
amount of $1,500 were pald by B prior to or
at the time of the closing of the contract of
sale on September 15, 1973, Pursuant to the
election provided in section 217(d)(2), B
deducted the expenses of moving from
Washington to Los Angeles including the
expenses incident to the purchase of his
new residence in taxable year 1973, Dissatis-
fled with his prospects in Los AngeleS.”B
moved back to Washington on July 1, 1974.
Since B was no longer able to satisfy the
minimum period of employment condition
at the close of taxable year 1974 he included
an amount equal to the amount deducted
as moving expenses incident to the purchase
of the former residence in gross income for
taxable year 1974. B is permitted to increase
the basis of the house by the amount of sz
expenses incident to the purchase of the
house deducted from gross income and sul{-
sequently included in gross income. Thus
the basls of the house is increased to 866.500.

(f) Rules for self-employed individ-
uals—(1) Definition. Section 217(f) (1)
defines the term “self-employed individ-
ual” for purposes of section 217 to mean
an individual who performs personal
services either as the owner of the cn:
tire interest in an unincorporated u~a§:
or business or as a partner in a partner-
ship carrying on a frade or business. Thc.
term “self-employed individual” does not
include the semiretired, part-time Stlf-
dents, or other similarly situated taxpay-
ers who work only a few hours each
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week. The application of this subpara-
graph may be illustrated by the follow~
ing example:

Erample. A is the owner of the entire in-
terest in an unincorporated construction
pusiness. A hires a manager who performs
all of the daily functions of the busineéss
including the negotiation of contracts with
customers, the hiring and firing of em-
ployees, the purchasing of materials used on
the projects, and other similar services. A
and his manager discuss the operations of
the business about once a week over the
telephone, Otherwise A does not perform any
managerial services for . the business. For
the purposes of section 217, A is not con-
sidered to be a self-employed individual.

(2) Rule for application of subsection
(b) (1) (C) and (D). Section 217(f) (2)
provides that for purposes of subpara-
graphs (C) and (D) of section 217(b) (1)
an individual who commences work at a
new principal place of work as a self-
employed individual is treated as having
obtained employment when he has made
substantial arrangements to commence
such work, Whether the taxpayer has
nade substantial arrangements to com-
mence work at a new principal place of
work is determined on the basis of: all the
facts and circumstances in each case.
The factors to be considered in this de-
termination depend upon the nature of
the taxpayer’s trade or business and in-
clude such considerations as whether the
taxpayer has: (i) Leased or purchased
a plant, office, shop, store, equipment,
or other property to be used in the trade
or business, (ii) made arrangements to
purchase inventory or supplies to be
used in connection with the operation
of the trade or business, (iii) entered
into commitments with individuals to
be employed in the trade or business,
and (iv) made arrangements to contact
customers or clients in order to adver-
tise the business in the general location
of the new principal place of work. The
application of this subparagraph may
be illustrated by the following examples:

Erample (1). A, a partner in a growing
chain of drug stores ‘decided to move from
Houston, Tex., to Dallas, Tex., in order to
?pexm a drug store in Dallas. A made seyveral
aips to Dallas for the purpose of looking
Tor a site for the drug store, After the sign-
“}g of a lease on a building in a shopping
Plaza, suppliers were contacted, equipment
Wwas purchased, and employees were hired.
Shortly before the opening of the store A
énd his wife moved from Houston to Dallas
and took up temporary quarters in a motel
Ex:ml the time their apartment was avail-
able. By the time he and his wife took up
“mporary quarters in the motel A was con=
Sidered to have made substantial arrange-
ments to commence work at the new prin-
cipal place of work,

5 E:'ampze (2). B, who is a partner in a
sreurities brokerage firm in New York, N.Y.,
decided to move to Rochester, N.Y., to be-
tome the resident partner in the firm’s
:10\ Rochester office, After a lease was signed
’n an office in downtown Rochester B moved
‘10 Rochester and took up temporary quarters
qr:) ]a motel until his apartment became avail=
;‘i{é‘dBerore the opening of the office B super-
c’{qse thfe decoration of the office, the pur-
fm = oI equipment and supplies necegsary

4 ¢ operation of the office, the hiring of
vp{guonnel for the office, as well as otr.er sim-
Har activities. By the time B took up tempo-
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rary quarters in the motel he was considered
to have made substantial arrangements ‘o
commence to work at the new principal
place of work.

Ezample (3). C, who is about to complete
his residency in ophthalmology at a hos-
pital in Pittsburgh, Pa., decided to fly
to Philddelphia, Pa., for the purpose of
looking into opportunities for practicing
in that city. Following his arrival in Phila-
delphia C decided to establish his practice in
that city. He leased an office and an
apartment. At the time he departed Pitts-
burgh for Philadelphia C was not considered
to have made substantial arrangements to
commence work at the new principal place
of work, and, therefore, is not allowed to
deduct expenses described in subparagraph
(C) of section 217(b)(1) (relating to ex-
penses of traveling (including meals and
lodging), after obtaining employment, from
the former residence to the general location
of the new principal place of work and re-
turn, for the principal purpose of searching
for a new residence).

(g) Effective date—(1) In general.
This section, except as provided in sub-
paragraphs (2) and (3) of this para-
graph, is applicable to items paid or in-
curred in taxable years beginning after
December 31, 1969.

(2) Reimbursement not included in
gross income, This section does not apply
tu items to the extent that the taxpayer
received or accrued in a taxable year
beginning before January 1, 1970, a re-
imbursement or other expense allowance
for such items which was not included in
his gross income.

(3) Election in cases of expenses paid
or incurred bejore January 1, 1971, in
connection with certain moves—i) In
general. A taxpayer who was notified by
his employer on or before December 19,
1969, of a transfer to a new principal
place of work and who pays or incurs
moving expenses before January 1, 1971,
in connection with such transfer may
elect fo have the rules governing moving
expenses in effect prior to the effective
date of section 231 of the Tax Reform
Act of 1969 (83 Stat. 577) govern such
expenses. If such election is made, this
section and section 82 and the regula-
tions thereunder do not apply to such
expenses. A taxpayer is considered to
have been notified on or before Decem-
ber 19, 1969, by his employer of a trans-
fer, for example, if before such date
the employer has sent a notice to all em-
ployees or a reasonably defined group of
employees, which includes such taxpayer,
of a relocation of the operations of such
employer from one plant or facilitiy to
another plant or facility. An employee
who is transferred to a new principal
place of work for the benefit of his em-
ployer and who makes an election under
this paragraph is permitted to exclude
amounts received or accrued, directly or
indirectly, as payment for or reimburse-
ment of expenses of moving household
goods and personal effects from the
former residence to the new residence
and of traveling (including meals and
lodging) from the former residence to
the new place of residence. Such exclu-
sion is limited to amounts received or
accrued, directly or indirectly, as a pay-
ment for or reimbursement of the ex-
penses described above. Amounts in ex-
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cess of actual expenses paid or incurred
must be included in gross income. No
deduction is allowable under section 217
for expenses representing amounts ex-
cluded from gross income. Also, an em-
ployee who is transferred to a new prin-
cipal place of work which is less than 50
miles but at least 20 miles farther from
his former residence than was his former
principal place of work and who is not
reimbursed, either directly or indirectly,
for the expenses described above is per-
mitted to deduct such expenses provid-
ing all of the requirements of section 217
and the regulations thereunder prior to
the effective date of section 231 of the
Tax Reform Act of 1969 (83 Stat. 577)
are satisfied.

(ii) Election made before the date of
publication of this notice as a Treasury
decision, An election under this subpara-
graph made before the date of publica-
tion of this notice as a Treasury decision
shall be made pursuant to the procedure
prescribed in temporary income tax reg-
ulations relating to treatment of pay-
ments of expenses of moving from one
residence to another residence (Part 13
of this chapter) T.D. 7032 (35 F.R. 4330),
approved March 11, 1970.

(iii) Election made on or afler the
date of publication of this notice as a
Treasury decision. An election made
under this subparagraph on or after the
date of publication of this notice as a
Treasury decision shall be made not later
than the time, including extensions
thereof, prescribed by law for filing the
income tax return for the year in which
the expenses were paid or 30 days after
the date of publication of this notice as a
Treasury decision, whichever occurs last.
The election shall be made by a state-
ment attached to the return (or the
amended return) for the taxable year,
setting forth the following information:

(a)The items to which the election
relates;

(b) The amount of each item;

(¢) The date each item was paid or
incurred; and

(d) The date the taxpayer was in-
formed by his employer of his transfer
to the new principal place of work.

(iv) Revocation of election. An elec-
tion made in accordance with this sub-
paragraph is reyocable upon the filing
by the taxpayer of an amended return or
a claim for refund with the district di-
rector, or the director of the Internal
Revenue service center with whom the
election was filed not later than the
time prescribed by law, including exten-
sions thereof, for the filing of a claim for
refund with respect to the items to
which the election relates.

Par. 5. Section 1.1001 is amended by
adding new subsections (e) and (f) to
section 1001 and by revising the histori-
cal note, as follows:

§ 1.1001 Statutory provisions: determi-
nation of amount of and recognition
of gain or loss.

Sec. 1001, Determination of amount of and

recognition of gain or loss. * * *

(e) Certain term interests—(1) In general,

In determining gain or loss from the salé or
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other disposition of a term interest in prop-
erty, that portion of the adjusted basis of
such interest which is determined pursuant
to section 1014 or 1015 (to the extent that
such adjusted basis is a portion of the en-
tire adjusted basis of the property) shall be
disregarded.

(2) Term interest in property defined. For
purposes of paragraph (1), the term “term
interest in property” means—

(A) A life Interest in property,

(B) An interest in property for a term of
yvears, or

(C) An income interest in a trust,

(3) Ezception. Paragraph (1) shall not
apply to a sale or other disposition which
is a part of a transaction in which the en-
tire interest in property is transferred to any
person or persons. 5

(f) Cross reference. For treatment of cer-
tain expenses incident to the sale of a resi-
dence which were deducted as moving ex-
penses by the taxpayer or his spouse under
section 217(a), see section 217(e).

[Sec. 1001 as amended by secs. 231(c)(2)
and 516(a), Tax Reform Act 1969 (83 Stat.
579, 646) ]

Par. 6. Section 1.1016 is amended by
deleting subsection (¢) of section 1016, by
adding immediately after subsection (b)
of that section new subsection (¢), and
by revising the historical note. As
amended § 1.1016 reads as follows:

§ 1.1016 Statutory provisions:
ments to basis.

Sec, 1016. Adjustments to basis. * * *

(c) Cross references. (1) For treatment of
certain expenses incident to the purchase
of a residence which were deducted as mov-
ing expenses by the taxpayer or his spouse
under section 217(a), see section 217 (e).

(2) For treatment of separate mineral in-
terests as one property, see section 614.

[Sec. 1016 as amended by sec. 4(c), Act of
June 29, 1957 (Public Law 629, 84th Cong.,
70 Stat. 407); secs. 2(b) and 64(d) (2), Tech-
nical Amendments Act 1958 (72 Stat. 1607,
1656); sec. 3(d) (1) and (2), Life Insurance
Company Income Tax Act 1969 (73 Stat. 139);
secs. 2(f), 8(g) (2), and 12(b) (4), Rev. Act
1962 (72 Stat. 972, 998, 1031); sec. 203(a)
(3) (C), Rev. Act 1964 (78 Stat. 34); sec. 227
(b) (6), Rev. Act 1964 (78 Stat. 98); sec.
231(c) (3), Tax Reform Act 1969 (83 Stat.
580) ]

EMPLOYMENT TAX REGULATIONS (26 CFR
ParT 31)

PaAR. 7. Section 31.6051-1 is amended
by redesignating paragraph (e) as new
paragraph (f) and by adding new para-
graph (e) immediately after paragraph

adjust-

(d). These new provisions read as

follows:

§ 31.6051-1 Statement for employces.
» - - - »

(e) Reporting of reimbursement of or
payment of expenses of moving from one
residence to another residence. Every em-
ployer who makes reimbursement of, or
payment to, an employee for his expenses
of moving from one residence to another
residence which is includible in gross
income under section 82 shall furnish to
such employee, on forms provided by the
Internal Revenue Service, information
sufficient to assist the employee in the
computation of any deduction allowable
under section 217 with respect to such re-
imbursement or payment. The informa-

PROPOSED RULE MAKING

tion shall include the amount of the re-
imbursement or payment and whether
the reimbursement or payment was made
directly to the employee, indirectly to a
third party, or furnished in-kind to the
employee. In addition, information shall
be furnished as to whether the reim-
bursement or payment represents an ex-
pense deseribed in subparagraphs (A)
through (E) of section 217(d) (1), and
if so, the amount and nature of the ex-
penses described in each such subpara-
graph.
(f) Cross references. * * *

[FR Doc.71-3784 Filed 3-17-71;8:45 am]

[ 26 CFR Parts 1, 3011

TAXATION OF UNRELATED BUSINESS
INCOME OF CERTAIN EXEMPT OR-
GANIZATIONS

Notice of Proposed Rule Making

Notice is hereby given that the regula-
tions set forth in tentative form below
are proposed to be prescribed by the
Commissioner of Internal Revenue, with
the approval of the Secretary of the
Treasury or his delegate. Prior to the
final adoption of such regulations, con-
sideration will be given to any comments
or suggestions pertaining thereto which
are submitted in writing, preferably in
quintuplicate, to the Commissioner of
Internal Revenue, Attention: CC:LR:T,
Washington, D.C. 20224, within the
period of 30 days from the date of pub-
lication of this notice in the FEDERAL
REGISTER. Any person submitting written
comments or suggestions who desires an
opportunity to comment orally at a pub-
lic hearing on these proposed regulations
should submit his request, in writing, to
the Commissioner within the 30-day
period. In such case, a public hearing
will be held, and notice of the time, place,
and date will be published in a subse-
quent issue of the FEDERAL REGISTER. The
proposed regulations are to be issued un-
der the authority contained in section
7805 of the Internal Revenue Code of
1954 (68A Stat. 917; 26 U.S.C. 7805).

[SEAL] RanporrE W. THROWER,
Commissioner of Internal Revenue.

In order to conform the Income Tax
Regulations (26 CFR Part 1) under sec-
tions 511, 512(a) (1), 512(a) (2), 512(h)
(12), 512(b) (16), 512(b) (17), 1504(e),
and 6050 of the Internal Revenue Code
of 1954 to sections 121(a), 121(b) (1),
121(b) (2) (B), 121(b) (2) (C), 121(b) (2)
(D), and 121(e) of the Tax Reform Act
of 1969 (83 Stat. 487), and in order to
conform the Regulations on Procedure
and Administration (26 CFR 301) under
section 6050 of the Internal Revenue
Code of 1954 to section 121(e) of the
Tax Reform Act of 1969 (83 Stat. 487),
such regulations are amended as follows:

Income Tax RecuraTions (26 CFR
PArT 1)

ParacraPH 1, Section 1.511 is amended
by revising section 511(a)(2)(A), by
revising section 511(b)(2), by striking
out section 511(c) and inserting in lieu

thereof a new section 511(c), and by
revising. the historical note. Thess
amended and added provisions read as
follows:

§ 1.511 Statutory provisions; imposition
of tax on unrelated business income
of charitable, ete., organizations.

Sec. 511. Imposition of tar on unrelated
business income of charitable, etc., organi-
zations—(a) Charitable, ete., corporations
tazable al corporate rates.

- - - . e

(2) Organizations subject to tar. (A) Or-
ganizations described in sections 401(a)
and 50I(c). The taxes Imposed by para-
graph (1) shall apply In the case of any
organization (other than a trust described
in subsection (b) or an organization de-
scribed in section 501(c)(1l)) which is
exempt, except as provided In this part or
part II (relating to private foundations),
from taxation under this subtitle by reason
of section 501(a).

- . - L d .
(b) Tax on charitable, ete., trusts,
K - * - .

(2) Charitable, ete., trusts subject io tor.
The tax imposed by paragraph (1) shall
apply in the case of any trust which is
exempt, except as provided in this part or
part II (relating to private foundations),
from taxation under this subtitie by reason
of section 501(a) and which, if it were not
for such exemption, would be subject to
subchapter J ¢sec. 641 and following, relat-
ing to estates, trusts, beneficiaries, and
decedents).

(¢) Special rule for section 501(c)(2)
corporations. If a corporation described in
section 501(c) (2)—

(1) Pays any amount of its net income for
a taxable year to an.organization exempt
from taxation under section 501(a) (or which
would pay such an amount but for the fact
that the expenses of collecting its income
exceed its Income), and

(2) Such corporation and such organiza-
tion file a consolidated return for the tax-
able year,
such corporation shall be treated, for pur-
poses of the tax imposed by subsection (a),
as being organized and operated for the same
purposes as such organization, in addition to
the purposes described in section 501(c) (2).

[Sec. 511 as amended by sec. 3, Act of July
14, 1960 (Public Law 86-667, 74 Stat. 535):
as amended by sec. 121(a), Tax Reform Act
1969 (83 Stat. 536) ]

Par. 2. Section 1.511-2 is amended by
revising subparagraph (1) of para-
graph (a), by revising subdivision (1) of
subparagraph (3) of paragraph (a), by
adding a new subdivision (iii) to subpar-
agraph (3) of paragraph (a), by revising
paragraph (b), and by adding new para-
graphs (¢) and (d). These amended and
added provisions read as follows:

§ 1.511-2  Organizations subject 1o 2%

(a) Organizations other than irusts
and title holding companies. (1) (i) The
taxes imposed by section 511(a) (1) ap-
ply in the case of any organization (other
than a trust described in section
511(b) (2) or an organization described
in section 501¢c) (1)) which is exempt
from taxation under section 501(a) (ex-
cept as provided in sections 507 through
515) . For special rules concerning Coﬂ?f"
rations described in section 5_01(c.'f-"-
see paragraph (c¢) of this section.
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(i) In the case of an organization de-
seribed in section 501(e) (4), (7), (8),
9y, (10), (117, (12), (13, (14) (A), (15),
(16), or (18), the taxes imposed by sec-
tion 511(a) (1) apply only for taxable
vears beginning after December 31, 1969.
In the case of an organization described
in section 501(c) (14) (B) or (C), the
taxes imposed by section 511(a) (1) apply
only for taxable years beginning after
February 2, 1966.

. - * 2 * .

(3) (i) For taxable years beginning be-
{ore January 1, 1970, churches and asso-
ciations or conventions of churches are
exempt from the taxes imposed by see-
tion 511. The exemption is applicable
only to an organization which itself is a
church or an association or convention
of churches. Subject to the provisions of
subdivision (ii) of this subparagraph, re-
ligious organizations, including religious
orders, if not themselves churches or as-
sociations or conventions of churches,
and all other organizations which are or-
ganized or operated under church aus-
pices, are subject to the tax imposed by
section 511, whether or not they engage
in religious, educational, or charitable
activities approved by a church.

. & » K *

(iii) For taxable years beginning after

December 31, 1969, churches and con-
ventions or associations of churches are
subject to the taxes imposed by section
511, unless otherwise entitled to the
benefit of the transitional rules of sec-
tion 512(b) (16) and § 1.512(b)-1().
_ (b) Trusts—(1) In general. The taxes
imposed by section 511(b) apply in the
case of any trust which is exempt from
taxation under section 501(a) (except as
provided in sections 507 through 515),
and which, if it were not for such ex-
emption, would be subject to the provi-
sions of subchapter J, Chapter 1, of the
que, An organization which is con-
sidered as “trustee™ of a stock bonus,
pension, or profit-sharing plan described
in section 401(a), a supplemental unem-
ployment benefit trust described in sec-
tion 501(e) (17), or a pension plan de-
scribed in section 501(c) (18) (regardless
ol the form of such organization) is sub-
Ject to the taxes imposed by section 511
(b) (1) on its unrelated business income.
However, if such an organization con-
ducts g business which is a separate tax-
able entity on the basis of all the facts
and circumstances, for example, an asso-
tialion taxable as a corporation, the
busmcs§ will be taxable as a feeder or-
ganization deseribed in section 502.

(2) Effective dates. In the case of a
tlll{st described in section 501(c) (3), the
fﬂM’S Imposed by section 511(b) apply
Or taxable years beginning after De-
cember 31, 1953. In the case of a trust
fi.&:-\'cl'zbed in section 401(a), the taxes
;A!~1]£:0§ed by section 511(b) apply for tax-
‘iyJ.tv}ears beginning after June 30, 1954.
"r‘ mg case of a trust described in section
201(c) (1), the taxes imposed by section
311'0’ apply for taxable years beginning
alter December 31, 1959, In the case of
any other trust described in subpara-
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graph (1) of this paragraph, the taxes
imposed by section 511(b) apply for tax-
?ble years beginning after December 31,

969.

(¢) Title Holding Companies—(1) In
general. If a corporation described in
section 501(c) (2) pays any amount of
its net income for a taxable year to an
organization exempt from taxation under
section 501(a) (or would pay such an
amount but for the fact that the ex-
penses of collecting its income exceed its
income), and if such corporation and
such organization file a consolidated in-
come tax return for such taxable year,
then such corporation shall be treated,
for purposes of the fax imposed by sec-
tion 511(a), as being organized and op-
erated for the same purposes as such
organization, as well as for its title-hold-
ing purpose. Therefore, if an item of in-
come of the section 501(c) (2) corpora-
tion is derived from a source which is
related to the exempt function of the
exempt organization to which such in-
come is payable and with which such
corporation files a consolidated return,
such item is, together with all deductions
directly connected therewith, excluded
from the determination of unrelated bus-
iness taxable income under section 512
and shall not be subject to the tax im-
posed by section 511(a) . If, however, such
item of income is derived from a source
which is not so related, then such item,
less all deductions directly connected
therewith, is, subject to the modifications
provided in section 512(b), unrelated
business taxable income subject to the
tax imposed by section 511(a).

(2) The provisions of subparagraph
(1) of this paragraph may be illustrated
by the following example:

Ezample. The income of X, a section 501
(¢) (2) corporation, is required to be dis-
tributed to exempt organization A. During the
taxable year X realizes net income of $900,-
000 from source M and $100,000 from source
N. Source M is related to A's exempt func-
tion, while source N is not so related. X and
A file a consolidated return for such taxable
year. X has net unrelated business income
of $100,000, subject to the modifications in
section 512(b).

(3) Cross reference. For rules relat-
ing generally to the filing of consolidated
returns by certain organizations exempt
from taxation under section 501(a), see
section 1504 (e) of the Code and § 1.1502—
100.

(4) Effective dates. Subparagraphs (1)
through (3) of this paragraph apply with
respect to taxable years beginning affer
December 31, 1969. For taxable years
beginning before January 1, 1970, a cor-
poration described in section 501(c) (2)
and otherwise exempt from taxation
under section 501(a) is taxable upon its
unrelated business taxable income only
if such income is payable either—

(i) To a church or convention or as-
sociation of churches, or

(ii) To any organization subject, for
taxable years beginning before Janu-
ary 1, 1970, to the tax imposed by sec-
tion 511(a) (1).

(d) The fact that any class of organi-
zations exempt from taxation under sec-

tion 501(a) is subject to the unrelated
business income tax under section 511
and this section does not in any way
enlarge the permissible scope of busi-
ness activities of such class for purposes
of the continued qualification of such
class under section 501(a).

Par, 3. Section 1.512(a) is amended by
revising section 512(a) and by adding
at the end thereof a historical note.
These amended and added provisions
read as follows:

§ 1.512(a) Statutory provisions: unre-
lated business taxable income: defi-
nition.

Sec. 512. Unrelated business taxable in-
come—(a) Definition. For purposes of this
title—

(1) General rule. Except as otherwise pro-
vided in this subsection, the term '"unre-
lated business taxable income" means the
gross income derived by any organization
from any unrelated trade or business (as
defined in section 513) regularly carried on
by it, less the deductions allowed by this
chapter which are directly connected with
the carrying on of such trade or business,
both computed with the modifications pro-
vided in subsection (b).

(2) Special rule for foreign organizations.
In the case of an organization described in
section 511 which is a foreign organization,
the unrelated business taxable income shall
bhe—

(A) Its unrelated business taxable income
which is derived from sources within the
United States and which is not effectively
connected with the conduct of a trade or
business within the United States, plus

(B) Its unrelated business taxable income
which is effectively connected with the con-

duct of a trade or business within the
United States.
» - - L »

[Sec. 512(a) as amended by sec. 121(b) (2),
Tax Reform Act 1969 (83 Stat. 537) )

Par. 4. Séction 1.512(a)-1 is amended
by revising paragraph (a), by redesig-
nating paragraph (f) as paragraph (g),
and by adding a new paragraph (f).
These amended and added provisions
read as follows:

§ 1.512(a)-1

(a) In general. Except as otherwise
provided in §1.512(a)-3 or paragraph
(f) of this section, section 512(a) (1)
defines “unrelated business taxable in-
come” as the gross income derived from
any unrelated trade or business regularly
carried on, less those deductions allowed
by chapter 1 of the Code which are
directly connected with the carrying on
of such trade or business, subject to cer-
tain modifications referred to in § 1.512
(b)-1. To be deductible in computing un-
related business taxable income, there-
fore, expenses, depreciation, and similar
items not only must qualify as deductions
aliowed by chapter 1 of the Code, but also
must be directly connected with the
carrying on of unrelated trade or busi-
ness. Except as provided in paragraph
(d)(2) of this section, to be “directly
connected with” the conduct of unrelated
business, for purposes of section 512, an
item of deduction must have proximate
and primary relationship to the carrying
on of that business. In the case of an
organization which derives gross income

Definition.
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from the regular conduct of two or more
unrelated business activities, unrelated
business taxable income is the aggregate
of gross income from all such unrelated
business activities less the aggregate of
the deductions allowed with respect to all
suach unrelated business activities.

* * . B *

(f) Foreign organizations—(1) In gen-
eral. The unrelated business taxable in-
come of a foreign organization exempt
from taxation under section 501(a) con~
sists of :

(i) The organization’s unrelated busi-
ness taxable income which is derived
from sources within the United States
but which is not effectively connected
with the conduct of a trade or business
within the United States, plus

(ii) The organization’s unrelated busi-
ness taxable income effectively connected
with the conduct of a trade or business
within the United States (whether or
not such income is derived from sources
within the United States).

To determine whether income realized by
a foreign organization is derived from
sources within the United States or is
effectively connected with the conduct of
a trade or business within the United

States, see part 1 of subchapter N (sec-

tion 861 and following) and the regula-

tions thereunder.

(2) Effective dates. Subparagraph (1)
of this paragraph applies to taxable years
beginning after December 31, 1969. For
taxable years beginning on or before De-
cember 31, 1969, the unrelated business
taxable income of a foreign organization
exempt from taxation under section 501
(a) consists of the organization’s unre-
lated business taxable income which—

(i) For taxable years beginning after
December 31, 1966, is effectively con-
nected with the conduct of a trade or
business within the United States,
whether or not such income is derived
from sources within the United States;

(ii) For taxable years beginning on or
before December 31, 1966, is derived from
sources within the United States.

(g) Effective date. Paragraphs (a)
through (e) of this section are applicable
with respect to taxable years beginning
after December 12, 1967. However, if a
taxpayer wishes to rely on the rules
stated therein for taxable years begin-
ning before December 13, 1967, it may
do so.

Par. 5. Section 1.512(b) is amended by
revising so much thereof that precedes
paragraph (1), by revising section 512
(b) (12), by adding at the end thereof
new paragraphs (16) and (17), and by
revising the historical note. These
amended and added provisions read as
follows:

§ 1.512(h) Statutory provisions: unre-
lated business taxable income: mod-
ifications.

Sec. 512, Unrelated business taxable income.

L - » - »

(b) Modifications. The modifications re-
ferred to in subsection (a) are the following:
- - - - -

(12) Except for purposes of computing the
net operating loss under section 172 and
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paragraph (8), there shall be allowed a spe-
cific deduction of $1,000. In the case of a
diocese, province of a religious order, or a
convention or association of churches, there
shall also be allowed, with respect to each
parish, individual church, district, or other
local unit, a specific deduction equal to the
lower of—

(A) 81,000,0r

(B) The gross income derived from any
unrelated trade or business regularly car-
ried on by such loeal unit,

" - » - .

(16) Except as provided in paragraph (4),
in the case of a church, or convention or
assoclation of churches, for taxable years
beginning before January 1, 1976, there shall
be excluded all gross income derived from a
trade of business and all deductions directly
connected with the carrying on of such trade
or business if such trade or business was car-
ried on by such organization or its predeces-
sor before May 27, 1969.,

(17) Except as provided in paragraph (4).
in the case of a trade or business—

(A) Which consists of providing services
under license issued by a Federal regulatory
agency, e

(B) Which is carried on by a religious
crder or by an educational institution (as
defined in section 151(e) (4)) maintained by
such religious order, and which was so car-
ried on before May 27, 1969, and

(C) Less than 10 percent of the net income
of which for each taxable year is used for
activities which are not related to the pur-
pose constituting the basis for the religious
order’s exemption,

there shall be excluded all gross income de-
rived from such trade or business and all
deductions directly connected with the car-
rying on of such trade or business, so long
as it is established to the satisfaction of the
Secretary or his delegate that the rates or
other charges for such services are competi-
tive with rates or other charges charged for
similar services by persons not exempt from
taxation.

[Sec. 512(b) as amended by Act of April 7,
1958 (Public Law 85-367, 72 Stat. 80); Act of
July 17, 1964 (Public Law 88-380, 78 Stat.
333): sec. 121(b)(2), Tax Reform Act 1969
(83 Stat. 538) ]

Par. 6. Section 1.512(b)-1 is amended
by revising so much thereof that pre-
cedes paragraph (a), by revising para-
graph (h), and by adding at the end
thereof new paragraphs (i) and ().
These amended and added provisions
read as follows:

§ 1.512(h)~1 Moedifications.

Whether a particular item of income
falls within any of the modifications pro-
vided in section 512(b) shall be deter-
mined by all the facts and circumstances
of each case. For example, if a payment
termed ‘‘rent” by the parties is in fact a
return of profits by a person operating
the property for the benefit of the tax-
exempt organization or is a share of the
profits retained by such organization as
a partner or joint venturer, such pay-
ment is not within the modification for
rents. The modifications provided in sec-
tion 512(b) are as follows:

(h) Specific deduction—(1) In gen-
eral. In computing unrelated business
taxable income a specific deduction from
gross income of $1,000 is allowed. How
ever, for taxable years beginning after
December 31, 1969, such specific deduc-
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tion is not allowed in computing the net
operating loss under section 172 ang
paragraph (6) of section 512(h).

(2) Special rule for a diocese, province
of a religious order, or a convention or
association of churches. (i) In the case
of a diocese, province of a religious or-
der; or a convention or association of
churches, there shall be allowed with re~
spect to each parish, individual church,
district, or other local unit a specific de-
duction equal to the lower of $1,000 or the
gross income derived from an unrelated
trade or business regularly conducted by
such local unit. However, a diocese, proy-
ince of a religious order, or a conven-
tion or association of churches shall not
be entitled to a specific deduction for a
local unit which, for a taxable year, files
a separate return. In the case of a local
unit which, for a taxable year, files a
separate return, such local unit may
claim a specific deduction equal to the
lower of $1,000 or the gross income de-
rived from any unrelated trade or busi-
ness which it regularly conducts.

(ii) The provisions of this subpara-
graph may be illustrated by the following
example:

Ezample. X is an associattion of churches
on the calendar year basis. X is divided into
local units A, B, C, and D. During 1973, A,
B, C, and D derive gross income of, respec-
tively, $1,200, $800, $1,500, and $700 from un-
related businesses which they regularly con-
duct. Furthermore, for such taxable year,
D files a separate return, X may clalm a
specific deduction of $1,000 with respect to
A, $800 with respect to B, and $1,000 with
respect to C. X may not claim a specific
deduction with respect to D. D, however, may
claim a specific deduction of $700 on its
return.

(i) Transitional period for churches.
(1) (i) In the case of an unrelated trade
or business (as defined in section 513)
carried on before May 27, 1969, by a
church or convention or association of
churches (as defined in § 1.511-2(a) (3)
(ii) ), or by the predecessor of a church
or convention or association of churches
which predecessor was itself a church
or convention or association of churches,
all gross income derived from such unre-
lated trade or business and all deductions
directly connected with the carrying on
such unrelated trade or business shall be
excluded from the determination of un-
related business taxable income under
section 512(a) for all taxable years be-
ginning before January 1, 1976. Notwith-
standing the preceding sentence, in the
case of income from debt-financed prob-
erty (and the deductions attributable
thereto), as defined in section 514, of &
church or convention or association oI
churches or by the predecessor of '}
church or convention or association 0
churches, the provisions of paragr’dﬂ_hs
(a) through (e) of section 514 and para-
graph (4) of section 512(b) shall appl.‘_
for taxable years beginning after De
cember 31, 1969. b 5 i

(ii) The provisions of subdivision a
may be illustrated by the following
example:

Ezample. X, a church as defined ’\lll;
§1.511-2(a) (3) (i), realizes gross income f‘ﬂm
an unrelated business (as defined in sectic
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513) of £100,000 for calendar year 1972, X’s
redecessor church, ¥, began conducting
such unrelated businers in January 1, 1968.
of the $100,000 realized for calendar year
1972, $40,000 18 attributable to debt-financed
property (88 defined in section 514). Since
the unrelated business was conducted by Y
prior to May 27, 1969, and since X's taxable
year begins before January 1, 1976. that
amount of the income realized from such
hy :s (and all deductions directly con-
nected therewith) which is not attributable
to debt-financed property shall be excluded
from the determination of unrelated busi-
ness able income under section 512(a).
Therefore, of the $100,000 realized, $60,000
($100,000 less $40,000 attributable to debt-
financed property), and all deductions di-
rectly connected therewith shall be excluded
" the determination of such unrelated
taxable income for purposes of
Impo! n of the tax under section 511(a).
The remaining $40,000 and the deductions
attributable thereto shall be subject to the
provisions of paragraphs (&) through (e) of
section 514 and paragraph (4) of section
512(b).

(2) This paragraph shall not apply in
the case of income from property, or de-
ductions directly connected with such in-
come, if title to the property is held by &
corporation described in section 501(c)
(2) for a church or convention or asso-
ciation of churches. Thus, if such income
is derived from an unrelated trade or
business, the corporation shall be liable
for tax imposed by section 511(a) on sueh
income.

(j) Special rule for certain unrelated
trades or business carried on by a re-
ligious order or by an educational institu-
tion maintained by such order. (1) Ex-
cept as provided in subparagraph (2) of
this paragraph, gross income realized by
areligious order (or an educationa: insti-
tution (as defined in section 151(e) (4))
maintained by such order) from an un-
related trade or business, together with
all deductions directly connected there-
with, shall be excluded from the deter-
mination of unrelated business taxable
income under section 512(a), if—

(i) The trade or business has been
operated by such order or by such insti-
tution since before May 27, 1959,

(ii) The trade or business consists of
providing services under a license issued
by a Federal regulatory agency,
~ {ii) More than 90 percent of the net
income from the business is, for each
taxable year for which gross income
from such business is so excluded by
reason of section 512(b)(17) and this
paragraph, devoted to religious, chari-
table, or educational purposes, and

CUv) 1t is established to the satisfac-
ton of an officer no lower than the Re-
glonal Commissioner that the rates or
Other charges for such services are fully
C‘Ommutive with rates or other charges
charged for such services by persons not
exempt from taxation. Rates or other
SEACRES for such services shall be con-
fidered as fully competitive with rates
“‘Jxllf}!‘ charges charged for such serv-
oy by persons not exempt from taxation
i the rates charged by such unrelated
;lif}le or business are neither materially
;‘-;hf‘r nor materially lower than the
‘rf?_'-‘fS charged by similar businesses op-
“raling in the same general area.
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(2) The provisions of this paragraph
shall not apply with respect to income
from debt-financed property (as defined
in section 514) and the deductions attrib-
utable thereto. For taxable years begin-
ning after December 31, 1969, such in-
come and deductions are subject to the
provisions of paragraphs (a) through
(e) of section 514 and paragraph (4) of
section 512 (b).

Par. 7. Section 1.1504 is amended by
adding at the end thereof a new subsec-
tion (e) and by revising the historical
note. These amended and added provi-
sions read as follows:

§1.1504 Statutory provisions; defini-
tions.
Sec. 1504, Definitions.
- * - - »

(e) Includible tax-exempt organizations.
Despite the provisions of paragraph (1) of
subsection (b), two or more organizations
exempt from taxation under section 501,
one or more of which is described in section
501(c) (2) and the others of which derive
income from such 501(c)(2) organizations,
shall be considered as includible corporations
for the purpose of the application of sub-
section (a) to such organizations alone.

[Sec. 1504 as amended by sec. 5, Act of
Mar. 13, 1956 (Public Law 429, 84th Cong., 70
Stat. 48); sec. 64(d) (8), Technical Amend-
ments Act 1958 (72 Stat. 1657); sec. 3(f) (1),
Life Insurance Company Income Tax Act 1959
(78 Stat. 140); sec. 2(c), Act of Sept. 23,
1959 (Public Law 86-376, 73 Stat. 689); sec.
10(j), Act of Sept. 14, 1960 (Public Law
86-779, 74 Stat. 1009); sec. 121(a) (4), Tax
Reform Act 1969 (83 Stat. 537) ]

PaAr. 8. There is inserted immediately
after section 1.1502-80 the following new
section:

§ 1.1502-100 Includible tax exempt or-

ganizations.

For taxable years beginning after De-
cember 31, 1969, two organizations ex-
empt from taxation under section 501(a),
one of which is described in section
501(e) (2) and the other of which derives
income from such section 501(c¢) (2) or-
ganization, shall be considered as “in-
cludible corporations” for purposes of
the application of subsection (a) of sec-
tion 1504 to such organizations alone,
despite the provisions of paragraph (1)
of subsection (b) of section 1504. If
such organizations satisfy the require-
ments of section 1504(a) (relating to the
definition of an “affiliated group™) and
the other relevant provisions of chapter
6 of the Code, then such organizations
may file a consolidated return.

PaR. 9. There are inserted immediately
after §1.6049-3 the following new
sections:

§ 1.6050 Sratutory provisions; returns
relating to certain transfers to ex-
empt organizations.

Sec. 6050. Returns relating to certain
transfers to ezempt organizations—(a)
General rule. On or before the 90th day after
the transfer of income producing property,
the transferor shall make a return in com-
pliance with the provisions of subsection (b)
if the transferee is known by the transferor
to be an organization referred to in section
511 (a) or (b) and the property (without
regard to any lien) has a fair market value
in excess of $50,000.
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(b) Form and contents of returns. The
return required by subsection (a) shall be in
such form and shall set forth, in respect of
the transfer, such information as the Secre-
tary or his delegate prescribes by regulations
as necesary for carrying out the provisions
of the income tax laws.

[Sec. 6050 as added by sec. 121(e), Tax
Reform Act 1969 (83 Stat. 548) ]

§ 1.6050-1 Returns relating to certain
transfers to exempt organizations.

(a) Requirement of reporting. Any
person (individual, corporation, partner-
ship, etc.) who, after December 31, 1969,
sells, exchanges, gives, bequeaths, or
otherwise transfers income producing
property with a fair market value in
excess of $50,000 (without regard to any
lien thereon) to any organization or
trust which is known by such person to
be an organization or trust exempt from
taxation by reason of section 501(a)
(excluding organizations deseribed in
section 501(c) (1)), or to be an organiza-
tion referred to in section 511(a) (2) (B),
shall make a separate return on Form
4629 with respect to each such organiza-
tion or trust. The return shall include the
following information:

(1) Name, address, and identifying
number (as defined in § 1.6109-1) of the
transferor. ¢

(2) Name and of the
transferree.

(3) Description of property trans-
ferred.

(4) Date of transfer of the property.

(5) Fair market value of the property
(without regard to any lien thereon) on
the date of transfer.

(6) Whether the property was trans-
ferred subject to a mortgage or other
similar lien.

(7) Amount of a mortgage or other
similar lien (if any) on the property
immediately after the transfer.

(b) Time and place jor filing. The re-
turn required by this section shall be filed
on or before the later of [the 90th day
after publication of final regulations
under this section in the FEpERAL REGIS~
TER] or the 90th day after the date of
transfer of the property with the Mid-
Atlantic Service Center, Philadelphia,
Pa. For extensions of time for filing re-
turns under this section, see § 1.6081-1,

(¢) Last day for filing return. For pro-
visions relating to the time for perform-
ance of an act when the last day
preseribed for performance falls on
Saturday, Sunday, or a legal holiday, see
§ 301.7503-1 of this chapter (Regula-
tions on Procedure and Administration).

REGULATIONS ON PROCEDURE AND
ApMINISTRATION (26 CFR Part 301)

Par. 10. There are inserted immedi-
ately after §301.6049-1 the following
new sections:

§ 301.6050 Siatulory provisions: returns
relating to certain transfers to ex-
empt organizations.

Sec. 6050. Returns relating to certain
transfers to ezempt organizations—(a) Gen-
eral rule. On or before the 90th day after the
transfer of income producing property, the
transferor shall make a return in compliance
with the provisions of subsection (b) If the

address
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transferee is known by the transferor to be
an organization referred to in section 511
(&) or (b) and the property (without regard
to any lien) has a fair market value in ex-
cess of $50,000.

(b) Form and contents of returns. The re-
turn required by subsection (a) shall be in
such form and shall set forth, in respect of
the transfer, such information as the Sec-
retary or his delegate prescribes by regula-
tions as necessary for carrying out the pro-
visions of the income tax laws.

[Sec. 6050 as added by sec. 121(e), Tax Re-
form Act 1969 (83 Stat. 548) |

§ 301.6050-1 Returns relating to cer-
tain transfers to exempt organiza-
tions,

For provisions regarding the require-
ment of returns relating to certain trans-
fers to exempt organizations, see
§ 1.6050-1 of this chapter (Income Tax
Regulations).

[FR Doc.71-3778 Filed 3-17-71;8:49 am]

[ 26 CFR Part 531

APPLICATION OF TAXES TO CERTAIN
NONEXEMPT TRUSTS

Notice of Proposed Rule Making

Notice is hereby given that the regula-
tions set forth in tentative from below
are proposed to be prescribed by the
Commissioner of Internal Revenue, with
the approval of the Secretary of the
Treasury or his delegate. Prior to the
final adoption of such regulations, con-
sideration will be given to any comments
or suggestions pertaining thereto which
are submitted in writing, preferably in
quintuplicate to the Commissioner of In-
ternal Revenue, Attention: CC:LR:T,
Washington, D.C. 20224, within the pe-
riod of 30 days from the date of pub-
lication of this notice in the FEDERAL
REGISTER. Any written comments or sug-
gestions not specifically designated as
confidential in accordance with 26 CFR
601.601(h) may be inspected by any per-
son upon written request. Any person
submitting written comments or sugges-
tions who desires an opportunity to com-
ment orally at a public hearing on these
proposed regulations should submit his
request, in writing, to the Commissioner
within the 30-day period. In such case,
a public hearing will be held, and notice
of the time, place, and date will be pub-
lished in a subsequent issue of the Fep-
ERAL REGISTER. The proposed regulations
are to be issued under the authority con-
tained in section 7805 of the Internal
Revenue Code of 1954 (68A Stat. 917; 26
U.S.C.7805).

[SEAL] RanvorpH W, THROWER,
Cominissioner of Internal Revenue.

The following regulations are pre-
seribed under section 4947 of the Inter-
nal Revenue Code of 1954, as enacted
by section 101(b) of the Tax Reform Act
of 1969 (83 Stat. 517), relating to the
application of taxes to certain nonexempt
trusts. Except as otherwise provided in
§§ 53.4947-1 and 2, such sections shall
take effect on January 1, 1970,

ParacraPE 1. Immediately after
§53.4946, insert the following sections:

PROPOSED RULE MAKING

§ 53.4947 Siatutory provisions; appli-
cation of taxes to cerlain nonexempt
trusis.

SeC. 4947, Application of taxes to certain
nonexempt trusis—(a) Application of tax.
(1) Charitable trusts. For purposes of part
II of subchapter F of chapter 1 (other than
section 508 (a), (b), and (¢)) and for pur-
poses of this chapter, a trust which is not
exempt from taxation under section 501(a),
all of the unexpired interests in which are
devoted to one or more of the purposes de~
scribed in section 170(c)(2) (B), and for
which a deduction was allowed under sec-
tion 170, 545(b) (2), 556(b) (2), 642(c), 2055,
2106(a) (2), or 2522 (or the corresponding
provisions of prior law), shall be treated as
an organization described in section 501(c)
(3). For purposes of section 509(a) (3) (A),
such a trust shall be treated as if organized
on the day on which it first becomes subject
to this paragraph.

(2) Split-interest trusts. In the case of a
trust which is not exempt from tax under
section 501(a), not all of the unexpired in-
terests in which are devoted to one or more
of the purposes described In section 170(c)
(2) (B), and which has amounts in trust
for which a deduction was allowed under
section 170, 545(b) (2), 556(b) (2), 642(c),
2055, 2106(a) (2), or 2522, section 507 (re-
lating to termination of private foundation

+ status), section 508(e) (relating to govern-

ing instruments) to the extent applicable
to a trust described in this paragraph, section
4941 (relating to taxes on self-dealing), sec-
tion 4943 (relating to taxes on excess
business holdings) except as provided in
subsection (b)(3), section 4944 (relating to
investments which jeopardize charitable
purpose) except as provided in subsection
(b) (3), and section 4945 (relating to taxes
on taxable expenditures) shall apply as if
such trust were a private foundation. This
paragraph shall not apply with respect to—

(A) Any amounts payable under the terms
of such trust to income beneficlaries, unless
a deduction was allowed under section

170(f) (2) (B), 2055(e)(2)(B), or 2522
(c)i2)(B),
(B) Any amounts In trust other than

amounts for which a deduction was allowed
under section 170, 545(b) (2), b556(b)(2),
642(c), 2055, 2106(a) (2), or 2522, if such
other amounts are segregated from amounts
for which no deduction was allowable, or

(C) Any amounts transferred in trust be-
fore May 27, 1969.

(3) Segregated amounts. For purposes of
paragraph (2) (B), a trust with respect to
which amounts are segregated shall sepa-
rately account for the various income, de-
duction, and other items properly attrib-
utable to each of such segregated amounts.

(b) Special rules.

(1) Regulations. The Secretary or his dele~
gate shall prescribe such regulations as may
be necessary to carry out the purposes of
this section.

(2) Limit to segregated amounts. If any
amounts in the trust are segregated within
the meaning of subsection (a) (2) (B) of this
section, the value of the net assets for pur-
poses of subsections ‘(¢) (2) and (g) of sec-
tion 507 shall be limited to such segregated
amounts.

(38) Sections 4943 and 4944. Sections 4943
and 49044 shall not apply to a trust which is
described in subsection (a)(2) if—

(A) All the income interest (and none of
the remainder interest) of such trust is de-
voted solely to one or more of the purposes
described in section 170(c¢) (2) (B), and all
amounts in such trust for which a deduction
was allowed under section 170, 545(b) (2),
556(b) (2), 642(c), 20565, 2106(a) (2), or 2522
have an aggregate value not more thaan 60
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percent of the aggregate falr market valys
of all amounts in such trust, or

(B) A deduction was allowed under sec.
tion 170, 545(b) (2), 556(b) (2), 642(c), 2035,
2106(a) (2), or 2522 for amounts payable
under the terms of such trust to every re.
mainder beneficiary but not to any income
beneficiary.

[Sec. 4947, as added by sec.
Reform Act 1969 (83 Stat. 517) |

§ 53.4947-1 Application of 1ax.

(a) In general. Section 4947 generally
subjects trusts which are not exempt
from taxation under section 501(a), and
in which all or part of the unexpired in-
terests are devoted to one or more of the
purposes deseribed in section 170(c)(2)
(B), to the same requirements and re-
strictions as are imposed on private
foundations. The basic purpose of section
4947 is to prevent such trusts from being
used to avoid the requirements and re-
strictions applicable to private founda-
tions. For purposes of this section and
§ 53.4947-2, the term “purposes described
in section 170(e) (2) (B) ” shall be treated
as including purposes described in sec-
tion 170(e) (1).

(b) Charitable trusts—(1) General
rule. (i) For purposes of this section and
§ 53.4947-2, a “charitable trust”, within
the meaning of section 4947(a) (1), is a
trust which is not exempt from taxation
under section 501(a), all of the unexpired
interests in which are devoted to one or
more of the purposes described in section
170(ec) (2) (B), and for which a deduction
was allowed under section 170, 545(b) (2),
556(h) (2), 642(c), 2055, 2106(a)(2), or
2522 (or the corresponding provisions of
prior law) . A charitable trust (as defined
in this subdivision) shall be treated as an
organization described in section 501(c)
(3) and, if it is determinec under section
509 that such trust is a private founda-
tion, then Part II of subchapter F of
chapter 1 of the Code (other than section
508 (a), (b), and (c)) and chapter 42
shall apply to such trust.

(ii) The provisions of this subpara-
graph may be illustrated by the following
examples:

Ezxample (1). X creates an inter vivos tr'usf;
under which M receives 50 percent al\(l'?‘
receives 50 percent of the trust’s income Ior
10 years, and upon the termination of \vh:ch:
at the end of such 10-year period, the corpus
is to be distributed to O. M, N, and O are all
organizations described in section 501(c) (3),
and X is allowed a deduction under section
170 for the value of all interests placed in
trust, The trust is a éharitable trust within
the meaning of section 4947(a) (1) from the
date of its creation.

Ezample (2), Y creates a charitable re-
mainder annuity trust described in scct:o!}
664(d) (1) under which Z, Y's son, r.ecm‘-‘f-;
$10,000 per year for life, remainder to be hel
in trust for P, and organization described 1:1
section 501(c) (8). ¥ is allowed a deduc:m.;
under section 170 for the present m.““c 0!
the remainder interest to P. During 2's life-
time, the trust is a split-interest trust de‘-
seribed in section 4947(a) (2) and P“’f'g”pi:
(¢) of this section. Upon the death o 2, f{:
unexpired interests (consisting of Fs '
mainder interest) will be devoted to se¢ '~“;“
170(c) (2) (B) purposes and the trust will c
treated as a charitable trust within the meat
ing of section 4947(a) (1).

101(b) Tax
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(2) Scope of application of section
4047(0) (1). (1) Section 4947(a) (1) usu-
ally applies to trusts in which all unex-
pired interests consist only of charitable
income and remainder interests (regard-
1ess of whether the trustee is required to
ibute corpus to, or hold corpus in
trust for the benefit of, any remainder
peneficiary) or to trusts in which all un-
expired interests consist of charitable re-
mainder interests where the trustee is
required to hold corpus in trust for the
benefit of any charitable remainder ben-
eficiary. An estate from which the exec-
utor or administrator is required to
distribute all of the net assets (free of
trust) to charitable beneficiaries will not
pe considered to be a charitable trust un-
der section 4947(a) (1) during the period
of estate administration or settlement,
except as provided in subdivision (ii) of
this subparagraph.

(i) In the case of an estate from
which the executor or administrator is:
required to distribute all of the net assets
(free of trust) to charitable beneficiaries,
if the estate is considered terminated for
Federal income tax purposes pursuant to
§1.641(b)-3(a) of this chapter, then the
estate will be treated as a charitable
trust under section 4947(a) (1) between
the date on which such estate is con-
sidered terminated under § 1.641(b)-3
(a) of this chapter and the date on
which final distribution of all of the net
assets is made to the charitable bene-
ficiaries. For example, X begqueathed his
entire estate, including 100 percent of the
stock of a wholly owned corporation, to
M, an organization described in section
501(c) (3), under a will which gaye his
executor authority to hold the stock and
manage the corporation for a period of
up to 10 years for the benefit of M prior
to its ultimate disposition, The executor
was vested with a full range of powers,
including the power of sale. Upon the
death of X, his executor distributed X’s
assets to M except for the stock of the
corporation, which he held for -5 years
prior to its dispesition. The continued
holding of the stock of the corporation
by the executor after the expiration of
& reasonable time for performance of all
the ordinary duties of administration
causes the estate to be considered termi-
for Federal income tax purposes
bursuant to § 1.641(b)~3(a) of this chap-
ter and ‘Lhereby subjects it to the provi-
Sions of section 4947(a)(1) from the
date of such termination to the date of
final disposition of the business.

. D Similarly, in the case of a trust
In which all of the unexpired interests
i.‘revcnar!table remainder interests which
12ve become entitled to distributions of
s (free of trust) upon the termina-
,\_l'm all intervening noncharitable in-
wrests, if after the termination of such
tlervening interests, the trust is con-
terminated for federal income tax
S pursuant to § 1.641(b)-3(b) of
chapter, then the trust will be
,eated as a charitable trust under sec-
{l.":x: {4‘9‘21‘8.) (1), rather than a split-
bar rest trust under section 4947(a) (2),
e en the date on which such trust is

nsidered terminated under § 1.641(bh)—
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3(h) of this chapter and the date on
which final distribution (free of trust)
of all of the net assets is made to the
charitable remainder beneficiaries.

(iv) Except as otherwise provided in‘

this subdivision, section 642(c) (6) shall
not apply to a trust described in section
4947(a) (1) or (2) unless such trust fails
to meet the requirements of section
508(e) . If—

(a) The status of a trust as an orga-
nization exempt from taxation under
section 501(a) which is described in sec~
tion 501(c) (3) is recognized on Octo-
ber 9, 1969, or at any time thereafter,

(b) Such trust is a private foundation
at such time, and

(¢) Such trust is thereafter deter-
mined not to be exempt from taxation
under section 501(a) as an organization
deseribed in section 501(e) (3),

then such trust will be treated as a tax-
able private foundation pursuant to
§ 1.509(b)-1(b) of this chapter, and sec-
tion 642(c) (6) will apply to such trust.

(3) Charitable trusts described in sec-
tion 509(a) (3). For purposes of section
509(a)(3) (A), a charitable trust shall
be treated as if organized on the day on
which it first becomes subject to section
4947¢a) (1). However, for purposes of
applying § 1.509-4(d) (2) (i) (@), (1) (1)
(ii), and (1) (1) (iii) (c) of this chapter.
the previous relationship between the
charitable trust and the section 509(a)
(1) or (2) organizations it benefits or
supports may be considered. If such
charitable trust otherwise meets the re-
Guirements of section 508(a) (3), it may
obtain recognition of its status as a sec-
tion 509(a) (3) organization by request-
ing a ruling from the Internal Revenue
Service. For the special rules perfaining
to the application of the organizational
test to organizations terminating their
private foundation status under the 12-
month or 60-month termination period
provided under section 507(b) (1) (B) by
becoming “public” under section 509
(a) (3), see the regulations under section
507(b) (1).

(¢) Split-interest trusts—(1) General
rule. (i) For purposes of this section and
§ 53.4947-2, a “split-interest trust",
within the meaning of section 4947
(a)(2), is a trust which is not exempt
from taxation under section 501(a), not
all of the unexpired interests in which
are devoted to one or more of the pur-
poses described in section 170(¢) (2) (B),
and which has amounts in trust for
which a deductior was allowed under
section 170, 545(b) (2), 556(b) (2), 642
(¢), 2055, 2106(a) (2), or 2522. Section
4947(a) (1) shall apply to a trust de-
seribed in this subdivision (without
regard to section 4947(a)(2) (A), (B),
or (C)) from the first date upon which
the provisions of paragraph (b)(2) (i),
(1), or dii) of this section are satisfied.

(ii) A split-interest trust described in
subdivision (i) of this subparagraph is
subject to the provisions of section 507,
508(e) (to the extent applicable to a
split-interest trust), 4941, 4943 (except
as provided in section 4947(b) (3)), 4944
(except as provided in section 4947
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(b) (3)), and 4945 in the same manner as
if such trust were a private foundation.

(iii) A newly created trust shall, for
purposes of section 4947(a)(2), be
treated as having amounts in trust for
which a deduction was allowed under
section 170, 545(b) (2),556(b) (2), 642(e),
2055, 2106(a) (2), and 2522, from the date
of its creation, even if such a deduction
is taken and allowed for such amounts
only at a later date. For purposes of this
subdivision, § 1.664-1(a) (3) of this chap~
ter shall apply in determining the date
of creation of a charitable remainder
trust.

(2) Amounts payable to income bene~
ficiaries. Under section 4947(a) (2) (A),
subparagraph (1) (ii) of this paragraph
is made inapplicable to any amounts
payable under the terms of a split-in-
terest trust to income beneficiaries un-
less a deduction was allowed under sec-
tion 170(f) (2) (B), 2055(e)(2)(B), or
2522(e) (2) (B) with respect to the in-
come interest of any such beneficiary.
For example, H created a charitable re-
mainder unitrust (described in section
664(d) (2)) which is required annually
to pay W, H’s wife, 5 percent of the net
fair market value of the trust assets,
valued annually, for her life; and to pay
the remainder to ¥, a section 501(¢) (3)
organization. A deduction under section
170(f) (2) (A) was allowed with respect
to the remainder interest of Y. Pursuant
to section 4947(a)(2) (A), each annual
amount which becomes payable to W
during her life is not subject to subpara-
graph (1) (ii) of this paragraph on or
after the date upon which it becomes so
payable, and the payment of such
amount to W is not an act of self-dealing
under section 4941(d) (1) and does not
violate any other provision of chapter 42,
However, except as provided in the pre-
ceding sentence, the trust is subject to
subparagraph (1) (ii) of this paragraph
in the same manner as if such trust were
a private foundation.

(3) Applicability to segregated
amounts. (1) Section 4947(a)(2) (B)
makes subparagraph (1) (i) of this par-
agraph inapplicable to—

(a) Any assets held in trust (together
with the income and capital gains de-
rived from such assets), other than

(b) Assets held in trust with respect to
which a deduction was allowed under
section 170, 545(b) (2), 556(h) (2), 642(c),
2055, 2106(a) (2), or 2522,

if the assets described in (b) of this sub-
division are segregated from the assets
described in (@) of this subdivision.

(ii) An asset described in subdivision
(i) (b) of this subparagraph will be con-
sidered “segregated” (within the mean-
ing of section 4947(a)(2) (B)) from an
asset, described in subdivision () (a) of
this subparagraph if:

(a) The asset described in subdivision
(i) (@) of this subparagraph is separately
accounted for (within the meaning of
subparagraph (4) of this paragraph)
pursuant to section 4947(a) (3) and

(b) No deduction was allowed under
section 170, 545 (b) (2), 556(b) (2), 642(¢c),
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2055, 2106(a) (2), or 2522 for any income
or remainder interest in such asset.

(iii) Amounts will generally be con-
sidered segregated (within the meaning
of section 4947(a) (2) (B)) if:

(a) Two or more assets are held in
trust;

(b) Each asset is separately accounted
for; and

(c) By reason of such separate ac-
counting the trust can be treated as two
separate trusts, one of which is devoted
exclusively to noncharitable income and
remainder interests and the other of
which is a charitable trust described in
section 4947(a) (1) or a split-interest
trust described in section 4947(a) (2).

In any case where the requirements of
(@), (b), and (¢) of this subdivision are
met, any amounts held in trust which
are separately accounted for will be
deemed separate trusts for purposes of
this subparagraph. Under such circum-
stances, only the “trust” which is de-
voted exclusively to noncharitable in-
come and remainder interests will be
considered a segregated amount which,
pursuant to section 4947(a) (2) (B), isnot
subject to section 4947(a) (2), except as
provided in subdivision (iv) of this sub-
paragraph.

(iv) If, pursuant to section 4947(a)
(2)(B),

(a) An amount held in trust which is
devoted exclusively to noncharitable in-
come and remainder interests is con-
sidered to be segregated from

(b) An amount held in trust which is
devoted exclusively to charitable income
and remainder interests,

then for purposes of this section the
amount described in (b) of this subdivi-
sion will be treated as a charitable trust
which is subject to the provisions of sec-
tion 4947(a) (1),

(v) If, pursuant to section 4947(a)
(2) (B),

(@) An amount held in trust which
is devoted exclusively to noncharitable
income and remainder interests is con-
sidered to be segregated from

(b) An amount held in trust which is
devoted to both charitable income or re-
mainder interests and noncharitable in-
come or remainder interests.

then for purposes of this section the
amount described in (b) of this subdi-
vision will be treated as a split-interest
trust which is subject to the provisions
of section 4947(a) (2).

(vi) The application of this subpara-
graph may be illustrated by the follow-
ing examples:

Example (1). H creates a trust under
which the trustees are required to pay over
annually 5 percent of the net falr market
value of M building, valued annually, to
W, H's wife, for life, remainder to S, H's son.
The other asset in such trust is N building,
with respect to which the trustees are re-
qu’“ed to pay over annually 5 percent of the
net fair market value of the bullding, valued
annually, to X, a section 501 (c) (3) organiza-
tlon, for a period of 15 years, remainder to
S. Each asset is separately accounted for
pursuant to section 4947(a)(3) and sub-
paragraph (4) of this paragraph. H received
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a deduction under section 2522 for the value
of X's income interest in N building. Under
these circumstances, M building is considered
segregated (within the meaning of sec-
tion 49847(a) (2) (B)) from N building and
is not subject to section 4947(a)(2). The
remainder interest of S in N bullding is not
considered segregated from the income in-
tercst of X in N building, since both are in-
terests in the same asset., N building Is
deemed held in a split-interest trust which is
subject to section 4947(a) (2).

Ezxample (2). H transfers $50,000 in trust
to pay #2500 per year to Z, a section
501(c) (3) organization, for a term of 20 years,
remninder to S, H's son. H is allowed a de-
duction under section 2522 for the present
value of Z's income interest. The income in-
terest of Z in the trust assets cannot be
segregated (within the meaning of section
4947(a) (2) (B)) from the remainder interest
of S in the same assets. Therefore, the en-
tire trust is subject to section 4947(a) (2).

(4) Accounting for segregated
amounts. (i) For purposes of section
4947(a) (2) (B), a trust with respect to
which amounts are segregated within the
meaning of subparagraph (3) of this
paragraph shall separately account for
the various income, deduction, and other
items properly attributable to each seg-
regated asset in the books of account
and separately to each of the bene-
ficiaries of the trust. Assets with respect
to which no deduction was allowed
under section 170, 545(b) (2), 556(b) (2),
642(c), 2055, 2106(a) (2), or 2522 for any
income or remainder interest must be
accounted for separately from assets for
which such deduction was allowed for
any income or remainder interest.

(ii) For purposes of subparagraphs
(3) and (4) of this paragraph, separate
accounting shall be made—

(@) Accordingly to the method regu-
larly employed by the trust, if such
method is reasonable, and

(b) In all other cases in a manner
which, in the opinion of the Commis-
sioner or his delegate, is reasonable.

A method of separate accounting will be
deemed “regularly employed” (within
the meaning of (a) of this subdivision)
by a trust if the method was consistently
followed in prior taxable years or if, in
the case of a trust which has never be-
fore maintained segregated asset ac-
counts, the trust initiates a reasonable
method of separate accounting for its
segregated assets and consistently fol-
lows such method thereafter. Such trust
shall keep such permanent records and
other data relating to such assets as are
necessary to enable the district director
to determine the correctness of the
application of the rules prescribed in
subparagraphs (3) and (4) of this
paragraph.

(5) Amounts transferred in trust be-
fore May 27, 1969—(1) General rule.
Section 4947(a) (2) (C) makes subpara-
graph (1) (i) of this paragraph inap-
plicable to any amounts transferred in
frust before May 27, 1969. Income and
capital gains which are derived at any
time from amounts transferred in trust
before May 27, 1969, shall also be ex-
cluded from the application of subpara-
graph (1) (ii) of this paragraph. If an
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asset which was transferred in trust he.
fore May 27, 1969, is sold or exchangeq
after May 27, 1969, any asset receiveq
by the trust upon such sale or exchange
shall be treated as an asset which was
transferred in trust before May 27, 1969,

(ii) Effect of amounts transferred in
trust after May 26, 1969. 1f :

(@) Amounts are transferred in trust
after May 26, 1969, and the trust to
which such amounts are transferred also
contains

(b) Amounts transferred in trust be-
fore May 217, 1969,

the general rule of subdivision (i) of this
subparagraph applicable to the amounts
described in (b) of this subdivision will
apply only if the amounts described in
(a) of this subdivision, together with all
income and capital gains derived there-
from, are separately accounted for from
the amounts described in (b) o1 this sub-
division, together with all income and
capital gains derived therefrom. For the
application of section 508(e) to a trust
with respect to which amounts were
transferred both before and after May 27,
1969, see section 508(e) and the regula-
tions thereunder.

(iii) Testamentary trusts. For pur-
poses of section 4947(a) (2) (C), in the
case of a decedent whose will provides
for the creation of a testamentary trust
and who dies before May 27, 1969,
amounts transferred in trust before
May 27, 1969 (regardless of whether the
executors or the testamentary trustees
are required to execute testamentary
trusts by court order under applicable
local law). For example, X executed a
will in 1960 which provided for the crea-
tion of a testamentary trust which meets
the description of a split-interest trust
under section 4947(a)(2). X died on
April 15, 1969, Pursuant fo the provi-
sions of his will, the probate court per-
mitted certain property in X's estate to
be transferred to the testamentary trust
at fixed intervals over a period of two
years during the administration of the
estate. The period of administration was
not unduly prolonged. For purposes ol
section 4947 (a) (2) (C), each such trans-
fer will be treated as an amount trans-
ferred in trust before May 27, 1969,
within the meaning of section 4947(a)
(2) (C).

(iv) Special transitional rule for
amounts transferred in trust ajter May
26, 1969, and before August 1, 1969. In the
case of amounts transferred in trust arter
May 26, 1969, and before August 1, 1969,
for which a deduction under section lﬁ 0
was allowed with respect to any amounis
payable to income beneficiaries, section
4947(a) (2) (A) makes section 4947(2) (2)
inapplicable to amounts payable unde:
the terms of such trust to chant,gblc :1_1;
come beneficiaries because section 170
(£) (2) (B) did not take effect until :\})1-
gust 1, 1969. Since section 4947(a) (2
does not apply to the charitablcﬂmcoxnie
interest in such trust, section 4947(2) (=)
will be treated as not applying to “{“;
trust in its entirety if amounts have i}{fé
transferred in trust only after May %
1969, and before August 1, 1969, and i
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there are only noncharitable remainder
interests in such trust.

(6) Application of section 4947(a) (2)
during period of estate administration.
An estate from which the executor or
administrator is required to distribute all
of the net assets (free of trust) to both
charitable and noncharitable benefici-
aries will generally not be considered to
be a split-interest trust under section
4047(a) (2) during the period of estate
administration or settlement. However,
in the case of an estate from which the
executor or administrator is required to
distribute all of the net assets (free of
trust) to both charitable and nonchari-
table beneficiaries, if:

(i) The period of administration or
settlement is unduly prolonged, and

(ii) After the expiration of a reason-
able period for the performance by the
executor or administrator of all duties of
administration, the estate is considered
terminated for federal income tax pur-
poses pursuant to § 1.641(h)-3(a), of this
chapter.

then the estate will be treated as a split-
interest trust under section 4947(a) (2)
between the date on which such estate
is considered terminated under § 1.641
(h)-3(a) of this chapter and the date
on which final distribution of assets to
the last remaining charitable beneficiary
1S maae,

(T Application of section 507(a) to
certain split-interest trusts. The provi-
sions of section 507(a) will not become
applicable to a split-interest trust de-
scribed in section 4947(a) (2) by reason
of the expiration of the last remaining
charitable interest with respect to which
& deduction was allowed under sec-
tion 170, 545(b) (2), 556(b) (2), 642(c),
2055, 2106(a) (2), or 2522. For example,
H creates a trust under which X, a sec-
tion 501(e)(3) organization, receives
$20,000 per year for a period of 20 years,
remainder to S, H's son. H is allowed a
deduction under seetion 2522 for the
present value of X’s interest. When the
final payment to X has been made at
the end of the 20-year period in accord-
ance with the terms of the trust, the
brovisions of section 4947(a) (2) will
cease to apply to the trust since the trust
no longer retains any amounts for which
tl‘.‘e deduction under section 2522 was
allowed. However, such final payment to
X will not be considered a termination of
the trust’s private foundation status
within the meaning of section 507(a).
§53.4947-2 Special rules.

(a) Limit, to segregated amounts. If
any amounts held in trust are segregated
Within the meaning of § 53.4947-1(c) (3)
and (4), the value of the net assets for
burposes of section 507(c)(2) and (g)
thall be limited to such segregated
amounts with respect to which a deduc-
ton under section 170, 545(b) (2), 556
(b) (2), 842(c), 2055, 2106(a), or 2522 was
allowed. See the regulations under sec-
don 507(e) (2) and (g).

19'4'4)’ Applicability to sections 4943 and
;9 —(1) General rule. Under section
47(b) (3), sections 4943 and 4944 shall
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not apply to a split-interest trust
deseribed in section 4947(a) (2) if:

(i) All the income interest (and none
of the remainder interest) of such trust
is devoted solely to one or more of the
purposes described in section 170(¢) (2)
(B) and all amounts in such ftrust for
which a deduction was allowed under

_section 170, 545(b) (2), 556(b) (2) 642(c),
2055, 2106(a) (2), or 2522 have an aggre-
gate value (at the time such deduction
was-allowed) not more than 60 percent
of the aggregate fair market value of all
amounts in such trust (after the pay-
ment of estate taxes and all other liabili-
ties), or

(ii) A deduction was allowed under sec-
tion 170, 545(b) (2), 556(b) (2), 642(c),
2055, 2106(a) (2), or 2522 for amounts
payable under the terms of such trust to
every remainder beneficiary, but not to
any income beneficiary.

This subparagraph shall apply to a trust
described in subdivision (ii) of this sub-
paragraph only if all amounts payable
under the terms of such trust to every
remainder beneficiary are to be devoted
solely to one or more of the purposes
described in section 170(¢) (2) (B). Upon
the expiration of all income interests in
a trust described in subdivision (ii) of
this subparagraph, such trust shall be-
come subject to section 4947(a) (1) pur-
suant to § 53.4947-1(b) (2), and section
4947(b) (3) shall no longer apply to such
trust. A pooled income fund described in
section 642(c) (5) will generally meet the
requirements of subdivision (ii) of this
subparagraph, as will a charitable re-
mainder trust described in section 664 if
it does not make payments to any income
beneficiary described in section 170(c).

(2) Definitions. (i) For purposes of
section 4947(b) (3) (A), the term “income
interest” shall include an interest in
property transferred in trust which is
ir. the form of a guaranteed annuity or
under which the trust instrument speci-
fies that the interest is a fixed percentage
of the fair market value of the trust
property (determined and distributed
annually), and the term “remainder
interest” shall include an interest which
succeeds an “income interest” within the
meaning of this subdivision.

(ii) For purposes of section 4947(b)
(3) (B), the term “income beneficiary”
shall include a recipient of payments
described in section 642(e) (5) (F') from
a pooled income fund, payments de-
seribed in section 664(d) (1) (A) from a
charitable remainder annuity trust, or
payments described in section 664(d)
(2)(A) or (3) from a charitable re-
mainder unitrust. The term “remainder
beneficiary” shall include a beneficiary
of a remainder interest described in
section 642(¢) (5) or 664(d) (1)(C) or
(2) (C).

(¢) Effective dale. Except as other-
wise provided in §§ 53.4947-1 and 2 and
the regulations under sections 508 (d)
and (e), §§ 53.4947-1 and 53.4947-2 shall
take effect on January 1, 1970.

[FR Doc.71-3776 Filed 3-17-71;8:49 am]
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[ 26 CFR Part 3011

SUSPENSION OF RUNNING OF
PERIOD OF LIMITATION

Notice of Proposed Rule Making

Notice is hereby given that the regula-
tions set forth in tentative form below
are proposed to be prescribed by the Com-
missioner of Internal Revenue, with the
approval of the Secretary of the Treasury
or his delegate. Prior to the final adop-
tion of such regulations, consideration
will be given to any comments or sug-
gestions pertaining thereto which are
submitted in writing, preferably in
quintuplicate, to the Commissioner of
Internal Revenue, Attention: CC:LR:T,
Washington, D.C. 20224, within the
period of 30 days from the date of publi-
cation of this notice in the FEDERAL
REGISTER. Any written comments or sug-
gestions not specifically designated as
confidential in accordance with 26 CFR
601.601(b) may be inspected by any per-
son upon written request. Any person
submitting written comments or sugges-
tion who desires an opportunity to com-
ment orally at a public hearing on these
proposed regulations should submit his
request, in writing, to the Commissioner
within the 30-day period. In such case,
a public hearing will be held, and notice
of the time, place, and date will be pub-
lished in a subsequent issue of the Fen-
ERAL REGISTER. The proposed regulations
are to be issued under the authority con-
tained in section 7805 of the Internal
Revenue Code of 1954 (68A Stat. 917; 26
U.S.C. 7805).

[SEAL] RanpoLPH W. THROWER,
Commissioner of Internal Revenue.

In order to conform the Regulations
on Procedure and Administration (26
CFR Part 301) under section 6503 of
the Internal Revenue Code of 1954 to
sections 106 (a) and (b) of the Federal
Tax Lien Act of 1966 (80 Stat. 1125) and
to provide regulations under section
6503(g) of such Code, as added by sec-
tion 106(c) of such Act, such regulations
are amended as follows:

ParacgraPpH 1. Section 301.6503(b) is
amended by revising section 6503(b) and
by adding a historical note. These
amended and added provisions read as
follows:

§ 301.6503(b) Statutory provisions:
., suspension of running of period of
limitation; assets of taxpayer in con-

trol or custody of court.

Sec. 65603, Suspension of running of period
of limitation. * * *

(b) Assets of taxpayer in conirol or cus-
tody of couri. The period of limitations on
collection after assessment prescribed in
section 6502 shall be suspended for the period
the assets of the taxpayer are in the control
or custody of the court in any proceeding
before any court of the United States or of
any State or of the District of Columbia, and
for 6 months thereafter.

[Sec. 6503(b) as amended by sec. 106(a),
Federal Tax Lien Act 1966 (80 Stat., 1139)]

Par. 2. Section 301.6503(b)-1 is
amended to read as follows:
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§ 301.6503(b)~1 Suspension of running
of period of limitation ; assets of tax-
payer in control or custody of court.

Where all or substantially all of the
assets of a taxpayer are in the control or
custody of the court in any proceeding
before any court of the United States, or
of any State of the United States, or of
the District of Columbia, the period of
limitations on collection after assessment
prescribed in section 6502 is suspended
with respect to the outstanding amount
dlie on the assessment for the period
such assets are in the control or custody
of the court, and for 6 months thereafter.
In the case of an estate of a decedent or
an incompetent, the period of limitations
on collection is suspended only for
periods begining after November 2, 1966,
during which assets are in the control
or custody of a court, and for 6 months
thereafter.

Par. 3. Section 301.6503(c) is amended
by revising section 6503(¢) and by add-
ing a historical note. These amended and
added provisions read as follows:

§ 301.6503(¢) Statutory provisions: sus-
pension of running of period of lim-
itation; taxpayer outside United
States.

Sec, 6503. Suspension of running of period
of limitation. * * *

(c) Taxpayer outside United States. The
running of the period of limitations on col-
lection after assessment prescribed in section
6502 shall be suspended for the period during
which the taxpayer is outside the United
States if such period of absence is for a con-
tinuous period of at least 6 months. If the
preceding sentence applies and at the time of
the taxpayer's return to the United States
the perlod of limitations on collection after
assessment prescribed in section 6502 would
expire before the expiration of 6 months
from the date of his return, such period shall
not expire before the expiration of such 6
months,

[Sec. 6503(c) as amended by sec. 106(b),
Federal Tax Lien Act 1966 (80 Stat. 1139)]

Par. 4. Section 301.6503(c)-1 is
amended to read as follows:

§ 301.6503(c)=1 Suspension of run-
ning of period of limitation: location
of property outside the United States
or removal of property from the
United States; taxpayer outside of
United States.

(a) Property located outside, or re-
moved jrom, the United Stales prior
to November 3, 1966. The running of the
period of limitations on collection after
assessment prescribed in section 6502 is
suspended for the period of time, prior
to November 3, 1966, that collection is
hindered or delayed because property of
the taxpayer is situated or held outside
the United States or is removed from the
United States. The total suspension of
time under this provision shall not in
the aggregate exceed 6 years. In any
case in which the district director deter-
mines that collection is so hindered or
delayed, he shall make and retain in the
files of his office a written report which
shall identify the taxpayer and the tax
liability, shall show what steps were
taken to collect the tax liability, shall
state the grounds for his determination
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that property of the taxpayer is situated
or held outside, or is removed from, the
United States, and shall show the date
on which it was first determined that
collection was so hindered or delayed.
The term “property” includes all prop-
erty or rights to property, real or per-
sonal, tangible or intangible, belonging
to the taxpayer. The suspension of the
running of the period of limitations on
collection shall be considered to begin
on the date so determined by the dis-
trict director. A copy of the report shall
be mailed to the taxpayer at his last
known address.

(b) Taxpayer outside United States
after November 2, 1966. The running of
the period of limitations on collection
after assessment prescribed in section
6502 (relating to collection after assess-
ment) is suspended for the period after
November 2, 1966, during which the tax-
payer is absent from the United States if
such period is a continuous period of
absence from the United States extend-
ing for 6 months or more. In a case where
the running of the period of limitations
has been suspended under the first sen-
tence of this paragraph and at the time
of the taxpayer’s return to the United
States the period of limitations would
expire before the expiration of 6 months
from the date of his return, the period
of limitations shall not expire until after
6 months from the date of the taxpayer's
return. The taxpayer will be deemed to be
absent from the United States for pur-
poses of this section if he is generally
and substantially absent from the United
States, even though he makes casual

temporary visits during the period.

Par. 5. Immediately after § 301.6503(f)
there are added new §$ 301.6503(g) and
301.6503(g)-1. These new provisions read
as follows:

§ 301.6503(g) Siatutory provisions: sus-
pension of running of period of lim-
itation; wrongful seizure of property
of third party.

SEec. 6503. Suspension of running of period
of limitation. * * *

(g) Wrongful seizure of property of third
party, The running of the period of limita-
tions on collection after assessment pre-
scribed in section 6502 shall be suspended for
a period equal to the period from the date
property (including money) of a third party
is wrongfully seized or received by the Secre-
tary or his delegate to the date the Secretary
or his delegate returns property pursuant to
section 6343(b) or the date on which a
Judgment secured pursuant to section 7426
with respect to such property becomes final,
and for 30 days thereafter. The running of
the period of limitations on collection after
assessment shall be suspended under this
subsection only with respect to the amount
of stich assessment equal to the amount of
money or the value of specific property
réeturned.

[Sec. 6603(g) as added by sec. 106(c), Federal
Tax Lien Act 1966 (80 Stat, 1140) ]

§ 301.6503(g)~1 Suspension of run-
ning of period of limitation: wrong-
ful seizure of property of third
party.

The running of the period of limita-
tions on collection after assessment pre-

FEDERAL REGISTER, VOL, 36, NO, 53—THURSDAY, MARCH

scribed in section 6502 (relating to collec.
tion after assessment) shall be suspendeq
for a period equal to a period beginning
on the date property (including money)
is wrongfully seized or received by a dis-
trict director and ending on the date 30
days after the date on which the district
director returns the property pursuant
to section 6343(b) (relating to authority
to return property) or the date 30 days
after the date on which a judgment
secured pursuant to section 7426 (relat-
ing to civil actions by persons other
than taxpayers) with respect to such
property becomes final. The running of
the period of limitations on collection
after assessment shall be suspended un-
der this section only with respect to the
amount of such assessment which is equal
to the amount of money or the value of
specific property returned. This section
applies in the case of property wrong-
{glelg seized or received after November 2,

Ezample. On June 1, 1968 (at which time
10 months remain before the period of
limitations on collection after assessment will
expire), the istrict director wrongfully
seizes $1,000 in B’s account in Bank X and
properly seizes $500 in taxpayer A’s account
in Bank Y In an attempt to satisfy A's as-
sessed tax lability of $1,500. The district
director determines that the $1,000 seized
in Bank X was not the property of taxpayer
A and, on March 1, 1969, he returns the $1,000
to B. As a result of the wrongful seizure,
the running of the period of limitations on
collection after assessment of the amount
owed by taxpayer A is suspended for the 9-
month period (beginning June 1, 1968, when
the money was wrongfully seized and ending
March 1, 1969, when the money was returned
to B), plus 30 days. Therefore, the period of
limitations on collection after assessment
prescribed In sectlon 6502 will not expire
until February 1, 1970, which is 10 months
plus 30 days after the money was returned.

[FR Doc.71-3777 Filed 3-17-71;8:49 am]

DEPARTMENT OF THE INTERIOR

Bureau of Mines
[ 30 CFR Part 751

MANDATORY SAFETY STANDARDS,
UNDERGROUND COAL MINES
Electric Face Equipment

Notice is hereby given that in accord-
ance with the provisions of sections
305(r) “and 317(j) of the Federal Coal
Mine Health and Safety Act of 1969
(Public Law 91-173) , and pursuant to the
authority vested in the Secretary of the
Interior under section 101(a) of the Act,
it is proposed that Part 75, Subchapter O
of Chapter I, Title 30, Code of Feae_rﬂl
Regulations, be amended by adding
§§ 75.523-1 and 75.1710-1, as set forth
below. These proposed amendments 50{
forth requirements for installation ol
canopies or cabs on all electric fac
equipment and the installation of devices
that will deenergize such equipment il
the event of an emergency. :

Interested persons may submit wri
comments, suggestions or objections 0

ten
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{ne Director, Bureau of Mines, Washing-
ton, D.C. 20240, no later than 30 days
following publication of this notice in the
FEpERAL REGISTER.

RoGeERS C. B. MORTON,
Secretary of the Interior,

Marce 10, 1971,

part 75, Subchapter O of Chapter I,
Title 30, Code of Federal Regulations,
would be amended by adding the
following:

§75.523-1 Deenergization of electric
face equipment : installation of panic
bars: requirements.

On and after June 30, 1971, all electric
face equipment, including shuttle cars
which is employed in the active workings
of each underground coal mine, shall be
equipped with devices, such as “panic
bars,” that will permit the equipment to
be deenergized quickly in the event of an
emergency.
§75.1710-1

face equipment;
quirements.

On and after June 30, 1971, all electric
face equipment, including shuttle cars,
which is employed in the active workings
of each underground coal mine, shall be
equipped with substantial canopies or
cabs to protect the operator of such
equipment from falls of roof, face, and
ribs.

[FR Doc.71-3734 Filed 3-17-71;8:46 am)]

DEPARTMENT OF
TRANSPORTATION

Coast Guard

[33 CFR Part 1171
[CGFR 70-63]

CHICAGO RIVER, ILL.
Drawhridge Operation

1. The city of Chicago requested that
the special operation regulations for sev-
eral of its bridges across the main, north
and south branches of the Chicago River
and the North Branch Canal be revised.
Tugre has been limited use of these
bridges by vessels from January through
Mgrch. The present regulations for these
bridges are set forth in 33 CFR 117.663
and provide for year round operation, It
1s broposed to revise these regulations to
Provide for 12 hours’ advance notice for
:(j\‘&‘!'n] of the city of Chicago bridges
:zom January 1 through March 31, to
add Lu § 117.663 the provisions of § 117.-
ﬁéllj;v () and (7-a) which would con-
Solidate all Chicago River drawbridge
r\r;-;ulnnons under one section; to elimi-
'..(1‘1'3 Saturday hours; to provide for rove-
1._1‘.:.:‘ lender service and to extensively
Tevise the entire text of § 117.663,

5 117.641 [Amended]

2 It is proposed to amend Part 117 by
; l'fimg paragraph (f) (7) and (7-a) of
» 117.641. It is further proposed to amend

Canopies or cabs: electric
installation re-

de
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Part 117 by revising § 117.663 to read as
follows: .

§ 117.663 Chicago River and its tribu-
taries.

(a) Prompt opening required. The
draws of each of the bridges in this sec-
tion shall be opened promptly on signal
except as provided for in paragraph (e)
of this section.

(b) Drawtenders and operating ma-
chinery. The owners of or agencies con-
trolling each bridge shall provide the
necessary drawtenders and the proper
machinery, maintained in serviceable
condition, for the safe, prompt opening
of the draw or as set forth in this section.

(¢) Posting of special operation regu~
lations. The owners of or agencies con-
trolling each bridge shall conspicuously
post notices both upstream and down-
stream of the bridge, on the bridge or
elsewhere, in such a manner that they
can be read from an approaching vessel.
The notices shall contain statements of
the special operation regulations ap-
plicable to each bridge. When applicable,
information as to whom notice should
be given when passage through the draw
is desired and how such persons may be
reached by telephone or otherwise shall
be included.

(d) Signals—(1) Sound signals. Sound
signals shall be used if weather condi-
tions will permit sound signals to be
heard by the drawtender or by the vessel
operator. A long blast shall be of ap-
proximately 3 seconds duration and a
short blast shall be of approximately
1 second duration. These blasts may be
made by a whistle, horn, or by other
similar devices producing sound that can
be clearly heard, or by & bell, if specified.
In appropriate circumstances, shouting
through a megaphone may be employed
instead of sounding these signals.

(i) Signal to request opening of draw.
One long blast followed by one short
blast.

(ii) Acknowledging signal by the
drawtender—(a) When the draw will be
opened immediately. One long blast fol-
lowed by one short blast.

(b) When the draw cannot be opened
immediately or is open and must be
closed immediately, Four or more shorf
blasts, sounded in rapid succession, re-
peated at regular intervals until ac-
knowledged by the same signal from the
vessel, As soon as the draw can be
opened the drawtender shall sound the
opening signal and open the draw for
any vessels waiting to pass.

(2) Visual signals. These visual sig-
nals shall be used if weather conditions
may prevent sound signals from being
heard or if sound producing devices are
not properly functioning. Sound signals
may. be used in conjunction with visual
signals.

(i) Signal to request opening of draw.

-A white flag of sufficient size to be readily

visible by day or a white light of sufficient
intensity to be readily visible by night,
raised and lowered vertically in full sight
of the drawtender, repeated until ac-
knowledged by the drawtender (Me-
chanical devices which produce
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essentially the same signal using fixed
and/or flashing lights are permitted).

(ii) Acknowledging signal by the
drawtender—(a) When the draw will be
opened immediately. Same as signal to
request opening.

(b) When the draw cannot be opened
immediately or is open and must be
closed immediately. A red flag of suffi-
cient size to be readily visible by day or
a red light of sufficient intensity to be
readily visible by night, swung back and
forth horizontally in full sight of the
vessel, repeated until acknowledged by
the vessel with the same signal (Mechan-
ical devices which produce essentially the
same signal using fixed and/or flashing
lights are permitted). As soon as the
draw can be opened, the drawtender
shall give the opening signal and open
the draw for any vessels waiting to pass.

(3) Contiguous drawbridges. When a
vessel wishes to pass two or more draw-
bridges close together, the opening signal
shall be given for the first bridge. After
acknowledgement from the first bridge
that it will be opened promptly, the open-
ing signal shall be given for the secaond
bridge and so on until all bridges that the
vessel desires to pass have been given the
opening signal and have acknowledged
that they will be opened promptly.

(4) Vessels approaching a drawbridge.
When two or more vessels are approach-
ing the same drawbridge at nearly the
same time from the same or opposite di-
rections with the draw open or closed,
each of these vessels shall signal inde-
pendently for the opening of the draw,
and the drawtender shall reply as pre-
seribed and in turn to the signal of each
vessel.

(e) Bridges where openings may be
delayed—(1) Monday through Friday
delays. (i) From 7:30 a.m. to 10 a.m. and
4 p.m. to 6:30 p.m. the draws need not be
opened for the passage of vessels of the
bridges across Ogden Slip at Outer
Drive, main river, South Branch from
its junction with the Chicago River
south to and including West Roosevelt
Road and North Branch at West Kinsie
Street and at the Northwest Expressway
Feeder bridge.

(ii) From 7 a.m. to 8 am. and 5 p.m.
to 6 p.m. the draws need not be opened
for the passage of vessels of the bridges
across the North Branch of the Chicago
River at Grand Avenue and at all bridges
north of the Northwest Expressway
Feeder bridge to and including North
Halsted Street and across the South
Branch of the Chicago River south of
West Roosevelt Road to and inclnding
South Halsted Street.

(iii) From 7 a.m. to 8 a.m, and 5:30
p.m. to 6:30 p.m. the draws need not be
opened for the passage of vessels of the
bridges across the North Branch of the
Chicago River north of North Halsted
Street and the South Branch of the
Chicago River south of South Halsted
Street.

(2) From January 1 through March
31, 12 hours’ advance notice required.
Constant attendance is not required for
the highway bridges across the North
Branch of the Chicago River, North
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Branch Canal and the South Branch of
the Chicago River, North Branch Canal
and the South Branch of the Chicago
River from January 1 through March 31,
The draws shall be opened promptly on
signal provided at least 12 hours’
advance notice has been given during
this period, except that the Randolph
Street, Cermak Road, Throop Street and
Loomis Street bridges across the South
Branch of the Chicago River, and the
North Halsted Street bridge across the
North Branch Canal bridges shall be
opened promptly on signal, except as
provided in subparagraph (1) of this
paragraph.

(3) Constant attendance not required.
Constant attendance is not required at
the Roosevelt Road, South Canal Street,
South Halsted Street, South Ashland
Avenue, South Damen Avenue, West
Grant Avenue, West Erie Street, North
Ogden Avenue North Branch Canal,
North Ogden Avenue, North Branch of
the Chicago River, West Division Street,
North Branch Canal, and West Division
Street North Branch of the Chicago
River bridges. Roving drawtenders shall
open these bridges not more than 30
minutes after notification to the Port
Directors Office or an authorized
representative.

(4) The Chicago and Norih Western
railroad bridge across the north branch
of the Chicago River at mile 5.06. The
draw shall be opened prompfly on signal
provided at least 2 hours’ advance notice
has been given. However the draw need
not be opened for the passage of vessels
Monday through Friday from 7 a.m. to
8 a.m. and 5:30 p.m. to 6:30 p.m,

(5) The Chicago, Milwaukee, St. Paul
and Pacific railroad bridge across the
North Branch Canal. The draw shall be
opened promptly on signal provided at
least 1 hours' advance notice has been
given.

(6) Limited vertical clearances. The
draws of bridges that have a vertical
clearance of less than 16 feet above the
Chicago City Datum shall be opened
within 15 minutes of the sounding of the
opening signal by a vessel, unless specifi-
cally exempted by other requirements
set forth in this section.

(7) Passage of emergency vessels. The

draws of any of the bridges listed in this
section shall be opened as soon as possible
for the passage of emergency vessels of
the city of Chicago or public vessels of
the United States notwithstanding any
exceptions set forth elsewhere in this
section.
(Sec. 5, 28 Stat. 362, as amended, sec. 6(g) (2),
80 Stat. 937; 33 U.S.C. 499, 49 U.S.C. 1655(g)
(2); 49 CFR 146(c)(5) (35 F.R. 4959), 33
CFR 1.05-1(c) (4) (35 F.R. 15922))

3. Interested persons may participate
in this proposed rule making by submit-
ting written data, views, arguments, or
comments as they may desire on or be-
fore April 23, 1971. All submissions
should be made in writing to the Com-
mander, Ninth Coast Guard District,
F'e;l:ral Office. Building, Cleveland, OH
44199,
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4. Tiis requested that each submission
state the subject to which it is directed,
the specific wording recommended, the
reason for any recommended change,
and the name, address and firm or or-
ganization, if any, of the person mak-
ing the submission.

5. Each communication 1received
within the time specified will be
fully considered and evaluated before
final action is taken on the proposal in
this document. This proposal may be
changed in light of the comments re-
ceived. Copies of all written communi-
cations received will be available for
examination by interested persons at the
office of the Commander, Ninth Coast
Guard District.

6. After the time set for the submis-
sion of comments by the interested par-
ties, the Commander, Ninth Coast Guard
District will forward the record, includ-
ing all written submissions and his rec-
ommendations with respect to the
proposals and the submissions, to the
Chief, Office of Operations, U.S, Coast
Guard, Washington, D.C. The Chief, Of-
fice of Operations will thereafter make
a final determination with respect to
these proposals.

Dated: March 10, 1971,

R. E. HAMMOND,
Rear Admiral, U.S. Coast Guard,
Chief, Office of Operations.

[FR Doc.71-3748 Filed 3-17-71;8:47 am|

[ 46 CFR Part 1461
[CGFR 71-18]
DANGEROUS CARGOES CONTAINERS
Notice of Proposed Rule Making

The Coast Guard is considering
amending the dangerous cargoes regula-
tions. Labels would not be required on
packages comprising shipments received
and delivered in carloads or highway
truckloads when such shipments are in
conformity with applicable provisions of
§ 146.05-15. A corresponding amendment
would be made to § 146.08-31, Also, in-
hibited acrolein would be authorized for
transportation in cylinders (DOT-4B240,
4BA240,4BW240), portable tanks (DOT-
51), and tank cars complying with De-
partment of Transportation regulations.
Finally, the use of specification DOT-3A,
3AA, and 3E1800 cylinders would be ap-
proved for the transportation of certain
class A poisonous liquids or gases.

Interested persons are invited to sub-
mit written data, views or comments
regarding the proposal to the Comman-
dant (MHM), U.S. Coast Guard, Wash-
ington, D.C. 20591. Communications
should identify the notice number,
CGFR 71-18, any specific wording rec-
ommended, reasons for any recom-
mended change, and the name, address,
and organization, if any, of the com-
mentator. The Coast Guard will hold
an informal hearing on Tuesday, May 4,
1971, at 9:30 a.m. in Conference Room
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2230, Department of = Transportation,
Nassif Building, 400 Seventh Street Sw,
Washington, DC. Interested persons arg
invited to attend the hearing and pre.
sent oral or written statements on this
proposal. There will be no cross-exami-
nation of persons presenting statements,
Comments received on or before May 11,
1971, or at the hearing will be fully con-
sidered and evaluated before final action
is taken on this proposal. Copies of all
written communications received will be
available for examination in Room 8306,
Department of Transportation, Nassif
Building, 400 Seventh Street SW., Wash-
ington, DC, both before and after the
closing date for the receipt of comments,
The proposal contained in this document
may be changed in the light of the com-
ments received.

In the Saturday, January 30, 1971, is-
sue of the FEDERAL REGISTER (36 F.R.
1472-1473), the Hazardous Materials
Regulations Board published amend-
ments to Parts 173 and 177 of Title 49,
Code of Federal Regulations. The first
amendment, F.R. Doc. 71-1273 (Docket
No. HM-61; Amdt. 173-43), published 2t
page 1472, concerned authorization of
the transportation of inhibited acrolein,
a flammable liquid, in: (a) Class 105A
* * * W tank cars having a minimum
test pressure of 300 p.si. and stenciled
“105A200W”"; (b) Specifications 4B240,
4BA240, and 4BW240 welded steel cyl-
inders; and (c) Specification 51 steel
portable tanks. For reasons fully stated
in the document, the Board approved
the amendment for inclusion in § 173.122
of Title 49, Code of Federal Regulations.

The second amendment, F.R. Doc. 71-
1272 (Docket No. HM-59; Amdt. 173-
42), also published at page 1472, provided
for the use of specification DOT-3A,
3AA, and 3E1800 cylinders for the trans-
portation of certain class A poisonous
liquids or gases. For reasons fully stated
in the document, the Board approved the
amendment for inclusion in 49 CFR
173.328(a) (2) and made editorial
changes to 49 CFR 173.327 for complete-
ness and consistency with other regula-
tions.

The third amendment, F.R. Doc. 71-
1271 (Docket No. HM-28; Amdts. 17341,
177-15) , published at page 1473, removed
certain exemptions from the labeling
requirements of 49 CFR 173.402 and
made corresponding changes in 49 CFR
173404 and 177.815. The amendment
was approved by the Board for reasons
fully stated in the document.

The amendments of the hazardous
materials regulations of the Department
of Transportation in Title 49 would make
these changes available to shippers by
water, air, and land, and to carriers by
air and land. The adoption of this pro-
posed amendment to Title 46 would
make these apply to carriers by water.

In consideration of the foregoing, it
is proposed to amend Part 146 of Title
46, Code of Federal Regulations, as
follows:
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Subpart 146.05—Shipper’s Require-
ments Regarding Packing, Mark-
ing, Labeling and Shipping Papers
1. Subpart 146.05 is amended by revok-

ing § 146.,05-15(h) .

Subpart 146.07—Railroad Vehicles,
Highway Vehicles, Containers or
Portable Tanks Loaded With Explo-
sives or Other Dangerous Arficles
and Transported on Board Ocean

Vessels

la. Section 146.07-25(b) is amended
by revoking the last sentence.

Subpart 146.08—Railroad or High-
way Vehicles Loaded With Danger-
ous Substances and Transported on
Board Ferry Vessels

2. Subpart 146.08 is amended by add-
ing § 146.08-31 to read as follows:

$146.08-31 Exemptions concerning la-
beling requirements.

Labels are not required on packages
containing explosives or other dangerous
articles or substances when the packages
are:

(a) Loaded and unloaded under the
supervision of Department of Defense
personnel and are under escort by De-
partment of Defense personnel in a sepa-
rate vehicle.

(b) Cylinders containing compressed
gases classed as nonflammable, provided
that the cylinders are carried by private
or contract motor carriers and are not
overpacked.

Subpart 146.21—Detailed Regula-
tions Governing Inflammable
Liquids )

3, Subpart 146.21 is amended for the
article “Acrolein (inhibited)” by adding
in the 4th column (“Required conditions
for transportation—Cargo vessel”), of

1§1~16.21—100 the words reading as fol-
OWS:

Cylinders (DOT-4B240, 4BA240, or 4BW240)
complying with DOT regulations.

E\aitame tanks (DOT-51) not over 20,000
10s. gr. wt.

Tank cars complying with DOT regulations
(trainship only).

St.prurf 146.25—Detailed Regula-
tions Governing Poisonous Articles

4. Subpart 146.25 is amended by re-

Vising the 4th column of § 146.25-100 for
the articles:

f[al Cyanogen chloride containing less than
09 percent water;

(b) Cyanogen Bas;

{¢) Ethyldichloroarsine;

(d) Lewisite;

(e) .\Iethyldlchlor&rslne:

(f) Mustard gas;
(8) Phgxxylcmbylamine chloride; and
() Poisonous liquid or gas, N.O.S,

to read as follows:

No. 53—
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Required conditions for transportation

Cargo vessel

-

Stowage:
“On deck under coyer.”

Ontside containers:
Steel oylinders (DOT-33, 3D) with
valve protection cap or when without
cap in nonspecification strong Wooden
boxes marked with preseribed name of
contents, prescribed label and the
words “This side up” and the notation
“Inside packages comply with pre-
seribed specifications.” o

Cylinders (DOT-3A1800, 3AAIS00 or
3E1800). Spec. 3A and 3AA cylinders
must not eéxceed 125 pound water ca-
pacity (nominal) and must have valve
protection or be packed in strong
wooden or metal boxes as described in
40 CFR 173.327(a)(2). Speec. 3E1800
cylinders must be packed in strong
wooden or metal boxes.

“r e

This proposal is made under authority
of R.S. 4405, as amended, R.S. 4417a, as
amended, R.S. 4462, as amended, R.S.
4472, as amended, sec. 6(b) (1), 80 Stat.
937; 46 U.S.C. 375, 391a, 416, 170,49 U.S.C.
1655(b) (1) ; 49 CFR 1.46(b).

Dated: March 12, 1971,

W.F. Rea, IIT,
Rear Admiral, U.S. Coast Guard,
Chief, Office of Merchant
Marine Safety.

[FR Do0c.71-3685 Filed 3-17-71;8:45 am|

Federal Aviation Administration

[ 14 CFR Parts 61, 911
[Docket No. 10918; Notice 71-8]

SECOND-IN-COMMAND QUALIFICA-
TIONS AND PILOT-IN-COMMAND
PROFICIENCY CHECKS

Notice of Proposed Rule Making

The Federal Aviation Administration
is considering amending Parts 61 and 91
of the Federal Aviation Regulations to
adopt experience and qualification re-
quirements for pilots serving as second in
command, and a proficiency check for
pilots in command, of U.S. registered
civil aircraft type certificated for more
than one required pilot. These proposals
cover operations conducted under Part
91 and not pursuant to the certification
or operating rules of Parts 121, 123, 127,
133, 135, or 137 of the Federal Aviation
Regulations.

Interested persons are invited to par-
ticipate in the making of the proposed
rule by submitting such written data,
views, or arguments as they may desire.
Communications should identify the reg-
ulatory docket or notice number and be
submitted in duplicate to: Federal Avia-
tion Administration, Office of the Gen-
eral Counsel, Attention: Rules Docket,
GC-24, 800 Independence Avenue SW.,
Washington, DC 20590. All communica-
tions received on or before June 16, 1971,
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will be considered by the Administrator
before taking action on the proposed
rule. The proposals contained in this
notice may be changed in the light of
comments received. All comments sub-
mitted will be available, both before and
after the closing date for comments in
the Rules Docket for examination by in-
terested persons.

In recent years both the FAA and Part
121 certificate holders, in recognition of
the need to insure that fully gualified
pilots are operating the complex aircraft
of today, have spent a great deal of time
and effort in providing a modern system
of pilot training and qualification. As a
result of these efforts, the overall safety
record of Part 121 certificate holders has
steadily improved. However, one area of
aviation has faced tremendous growth in
recent years, without a concomitant im-
provement in pilot qualification require-
ments. This field is comprised of those
aircraft type certificated for more than
one required pilot and operated in ac-
cordance with the rules of Part 91 and
not pursuant to the certification or op-
erating rules of Parts 121, 123, 127, 133,
135, or 137. Therefore, in recognition of
this large segment of aviation and the
introduction to it of more sophisticated
aireraft, the FAA considers the proposals
herein appropriate in the interest of
safety in air commerce.

Specifically, it is proposed to require
the second in command of such aircraft
to have at least a current private pilot
certificate with appropriate category and
class ratings, an appropriate instrument
rating in the case of flight under IFR,
and experience in certain aspects of the
position held and the airplane being
operated.

In addition, it is proposed to add a new
§ 61.103 to expressly prohibit a private
pilot from acting as second in command
of an aircraft type certificated for more
than one required pilot if (1) that air-
craft is carrying passengers or property
for compensation or hire, or (2) he re-
ceives compensation for his services as
second in command of the aircraft. The
FAA believes this extension of a prohibi-
tion currently applied to pilots in com-
mand will insure that sufficiently quali-
fied pilots occupy both flight crewmember
positions in these aireraft.

With regard to specific qualification
requirements, it is proposed in § 61.47b
to require the second in command pilot
of an aircraft certificated for more than
one required pilot to be familiar with in-
formation concerning powerplants, ma-
jor systems and components, major ap-
pliances, performance and limitations,
standard and emergency operating pro-
cedures, and the contents of the approved
aircraft flight manual, if any. Also, it
would require that the second in com-
mand perform and log engine-out pro-
cedures by maneuvering with an engine
out, and execute and log three takeoffs
and three full stop landings as the sole
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manipulator of the controls. These re-
quirements are considered necessary to
familiarize the second in command pilot
with the operating characteristics of the
type aircraft being flown, The rule as
proposed permits the engine-out proce-
dures to be performed in a simulator
acceptable to the Administrator for the
type of aircraft involved. The qualifica-
tion requirements of § 61.47b would apply
regardless of whether or not the aircraft
is used for the carriage of persons or
property for compensation or hire, or
compensation is received by the second in
command for his services. ]

In order to enable a pilot to meet the
proposed requirements for second in
command qualification, it is also pro-
posed in § 61.47b to permit him to act
as second in command of a flight under
day VFR or day IFR, if the flight begins
and ends at the same airport, no land-
ings are made elsewhere, and no passen-
gers are carried.

In addition to the foregoing proposals
concerning second in command pilots, it
is proposed in § 61.47a to require a pro-
ficiency check for the pilot in command
of an aircraft certified for more than
one required pilot. As proposed, the pilot
in command of such an aircraft would
be required, within the preceding 12 cal-
endar months, to have successfully com-
pleted a proficiency check or flight check
in an aircraft type certificated for more
than one required pilot. He would also be
required to have successfully completed,
within the preceding 24 calendar months,
a proficiency check or a flight check in
the particular type of aircraft in which
he is to serve.

It is proposed to permit the following
checks or tests for either of the pro-
ficiency check requirements of § 61.47a:
(1) A proficiency check given by an
FAA inspector, or a pilot examiner des-
ignated by the FAA, which includes the
standards, maneuvers and procedures
prescribed for the original issuance of a
type rating in the type aircraft used;
(2) a pilot-in-command proficiency
check given under Parts 121, 123, 127, or
135; (3) a flight test to add a type rating
to a pilot certificate; (4) a periodic flight
check necessary for appropriate pilot
examiner or check pilot authority; or (5)
a military proficiency check.

As in the case of a second in command
pilot, for the purpose of meeting the pro-
ficiency check requirement, it is proposed
to permit the pilot to act as pilot in com-~
mand of a flight under day VFR or day
IFR, if the flight begins and ends at the
same airport, no landings are made else-
where, and no passengers are carried.

A proficiency check requirement for
pilots in command of aireraft with which
this notice is concerned will insure that
these aircraft will at all times be under
the control of a pilot who is adequately
familiar with, and qualified to operate,
the particular type aircraft involved.

In order to complete the upgrading of
gualification requirements for pilots in
command, it is proposed to amend the
recent experience requirements of § 61.47
(a) to extend the coverage therein to
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pilots in command of aircraft certificated
for more than one required pilot flight
crewmember. Again, the provision en-
abling pilots in command and seconds in
command to comply with proposals made
herein, would be applicable to paragraph
(a) of § 61.47.

Finally, it is proposed to adopt a new
§ 91.4 to place responsibility on the oper-
ator of aircraft to which this proposal
applies to assure that the pilot flight
crewmembers meet, as appropriate, the
requirements of proposed §§ 61.47a and
61.47h.

In addition, the pilot in command
would be responsible for determining
that the second in command is familiar
with the aircraft and with the proce-
dures the second in command will use.

In consideration of the foregoing, it is
proposed to amend Parts 61 and 91 of the
Federal Aviation Regulations as follows:

1. By amending paragraph (a) of
§ 61.47 to read as follows:

§ 61.47 Recent experience.

(a) No person may act as pilot in com-
mand of an aircraft carrying passengers,
nor of an aircraft certificated for more
than one required pilot flight crewmem-
ber, unless, within the preceding 90 days,
he has made at least five takeoffs and
five landings to a full stop in an aircraft
of the same category, class, and type.
This paragraph does not apply to opera-
tions requiring an airline transport pilot
certificate, nor to operations conducted
under Part 135, For the purpose of meet-
ing the requirements of this paragraph,
a person may act as pilot in command of
a flight under day VFR or day IFR, if the
flight begins and ends at the same air-
port, no landings are made elsewhere,
and no passengers are carried.

* *

2. By inserting a new §§ 61.47a and
61.47b immediately following § 61.47 to
read as follows: >

§ 61.47a Pilot in command proficiency
check: operation of aireraft requir-
ing more than one required pilot.

(a) Except as provided in paragraph
(d) of_this section (12 months after the
effective date of this section), no person
may act as pilot in command of an air-
craft that is type certificated for more
than one required pilot crewmember un-
less he has satisfactorily completed the
proficiency checks or flight checks pre-
sceribed in paragraphs (b) and (¢) of this
section.

(b) Since the beginning of the 12th
month before the month in which a per-
son acts as pilot in command of an air-
craft that is type certificated for more
than one required pilot crewmember he
must have completed one of the follow-
ing proficiency or flight checks in an air-
craft that is type certificated for more
than one required pilot crewmember:

(1) A proficiency check given to him
by an FAA inspector or a designated
flight examiner which includes the
maneuvers, procedures, and standards
required for the original issuance of a

* - »
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type rating for the aircraft used in the
check.

(2) A pilot in command proficiency
check given to him in accordance with
the provisions for that check under Parts
121, 123, or 135 of this chapter. However,
in the case of a person acting as pilot in
command of a helicopter he may also
complete a proficiency check given tg
him in accordance with Part 127 of this
chapter.

(3) A flight test required for an addi-
tional type rating for an aircraft.

(4) An initial or periodic flight check
required for a pilot examiner or check
pilot.

(5) A military proficiency check re-
quired for pilot in command and instru-
ment privileges.

(¢) Since the beginning of the 24th
month before the month in which a per-
son acts as pilot in command of an air-
craft that is type certificated for more
than one required pilot crewmember he
must have completed one of the profi-
ciency checks or flight checks preseribed
in paragraph (b) (1) through (5) of this
section in the particular type aircrait in
which he is to serve as pilot in command.

(d) This section does not apply to
persons conducting operations subject to
Parts 121, 123, 127, 133, 135, and 137 of
this chapter.

(e) If a pilot takes the proficiency
check required by paragraph (a) of this
section in the calendar month before, or
the calendar month after, the month in
which it is due, he is considered to have
taken it in the month it is due.

§ 61.47b Second-in-command qualifica-
tions: operation of aircraft requiring
more than one required pilot.

(a) Except as provided in paragraph
(d) of this section, (90 days after the
effective date of this section), no person
may act as second in command of an air-
craft type certificated for more than one
required pilot flight crewmember, unless
he holds— 3

(1) At least a current private pilot
certificate with appropriate category and
class ratings; and

(2) An appropriate instrument rating
in the case of flight under IFR.

(b) Except as provided in paragraph
(d) of this section, (90 days after the
effective date of this section, no person
may serve as second in command of an
aircraft type certificated for more thar
one required pilot flight cre\\'x.nc-muftr
unless, since the beginning of the 12th
calendar month before the month i
which he serves, he has, with respect 10
that type aircraft: _

(1) Familiarized himself with all 511:
formation concerning the alrcrm}f
powerplant, major components and sys-
tems, major appliances, performance and
limitations, standard and emergency
operating procedures, and the contents
of the approved airplane flight manual.

(2) Performed and logged— A

(i) Three takeoffs and three landnw;
to a full stop as the sole manipulator o
the flight controls; and
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(i) Engine-out procedures and ma-
neuvering with an engine out while exe~-
cuting the duties of a pilot in command.
This requirement may be satisfied in an
aireraft simulator acceptable to the
Administrator.

For the purpose of meeting the require-
ments of subparagraph (2) of this para-
graph, & person may act as second in
command of & flight under day VFR or
day IFR, if the flight begins and ends at
the same airport, no landings are made
elsewhere, and no passengers are carried.

(¢) If a pilot complies with the re-
quirements in paragraph (b) of this sec-
tion in the calendar month before, or the
calendar month after, the month in
which compliance with those require-
ments is due, he is considered,to have
complied with them in the month they
are due. p

(d) This section does not apply to a
pilot who meets the pilot-in-command
proficiency check requirements of
§ 61.47a nor to operations conducted un-
der Parts 121, 123, 127, 133, 135, and 137
of this chapter.

2. By amending the caption of § 61.101
toread: ;

§61.101 General privileges and limita-
tions: pilot in command.
* - * * *

3. By adding a new § 61.103 immedi-
ately following §61.101 to read as
follows:

§61.103 General privileges and limita-

tions: second in command of aireraft

requiring more than one required
pilot.

(a) Except as provided in paragraph
(b) of this section, a private pilot may
not, for compensation or hire, act as sec-
ond in command of an aircraft that is
type certificated for more than one re-
quired pilot, nor may he act as second in
command of such an airceraft that is
carrying passengers or property for com-
pensation or hire,

(b) A private pilot may act as the
second in command of an aireraft that
is type certificated for more than one
required pilot flight erewmember if he
15 authorized to act as pilot in command
of an aircraft under subparagraphs (1)
through (5) of § 61.101(a).

4. By inserting a new § 91.4 immedi-
ately following § 91.3 to read as follows:

g . . 3

5914 Pilot in command and second in
command of aireraft requiring more
than one required pilot.

No person may operate an aircraft
that is type certificated for more than
one required pilot flight erewmember
unless—

‘a) The pilot flight crew of the air-
craft consists of a pilot in command
and a second in command who meet the
[rauirements of §§ 61.47a and 61.47b of
“iis chapter, as applicable; and
_ ') The pilot in command has deter-
oned that the second in command
meets the requirements of § 61.47b(b) (2)

PROPOSED RULE MAKING

of this chapter and has adequate knowl-
edge and familiarity with the aireraft
and the procedures to be used by him.

These amendments are proposed
under the authority of sections 313(a),
314, and 601 of the Federal Aviation Act
of 1958 (49 U.S.C. 1354(a), 1355, and
1421), and section 6(c) of the Depart-
ment of Transportation Act (49 US.C.

1655(c).
Issued in Washington, D.C., on
March 11, 1971. .

James F. RUDOLPH,
Director,
Flight Standards Service.

[FR Doc.71-3T49 Filed 3-17-71;8:47 am]

[ 14 CFR Part 711
[Alrspace Docket No. T1-EA-18]

CONTROL ZONE AND TRANSITION
AREA

Proposed Alteration
Correction

In F.R. Doc. T1-3365 appearing on page
4708 in the issue of Thursday, March 11,
1971, the first line of the control zone
description reading “Within a 6-mile
radius of the center,” should read
“Within a 5-mile radius of the center,”.

[ 14 CFR Part 711
[Airspace Docket No, 7T1-WA-10]

POSITIVE CONTROL AREA
Proposed Alteration

The Federal Aviation Administration
is considering amending Part 71 of the
Federal Aviation Regulations to expand
the positive control area from flight level
240 to 18,000 feet MSL in the Western
United States.

Interested persons are invited to par-
ticipate in the making of the proposed
rule by submitting such written data,
views or arguments as they may desire.
Communications should identify the air-
space docket number and be submitted in
triplicate to the Federal Aviation Admin-
istration, Office of the General Counsel,
Attention: Rules Docket, 800 Indepen-
dence Avenue SW. Washington, DC
20590. All communications received with-
in 60 days after publication of this notice
will be considered by the Administrator
before taking action on the proposed rule.
The proposal contained in this notice
may be changed in the light of comments
received. All comments submitted will be
available, both before and after the clos-
ing date for comments, in the Rules
Docket for examination by interested
persons.

An official docket will be available for
examination by interested persons at the
Federal Aviation Administration, Office
of the General Counsel, Attention: Rules
Docket, 800 Independence Avenue SW.,
Washington, DC 20590. An informal
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docket will also be available for exami-
natlon at the office of the Regional Air
Traffic Division Chief.

Area Positive Control (APC) is pres-
ently designated throughout most of the
United States as that part of the Conti-
nental Control Area between flight level
240 and flight level 600. In a rule adopted
November 9, 1967 (32 F.R. 13270), the
vertical limits of APC were lowered to
18,000 feet MSL in the northeast and part
of the north central United States. It
was stated in the notice of proposed rule
making (32 F.R. 7219) that separate
actions to lower the floor of positive con-
trol area in other sections of the country
may be proposed as the Federal Aviation
Administration attains the capability to
provide positive control service therein.
The FAA has determined that it now has
the capability to provide positive control
services-in the western United States.

The action proposed herein would
designate as positive control area that
airspace within the continental control
area from 18,000 feet MSL to flight level
240 bounded by a line beginning at:

Lat. 43°00700' N., long. 99°00700'*W. thence
to lat. 43°21'00"" N., long. 100°19°00"* W., lat,
44°20°00"" N., long. 101°00°00’* W.,, lat, 44°37"~
00" N., long. 101°00°00’* W., l1at. 45°07°00"" N.,
long. 104°15'00'"%W., lat. 45°14'15 N,, long.
106°00°00"" W., lat. 46°05’00’ N., long. 106°~
C0’'00’" W,, 1at. 46°50°00’’ N., long. 109°35'00°"
W., 1at. 46°15700°’ N,, lJong. 111°00°00’* W., lat.
46°25'00"" N., long. 115°00°00"" W., thence to
lat. 45°30°00’" N., long. 115°00°00’" W,, lat.
45°30°00°" N., long. 117°30°00’ W., lat. 44°-
3700’ N, long. 119°21'00"" W., lat. 44°28700""
N, long. 119°24'00’" W,, lat. 44°30°00’" N.,
long. 119°35’'00"" W., lat. 42°40'00"* N., long,
118°00°00°* W, l1at. 41°00°00’’ N., long. 119°~
30°00"" W., 1at 41°00°00’* N., long. 121°15700""
W., lat. 41°20"00’" N., long. 122°25'00"" W.,
lat. 41°20°00°" N., long. 123°30°00"* W., lat.
41°19'30"" N, long, 124°08'55’* W., thence via
a line three nautical miles from the coastline
to lat. 32°81'00"* N., long. 117°11'00” W.,
thence along the U.S./Mexican border to lat.
32°15700’" N,, long. 114°00700’* W., lat. 34°~
02°00'" N., long. 114°00'00°* W., 1at. 34°11°00"*
N, long. 113°30700’* W., lat. 34°58°00'" N.,
long. 113°30700°" W,, lat. 85°23'00’" N., long.
112°40°00'* W, lat, 35°26°00’’ N., long. 112"~
0000 W., lat. 85°2600’" N., long. 110°00°00""
W., lat. 36°43700’" N., long, 106°05°00"' W.,
lat. 36°43°00’" N., long, 105°00'00'* W., lat.
37°30700°" N., long. 102°33'00"* W., 1at, 38°28’-
00’" N., long. 101°50°00’" W., lat. 38°36°00"*
N., long. "101°28°00"* W., lat. 38°49'00’" N.,
long. 100°60°00"” W., lat. 38°56°00’* N., long.
99°42'00"" W., lat. 39°23'00’ N., long, 99°04’-
00" W. to point of beginning, excluding the
Santa Barbara Islands and Farrallon Island.

This amendment is proposed under the
authority of section 307(a) of the Fed-
eral Aviation Act of 1958 (49 U.S.C.
1348(a)) and section 6(c) of the Depart-
ment of Transportation Act (49 U.S.C.
1655(¢c) ).

Issued in Washington, D.C., on March
12, 1971.

H. B. HELSTROM,
Chief, Airspace and Air
Traffic Rules Division.
[FR Doc.71-3751 Filed 3-17-71;8:48 am]
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FEDERAL HOME LOAN BANK BOARD

[ 12 CFR Part 5631
[No. 71-228]

FEDERAL SAVINGS AND LOAN
INSURANCE CORPORATION

Premium Adjustments Fo'llowing
Mergers, Consolidations, or Pur-
chases of Bulk Assets

MagrcH 11, 1971,

Resolved that the Federal Home Loan
Bank Board considers it advisable to
amend § 563.16 of the Rules and Regula-
tions for Insurance of Accounts (12 CFR
563.16) for the purpose of establishing
a completion date for the computation
of premium payments following mergers,
consolidations, or purchases of bulk as-
sets. Accordingly, the Federal Home Loan
Bank Board proposes to amend said sec-
tion by revising it to read as follows:

§563.16 Premiums in mergers, consol-
idations, or purchases of bulk assets.

In the event of the purchase of bulk
assets by an insured institution or of the
absorption by an insured institution of

PROPOSED RULE MAKING

another institution through merger or
consolidation and the issuance of ac-
counts of an insurable type in connec-
tion therewith, such insured institution
will be billed for an additional premium
based upon the aggregate of the increase
of its accounts of an insurable type is-
sued in connection with such transaction.
Such premium shall be computed at the
rate prescribed by law and shall be that
proportion of the amount so computed
which the unexpired portion of such in-
sured institution’s insurance year bears
to its entire insurance year. For the pur-
pose of computing such additional pre-
mium and as the basis for such computa~
tion, such merger, consolidation, or
purchase of bulk assets shall be deemed
completed upon the last day of the month
in which the Board grants its approval:
Provided, however, That if the institution
which is absorbed by such insured insti-
tution by suech merger, consolidation,
or purchase of bulk assets is an insured
institution, the insured institution which
has so absorbed such other insured in-
stitution shall receive a credit upon its

future premiums of the unearned por-
tion of any premium of such absorbed
institution to the extent that the same

has been paid, and the unearned por.
tion of any premium of such absorbeg
institution shall, to the extent the same
has been paid, be canceled.

(Sec. 404, 48 Stat. 1268, as amended; 12 US(,

1727, Reorg. Plan No. 3 of 1947, 12 F.R. 408
3 CFR, 1943-48 Comp., p. 1071) !

Resolved further that interested per-
sons are invited to submit written data
views, and arguments to the Office of the
Secretary, Federal Home Loan Bank
Board, 101 Indiana Avenue NW., Wash-
ington, DC 20552, by April 19, 1971, as
to whether this proposal should be
adopted, rejected, or modified. Written
material submitted will be available for
publi¢ inspection at the above address
unless confidential treatment is requested
or the material would not be made avail-
able to the public or otherwise disclosed
under § 505.6 of the general regulations
of the Federal Home Loan Bank Board
(12 CFR 505.6).

By the Federal Home Loan Bank
Board.

[sEAL] GRENVILLE L, MILLARD, JI.,
Assistant Secretary.

|FR Doc.71-3786 Filed 3-17-71;8:50 am]
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DEPARTMENT OF THE TREASURY

Bureau of Customs

RAILWAY TRACK MAINTENANCE
EQUIPMENT FROM AUSTRIA

Antidumping Proceeding Notice

MagrcH 9, 1971,

On November 20, 1970, information
was received in proper form pursuant to
§§153.26 and 153.27, Customs Regula-
tions (19 CFR 153.26, 153.27), indicating
a possibility that railway track mainte-
nance equipment from Austria is being,
or likely to be sold, at less than fair value
within the meaning of the Antidumping
Act, 1921, as amended (19 U.S.C. 160 et
seq.).

There is evidence on record concern-
ing injury to or likelihood of injury to
or prevention of establishment of an in-
dustry in the United States.

Having conducted a summary investi-
gation as required by § 153.29 of the Cus-
toms Regulations (19 CFR 153.29) and
having determined as a result thereof
that there are grounds #or so doing, the
Bureau of Customs is instituting an in-
quiry to verify the information submit-
ted and to obtain the facts necessary to
enable the Secretary of the Treasury to
reach a determination as to the fact or
likelihood of sales at less than fair value.

A summary of information received
from all sources is as follows: The in-
formation received tends to indicate that
the prices of the merchandise sold for
exportation to the United States are less
than the prices for home comsumption.

This notice is published pursuant to
§ 153.30 of the Customs Regulations (19
CFR 153.30).

[SEAL) My1LES J. AMBROSE,

Commissioner of Customs.
[FR Doc.71-3791 Filed 8-17-71;8:50 am]

DEPARTMENT OF AGRICULTURE

Consumer and Marketing Service
[Marketing Agreement 146]
1969 CROP PEANUTS

Indemnification

b ‘Pursuant to the provisions of section
df{ of the marketing agreement regulat-
g the quality of domestically produced
D}i’an\uts heretofore entered into between
;;;0 Secretary of Agriculture and various
‘andlers of peanuts (30 F.R. 9402) and
upon recommendation of the Peanut Ad-
{I}“-‘}‘-Isuutive Committee established pur-
;;\‘i‘}”' to such agreement and other
fo r\I’}r‘.n.atlon. 1t is hereby found that the
. o€r amendment hereinafter set forth
‘0the Terms and Conditions of Indemni-

Notices

fication Applicable to 1969 Crop Peanuts
(34 FR. 11152; 35 F.R. 3765) will tend
to effectuate the objectives of the Agri-
cultural Marketing Agreement Act of
1937, as amended, and of such agreement.

Prior amendment of the Terms and
Conditions (35 F.R. 3765) was necessary
to permit indemnification of handlers
(who filed claims therefor during the
period of February 27 through March 26,
1970), sustaining losses due to rejections
not recognized in the original issuance.
Such rejections occurred on lots of pea-
nuts that were unwholesome due to afia-
toxin and the peanuts had been custom
blanched to remove the aflatoxin; and
in some instances, the custom blanching
apparently caused the products made
from such peanuts to have an undesir-
able flavor. As a consequence, the manu-
facturer withheld the product (including
any portion thereof that was returned
to the manufacturer) from the market
and, to cover his loss, rejected the han-
dler invoice on the peanuts or claimed
reimbursement. One handler was in-
volved in such a loss during the early
months of 1970 and his claim was cov-
ered by the prior amendment. However,
since that time another handler was in-
volved in a similar loss and filed a claim
for indemnification subsequent to the
prescribed filing period in the prior
amendment. To effectuate the purpose
of the amendment, it is necessary to
extend the time for the filing of proper
claims for indemnification.

Therefore, the first sentence of the
eighth paragraph of the Terms and Con-
ditions of Indemnification Applicable to
1969 Crop Peanuts (34 F.R. 11152; 35
F.R. 3765) is revised to read as follows:
“Claims for indemnification on 1969 crop
peanuts may be filed by December 1, 1970,
by any handler sustaining a loss as a
result of a buyer withholding from hu-
man consumption a portion or all the
product made from a lot of peanuts
which had been custom blanched pur-
suant to these terms and conditions.”

This amendment should be issued as
soon as possible so as to implement and
effectuate the provisions of the market-
ing agreement dealing with indemnifica-
tion, and no useful purpose will be served
by any postponement thereof. Marketing
of the 1969 peanut crep is completed and
one handler who sustained a loss of the
type covered by the prior amendment
had filed a claim for indemnification is
involved. Hence, this amendment should
be effective as soon as possible, ie., on
the effective date specified herein. Han-
dlers of peanuts who will be affected by
such amendment have signed the mar-
keting agreement authorizing the issu-
ance of such terms and conditions, they
are represented on the Committee which
recommended the amendment, and time
does not permit prior notice of the pro-
posed amendment to such handlers.
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The foregoing amendment is hereby
approved and issued this 15th day of
March 1971, to become effective upon
publication in the FeDERAL REGISTER
(3-18-T1).

PauL A. NICHOLSON,
Deputy Director, Fruit and
Vegetable Division, Consumer
and Marketing Service.

[FR Doc.71-3800 Filed 3-17-71;8:51 am]

EGG PRICES AND MARKET
CONDITIONS

Requests for Commenis on Market
News; Additional Time for Comments

On March 9, 1971, a notice of requests
for comments on market news reporting
egg prices and market conditions was
published in the FebpErRAL REGISTER (36
F.R. 4552), The notice contained a re-
quest by the United Egg Producers for
USDA to consider major changes in the
reporting of market prices of shell eggs.

The notice provided for interested par-
ties to submit comments by March 20,
1971, Requests have been received to pro-
vide an additional period for submission
of comments regarding market news re-
porting. Therefore, notice is hereby given
to provide for an additional period of
time until May 1, 1971, for submitting
comments.

All persons who desire to submit writ-
ten data, views, or arguments in connec-
tion with the request for comments on
market news reporting shall file the same
in triplicate with the Hearing Clerk,
United States Department of Agricul-
ture, Room 112, Administration Build-
ing, Washington, DC 20250, no later than
May 1, 1971,

All written submissions made pursuant
to this notice will be made available for
public inspection at the Office of the
Hearing Clerk during regular business
hours (7 CFR 1.27(b)).

‘Done at Washington, D.C., this 15th
day of March 1971.
. CLAYTON YEUTTER,
Administrator,
Consumer and Marketing Serpice.
[FR Doc.71-3801 Filed 3-17-71;8:51 am|

Office of the Secretary
MEAT IMPORT LIMITATIONS
First Quarterly Estimates

Public Law 88-482, approved August
22, 1964 (hereinafter referred to as the
Act), provides for limiting the quantity
of fresh, chilled, or frozen cattle meat
(TSUS 106.10) and fresh, chilled, or fro-
zen meat of goats and sheep, except lamb
(TSUS 106.20), which may be imported
into the United States in any calendar
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vear. Such limitations are to be imposed
when it is estimated by the Secretary of
Agriculture that imports of such articles
in the absence of limitations during such
calendar year, would equal or exceed 110
percent of the estimated quantity of such
articles, prescribed by section 2(a) of the
Act.

In aecordance with the requirements
of the Act, the following first quarterly
estimates for 1971 are published:

1. The estimated aggregate quantity
of such articles which would, in the ab-
sence of limitations under the Act, be
imported during calendar year 1971 is
1,160.0 million pounds.

2. The estimated quantity of such
articles prescribed by cection 2(a) of the
Act during the calendar year 1970 is
1,025.0 million pounds.

Since the estimated quantity of imports
exceeds 110 percent of the estimated
quantity prescribed by section 2(a) of
the Act, limitations for the calendar year
1971 on the importation of fresh, chilled,
or frozen cattle meat (TSUS 106.10) and
fresh, chilled, or frozen meat of goats
and sheep (TSUS 106.20), are required
to be imposed unless suspended by the
President pursuant to section 2(d) of
Public Law 88-482.

Done at Washington, D.C., this 26th
day of February 1971.

Crirrorp M. HARDIN,
Secretary of Agriculture.

[FR Do0c.71-3743 Filed 3-17-71;8:47 am]

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

[Docket No. S-548]

GUDMUN JOHANNESSEN AND
THOMAS LOVVOLD

Notice of Loan Application

Marcy 11, 1971,

Gudmun Johannessen and Thomas
Lovvold, 1091 Irving Avenue, Astoria, OR
97103, have applied for a loan from the
Pisheries Loan Fund to aid in financing
the purchase of a used 50.4-foot regis-
tered length wood vessel to engage in the
fishery for albacore and yellowfin tuna,
salmon, and Dungeness crab in the
Washington, Oregon, and California
area.

Notice is hereby given, pursuant to the
provisions of 16 U.S.C. T42¢c, Fisheries
Loan Fund Procedures (50 CFR Part 250,
as revised) , and Reorganization Plan No.
4 of 1970, that the above entitled appli-
cation is being considered by the Na-
tional Marine Fisheries Service, National
Qceanic and Atmospheric Administra-
tion, Department of Commerce, Interior
Building, Washington, D.C, 20235. Any
person desiring to submit evidence that
the contemplated operation of such ves-
sel will cause economic hardship or in-
jury to efficient vessel operators already
operating in that fishery must submit
such evidence in writing to the Direc-
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tor, National Marine Fisheries Service,
within 30 days from the date of publica-
tion of this notice. If such evidence is
received it will be evaluated along with
such other evidence as may be available
before making a determination that the
contemplated operation of the vessel will
or will not cause economic hardship or
injury.
JaMmMeES F. MURDOCK,
Chief,
Division of Financial Assistance.

[FR Doc.71-3725 Filed 3-17-71;8:48 am]

[Docket No. S-547)
TERRY L. LEARNED
Notice of Loan Application

MagrcH 11, 1971,

Terry L. Learned, Route 2, Box A-1,
Cloverdale, OR 97112, has applied for a
loan from the Fisheries Loan Fund to aid
in financing the purchase of a used 38-
foot length overall wood vessel to engage
in the fishery for salmon, albacore, and
bottomfish off the coasts of Oregon,
Washington, and California.

Notice is hereby given, pursuant to the
provisions of 16 U.S.C. 742c, Fisheries
Loan Fund Proeedures (50 CFR Part 250,
as revised) , and Reorganization Plan No.
4 of 1970, that the above entitled appli-
cation is being considered by the Na-
tional Marine Fisheries Service, National
Oceanic and Atmospheric Administra-
tion, Department of Commerce, Interior
Building, Washington, D.C. 20235. Any
person desiring to submit evidence that
the contemplated operation of such ves-
sel will cause economic hardship or in~
jury to efficient vessel operators already
operating in that fishery must submit
such evidence in writing to the Director,
National Marine Fisheries Service,
within 30 days from the date of publica~
tion of this notice. If such evidence is
received it will be evaluated along with
such other evidence as may be available
before making a determination that the
contemplated operation of the vessel will
or will not cause such economic hardship
or injury.

JAMES F. MURDOCK,
Chief,
Division of Financial Assistance.

|FR Doe.71-3724 Filed 3-17-71;8:46 am]

ATOMIC ENERGY COMMISSION

[Docket No. 50-376]

PUERTO RICO WATER RESOURCES
AUTHORITY

Notice of Receipt of Application for
Construction Permit and Facility Li-
cense; Time for Submission of
Views on Antitrust Matter

The Puerto Rico Water Resources Au-
thority, General Post Office Box 4267,
San Juan, PR 00936, pursuant to the
Atomie Energy Act of 1954, as amended,
has filed an application dated Novem-
ber 28, 1970, for authorization to con-

struct a pressurized water nuclear rene-
tor, designated as the Aguirre Nuclear
Station Unit 1, on the applicant’s site
in Barrio Aquirre, Salinas, P.R.

The site is located on the southern
coast of Puerto' Rico along the shore of
Bahia De Jobos, and is within the munic-
ipality of Salinas.

The proposed nuclear station will con-
sist of a pressurized water nuclear reac-
tor, which is designed for initial opera-
tion at approximately 1785 thermal
megawatts with a net electrical output
of approximately 583 megawatts.

Any person who wishes to have his
views on the antitrust aspects of the ap-

- plication presented to the Attorney Gen-

eral for consideration shall submit such
views to the Commission within sixty
(60) days after March 18, 1971.

A copy of the application is available
for public inspection at the Commis-
sion’s Public Document Room, 1717 H
Street NW., Washington, D.C. and in the
Office of the Mayor of the Municipality
of Salinas, Salinas, P.R.

Dated at Bethesda, Md. this 24th
day of February 1971.
For the Atomic Energy Commission.

PETER A. MORRIS,
Director,
Division of Reactor Licensing.

[FR Do0e.71-2835 Filed 3-17-71;8:45 am|

[Dockets Nos. 50-369, 50-370]
DUKE POWER CO.

Notice of Receipt of Application for
Construction Permit and Facility Li-
cense; Time for Submission of
Views on Antitrust Matier

The Duke Power Co., 422 South Church
Street, Charlotte, N.C. 28201, pursuant to
the Atomic Energy Act of 1954, as
amended, has filed an application dated
September 18, 1970, for permits to con-
struet and licenses to operate two pres-
surized water nuclear reactors, desig-
nated as the William B. McGuire Nuclear
Station Units 1 and 2, on the applicant’s
site in Mecklenburg County, N.C. The
site is located on the shore of Lake Nor-
man, approximately 17 miles norti-
northwest of Charlotte, N.C., and is im-
mediately east of Duke Power Co0.s
Cowan Ford Hydroelectric Station.

The proposed nuclear station will con-
sist of two pressurized water react
each of which is designed for initi
eration at approximately 3411 i
megawatis with a net electrical o
of approximately 1,180 megawatis.

Any person who wishes to have i
views on the antitrust aspects of the ap
plication presented to the Attorney Gen-
eral for consideration shall submit suci
views to the Commission within SIXW
€60) days after March 11, 1971. =

A copy of the application is avallabe
for public inspection at the Co:}!:ihzi
sion’s Public Document Room, 1717
Street NW., Washington, D.C. and & t ;fle
Office of the County Manager, A\‘Iec.::at'-l‘
purg County, 720 East 4th Street, Char-
lotte NC.
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Dated at Bethesda, Md., this 25th day
of February 1971.
For the Atomic Energy Commission.
R. C. DEYOUNG,

Acting Director,
Division of Reactor Licensing.

[FR Doc.71-3286 Filed 3-10-71;8:45 am]

[Dockets Nos. 50-852, 50-353]
PHILADELPHIA ELECTRIC CO.

Notice of Receipt of Application for
Construction Permits and Facility
licenses; Time for Submission of
Views on Antitrust Matters

Philadelphia Electric Co., 1000 Chest~
nut Street, Philadelphia, PA 19105,
pursuant to the Atomic Energy Act of
1954, as amended, has filed an applica-
tior. dated February 26, 1970, for author-
ization to construct and operate two
single cycle, forced circulation, boiling
water nuclear reactors on the applicant’s
site of approximately 587 acres located on
the Schuylkill River about 1.7 miles
southeast of Pottstown, in Limerick
Township, Montgomery County, Pa.

The proposed nuclear reactors, desig-
nated by the applicant as the Limerick
Generating Station Units 1 and 2, are
each designed for initial operafion at
approximately 3,293 megawatts (ther-
mal) with a net electrical output of ap-
proximately 1,100 megawatts per unit.

Any person who wishes to have his
views on the antitrust aspects of the ap-
plication presented to the Attorney Gen-
eral for consideration shall submif such
views to the Commission within sixty
(60) days after February 25, 1971.

A copy of the application is available
for public inspection at the Commission’s
Public Document. Room, 1717 H Street
NW,, Washington, DC, and in the Public
Library, 500 High Street, Pottstown, PA.

Dated at Bethesda, Md., this 17th day
of February 1971.
For the Atomic Energy Commission.

PETER A. MORRIS,
oF. Director,
Division of Reactor Licensing.

[FR Doc.71-2404 Filed 2-24-71;8:45 am]

[Dockets Nos, 50-354, 50-355]

PUBLIC SERVICE ELECTRIC AND
GAS CoO.

Notice of Receipt of Application for
Cynstruciion Permits and Facility
llFenses; Time for Submission of
Views on Antitrust Matters

Public Service Electric and Gas Co.,
80 Park Place, Newark, NJ 07101, pur-
ix}ant to the Atomic Energy Act of 1954,
:;tamended, has filed an application
tid ed February 26, 1970, for authoriza-
101 to construct and operate two single
IC.\cle. forced circulation, boiling water
Olfuclear reactors on the applicant’s site
: approximately 530 acres located
élo Bprdentown Township, Burlington
uwtm:i ¥, NJ. The proposed site is sit-
8 1e on Newbold Island, which is in the

claware River approximately 5 miles
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south of the city limits of Trenton, N.J.,
and approximately 11 miles northeast of
the Philadelphia city limits.

The proposed nuclear reactors, desig-
nated by the applicant as the Newbold
Island Nuclear Generating Station, are
each designed for initial operation at ap-
proximately 3,293 megawatts (thermal)
with a net electrical output of approx-
imately 1,088 megawatts per unit.

Any person who wishes to have his
views on the antitrust aspects of the ap-
plication presented to the Attorney Gen-
eral for consideration shall submit such
views to the Commission within sixty
(60) days after February 25, 1971.

A copy of the application is available
for public inspection at the Commission’s
Public Document Room, 1717 H Street
NW., Washington, DC, and at the Offices
of the Public Service Electric and Gas
Co. located at 222 East State Street,
Trenton, NJ, and at 437 High Street,
Burlington, NJ.

Dated at Bethesda, Md., this 17th day
of February 1971.
For the Atomic Energy Commission.
PETER A. MORRIS,

: Director,
Division of Reactor Licensing.

[FR Doc.71-2405 Filed 2-24-71;8:45 am]

[Docket No. §0-16]

POWER REACTOR DEVELOPMENT
Cco.

Order Extending Provisional
Operating License Expiration Date

Power Reactor Development Co. has
fiied a request dated December 29, 1970,
and supplement dated January 28, 1971,
for an extension of the expiration date
of Provision Operating License No. DPR~
9 which authorizes the possession and
operation of the Enrico Fermi Atomic
Power Plant, a sodium-cooled fast
breeder reactor, at thermal power levels
not to exceed 200 megawatts located in
Monroe County, Mich, Good cause hav-
ing been shown in the application for this
extension pursuant to paragraph 5 of
said license and Part 50 of the Commis-
sion’s regulations in 10 CFR: If is hereby
ordered, That the expiration date of Pro-
visional Operating License No. DPR-9 is
extended from January 31, 1971, to June
30, 1971.

Dated at Bethesda, Md., this 9th day
of March 1971.

For the Atomic Energy Commission.

FRANK SCHROEDER,
Acting Director,
Division of Reactor Licensing.

[FR Doc.71-3718 Filed 3-17-71;8:45 am]

[Docket No. 50-244]

ROCHESTER GAS AND ELECTRIC
CORP.
Order Extending Provisional
Operating License Expiration Date

By petition notarized February 2, 1971,
the Rochester Gas and Electric Corpo-
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ration of Rochester, N.Y., requested an
eéxtension of the expiration date of Pro-
visional Operating License No. DPR-18
which authorizes possession, use and op-
eration of its R. E. Ginna Nuclear Power
Plant Unit No. 1 _locatec in Wayne
County, N.Y., at power levels up to a
maximum of 1,300 megawatts (thermal) .

Good cause having been shown in the
petition for this extension pursuant to
10 CFR Part 50 and the provision of
paragraph 5 of the license: If is hereby
ordered, That the expiration date of Pro-
visional Operating License No. DPR-
18 is extended from March 19, 1971, to
S:zaptember 19, 1972,

Dated at Bethesda, Md., this 5th day
of March 1971.

For the Atomic Energy Commission.

FRANK SCHROEDER,
Acting Director,
Division of Reactor Licensing.

[FR Doc.71-3719 Filed 3-17-71;8:45 am]

- CIVIL AERONAUTICS BOARD

[Dockets Nos. 23137, 21866; Order 71-3-80]
AMERICAN AIRLINES, INC.
Order Dismissing Complaint

Adopted by the Civil Aeronautics
Board at its office in Washington, D.C.,
on the 12th day of March 1971,

By tariff revision ! marked to become
effective March 14, 1971, American Air-
lines, Inc. (American), proposes to
establish a coach/economy lounge in its
dual and triple configured B-747 aircraft.
The lounge is to contain 17 seats, all of
which are to be withheld from sale.

Trans World Airlines, Inc. (TWA), has
filed a complaint requesting investigation
and suspension, It is alleged that the
proposal will necessitate removal of up
to 40 seats; that this coupled with the
fact that the seats would be withheld
from sale will result in underutilization
of B-747 capacity; and that American is
attempting to gain a competitive advan-
tage which could have a potentially
adverse impact on all B-747 operators by
increasing unit costs. Delta Air Lines,
Ine. (Delta) has filed an answer in sup-
port of TWA’s complaint, alleging essen-
tially that seating configurations have a
way of becoming “writ in stone’; and
that if other carriers were forced to fol-
low suit the B-747 could be frozen for
vears into wasteful underutilization of
capacity, thereby preventing this air-
craft’'s economic potential from ever
being realized.

In answer to the complaint, American
alleges that the B-747 has not lived up
to expectations in terms of passenger
appeal, and that until it becomes more
attractive carriers will be reluctant to
retire older aircraft and thereby alleviate
airport congestion. It is further alleged
that the proposed reconfiguration will
result in a loss of only 13 seats available
for sale; that the issue of withholding
the lounge seats from sale is academic at

1 Revisions to Airline Tariff Publishers, Inc.,
Agent, Tariff CAB No, 65,
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today’s load factors; that its lounge seats
cannot be sold because they do not satisfy
FAA standards for takeoff and landing;
and that the lounge can be withdrawn
within 48 hours and replaced by normal
coach seats when demand so justifies.

Upon consideration of the tariff filing,
the complaint and answer thereto, and
other relevant matters, the Board finds
that the complaint does not set forth
sufficient facts to warrant suspension.
Seating configurations are already under
investigation in the Domestic Passenger-
Fare Investigation, Docket 21866, If it
does not. prove possible to resolve the
issues relating to American’s present
proposal in the course of the Passenger-
Fare case, however, the Board intends at
a subsequent time to issue an order set-
ting down & separate investigation. In
our view, it will be essential to explore
the long-run implications of a possible
trend toward removing substantial num-
bers of salable seats from this aircraft
for a future period when renewed traflic
growth will again begin to put pressure
on capacity.

The primary issue raised by American’s
proposal is whether or not it should be
permitted to withhold the lounge seats
from sale. In the past, where lounges
have been provided in coach/economy
service the seats have been available for
sale as necessary to accommodate traffic
demand. However, in light of the current
disparity between traffic and capacity,
we do not believe that as a practical mat-
ter withholding the lounge seats from
sale will undermine the economics of
B-747 coach service at this time. We are
also influenced by the fact that the
Jounge unit to be used by American can
be replaced by normal coach seats within
a relatively short period of time, should
trafiic demand during certain periods or
on certain routes so justify.

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

It is ordered, That:

1. The complaint of Trans World Air-
lines, Inc., in Docket 23137 is' hereby
dismissed; and

2. A copy of this order be served upon
American Airlines, Inc., Delta Air Lines,
Ine., and Trans World Airlines, Inc.

This order shall be published in the
FEDERAL REGISTER.

By the Civil Aeronautics Board.®

['seAL] HARrY J. ZINK,
Secretary.

[FR Do¢.T1-3703 Filed 3-17-71;8:50 am]

[Docket No. 19078]

NORTHEAST CORRIDOR VIOL
INVESTIGATION
Notice of Prehearing Conference

Phase IT (see Orders T0-9-44; 70-11-
111; 71-1-74; and 71-2-45).

Notice i.. hereby given that a prehear-
ing conference in the above-entitled mat-

= Conecurring statement of Member Murphy
filed as part of the original document,
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ter is assigned for May 11, 1971, at 10

am, edst., in Room 726, Universal
Building, 1825 Connecticut Avenue NW.,
Washington, DC, before Examiner Wil-
liam H. Dapper.

Regquests for information and evidence,
proposed statements of issues, and pro-
cedural dates shal: be filed by counsel
for the Bureau of Operating Rights on
or before April 26, 1971, and by other
parties on or before May 5, 1971.

Dated at Washington, D.C., March 12,
1971.

[sEAL] TaoMAs L. WRENN,

Chief Examiner.
[FR Doe.71-3792 Filed 3-17-71;8:50 am ]

ENVIRONMENTAL PROTECTION
AGENCY

CHEVRON CHEMICAL CO.

Notice of Filing of Petition Regarding
Pesticide Chemicals

Pursuant to the provisions of the Fed-
eral Food, Drug, and Cosmetic Act (sec,
408(d) (1), 68 Stat. 512; 21 US.C. 346a
(d) (1)), notice is given that a petition
(PP 1F1101) has been filed by the Chev-
ron Chemical Co., 940 Hensley Street,
Richmond, CA 94804 proposing the es-
tablishment of a tolerance (21 CFR Part
420) for negligible residues of the herbi-
cide diquat in water at 0.01 part per
million calculated as the cation and re-
sulting from use of its dibromide salt
in the control of aquatic weeds.

The analytical method proposed in the
petition for determining residues of the
herbicide is a colorimetrie procedure in
which the residues are reduced by so-
dium dithionite to an unstable free
radical having an intense green color
and strong absorption peak at 377
nanometers.

Dated: March 15, 1971.

R. E. JoHNSON,
Acting Commissioner,
Pesticides Office.

[FR Doc.71-8744 Piled 3-17-71;8:47 am]

PPG INDUSTRIES, INC.

Notice of Filing of Petition Regarding
Pesticide Chemicals

Pursuant to provisions of the Federal
Food, Drug, and Cosmetic Act (sec. 408
(d) (1), 68 Stat. 512; 21 U.S.C. 346a(d)
(1)), notice is given that a petition (PP
1F1103) has been filed by PPG Industries,
Inc., 1 Gateway Center, Pitisburgh, PA
15222, proposing the establishment of an
exemption from the requirement of a
tolerance (21 CFR Part 420) for residues
of dimethyl dialkylammonium chloride
when present with silica and hydrated
silica in pesticide formulations applied
to raw agricultural commodities.

The analytical method proposed in the
petition for determining residues of
dimethyl dialkylammonium chloride is

the procedure of L. D. Metcalfe, J. am
Oil Chemists Society, 40, 25 (1963) . ;

Dated: March 15, 1971.
R.E. JouNnson,
Acting Commissioner,
Pesticides Office.
[FR Doc.71-3746 Filed 3-17-71;8:47 am]

0,0 - DIETHYL S -(2- CHLORO-1.-

PHTHALIMIDOETHYL) PHOSPHO-
RODITHIOATE
Notice of Estahlishment of Temporary
Tolerance

Hercules Inc., Wilmington, DE 19899,
submitted to the Food and Drug Ad-
ministration a petition requesting tem-
porary tolerances for residues of the in-
secticide 0O,0-diethyl S-(2-chloro-1-
phthalimidoethyl)  phosphorodithioate
and its oxygen analog O,0-diethyl S-(2-
chloro-1-phthalimidoethyl) phosphoro-
thioate in or on the raw agricultural
commodities grapes and pecans.

The Reorganization Plan No. 3 of 1970
published in the FEpEraL REGISTER of
October 6, 1970 (35 F.R. 15623), trans-
ferred (effective December 2, 1970) to the
Administrator of the Environmental
Protection Agency the functions vested in
the Secretary of Health, Education, and
Welfare for establishing tolerances for
pesticide chemicals under sections 406,
408, and 409 of the Federal Food, Drug,
and Cosmetic Act (21 U.S.C. 346, 346a,
and 348). The functions vested in the
Secretary of Agriculture and the Depart-
ment of Agriculture under section 408(1)
of that Act (21 US.C. 346a(1)), and un-
der the Federal Insecticide, Fungicide,
and Rodenticide Act (7 U.S.C. 135-135k)
were also transferred to the Adminis-
trator.

The Fish and Wildlife Service, US.
Department of Interior, advised that It
has no objection to these temporary
tolerances.

It has been determined that temporary
tolerances for residues of the insecticide
and its oxygen analog in or on grapes at
1.5 parts per million and in or on pecans
at 0.01 part per million are safe and wil
protect the public health, These tempo-
rary tolerances are therefore established
as requested on condition that the insec-
ticide is used in accordance with the tem-
porary permit, which is being issued con-
currently and which provides for dis-
tribution under the Hercules Incorpo-
rated name. These temporary tolerances
will expire March 15, 1972.

This seetion is taken pursuant to pro-
visions of the Federal Food, Drug. r;m_q
Cosmetic Act (sec. 408(j), 68 Stat. Jib-
21 U.S.C. 346a(j)) and pursuant t_o Re-
organization Plan No. 3 of 1970 (35 FR.
15623) and under authority delegated go
the Commissioner or Acting Commis
sioner, Pesticides Office of the Environ-
mental Protection Agency (36 FE.
1228).

Dated: March 15, 1971.

R. E. JOHNSON,
Acting Commissioner,
Pesticides Office.

[FR Doc.71-3746 Filed 3-17-71;8:47 am]
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NEODECANOIC ACID

Notice of Establishment of Temporary
Tolerance

Agway Inc., Box 1333, Syracuse, NY
13201, submitted to the Food and Drug
Administration a petition gequesting a
temporary tolerance for residues of tl_le
desiccant and defoliant neodecanoic acid
(a mixture of 10-carbon trialkyl acetic
acids (calculated as CoHwCOOH)) in or
on the raw agricultural commodity
onions (dry bulbs only) .

The Reorganization Plan No. 3 of 1970,
published in the FEDERAL REGISTER of
October 6, 1970 (35 F.R. 15623), trans-
ferved (effective December 2, 1970) to the
Administrator of the Environmental Pro-
tection Agency the functions vested in

the Secretary of Health, Education, and

Welfare for establishing tolerances for
pesticide chemicals under sections 406,
408, and 409 of the Federal Food, Drug,
and Cosmetic Act (21 U.S.C, 346, 346a,
and 348). The functions vested in the
Secretary of Agriculture and the Depart-
ment of Agriculture under section 408(1)
of that Act (21 U.S.C. 346a(1)) and un-
der the Federal Insecticide, Fungicide,
and Rodenticide Aet (7T US.C. 135-
135k) were also transferred to the
Administrator.

The Fish and Wildlife Service, U.S.
Department of Interior, advised that it
has no objection to this temporary
tolerance,

It has been determined that a tempo-
rary tolerance of 2 parts per million for
residues of neodecanoic acid in or on
onions (dry bulbs only) is safe and will
protect the public health. It is therefore
established as requested on condition
that the desiccant and defoliant is used
In accordance with the temporary permit
which is being issued concurrently and
which provides for distribution under the
Agway, Incorporated name. This tempo-
rary tolerance will expire March 15, 1972.
This action is taken pursuant to pro-
visions of the Federal Food, Drug, and
lezwuc Act (sec. 408(j), 68 Stat. 516:
21 UAS.,CA 346a(j)) and pursuant to Re-
organization Plan No. 3 of 1970 (35 F.R.
15623), and under authority delegated
by the Administrator to the Commis-
Sloner or Acting Commissioner, Pesticides
Office of the Environmental Protection
Agency (36 F.R. 1228),

Dated: March 15,1971.

. R. E. JOHNSON,
Acting Commissioner,
Pesticides Office.

[FR Doc.71-3747 Filed 3-17-71;8:47 am|)

FEDERAL MARITIME COMMISSION

AMERICAN MAIL LINE, LTD., AND
AMERICAN PRESIDENT LINES, LTD.

Notice of Agreement Filed

mNotice Is hereby given that the follow-
: Os agreement has been filed with the
Mmission for approval pursuant to

Section 15 of the Shipping Act, 1916, as

No, 53—g
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amended (39 Stat. 733, 75 Stat. 763, 46
U.S.C.814).

Interested parties may inspect and ob-
tain a copy of the agreement at the
Washington office of the Federal Mari-
time Commission, 1405 I Street NW.,
Room 1202; or may inspect the agree-
ment at the Field Offices located at New
York, N.Y.,, New Orleans, La. and San
Francisco, Calif. Comments on such
agreements, including requests for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Washing-
ton, D.C. 20573, within 20 days after
publication of this notice in the FEpERAL
REGISTER, Any person desiring a hearing
on the proposed agreement shall provide
a clear and concise statement of the
matters upon which they desire fo adduce
evidence. An allegation of discrimination
or unfairness shall be accompanied by
a statement describing the discrimination
or unfairness with particularity. If a vio-
lation of the Act or detriment to the
commerce of the United States is alleged,
the statement shall set forth with par-
ticularity the acts and circumstances said
to constitute such violation or detriment
to commerce.

A copy of any such statement should
also be forwarded to the party filing the
agreement (as indicated hereinafter) and
the statement should indicate that this
has been done.

Notice of agreement filed by :

Mr. W. R. Purnell, District Manager, Ameri-
can Mail Line, Ltd., 601 California Street,

Suite 610, San Francisco, CA 94108.

Agreement No. 9936 is a transshipment
agreement covering the transportation of
cargo from American Mail Line's ports
of call in Oregon, Washington, and
Alaska to American President Lines'
ports of call in Vietnam with transship-
ment in Hong Kong or ports in Japan.

Dated: March 15, 1971.
By order of the Federal Maritime
Commission.

Francis C. HURNEY,
Secretary.

[FR Doc.71-3794 Filed 3-17-71:8:50 am]

CEYLON/U.S.A, CONFERENCE
Notice of Agreement Filed

Notice is hereby given that the follow-
ing agreement has been filed with the
Commission for approval pursuant to sec-
tion 15 of the Shipping Act, 1916, as
amended (39 Stat. 733, 75 Stat. 763, 46
US.C. 814).

Interested parties may inspect and ob-
tain a copy of the agreement at the
Washington office of the Federal Mari-
time Commission, 1405 I Street NW,,
Room 1202; or may inspect the agree-
ment at the Field Offices located at New
York, N.Y,, New Orleans, La. and San
Francisco, Calif. Comments on such
agreements, including requests for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Washing-
ton, D.C. 20573, within 20 days after pub-
lication of this notice in the FEDERAL
REGISTER. Any person desiring a hearing
on the proposed agreement shall provide
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a clear and concise statement of the mat-
ters upon which they desire to adduce
evidence. An allegation of discrimination
or unfairness shall be accompanied by a
statement describing the discrimination
or unfairness with particularity. If a
violation of the Act or detriment to the
commerce of the United States is alleged,
the statement shall set forth with par-
ticularity the acts and circumstances said
to constitute such violation or detriment
to commerce.

A copy of any such statement should
also be forwarded to the party filing the
agreement (as indicated hereinafter) and
the statement should indicate that this
has been done.

Notice of agreement filed by:

Willlam L. Hamm, Secretary, Ceylon/US.A.

Conference, 25 Broadway, New York, NY

10004.

Agreement No. 8050-8, among the
member lines of the Ceylon/U.S.A. Con-
ference, modifies the basic conference
agreement by adding a new paragraph
3 to Clause T thereof which provides that
every application for conference mem-
bership shall be accompanied by agree-
ment to pay into the conference funds a
nonreimbursable admission fee of
$5,000.

Dated: March 15, 1971,

By order of the Federal Maritime
Commission.
Francis C. HURNEY,
Secretary.

[FR Doc.71-3795 Filed 3-17-71;8:51 am|

CITY OF LONG BEACH AND
KAWASAKI KISEN KAISHA, LTD.

Notice of Agreement Filed

Notice is hereby given that the fol-
lowing agreement has been filed with the
Commission for approval pursuant to sec-
tion 15 of the Shipping Act, 1916, as
amended (39 Stat. 733, 75 Stat. 763, 46
U.SC. 814),

Interested parties may inspect and ob-
tain a ‘copy of the agreement at the
Washington office of the Federal Mari-
time Commission, 1405 I Street NW.,
Room 1202; or may inspect the agree-
ment at the Field Offices located at New
York, N.Y., New Orleans, La., and San
Francisco, Calif. Comments on such
agreements, including requests for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Washing-
ton, D.C. 20573, within 20 days after pub-
lication of this notice in the FEbpErAL
REGISTER. Any person desiring a hearing
on the proposed agreement shall provide
a clear and concise statement of the mat-
ters upon which they desire to adduce
evidence. An allegation of discrimination
or unfairness shall be accompanied by a
statement describing the discrimination
or unfairness with particularity. If a
violation of the Act or detriment to the
commerce of the United States is alleged,
the statement shall set forth with par-
ticularity the acts and circumstances said
to constitute such violation or detriment
to commerce.
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A copy of any such statement should
also be forwerded to the party filing the
agreement (as indicted hereinafter) and
the statement should indicate that this
has been done.

Notice of agreement filed by:

Mr, Leonard Putnam, City Attorney, City of

Long Beach, Suite 600, City Hall, Long

Beach, CA 90802.

Agreement No. T-2491, between the
city of Long Beach (City) and Kawasaki
Kisen Kaisha, Ltd. (K Line), is a 5-year
nonexclusive preferential assignment
agreement that provides for the use of
the wharf and contiguous wharf prem-
ises, together with improvements, lo-
cated at Berth 234, Pier J, at the city
of Long Beach, Calif. K Line is also
granted an option for additional space
on terms outlined in the agreement. K
Line will use the premises to operate a
proprietary or contract container termi-
nal, including the furnishing of ware-
housing, rail and truck facilities for the
assembly, distribution, loading and un-
loading, ete., of cargo both in containers
and out of containers. K Line will either
file a tariff of charges, or, in lieu thereof,
elect to use and be bound by the Port of
Long Beach tariff. In the event K Line
publishes a tariff, all charges shall con-
form as nearly as possible with like
charges enacted by the city and no
c¢hanges shall be made in its tariff with-
out the prior written approval of the
city. As compensation, K Line may
choose to either pay on a straight com-
pensation basis or on a minimum-
maximum basis on terms outlined in the
agreement. K Line will pay city's appli-
cable tariff charges for the use of the
premises, which, will be credited toward
the minimum-maximum compensation.
K Line, at its own cost and expense will
furnish wharf cranes on rails to be in-
stalled by the city. such cranes being the
personal property of K Line. Agreement
No. T-2491 is intended to supersede
FM.C. Agreement No. T-2400, which
was assigned to K Line as of January 13,
1971.

Dated: March 15, 1971.

By order of the Federal Maritime
Commission. .
Francis C. HURNEY,

Secretary.

[FR Doc.71-3797 Filed 3-17-71;8:51 am]

CITY OF LONG BEACH ET AL.
Notice of Agreement Filed

Notice is hereby given that the follow-
ing agreement has been filed with the
Commission for approval pursuant to
section 15 of the Shipping Act, 1916, as
amended (39 Stat. 733, 75 Stat. 763, 46
U.S.C.814).

Interested parties may inspect and ob-
tain a copy of the agreement at the
‘Washington office of the Federal Mari-
time Commission, 1405 I Street, NW,,
Room 1202; or may inspect the agree-
ment at the Field Offices located at New

NOTICES

York, N.Y., New Orleans, La., and San
Francisco, Calif. Comments on such
agreements, including request for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Washing-
ton, D.C. 20573, within 20 days after pub-
lication of this notice in the FEDERAL
REGISTER. Any person desiring a hearing
on the proposed agreement shall provide
a clear and concise statement of the
matters upon which they desire to ad-
duce evidence. An allegation of discrimi-
nation or unfairness shall be accom-
panied by a statement describing the
diserimination or unfairness with par-
ticularity. If a violation of the Act or
detriment to the commerce of the United
States is alleged, the  statement shall
set forth with particularity the acts and
circumstances said to constitute such
violation or detriment to commerce.

A copy of any such statement should
also be forwarded to the party filing the
agreement (as indicated hereinafter)
and the statement should indicate that
this has been done.

Notice of agreement filed by:

Mr. Leonard Putnam, City Attorney, City
of Long Beach, Suite 600, City Hall, Long

Beach, CA 90802.

Agreement No. T-2400-A, between the
the City of Long Beach (City), Kerr
Steamship Co., Inc. (Kerr) and Kawa-
saki Kisen Kaisha, Ltd. (K Line),
provides for the termination of lease
Agreement No. T-2400, a preferential
assignment agreement between the City
and Kerr, which Kerr recently assigned
to K Line, as allowed under the provi-
sions of the agreement. Agreement No.
T-2400-A has been filed concurrently
with lease Agreement No. T-2491, be-
tween the City and K Line, and will
become effective upon the approval of
Agreement No. T-2491.

Dated: March 15, 1971.

By order of the Federal Maritime
Commission.
Francis C. HURNEY,
Secretary.

[FR Doc.71-3796 Filed 3-17-71:8:51 am|]

GULF/MEDITERRANEAN PORTS
CONFERENCE

Notice of Agreement Filed

Notice is hereby given that the fol-
lowing agreement has been filed with
the Commission for approval pursuant
to section 15 of the Shipping Act, 1916,
as amended (39 Stat. 733, 756 Stat. 763, 46
U.S.C. 814).

Interested parties may inspect and ob-
tain a copy of the agreement at the
Washington office of the Federal Mari-
time Commission, 1405 I Street NW.,
Room 1202; or may inspect the agree-
ment at the Field Offices located at New
York, N.Y., New Orleans, La.,, and San
Francisco, Calif. Comments on such
agreements, including requests for hear-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Washing-
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ton, D.C. 20573, within 20 days afte
publication of this notice in the Frpgay,
REGISTER. Any person desiring a hearing
on the proposed agreement shall provige
a clear and concise statement of the
matters upon which they desire to ag.
duce evidence. An allegation of discrimi.
nation or unfairness shall be accom.-
panied by a statement describing the
discrimination or unfairness with par-
ticularity. If a violation of the Act or
detriment to the commerce of the Uniteg
States is alleged, the statement shall set
forth with particularity the acts ang
circumstances said to constitute such
violation or detriment to commerce.

A copy of any such statement should
also be forwarded to the party filing the
agreement (as indicated hereinafter)
and the statement should indicate that
this has been done.

Notice of agreement filed by:

John T. Crook, Chairman, Gulf/Mediterra-
nean Ports Conference, Suite 927, Whitney

Building, New Orleans, LA 70130.

Agreement No. 134-34 modifies the
Conference's self-policing provisions to
include the mandatory provisions re-
quired by the Commission’s General
Order 7 as revised on October 27, 1970.

Dated: March 15, 1971.

By order of the Federal
Commission.

Maritime
Francis C. HURNEY,
Secretary.
[FR Doc.71-3798 Filed 3-17-71;8:51 am]

MONTSHIP LINES, LTD., AND GES-
TIONI ESERCIZIO NAVI SICILIA—
G.E.N.S.

Notice of Agreement Filed

Notice is hereby given that the i_ol-
lowing agreement has been filed with
the Commission for approval purS}an
to section 15 of the Shipping Act, 1‘916.
as amended (39 Stat. 733, 75 Stat. 763, 46
U.S.C. 814). ‘

Interested parties may inspect and ob-
tain a copy of the agreement a the
Washington office of the Federal Marl-
time Commission, 1405 I Street NW,
Room 1202; or may inspect the agree-
ment at the Field Offices located at New
York, N.Y., New Orleans, La., and San
Francisco, Calif. Comments on such
agreements, including requests for hen.rv-
ing, may be submitted to the Secretary,
Federal Maritime Commission, Washing-
ton, D.C. 20573, within 10 days after
publication of this notice in the Psam:
REGISTER. Any person desiring a hear'x.xis
on the proposed agreement shall provide
a clear and concise statement of the
matters upon which they desire to ¢
duce evidence. An allegation of (hscnml:
nation or unfairness shall be ‘:xcconge
panied by a statement describing
discrimination or unfairness with Dﬂr;
ticularity, If a violation of the Ayﬂ' Od
detriment to the commerce of me‘Lmtee ;
States is alleged, the statement shall s

forth with particularity the acts and
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circumstances said {0 constitute such
viglation or detriment to commerce.

A copy of any such statement should

also be forwarded to the party filing the
arreement  (as indicated hereinafter)
and the statement should indicate that
this has been done.
“Notice of application to temporarily
reinstate Agreement No. 9426 filed by:
iwin Longcope, Esq., Hill, Betts & Nash,
26 Broadway, New York, NY 10004.

Acreement No. 9426 established a joint
service between the above carriers known
as the “Montship-Capo Great Lakes
Service” to operate in the trades between
canadian Atlantic Coast ports and
Canadian and U.S. Great Lakes ports,
on the one hand, and ports in the Medi-
terranean Sea, Iberian Peninsula and
North Africa, on the other, The agree-
ment was approved on June 1, 1965,.for
a period of five (5) years commencing
on January 1, 1965.

Because of confusion as to the date of
approval, the parties allowed the agree-
ment to expire by its terms on Janu-
ary 1, 1970, but continued to operate
thereunder,

Being only recently made aware of its
expiration, the parties have filed an ap-
plication with the Commission request-
ing that the agreement be reinstated for
a period of 30 days within which they
plan to refile it for a further period not
to exceed three (3) years.

Dated: March 15, 1971.

By order of the Federal Maritime
Commission.

Francis C. HURNEY,
Secrelary.
[FR Doc.71-3799 Filed 3-17-71;8:51 am]

FEDERAL POWER COMMISSION

[Docket No., CPT71-214]
EL PASO NATURAL GAS CO.
Notice of Application

MarcH 9, 1971.

Take notice that on March 2, 1971, El
Paso Natural Gas Co. (applicant), Post
Office Box 1492, E1 Paso, TX 79999, filed
I Docket No. CP71-214 an application
bursiant to section 7(c) of the Natu-al
Gas Act for a certificate of public conven-
‘ence and necessity authorizing the con-
Siruction, during the ealendar year 1971,
énd operation of & maximum of 45,000
‘Cjompressgr brake horsepower on its San
fulz]u} Basin gathering system, all as more
i? 0.‘;1 ;ﬁté io;tgh d;\ t.éle application which

7ith the Commissi

% public inspection. b
; Applicant states that the purpose for
J{construction of the additional com-
A’i}&-ﬁ_ﬂr facilities proposed herein is to
+eviate the progressive reduction in de-
i}e- e‘rfahbllhty resulting from declines in
ASM YOIr pressures as experienced in the
rf?‘-luan Basin gas producing forma-
008 located in Colorado and New Mex-
0. Applicant proposes to install; as may
adair CCssary, at unspecified locations,
‘iditional compressor horsepower, not to

NOTICES

exceed 45,000 brake horsepower, to main-
tain the required deliverability of 1,700,
000 Mcf of natural gas daily from the
subject area throughout the 1971-72
heating season. Applicant states that it
also intends to construct certain auxil-
iary facilities within the contemplation
of § 2.55(a) of the Commission’s general
policies and interpretations. Applicant
further states that the additional 45,000
compressor brake horsepower, if neces-
sary, would cost not more than
$11,500,000.

Any person desiring to be heard or to
make any protest with reference to said
application should on or before
March 30, 1971, file with the Federal
Power Commission, Washington, D.C.
20426, a petition to intervene or a protest
in accordance with the requirements of
the Commission’s rules of practice and
procedure (18 CFR 1.8 or 1.10) and the

- regulations under the Natural Gas Act

(18 CFR 157.10). All protests filed with
the Commission will be considered by it
in determining the appropriate action to
be taken, but will not serve to make the
protestants parties to the proceeding.
Any person wishing to become a party to
a proceeding or to participate as a party
in any hearing therein must file a peti-
tion to intervene in accordance with the
Commission’s rules.

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 ap-
plication if no petition to intervene is
filed within the time required herein, if
the Commission on its own review of the
matter finds that a grant of the certifi-
cate is required by the public convenience
and necessity. If a petition for leave to
intervene is timely filed, or if the Com-
mission 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.

KeNNETH F. PLUMB,
Acting Secretary.

[FR Doc.71-3726 Filed 3-17-71;8:46 am]

[Docket No. CPT1-218]
MICHIGAN WISCONSIN PIPE LINE CO.
Notice of Application

MarcH 9, 1971,

Take notice that on March 1, 1971,
Michigan Wisconsin Pipe Line Co. (appli-
cant), 1 Woodward Avenue, Detroit, MI
48226, filed in Docket No. CP71-213 an
application pursuant to section 7(c) of
the Natural Gas Act for a certificate of
public convenience and necessity author-
izing the transfer of six 1,100 horsepower
compressor units, all as more fully set
forth in the application which is on file
with the Commission and open to public
inspection.
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Specifically, applicant proposes to
transfer six 1,100 horsepower compressor
units from its St. Martinville, La., com-
pressor station to its Appleton, Wis.,
compressor station.

Applicant was authorized to install two
9,100 horsepower compressor units at its
St. Martinville compressor station in an
order issued by the Commission on
December 30, 1970, in Docket No. CP70-
163, Applicant states that the completion
of these two 9,100 horsepower units
would permit the transfer of the existing
six 1,100 horsepower units, Applicant was
authorized to install two 2,750 horse-
power compressor units at its new Ap-
pleton compressor station in an order
issued by the Commission on April 30,
1970, in Docket No. CP70-21.

Applicant states that Appleton is a low
load factor station and is particularly
suitable for the installation of the six
1,100 horsepower units available from the
St. Martinville station. Applicant also
states that these six units could be trans-
ferred to the Appleton station at a cost
of $623,830, which cost is less than the
$1,856,400 cost for the two 2,750 horse-
power units heretofore authorized. Ac-
cordingly, applicant requests authoriza-
tion to transfer the six 1,100 horsepower
units from the St. Martinville station to
the Appleton station.

Any person desiring to be heard or to
make any protest with reference to said
application should on or before March 30,
1971, file with the Federal Power Com-
mission, Washington, D.C. 20426, a peti-
tion to intervene or a protest in accord-
ance with the requirements of the Com-
mission’s rules of practice and procedure
(18 CFR 1.8 or 1.10) and the regulations
under the Natural Gas Act (18 CFR
157.10) . All protests filed with the Com-
mission will be considered by it in deter-
mining the appropriate action to be taken
but will not serve to make the protestants
parties to the proceeding., Any person
wishing to become a party to a proceed-
ing or to participate as a party in any
hearing therein must file a petition to
intervene in accordance with the Com-
mission’s rules.

Take further natice 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 petition to intervene is
filed within the time required herein, if
the Commission on its own review of the
matter finds that a grant of the certifi-
cate is required by the public convenience
and necessity. If a petition for leave to
intervene is timely filed, or if the Com-
mission 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.

KENNETH F. PLUMB,
Acting Secretary.

[FR Doc.71-3727 Filed 3-17-71;8:46 am]
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[Docket No. CP71-216]
MOUNTAIN FUEL SUPPLY CO.
Notice of Application

MarcH 11, 1971.

Take notice that on March 4, 1971,
Mountain Fuel Supply Co. (applicant),
180 East First South, Salt Lake City, UT
84111, filed in Docket No. CP71-216 an
application pursuant to section 7(¢c) of
the Natural Gas Act for a certificate of
public convenience and necessity author-
izing the construction and operation of
two 3,000-horsepower compressor units,
all as more fully set forth in the applica-
tion which is on file with the Commis-
sion and open to public inspection.

Specifically, applicant proposes to con-
struct one 3,000-horsepower compressor
unit at its existing Eakin Compressor
Station in Uinta County, Wyo., and one
3,000-horsepower compressor unit at a
new compressor station on its main
gathering pipeline near the Canyon
Creek field in Sweetwater County, Wyo.
Applicant states that the deliverability of
gas supply sources close to its market
area are declining. In order to provide
the additional gas supply necessary to
compensate for this decline, distant sup-
ply sources will be employed and addi-
tional compressor facilities will be re-
quired to meet peak load requirements

Applicant estimates that the total cost
of the facilities proposed herein will be
about $1,385,000 which cost is to be fi-
nanced with internally generated funds.

Any person desiring to be heard or to
make any protest with reference to said
application should on or before April 2,
1971, file with the Federal Power Com-
mission, Washington, D.C. 20426, a peti-
tion to intervene or a protest in accord-
ance with the requirements of the Com-
mission’s rules of practice and procedure
(18 CFR 1.8 or 1.10) and the regulations
under the Natural Gas Act (18 CFR
157.10) . All protests filed with the Com-
mission will be considered by it in deter-
mining the appropriate action to be taken
but will not serve to make the protestants
parties to the proceeding. Any person
wishing to become a party to a proceed-
ing or to participate as a party in any
hearing therein must file a petition to
intervene in accordance with the Com-
mission’s rules.

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 petition to inter-
vene is filed within the time required
herein, if the Commission on its own
review of the matter finds that a grant
of the certificate is required by the pub-
lic convenience and necessity. If a peti-
tion 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,

NOTICES

Under the procedure herein provided
for, unless otherwise advised, it will be
unnecessary for applicant to appear or
be represented at the hearing.

KENNETH F. PLUMB,
Acting Secretary.

|FR Doc.71-3770 Filed 3-17-71;8:49 am]

[Docket-No. CP71-217]

NATURAL GAS PIPELINE COMPANY
OF AMERICA

Notice of Application

MarcH 11, 1971,

Take notice that on March 8, 1971,
Natural Gas Pipeline Company of Amer-
ica (applicant), 122 South Michigan
Avenue, Chicago, IL 60603, filed in Docket
No. CP71-217 an application pursuant to
section 7(b) of the Natural Gas Act for
permission and approval to abandon 3.84
miles of 24-inch pipeline and pursuant
to section 7(c) of the Natural Gas Act
for a certificate of public convenience
and necessity authorizing the construc-
tion and operation of 3.84 miles of 42-
inch pipeline, all as more fully set forth
in the application which is on file with
the Commission and open to public in-
spection.

Applicant proposes to replace 3.84 miles
of 24-inch pipeline with an equal length
of 42-inch pipeline on its Crawford pipe-
line in Will County, I1l. Applicant states
that the flow requirements of the Craw-
ford lines now exceed the capacity of the
present 24-inch line and the replacement
proposed herein is part of a continuing
program to replace, with 42-inch pipe-
line, the 35.7 miles of applicant’s No. 1
Crawford line.

The estimated cost of the facilities pro-
posed herein, including the cost of the
proposed abandonment is $1,600,000
which cost applicant states will be fi-
nanced with funds on hand,

Any person desiring to be heard or to
make any protest with reference to said
application should on or before April 5,
1971, file with the Federal Power Com-
mission, Washington, D.C. 20426, a peti-
tion to intervene or a protest in accord-
ance with the requirements of the Com-
mission’s rules of practice and procedure
(18 CFR 1.8 or 1.10) and the regulations
under the Natural Gas Act (18 CFR
157.10) . All protests filed with the Com-
mission will be considered by it in deter-
mining the appropriate action to be
taken but will not serve to make the pro-
testants parties to the proceeding. Any
person wishing to become a party to a
proceeding or to participate as a party
in any hearing therein must file a peti-
tion to intervene in accordance with the
Commission’s rules.

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 proce-
dure, a hearing will be held without
further notice before the Commission on
this application if no petition to inter-
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vene is filed within the time requireg
herein, if the Commission on its own ye.
view of the matter finds that a grang of
the certificate and permission ang gp.
proval for the proposed abandonment
are required by the public conveniencs
and necessity. If a petition for leaye to
intervene is timely filed, or if the Com.
mission 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.

KENNETH F, PLums,
Acting Secretary.
[FR Doc71-3771 Filed 3-17-71;8:49 am)

[Docket No. CP71-215]
TEXAS GAS TRANSMISSION CORP.

Notice of Application

MagrcH 11, 1971,

Take notice that on March 4, 1971,
Texas Gas Transmission Corp. (appli-
cant), 3800 Frederica Street, Owenshoro,
KY 42301, filed in Docket No. CPT71-215
an’ application pursuant to section 7(c)
of the Natural Gas Act, as implemented
by §157.7(b) of the regulations under
said Act, for a certificate of public con-
venience and necessity authorizing the
construction, during the 12-month period
commencing May 30, 1971, and operation
of cerfain natural gas facilities to en-
able applicant to take into its pipeline
system natural gas which will be pur-
chased from producers in the general
area of applicant’s existing pipeline sys-
tem, all as more fully set forth in tgxe
application which is on file with the
Commission and open to public inspec-
tion.

Applicant states that the purpose of
this budget-type application is to aug-
ment its ability to act with reasonabie
dispatch in contracting for and connect-
ing to its pipeline system supplies of nat-
ural gas in various producing areas gen-
erally coextensive with said system.

The total cost of the facilities pro-
posed herein is not to exceed $7 million
with no single project costing in excess
of $1 million, except that a single offshore
project shall not exceed 25 percent of
the total budget amount.

Any person desiring to be heard or 10
make any protest with reference 0 .sa!;i
application should on or before April 2,
1971, file with the Federal Power Com-
mission, Washington, D.C. 20426, a
petition to intervene or a protest ‘”‘
accordance with the requirements of ¢
Commission’s rules of practice and pro-
cedure (18 CFR 1.8 or 1.10) and ”‘5
regulations under the Natural Gas 50_"
(18 CFR 157.10). All protests filed \'-}I;L
the Commission will be considered by 133
in determining the appropriate action -
be taken but will not serve to make Iv
protestants parties to the proceed! p
Any person wishing to become & party &
a proceeding or to participate as a Pare
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in any hearing therein must file a peti-
tion to intervene in accordance with the
Commission’s rules.

Take further notice that, pursuant to
ihe authority contained in and subject
io 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 petition to inter-
vene is filed within the time reguired
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 petition
for leave to intervene is timely filed, or
if the Commission on its own motion
pelieves that a formal hearing is re-
quired, 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,

KENNETH F. PLUMB,
Acting Secretary.

[FR Doc.71-3772 Filed 8-17-71;8:49 am]

FEDERAL RESERVE SYSTEM

FARMERS SAVINGS AND TRUST CO.

Order Approving Merger of Banks
Under Bank Merger Act

In the matter of the application of The
Farmers Savings and Trust Co., Mans-
field, Ohio, for approval of merger with
the Lucas State Bank, Lucas, Ohio.

There has come before the Board of
Governors, pursuant to the Bank Merger
Act (12 U.S.C. 1828(c)), an application
by The Farmers Savings and Trust Co.,
Mansfield, Ohio (Applicant), a member
State bank of the Federal Reserve Sys-
tem, for the Board’s prior approval of the
merger of that bank and the Lucas State
Bank, Lucas, Ohio (Bank), under the
ghaymr and the name of Applicant. As an
incident to the merger, the sole office of
Bank would become a branch of Ap-
Phcant. Notice of the proposed merger, in
the form approved by the Board, has been
bublished as required by said Act.

Pursuant to the Aect, the Board re-
quested reports on the competitive factors
volved from the Attorney General, the
Comptroller of the Currency, and the
Federal Deposit Insurance Corporation.
The Board has considered all relevant
material contained in the record in the
light of the factors set forth in the Act,
mcluau}g the effect of the proposal on
tompetition, the financial and man-
azerial resources and prospects of the
?“““5 concerned, ar'd the convenience
nd needs of the communities to be
served, and finds that:;

.,‘A.;mhcant (deposits $44 million), the
ord largest of seven banks located in
fithmond County, holds about 17 percent
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of Richmond County commercial bank-
ing deposits. (All banking data are as of
June 30, 1970.) Bank deposits $3 mil-
lion) is the smallest of the seven in-
stitutions located in Richmond County.
Applicant is a subsidiary of First Banc
Group of Ohio, Inc., Columbus, Ohio,
which is the fourth largest registered
bank holding company in the State, con-
trolling about 3 percent of deposits in the
State of Ohio. Consummation of the pro-
posed gnerger would not increase sub-
stantially the concentration of banking
resources in any relevant area.

Applicant was instrumental in organiz-
ing Bank in 1928 and provided Bank with
its initial management. Since that time
Applicant and Bank have been closely as-
sociated, and each president of Bank has
been either a president or senior officer
of Applicant. There is no indication that
this close relationship which exists be-
tween Applicant and Bank is likely to
change in the foreseeable future regard-
less of the Board's action with respect to
the present application. In view of the
close relationship which has existed be-
tween Applicant and Bank, it may be rea-
sonably concluded that present and
potential competition would neither be
foreclosed by approval of the application
nor encouraged by its denial. It does not
appear that competition with and be-
tween other banks in Richmond County
would be affected in any significant way
by consummation of the proposal.

The Board concludes that consumma-
tion of the proposed merger would not
have an adverse effect on competition in
any area. The financial and managerial
resources and prospects of the merging
banks and the resulting bank are satis-
factory and consistent with approval of
the application. Consummation of the
merger would provide customers of Bank
with certain additional banking services;
the convenience and needs aspects of the
proposal lend weight, therefore, to ap-
proval of the transaction. Based upon the
foregoing, it is the Board’s judgment that
consummadtion of the proposal would be
in the public interest and that the appli-
cation should be approved.

It is hereby ordered, On the basis of
the findings summarized above, that said
application be and hereby is approved,
provided that the merger so approved
shall not be consummated (a) before the
30th calendar day following the date of
this order, or (b) later than 3 months
after the date of this order, unless such
period is extended for good cause by the
Board, or by the Federal Reserve Bank of
Cleveland pursuant to delegated author-
ity.

By order of the Board of Governors,
March 12, 1971,

[sEAL] KeENNETH A. KENYON,
Deputy Secretary.

[FR Doc.71-3728 Filed 3-17-71;8:46 am]

1 Governors Robertson, Mitchell, Daane,
Maisel, Brimmer, and Sherrill, Absent and
not voting: Chairman Burns.
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FIRST UNION, INC.

Notice of Application for Approval of
Acquisition of Shares of Bank

Notice is hereby given that application
has been made, pursuant to section 3(a)
(3) of the Bank Holding Company Act
of 1956 (12 U.S.C. 1842(a) (3)), by First
Union, Inc., which is a bank holding com-~
pany located in St. Louis, Mo., for prior
approval by the Board of Governors of
the acquisition by applicant of 80 percent
or more of the voting shares of The First
National Bank of Cape Girardeau, Cape
Girardeau, Mo.

Section 3(c) of the Act provides that
the Board shall not approve:

(1) Any acquisition or merger or con-
solidation under section 3 which would
result in a monopoly, or which would be
in furtherance of any combination or
conspiracy to monopolize or to attempt to
monopolize the business of banking in
any part of the United States, or

(2) Any other proposed acquisition or
merger or consolidation under section 3
whose effect in any section of the country
may be substantially to lessen competi-
tion, or to tend to create a monopoly, or
which in any other manner would be in
restraint of trade, unless the Board finds
that the anticompetitive effects of the
proposed fransaction are clearly out-
weighed in the public interest by the
probable effect of the transaction in
meeting the convenience and needs of the
community to be served.

Section 3(c) further provides that, in
every case, the Board shall take into con-
sideration the financial and managerial
resources and future prospects of the
company or companies and the banks
concerned, and the convenience and
needs of the community to be served.

Not later than thirty (30) days after
the publication of this notice in the Fen-
ERAL REGISTER, comments and views
regarding the proposed acquisition may
be filed with the Board. Communications
should be addressed to the Secretary,
Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.
The application may be inspected at the
office of the Board of Governors or the
Federal Reserve Bank of St. Louis,

By order of the Board of Governors,
March 11, 1971,

[sEAL] KENNETH A. KENYON,
Deputy Secretary.

[FR Do¢.71-3729 Filed 3-17-71;8:46 am]

MARSHALL & ILSLEY BANK STOCK
CORP.

Order Approving Acquisition of Bank
Stock by Bank Holding Company

In the matter of the application of
Marshall Ilsely Bank Stock Corp., Mil-
waukee, Wis., for approval of acquisition
of 80 percent or more of the voting shares
of State Bank of Mayville, Mayville, Wis.
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There has come before the Board of
Governors, pursuant to section 3(a) (3)
of the Bank Holding Company Act of
1956 (12 U.S.C. 1842(a) (3)) and § 2223
(a) of Federal Reserve Regulation ¥ (12
CFR 222.3(a)), an application by Max-
shall & Ilsley Bank Stock Corp., Mil-
waukee, Wis. (Applicant), a registered
bank holding company, for the Board’s
prior approval of the acquisition of 80

+ percent or more of the voting shares of
State Bank of Mayville, Mayville, Wis.
(Bank).

As required by section 3(bh) of the Act,
the Board gave written notice of receipt
of the application to the Commissioner
of Banking of the State of Wisconsin and
requested his views and recommendation.
The Commissioner offered no objection
to approval of the application.

Notice of receipt of the application
was published in the FEpERAL REGISTER
on January 5, 1971 (36 F.R, 129), provid-
ing an opportunity for interested persons
to submit comments and views with
respect to the proposed transaction. A
copy of the application was forwarded to
the U.S. Department of Justice for its
consideration. The time for filing com-
ments and views has expired and all
those received have heen considered by
Board.

The Board has considered the applica-
tion in the light of the factors set forth
in section 3(c) of the Act, including the
effect of the proposed acquisition on
competition, the financial and man-
agerial resources and future prospects of
the Applicant and the banks concerned,
and the convenience and needs of the
communities to be served. Upon such
consideration, the Board finds that:

Applicant, the third largest registered
bank holding company and banking or-
ganization in Wisconsin, controls twelve
banks with aggregate deposits of $558
million, representing 6.4 percent of the
State’s total deposits. (All banking data
are as of June 30, 1970, adjusted to re-
flect bank holding company formations
and acquisitions approved by the Board
to date.) Upon acquisition of Bank ($14
million in deposits), Applicant would in-
crease its share of Statewide deposits to
6.6 percent.

Bank has its principal office in May-

' ville and one branch in Knowles, a few
miles north of Mayville. It is the only
bank in Mayville and serves an area
of approximately 215 square miles in
northeast Dodge County. The closest
banking-office of any subsidiary of Appli-
cant to Bank is a branch office of Ripon
State Bank in Brandon, approximately
25 miles northwest of Mayville in Fond
du Lac County, Under Wisconsin law, no
present subsidiary of Applicant may es-
tablish a branch in Bank's service area.
There appears to be no significant com-
petition between Bank and Ripon State
Bank or any other subsidiary of Appli-
cant.

Bank is the largest of five banks com-
peting in its service area, holding 43.5
percent of area deposits. The second and
third largest banks in such area hold 20

percent and 17.4 percent of area depos=

NOTICES

its, respectively. All of the banks in
Bank's service area primarily serve the
towns in which they are located, and
Bank is not regarded as dominating such
area.

Based upon the record before it, the
Board concludes that consummation of
the proposed acquisition would not have
significant adverse effects on competi-
tion in any relevant area. Considerations
relating to the financial and. managerial
resources and future prospects, as they
related to Applicant, its subsidiaries, and
Bank are regarded as consistent with ap-
proval of the application. Bank’s affilia-
tion with Applicant appears to offer the
prospect that expanded or improved
banking services will be provided by, or
made available through, Bank to the
communities in Bank’s service area—
notably, with respect to loan, trust, and
computer services—and that Bank’s op-
erations will be strengthened through
special services provided by Applicant.
Considerations relating to the conven-
ience and needs of the communities in
Bank’s service area lend some support
for approval of the application. It is the
Board’s judgment that consummation of
the proposed acquisition would be in the
public interest, and that the application
should be approved.

It is hereby ordered, For the reasons
set forth in the findings summarized
above, that said application be and
hereby is approved, provided that the
acquisition so approved shall not be con-
summated (a) before the 30th calendar
day following the date of this order or
(b) later than 3 months after the date of
this order, unless such period is ex-
tended for good cause by the Board, or
by the Federal Reserve Bank of Chicago
pursuant to delegated authority.

By order of the Board of Governors,'
March 11, 1971,
[SEAL] Kennuri A. KENYON,
Deputy Secretary.
[FR Doe.71-3730 Filed 3-17-71;8:46 am|

NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION

[Notice (71-3) ]

VARIOUS DRAFT ENVIRONMENTAL
IMPACT STATEMENTS

Public Notice Regarding Availability

Notice is hereby given of the public
availability of draft Environmental Im-
pact Statements with respect to the
following programs and installations of
fhe National Aeronautics and Space

Administration:

(a) The Apollo Program. The objec-
tive of this program is to launch and
land manned spacecraft on the Iunar
surface for the gathering of scientific

1 Voting for this action: Chairman Burns
and Governors Robertson, Mitehell, Doane,
Maisel, Brimmer, and Sherrill.
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material and data and the emplacement
and operation of secientific equipment
followed by the ultimate return of the
spacecraft, crew, material, and data t,
earth. As the statement relates, the prin.
cipal remaining activity under this pro-
gram is the launch of three more Jungy
Ianding missions from the John F. Kep.
nedy Space Center, NASA, Kennedy
Space Center, Fla. :

(b) The Skylab Program. The objec-
tives of this program are to incresse
man’s knowledge of the sun and its effec
on man'’s earthly environment, to gather
data for studies of earth resources re-
lated to oceanography, water manage-
ment, agriculture, geology, air, and
water pollution, and meteorology, and
to further understand the effects of space
flight on man’s performance in space,
As the statement discusses, the Skylab
entails the launching of four rockets,
All these launch activities will take place
at the John F. Kennedy Space Center,
NASA, Kennedy Space Center, Fla.

(¢c) The NASA installations at (1)
Ames Research Center, Moffeit Field,
Calif.; (2) Flight Research Center, Ed-
wards, Calif.; (3) Goddard Space Flight
Cenler, Greenbell, Md.; (4) Wallops
Station, Wallops Island, Va.; (5) Jet
Propulsion Laboratory, Pasadena, in-
cluding description of activities at Ed-
w rds AFB, and Table Mouniain, Calij.;
and (6) Marshall Space Flight Center,
Huntsville, Ala. Each of these separale
Installation Statements describe the re-
spective installation, its mission and
operations.

Comments on the draft Environmental
Statements and on matters set forth
therein are solicited from, and may be
submitted by, State and local agencies
and members of the public. Such com-
ments should be submitted to the Asso-
ciate Administrator, National Aeronau-
tics and Space Administration, Wash-
ington, D.C. 20546. All comments must
be received within 60 calendar days of
the publication of this notice in ihe
FepERAL REGISTER in order to be con-
sidered in the preparation of any ﬁf’:@l
environmental statement and in the ulii-
mate program or activity reassessm nt.

Copies of the draft statements may
be purchased (price $1 each) or ex
amined at any of the following locations:

(2) National Aeronautics and Space Ad-
ministration, Public Documen
{Room 126), 600 Independence Ayenue
Weashington, DC 20546. i Sl

{b) Ames Research Center, NASA (Bu
ing 201, Room 17), Moffett Fleld, C

(¢c) Flight Research Center, NASA
ing 4800, Room 1017), Post Office
Edwards, CA 83523, S

(d) Goddard Space Fllght Centlc,’;.u
(Building 8, Recom 150), Greenbelt, ?
20771, e

(e) John F. Kennedy Space Centcs
(Headquarters Building, Room 1207),
nedy Space Center, Fia. 32809.

(f) Langley Research Center. -
(Building 1219, Room 304), Hampton
23365. ax [Admina

(g) Lewls Research Center, NASA ok
istration Buflding, Room 120), 21000 B
Park Road, Cleveland, Ohfo 44135. NASA

(h) Manned Spacecraft Centc‘r».: 1058,
(Bullding 1, Room 136), Houston, Tex. 11¥

sW.,

NASA
va.
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(1) George C. Marshall Space Flight Cen-
s NASA (Building 4200, Room G-11),
Huntsville, Ala. 35812,

() Mississippi Test Facility, NASA (Build-
ing 1100, Room A-213), Bay St. Louis, Miss.

9
39?]-‘(:- NASA Pasadena Office (Jet Propulsion
Laboratory, Bullding 180, Room 600), 4800
oak Grove Drive, Pasadena, Callf, 91103,

(1) Wallops Station, NASA (Library Build-
ing, Room E-105) , Wallops Island, Va. 23337.

pone at Washington, D.C., this 12th
day of March 1971.

By direction of the Acting Admin-
istrator,
HomeR E. NEWELL,
Associate Administrator, Na-
tional Aeronautics and Space
Administration.

[FR Doc,71-3775 Filed 3-17-71;8:49 am]

OFFICE OF EMERGENCY
PREPAREDNESS

FLORIDA

Notice of Major Disaster and Related
Determinations

Pursuant to the authority vested in
me by the President under Executive
Order 11575 of December 31, 1970; and
by virtue of the Act of December 31, 1970,
entitled “Disaster Relief Act of 1970” (84
Stat. 1744) ; notice is hereby given that
on March 15, 1971, the President de-
clared a major disaster as follows:

I have determined that the damages in
those areas of the State of Florida, adversely
affected by severe freezes beginning on or
about January 20, 1971, are of sufficient
severity and magnitude to warrant a major
disaster declaration under Public Law 91—
606. T therefore declare that such a major
disaster exists in the State of Florida. Areas
eligible for Federal assistance will be deter-
mined by the Director of the Office of
Emergency Preparedness.

_Notice is hereby given thai pursuant to

the authority vested in me by the Presi-
dent under Executive Order 11575 to-ad-
Minister the Disaster Relief Act of 1970
(Public Law 91-606) I hereby appoint
Mr. Robert C. Stevens to act as the Fed-
eral Coordinating Officer to' perform the
duties specified by section 201 of that
Act, and by § 1710.6, 32 CFR, for this
disaster,

I do hereby determine the following
area in the State of Florida to have been
adversely affected by the catastrophe de-
tiared 2 major disaster by the President
In his declaration of March 15, 1971:
.T!hc County of;

ade,

Dated: March 15, 1971,

G. A. LINCOLN,
Director,
Office of Emergency Preparedness.

IFR Doc.71-3818 Filed 3-17-71;8:51 am]

NOTICES

SMALL BUSINESS
ADMINISTRATION

CLEVELAND CAPITAL, INC.
Notice of License Surrender

Notice is hereby given that Cleveland
Capital, Inc., 1000 Midwestern National
Building, 75 Public Square, Cleveland,
OH 44113, has surrendered its license to
operate as a small business investment
company pursuant to § 107.105 of the
regulations governing small business in-
vestment companies (33 F.R. 326, 13 CFR
Part 107).

Cleveland Capital, Inc., was licensed
as a small business investment company
on May 2, 1962, to operate solely under
the Small Business Investment Act of
1958 (the Act), as amended (15 U.S.C.
661 et seq.), and the regulations promul-
gated thereunder. ‘

Under the autherity vested by the Act,
and pursuant to the cited regulation, the
surrender of the iicense is hereby ac-
cepted and all rights, privileges, and
franchises derived. therefrom are can-
celed and terminated.

A. H. SINGER,
Associate Administrator
Jor Investment.
MarcH 5, 1971.

[FR Doc.71-3735 Filed 3-17-71;8:47 am|

DELTA CAPITAL, INC.

Notice of Filing of Application for
Transfer of Control of Licensed
Small Business Investment Com-
pany
Notice is hereby given that application

has been filed with the Small Business

Administration (SBA) pursuant to

§107.701 of the regulations governing

small business investment companies

(33 F.R. 326, 13 CFR Part 107) for trans-

fer of control of Delta Capital, Inc., 550

Pontchartrain Drive, Slidell, LA. 70458,

as amended (15 U.S.C. 661 et seq.) (Act),

License No. 10/10-0086.

Delta Capital was incorporated No-
vember 29, 1961, and as of December 31,
1970, had paid-in capital and paid-in
surplus from private sources of $1,250,000.
It has 125,000 shares of issued and out-
standing stock. Delta Associates, Inc., 320
Tryon Street, Charlotte, NC 28202, pro-
poses to purchase all of the 125,000 shares
presently held by the A.V.C. Corp., 1200
North Carolina Bank Building, Charlotfe,
NC 28202. Delta Associates is a venture
capital management company incorpor-
ated in the State of North Carolina. The
proposed transaction is subject to and
contingent upon approval of SBA,

The proposed officers and directors of
Delta Capital are as follows:

John Chadbourne Bolles, 800 North Carolina
Bank Building, Charlotte, NC 28202, Chair~
man of the Board.
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Alexander B. Wilkins, Jr., 1626 Scotland Ave-
nue, Charlotte, NC 28207, Executive Vice
President, Director.

John L. C. Laslie, Post Gffice Box 708, Slidell,
LA 70458, Executive Vice President, Direc-
tor.

Larry J. Dagenhart, 1601 Biltmore Drive,
Charlotte, NC, Secretary, Director.

John W. Robinson, Jr., 117 Spring Lawn
Road, Columbia, SC 29202, Director,

The above are officers and directors of
Delta Associates, Inc., and as a group
own 67.3 percent of Delta Associates
common stock. Only two (Mr. Bolles 30.7
percent and Mr. Wilkins 15.3 percent) of
the 12 Delta Associates shareholders own
in excess of 10 percent of this concern's
stock.

The operations of the Licensee will
use the premises presently occupied by
Delta Capital at 550 Pontchartrain Drive,
Slidell, L.A. Licensee will also have a
branch office located at 320 South Tryon
Street, Charlotte, NC 28202.

Matters involved in SBA's considera-
tion of the application include the gen-
eral business reputation and character
of the management and proposed new
owner(s), and the possibility of success-
ful operations of the company under
their control and management (includ-
ing adequate profitability and financial
soundness) in accordance with the Act
and regulations.

Notice is further given that any inter-
ested person may, not later than 10 days
from the date of publication of this
notice, submit to SBA, in writing, reie-
vant comments on the proposed trans-
fer of control. Any such consideration
should be addressed to: Associate Ad-
ministrator for Investment, Small Busi-
ness Administration, 1441 L Street NW.,
Washington, DC 20416.

A copy of this notice shall be pub-
lished by the proposed transferee in a
newspaper of general circulation in New
Orleans, La,, and Charlotte, N.C.

JaMEs THOMAS PHELAN,
Acting Associate Administrator
Jor Investment.

MarcH 11, 1971.
[FR Doc.71-3736 Piled 3-17-71;8:47 am |

FIRST CUMBERLAND INVESTMENTS,
INC.

Notice of Issuance of Small Business
Investment Company License

On December 29, 1970, a notice was
published in the FEDERAL REGISTER (35
F.R. 251) stating that First Cumberland
Investments Incorporated, 19 South Jef-
ferson, Room 204, Cookeville, TN 38501,
had filed an application with the Small
Business Administration (SBA) pursu-
ant to the regulations governing small
business investment companies (13 CFR
Part 107, 33 F.R, 326) for a license to
operate as a small business investment
company.,
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Interested parties were given to the
close of business January 8, 1971, to sub-
mit written comments to SBA. No com~
ments were received.

Notice is hereby given that, having
considered the application and all other
pertinent information, SBA has issued
License No. 05/05-0097 to First Cumber-
land Investments Inc., pursuant to sec-
tion 301(¢) of the Small Business Invest-
ment Act of 1958, as amended.

A.H, SINGER,
Associate Administrator
for Investment.
MagrcH 5, 1971.

[FR Doc.71-3737 Filed 3-17-71;8:47]

SEVENTEEN INVESTMENT CORP.

Notice of Surrender of License To
Operate as Small Business Invest-
ment Corporation

Notice is hereby given that Seventeen
Investment Corp., Belmont, Mass., in-
corporated under the laws of the Com-
monwealth of Massachusetts on Febru-
ary 10, 1964, has surrendered its license
(Number 01/01-0063) issued by the
Small Business Administration on
April 10, 1964.

Under the authority vested by the
Small Business Investment Act of 1958,
as amended, and pursuant to the regu-
lations promulgated thereunder, the sur-
render of the license of Seventeen In-
vestment Corp., is hereby accepted and it
is no longer licensed to operate as a
small business investment company.

A. H. SINGER,
Associate Administrator
for Investment.
MarcH 10, 1971,

[FR Doc,71-3738 Filed 3-17-71;8:47 am]

SOUTHERN BUSINESS INVESTMENT
CORP.

Notice of Surrender of License To
Operate as Small Business Invest-
ment Company

Notice is hereby given that Southern
Business Investment Corp. (Southern)
has, pursuant to § 107.105 of the regula-
tions governing small business invest-
ment companies (33 F.R. 326, 13 CFR
Part 107), surrendered its license to

soperate as a small business investment
company (SBIC),

Southern was incorporated on Octo-
ber 6, 1960, under the laws of the State
of Texas to operate solely as an SBIC
under the Small Business Investment Act
of 1958, as amended (15 U.S.C. 661 et
seq.) (Act), and it was issued license
number 10-0031 by the Small Business
Administration on November 22, 1960,

Under the authority vested by the Act,
and the regulations promulgated there-
under, the surrender of the license of
Southern is hereby accepted and, accord-

NOTICES

ingly, it is no longer licensed to operate
as an SBIC.
A. H. SINGER,
Associate Administrator
for Investment.
MarcH 10, 1971,

[FR Doc.71-3739 Filed 3-17-7T1;8:47 am]

INTERSTATE COMMERCE
COMMISSION

[Notice 20]

MOTOR CARRIER, BROKER, WATER
CARRIER, AND FREIGHT FOR-
WARDER APPLICATIONS

Marcr 12, 1971,

The following applications are gov-
erned by Special Rule 1000.247* of the
Commission’s general rules of practice
(49 CFR, as amended), published in the
FEDERAL REGISTER issue of April 20, 1966,
effective May 20, 1966. These rules pro-
vide, among other things, that a protest
to the granting of an application must
be filed with the Commission within 30
days after date of notice of filing of the
application is published in the FEDERAL
REGISTER. Failure seasonably to file a
protest will be construed as a waiver of
opposition and participation in the pro-
ceeding. A protest under these rules
should comply with section 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 interest in the
proceeding (including a copy of the spe-
cific portions of its authority which pro-
testant believes to be in conflict with
that sought in the application, and de-
seribing in detail the method—whether
by joinder, interline, or other means—by
which protestant would use such author-
ity to provide all or part of the service
proposed), and shall specify with par-
ticularity the facts, matters, and things
relied upon, but shall not include issues
or allegations phrased generally. Protests
not in reasonable compliance with the
requirements of the rules may be re-
jected. The original and one (1) copy of
the protest shall be filed with the Com-
mission, and a copy shall be served con-
currently upon applicant’s representa-
tive, or applicant if no representative is
named. If the protest includes a request
for oral hearing, such requests shall meet
the requirements of section 247(d) (4) of
the special rules, and shall include the
certification required therein.

Section 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)

1Copies of Special Rule 247 (as amended)
can be obtained by writing to the Secretary,
Interstate Commerce Commission, Washing~
ton, D.C. 20423.

that it is ready to proceed and prosecuta
the application, or (2) that it wishes to
withdraw the application, failure in
which the application will be dismisseq
by the Commission.

Further processing steps (whether
modified procedure, oral hearing, o
other procedures) will be determineg
generally in accordance with the Com.
mission’s General Policy Statement Con