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TITLE 5-ADMINISTRATIVE
PERSONNEL

-Chapter I-Civil Service Commission

PART 2--FnILING Co iPETITmE PosrrroNs
DELAYED FILIG FOR EXAJINATIONS

Effective upon publication m the FED-
EAL REGISTER, paragraph (a) (3) of-
§ 2.208 is amended as set out below.

§ 2.208 Acceptance of applications
after cosng date-Wa) Applicants in
military or foreign servzce. * "*

(3) Any United States citizen who
could not file application for an exami-
nation, or appear for an assembled test,
because of foreign service with a Federal
agency or with an international organ-
ization in which the United States Gov-
ernment participates. ("Foreign serv-
ice" means service in an area outside
the United States proper but shall not
include service in Alaska, Hawaii, the
Panama Canal Zone, Puerto Rico, or the
Virgin Islands.)
(R. S. 1753; sec. 2, 22 Stat. 403, as amended;
5 U. S. C. 631, 633)

UNITED STATES CIMV.SERV-
ICE. COaIISION,

[SEAL] WZi. C. HULL,
Executive Assistant. -

[F. R. Doe. 55-9299; Filed, Nov. 17, 1955;
8:51 a. m.]

TITLE 16-COMMERCIAL
PRACTICES

Chapter I-Federal Trade Commission
[Docket 6378]

PART 13--DGEST OF CEASE AND DESIST
ORDERS

L. & L FISHHiN, INC., ET AL.

Subpart-Aisbranding or mislabeling:
§ 13.1190 Composition: Wool Products
Labeling Act. Subpart-Neglecting, un-
fazrly or deceptively, to make material
disclosure: § 13.1845 Composition: Wool
Products Labeling Act. Subpart--Of-
fering unfair zmproper and deceptive
znducements to p u r c h a s e or deal:
§ 13.1982 Guaraptee-statutory: Wool
Products Labeling Act.
(See. 6,38 Stat. 721; 15 U. S. C. 46. Interpret
or apply sec. 5, 38 Stat. 719, as amended, secs.
2-5, 54 Stat. 1128-1130; 15 U. S. C. 45, 68-68c)
[Cease and desist order, L & I. Fishkin, Inc.,

et al., New York, N. Y., Docket 6378, Novem-
ber 5, 19551

In the Matter of L. & I. FisTizn, Inc., a
Corporation, and Louis Fisikln, Indi-
vudually and as an Officer of Said
Corporation, and Irving Fislikin,
Individually

This proceeding was heard by Everett
F. Haycraft, hearing examiner, upon
the complaint of the Commission-which
charged respondents with violating the
Wool Products Labeling Act and the
Federal Trade Commission Act through
falsely labeling as "100 percent Wool"
interlinings of children's coats and
jackets, failing to label certain of such
coats and jackets, and falsely guaran-
teeing that such wool products were not
misbranded-and an agreement betveen
the parties providing for the entry of a
consent order in accordance with § 3.5
of the Commission's rules of practice.

Upon this basis, the hearing examiner
made his initial decision and order to
cease and desist, which by the Commis-
sion's order of November 4, 1955, became,
on November 5, 1955, pursuant to § 3.21
of the rules of practice, the '"ccision of
the Commison"

The order to cease and desLst is as
follows:

It is ordered, That the respondent L. &,
L Fishkin, Inc., a corporation, and re-
spondent Louis Fishkin, Individually and
as an officer of said corporation, and re-
spondents' representatives, agents and
employees, directly or through any cor-
porate or other device, in connection
with the introduction or manufacture
for introduction into commerce, or offer-
ing for sale, sale, transportation or dis-
tribution in commerce, as "commerce"
is defined in the Federal Trade Com-
mission Act and the Wool Products La-
beling Act of 1939, of children's coats
and jackets or other "wool products" as
such products are defined in and subject
to the Wool Products Labeling Act of
1939, which products contain, purport
to contain, or in any way are represented
as containing "wool," "reprocessed woorl
or "reused wool," as those terms are de-
fined in Said act, do forthwith cease and
desist from misbranding such products
by*

1. Falsely or deceptively stamping,
tagging, labeling or otherwise Identify-
ing such products as to the character or

(Continued on next pa.e)

CONTENTS
Agricultural Marketing Service 1'233
Proposed rule making:

Milk, handling of:
Central Arkansas . .... 8547
Shreveport, L . .... 8547

Agnculture Department
See Acricultural Marketing Serv-

ice; Commodity Credit Cor-
poration; Farmers Home Ad-
minfitration.

Alien Property Office
NoUces:

Vested property, return of:
Bec:er, Bertha, et aL . 8553
Hinhel, Clara_....... 8553
Noar, William Douglas ~___ 8553

Army Department
See also Engineers Corps.
Rules and regulations:

Claims against United States;
mustering-out payments-- 853T

Civil Aeronautics Adminisfra-
tion

Notices:
Organiztion and functions;

miscellaneous amendments- 8548
Civil Service Commission
Rules and regulations:

Filling competitive positions;
delayed filing for examina-
tions- --- 8533

Commerce Department
See Civil Aeronautics Administra-

tion.
Commodity Credit Corporation
Rules and re-ulations:

Contract Disputes Board; juris-
diction, legal advice from
Office of General Counsel.__ 8535

Farm storage facilities; storage
payments earned by borrow-
ers under price support or
reseal pregrms. 8536

Tobacco; 1955 loan programn 8535
Defense Department
See also Army Department; Engi-

neers Corps.
Notices:

Assistant Secretary of Defense
(Supply and Logistics) dele-
gation of authority with re-
spect to certification of con-
struction, replacement or
reactivation of bakeries, laun-
dries or dry-cleaning facill-
ties -- 8551

8533



8534

FEIEII REilSTEB

Published daily, except Sundays, Mondays,
and days following official Federal holidays,
by the Federal Register Division, National
Archives and Records Service, General Serv-
ices Administration, pursuant to the au-
thority contained in the Federal Register Act,
approved July 26, 1935. (49 Stat. 500, as
amended; 44 U. S. C., ch. 8B), under regula-
tions prescribed by the Administrative Com-
mittee of the Federal Register, approved by
the President. Distribution-is made only by
the Superintendent of Documents, Govern-
ment Printing Office, Washington 25, D. C.

The FEDERAL REGISTER will be furnished by
mail to subscribers, free of postage, for $1.50
per month or $15.00 per year, payable in
advance. The charge for individual copies
(minimum 15 cents) varies In proportion to
the size of the issue. Remit check or money
order, made payable to the Superintendent
of Documents, directly to the Government
Printing Office, Washington 25, D. C.

The regulatory material appearing herein
is keyed to the CODE OF FEDERAL REGULATIONS,
which is published, under 50 titles, pursuant
to section 11 of the Federal Registei,'Act, as
amended August 5, 1953. The CODE OF FED-
ERAL REGULATIONS is sold by the Superin-
tendent of Documents. Prices of books and
pocket supplements vary.

There are no restrictions on the re-
publication of material appearing in- the
FEDERAL' REGISTER, or the CODE or FEDERAL
REGULATIONS.

Now Available

UNITED STATES
GOVERNMENT

ORGANIZATION
MANUAL

1955-56 Edition
(Revised through June 1)

Published.by the Federal Register Division,
the National Archives and Records Service,

General Services Administration

768 pages-1.00 a copy

Order from Superintendent of Documents,
United Stlates Government Printing Office,

Washington 25, D. C.

CONTENTS-Continued

Defense Department-Con. Page
Ngtices-Continued

Secretaries of the military de-
partments, and Director, Of-
fice of Administrative Serv-
ices, Office of the Secretary of
Defense; delegation of au-
thority relative to purchase of
bonds to cover civilian officers
and employees and military
personnel of the Department
of Defense --------------- 8551

Engineers Corps
Rules and regulations:

Ohio River at New Albany, Ind.,
bridge regulations ---------- 8537

RULES AND REGULATIONS

CONTENTS-Continued
Farm- Credit Administration .
Notices:

Invitations to bid on surety
bond -----------------

Farmers Home Administration
Rules and regulations:

Processing loans to associations;
scheduling of payments on soil
ahd water conservation loans

Federal Communications Com-
mission

Notices:
Hearings, etc..

Aircall, Inc., and Telephone
Answering Service ........

Allegheny-Kiska Broadcast-
ing Co. (WKPA)

Miller, James W ...........
Northern Indiana Broadcast-

ers, Inc., and St. Joseph
Valley Broadcasting Corp--

Rollins Broadcasting, Inc.,
et al ....................

Schafitz, Sanford A ---------
Federal Power Commission
Notices:

Hearings,. etc..
Gragg Oil and Gas Co. et a]__
Potter, Don B
Transcontinental Gas Pipe

IAne Corp
United Gas Pipe Line Co....
Van Camp Off & Gas Co. et al_

Federal Trade Commission
Rules and reulations:

Cease and desist order; L. & I.
Fishkin, Inc., et al

Housing and Home Finance
Agency

See Public Housing Administra-
tion.

Interior :Department
See Land Management Bureau.
Internal Revenue Service
Proposed rule making:

Income tax; taxable years be-
ginning after Dec. 31, 1953;
employee stock options ------

Interstate Commerce Commis-
sion

Notices:
Fourth section applications for

relief ....................
Proposed rule making:

Carriers by motor vehicle; parts
and accessories necessary for
safe operation; qualifications
and maximum hours of serv-
ice of employees of motor car-
riers and safety of operation
and equipment -------------

Justice Department
See Alien Property Office.
Labor Department
See Wage and Hour Division.
Land Management Bureau
Proposed rule making:

Revested Oregon and California
Railroad and reconveyed Coos
Bay Wagon Road grant lands
in Oregon; permits for rights-
of-way for logging roads-__

Rules and regulations:
Alaska, public land order ------

CONTENTS-Continued
Page Public Housing Administration Pa9o

Notices:
Delegations of final authority;

8548 miscellaneous amendments.- 8552
Securities and Exchange Com-

mission
Notices:

Gas Industries Fund, Inc., filing
8535 jof application ------------ 8552

Treasury Department
See Internal Revenue Service.
Wage and Hour Division
Notices:

8549 Puerto Rico; special Industry
committees; notice of redes-

8549 ignation and appointment of
8550 representatives ----------- 8548

CODIFICATION GUIDE
8550 A numerical list of tho parts of tho Code

of Federal Regulations affected by documents
8549 published in this issue. ProlOsed rules, as

8550 opposed to final actions, aro Identified as
such.

Title 5 Pago
'Chapter I.

8551 Part 2 ----------------------- 8533
8552 Title 6

Chapter II.
8552 Part 354 --------------------- 8535
8552 Chapter IV-
8551 Part4O0 00 ------------------ 8535

Part 464 --------------------- 8535
Part 474 --------------------- 8536

Title 7
8533 Chapter IX:

Part 908 (proposed) --------- 8547
Part 966 (proposed) ---------- 8547

Title 16
Chapter I:

Part 13 ---------------------- 8533
Title 26 (1954)
Chapter I.

Part I (proposed) ------------ 8538
Title 32
Chapter V

8538 Part 536 --------------------- 8537
Title 33
Chapter If.

Part 203 --------------------- 8537
Title 43

8553 - Chapter I:
Part 115 (proposed) ---------- 8546
Appendix (Public land orders)

36 (Revoked by PLO 1251)... 8537
1251 ---------------------- 8537

Title 49
Chapter I.

8547 Part 193 (proposed) ---------- 8547

amount of the constituent fibers in-
cluded therein;

2. Failing to securely affix to or place
on each such product a stamp, tag, label
or other means of identification show-
ing in a clear and conspicuous manner,

(a) The percentage of the total fiber
weight of such wool products, exclusive
of ornamentation not exceeding five per-
centum of said total fiber weight, of (1)

8546 wool, (2) reprocessed wool, (3) reused
wool, (4) each fiber other than wool

8537 where said percentage by weight of such
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fiber is five percentum or more, and (5)
the aggregate of all other fibers;

(b) The maximum percentage of the
total weight of such wool products, of
any non-fibrous loading, filling or adul-
terating matter;

(c) The name or the registered Iden-
tification number of the manufacturer
of such wool products or of one or more
persons engaged in introducing such
wool products into commerce, or in the
offering for sale, sale, transportation,
distribution or delivery for shipment
thereof in commerce, as "commerce" is
defined in the Wool Products Labeling
Act of 1939" and

3. Furnishing false guaranties 'when
there is reason to believe the wool prod-
ucts so guaranteed may be introduced,
sold, transported or distributed in com-
merce:

Provided, That the foregoing provi-
sions concerning misbranding shall not
be construed to prohibit acts permitted
by paragraphs (a) and (b) of Section 3
of the Wool Products Labeling Act of
1939, and

Provided further That nothing con-
tamed in this order shall be construed
as limiting any applicable provisions of
said Act or the Rules and Regulations
promulgated thereunder:

It is further ordered, That the com-
plaint be, and the same hereby is, dis-
ussed-without prejudice as to the re-

spondent Irving Fishkm, individually.

By said "Decision of the Commission,"
report of compliance was required as
follows:

It zs ordered, That the respondents
L. & I-. Fishkin, Inc.. a corporation, and
Louis Fishkin, individually and as an
officer of said corporation, shall, within
sixty (60) days after service upon them
of this order, file with the Commission
a report in writing setting forth in detail
the manner and form in which they have
complied with the order to cease and
desist.

Issued: November 4, 1955.

By the Commssion.

[SEAL] ROBERT M. PARRISH,
Secretary.

IF. I. Doc. 55-9300; Filed, Nov. 17, 1955;
- 8:51 a. i.]

TITLE 6-AGRICULTURAL CREDIT

Chapter Ill-Farmers Home Adminis-
tration, Department of Agriculture

Subchapter D-Soil and Water Conservation
Loans

[FHA Instruction 442.4]

PART 354-PocESSING LOANS TO
AsSOCIATIONS

SCHEDULING PAYMENTS ON SOIL AND "WATER
CONSERVATION LOANS

Section 354.8 (b) (5) in Title 6, Code
of Federal Regulations (20 F. R. 7214), is
hereby amended to read as follows:

§ 354.8 Loan closzng. * * *
(b) Preparation of promasory note.

FEDERAL REGISTER

(5) Payments on Soil and Water Con-
servation loans to aocations will ba
scheduled in annual Installments.
(Sec. 8 (3). 50 Stat. 870, c 10 (a) (7), CS
Stat. 735; 16 U. S. . 590w (3), 630x-3)

Dated: November 14, 1955.
[SEA] H. C. Szrirr,

Acting Administrator,
Farmers Home Administration.

[F. R. Doc. 55-9264; Filed. Nov. 17, 1055;
8:45 a. m.]

Chapter IV-Commodity Stabilization
Service and Commodity Credit Cor-
poration, Department of Agriculture

Subchapler A-enral Regulalons and Policies

PART 400-RuLES or CoNTRAc Dispu=s
BOARD FOR COMIIODITY CREDIT COIRPo-
RATION

URISDIOCTIOI AND LEGAL ADVICE

Pursuant to the authority contained
in Sections 4, 9. and 10 of the Commod-
Ity Credit Corporation Charter Act
(P L. 800, 80th Congress, 62 Stat. 1070,
as amended) the rules of the Contract
Disputes Board for Commodity Credit
Corporation, as amended (Code of Fed-
eral Regulations, Title 6, Subchapter A
of Chapter IV Part 400, 1954 Supp.,
January 1, 1955) are further amended
as follows:

1. In § 400.1, paragraph (c) Jurcdic-
tion is amended by deleting the follow-
ing: "(including but not limited to Ar-
ticle 22 of PM& Form 100. Standard
Contract Conditions, and raw material
cost adjustment provisions)", and in-
serting in lieu thereof the following:
"(including but not limited to Article 36.
Form CSS-10, Uniform Contractual
Provisions [Procurement], and Article
39, Form CSS-50, Uniform Contractual
Provisions [Servicing]."

2. Section 400.1 e) is amended to read
as follows:

(e) Legal advice from the 0111cc of
the General Counsel. If any matter in-
volves any doubtful questions of law, the
Contract Disputes Board will obtain the
advice of the Office of the General Coun-
sel, Department of Agriculture, with
respect thereto.

Adopted by the Contract Disputes
Board for Commodity Credit Corpora-
tion at meeting held on November 3,
1955, at Washington, D. C.
(Sec. 4, 62 Stat. 1070; 15 U. S. 0. 714b)

[SEAL] HARRY B. Wxann,
Chairman, Contract Disputes

Board for Commodity Credit
Corporation.

[SEAL] WALTER C. BEnGEn,
Acting Executive Vice President,

Commodity Credit Corporation.
Attest:

EUI. F. DMrsCH,
Secretary, Contract Dispute3

Board for Commodity Crcdit
Corporation.

NovEBER 14, 1955.
[F. F- Doc. 55-9297; Filed, 0lov. 17, 12055;

8:50 a.]n.I
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PA T 4--TOMBCco

SunPAIT-1950 TOBACCO LOAN PROGRAII

Set forth below are echedules of ad-
vance rate3, by grades, for the 1955 crop
of type3 21, 22, 23, 35, 36, and 37 tobacco,
under the tobacco loan progran formu-
lated by Commodity Credit Corporation
and Commodity Stabilization Service,
published May 20, 1955 (20 F. R. 3525)
Src.
404,731 1955 crop; VirgLinI fire-cured to-

bacco, Typo 21; advance scb'edule.
404.732 1955 crop; Tcnne-ce and lentucky

fire-cured tobacco, Type 22; ad-
vance chcdule.

4G4.733 1953 crop; ZentucLy and Tenne=zee
-- fire-cured tobacco, Type 23; ad-

vance schedule.
404.734 1955 crop; Dark air-cured tobacco,

Types 35 and 36; advance sched-
ule.

404.735 1955 crop; Virginia sun-cured to-
bacco, Type 37; advance schedule.

Auyor Y: §§ 404.731 to 464.735 ssed
under rec. 4. 62 Stat. 1070, as amended; 15
U. S. C. 714b. Interpret or apply -ec. 5. 62
Stat. 1072. cecs. ibi. 401, 63 Stat. 1051. =-
amended, 1054, cec. 2, 59 Stat. 506; 15 U. S. (a.
714c, 7 U. S. C. 1441, 1421, 1312 note.

§ 404.731 1955 crop; Virginza fire-
cured tobacco, type 21, advance sched-
ule1

[DeIMlra rar bo h-cl r= r=3, farm rals weightl

45

AlP... M1.12
A2FP. 42 12
A3F- 41.12
AID-. M 212
A2D 4.12

EIP- 43.12
1121- 42.12
13F.. 41.12
I4F.. 37.12
DS.F_ L 12
rID.. 43.12
I2... 41.12
I13D..... 4212
E13-D. 37.12

aD.. 24.12
rom.... 37.12
m..... 12
24M.. 22.12

MOe..._ 27.12

BIG-_ ZI 12
1110.. M 12

CIL . W3.12
r2F. 44.12

C3L.4.- 42.12
C4L - S12
C.5L.,.-.-. 2312
CIP.... U). 12
C2i2... 43.12

Len-h IL -h
45 4-4

CO. 12 43.12
47.12 4-12
M .12

47.12 - 12

4212 4.12
47.12 41.12
41.12 4S.12
47.12 27.12
41.12 04.122a 12 4712
47.12 4. 12

47.12 4112
41.12 07.12
22.12 3.12
13.12 27.12
27.12 M 12

23.12 3.12
53.12 Z7.12
27.12 20.12

3. 12 2 1251.12 23112
4212 4Z.124%12 42.12
3.12 2 . 12
24 12 33.12

43L12 t.12

Grta

T3'. M.12
T4F. Z 2.12
T5 3L .12
TM - -^q12
T4D. M12
rD. .. 31.12
Trof 2 .12
T411-.. 2312
T351... 27.12
TaO.... 2& 12
T40-- 33.12
TZG.. 27.12

,%IL..--. 37.12
M2L-... 24.12

31.12
29.12

XSL... 2L12
Or--.. 53. 12

X2i'.... 32.12

X4F-.. 29.12
XF.... 21.12
MiD..3 23.12

X2D.... . 212
.- ,'D- 3312
X MD-. 29.12
MSD-.. 2L.12

X311-.. 29.12
NX11 112

22.17

2 Tho Cooperative As-ocations through
vhich price support ls made available for
Virginia fire-cured. type 21, and Virginia
sun-curcd. type 37. are authorized to de-
duct from the amount paid to growerz 12
cent3 per hundred pounds to apply against
overhead coats. Only the original producer
la- eligible to receive advances. Tobacco
graded "U" (unsound). DATA (damaged),
12. 2R,1 N2G, IU-EZ, botched, nested, off-
type, or decayed vill not be accepted. To-
bacco graded "W" (doubtful keeping order)
%ill be accepted at advance rates 10 percent
below the regular grade advance rates for
types 22, 23, 35. and 30, and 20 percent below
the regular grade advance rates for types 21
and 37. Typas 22 and 23. grades marked?
with the qpaclal factor "O3" and dark air-
cured. typo 35, grades maxked th sp=cial
factor "BL" In addition to the regular grade
symbol ball have an advance rate 20 per-
cent below the advance rate for the regular
grades rithout such opccial factor.



RULES AND REGULATIONS

[Dollars per hundred pounds, farm sales weight]-

Grade Length Length Length Grade46 45 44

03F . 42.12 43.12 42.12 X3G... 29.12
C4..... 38. 12 39.12 38.12 X4G..... 25.12
CSF ..... 33.12 34.12 33.12 X5G .... 20.12
C2D ----- 35.12 36.12 35.12
C3D ----- 30.12 31.12 30.12 N1L .... 14.12
C41) ---- 29.12 30.12 29.12 N1R .... 14.12
C5D ..... 20.12 27.12 26.12 NlG... -14. A2
C31M .... 32.12 33.12 32.12
C4M .... 30.12 31.12 30.12
C5M .... 28.12 29.12 28.12
C3G ----- 30.12 31.12 30.12
C4G ..... 28.12 29.12 28.12
C5G ----- 23.12 24.12 23.12

§ 464.732 1955 crop; Tennessee and
Kentucky fire-cured tobacco, Type 22;.
advance schedule.1

[Dollars per hundred pounds, farm sales weight]

Grade Lengths
46 and 45

AIF ---------- 59
A2? ---------- - 55
AV ---------- 45
AID --------- 59
A2D ---------- 55
A3D ......... 45

BIF -------- -- 50
B2F ------- 47
B3F ......... 43
B4F ---------- 39
B51F ---------- 31
133FV -------- 41
B4FV -------- 36
B5FV ........ 29
BID --------- 51
B2D --------- 48
B3D-: -------- 46
B4D -------- 40
BD ---------- 39
B3M --------- 41
84M --------- 36
130M -------- 26

3G ---------- 42
B40 --------- 36

5 0---------- 26

CIL ---------- 49
C1, ----------- 45
C3L ---------- 43
C4L ---------- 38
CCL ---------- 39

IF .----- - 49
C2F -.------- 45
C31? -------- 43
C41 .......... 38
c51 --------- 30
C3FV -------- 39
C4FV -------- 34
dSFV -------- 28
C2D ---------- 43
C3D ------.. 40
04D --------- 34
C5D ---------- 26
03M ---------- 38
C4M --------- 32
C51- -....---- 2GC3G ......... 3G
04G ......... 29
CG ---------- 21

Length
44

4248

42

40
44
41
37
29
38
34
27
47
45
43
38
27
38
33
22
39
33
22

46
42
40
36
28
46
42
40

'36
28
36
32
26
40
37
31
24
35
30
22
32
25
17

Grade

T3F .......
T4 --------TSF ----.-.-.
T3D --------
T4D ......
T5D ----
T3M ....-...
T310....T41%1.....TSNM --------
T3G --------
T4G --------
TSG --------

XIL ..
X2L ......
X3L ......
X4L ......X51, --------
X1F --------
X2F --------
X3F --------
X4F --------
XSF --------
X3FV. ....
X4FV .....
X5FV. _.
XlD --------
X21) --------
X31) .........
X4D --------
X5D --------
X31M ------
X4M --------

X3G --------
X4G --------
XSG --------

NIL --------
NIR --------
NIG .........

§ 464.733 1955 crop; Kentucky a
Tennessee fire-cured tobacco, Type 2
advance schedule1

[Dollars per hundred pounds, farm sales weight]

Grade Lengths Length
40 and 45 44

AF ------------ 58 -------
A2F ---------- 54 47
AF ----------- 44 41
AID --------- 58 .........
A2D ---------- 54 47
A3D --------- 44 41

BIF ---------- 49 45
1325'----------- W 43
B3F ---------- 42 40
114F .......... 38 36
Bs-F----------. 31 29
133FV ------- 40 37

1 See.footnote on p. 8535.

Grade

T3F ---------
T4F ....T5F ........
T3D --------
T4D --------
T5D --------
T3M.
TSM --------
T4O....
T5G --------

[Dollars per hundred pounds, farm sales weight]

Grade Lengths Length46 and 45 44

B4FV ....... 35 33
B5FV ...... 29 27
BID --------- 50 46
1321) --------- 47 44
B3D --------- 45 42
134D --------- 39 37
B5D --------- 30 27
B3M ........- 40 37
B4M -- ------ 35 32
1 5M ....... 26 22
B3G --------- 41 38
B4G --------- 35 32
B5G --------- 26 22

CIL ---------- 48 45
C2L ---------- 44 41
C3L --------- 42 39
C4L ......... 37 35
CL ----------- 30 28
CI ----------- 48 45
C2F ---------- 44 41
C31? ----.--.- 42 39
C4F ---------- 37 35
C5F ---------- 30 28
C3FV ....... 33 35
C4FV -------- 33 31
CSFV ....... 28 28
C2D ......... -42 39
C3D------- - 39 36
C4D --------- 33 30
C61 ---------- 26 24
C3M 37 34
C4Ai ......... 32 30
C5M -------- 25 22
C3G --------- 35 31
04G --------- 29 25
C5G --------- 21 17

Grade

X1L --------
X2L --------
X3L --------
X4L --------X5L .........
XtF .........
X2F --------X3F --------
X4F...
XSF ......
X3FV -------
X 4 F V . .. . . .XSF7V ---.-..
XID --------
X2D ......
X3D .......
X4D ......
XS .D ------

X4M ......X5I --------
X3G -.....
X40 --------XSG --------

NIL ........
NIR --------N1G ........

§ 464.734 1955 crop; Dark air-cured
tobacco, Types 35 and 36; advance
schedule

[Dollars per hundred pounds, farm sales weight]

Legths Length I rdGrade 46 ed 415~ Grade

23 AIF .........
17 A2r ..........
38 A3F ---------
35 AIR- .........
28 A2R .......
22 A3R .........
13
25 BIF ----------
17 B2F -.--------
12 B3F ..........
25 B4F ----------
16 B5F ..........
11 B3FV. ......

B4FV .......
If B5FV ......
10 BIR ......

9 B2R .......B3R ---------
B4R ---------
B5R ---------
BID ---------
B2D ---------13D ......

B4D ---------135D --------

B3Mf ---------
B4A1 ---------
B5MV ---------

nd B3G ---------
B4G ---------

]3; B5G ---------

OIL ----------
C2L ----------
C31, ----------C41) ---------

C5L ----------

C2F ----------

32 C41? ----------
27 CSF ----------
21 C3FV -.....

32 4FV --------27 C5FV --------
20 ICR ---------30 C2R ---
C3R ---

- C4R ---------

28 05R ---------- 03M ---------

2 04Fel....

32 C4FV-----

C5M ---------17 G 0421 -----
C5G - -..---M .

44

40

44

40

47
43
42
39
32
39
37
32
47
43
42
39
32
47
43
40
38
31
38
35
28
38
35
27

43
41
40
37
28
43
41
40
37
28
37
35
26
41
39
38
38
26
37
33
23
33
22

T3F.....
T4F .........'5SF ...
T3R --------
T4R --------
TSR --------

-T3D ......
T4D --------
TSD --------
T3M ......T4NI ........
TSM --------
T3G --------
T40 ------

XIL --------
X2L ......
X3L ......
X4L ......XSL --------
XIF --------
X2F ........
X3F ......X4 ...

X3FV . ...X4FV....
x5Fv...

X2R -.----
X3R.
X4R --------X5R ........
X3D .-------
X4D --------
XSD --------
X3M -.....
X4M --......
XSM ....
X3G -.....
X4G -.....

NIL .......NIR.

NIG........

§ 464.735 1955 crop; Virginia sun-
cured tobacco, Type 37, a dv a n a a
ocheduleW

[Dollars per hundred pounds, farm sales weight]

Gae Length LenetGrade 45 4h Grade

AIF ......... 47.12 ......... T3 ......... 33, 1
A2? ......- .. 45.12 43,12 T4 -........ 312
A3F --------- 42.12 40.12 TrF .. 21.12
AIR --------- 47.12 ......... T3R ........ 33,12
A2R --------- 45. 12 43.12 '4-t ........ 31,1
A3R --------- 42.12 40.12 t ........ 21,12

3D 31.12
BlF .......... 46.12 44.12 T4D - 28...... 2 12
B2F ---------- 43.12 40.12 TSD .. 21,1
B3F .......... 40.12 38.12 T3AI ...... 31 12
B4F ---------- 37.12 35.12 T4M -...... M 12
B5F ---------- 32.12 30.12 TSM ........ 21,12
B1R --------- 46. 12 44.12 T30 31, 12
B2R ......... 43.12 41.12 r4i..... 2. 2& 12

3R --------- 40.12 38.12 TG -........ 19,12
B4R --------- 37.12 35.12
B5R --------- 32.12 30.12 XIL ........ 37.12
BID --------- 45.12 43.12 X2L ........ 3,12
B2D --------- 41.12 39.12 X3L ........ L 12
B31) --------- 39.12 37.12 X4 - 2 ........ 29. 12
B134D --------- 35.12 33.12 XSL ..... _2,12
15D --------- 30.12 28.12 XIF ........ 37.12
B3M ......... 37.12 35.12 X2 ........ 3-,12
B4M --------- 34.12 32.12 X31 ........ 31.12
B ....- 31.12 29.12 X4F -...... 29,12
B3G ......... 37.12 35.12 XSF ........ 22,12
B4G --------- 34.12 32.12 XIR-........ 37,12
B5G --------- 31.12 29.12 X21 ...... 34.12

X3R ........ 3112
CIL ----.-.--- 41.12 39.12 X411 ........ -, 12
C2L .......... 39.12 37.12 X2R ........ 212
C3L .......... 33.12 38.12 X3D ........ 2 12
C4L ---------- 36.12 34,12 X4D ........ 27,12
C5L ....-... 30.12 28.12 XSD ........ 20.12

lF --.-.--.-- 41.12 39.12 X3M ........ 29,12
C2F ---.-.---- 39.12 37,12 X4M ........ 20,12
C3F ... 38.12 30.12 X -....... 2,12
C4F.-------- 36.12 34.12 X30 ........ 2312
C5F ......... 30.12 28.12 X40 ......... 1,12
0 R ......- 40.12 38.12 XS 2 ........ 20.1
C2R......... 38.12 3.12
C31 ......... 3512 33.12 NIL ........ 14,12
C4R --------- 32.12 30.12 NIR ........ 14,12
CSR --------- 28.12 26.12 NIG ........ 14,12
C3M ...-... 33.12 31.12
C4M ...- 31.12 29.12
C5- -......... 27.12 25.12
C4G --------- 31.12 29.12
6 ---------- 27.12 2.12

Issued this 10th day of November 1955,
[SEAL] EARL M. HUGHES,

Executive Vice President,
Commodity Credit Corporation.

[F. R. Doec. 55-9249; Filed, Nov. 17, 10950
8:45 a. m.]

PART 474-FARm STORAGE FACILITIES

STORAGE PAYMENTS EARNED DY IBORROWEII5
UNDER PRICE SUPPORT OR RESEAL
PROGRAMS

Notwithstanding the provisions of CCC
Grain Price Support Bulletins (1960-
1955) 15 F R. 3147, 16 F R. 1987, 17 F R.
3521, 18 F R. 1960, 19 F R. 967, and 20
F R. 30,17, and the provisions of Farm
Storage Facility Loan Program Bulletins,
15 F R. 4867, 16 F R. 6492, and 20 F R.
5113 (which provide for the application
of farm storage payments by CCC to the
accelerated reduction of loans mado
undqr the Farm Storage Facility Loan
Program and the Mobile Drying Equip-
ment Loan Program), any payments for
stdrage of commodities in farm storage
structures under a price support or reseal
program due from Commodity Credit
Corporation to a borrower shall be ap-
plied (1) to any delinquent amount(s),
and, (2) to the borrower's storage faollity
loan installment or mobile drying equip-
ment loan Installment which Is due and
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payable when the storage payment is
due, and (3) to any extended install-
ment(s) each including interest. This
Notice shall be effective with regard to
any storage payments disbursed subse-
quent to the date of publication hereof.
The provisions of any CCC Grain Price
Support Bulletin or Farm Storage Facil-
ity Loan Bulletin wich are inconsistent
with the provisions of this Notice are
hereby modified accordingly.
(See. 4, 62 Stat. 1070, as amended; 15 U. S. C.
714b)

NoTE: This notice affects i§ 474.431 (c) and
474.506 (c).

Issued this 14th day of November 1955.
[SEAL] WALTER C. BERGER,
Acting Executive Vice President,

Commodity Credit Corporation.
IF. R. Doc. 55-9298; Filed, Nov. 17, 1955;

8:50 a. m.]

TITLE 32-HATIONAL DEFENSE
Chapter V-Department of the Army

Subchapter B-Claims and Accounts

PART 536-CLALm AGAI-TST THE UNITED
STATES

MIUSTERING-OUT PAYMETS

In § 536.75, paragraphs (a) (2) (vii)
and (I) are amended to read as follows:

1536.75 Musterzng-out payments-
(a) Members engaged in active service
in World War 11. * = *

(2) To whom not payable.
(viii) Any commissioned officer unless

he was discharged or relieved from active
duty before April 29, 1955.

(1) Clazms-Veterans" Readjustment
Assistance Act of 1952-(1) By whom

-,-paid. All claims for mustering-out pay-
ments of members who have performed
active duty on or after June 27, 1950 and
who were discharged prior to July 16,
1952, will be paid by the Settlements
Division, Finance Center, U. S. Army,
Indianapolis 49, Indiana, provided the
application is submitted not later than
July 16, 1956. The postmark date on
the envelope will be considered the effec-
tive date of the application, 1200 mid-
night, July 16, 1956 being the last hour
acceptable.

(2) Information required to be fur-
nished with application. Former mem-
bers who are entitled to mustering-out
payments as specified in subparagraph
(1) of this paragraph will submit a
signed application containing the fol-
lowing information:

(i) Statement that member was not
discharged or released from active duty
on his own request to accept employ-
ment; or if discharged or released to ac-
cept employment, statement that the
member served outside the United States
after June 26, 1950.

(ii) Statement that member is not
now serving on active duty in the Armed
Forces of the United States, if appli-
cable.

(iii) Statement that member has not
and will not make any other application
for mustering-out payment for service
after June 26, 1950.

(iv) Statement that member served
outside the continental limits of the
United States or in Alaska after June 26,
1950, if applicable.

(v) If member has served outside the
continental limits of the United States
or in Alaska, date of arrival In the
United States.

(vi) Statement that member has or
has not received any mustering-out pay-
ment for service after June 26, 1950.

(vii) Address to which check should
be mailed, substantially as set forth
below-
-Print or type (Middle name) (Surname)
(first name)

(Service number) (Street number)

(City and zone) (State)

tviii) Statement reading as follows:
I certify that the above Information is

true and correct.
(Signature)

(3) Claims on file in the Settlements
Division, Finance Center, U. S. Army.
Claims on file in the Settlements Dlvi-
slon, Finance Center, U. S. Army, which
were submitted after July 16,1954, which
have been denied because they were re-
ceived after the date such claims were
required to have been filed under the
Veterans' Readjustment Assistance Act
of 1952, will be processed for payment,
if entitlement otherwise exists. The
payee will not be required to file a new
claim.

[Cl, AR 35-1340, September 13, 19551 (SMc.
5. 58 Stat. 10. as amended; rec. 505, 60 Stat.
690; 38 U. S. C. 691, 1015)

[SEAL] Joinz A. KEin,
Mayor General, U. S. Army,

The Adjutant General.
[F. R. Doc. 55-9266; F'lcd, Nov. 17, 1955;

8:45 a. in.]

TITLE 33-NAVIGATION AND
NAVIGABLE WATERS

Chapter 1I-Corps of Engineers,
Department of the Army

PAnr 203-Bamo REsLATIois

-011I0 RIVER AT NI&L Ai iY, INDIAZZA

Pursuant to the provisions of section 5
of the River and Harbor Act of August
18, 1894 (28 Stat. 362; 33 U. S. C. 499),
§ 203.560 governing the operation of
drawbridges across the Milssissppi River
and tributaries where constant attend-
ance of draw tenders is not required Is
amended with respect to paragraph (g)
(1), governing the operation of the Ken-
tucky and Indiana Terminal Railroad
Company bridge across the Ohio River at
*New Albany, Indiana, as follows:

§ 203.560 Mississippi River and it.
tributaries and outlets; bridges where
constant attendance of draw tenders is
not required. * * *

(g) Ohio River and Upper Mississippi
River (1) Ohio River, Ky., and Ind.,
Kentucky and Indiana Terminal Rail-
road Company bridge at New Albany.
Indiana. The draw need not be opened

for the pass.age of vezzIs, and para-
graphs 4b) to (e) inclusive, of this sec-
tion shall not apply to this bridge.

inr., 2 Iovembar 1953, 823.01 (Ohfo
River)-=TGWO (Sac. 5, 23 Stat. 32; 33
U. S. C. 433)

(ISMl Jomr A. Kr~nn,
Major General, U. S. Army,

The Adjutant General.
[F. R. Dc. 65-9265; Friled, Nov. 17, 1955;

8:45 a. ]

TITLE 43-PUBLIC LANDS:
INTERIOR

Chapter I-Bureau of Land Manage-
ment, Department of the Interior

Appondix--Public Land Orders

[Public Land Order 12511
[Anchorga 019316, liac. 1928465. IL2se.

&96781
ALASXA

flfVO=G PUBLIC LAM1D ORD= NO. 36 07
SEPTEEf 7, 1942; PARTIALLY rEVOI-G
AM NAVIGATION SIT w ITD2AWAL NO. 132
or JANUARY 15, 1940; VxDPAVwIG
PORTIONS OF THE RELEASED LA U-S rcO
VARIOUS PUBLIC PURPOS23

By virtue of the authority vested m
the President by Section 1 of the act of
March 12, 1914 (38 Stat. 305; 4T U. S. C.
304) and otherwise, and pursuant to Ex-
ecutive Order No. 10355 of May 26, 1952,
and Section 4 of the act of May 24, 1923
(45 Stat. 729; 49 U. S. C. 214) it is
ordered as follows:

1. Public Land Order No. 36 of Sep-
tember 7, 1942, withdrawing lands m
Alaska for use of the War Department
for military purpozes, which was par-
tially revoked by Public Land Order No.
447 of February 17, 1948, is hereby re-
voked in its entirety. The following
lands are released from withdrawal by
this order:

Szw;Ann MiiZDIsii

T. 19 N., P. 4 N..
Sec. 5. SW .
Sec. 0. SE,,
sec. 7. lotz 3, 4. 7 NE!.
Smc 8. loto 1. 2, 11WVil, EJSV71,J, SV7!
See. 17, loto 1, 2, N E!4'. 1W,

Sec. 18, lot3 1. 4.

The areas described aggregate 1,294.31
acres, of which the SW. see. 5; NW,
SWisSWJf sec. 8; NJJNEA, sec. 17, are
nonpublic lands.

2. The Departmental order of January
15, 1940 (Air Navigation Site No. 132)
as amended and modified by the Bureau
of Land M.anagement order of June 14,
1955 (20 F. R. 4329), withdrawing lands
for use of the Department of Avation,
Territory of Alaska for air navigation
facilities, Is hereby revoked so far as It
affects the following-described lands:

Szwsn ISEi MrAN

T. 10 2q.. R. 4W..
Sec. 17, lotG 1, 2.

The tracts described contain 66.70
acres.

3. Subject to valid existng rights, the
following-d-zcribad public lands, winch
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are a portion of the lands released from
withdrawal by paragraph 1 of this order,
are hereby withdrawn from all forms of
appropriatton under the public-land
laws, including the mining and the min-
eral-leasing laws, and reserved as
follows:

(a) Under the jurisdiction of the De-
partment of the Interior for use of the
Department of Aviation of the Alaska
Aeronautics and Communications Com-
mission:

SEWARD MERIDIAN

T. 19 N., R. 4 W.,
Sec. 6, SEI/4 ,
Sec. 7, E 2 NE/ 4 ,
Sec. 8, lots 1, 2, and that portion of the

NE!/4 SW4 lying west of the right-of-way
of the Alaska Railroad;

Sec. 17, SWNEY4, that part lying westerly
of a line 200 feet from and parallel to the
center line of the main track of the
Alaska Railroad.

The areas described aggregate 355.65
acres.

(b) Under the jurisdiction of the De-
partment of the Interior for use of the
Alaska Railroad for *railroad purposes:

SEWARD MERIDIAN

T. 19 N., R. 4 W.,
See. 17, I NE , WI/2 SEV4 NE/ 4 , those

parts lying between lines 100 feet and
200 feet respectively, southwesterly from
and parallel to the center line of the
main track of the Alaska Railroad. The
tract of land is 100 feet by 1,440 feet
approximately and extends along the
Alaska Railroad from Mileage 185.04 to
185.31.

The tract described contains 3.31
acres.

4. Subject to valid existing rights, the
following-described public lands, which
are a portion of the-lands released from
withdrawal by paragraph I of this order,
are hereby withdrawn from all forms of
appropriation under the public-land
laws, mcluding the mining but not the
mineral-leasing laws nor the Materials
Act of July 31, 1947 (61 Stat. 681, 43

U. S. C. Sup. 1185-1187) and reserved
under the jurisdiction of the Bureau of
Land Management, Department of the
Interior, for recreation purposes:

SEWARD MERIDIAN

T. 19 N., R. 4 W.,
Sec. 8, that portion of the NEV/SWI/4 lying

east of the Alaska Railroad right-of-way.

The tract described contains 12.33
acres.

5. Subject to any existing valid rights
and the requirements of applicable law,
the W-/sNE , lots 3, 4, 7, sec. 7; lots 1, 2,
and that portion of the S/ 2NE 4 lying
east of the Alaska Railroad right-of-way
sec. 17; and lots 1 and 4, sec. 18, T. 19 N.,
R. 4 W., containing 349.80 acres, are
hereby opened to filing of Applications,
selections, and locations in accordance
with the following:

a. Applications and selections under
the nonmineral public-land laws and
applications and offers under the min-
eral-leasmg laws may be presented to
the Manager mentioned below, beginning
on the date of this order. Such appli-
cations, selections, and offers will be con-
sidered as filed on the hour and re-
spective dates shown for the various
classes enumerated in the following
paragraphs:

(1) Applications by persons having
prior existing valid settlement rights,
preference rights conferred by existing
laws, or equitable claims subject to al-
lowance and confirmation will be adjudi-
cated on the facts presented in support
of each claim or right. All applications
presented by persons other than those
referred to in this paragraph will be
subject to the applications and claims
mentioned in this paragraph.

(2) All valid applications under the
Homestead, Alaska Home Site, and
Small Tract Laws by qualified veterans
of World War II or of the Korean Con-
flict, and by others entitled to preference
rights under the act of September 27,

1944 (58 Stat. 747" 43 U. S. C. 279-284 as
amended), presented prior to 10:00 a. n.
on December 16, 1955, will be considered
as simultaneously. filed at that hour,
Rights under such preference right ap-
plications filed after that hour and be-
fore 10:00 a. m. on March 16, 1956, will
be governed by the time of filing.

(3) All valid applications and selec-
tions under the nonmineral public-land
laws, other than those coming under
paragraphs (1) and (2) above, and ap-
plications and offers under the mineral-
leasing laws, presented prior to 10:00
a. m.-on March 16, 1956, will be consid-
ered as simultaneously filed at that hour,
Rights under such applications and se-
lections filed after that hour will be gov-
erned by the time of filing.

b. The lands will be open to location
under the United States mining laws,
beginning 10:00 a. m. on March 16, 1956.

.6. Persons claiming veteran's prefer-
ence rights under Paragraph a (2) above
must enclose with their applications
proper evidence of military or naval
service, preferably a complete photo-
static copy of the certificate of honorable
discharge. Persons claiming preference
rights based upon valid settlement,
statutory preference, or equitable claims
must enclose properly corroborated
statements in support of their applica-
tions, setting forth all facts relevant to
their claims. Detailed rules and regula-
tions governing applications which may
be filed pursuant to this notice can be
found in Title 43 of the Code of Federal
Regulations.

Inquiries regarding the-lands shall be
addressed to the Manager, Land Office,
Bureau of Land Management, Anchor-
age, Alaska.

WESLEY A. D'EWART,
Assistant Secretary of the Interior
NOVEMBER 10, 1955.

IF R. Doc. 55-0267; Filed, Nov. 17, 1955;
8:45 a. in.]

PROPOSED RULE MAKING

DEPARTMENT OF THE TREASURY
Internal Revenue Service

[ 26 CFR (1954) Part I I
INCOME TAX; TAXABLE YEARS BEGINNING

AFTER DECEiMBER 31, 1953
EMPLOYEE STOCK OPTIONS

Notice is hereby given, pursuant to the
Administrative Procedure Act, approved
June 11, 1946, that the regulations set
forth in tentative form below are pro-
posed to be prescribed by the Commis-
sioner of Internal Revenue, with the ap-
proval of the Secretary of the Treasury.
Prior to the final adoption of such regu-
lations, consideration will be given to
any data, views, or arguments pertain-
ing thereto which are submitted in writ-
ing in duplicate to the Commissioner of
Internal Revenue, Attention: T:P
Washington 25, D. C., within the period

of 30 days from the date of publication
of this notice in 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] 0. GORDON DELac,
Acting Commissioner

of Internal Revenue.
The following regulations are hereby

prescribed under section 421 of the In-
ternal Revenue Code of 1954, relating to
employee stock options:

Sec.
1.421

1.421-1
1.421-2
1.421-3
1.421-4
1.421-5
1.421-6

Statutory provisions; e in p 1 o y e e
stock options.

Meaning and use of certain terms.
Restricted stock option.
Exercise of restricted stock option.
Modification, extension, or renewal.
Operation of'section 421.
Effective date.

§ 1.421 Statutory provisions; em-
ployee stock options.

SEC. 421. Employee stock optlons-(a)
Treatment of restricted stock options. If it
share of stock Is transferred to an Individual
pursuant to his exercise after 1949 of a re-
stricted stock option, and no disposition of
such share is made by him Within 2 years
from the date of the granting of the option
nor within 6 months after the transfer of
such share to him-

(1) No income shall result at the time of
the transfer of such share to the Individual
upon his exercise of the option with respect
to such share;

(2) No deduction under section 162 (re-
lating to trade or business expenses) shall be
allowable at any time to the employer cor-
poration, a parent or subsidiary corporation,
of such corporation, or a corporation Issuii g
or assuming a stock option in a transaction
to which subsection (g) is applicable, with
respect to the share so transferred; and

(3) No amount other than the price paid
under the option shall be considered as re-
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ceived by any of such corporations for the
share so transferred.

This subsection and subsection (b) shall not
apply unless (A) the individual, at the
time he exercises the restricted stock option,
is an employee of either the corporation
granting such option, a parent or subsidiary
corporation of such corporation, or a cor-
poration or a parent or subsidiary of such
corporation issuing or assuming a stock op-
tion in a transaction to which subsection (g)
is applicable, or (B) the option is exercised
by him within 3 months after the date he
ceases to be an employee of such corpora-
tions.

(b) Specmal rule where option pr-ce is be-
tween 85 percent and 95 percent of value of
stock. If no disposition of a share of stock
acquired by an individual on his exerclse
after 1949 of a restriJcted stock option is made
by him within 2 years from the date of the
granting of the option nor within 6 months
after the transfer of such share to him. but,
at the time the restricted stock option was
granted, the option price (computed under
subparagraph (d) (1) (A)) was less than
95 percent of the fair market value at such
time of such share,'then, in the event of any
disposition of such share by him, or in the
event of his death (whenever occurring)
while owning such share, there shall be in-
cluded as compensation (and not as gain
upon the sale or exchange of a capital asset)
in his grossincome, for the taxable Year In
which falls the date of such disposition or for
the taxable year closing with his death,
whichever applies-

(1) In the case of a share of stock ac-
quired under an option qualifying under
clause (i) of subparagrah (d) (1) (A), an
amount equal to the amount (it any) by
which the option price is exceeded by the
lesser of-

(A) The fair market value of the share
at the time of such disposition or death, or

(B) The fair market value of the share at
the time the option was granted; or

(2) In thecase of stock acquired under an
option qualifying under clause (i) of sub-
paragraph (d) (1) (A), an amount equal to
the lesser of-

(A) The excess of the fair market value of
the share at the time of such disposition or
death over the price paid under the option, or

(B) The excess of the fair market value
of the share at the time the option was
granted over the option price (computed as
if the option had been exercised at such
time).

In the case of the disposition of such share
by the individual, the basls'of the share in
his hands at the time of such disposition
shall be increased by an amount equal to the
amount so includible in his gross income.

(c) Acqutsition of new stock. If stock Is
received by an individual In a distribution to
which section 305, 354, 355, 356, or 1036, or
so much of section 1031 as relates to section
1036, applies and such distribution was made
with respect to stock transferred to him upon
his exercise of the option, such stock shall be
considered as having been transferred to him
on his exercise of such option. A similar
rule shall be applied n the case of a series of
-such distributions.

(d) Definitions. For purposes of this
section-

(1) R-stncted stock option. The term
"restricted stock option" means an option
granted after February 26, 1945, to an indi-
vidual, for any reason connected with his
employment by a corporation, if granted by
the employer corporation or its parent or
subsidiary corporation, to purchase stock of
any of such corporations, but only if-

(A) At the time such option is granted-
(I) The option price is at least 85 percent

of the fair market value at such time of the
stock subject to the option, or
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(ii) In case the purchase price of the
stock under the option is flxcd or deter-
minable under a formula in which the only
variable is the value of the stock at any
time during a period of 6 months which in-
cludes the time the option is exerciced, the
option price (computed as if the option had
been exercised when granted) Is at l'ca"t 85
percent of the value of the stock at the time
such option is granted; and

(B) Such option by its term- Is not trans-
ferable by such individual otherwl:o than
by wMll or the laws of descent and distribu-
tion, and is exercisable, during-bhi lifetime,
only by him; and

(C) Such individual, at the time the op-
tion is granted, does not own stock poe-
ing more than 10 percent of the total com-
bined voting power of all, clas-,e of stock
of the employer corporation or of It- parent
or subsidiary corporation. This subpara-
graph shall not apply if at the time such
option is granted the option price is at lct
110 percent of the fair market value of the
stock subject to the option and such option
either by Its terms is not exercisablo after
the expiration of 5 years from the date such
option is granted or is exerced within one
year alter the date of enactment of this title.
For purposes of this subparagraph-

(1) Such individual shall be considered
as owning the stock owned, directly or In-
directly, by or for his brothers and clstera
(whether by the whole or half blood),
spouse, ancestors, and lineal descendanta;
and

(H) Stock owned, directly or indirectly, by
or for a corporation, partnership, estate, or
trust, shall be considered as being owned
proportionately by or for its sharcholders,
partners, or beneficiaries; and

(D) Such option by Its terms is not exer-
cisable after the expiration of 10 ycars from
the date such option Is granted, If such op-
tion has been granted on or after Juno 22,
1954.

(2) Parent corporation. The term "parent
corporation" means any corporation (other
than the employer corporation) In an un-
broken chain of corporations ending with
the employer corporation if, at the time of
the granting of the option, each of the cor-
porations other than the employer corpora-
tion owns stock pose=sing 6o percent or
more of the total combined voting povwer of
all classes of stock In one of the other cor-
porations in such chain.

(3) Subsidiary corporation. The term
"subsidiary corporation" means any corpora-
tion (other than the employer corporation)
in an unbroken chain of corporatlons, bein-
ning with the employer corporation If. at the
time of the granting of the option, each of
the corporations other than the last corpo-
ration in the unbroken chain owns stck
possessing 50 percent or more of the total
combined voting power of all classe of stock
in one of the other corporations in such
chain.

(4) Dispostion-(A) General rule. E-
cept as provided in subparagraph (B). the
term "disposition" includes a sal, exchange,
gift, or a transfer of legal title, but doe3 not
include-

(1) A transfer from a decedent to on eAato
or a transfer by bequest or Inhexitance;

(ii) An exchange to which r-ection 354. 355,
356, or 1036 (or so much of ection 1031 as
relates to section 1036) applies; or

(III) A mere pledge or hypothecatlon.
(B) Joint tenancy. The acquisition of a

share of stock in the name of the employee
and another jointly with the right of mur-
vivorship or a subsequent transfer of a share
of stock into such joint ownershlp shall not
be deemed a disposition but a termination
of such Joint tenancy (except to the extent
such employee acquires ownership of such
stock) shall be treated as a dispozitlon by
him occurring at the time such joint tenancy
s terminated.
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(5) Stcc:holdcr appr l. If the grant of

an option is subject to approval by stock-
holders, the date of grant of the option shall
be determined as if the option had not been
subject to such approval.

(6) E.rckc by catatc-(A) In gneral. If
a restricted stoc option Is exerciLed subse-
quent to the death of the employee by the
estato of the decedent, or by a person who
acquired the right to exercise such option
by bequest or inheritance or by reccon of the
death of the decedent, the provisions of this
section shall apply to the same extent as if
the option had been exercced by the dece-
dent, except that-

(1) The holding period and employment
requiremento of sub-ection (a) shall not
apply, and

(U) Any transfer by the estate of stock
acquired charll b considered a dispoition of
such stock for purpess of subs-ction (b).

(B) Deduction for estate tax. If an
amount is required to be included under
sub:ection (b) In grcs income of the estate
of the dec""-sd employee or of a parzon de-
rcribed in subparagranh (A). there shall be
allowed to the e.tate or such person a deduc-
tion with rezpzct to the estate tax attributa-
ble to the inclusion In the taxable estate of
the deceaced employee of the net value for
cetato tax purpo:e of the restricted stock
option. For this purpose, the deduction
shall be determined under sc-,ton 691 (c) as
if the option acquired from the deceazed
employee were an item of gros income in
rec ct of the decedent under section 691 and
as if the amount includible in gro= income
under subzctlon (b) of this section were an
amount included in gro= income under sec-
tion C91 in respect of such item of groz
Income.

(e) rodification, extensfon, or renewal of
option-(1) rules of application. For pur-
poses of subsection (d), If the terms of any
option to purchase stock are modified, ex-
tended, or renewed, the following rules shal
be applied with rcspect to transfers of stock
made on the exercise of the option after the
ma-ng of such modification, extension, or
renewal-

(A) Such modlflcation, extenslon, or re-
newal shall be considered as the granting of
a new option,

(B) The fair market value of such stock
at the time of the granting of such option
shall be considered as-

(1) The fair market value of such stock
on the date of the original granting of the
option,

(U) The fair market value of such stock
on the date of the making of such mdificca-
tion, extension, or renewal, or

(Iii) The fair mrkot value of such stock
at the time of the naking of any intervening
modiflcation, extenslon, or renewal,

whlchever Is the highest.

Subparzraph (B) shall not apply If the
LLmregate of the monthly average fair market
values of the stock subject to the option for
the 12 conccutlvo calendar months before
the date of the modification, extension, or
renowal, divided by 12, is an amount les
than EO percent of the fair market value of
such stock on the date of the original grant-
ing of the option or the date of the mking
of any Intervening modification, extension,
or renewal, whichever Is the highest.

(2) Deflnition of modIfIcation. The term
"modification" means any change in the
terms of the option which gives the employee
additional b enfts under the option, but
such term shall not include a change in the
terms of the option-

(A) Attributable to the Issuance or a-
cumption of an option under subzection (g);
or

(B) To permit the option to qualify under
sub-cection (d) (1) (B).
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If an option is exercisable after the expira-
tion of 10 years from the date such option
is granted, subparagrah (B) shall not apply
unless the terms of the option are also
changed to make it not exercisable after the
expiration of such period.

(f) Effect of disqualifyzng cispositiol. If
a share of stock, acquired by an individual
pursuant to his exercise of a restricted stock
option, is disposed of by him within 2 years
from the date of the granting of the option
or within 6 months after the transfer of
such share to him, then any increase in the
income of such individual or deduction from
the income of his employer corporation for
the taxable year in which such exercise
occurred attributable to such disposition,
shall be treated as an increase in income or
a deduction from income in the taxable year
of such individual or of such employer cor-
poration in which such disposition occurred.

(g) Corporate reorgfnization, liquida-
tions, etc. For purposes of this section, the
term "issuing or assuming a stock option in
a transaction to which subsection (g) is ap-
plicable" means a substitution of a new
option for the old option, or an assumption
of the old option, by an employer corpora-
tion, or a parent or subsidiary of such cor-
poration, by reason of a corporate merger,
consolidation, acquisition of property or
stock, separation, reorganization, or liquida-
tion, If-

(1) The excess of the aggregate fair mar-
ket value of the shares subject to the option
immediately after the substitution or as-
sumption over the aggregate option price
of such shares is not more than the excess
of the aggregate fair market value of all
shares subject to the option Immediately
before such substitution or assumption over
the aggregate option price of such shares,
and

(2) The new option or the-assumption'of
the old option does not give the employee
additional benefits which he did not have
under the old option.
For purposes of this subsection, the parent-
subsidiary relationship shall be determined
at the time of any such transaction under
this subsection.

§ 1.421-1 Meaning and use of certain
terms-(a) Option. (1) For the purpose
of section 421, the term "option" in-
cludes the right or privilege of an indi-
vidual to purchase stock from a corpo-
ration by virtue of an offer of the corpo-
ration continuing for a stated period of
time, whether or not irrevocable, to sell
such stock at a price determined under
paragraph (d) of this section, such indi-
vidual being under no obligation to pur-
chase. Such right, or privilege, when
granted, must be evidenced m writing.
The individual who has such right or
privilege Is referred to as the optionee
and the corporation offering to sell stock
under such an arrangement is referred
to as the optionor. While no particular
form of words is necessary, the written
option should express, among other
things, an offer to sell at the option price
and the period of time during which the
offer shall remain open.

(2) An option may be granted as part
of or in conjunction with an employee
stock purchase plan or subscription
contract.

(3) An arrangement between a corpo-
ration and an employee may involve more
than one option. For example, if a cor-
poration on June 1, 1954, grants to an
employee the right to purchase 1,000
shares of its stock on or after June 1,
1955, another 1,000 shares on or after

June 1, 1956, and a further 1,000 shares
on or after June 1, 1957, all shares to be
purchased before June 1, 1958, provided
the employee at the time of exercise of
any of the purchase rights is employed
by the corporation, such an arrangement
will be construed as the grant to the em-
ployee on June 1, 1954, of three options,
each for the purchase of 1,000 shares.
Similarly if a corporation grants to an
employee on January 1, 1955, the right to
purchase 1,000 shares of its stock at $85
per share during 1955, or at $75 per share
during 1956, or at $65 per share during
1957, such an arrangement will be con-
strued as the grant to the employee on
January 1, 1955,, of three alternative op-
tions, one option for the purchase of
1,000 shares at $85 per share during 1955,
an alternative option for the purchase of
1,000 shares at $75 per share during 1956,
and a third alternative option for the
purchase of 1,000 shares at $65 per share
during 1957.

(b) Tiae and date of granting of op-
tion. (1) For the purpose of sectiorC421,
the words "the date of the granting of
the option" and "the time such option is
granted" and similar phrases refer to
the date or time when the corporation
completes the corporate action consti-
tuting ,an offer of stock for sale to an
individual under the terms and condi-
tions of a restricted stock option. Ordi-
narily if the corporate action contem-
plates an innmediate offer of stock for
sale to an individual or to a class includ-
ing such individual, or contemplates a
particular date on which such offer is
to be made, the time or date of the grant-
ing of the option is the time or date of
such corporate action if the offer is to
be made immediately, or the date con-
templated as the date of the offer, as the
case may be. However, an unreasonable
delay in the giving of notice of such offer
to the individual or to the class will be
taken into account as indicating that
the corporation contemplated that the
offer was to be made at the subsequent
date on which such notice is given.

(2) If the corporation imposes condi-
tions on the granting of an option (as
distinguished from conditions governing
the exercise of the option) such condi-
tions shall be given effect in accordance
with the intent of the corporation. A
special rule is provided by section 421
(d) (5) for options subject to stockholder
approval. If the grant of an option is
subject to approval by stockholders, the
date of grant of the option shall be de-
termined as if the option had not been
subject to such approval. A condition
which does not require corporate action,
such as the approval of some regulatory
or governmental agency, for example,
a stock exchange or the Securities and
Exchange Commission, is ordinarily con-
sidered a condition upon the exercise of
the optiofr unless the corporate action
clearly indicates that the option is not to

-be granted until such condition is satis-
fied. If an option is granted to an mdi-
vidual upon the condition that such in-
dividual will become an employee of the
corporation' granting the option or of its
parent or subsidiary corporation, such
option is not granted prior to the date
the individual becomes such an employee.

(3) In general, condttions Imposed
upon the exercise of an option will not
operate to make ineffective the granting
of the option. For example, on Juno 1,
1954, the A Corporation grants to X, an
employee, an option to% purchase 5,000
shares of the corporation stock, exer-
cisable by X on or after June 1, 1955,
provided he Is employed by the corpora-
tion on June 1, 1955. Such an option
Is granted to X on June 1, 1954.
(c) Stock. For the purpose of section

421, the term "stock" means capital
stook of any class, including voting or
nonvoting common or preferred stock.
The term includes both treasury stock
and stock of original Issue. Special
classes of stock authorized to be Issued
to and held by employees are within the
scope of the term "stock" as used in
section 421, provided such stock other-
wise possesses the rights and character-
istics of capital stock.

(d) Option price. (1) For the pur-
pose of section 421, the term "option
price" or "price paid under the option"
means the consideration In money or
property which, pursuant to the terms
of the option, Is the price at which th0
stock subject to the option Is purchased.

2) With respect to its option price, a
restricted stock option must, when
granted, meet either of the following
requirements:
(i) The option must specify the price

which shall be paid for any stock ac-
quired pursuant to such option; or

(i) In the case of an option exorcsed
during any taxable year of the optioneo
which begins after December 31, 1953,
and ends after August 16, 1954, the op-
tion must; provide that such price shall
be determined by a formula In which the
only variable Is the value of the stock
at any time during a period of six con-
secutive months which includes the day
on which such option Is exercised. Such
formula may provide for determining
such price by reference to such value on
any particular day in such six-month
period, or by reference to an average
value of the stock over either the whole
of such six-month period or over any
shorter period included In such six-
month period. Such six-month period
may begin with, end with, or in any other
manner span the day on which Such op-
tion Is exercised. Such formula may
also depend upon factors other than such
value of thb stock, but such other factors
must not be variable and must be fixed
in the option when granted. For exam-
ple, such formula may provide that the
option price shall be 85 percent of the
value of the stock on the day the option
is exercised, but such price shall not be
less than $85, nor more than $110, How-
ever, this requirement is not met by a
formula which provides that If the profits
of the employer for the year do not ex-
ceed $100,000, the option price shall be
$15 under the fair market value of the
stock at the time the option Is exercised,
but if such profits exceed $100,000, the
optionprice shall be $20 under such value
of the stock.

An option which does not meet the re-
quirements of either subdivision (i) or
(ii) of this subparagraph when granted,
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will not be treated as a restricted stock
option unless it is subsequently changed
to meet such requirements. In case of
such a change, see § 1.421-4 (c) (2).

(e) Exerczse. For the purpose of sec-
tion 421, the term "exercise" when used
in reference to an option, means the act
of acceptance by the optionee of the
offer to sell contained in the option. In
general, the time of exercise is the time
when there is a sale or a contract to sell
between the corporation and the indi-
vidual. An -agreement or undertaking
by the employee to make payments under
a stock purchase plan does not consti-
tute the exercise of an option so long as
the payments made remain subject to
withdrawal by the employee.

() Transfer For the purpose of sec-
tion 421, the term "transfer" when used
in reference to the transfer to an mdi-
vidual of a share of stock pursuant totis
exercise of a restricted stock option,
means the transfer of ownership of such
share, or the transfer of substantially
all the rights of ownership. Such trans-
fer must, within a .reasonable time, be
evidenced on the books of the corpora-
tion.

§ 1.421-2 Restrzcted stock option-(a)
In general. (1) A "restricted stock op-
tion" is an option granted after February
26, 1945, to an individual, for any reason
connected with his employment by a cor-
poration, if granted by the employer cor-
poration or its parent or subsidiary
corporation, to purchase stock of any of
such corporations, but, except in the case
of options described in subparagraph
(2) of this paragraph, only if-

Ci) At the time such option is granted
the option price is at least 85 percent
of the fair market value at such time of
the stock subject to the option; and

(ii) Such option by its terms is not
transferable by such individual other-
wise than by will or by the laws of descent
and distribution, and is exercisable,
during his lifetime, only by him; and

(iii) Such individual, at the time the
option is granted, does not own stock
possessing more than 10 percent of the
total combined voting power of all classes
of stock either of the employer corpo-
ration or of its parent or subsidiary cor-
poration; and

(iv) In the case of options granted
after June 21, 1954, such option by its
terms is not exercisable after the expira-
tion of ten years from the date on which
such option was granted.
For the purpose of applying the rule of
subdivision Ci) of this subparagraph if
the option price is determined by a
formula described in § 1.421-1 d) (2)
(ii) the option price shall, notwithstand-
ing any provision of the option, be com-
puted as if such optidn is exercised on
the day when it is granted. For example,
if on June 15, 1954, an option is granted
providing that the option price shall be
$10 under the average value of the stock
during the month preceding the month
in which the option is exercised, and if
on June 15, 1954, the value of the stock
subject -to the option is $100 a share, to
determine if the option meets the re-
quirement of subdivision i) of this sub-
paragrapn, it is necessary to determine
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the average value of the stock during the
month of May 1954. If such average
value is $95 or more, the option meets
the requirement of subdivision (i) of this
subparagraph.

(2) Regardless of the extent to which
the individual to whom the option is
granted owns stock of either the em-
ployer corporation, or of Its parent or
subsidiary corporation, an option Is a re-
stricted stock option if-

(i) Such option Is granted after Feb-
ruary 26,1945, to such individual, for any
reason connected with his employment
by a corporation, if granted by the em-
ployer corporation or Its parent or sub-
sidiary corporation, to purchase stock of
any of such corporations; and

(li) At the time such option is granted
the option price Is at least 110 percent of
the fair market value at such time of
the stock subject to the option; and

Cii) Such option by its terms I" not
transferable by such individual other-
wise than by will or by the laws of descent
and distribution, and Is exercisable, dur-
ng his lifetime, only by him; and

(iv) Such option by its terms is not
exercisable after the expiration of live
years from the date on which such
option was granted, or such option Is
exercised before August 17, 1955.

(3) At the time the option is granted,
the relationship between the individual
to whom an option is granted and the
corporation granting the option (or a
corporation which is a parent or sub-
sidiary thereof) must be the lehal and
bona fide relationship of employer and
employee. For rules applicable to the
determination whether the employer-
employee relationship exists, see 2G CFR
(1939) 406.203, relating to collection of
income tax at source on wages. An
option granted before employment or
after termination of employment I, not a
restricted stock option. As to the grant-
Ing of an option conditioned upon em-
ployment, see § 1.421-1 (b) (2). The
option must be granted for a reason con-
nected with the Individual's employment
by the corporation or by Its parent or
subsidiary corporation.

(4) An option may qualify as a re-
stricted stock option only if, under the
terms of the option, It is not transferable
(other than by will or by the laws 6f
descent and distribution) by the Indi-
vidual to whom it is granted, and Ls
exercisable, during the lifetime of such
individual, only by him. Accordingly,
an option which is transferable by the
individual to whom It is granted during
his lifetime, or is exercisable during such
individual's lifetime by another person,
is not a restricted stock option. How-
ever, in case the option contains a pro-
vision permitting the individual to whom
the option was granted to designate the
person who may exercise the option
after his death, neither such provision,
nor a designation pursuant to such pro-
vision, dlsqualifls the option as a re-
stricted stock option.

b) Ownership of 10 percent of stoc:.
In determining the amount of stock
owned by an individual, for the purpose
of applying the 10 percent test of section
421 Cd) (1) (C), stock of the employer
corporation or of Its parent or subsidiary
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owned (directly or indirectly) by or for
such Individual's brothers and sisters
(whether by the whole or half blood),
spouse, ancestors, and lineal descend-
ants, shall be considered as owned by
such individual. Also, for such purpose,
if a domestic or foreign corporation,
partnership, estate, or trust owns (di-
rectly or indirectly) stock of the em-
ployer corporation or of its parent or
subsidiary, such stock shall be consid-
ered as being owned proportionately by
or for the shareholders, partners, or
beneficiaries of the corporation, part-
nership, estate, or trust.

§ 1.421-3 Exercse of restricted stocT;
option. (a) The special rules of income
tax treatment provided in section 421
(a) and (b) are applicable only If the
following conditions exist with respect
to the transfer of a share of stock to an
Individual:

(1) The share of stock is transferred
to the Individual pursuant to his exer-
ci e after 1949 of a restricted stock
option; and

(2) At the time the option is exercised
by him, the individual Is an employee of
the corporation granting such option (or
parent or subsidiary thereof), or of a
corporation (or parent or subsidiary
thereof) which Issued or assumed the
option under section 421 (g) (see
§ 1.421-4 (d)), orwas an employee of any
such corporations within three months
before the date the option is exercised.

Cb) (1) Secton 421 is applicable to
the exercise of a restricted stock option
only If at the time the individual exer-
cizes the option he Is a bona fide em-
ployee of the corporation granting the
option, or of a corporation which is at
the time the option Is exercised a parent
or subsidiary of such corporation, unless
the old option has been assumed or a.
new option has been Issued in its place
under section 421 (g). See § 1.421-4
Cd). In case of such an assumption of
the old option or such Issuance of a nevw
option, the individual exercising the op-
tion must, at the time he exercises the
option, be a bona fide employee of the
corporation so assuming or Issuing the
option, or a parent or subsidiary of such
corporation. Section 421 is also appli-
cable if the Individual exercism the
option was P, bona fide employee of
any of such corporations within three
months before the exercise of the option.

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

Examplc (1). On June 1. 1954, X Corpo-
ration granted a reatricted stoch option to
A. an employe of X Corporation, to pum-
chse a chare of X Ltock. On February 1,
1955. X cold the plant where Awas employed
to U Co.- p=tlon, an unrelated corporation,
and A vas employed by Ui. Ir A exercises
this restrlctcd Lotch option on June 1, 1955,
cection 421 Is not applicable to auch exercize,
becausa on June 1, 1955. A is not employed
by the corporation rhich granted the option
cr by a p=ent or subsIdlary of such corpora-
tloa. Nor was he employed by any of such
corprations within thrc months before
Juno 1, 1955.

lxarnape (2). Assume the facts to be the
came s In example (1), except that when
A waz employed by LI Corpozation. the option
to purchaze M stccl: was terminated, and vas
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replaced by an option to buy Md stock in such
circumstances that M Corporation Is treated
as a corporation issuing an option under sec-
tion 421 (g). If A exercises the option to
purchase the share of M stock on June 1,
1955, section 421 Is applicable for A is then
employed by a corporation which issued an
option under section 421 (g).

(c) (1) The determination whether an
option ultimately exercised is a restricted
stock option is made as of the date such
option s granted. An option which is
a restricted stock option when granted
does not lose its character as such an
option by reason of subsequent events,
ahd an option which is not a restricted
stock option when granted does not be-
come such an option by reason of sub-
sequent events. See, however, § 1.421-4,
relating to modification, extension, or

.renewal of an option.
(2) The application of subparagraph

(1) of this paragraph may be illustrated
by the following examples:

Example (1). S-1 Corporation is a subsid-
iary of S Corporation which, in turn, Is a
subsidiary of P Corporation. On June 1.
1954, P grants to an employee of P a restricted
stock option to purchase a share of stock of
S-1. On January 1, 1955, S sells a portion of
the S-1 stock which it owns to an unrelated
corporation and, as of that date, S-1 ceases
to be a subsidiary of S. On'May 1, 1955,
while still employed by P, the employee exer-
cises his option to purchase a share of S-1
stock. The employee has exercised a re-
stricted stock option.

Example (2). Assume P grants an option
to an employee under the same facts as in
example (1) above, except that on June 1,
1954, S-1 is not a subsidiary of either S or
P. Such optldn is not a restricted stock
option on June 1, 1954. On January 1, 1955,
S purchases from an unrelated corporation
a sufficient number of shares of S-i stock to
make S-i, as of that date, a subsidiary of S.
On May 1, 1955, while still employed by P
the employee exercises his option to pur-
chase a share of S-1 stock. The employee
has not exercised a restricted stock option.

(d) For the rules applicable to an. ex-
ercise of a restricted stock option by the
estate of the Individual to whom the
option was granted, or by a person who
acquired the option by bequest or inheri-
tance or by reason of the death of such
individual, see § 1.421-5 (d)

§ 1.421-4 Modification, extenszon, or
renewal-(a) In general. Section 421
(e) provides the rules for determining
whether a share of stock transferred to
an individual upon his exercise of an
option, after the terms thereof have been
modified, extended, or renewed) is trans-
ferred pursuant to the exercise of a re-
stricted stock option. Such rules and
the rules of this section are applicable
to modifications, extensions, or renewals
(or to changes which are not treated as
modifications) in the case of an exercise
of an option in any taxable year of the
optionee whiph begins after December 31,
1953, and ends after August 16, 1954.

(b) Effect of a modification, extension,
or renewal. (1) Any modification, ex-
tension, or renewal of the terms of an
option to purchase stock shall be consid-
ered as the granting of a new option.

(2) Except as otherwise provided in
subparagraph (3) of this paragraph, in
case of a modification, extension, or re-
newal of an option, the highest of the
following values shall be considered to

be the fair market value of the stock at
the time of the granting of such option
for the purpose of applying the rule of
section 421 (d) (1) (A)-

(i) The fair market value on the date
of the original granting of the option,

(ii) The fair market value on the date
of the making of such modification, ex-
tension, or renewal, or

(iii) The fair market value at the time
of the making of any intervening modi-
fication, extension, or renewal.

(3) (1) The rules of subparagraph (2)
of this paragraph do not apply if the
aggregate of the monthly average fair
market values of the stock subject to the
option for the 12 consecutive calendar
months preceding the month in which
the modification, extension, or renewal
occurs, divided by 12, is an amount less
than 80 percent of the fair market value
of such stock on the date of the original
granting of the option or the date of the
making of any intervening modification,
extension, or renewal, whichever is the
highest. In such case, any modification,
extension, or renewal of the option is
treated as the granting of a new option
but only the fair market value of the
stock subject tb the option at the time
of the modification, extension, or re-
newal is considered m determining
whether the option is a restricted stock
option. In the case of stocks listed on
a stock exchange, the average fair mar-
ket value of the stock for any month may
be determined by adding the highest and
lowest quoted selling prices during such
month and dividing the sum by two. The
method used for determining the average
fair market value of the stock for any
month must be used for all 12 months.

(ii) The application of subdivision (1)
of this subparagraph may be illustrated
by the following example:

Example.. On June 1, 1954, a restricted
stock option was granted to purchase before
July 1, 1955, a share of stock for $85. The
fair market value of such stock on June 1,
1954, was $100. On June 15, 1955, when
the fair market value of the stock is $60,
such option is extended so that it Is exer-
cisable at any time before July 1, 1956, at
$55 a share. The average fair market value
of the stock subject to the option for each
of the 12 calendar months preceding June
1955, is as follows:

1954 1955
June --------- $100 January ------ $90
July --------- 90 February ----- 8 o
August ------- 80 March ------- 70
September --- 70 April --------- 60
October ......- 80 May ---------- 60
November ---- 80
December ---- 90
The aggregate of such values is $950. When
this sum is divided by 12, the result is $79.17,
which is an amount less than 80 percent of
the fair market value of the stock ($100)
when the option was granted. Accordingly.
when the option is extended on June 15.
1955, the option price could have been re-
duced as low as $51 (85 percent of the fair
market value of the stock on such day)
without disqualifying the option as a re-
stricted stock option. If the aggregate fair
market values of the stock so ascertained
had amounted to $960 or more, the rules of
subparagraph (2) of this paragraph would
have been applicable with the result that
any reduction in the option price would
have disqualified the option as a restricted
stock option.

(c) Definition o1 modifieation, exten-
ston, or renewal. (1) The time or clttte
when an option Is modified, extended, or
renewed shall be determined, Insofar as
applicable, i4 accordance with the rules
governing determination of the time or
date of granting an option provided In
§ 1.421-1 (b) For the purpose of see-
tion 421, the term "modification" means
any change in the terms of the option
which gives the optionee additional
benefits under the option. For example,
a change In the terms of the option,
which shortens the period during which
the option'i1 exercisable, Is not a modi-
fication. However, a change, which ac-
celerates the time when the option is
first exercisable, or which provides more
favorable terms for the payment for the
stock purchased under the option, is a
modification. A mere change In the
terms of the option, with respect to the
number, kind, or price of the shares sub-
ject to the option, solely to reflect a
stock dividend or reorganization, such
as a recapitalization, Is not a modifica-
tion of the option, See § 1.421-4 (d)
for rules relating to the Issuance or
assumption of an option under section
421 (g) Where an option is amended
solely to Increase the number of shares
subject to the option, such Increase shall
hot be considered as a modification of
the option, but shall be treated as the
grant of a new option for the additional
shares.

(2) Any change in the terms of an
option for the purpose of qualifying the
option as a restricted stock optfon Is a
modification. For example, If an option
was granted to purchase for $80 a share
of stock, the fair market value of which
was $100 at such time, and If later the
option price Is Increased to $85 In order
to meet the requirement of section 421.
(d) (1) (A), such change is a modifica-
tion of the option, although the price is
increased. Accordingly, the option, de-
spite the change, Is not'a restricted stock
option if the fair market value of the
share Is more than $100 when the price
is Increased. However, if the terms of
an option are changed to provide that
the optionee cannot transfer the option
except by will or by the laws of descent
and distribution, such change Is not a
modification, provided the option Is at
the same time changed so that It Is not
exercisable after the expiration of ten
years from the date the option wns
granted.

(3) An extension of an option refers
to the granting by the corporation to the
optionee of. an additional period of time
within which to exercise the option be-
yond the time originally prescribed. A
renewal of an option is the granting by
the corporation of the same rights or
privileges contained In the original op-
tion on the same terms and conditions.
The rules of this paragraph apply as well
to successive modiltcatons, extensions,
and renewals.

(d) Assumption or substitution of re-
strzcted stock otions in connection with
certain corporate transactions. (1)
Where, by reason of a corporate trans-
action, as defined In this paragraph, the
employer corporation, or Its parent or
subsidiary corporation, assumes an exist-
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ing option, or issues a new option m
place of the old option, such assumption
or issuance is not a modification, if-

(1) The excess of the aggregate fair
market value of the stock sub3ect to the
option immediately after such assump-
tion or issuance over the aggregate op-
tion price is not more than the excess of
the aggregate fair market value of the
stock subject to the option immediately
before such assumption or issuance over
the aggregate option price, and

(i) Such assumption of the old op-
tion, or issuance of the new option, does
not give the optionee additional benefits
under the option.

For the purpose of this paragraph, the'
term "corporate transaction" means a
corporate merger, consolidation, pur-
chase or acquisition of property or stock,
separation, reorganization, or liquida-
tion. Thus, for this purpose, a "corpo-
rate transaction" includes a taxable
transaction (such as, a purchase of stock
or property for cash) and any corporate
reorganization (whether or not it comes
within the definition of such term m sec-
tion 368) and any corporate liquidation
(whether or not section 332 is appli-
cable).

(2) This paragraph provides rules
under which, in connection with a cor-
porate transaction, the new employer
corporation, or a parent or subsidiary
corporation thereof, may assume an ex-
isting restricted stock option or may issue
a new option in place of an existing re-
stricted stock option without having such
assumption or substitution considered to
be a modification of the option. This
paragraph is applicable, for example,
where the former employer is merged
into another corporation and the new
employer assumes the option granted by
the former employer, provided the re-
quirements of this paragraph are met.
However, this paragraph is applicable if,
and only if, by reason of the corporate
transaction the optionee is not there-
after an employee of the corporation
which granted the existing restricted
stock option or a parent or subsidiary of
such corporation. The assumption or
substitution may take place in accord-
ance with this paragraph at the time of
the corporate transaction, notwithstand-
ing that the option could still be exer-
cised m accordance with § 1.421-3 for a
period of three months thereafter. The
determination of the parent-subsidiary
relationship shall be made after the as-
sumption of- the old option or after the
issuance of the new obtion..

(e) Effect on qualification. A re-
stricted stock option may, as a result of
a modification, extension, or renewal,
thereafter cease to be a restricted stock
option, or any option may, by modifica-
tion, extension, or renewal, thereafter
become a restricted stock option.

(f) Examples. The rule states in sec-
tion 421 (e) may be illustrated by the
following examples:

Example (1). On June 1, 1954, the X
Corporation grants to an employee an option
to purchase 100 shares of the stock of X
Corporation at $90 per share, such option to
be exercised on or before June 1, 1956. At
the time the option Is granted, the fair
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market value of the X Corporation ct.e:l i3
C100 per share. On February 1, 1055, before
the employee exercle the option. X Corpo-
ration modifies the option to provide that
the price at which the employee may pur-
cnase the stock shall be CM per share. On
February 1, 1955. the fair market value of
the X Corporation stock is $90 per chare.
Under section 421 (e). the X Corporation is
deemed to have granted an option to the
employee on February 1. 1955. Unlcss the
value of the stock has substantially dcclined
making paragraph (b) (3) of thi section
applicable, such option shall be treated as
an option to purchase at C0 per share 100
shares of stock having a fair market value of
0100 per share, that Is, the higher of the
fair market value of the stock on Juno 1,
1954. and on February 1. 1955. The exerciso
of such option by the employee after Feb-
ruary 1, 1955, is not the exercice of a re-
stricted stock option.

Example (2). On June 1, 1054, the N
Corporation grants to an employee a re-
stricted stock option to purchaso 100 Lharc
of X Corporation stock at $90 per sh-are,
exercisable after December 31, 195, and on
or before June 1, 1956. On June 1. 1054, the
fair market value of X Corporation'a stocl:
Is $100 per share. On February 1, 1055, X
Corporation modifies the option to pro-Ado
that the option shall be exerciable on or
after February 1, 1955, and on or before
June 1, 1956. On February 1, 1035, the fair
market value of X Corporation stcl Is $110
per share. Under cection 421 (e), X Corpo-
ration Is deemed to have granted an option
to the employee on February 1. 1955, to pur-
chase at C90 per share 100 ahares of stock
having a fair market value of 0110 per share,
that is, the higher of the fai market value
of the stock on June 1,1954. and on Febru.ary
1, 1955. The exercise of such option by the
employee Is not the exercice of a reotricted
stock option.

Example (3). The facts are the same as
in example (1), except that the employee
exercised the option to the extent of W0
shares on January 15, 1955, before the date
of the modification of the option. Any ex-
ercie of the option after February 1, 1035,
the date of the modification, Is not the
exercie of a restricted stock option. See
example (1) in this paragraph. The exerciso
of the option on January 15, 1955, pursuant
to which 50 shares were acquired, is the ae-
ercize of a restricted stock option.

Example (4). On June 2, 1054, the X
Corporation grants to an employee an option
to purchase 100 shares of the stock of X
Corporation at $80 per share, such option
to be exercised on or before Juno 1. 1930.
At the time the option Is granted, the fair
market value of the X Corporation stock
is $100 per share. On February 1, 1955, be-
fore the employee exercises the option, the
x Corporation modifies the option to pro-
vide that the number of shares of stock
which the employee may purch=ao at 080
per share will be 250. On February 1. 1955.
the fair market value of the X Corporation
stock Is $90 per chare. Under thezo facts.
the X Corporation has granted two options,
one option (not a restricted rtock option)
with respect to 100 shares having been
granted on June 1. 1954, and the other option
(a restricted stock Option) with reapect to
the additional 150 shars having been
granted on February 1. 1955. In the ab-
sence of facts Identifying which option 13
exercised first, the employee wlU be deemed
to have exercised the options In the older
in which they were granted.

§ 1.421-5 Operation of section 421-
(a) Rules applicable to all restricted
stock options-(1) In general. If a
share of stock is transferred to an in-
dividual pursuant to his timely exercise
of a restricted stock option and Is not

disposed of by him within two years
from the date of the granting of the
option nor within six months after the
transfer of such share to him, then, un-
der section 421 (a)-

(I) No income shall result at the time
of the transfer of such share to the mdi-
vidual upon his exercise of the option
with respect to such share;

(11) No deduction under section 162
shall be allowable at any time to the
employer corporation of such individual
or its parent or subsidiary corporation,
or to a corporation which assumed or
issued the option under section 421 (g)
with respect to the share so transferred;
and

(iii) No amount other than the option
price shall be considered as received by
any of such corporations for the share so
transferred.
For the purpose of subdivisions (I), (i),
and (ill) of this subparagraph, each
share of stock transferred pursuant to a
restricted stock option is treated sepa-
rately. For example, if an Individual,
while employed by a corporation grant-
ing him a restricted stock option, exer-
cises the option with respect to part of
the stock covered by the option, and if
such individual exercises the balance of
the option more than three months after
leaving such employment, the applica-
tion of section 421 to the stock obtained
upon the earlier exercise of the option
Is not affected by the fact that the in-
come taxes of the employer and the in-
dividual with respect to the stock ob-
tained upon the later exercise of the
option are not determined under section
421.

(2) Holding period. The special rules
provided in section 421 (a) are not ap-
plicable if the individual disposes of the
share of stock within two years from the
date the option is granted or within si
months after the transfer of such share
to him. Section 421 is-not made inap-
plicable by a transfer within the 2-year
or 6-month period if such transfer is not
a dispositfon of the stock as defined in
subparagraph (3) of this paragraph, for
example, a trinser from the decedent;
to his estate or a'transfer by bequest or
inheritance. Similarly, a disposition by
the executor, administrator, heir, or
legatee is not a disposition by the dece-
dent. In case a restricted stock option
is exercised by the estate of the mdivid-
ual to whom the option Was granted, or
by a person who acquired the option by
bequest or inheritance or by reason of the
death of such individual, see paragraph
(d) of this section.

(3) Disposition of stock. (I) For the
purpoze of section 421, the term "dis-
position" includes a sale, exchange, gift,
or any transfer of legal title, but does not
include-

(a) A transfer from a decedent to his
estate or a transfer by bequest or inhen-
tance; or

(b) An exchange which occurs in a
taxable year of the optionee beginning
after December 31, 1953, and ending
after August 16,1954, and to which is ap-
plicable section 354, 355, 356, or 1036 (or
so much of se.tion 1031 as relates to see-

8543



PROPOSED RULE MAKING

tion 1036) or a corresponding provision
of the Internal Revenue Code of 1939; or

(c) A mere pledge or hypothecation.
However, a disposition of the stock pur-
suant to a pledge or hypothecation is a
disposition by the individual, even
though the making of the pledge or
hypothecation is not such a disposition.

(ii) If an individual exercises a re-
stricted stock option, a share of stock
acquired pursuant to such exercise is not
considered disposed of by the individual
if such share is taken in the name of the
individual and another person jointly
with right of survivorship, or is subse-
quently transferred into such joint own-
ership, or is retransferred from such
joint ownership to the sole ownership of
the individual. However, any termina-
tion of such joint ownership is a disposi-
tion of such share; except to the extent
that the individual reacquires ownership
of the share. For example, if such indi-
vidual and his joint owner transfer such
share to another person, the individual
has made a disposition of such share.
Likewise, if a share of stock held in the
joint names of such individual and an-
other person is transferred to the name
of such other person, there is a disposi-
tion of such share by the individuaL If
an individual exercises a restricted stock
option and a share of stock is transferred
to another or is transferred to such in-
dividual in his name as trustee for
another, the individual has made a dis-
position of such share.

(4) Examples. The rules of section
421 (a) may be illustrated by the follow-
ing' examples:

Example (1). On June 1, 1954, the X Cor-
poration grants to E, an employee, a restricted
stock option to purchase 100 shares of X Cor-
poration stock at $95 per share. On that
date, the fair market value of X Corporation
stock is $100 per share. On June 1, 1955,
while employed by X Corporation, E exercises
the option in full and pays X Corporation
$9,500, and on that day X Corporation trans-
fers to E 100 shares of its stock having a fair
market value of $12,000. Before June 1,
1956, E makes no disposition of the 100
shares so purchased. E realizes no income
on June 1. 1955, with respect to the transfer
to him of the 100 shares of X Corporation
stock. X Corporation is not entitled to any
deduction at any time with respect to its
transfer to E of the stock. E's basis for such
100 shares is $9,500.

Example (2). Assume, in: example (1),
that on August 1, 1956, two years and one
month after the granting of the option and
one year and one month after the transfer
of the shares to him, E sells the 100 shares
of X Corporation stock for $13,000, which is
the fair market value of the stock on that
date. For the taxable year in which the sale
occurs, E realizes a gain of $3,500 ($13,000
minus E's basis of $9,500), which is treatpd
as long-term capital gain.

Example (3). Assume, in example (2).
that on August 1, 1956, E makes a gift of the
100 shares of X Corporation stock to his son.
Such disposition results In no realization of
gain to E either for the taxable year in which
the option is exercised or the taxable year in
which the gift is made. E's basis of $9,500
becomes the donee's basis for determining
gain or loss.

Example (4). Assume, in example (1),
that on May 1, 1956, one year and 11 months
after the granting of the option and 11
months after the transfer of the shares to
him, E sells the 100 shares of X Corporation
stock for $13,000. The special rules of section

421 (a) are not applicable to ,the transfer of
the stock by X Corporation to E, because
disposition of the stock was made by E within
two years from the date the option was
granted. See paragraph (e) of this section
for the effect of a disqualifying disposition.

Example (5). Assume, in example (1),
that E dies on September 1, 1955, owning the
100 shares of X Corporation stock acquired
by him pursuant to his exercise on June 1,
1955, of the restricted stock option. On the
date of death, the fair market value of the
stock is $12,500. No income is realized by
E by reason of the transfer of the 100 shares
to his estate. If the stock is valued as of
the date of E's death for estate tax purposes,
,the basis of the 100 shares In the hands of
the executor is $12,500.

(b) Additional rules applicable where
the option przce zs between 85 percent
and 95 percent of the value of the stock-
(1) In general. (i) If all the conditions
necessary for the application of section
421 (a) exist, section 421 (b) provides
additional rules which are applicable in
cases where, at the time the restricted
stock option is granted, the option
price per share ixs less than 95 percent
(but not less than 85 percent) of the
fair market value of such share. In
such case, upon the disposition of such
share by the individual after the ex-
piration of the 2-year and the 6-month
periods, or upon his death while owning
such share (whether occurring before
or after the expiration of such periods),
there shall be included in the individ-
ual's gross Ancome as compensation
(and not as gain upon the sale or ex-
change of a capital asset) an amount
determined in the following manner.
If the option qualified under section,
421 (d) (1) (A) (i) (see § 1.421-1
(d) (2) (i)) such amount shall be the
amount, if any, by which the option price
is exceeded by the lesser of the fair
market value of the share at the time the
option was granted or the fair market
value of the share at the time of such
disposition or death. However, if the
option qualified under section 4M1 (d)
(1) (A) (ii) (see § 1.421-1 (d) (2) (11),
such amount shall be whichever of the
following amounts is lesser:

(a) The excess of the fair market
value of the share at the time of such
disposition or death over the price paid
under the option, or 1

(b) The excess of the fair market
value of the share at the time the option
was granted over the option price, com-
puted as if the option had been exercised
at such time.

The amount of such compensation
shall be included in the individual's
gross income for the taxable year in
which, the disposition occurs or for the
taxable year closing with his death,
whichever event results in the applica-
tion of section 421 (b)

(ii) The application of the special
rules provided in section 421 (b) shall
not affect the rules provided in section
421 (a), with respect to the individual
exercising the option, the employer
corporation, or its parent or subsidiary
corporation. Thus, notwithstanding
the inclusion of an amount as compen-
sation in the gross income of an individ-
ual, as provided in section 421 (b) no
income results to the individual at the
time the stoclf is transferred to him,

and no deduction under section 162 i9
allowable at any time to the employer
corporation or Its parent or subsidiary
with respect to such amount,

(ii) If the Individual exercises a re-
stricted stock option during his lifetime
and dies before the stock Is transferred
to him pursuant to his exercise of the
option, the transfer of such stock to the
individual's executor, administrator,
heir, or legatee Is deemed, f6r the pur-
pose of section 421, to be a transfer of
the stock to the individual exercising
the option and a further transfer by
reason of death fronf such Individual to
his executor, administrator, heir, or
legatee.

(2) Baszs. If the special rules pro-
vided in section 421 (b) are applicable
to the disposition of a share of stok by
an individual, the basis of such share
in the individual's hands at the time of
such disposition, determined under sec-
tion 1011, shall be Increased by an
amount equal to the amount Includible
as compensation In his gross income un-
der section 421 (b) If the special rules
provided in section 421 (b) are appli-
cable to a share of stock upon the death
of an individual, the basis of such share
in the hands of the estate or the person
receiving the stock by bequest or In-
heritance shall be determined under sec-
tion 1014, and shall not be Increased by
reason of the inclusion upon the deced-
ent's death of any amount In his gross
income under section 421 (b) See ex-
ample (9) of this paragraph with respect
to the determination of basis of the
share in the hands of a surviving Joint
owner.

(3) Examples. The operation of sec-
ilon 421 (b) may be Illustrated by the
following examples:

Example (1). On June 1, 1954, the X Cor-
poration grants to E, an employee, a re-
stricted stock option to purchase a share of X
Corporation's stock for $85. The fair marhect
value of the X Corporation stock on such
date is $100 per share. On June 1, 196, U
exercises the restricted stock option and on
that date the X Corporation transfers the
share of stock to E. On January 1. 1957, U
sells the share for $150, its fair market value
on that date. E makes his income tax roturit
on the basis of the calendar year. The in-
come tax consequences to t and X Corpora-
tion are as follows- (1) Compensation in the
amount of $15 is Includible in E's gros
incpme for 1957, the year of the dispositioln
of the share. The $16 represents the differ-
ence between the option price ($85) and the
fair market value of the share on the date
the option was granted ($100), since such
value is less than the fair market value Of
the share on the date of disposition ($150).
For the purpose of computing E' gain or
loss on the sale of the share, E's cost basis of
$85 is increased by $15, the Amount inoludl-
ble in E's gross income as compensation.
Thus, E's basis for the share Is $100. Since
the share was sold for $150, E realizes a gain
of $50, which is treated as long-term capital
gain; (ii) The X Corporation is entitled to
no deduction under section 162 at any time
with respect to the share transferred to V,

Example (2). Assume, In example (1),
that E sells the share of X Corporation stock
oh January 1, 1958, for $75, its fair market
value on that date. Since $76 Is less than
the option price ($85), no amount In respect
of the sale is Includible as compensation in
E's gross income for 1958. E's basis for
determining gain or loss on the sale is $85,
Since E sold the share for $75, E realized a
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loss of $10 on the sale, which loss Is treated
as a long-term capital loss.

Example (3). Assume; in example (1).
that the option provides that the option
price shall be 90 percent of the fair market
value of a share of the stock on the day the
option is exercised. On June 1, 1955, when
the option Is exercised, the fair market value
of the stock is $120 per share so that E pays
$108 for the share of stock. Compensation
in the amount of $10 Is includible in E's gross
income for 1957, the year of the disposition
of the share. This Is determined In the fol-
lowing manner. The excess of the fair mar-
ket value of the stock at the time of the
disposition ($150) over the price paid for
the share ($108) is $

4
2; and the excess of the

fair market value of the stock at the time
the option was granted ($100) over the option
price, computed as If the option had been
exercised at such time ($90), is $10. Accord-
ingly, $10, the lesser, is includible in gross
income. In this situation, E's cost basis of
$108 is increased by $10,.the amount includi-
ble in B's gross income as compensation.
Thus, E's basis for the share Is $118. Since
the share was sold for $150, E realizes a gain
of $32, which is treated as long-term capital
gain.

Example (4). Assume, in example (1),
that instead of seling the share on January
1, 1957, E makes a gift of the share on that
day. In such case, $15 is includible as com-
pensation in E's gross income for 1957. E's
cost basis of $85 is increased by $15, the
amount includible in E's gross income as
compensation. Thus, E's basis for the share
is $100. which becomes the donee's basis, as
of the time of the gift, for determining gain
or loss.

Example (5). Assume, in example (2).
that instead of selling the share on January
1. 1958, E makes a gift of the share on that
date. Since the fair market value of the
share on that day ($75) is less than the op-
tion price ($85), no amount in respect of the
disposition by way of gift is includible as
compensation in 's gross income for 1958.
E's basis for the share is $85, which becomes
the donee's basis, as of the time of the gift,
for the purpose of determining gain. The
donee's basis for the purpose of determining
loss, determined under section 1015 (a), is
$75 (fair market value of the share at the
date of gift).

Example (6). Assume, in example (1).
that after acquiring the share of stock on
June 1, 1955, E dies on August 1, 1956, at
which time the share has a fair market value
of $150. Compensation in the amount of
$15 is includible in B's gross income for the
taxable year closing with his death, such $15
being the difference between the option price
($85) and the fair market value of the share
when the option was granted ($100), since
such value Is less than the fair market value
at date of death ($150). The basis of the
share in the hands of E's estate is deter-
mined under section 1014 without regard to
the $15 includible in the decedent's gross
income.

Example (7). Assume, in example (6),
that E dies on August 1, 1955, at which time
the share has a fair market value of $150.
Although E's death occurred within two
years from the date of the granting of the
option and within six months after the
transfer of the share to him, the income tax
consequences are the same as in example (6).

Example (8). Assume the same facts as
in example (1) except that the share of stock
was issued in the names of E and his wife
jointly with right of survivorship, and ex-
cept that E and his wife sold the share on
June 15, 1956, for $150, its fair market value
on that date. Compensation in the amount
of $15 is includible in E's gross income for
1956, the year of the disposition of the share.
The basis of the share in the hands of B and
his wife for the purpose of determining gain
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or loss on the salo In 0100, that is, the cost of
085 increased by the amount of 015 includ-
ible as compensation in B'a Cr income.
The gain of C50 on the "lo I- treated au
-long-term capital gain. and is divided
equally between E and his wie.

Example (9). Assume the camo fact3 as
in example (1), except that the chare of stock
was Issued in the names of B and his wife
jointly with right of curvivorzhlp, and ex-
cept that E predccced his wifo on August 1,
1956, at which time the thare had a fair
market value of $f50. Compensation in the
amount of $15 Is includible in E's gro-s in-
come for the taxable year closing with his
death. See example (6). The basis of the
share In the hands of E's wife an survivor Is
determined under section 1014 without re-
gard to the 015 includiblo In the deccdent'a
gross income.

Example (10). Assume, in example (9),
that E's wife predccnced him on July 1,
1956. Section 421 (b) does not apply in
respect of her death. Upon the sub:cquent
death of E on August 1, 1950, the income tax
consequences in respect of E'a taxable year
closing with the date of his death, and in
respect of the basis of the share In the hands
of his estate, are the same as in example (0).
I E had sold the share on July 15. 1006
(after the death of his wile), for 01C0, Its
fair market value at that time, the income
tax consequences would be the sme as in
example (1).

(c) Acquisition of other stoc7,. (1)
Section 421 (c) provides that the special
rules stated in section 421 (a) and (b),
if applicable with respect to stock trans-
ferred to an individual upon his exerclse
of an option, shall likewise be applicable
with -respect to stock acquired by a dis-
tribution to which is applicable section
305, 354, 355, 356, or 1036 (or so much
of section 1031 as relates to section 1036)
or a corresponding provision of the In-
ternal Revenue Code of 1939. Stock so
acquired shall. for the purpose of section
421, be considered as having been trans-
ferred to the individual upon his exercise
of the option. A similar rule shall be
applied In the case of a series of such
acquisitions. 'With respect to such ac-
quisitions, section 421 (c) does not make
inapplicable any of the provisions of
section 305, 354, 355, 350, or 1036 (or so
much of section 1031 as relates to section
1036) Section 421 (c) Is applicable only
with respect to such acquisitions which
occur in any taxable year of the share-
holder which begins after December 31,
1953, and ends after August 16, 1954. As
to acquisitions occurring in earlier tax-
able years, see section 130A (0) of the
Internal Revenue Code of 1939.

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

Example. If. with respect to stock trans-
ferred pursuant to the timely exercise of a
restricted stock option, there Is a distribu-
tion of new stock to which section 305 (a)
Is applicable, and If there Is a disposition of
such new stock within two years after the
option was granted, such disposition mal:e3
section 421 inapplicable to the tranter of
the original stock pursuant to the exerc la of
the option to the extent that the dispo1tton
effects a reduction of the individual'a total
interest in the old and-new stocl Howover,
If the new stock, an well as the old sto%, Is
not disposed of within two years after the
option was granted, nor within clx months
after the transfer of the old stock pursuant
to the exercise of the option, section 421 Io
applicable.,
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(d) EZxercise alter death. (1) If a re-
stricted stock option Is exercised by the
estate of the individual to whom the op-
tion was Granted, or by any parson who
acquired such option by bequest or in-
heritance or by reson of the death of
such individual, and if such exercise oc-
curs in a taxable year of the estate or
of such person be.-inning after December
31, 1953, and ending after August 16,
1054, section 421 applies to such exer-
cise in the same manner as if such op-
tion had been exercised by such deceased
individual. Consequently, neither the
estate nor such person is required to in-
clude any amount in gross income as a
result of a transfer of stock pursuant to
such exercise of the option. Nor does
section 421 become inapplicable if such
executor, administrator, or person dis-
poses of the stock so acquired within two
years after the granting of such option or
within six months after the transfer of
the stock pursuant to the exercise of
such option. This exception as to the
applicability of section 421 does not af-
fect the applicability of section 1222,
relating to what constitutes a short-term
and long-term capital gain or loss. Sec-
tion 421 i- applicable even though such
executor, administrator, or person is not
employed by the corporation grantin
the option, or a parent or subsidiary
thereof, either when the option is exer-
cised or at any time. However, section
421 is not applicable to an exercise of
the option by the estate or by such per-
son, unless the individual to whom the
option was granted met the requirements
of § 1.421-3 (b) relating to the employ-
ment of such individual, either at the
time of his death or within three months
before such time. If the option is exer-
clsed by a person other than the execu-
tor or administrator, or other than a
person who acquired the option by be-
quest or inheritance or by reason of the
death of such deceased individual, se-
tjon 421 Is not applicable to the exercise.
For example, if the option is sold by the
estate, section 421 does not apply to an
exercise of the option by such buyer; but
if the option is distributed by the admin-
Istrator to an heir as part of the estate,
section 421 is applicable to an exercise of
the option by such heir.

(2) Any transfer by the estate,
whether a sale, a, distribution of assets,
or otherwise, of the stock acquired by
Its exercise of the option under this para-
graph Is a disposition of the stac'
Therefore, if section 421 (b) is appli-
cable, the estate must include an amount
as compensation in Its gross income.
Simiarl.y., if section 421 (b) is applicable
in case of an exercise of the option under
this paragraph by a person who acquirel
the option by bequest or inheritance or
by reason of the death of the individuel
to whom the option was granted, there
must be included in the gross income
of such person an amount as compeira-
tion, either when such person dispozes
of the stock, or when he dies owning the
stock.

(3) (1) If under section 421 (b) an
amount Is required to be included in the
ross income of the estate or of such

person, the estate or such person shall be
allowcd a c eduction az. result of the in-



PROPOSED RULE MAKING

clusion of the value of the restricted
stock option m the estate of the indi-
vidual to whom the option was granted.
Such deduction shall be computed under
section 691 (c) by treating the restricted
stock option as an item of gross income
in respect of a decedent under section
691 and by treating the amount required
to be included in gross income under
section 421 (b) as an amount included
in gross income under section 691 in
respect of such item of gross Income.
No such deduction shall be allowable with
respect to any amount other than an
amount includible under section 421 (b)
For the rules relating to the computation
of a deduction under section 691 (c)
see § 1.691 (c)-1.

(ii) The application of subdivision
(I) may be illustrated by the following
example:

Example. On June 1, 1953, E was granted
a restricted stock option to purchase for $85
one share of the stock of his employer. On
such day, the fair market value of such stock
was $100 a share. E died on February 1, 1954,
Without having exercised such option. The
option was, however, exercisable by his estate,
and for purposes of the estate tax was valued
at $30. On March 1, 1955, the estate exer-
cised the option, and on March 15, 1955,
sold for $150 the share of stock so acquired.
For its taxable year including March 15, 1955,
the estate Is required by section 421 (b) to
Include in its gross income as compensation
the amount of $15. During such taxable
year, no amounts of IncOme were properly
paid, credited, or distributable to the bene-
ficiaries of the estate. However, under sec-
tion 421 (d) (6) (B) the estate is entitled
to a deduction determined In the following
manner. E's estate includes no other items
of income in respect of a decedent referred
to in section 691 (a), and no deductions re-
ferred to in section 691 (b), so that the value
for estate tax purposes of the restricted stock
option, $30, is also the net value of all items
of income in respect of the decedent. The
estate tax attributable to the inclusion of
the restricted stock option in the estate of
E Is $10. Since $15, the amount includible
in gross income by reason of section 421 (b),
is less than the value for estate tax purposes
of the option, only 1%o of the estate tax
attributable to the inclusion of the option
in the estate Is deductible; that s, 20 of
$10, or $5. The estate realizes a capital gain
of $50 since the $15 which is included in the
gross income ,of the estate is added to the
$85 paid for the stock in determining the
basis of the stock, but the basis of the stock
is not Increased by reason of the inclusion
of the restricted stock option in the estate
(see section 1014 (d)). No deduction under
section 421 (d) (6) (B) is allowable with
respect to the $50 capital gain.

(e) Disqualifyzng disposition. The
disposition of-a share of stock, acquired
by the exercise of a restricted stock op-
tion, within two years after the granting
of the option or within six months after
the transfer of the share pursuant to
such exercise makes section 421 inappli-
cable to such transfer of the share. If
such disqualifying disposition occurs in
a taxable year of the individual which
begins after December 31, 1953, and ends
after August 16, 1954, the income attribu-
table to such transfer shall be treated by
the Individual as income received in the
taxable year in which such disposition
occurs. Similarly, if such disposition oc-
curs in a taxable year of the employer
which begins after December 31, 1953,
and ends after August 16, 1954, the de-

duction attributable to the transfer of
the share of stock pursuant to the exer-
cise of the option shall be allowable for
the taxable year in which such disposi-o
tion occurs. In such. cases, no amount
shall be treated as income, and no
amount shall be allowed as a deduction,
for the taxable year in which the stock
was transferred pursuant to the exercise
of the option. The extent to which such
deduction is allowable, though, shall be
determined as if such deduction was
claimed for the taxable year of the
transfer.

§ 1.421-6 Effective date. Sections
1.421-1 to 1.421-5, inclusive, shall be ap-
plicable to taxable years beginning after
December 31, 1953, and ending after
August 16, 1954, except as is otherwise
provided in such sections.
iF. R. Doc. 55-9281; Filed, Nov. 17, 1955;

8:48 a. m.]

DEPARTMENT OF THE INTERIOR
Bureau of Land Management

[43 CFR Part 115 1
REVESTED OREGON AND CALIFORNIA RAIL-

ROAD AND RECONVEYED COOS BA7-WAGON
ROAD GRANT LANDS IN OREGON

PERMITS FOR RIGHTS-OF-WAY FOR LOGGING
ROADS

Notice is hereby given that pursuant
to the authority vested in the Secretary
of the Interior by the act of August 28,
1937 (50 Stat. 874) and Revised Statutes
2478 (43 U. S. C. 1201) it is proposed to
issue regulations implementing the said
act of August 28, 1937, supra, so far as.
is necessary.

The proposed regulations are set forth
below.

Interested persons may submit in trip-
licate written comments, suggestions, or
objections with respect to the proposed
regulations or forms to the Bureau of
Land Management, Washington 25,
D. C., within 30 days from the date of
publication of this notice in the FEDERAL
REGISTER.

DOUGAS McKAY,
Secretary of the Intertor

NOVEM ER 10, 1955.
1. Section 115.166 (a) is amended to

read as follows:
§ 115.166 Agreements and arbitration

between permittee and licensee respect-
zng compensation payable by licensee to
permittee for use of road. (a) In the
event the United States exercises the
rights received from a permittee here-
-under to license a person to remove for-
est products over any road, right-of-way,
or lands of the permittee or of his suc-
cessor in interest,to the extent that such
matters are not covered by an agreement
under § 115.165, such licensee will be re-
quired to pay the permittee or his suc-
cessor in interest such compensation and
to furmsh him such security, and to
carry such liability insurance as the per-
mittee or his successor in interest and
the licensee may agree upon. If the
parties do not agree, then upon the writ-
ten request of either party delivered to
the other party, the matter shall be Te-

ferred to and finally determined by
arbitration in accordance with the pro-
cedures established by § 115.169. Dur-
ing the pendency of such arbitration
proceedings, the licensee shall be entitled
to use the road, right-of-way, or lands
involved upon lpayment, or tender there-
of validly maintained, to the permitteo
of an amount to be determined by the
authorized-officer and upon the furnish-
ing to the permittee of a corporate surety
bond in an amount equal to the differ-
ence between the amount fixed by the
authorized officer and the amount sought
by the permittee. The licensee shall
also, as a condition of use In such cir-
cumstances, maintain such liability In-
surance in such amounts covering any
additional hazard and risk which might
accrue by reason of the licensee's use of
the road, as the authorized officer may
prescribe.

2. Section 115.171 (b) Is amended to
read as follows:

§ 115.171 Payment to the United
States for road use. - * 0

(b) In addition, where the permIttee
receives a right to use a road constructed
or acquired by the United States, which
is under the administrative jurisdiction
of the Bureau of Land Management, he
will be required to pay to the United
States for the use thereof, except where
he transports forest products purchased
from the United States through the
Bureau, a fee to be determined by the
authorized officer who shall base his de-
termination upon the amortization of the
replacement costs for a road of the typo
involved, together with a reasonable In-
terest allowance on such costs, plus costs
of maintenance If furnished by the
United States and any extraordinary
costs peculiar to the construction or ac-
quisition of the particular road. In ar-
riving at the amortization Item, the
authorized officer shall take into account
the probable period of time, past and
present, during which such road may
be In existence and the volume of timber
which has been moved and the volume
of timber, currently merchantable,
which probably will be moved from all
sources over such road. The authorized
officer may fix the rate at which pay-
ments shall be made by the permittee
during his use of the road: Provided,
however That this paragraph shalln ot
apply-where payment for such road use
to another permittee Is required under
§§ 115.154 to 115.179. Provided further,
That where the United States is entitled
to charge a fee for the use of a road, the
authorized officer may waive such feo
if the permittee grants to the United
States and its licenses the right to use,
without charge, permittee's roads of up-
proximately equal value, taking Into ac-
count, In determining such values, the
proposed use of the roads.

3. Section 115.174 (a) Is amended by
adding at the end thereof two now sub-
paragraphs as follows:

§ 115.174 Terms and conditions of
permit. (a) As to all permits: Every
permittee shall agree: * * "

(10) Upon request of an authorized
officer, to submit to the Bureau within
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15 days with permission to publish the
detailed terms and conditions, including
the fee which the permittee will ask as
a condition of such licensee's use for the
removal of forest products over any road
or right-of-way which the United
States and its licensees have acquired a
right to use under § 115.162.

(11) To grant to the United States,
upon request of an authorized officer, in
lieu of the rights-of-way across legal
subdivisions g r a n t e d pursuant to
§ 115.162, such permanent easements on
specifically described locations as may
be necessary to permit the Bureau to
construct roads on such legal subdivi-
sions with appropriated funds: Pro-
vided, That at the time of the grant of
such permanent easements the Bureau
shall release, except for necessary con-
necting spur roads: the rights-of-way
across such legal subdivisions previously
granted: Provided further That if the
United States builds a road on such per-
manent easements it shall pay for any
timber of the permittee which is cut,
removed, or destroyed in accordance
with § 115.167. The authorized officer
shall waive the requirement under this
paragraph, however, if the permittee
makes a satisfactory showing to the au-
thorized officer that he does not own a
sufficient interest in the land to grant
a permanent easement, and that he has
negotiated therefor in good faith with-
out success. -
(28 Stat. 635. as amended, sec. 11, 39 Stat.
223, sec. 6, 40 Stat. 1181, sec. 5, 50 Stat. 875;
43 U. S. C. 956)

[F. R. Doc. 55-9269; Filed, Nov. 17, 1955;
8:45 a. m.]

DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service

[ 7 CFR Part 908 ]
[Docket No. AO-243-A1]

HANDLING OF MiLX IN CENTRAL AKANiSAS
MARKETING AREA

NOTICE OF HEARING ON PROPOSED ATMN-
SIENT TO TENTATIVE MIARKETING AGREE-
IIENT AND TO ORDER

Pursuant to the Agricultural Market-
ng Agreement Act of 1937, as amended
(7 U. S. C. 601 et seq.) and in accordance
with the applicable rules of practice and
procedure, as amended (7 OFR Part 900)
notice is hereby given of a public hear-
ing to be held in the Hearing Room, Fish
& Game Building, State Capitol, Little
Rock, Arkansas, beginning at 10:00 a. In.,
November 22, 1955.

The public hearing is for the purpose
of receiving evidence with respect to
emergency marketing conditions and the
proposed amendment hereinafter set
forth, or appropriate modifications
thereof, to the tentative marketing
agreement heretofore approved by the
Secretary of Agriculture and to the order
regulating the handling of milk in the
Central Arkansas marketing area. The
proposed amendment has not received
the approval of the Secretary of Agri-
culture.

By The Central Arkansas Producers
Association:

1. Amend § 908.51 (a) to provide for
an automatic adjustment of the Chass I
price based upon the supply-demand ad-
justment now provided in § 918.51 (a)
of the order regulating the handling of
milk in the Memphis, Tennessee marlket-
ing area.

2. Consider the need for emergency
action with respect to the proposal
stated above.

Copies of this notice of hearing and
the order now in effect may be procured
from the Hearing Clerk, Room 112, Ad-
ministration Building, United States
Department of Agriculture, Washington
25, D. C., or may be there inspected.

Dated: November 15, 1955.
[sEAL] Roy W. LIENmnTsoUr,

Deputy Administrator.
[F. R. DeC. 55-9302; Piled. Nov. 17, 1055;

8:52 a. m.]

[7 CFR Part 966]
[Docket No. AO-257-A1

HANDLING OF MI ni SHnnEvOrT,
LoUISIANA, ManET AnrA

NOTICE OF POSTPONEuNT AND SUPPLE-
TIENTAL NOTICE OF HEARING ON PROPOSED
ALIENDMIENTS TO TEITTATIVE zLUf=ING
AGREEV1ENT AND TO ORDER
Pursuant to the Agricultural Market-

ing Agreement Act of 1937, as qmended,
(7 U. S. C. 601 et seq.), and in accordance
with the applicable rules of practice and
procedure, as amended, (CFR Part 900),
notice is hereby given of the post-
pondment of a public hearing previously
scheduled to be held in Shreveport,
Louisiana, on November 21,1955 (20 F. R.
8336) The hearing will be held In the
State Exhibit Museum, 3015 Greenwood
Road, Shreveport, Louisiana, beginning
at 10:00 a. in., December 12, 1055.

In addition to the proposals contained
In the original notice of hearing which
was published in the FzDERm RMasrza
November 5, 1955, the following pro-
posals are to be considered:

By Parker's Dairy, HaynesvIlle, Loui-
siana:

8. Amend § 966.7 to read as follows:
§ 966.7 Distributing plant. "Distrib-

uting plant" means any plant from
which Class I milk is disposed during the
month throudh routes (including routes
operated by vendors) or through plant
stores to retail or wholesale outlets (ex-
cept fluid milk plants) located in the
marketing area.

By Sanitary Dairy Products, Inc.,
Minden, Louisiana:

9. Review § 966.41 (b) relative to
"shrinkage"

The proposed amendments have not
received approval of the Secretary of
Agriculture. Copies of this notice of
hearing and the order now in effect may
be procured from the market adminis-
trator, 3822 Llnwood Avenue, Shreve-
port, Louisiana, or the Hearing Clerk,
Room 112, Administration Building,
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United States Dapartment of Agricul-
ture, Washington 25, D. C., or may be
inspected there.

Dated: November 15, 1955.
[sr] Roy W. L---n;ArnTso:r,

Dmputy Admzzstrator.
[P. 1. D=, 55-9301; Filed. Nov. 17. 1955;

8:52 a. i.]

INTERSTATE COMMERCE
COMMISSION

[ 49 CFR Part 193 ]
[ER Parto No. MC-49]

CAnnrins ny 1fOron VEHICE; PARTS AND
AccrssonIEs NzCrss.ir.y For Ss=.
OPERATION

QUALIFICATIONS AND ZUAXIZhrI HOUrS OF
SERVICE OF EMIPLOYEES OF zOTOR CAR-
rtERS MID SAPn= OF OPEPATION AND
EQUIPZIES'T
At a General Session of the Interstate

Commerce Commission, held at its of-
fice in Washington, D. C., on the l0th
day of November A. 1). 1955.

It appearing that our continuing study
of the Motor Carrier Safety Regulations
and the effectiveness thereof indicates
the desirability In the public interest, of
Imposing at the earliest practicable date,
additional re-ulations with respect to
safegUards against parts failures In
motor vehicle bra-ing systems;

It further appearing that the mechan-
ical means for accomplishing the re-
suts sought have been sufficiently per-
fected to permit the imposition of
reasonable regulations with respect
thereto;

And It further appearing that by peti-
tion, dated September 3, 1954, fled by
the Brotherhood of Locomotive Fire-
men and Enginemen to which American
Trucking Associations, Inc., Private
Truck Council, f America, Inc., Na-
tional Association of Motor Bus Opera-
tors, Public Service Coordinated Trans-
port, Automobile M#anufacturers Asso-
elation, Inc., and National Automobile
Transporters Association, concurred in
by Ford Motor Company, filed replies,
petitioner seeks the institution of an
Investigation for the purpose of deter-
mining whether motor carriers (includ-
ng common carriers, contract carriers,
private carriers and so-called "exempt"
carriers under section 203 (b) of the
Interstate Commerce Act) in the inter-
est of public safety should be required
to install and maintain on every motor
vehicle equipment which would cause
the brakes on such vehicles to apply
automatically when a condition of loss
of braling power Is created from any
cause; and good cause appearing there-
for:

It is ordered, That pursuant to section
4 (a) of the Administrative Procedure
Act (60 Stat. 237, 5 U. S. C. 1003) notice
Is hereby given of the Commission's pro-
posal to adopt and prescribe the follow-
ing reguation as an addition to the
Motor Carrier Safety Regulations,
adopted April 14, 1952, as amended (49
CFR Parts 190-197) (09 Stat. 546, as
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amended; 49 U. S. C. 304) The pro-
posed regulation is as follows:

§ 193.53 Safeguards against parts
failure. Every motor vehicle, the date
of manufacture of which is subsequent
to September 30, 1956, and every motor
vehicle in use after March 31, 1957, if
used in a combination of motor vehicles
shall, except as otherwise provided in
this rule, have its service braking system
so designed, constructed, and maintained
as to provide that failure of any part
thereof shall not prevent the effective
application of brakes on more than one
axle of the combination except that the
front axle brakes of the towing vehicle
need not be included in the protected
group. The braking system shall be sub-
ject to the driver's control at all times
by means of the controls which are used
in the application of the service brakes,
except as provided in these regulations
with respect to automatic brake applica-
tions. Application of towed-vehicle
brakes shall be, and application of tow-
ing-vehicle brakes may be, automatic in
the event of failure of the source of brak-
ing power on the towing vehicle or of
the means of applying the brakes, but
the system shall not be arranged to per-
mit automatic brake application on the
towing vehicle without brake application

on the towed vehicle or vehicles, nor to
permit automatic brake application on
the foremost axle of the towing vehicle
in. any event. Neither the design, con-
struction, nor installation of the protec-
tive features necessary for compliance
with this rule shall be such as to InterA
fere with the normal operation of the
service brakes under any circumstances.
This rule shall not be so construed as to
reqire all wheels of all vehicles to be
provided with brakes, where provision to
the contrary is made in § 193.42 or
§ 193.48, nor to constitute an exception
to the requirement for automatic brak-
ing of towed vehicles in the event of
breakaway contained in § 193.43, nor to
constitute an exception to the require-
ments of § 193.48 regarding operative
condition of vehicle brakes.

It is further ordered, That interested
persons may, on or before January 3,
1956, submit written statements contain-
ing data, views, or arguments, verified
under oath by a person having knowl-
edge of such data, views, or arguments;
and that thereafter consideration will
be given to the proposed rule or some
revision thereof in the light of the state-
ments which may be submitted.

It is further ordered, That one signed
copy and 14 additional copies of such
statements be furnished for the use of

the Commission by mailing to the Secre-
tary of the Interstate Commerce Com-
mission, Washington, D. C. No oral
hearing is pontemplated, but any request
for such hearing shall be supported by
an explanation as to why the evidence to
be presented cannot reasonably be sub-
mitted in the form heretofore provided.
The Commission, thereafter, will deter-
mine whether or not assignment of the
matter for oral hearing Is necessary or
desirable.

It is further ordered, That the said
petition, except to the extent'that the
relief sought therein Is provided by the
rule proposed herein, be, and it Is hereby,
denied.

And it is further ordered, That notice
of this proposed rule shall be given to
motor carriers, other persons of interest,
and to the general public by depositing
a copy thereof In the Office of the Secre-
tary of the Interstate Commerce Com-
mission, Washington, D. C., and by filing
a copy with the Director, Division of the
Federal Register.

By the Commission.

[SEAL] HAROLD D. McCoy,
Secretary,

iF. n. Dce. 55-9273; Filed, Nov. 17. 1955:
8:40 a. ma.]

NOTICES

DEPARTMENT OF COMMERCE
Civil Aeronautics Administration

[Amdt. 8]
ORGANIZATION AND FUNCTIONs
MISCELLANEOUS ALTENDMENTS

In accordance with the public mfor-
Ination requirements of the Administra-
tive Procedure Act, the description of
the Organization and Functions of the
Civil Aeronautics Administration is
hereby amended by (1) adding the
Deputy Administrator -as a principal
officer of the Office of the Administrator,
(2) defining the functions and respon-
sibilities of the Deputy Adminstrator,
(3) deleting the Executive Staff Division
and Technical Staff Division of the Office
of Aviation Safety, and (4) deleting the
Executive Staff Division of the Office of
Federal Airways.

1. Section 11 (b) (1) published in 20
F R. 2202 of April 7, 1955, is amended to
read:

(1) Office of the Administrator, which
includes the-

(i) Immediate Office of the Admmis-
trator.

(i) Office of the Deputy Administra-
tor.

(iII) Office-of the Assistant Adminis-
trator for Administration.

(iv) Office of the Assistant Adminims-
trator for Operations.

(v) Office of the Assistant Adminis-
trator for Planning, Research, and
Development.

(vi) Office of the Executive Assistant.

2. Section 14, published in 20 F. R. 2202
of April 7, 1955, is amended by renum-
bering subsections (b) (2) through (b)
(5) as (b) (3) through (b) (6) respec-
tively, and inserting a new subsection
(b) (2) to read as follows:

(2) The Deputy Administrator assists
the Administrator in- perfornng the
functions and exercismg the powers, au-
thorities, and discretions vested in the
Administrator- exercises general super-
vision on behalf of the Administrator
over all Washington Offices and field
organizations of the Civil Aeronautics
Administration; and performs such other
duties and assignments as the Adminis-
trator may prescribe.

3. Section 15 (h) published in 19 F R.
2099 of April 10, 1954, and renumbered
as 15 (g) in 20 F. R. 2202 of April 7, 1955,
is amended by deleting '!Executive Staff
Division, Technical Staff Division"

4. Section 15 (i) published in 19 F R.
2099 of April 10, 1954, and renumbered
as 15 (h) in 20 F. R. 2202 of April 7, 1955,
is amended by deleting "Executive Staff
Division"

This amendment shall become effective
November 1, 1955.

[SEAL] F B. LEE,
Administrator of Civil Aeronautics.

Approved:

SINcLAiR WEExS,
Secretary of Commerce.

IF. R. Doe. 55-9296; lied, Nov. 17, 1955;
8:50 a. m.]

FARM CREDIT ADMINIS-
TRATION

INVITATION To BID ON SURETY BOND
Notice is hereby given to all companies

holding certificates of authority from
the Secretary of the Treasury as accept-
able sureties on Federal bonds, that the
Farm Credit Administration will accept
sealed bids beginning November 17, 1955,
on a position schedule bond covering
approximately 40 of its officers and em-
ployees. Copies of the invitation to bid,
service requirements, the bond, and the
schedule of positions to be bonded may
be obtained by phoning or writing to
Joseph Kudlack, Room 0456 South Build-
ing, USDA, Washington 25, D. C., Phone
RE 7-4142, extension 4219. Bids are to
be opened at 2 p. m., e. s. t., on December
15, 1955.

[sEAL] A. T. ESOATE,
Acting Governor

IF. R. Doec. 55-9270; Filed, Nov. 17, 1055;
8:45 a..m.l

DEPARTMENT OF LABOR
Wage and Hour Division
[Administrative Order 450]

SPECIAL INDUSTRY COMMITTEES,
PUERTO Rico

NOTICE OF RESIGNATION AND APPOINTMENT
OF REPRESENTATIVES

Mr. Emiliano Pol of Pueblo V1eJo,
Puerto Rico, having resigned as a repre-
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sentative of the employers on Special In-
dustry Committees Nos. 18-A, 18-B, and
18-D for Puerto Rico, the Secretary of
Labor, pursuant to authority under the
Fair Labor Standards Act of 1938, as
amended (52 Stat. 1060, as amended; 29
U. S. C. 201 et seq.) hereby appoints Mr.
Frank Besosa of San Juan; Puerto Rico,
to serve in his stead as a representative
of the employers on such Committees.
The prior appointments of both Mr. Pol
and Mr. Besosa, to serve as employer rep-
resentatives on Special Industry Com-
mittee No. 18-C are not affected by this
order.

Signed at Washington, D. C., this 14th
day of November 1955.

JAM1ES P. MITCHELL,
Secretary of Labor

IF. R. Doc. 55-9280; Fied, Nov. 17. 1955;
8:47 a. m.]

FEDERAL COMMUNICATIONS
COMMISSION

[DocketNos. 11055, 11056; FCC 55M-9461

AIRcAL, INC., AND TELEPHONE ANSwERING
SERVICE

ORDER CONTINUING HEARING

In re applications of Aircall, Inc.,
Detroit, Michigan, Docket No. 11055, File
No. 744-C2-P-54; John W -Bennett, d/b
as Telephone Answering Service, Flint,
Michigan, Docket No. 11056, File No.
276-C2-P-54; for, construction permits
for one-way signaling stations in the
Domestic Public Land Mobile Radio
Service.

The Hearing Examiner having under
consideration the above-entitled pro-
ceeding;

It appearing that a short continuance
of the hearing herein is necessary to
accommodate the Hearing Examiner's
calendar;

It is ordered, This 10th day of Novem-
ber 1955, on the Hearing Examiner's own
motion, that the hearing now scheduled
for November 16, 1955, is continued until
November 30, 1955, at 10:00 a. In.

FEDERAL COMUNICATIONS
Cot ISION,

[sEAL] MARY JANE MORRIS,
Secretary.

[F. R. Dec. 55-9290: Fied, Nov. 17, 1955;
8:49 a. m.]

[Docket No. 11300; FCC 55M-947]

ALLEMM-Y-KISKI BROADCASTING CO.
(WKPA)

STATEIENT OONCERNInG HEARING COXNER-
ENCE AND ORDER SCHEDULING HEARING

In re application o Allegheny-iskl
Broadcasting Co. (WKPA), New Ken-
smgton, Pennsylvania, Docket No. 11300,
File No. BP-9546; for construction
permit.

1. A hearing conference was held
herem,-before the Hearing Examiner, on
October 26, 1955, to consider matters
connected with new issues added by the
Commission's order of October 12, 1955.

2. Agreements were reached among
No. 225---3
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the parties and were stated on the rec-
ord, as reflected in the transcript which
is incorporated herein by reference.
Such agreements are found to be accept-
able and approved by the Hearing Ex -
aminer. They Include the following
subjects:

(a) Exchange of direct case, in writ-
ing, covering all matters which any party
desires to introduce on its original
affirmative showing concerning the new
issues, on or before November 10, 1955
(Tr. 29)

(b) Notification, on or before Novem-
ber 28, 1955, as to which witnesses par-
ties desire to be presented for cross-
examination (Tr. 29)

(c) Omission of further conference
before hearing (TV. 29, 46)

(d) Hearing schedule for December 5,
1955, at 10:00 a. in. (Tr. 29).

(e) Limitation of evidence to be ad-
duced under issues 3 and 4: program
service rendered by Station WWVA
limited primarily tWcomposite weeks and
descriptive material of not too great
magnitude relating to special programs
within last two years (Tr. 30-31)

3. The timeliness of a request for n-
formation under Section 1.841 (e) was
discussed, and parties indicated they did
not desire a time limit to be specified at
that-time (Tr. 43-45)

4. The scope of issue number 3 was
discussed, and It was agreed by the
parties that the Hearing Examiner
should rule on the evidence as It was
offered and should not attempt to rule
on the scope of that Issue at the hearing
conference (Tr. 32-46)

it zs ordered, This 10th day of Novem-
ber 1955, that the foregoing agreements
and requirements shall govern the course
of the proceeding to the extent indicated,
unless modified by the Hearing Ex-
aminer for cause or by the Commission
upon review of the Hearing Examiner's
ruling; and hearing herein is scheduled
to be held on December 5, 1955, at
10:00 a. m.

FEDERAL COinUIICATIoS
CoLaussioN,

[SEL] MA Y JANE Monnis,
Secretary.

[F. R. Doe. 55-9291: FIled, Nov. 17, 19535;
8:49 a. m.]

[Docket No. 11469 etc.; FCC 55L-9211

ROLLINs BROADCASTING, INC., ET AL.
STATEUENT AID ORDER SCHEDULING HIEfI.G

In re applications of Rollins Broad-
casting, Inc., Indianapolis, Indiana,
Docket No. 11469, File No. BP-9414;
Jules J. Paglin & Stanley W. Ray, Jr., d/b
as OK Broadcasting Company, Indian-
apolis, Indiana, Docket No. 11470, File
No. BP-9473; Charles N. Cutler and Earl
T. Herzog, d/b as Wireless Broadcasters,
Franklin, Indiana, Docket No. 11471, File
No. BP-9494, Wabash-Peru Broadcast-
ing Company, Inc. (WARU) Peru, Indi-
ana, Docket No. 11472, File No. BP-9731;
Twin Valley Broadcasters, Inc. (WTVB),
Coldwater, Michigan, Docket No. 11473,
File No. BP-9732; for construction
permits.

Appearances. Leonard H. Marks and
Paul Dobin, on behalf of Rollins Broad-
casting, Inc., Leo Resnick; on behalf of
Wireless Broadcaster.; John H. Midlen,
on behalf of Wabash-Peru Broadcasting
Company, Inc. (WARU) and Twn
Volley Broadcasters, Inc. (VTVB) and
Thomas B. Fitzpatrick, on behalf of the
Chief, Broadcast Bureau, Federal Com-
munications Commission.

1. Pursuant to sections 1.813 and 1.841
(c) of the Commission's rules, as
amended, the first session of the initial
pre-hearing conference in the above-
entitled proceeding was held on Septem-
ber 21, 1955, and the second session was
held on October 21, 1955, in the offices of
this Commiksion, Washington, D. C.
The names of the parties attending and
participating in the September 21, 1955,
Session, as well as certain dates which
were tentatively set therein for the tak-
ing of several procedural steps involved
n this proceeding, were set forth in a

Statement and Order subsequently
issued by the undersigned Hearing Ex-
aminer on September 28, 1955. The
October 21, 1955, session of this pre-
hearing conference was attended by
counsel for all of the parties listed above
under the heading "Appearances"

2. At the opening of the second session
of this pre-hearing conference on Oc-
tober 21, 1955, the Hearing Examiner
stated that on October 19, 1955, he had
been advised by telephone by Mr. D. F.
Prince, attorney for OX Broadcasting
Company (Docket No. 11470), that he
was about to file a petition on behalf of
his client to dismi the application of
that party from the instant proceeding
and had therefore decided not to appear
at this conference. (The Commission's
records disclose that a petition to dismiss
the application of OK Broadcasting
Company was subsequently filed on
October 24, 1955, and that as yet no
action has been taken thereon.) Radio
St. Clair, Inc. (WDDG), Respondent, was
not represented by counsel at this second
session.

3. As indicated in the Hearing Exam-
iner's Statement and Order of Septem-
ber 28,1955, Mr. John H. Midien, Counsel
for Wabash-Peru Broadcasting Com-
pany, Inc. (WARU) and Twin Valley
Broadcasters, Inc. (WTVB), did not par-
ticipate in the September 21, 1955, ses-
sion of this pre-hearing conference due
to the fact that he was confined to his
home by Illness. At this session a few
agreements were reached and procedures
established governing the hearing, sub-
Ject to subsequent consent thereto by
Mr. MIdien on behalf of his clients. At
the October 21, 1955, session of the pre-
hearing conference Mr. MIdien stated on
the record that he agreed to these stipu-
lations and procedures. He further
stated, hol;ever, that he had previously
filed with the Commission a petition re-
questing reconsideration and grant of the
application of Twin Valley Broadcasters,
Inc. (WTVB), Coldwater, Michigan
(Docket No. 11473) and was considen
filing a similar petition requesting re-
consideration and grant of the applica-
tion of Wabash-Peru Broadcasting Com-
pany, Inc. (WARU) (Docket No. 11472)
(The Comminsion's records disclose that
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a petition was filed for reconsideration
and grant of the application of Twin
Valley Broadcasters, Inc. (WTVB) on
October 14, 1955, and that a supplement
thereto was filed on November 2, 1955.
To date no action has been taken on this
petition) The following procedures
were established at the two sesisons of
the initial pre-hearing conference: (1)
No letters will be received in evidence,
offered for the purpose of proving the
facts contained therein, if objections are
raised to their admission on the ground
that it would be in violation of the
hearsay rule; (2) no evidence will be
admitted which is hearsay in character
concerning the past operation of existing
broadcast stations owned or operated by
applicanta in this proceeding and the
facts concerning such operation must be
proved either by the presentation of wit-
nesses at the hearing, the taking of their
depositions, the production of properly
authenticated program logs and other
competent evidence; (3) all of the par-
ties stipulated that formal proof will not
be required for the purpose of authenti-
cating contracts offered in evidence but
do not waive any of their rights to object
to the admission of such contracts on
the ground that they may be lacking in
relevance or materiality, (4) each ap-
plicant will be required to appropriately
identify its exhibits by name and to
number such exhibits, beginning with
the number "1"- (5) the hearing will
begin on the application with the lowest
docket number, namely that of Rollins
Broadcasting, Inc. (Docket No. 11469)
to be followed by the remaining applica-
tions in consecutive order of their docket
numbers; and (6) with respect to each
application, the affirmative case will be
presented in its entirety'and the cross-
examination of witnesses will be com-
pleted before proceeding to take evidence
on the next application; however, fol-
lowing the presentation of evidence on
these applications all parties to the pro-
ceeding will be allowed a reasonable
period, if desired, for the preparation
and presentation of rebuttal evidence,
including the taking of depositions for
this purpose.

4. Pursuant to discussions between the
parties, with the approval of the Hearing
Examiner, it was agreed, that the date
now set for the presentation and ex-
change of the affirmative written cases
by the parties to the proceeding, namely,
November 10, 1955, will be retained, ex-
cept With respect to the applications of
Wabash-Peru Broadcasting Company,
Inc. (WARU) and Twin Valley Broad-
casters, Inc. (WTVB) that written re-
quests by parties to the proceeding for
information from opposing parties con-
cermng the cost of construction and
operation of the proposed station or
other information relevant to their pro-
posals, as- authorized under section
1.841 (e) of the Commission's rules, as
amended, must be served on such oppos-
ing parties on or before November 21,
1955; that the final pre-hearing confer-
ence, required under sectioii 1.841 (c)
supra, shall be held on November 29,
1955; and that the date for the com-
mencement of the hearing and the tak-

NOTICES

Ing of testimony shall be December 12,
1955.

5. Counsel for Wabash-Peru Broad-
casting Company, Inc. (WARU) stated
on the record that he would submit the
affirmative written case of that applicant
on November 10, 1955, unless prior to
that date he files a petition for recon-
sideration and grant of that application,
showing the acceptance of mutual inter-
ference by both the said applicant and
Rollins Broadcasting, Inc., which would
be expected to result from the grant of
their proposals and supported by a com-
plete engineering study m exhibit form
on this subject. Thereupon, the Hear-
ing Examiner ruled, with the consent of
all parties to the proceeding, that with
respect to Wabash-Peru Broadcasting
Company, -Inc. (WARU) and Twin Val-
ley Broadcasters, Inc. (WTVB) if either
or both of those parties have pending
before the Commission petitions to re-
consider and grant their respective
applications upon which no action has
been taken, they will not be required to
submit their affirmative cases in writihg
on November 10, 1955, and that such
cases may be presented for the first time
on the date now set for the commence-
ment of the taking of testimony, namely,
December 12, 1955.

In accordance with the foregoing: .t
is ordered, This 4th day of November
1955, that unless subsequently modified
upon an appropriate showing of good
cause, the procedures set forth herein
shall govern the hearing; that, with the
exceptions noted above, the affirmative
written cases of the applicants shall be
presented and exchanged on or before
November 10, 1955" that written requests
by parties for information from oppos-
ing parties, as authorized under section
1.841 (e) supra, shall be served upon
such opposing parties on or before No-
vember 21, 1955; that the final pre-hear-
ing conference required under section
1.841 (c) supra, shall be held on No-
vember 29, 1955; and that the hearing
shall begin on December 12, 1955.

FEDERAL COMMUNICATIONS
CoMruIssIoN,

[SEAL] MARY JANE MORRIS,
Secretary.

[F R. Doc. 55-9292; Filed, Nov. 17, 1955;
8:50 a. m.]

[Docket No. 11474, 11475; FCC 55M-949]

NORTHERN INDIANA BROADCASTERS, INC.,
AND ST. JOSEPH VALLEY BROADCASTING
CORP.

ORDER SCHEDULING HEARING
In re applications of Northern Indiana

Broadcasters, Inc., South Bend, Indiana,
Docket No. 11474, File No. BP-9602; St.
Joseph Valley Broadcasting Corporation,
Mishawaka, -Indiana, Docket No. 11475,
File No. BP-9778; for construction
permits.

The Hearing Examiner having under
consideration a petition filed November
4, 1955, by Northern Indiana Broad-
casters, Inc., applicant In Docket 11474,
requesting that a specified date be an-

nounced for the start of the hearing In
the above-entitled profeeding; and

It appearing that the hearing was
originally scheduled to commence on
October 12, 1955, but that it was con-
tinued at the request of St. Joseph Valley
Broadcasting Corporation with the con-
currence of counsel for all parties; and

It further appearing that there are no
objections to specifying a date certain
for the commencement of the hearing
and that such a date should be specified:

It is ordered, This the 10th day of
November 1955, that the hearing in the
alove-entitled proceeding Is scheduled
to begin on December 19, 1955,

It is further ordered, That a pre-hear-
ing conference pursuant to the provi-
sions of Section 1.813 of the Commis-
sion's Rules will be held Friday, Novem-
ber 18, 1955.

FEDERAL COMIIUNICATIONS
COMMISSION,

[SEAL] MARY JANE MORRIS,
Secretary.

[F. R. Doc. 55-9203: Filed, Nov. 17, 1055;
8:50 a. m.]

[Docket No. 11530, FCC 6514-950]
JAMEs W MILLER

ORDER SCHEDULING HEARING
In re application of James W Miller,

Milford, Massachusetts, Docket No.
11530, File No. BP-9878; for construction
permit.

It is ordered, This 10th day of Novem-
ber 1955, that Thomas H. Donahue Will
preside at the hearing in the above-
entitled proceeding which Is hereby
scheduled to commence on January 0,
1956, in Washington, D. C.

Released: November 14, 1955.
FEDERAL COMMUNICATIONS

COMMISSION,
[SEAL] MARY JANE MORRIS,

-- Secretary.
JF. R. Doc. 55-9294; Filed, Nov. 17, 196

8:60 a. m.]

[Docket No. 11531, FCC 55M-951

SANFORD A. SCHAFITZ
ORDER SCHEDULING HEARING

In re application of Sanford A.
Schafltz, Lorain, Ohio, Docket No. 11531,
File No. BP-9934; for construction
permit.

It is ordered, This 10th day of Novem-
ber 1955, that Hugh B. Hutchison will
preside at the hearing In the above-
entitled proceeding which Is hereby
scheduled to commence on January 0,
1956, in Washington, D. C.

Released: November 14, 1955.
FEDERAL COIMIUNICATIONS

COMMISSION,
[SEAL] MARY JANE MORRIS,

Secretary.

[F. R. Doc. 55-9205: Filed, Nov. 1'7, 195;
8:50 a. m.]



Friday, November 18, 1955

DEPARTMENT OF DEFENSE
Office of the Secretary

SECRETARIES OF THE MILITARY DEPART-
mENTS, AND DIRECTOR, OFFICE OF AD-

MiNISTRATIVE SERVICES, OFFICE OF TiM
SECRETARY OF DEFENSE

DELEGATION OF AUTHORITY RE PURCHASE
OF BONDS TO COVER CIVILIAN OFFICERS
AND EMPLOYEES AND 1ILITARY PERSON-
NEL OF THE DEPARTMENT OF DEFENSE
The duthority vested in the Secretary

of Defense as head of the Department
in Public Law 323, 84th Congress (5
U. S. C. 1003) approved August 9, 1955,
and Regulations of the Department of
the Treasury (31 CFR Part 226) is
hereby delegated to the Secretaries of
the military departments with respect
to such departments and to the Direc-
tor, Office of Administrative Services,
with respect to the Ofice, Secretary of
Defense, pursuant to authorities con-
tamed in the National Security Act,
1947, as amended. Such authority may
-be redelegated to the extent required for
dffective alnmistration.

C. E. WILSON,
Secretary of Defense.

NOVEMBER 14, 1955.

[. R. Doe. 55-9282; Filed, Nov. 17, 1955;
8:48 a. m.]

ASSISTANT SECRETARY OF DEFENSE (SUPPLY
AND LOGISTICS)

DFLEGATION OF AUTHORITY WITH RESPECT
TO CERTIFICATION OF CONSTRUCTION, RE-
PLACEMENT OR REACTIVATION OF BAKERIES,
LAUNDRIES OR DRY-CLEANING FACILITIMS

By virtue of the authority vested in
the Secretary of Defense by section 202
(f) of the National Security Act of 1947,
as amended, and section 5 of the Re-
organization Plan No. 6 of 1953, there is
hereby delegated to the Assistant Secre-
tary of Defense (Supply and Logistics)
the authority to determine and certify
in writing, with reasons therefor, that
service furnished by bakery, laundry or
dry-cleaning facilities are not obtainable
from commercial sources at reasonable
rates. The-purpose of such certification
is to meet the restrictions upon the use
of appropriated funds for the construc-
tion, replacement, or reactivation of any
bakery, laundry or dry-cleaning facility
which are imposed by (a) section 604,
Second Supplemental Appropriation Act,
1952 (65 Stat. 765) (b) section 804, Sup-
plemental Appropriation Act, 1953 (66
Stat. 647) (c) section 804, Supplemental
Appropriation Act, 1954 (67 Stat. 429)
(d) section 736, Department of Defense
Appropriation Act, 1955 (68 Stat. 357)
(e) section 905, Supplemental Appro-
priation Act, 1955 (68 Stat. 821) (f) sec-
tion 632, Department of Defense Appro-
priation Act, 1956 (69 Stat. 320) and
(gT section 305, Supplemental Appropri-
ation Act, 1956 (69 Stat. 454) or which
may be similarly imposed by future stat-
utes. Requests for such authorizations
as may be required for the construction
or replacement of such facilities, or for
the apportionment of funds therefor or

for the reactivation of such facilitiep,
will continue to be submitted in accord-
ance with established procedures.

The Assistant Secretary of Defene
(Supply and Logistics) may not redele-
gate the authority contained herein.

Delegation of authority published at
19 F. R. 6834 is hereby superseded and
cancelled.

C. E. WMsON,
Secretary of Defense.

'NOVEMBER 14, 1955.
[P. R. Doc. 55-9283; Filed, N ov. 17, 1955;

8:48 a. m.]

FEDERAL POWER COMMISSION
[Docket No. G-C4 etc.]

GRAGG OIL AND GAS CO. ET AL.

NOTICE OF APPLICATIONS AND DATE
OF HEARIG

NOVEMDER 14, 1955.
In the matters of Gragg Oil and Gas

Company, Docket No. G-4964; Cox Oil
and Gas Company, Docket No. G-4965;
Dougherty Oil and Gas Company, Docket
No. G-4966; Newlon Oil and Gas Com-
pany, Docket No. -:4968; Simons Oil
and Gas Company, Docket No. G-4969;
Byrd Oil and Gas Company, Docket No.
G-4974.

Take notice that there have been filed
with the Federal Power Commision
applications for certificates of public
convenience and necessity, pursuant to
section 7 of the Natural Gas Act, author-
izmg the sale of natural gas in interstate
commerce for resale, subject to the Juris-
diction of the Commission, all as more
fully represented in the respective appli-
cations on file with the Commission, and
open to public inspection.

The above-named Applicants produce
and sell natural gas in interstate com-
merce to Carnegie Natural Gas Company
for resale, as indicated in the following
tabulation:
Docket No., Name of Applicant, and Location

G-4964; Gragg Oil and Gas Company;.GU-
mer County, W. Va.

G-4965; Cox Oi and Gas Company; litchlo
County, W. Va.

G-4966; Dougherty Oil and Gas Company;
Ritchie County, W. Va.

G-4968; Newlon Oil and Gas Company;
Ritchie County, W. Va.

G-4969; Slmons Oil and Gas Company,
Ritchie County. W. Va.

G-4974; Byrd O1 and Gas Company;
Ritchie County, W. Va.

These related matters should be heard
on a consolidated record and disposed
of as promptly as possible under the ap-
plicable rules and regulations and to
that end.

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 on Decem-
ber 20, 1955, at P:45 a. m., e. s. t., in a
hearing room of the Federal Power Com-
mission, 441 G Street NW., Washington,
D. C., concerning the matters involved
in and the issues presented by such ap-
plications: Provided, however, That the

Cornm on may, after a noncontested
hearing, dispose of the proceedings
pursuant to the provisions of section 1.30
(c) (1) or (c) (2) of the Commission's
rules of practice and procedure. Under
the procedure herein provided for, unless
otherwise advised, it will be unnecessary
for Applicants to appear or be repre-
sented at the hearing.

Protests or petitions to intervene may
be filed with the Federal Power Commis-
sion, Washington 25, D. C., in accord-
ance with the rules of practice and pro-
cedure (18 CFR 1.8 or 1.10) on or before
December 1, 1955. Failure of any party
to appear at and participate in the
hearing shall be construed as waiver of
and concurrence In omission herein of
the intermediate decision procedure in
cases where a requeSt therefor is made.

(srAL] LZON M. FUQUAY,
Secretary.

Jr. R. Doec. 55-9275; Piled. Nov. 17, 1955;
8:47 a. m.1

[Dachet 11o. G-7912, etc.]

VAI CAM- OIL AND GAS Co. ET AL.

IIOTCZ OF APPLICATION AND DAT Or
HEARING

Novrrxss 14, 1955.
In the matters of Van Camp Oil & Gas

Company, Docket No. G-7912; LewIs Oil
& Gas Company, Docket No. G-7915;
John Metro and Joseph Pulaski, Docket
No. G-7917; McCall Drilling Company,
nc., Docket Nos. G-7944 through

G-7957, inclusive, G-4960 through
G--'957, inclusive.

Take notice that there have been filed
with the Federal Power Commission ap-
plications for certificates of public
convenience and necessity pursuant to
section 7 of the Natural Gas Act, author-
izing the respective Applicants to sell
natural gas in interstate commerce for
resale and render service as hereinafter
described subject to the 3urisdiction of
the CommissLon, all as more fully rep-
resented in their respective applications
on file with the Commission, and open
for public inspection.

The above-named Applicants produce
and sell natural gas in interstate com-
merce for resale as indicated b-low"
Applicant and Docrket; Purch'acr and SaZ3

Date; Fi-ld; County and State
Van Camp 01 & Gao Company. (G-7912);

Gcdfrey L. Cabot. Inc. (G-5-52); Sherman
Dlotrlct; Calhoun, W. Va.

LeILs 01 & Gas Company (C-7915);
Penov a Inter-.st (2-2G-52); Uurphy D-trict;
Ritchie. W. Va.

John Mfetro r- Jo:eph Pulaskd (G-7917);
Zlew Yorl State TNatural Gas Corp. (2-2T-54);
Driftwovod Field; Cameron, W. Va.

McCaU Drilling Company. Inc. (G-7944);
Godfrey L. Cabot, Inc. (4-14-31); Sherman
District: Calhoun, W. Va.

McCall Drilling Company. Inc. (G-7045);
Godfrey L. Cabot. Inc. (5-5-32); DIlaalb Diz-
trlct; Gilmer. W. Va.

mcCall Drilling Company, Inc. (G-94Gt;
Godfrey L. Cabot. Inc. (10-7-32); Center
District; Gilmer. W. Vs.

McCall Drlling. Company, Inc. (G-7947);
Godfrey L. Cabot. Inc. (10-7-32); Center
Distrlct; Gilmer, W. Va.
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McCall Drilling Company, Inc. (G-7948);
Godfrey L. Cabot, Inc. (11-25-32); Sherman
District;. Calhoun, W. Va.

McCall Drilling Company, Inc. (G-7949);
Godfrey L. Cabot, Inc. (10-7-33); Sherman
District; Calhoun, W. Va.

McCall Drilling Company, Inc. (G-7950);
GOffrey L. Cabot, Inc. (5-1-34); Center Dis-
trict; Gilmer, W. Va.

McCall Drilling Company, Inc. (C-7951);
Godfrey L. Cabot, Inc. (1-3-35); Sherman
District; Calhoun, W. Va.

McCall Drilling Company, Inc. (G-7952);
Godfrey L. Cabot, Inc. (12-23-37)" Sherman
District; Calhoun, W. Va.

McCall Drilling Company, Inc. (G-7953);
Godfrey L. Cabot, Inc. (3-27-46) * Reedy Dis-
trict; Wirt, W. Va.

McCall Drilling Company, Inc. (G-7954);
Carnegie Natural Gas Company (7-3-36);
Clay District; Ritchie, W. Va.

McCall Drilling Company, Inc. (Q-7955);
Carnegie Natural Gas Company (7-6-37)-
Glenville Ind. District; Gilmer, W. Va.

McCall Drilling Company, Inc. (G-7956);
Carnegie Natural Gas Company (10-25-37);
DeKalb, Murphy Districts; Gilmer, W. Va.

McCall Drilling Company, Inc. (G-7957);
Carnegie Natural Gas Company (5-5-41);
Center District; Gilmer, W. Va.

McCall Drilling Company, Inc. (0-7960);
Equitable Gas Company (10-6-21); "Toy Dis-
trict; Glmer, W. Va.

McCall Drilling Company, Inc. (G-7961)-
Equitable Gas Company (4-20-23) Glenville
District; Gilmer, W. Va.

McCall Drilling Company, Inc. (0-7962)-
Equitable Gas Company (10-10-35); Union
District; Ritchie, W. Va.

McCall Drilling Company, Inc. (G-7963);
Equitable Gas Company (2-20-42), Free-
man's Creek District; Lewis, W. Va.

McCall Drilling Company, Inc. (G-7964);
Equitable Gas Company (2-20-42); Free-
man's Creek District; Lewis, W. Va.

McCall Drlllin Company, Inc. (0-7965) $

Equitable Gas Company (2-20-42), Troy Dis-
trict; Gilmer, W. Va.

McCall Drilling Company, Inc. (G-7966)-
Equitable G3a Company (9-13-29); Free-
man's Creek District; Lewis, W. Va.

McCall Drilling Company, Inc. (0-7967);
Equitable Gas Company (6-18-51)' Collins
Settlement District; Lewis, W. Va.

These reldted matters should be heard
on a consolidated record and disposed
of as promptly as possible under the ap-
plicable rules and regulations and to
that end:

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 Commision's rules of practice and
procedure, a hearing will be held on De-
cember 20, 1955, at 9:30 a. in., e. s. t.,
in a hearing room of the Federal Power
Commission, 441 G Street, NW., Wash-
ington, D. C., concerning, the matters
involved in and the issues presented by
such applications: Provwded, however
That the Commission may, after a non-
contested hearing, dispose of the pro-
ceedings pursuant to the provisions of
section 1.30 (c) (1) or (c) (2) of the
Commission's rules of pfactice and pro-
cedure. .Under the pxocedure herein
provided for, unless otherwise advised,
it will be unnecessary for Applicants to
appear or be represented at the hearing.

Protests or petitions to intervene may
be filed with the Federal Power Com-
mission, Washington 25, D. C., in accord-
ance with the rules of practice and pro-
cedure (18 CFR 1.8 or 1.10) on or before
December 1, 1955. Failure of any party

NOTICES

to appear at and participate in the hear-
ing shall be construed as waiver of and
concurrence in omission herein of the
intermediate decision procedure in cases
where a request therefor is made.

[SEAL] LEON M. FuQUAy,
Secretary.

[P R. Doc. 55-9276; Filed, Nov. 17, 1955;
8:47 a. m.]

[Docket Nos. G-1142, G-2019, 0-1508, 0-

2074, G-2210, 0-2220, G-23781

UNITED GAS PIPE LINE Co.

NOTICE OF ORDER MODIFYING DECISION

NOVEMBER 14, 1955.
Notice is hereby given that on Novem-

ber 8, 1955, the Federal Power Commis-
sion issued its order adopted November
2, 1955, modifying decision of Presiding
Examiner and affirming decisions as so
modified in the above-entitled matters.

[SEAL] LEON M. FUQUAy,
Secretary.

iF R. Doc. 55-9277; Filed, Nov. 17, 1955;
8:47 a. in.]

[Docket Nos. G-5258, G-8487]

TRANSCONTINENTAL GAS PIPE LINE CORP.

NOTICE OF ORDER APPROVING PROPOSED RATE
SETTLEMENT

NOvEzMBER 14, 1955.
Notice is hereby given that on Novem-

ber 7, 1955, the Federal Power Commis-
sion issued its orcer adopted November
2, 1955, approving proposed rate settle-
ment in the above-entitled matters.

[SEAL] LEON M. FUQUAy,
Secretary.

[F. n. Doc. 55-9278; Filed, Nov. 17, 1955;
8:47 a. m.]

[Docket No. ID-11751

DON B. POTTER
NOTICE OF ORDER AUTHORIZING APPLICANT

TO HOLD CERTAIN POSITIONS

NOVEMBER 14, 1955.
Notice is hereby given that on Novem-

ber 7, 1955, the Federal Power Commis-
sion issued its order adopted November
2, 1955, authorizing applicant to hold
certain positions pursuant to section 305
(b) of the Federal Power Act in the
above-entitled matter.

[SEAL] LEON M. FuQUAY,
Secretary.

IF. R. Mec. 55-9279; Filed, Nov. 17, '1955;
8:47 a. in.]

HOUSING AND HOME
FINANCE AGENCY

Public Housing Administration

DELEGATIONS OF FNAL AUTnORITY

MISCELLANEOUS AMENDMENTS

Section II, Delegations of Final Au-
thority, is amended as follows: -

1. Paragraph A is amended to read as
Xolows:

A. Powers delegated in this section
may not be redelegated. However, they
may be exercised by an officer or em-
ployee designated to serve in an "Acting"
capacity during the absence from duty
of the official to whom the powers are
delegated. Any officer or employee to
whom powers are delegated in this sec-
tion is authorized to designate any officer
or employee under his supervision to
serve In an "Acting" capacity, for periods
not exceeding 30 days, during his ab-
sence; except that a Field Office Director
is authorized to make such a designation
only for periods of absence during which
both designees set forth in Section I are
also absent.

2. Paragraph G 3 Is amended to read
as follows:

3. To execute or approve contracts and
amendments thereto for the' purchase
and rental of equipment and supplies,
for the rental of space, for the purchase
of services other than personal services,
and for the sale or transportation of
personal property.

Assistant Commissioner for Admthistra-
tion.

Director, Property and Services Branch.
3. Paragraph E 10 is hereby revoked.

Date approved: November 10, 1955.
[SEAL] CHARLES E. SLUSSEn,

Commissioner
IF. R. Doec. 65-9271; Viled, Nov. 17, 1955:

8:46 a. m.]

SECURITIES AND EXCHANGE
COMMISSION
[File No. 812-9701

GAS INDUSTRIES FUND, INC.

NOTICE OF FILING OF APPLICATION FOR EX-
EMPTION FROM PROVISIONS CONCERNINo
PURCHASE OF SECURITIES DURING EXIST-
ENCE OF UNDERWRITING SYNDICATE

NOVEMBER 14, 1955.
Notice is hereby given that Gas In-

dustries Fund, Inc. ("Gas Industries"),
a registered open-end diversified invest-
ment company, has filed an application
pursuant to section 10 f) of the Invest-
ment Company Act of 1940 ("act") for
an order of the Commission exempting
from the provisions of section 10 f) of
the act the proposed purchase by Gas
Industries of not more than 10,000 shares
of the -common stock of Colorado Inter-
state Gas Company ("Colorado") dur-
ing the existence of the underwriting
syndicate mentioned below.

The application states that The First
Boston Corporation ("First Boston") ex-
pects to be among a group of principal
underwriters which plans to sell by
public offering 256,503 shares of out-
standing common stock of Colorado now
owned by Public Service Company of
Colorado; that James H. Orr, one of the
four directors of Gas Industries, is also
a director of; and therefore an affiliated
person of, First Boston; and that Gas
Industries considers it desirable to be in
a position to purchase not more than
10,000 shares of Colorado common stock
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during the public offering in order to
have reasonable assurance of being able
to obtain a substantial block of shares
and to avoid the possibility of a higher
price after the underwriting syndicate
has dissolved.

Section 10 -(f) of the act provides,
among other things, that no registered
investment company shall knowingly
purchase or otherwise acquire, during
the existence of any underwriting or
selling syndicate any security (except a
security of which such company -is the
issuer) a principal underwriter of which
is a person of which a director of such
registered investment company is an
affliated person, unless the Commission
by order upon application grants an ex-
emption therefrom. The application
states that since a director of Gas In-
dustries is an affiliated person of an
investment banking organization which
is part of the principal underwriting
group, the proposed purchase is subject
to the provisions of section 10 (f)

It is represented that the directors of
Gas Industries have authorized the pur-
chase by Gas Industries of not exceeding
10,000shares of common stock of Colo-
rado from underwriters or members of
the selling group, if any, other than First
Boston, except to the extent that First
Boston might be included if.a purchase
were to be made from Union Securities
Corporation (the representative of the
principal underwriters) for the account
of the several underwriters.

Colorado, a Delaware corporation,
owns and operates a natural gas pipeline
system for the production, purchase,
gathering, transportation and sale of
natural gas. Its general area of supply
includes fields in Texas, Kansas, Okla-
homa and Colorado, and its pipeline sys-
tem extends from such supply areas to
Denver, Colorado.

The application states that if Gas In-
dustries were to purchase 10,000 shares
of common stock of Colorado, it would
acquire approximately 3.9 percent of the
total contemplated offering, and assum-
ing a purchase price of $60 a share (the
proposed maximum offering price set
forth in the preliminary prospectus of
Colorado) the aggregate purchase price
would represent an investment of $600,-
000 or approximately 1.6 percent of the
total assets of Gas Industries as of
November 4, 1955.

It is represented that the proftosed
purchase by Gas Industries is consistent
with its stated investment policies.

Notice is further given that any in-
terested person may, not later than
November 28, 1955, at 5:30 p. m., submit
to the Commission in writing any facts
bearing upon the desirability of a hear-
ing on the matter and may request that
a hearing be held, such request stating
the nature of his interest, the reasons
for such request and the issues, if any,
of fact or law proposed to be contro-
verted, or he may request that he be
notified if the Comission should order
a hearing thereon. Any such com-
munication or request should be ad-
dressed: Secretary, Securities and Ex-
change Commission, Washington 25,
D. C. At any time after said date, the
application may be granted as provided

FEDERAL REGISTER

in Rule N-5 of the Rules and Reulatlonz
promulgated under the Act.

By the Commission.

ISEAL] ORVAL L. DuBow,
Secretary.

[P. R. Doc. 55-9274; Filed, Nov. 17, 1035;
8:46 a. m]

DEPARTMENT OF JUSTICE
Office of Alien Property

BERTHA BECEER ET AL.
NOTICE OF INTENTION TO RETURN VESTED

PROPERTY
Pursuant to section 32 (W of the Trad-

ing With the Enemy Act, as amended,
notice is hereby given of intention to
return, on or after 30 days from the date
of publication hereof, the following
property, subject to any increase or de-
crease resulting from the admini tra-
tion thereof prior to return, and after
adequate provision for taxes and con-
servatory expenses:
Claimant. Claim No., Property, and Location

Bertha Becker, Los Angeles. California,
Sall (a/k/a Salomon) Baum. Vlleurbanne,
France Joachim He:s, Lfnnchester, England,
Manfred Hess, Haifa, Israel, Claim No. 24102.
Vesting Order No. 1042; 081524 In the Treas-
ury of the United States, payable as follows:
one-third (%) to Bertha Becer. one-third
(%) to.SaIU (a/k/a Salomon) Baum. one-
sixth (%) to Joachim He-' and one-naith
(I) to Manfred He=.

Executed at Washington, D. C., on
November 8, 1955.

For the Attorney General.
[SEAL] PAUL V. lynou,

Deputy Director
Office of Alien Property.

[F. n. Dec. 55-9287; Filed, Nov. 17, 1055;
8:49 a. n.]

CLARA Hnncmr
NOTICE OF INTENTION TO RETURN VEST

PROPERTY
Pursuant to section 32 (f) of the Trad-

ing With the Enemy Act, as amended,
notice is hereby given of intention to
return, on or after 30 days from the date
of publication hereof, the following
property, subject to any increase or de-
crease resulting from the administration
thereof prior to return, and after ade-
quate provision for taxes and conserva-
tory expenses:
Claimant, Claim No., Property, and Location

Clara Hinkel, nee Bicsinger. Aursburg,
Germany, Claim No. 40303, Vesting Order
6487; % of $8,453.91 In the Treasury of the
United States.

Executed at Washington, D. C., on
November 8, 1955.

For the Attorney General.

[SEAL] PAUL V. MyROll,
Deputy Director,

Offlce of Alien Property.
[F. R. DoC. 55-9288; Filed, NOV. 17, 1055;

8:49 a. mn]
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WnILLUm DOUGLAS No.u

oTIcE o: IO En=,TIo TO rX 2r.N 'ETED
FROPERTT

Pursuant to section 32 (f) of the
Trading With the Enemy Act, as
amended, notice is hereby given of in-
tention to return, on or after 30 days
from the date of publication hereof, the
following property, subject to any in-
crease or decrease resulting from the
administration thereof prior to return,
and after adequate provision for taxes
and conservatory expenses:
Claimant, Claim No. Property, and Location

William Dzuglas Nloar, Chauny (Aisne),
France, Claim No. 61325, Vesting Order No.
1707: 01,302.19 In the Tretaury oF the United
Statc3.

Executed at Washington, D. C., on
November 9, 1955.

For the Attorney General.

[SEAL] PAUL. V. MYIRON7,
Deputy Director

Office of Alien Property.

[P. I- Doe. 1,-9289; Piled. Nov. 17. 1955;
8:49 a. =n]

INTERSTATE COMMERCE
COMMISSION

FouRTH SECTInO APPLICATIONS rom

Novnuszn 15, 1955.
Protests to the granting of an applica-

tion must be prepared in accordance with
Rule 40 of the General Rules of Practice
(49 CFR 1A0) and filed within 15 days
from the date of publication of this no-
tice in the FEDEAL REGISTER.

LONG-AND-SHORT HAUL

FSA No. 31304: Merchandise from
Detroit. Zlich., to Tennessee. Filed by
H. R. Hlinsch. Agent, for interested rail
carriers. Rates on merchandise, viz..
freight, all kinds, carloads from Detroit,
=ich.. to Glencliff and Nashville, Tenn.

Grounds for relief: Short-line dis-
tance formula and circuity.

Tariff: Agent Hlnsch's tariff L C. C.
No. 4685.

FSA No. 31305: Iron or steel pzpe z
the Southwest. Filed by F C.Kratzmelr,
Agent, for interested rail carrers. Rates
on pipe, wrought iron or steel, carloads
from, to, and between points in south-
western territory.

Grounds for relief: Short-line dis-
tance formula, circuity, and grouping.

Tariff: Supplement 10 to Agent Kra-tz
melr's L C. C. No. 4171.

FZA No. 31306: Slag from Tennessee to
Belton, Tex. Filed by F. C. Kratzileir,
Agent, for interested rail carriers. Rates
on slag, carloads from 1t. Pleasant and
Slglo, Tenn.. to Belton, Texas.

Grounds for relief: Short-line distance
formula and circuity.

Tariff. Supplement 39 to Agent Kratz-
mers L C. C. No. 4135.

FSA No. 31307: MJotor-rail rates, Mis-
souri-Hansas-Texas R. R., et al. Filed
by Mliddlewest Motor Freight Bureau,
Agent, for interested rail and motor car-
riers. Rates on Highway truck trailers,
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loaded and empty, on flat cars between
St. Louis, Mo., and Dallas, Texas.

Grounds for relief: Motor carrier
competition.

Tariff: Supplement 30 to Middlewest
Motor Freight Bureau Tariff MF-I. C. C.
No. 223.

PSA No. 31308: Coke from Illinois to
Keokuk, Iowa. Filed by R. G. Raasch,
Agent, for interested rail carriers. Rates
on coke, coke breeze, coke dust or coke
screenings, carloads from Lockport and
Joliet, Ill., to Keokuk; Iowa.

Grounds for relief: Barge-competition.
Tariff: Supplement 37 to Agent

Raasch's I. C. C. 767.
FSA No. 31309: Rubber tires from Ohio

to Lower Misszsszppt River Crossings.

NOTICES

Filed by H. R. Hinsch, Agent, for Inter-
ested rail carrierS. Rates on tires, rub-
ber, pneumatic and parts, carloads from
Toledo, Middletown, and Sebring, Ohio
to Memphis, Tenn., Baton Rouge, New
Orleans, North Baton Rouge, La., and
Natchez, Miss.

Grounds for relief: Circuity.
Tariff: Supplement 89 to Agent

Hinsch's I. C. C. 4367.
FSA No. 31310: Petroteum products

from Panama City, Fla., to Alabama.
Filed by R. E. Boyle, Jr., Agent, for in-
terested rail carriers. Rates on petro-
leum products, carloads from Panama
City, Fla., to Alabama City and Gadsden,
Ala.

Grounds for relief: Circuity.
Tariff: Supplement 228 to Agent C. A.

Spaninger's I. C. C. No. 1253.
FSA No. 31311. Cereal foods from

Battle Creek, M I ., to Mobile, Ala,
Iled by R. E. Boyle, Jr., Agent, for In-

terested rail carriers. Rates on cereal
food preparations, carloads from Battle
Creek, Mich., to Mobile, Ala.

Grounds for relief: Circuity.
Tariff: Supplement 89 to Agent

Hinsch's I. C. C. No. 4367.
By the Commission.
[SEAL] HAnOLD D. McCoy,

Secretary.
IF. n. Doc. 05-0272; Flied, NoV. 17, 1955;

8:46 a. i.]


