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TITLE 3-THE PRESIDENT
PROCLAMATION 3100

FuRTHR MoDIFZcATIoN or TRM--AGRE-
EE CoNcEssIoN ON ALSINE CLovrE

SEE

BY THE PRESMENT or Tm uNrE STATES

OF AMERICA

A PROCLAMATION

1. WHEREAS, pursuant to the au-
-thority vested in me by section 350 of
the Tariff Act of 1930, as amended, and
by section 7 (c) of the Trade Agreements
Extension Act of 1951, as amended, on
June 30, 1954, I issued Proclamation No.
3059 (19 F R. 4103) modifying item 763
of Part I of Schedule XX (original) an-
nexed to the General Agreement on Tar-
iffs and Trade so as to provide that not
more than 1,500,000 pounds of alsike
clover seed described m the said item 763
entered, or withdrawn from warehouse,
for consumption during the 12-month
period beginning July 1, 1954, should be
,dutiable at 2 cents per pound and that
any such seed not subject to the rate of
2 cents per pound should be dutiable at 6
cents per pound;

2. WHEREAS, on July 14, 1954, I di-
rected the United States Tariff Comms-
sion to continue its investigation under
section 7 of the Trade Agreements Ex-
tension Act of 1951, as amended, with
regard to alsike clover seed, and to sub-
mit to me a supplementary report indi-
cating whether the Comnnssion consid-
ered the continuation of the tariff quota
referred to in, the previous recital beyond
June 30, 1955, to be necessary to prevent
or remedy the serious injury to the do-
mestic jdustry concerned which was re-
ported to me by the Commission on May
21, 1954, to exist by reason of increased
imports of such seed;

3. WBHEREAS, on April 28, 1955, the
United States Tariff Commission re-
ported to me that as a result of its con-
tinued investigation, including a public
hearing, it has found that the continu-
ation beyond June 30, 1955 of a modified
tariff quota on alsike clover seed is nec-
essary to prevent or remedy the serious
injury to the domestic industry con-
cerned;

4. WHEREAS section 350 (a) (2) 'of
the Tariff Act of 1930, as amended, au-
thorizes the President to proclaim such

modification of existing duties and such
additional import restrictions as are re-
quired or appropriate to carry out any
foreign trade agreement that the Presi-
dent has entered into under the said
section 350 (a), and

5. WHEREAS I find that the further
modification of the concession granted
in the said General Agreement with re-
spect to alsike clover seed described in
the said Item 763 to permit the applica-
tion to such seed of the duty treatment
hereinafter proclaimed is necessary to
prevent serious injury to the domestic
industry producing the like or directly
competitive product, and that upon
such further modification of the said
concession it will be appropriate to carry
out the said General Agreement to apply
to alsike clover seed the duty treatment
hereinafter proclaimed:

NOW, T=REFORE, I, DWIGHT D.
EISENHOWER, President of the United
States of America, acting under the au-
thority vested in me by section 350 of the
Tariff Act of 1930, as amended, and by
section 7 (c) of the Trade Agreements
Extension Act of 1951, as amended, and
in accordance with the provisions of the
said General Agreement, do proclaim-

(a) That the provision In the said Item
763 *with respect to alsike clover seed
shall be further modified during the
period July 1, 1955 to June 30, 1957,
both dates inclusive, to read as follows:
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(b) That during the period July 1,
1955 to June 30, 1957. both dates inclu-
sive, alsike clover seed described in the
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said item 763, as modified by paragraph
(a) above, shall be subject to the rates
of duty specified in the said item 763 as
so modified.

Proclamation No. 2761A of December
16, 1947, as amended and supplemented,
is modified accordingly during the pe-
nod July 1, 1955 to June 30, 1957, both
dates mclusive.

INTITNESS WHEREOF, I have here-
unto set my hand and caused the seal
of the United States of America to be
affixed.

DONE at the City of Washington this
29th day of June in the year of our Lord

nineteen hundred and fifty-five,
[sEAL] and of the Independence of the

United States of America the
one hundred and seventy-ninth.

DWIGHT D. ErsExHowER
By the President:

JOHN POSTER DULLES,
Secretary of State.

[F R. Doc. 55-5446; Flied, July 1, 1955;
12:05 p. ni.]

PROCLAMATION 3101

flour, and rye meal are practically cer-
tain to be imported into the United
States after June 30, 1955, under
such conditions and in such quantities
as to render or tend to render ineffec-
tive, or materially interfere with, the
prce-support program undertaken by
the Department of Agriculture with re-
spect to rye pursuant to sections 301 and
401 of the Agricultural Act of 1949, as
amended, or to reduce substantially the
amount of products processed In the
United States from domestic rye with
respect to which such program of the
Department of Agriculture is being un-
dertaken;

WHEREAS, on May 20, 1955, I caused
the United States Tariff Commisslon to
make an investigation under the said
section 22 with respect to this matter;

WHEREAS the said Tariff Commission
has made such Investigation and has
reported to me Its findings and recom-
mendations made in connection there-
with;

WHEREAS, on the basis of the said
investigation and report of the Tariff
Commission, I find that rye, rye flour,
and rye meal, in the aggregate, are
practically certain to be imported Into
the United States after June 30, 1955,
under such conditions and in such quan-
tities as to interfere materially with and
to tend to render ineffective the said
price-support program with respect to
rye, and to reduce substantially the
amount of products processed In the
United States from domestic rye with
respect to which said price-support pro-
gram is being undertaken; and

WBEREAS I find and declare that the
imposition of the quantitative limita-
tions hereinafter proclaimed is shown by
such investigation of the Tariff Commis-
sion to be necessary in order that the
entry, or withdrawal from warehouse,
for consumption after June 30, 1955, of
rye, rye flour, and rye meal will not
render ineffective, or materially interfere
with, the said price-support pro.ram:

NOW, THEREFORE, I, DWIGHT D.
EISENHOWER, President of the United
States of America, acting under and by
virtue of the authority vested In me by
the said section 22 of the Agricultural
Adjustment Act, as amended, do hereby
proclaim that-

(1) the total aggregate quantity of
rye, rye flour, and rye meal which may
be entered, or withdrawn from ware-
house, for consumption In each of the

12-month periods beginning July 1 in
1955 or In 1956 shall not exceed
186,000,000 pounds, of which not more
than 15,000 pounds may be in the form
of rye flour or rye meal, which permis-
sible total quantities I find and declare
to be proportionately not less than 50
per centum of the total quantity of such
rye, rye flour, and rye meal entered, or
withdrawn from warehouse, for con-
sumption during the representative pe-
riod July 1, 1950, to June 30, 1953, in-
clusIve, and

(2) during each such 12-month pe-
riod, of the foregoing permissible total
quantity not more than 182,280,000
pounds shall be Imported from Canada.
and not more than 3,720,000 pounds shall
be imported from other foreign
countries.

The provisions of this proclamation
shall not apply to certified or registered
seed rye for use for seeding and crop-
improvement purposes, in bags tagged
and sealed by an officially recognized
seed-certifying agency of the country of
production, if-

(a) the individual shipment amounts
to 100 bushels (of 56 pounds each) or
less, or

(b) the Individual shipment amounts
to more than 10O bushels (of 56 pounds
each) and the written approval of the
Secretary of Agriculture or his desig-
nated representative Is presented at the
time of entry, or bond Is furnished in a
form prezcribed by the Commissioner of
Customs In an amount equal to the value
of the merchandise as set forth in the
entry, plus the estimated duty as deter-
mined at the time of entry, conditioned
upon the production of such written ap-
proval within six months from the date
of entry.

IN WITNESS WHEREOF, I have here-
unto set my hand and caused the seal of
the United States of America to be
affixed.

DONE at the City of Washington this
29th day of June in the year of our Lord

nineteen hundred and fifty-
[sn=L3 five, and of the Independence of

the United States of America
the one hundred and seventy-ninth.

DVWIGH D. EzssMMowsu
By the President:

Jomn Fosr= DULLS,
Secretary of State.

IF. n. Dc. 55-5447; Filed, July 1, 1955;
12:05 p. m.]

IIPOSING A QUOTA ON IMPORTS OF RYE,
RYE FLOUR, AND RYE MEAL

BY THE PREsIDENT OF THE UNITED STATES

OF AMERICA

A PROCLAMATION

WHEREAS, pursuant to section 22 of
the Agricultural Adjustment Act, as
added by section 31 of the act of August
24, 1935, 49 Stat. 773, reenacted by sec-
tion 1 of the act of June 3, 1937, 50 Stat.
246, and as amended by section 3 of the
act of July 3, 1948, 62 Stat. 1248, section
3 of the act of June 28,1950, 64 Stat. 261,
and section 8 (b) of the act of June 16,
1951, 65 Stat. 72 (7 U. S. C. 624) the
Secretary of Agriculture advised me
there was reason to believe that rye, rye

TITLE 4-ACCOUNTS
Chapter I-General Accounting Office

[Gen. Reg. 1231

PART 7-P A S S E I G E R TILUmPoRTATIO
SEvics FOR THE AcCoUz;T oF THE
UNITED STATES

Part 7 Is rescinded in Its entirety and
a new Part 7 is substituted, as follows:

nrcoDUcfo oer
Sec.
'7.1 Transactlons governed.

COPV E OF rXEGU--.ATO.S

7.2 Applicability of regulations in thls
part.

7.3 A0 minLtraivo re-ulatlon.

V__ O7 TnArW0_aT.Az1N sVz=
7.4 Procurement of pasenger transporta-

tion rervicea.
7.5 Eer-lcez whIch may not he procured

from travel agenclez.

U. S. co1'=ra.T STANVAED FOZZI. E=&=TTG
TO PAS=.1ra TA2Ti'oZTATIoN

7.6 Standard forma relating to pasenger
travel.

RULES AND REGULATIONS

FEDERAL REGISTER 4701



RULES AND REGUL-XTIONS
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7.16 Quantity ticket purchases.
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services.
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ices.
7.20 Toll charges.
7.21 Unauthorized services.
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TRANSPORTATION REQUESTS

7.22 Accountability for transportation re-
quests.
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7.23 Entries on transportation requests.
7.24 Joint procurement of rail transporta-

tion and Pullman accommodations.
7.25 Specific information necessary on

transportation requests for com-
bination services.

7.26 Continuation of information on re-
verse of request.

7,27' Preparation of transportation requests.
7.28 Notations necessary on transportation

requests for charter and contract
services.

MEMORANDUM CARD COPY OF THE UNITED STATES
OF AMERICA TRANSPORTATION REQUEST

7.29 Preparation of memorandum copy of
transportation request.

SPOILED OR CANCELED UTED STATES OF AMERICA
TRANSPORTATION REQUESTS

7.30 Spoiled or canceled transportation re-
quests.

EXCHANGE OF UNITED STATES OF AMERICA TRANS-
PORTATION REQUESTS

7.31 Proper execution of transportation re-
quests and identification of trav-
elers.

7.32 The furnishing of services other than
authorized.
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7.34 Transportation request identification
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7.39 Use of Accommodation Authority for

parties of 15 or more.
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7.43 Portion of transportation request re-
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7.44 Notations as to ticket forms and
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Sec.
7.45 Agent's valuation of transportation.
7.46 Agent's valuation of accommodation&
,7.47 Auditor's valuation of trAnsportation

and accomodations.
UNUSED TRANSPORTATION OR ACCOMMODATIONS

7.48 Reporting of unfurnished or unused
transportation or accommodations.

7.49 Adjustments for unfurnished or un-
used services.

CANCELLATION OF RESERVATIONS

7.50 Cancellation of reservations.
UNUSED TRANSPORTATION REFUND PROCEDURES

'7.51 Use of Standard Form No. 1170 In
general.

7.52 Processing of Standard Form No. 1170
by Government agencies.

7.53 Processing of Standard Form No. 1170
by carriers.

7.54 Processing of refunds by Government
agencies.

7.55 Prohibiting of rebilling adjustments
by carriers or Government agencies,
and reporting of failure to receive
refund.

7.56 Refund procedures covering unused
foreign transportation services, and
cancellation of reservations for such
services.

7.57 Cross-referencing of d e d u c t I o n
vouchers.

LOST OR STOLEN UNITED STATES OF AMERICA
TRANSPORTATION REQUESTS

7.58 Safeguarding of and liability for
transportation requests.

7.59 Report of lost transportation request
to administrative office.

7.60 Report of lost transportation request
to carriers.

7.61 Disposition of a recovered lost trans-
portation request.

7.62 Billing for lost transportation requests
by carriers.

7.63 Disposition of transportation requests
previously certified lost.

CONTRACT SERVICES

7.64 Procedures for procurement of trans-
portation services by contract.

CHARTER SERVICES

7.65 Procedures for procurement of charter
transportation services.

BILLING AND PAYMENT OF PASSENGER
TRANSPORTATIPN CHARGES

7.66 Carrier bills; Standard Form No. 1171.
7.67 Transmission of carrier bills with

supporting data.
7.68 Single payment for transportation and

Pullman services.
7.69 Execution of Standard Form No. 1171.
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FACTUAL SUPPORT OF CHARGES BILLED

7.71 Referencing and associating supporting
papers.

CARRER NOTATIONS ON UNITED STATES OP
AMERICA TRANSPORTATION REQUESTS

7.72 Omission of unnecessary notations.
TRAVEL AGENCY BILLINGS

7.73 Travel agency additional billing pro-
cedure.

OvERPAYMENT AND DEBT COLLECTIONS

7.74 Carrier's rights as to payment.
7.75 Exceptions to liability of disbursing

and certifying officers.
7.76 Audit of vouchers and collection, of

overpayments by General Account-
ing OIce.

Sem
7.7 Overpayment collection procedure.
'7.78 Disposition of overpayment collcotionla.
7.79 Co-ordination of collection activities,

CLAIMS

7.80 Presentation of claims to Goneril
Accounting Office.

7.81 Preparation of supplemental bills,
7.82 Substantiation of supplemental bills.
7.83 Statute of limitations on claims.
7.84 Administrative reports on carrier

claims.
7.85 Disposition of claims and appeal pro-

cedures.
7.86 Carrier attorneys or agents.
7.87 Transmission of doubtful carrier claims

to General Accounting Office.

EXCEPTIONS

7.88 Exceptions to regulations.

GOVERNMENT CORPORATIONS

7.89 Adoption of procedures and forms by
Government corporations.

EFFECTIVE DATE

7.90 Effective date.

APPENDIXE

7.91 Appendixes.

COPIES OF GENERAL REGULATIONS NO. 121
7.92 Purchasing copies of regulation.

A THoRrrIY: §§ 7.1 to 7.92 Issued under
secs. 309, al1 (f), 42 Stat. 25; 31 U. S. C. 49,
52 (f).

INTRODUCTION

§ 7.1 Transactions governed. Tho
regulations in this part govern: (a) The
procurement of passenger transportation
services by or for persons authorized to
travel on official business for agencies of
the Government of the United States;
(b) the billing and payment for such
services; (c) carrier refunds for unfur-
nished passenger transportation service
and unused tickets or portions thereof;
(d) collection by U. S. General Account.
ing Office of amounts due from carriers:
and (e) carrier claims against the United
States.

SCOPE OF REGULATIONS

§ 7.2 Applicability of regulations In
thzs part. The regulations in this part
are applicable to passenger transporta-
tion services within the United States,
between the United States and its posses-
sions, between and within its possessions,
between the United States and foreign
countries, and, where United States of
America Transportation Requests can be
utilized, within and between foreign
countries.

§ 7.3 Administrative regulations. De-
partments and establishments of the
United States Government are expected
to issue, revise, or modify administrative
regulations and procedures to conform to
the regulations in this part.

USE OF TRANSPORTATION SERVICES

§ 7.4 Procurement of passenger trans-
portation services. Passenger transpor-
tation services by air, bus, rail, or water
should be procured, whenever practica-
ble, directly from carriers. However,
when authorized under administrative
regulations and the interests of the
United States would be served more ad-
vantageously thereby, the services of
travel agencies may be utilized to secure
such transportation services, or any com-
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bination thereof, but only for travel
within foreign countries (except Canada
and Memco) or between foreign coun-
ties, at charges not exceeding those
otherwise payable to the carriers used.
In this connection, attention of adminis-
trative agencies is directed to section 901
of the Merchant Marine Act of 1936, 49
Stat. 2015,46 U. S. C. 1241.

§ 7.5 Services wlzzch may not be pro-
cured from travel agenczes. The services
of travel agencies may not be utilized to
secure air, rail, water, and bus passenger
transportation services, or any combina-
tions thereof, within the United States,
Canada, or Mexico, between the United
States and foreign countries, between-
the United States and Canada or Mexico,
between the United States and its posses-
sions, and between and within its
possessions.

U. S. GOVERNMENT STANDARD FORMS RELAT-
ING TO PASSENGER TRANSPORTATION

7.6 Standard forms relating to
passenger travel. The following new
standard forms relate to passenger
transportation and are hereby prescribed
and published foruse in lieu of all other
forms of like character now authorized:
Standard Form No:

1169-. The United States of America
Transportation Request-Orig-
Inal.

I169a-- Memorandum Card Copy.1
1169b-- Duplicate (s n a pout assembly

only) _2

1169c-. Triplicate (sn a p out assembly
only)

1170--- Redemption of Unused Tickets
1171 --- Publie Voucher for Transportation

of Passengers-OriginaLl
ll7la__ Memorandum Copy.;
1172-.- Certificate in Lieu of Lost United

States of America Transporta-
tion Request.'

1173-.. Report of Change In Passenger
Transportation Service.'

§ 7.7 Printing of transportation re-
quests. Standard Form No. 1169 and
Standard Form No. 1169a will be printed
on punched card stock by or for the U. S.
Government- only and will be serially
preilumbered and prepunched with cor-
responding serial numbers at the time of
manufacture. Generally, the name and
address of the _ aying office will not be
preprinted unless authorized. Depart-
mental numbering, coding, or symboliza-
tion will not be permitted other than
hereto provided to differentiate between
civil and military agencies. Standard
Forms Nos. 1169 and 1169a will be bound
in books of ten (10) sets, each set con-
sisting of one original, Standard Form
No. 1169, and one memorandum card
copy, Standard Form No. '1169a. In
addition, Standard Forms Nos. 1169 and
1169a will be bound in individual snapout
assemblies which contain two (2) addi-
tional paper copies, namely, Standard
Forms Nos. 1169b (duplicate) and 1169c
(triplicate) Although primarily for use
by the military establishment, the indi-
vidual assemblies may be made available
to civil agencies.

IFiled as part of original document.
2 Not filed with the Division of the Federal

Register.
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§ 7.8 Numbering of transportation
requests. An alphabetical-numerical
sequence will be followed in numbering
Standard Forms No. 1169 assemblies in
accordance with the following: (a)
Books of ten (10) for civil agencies-
transportation requests will start with
the number AO,00.001 and continue
through A9,999,999, after which the let-
ter symbol will change to B, thence C.
etc., (b) individual snapout assemblies
for civil agencies-the transportation re-
quests will start with the number .0,000.-
001 and continue through L9,999,999,
after which the letter symbol will change
to K, thence J, etc., and (c) individual
snapout assemblies for military agen-
cies-the transportation requests Will
start with the number MO.000.001 and
continue through L9.999.999, after which
the letter symbol will change to N thence
forward through the balance of the
alphabet.

§ 7.9 Printing of unused tickeUt re-
demption form. Standard Form No.
1170, Redemption of Unused Tickets, size
8 by 7 inches, is a four-part snapout
carbonized set consisting of an original
and three copies The agency name and
address will be preprinted on the form
when there is volume use and arrange-
ments therefor are made in advance.
(This form will be superseded by a
punched card form as soon as supplies
become available.)

§ 7.10 Printing of passenger billing-
voucher forms. The original of Public
Voucher for Transportation of Passen-
gers, Standard Form No. 1171, shall be
printed on white paper and be 8% by
14 inches overall including a perforated
coupon, 8A by 3 inches, at the bottom
of the form. Carriers may request ap-
proval of proposed changes in format
to conform to machine billing. Stand-
ard Form No. 1171a shall be printed on
yellow paper in the same size as the orlg-
inal without the perforated coupon.

§ 7.11 Printing of certiflcates in lieu
of lost transportation requests. Stand-
ard Form No. 1172, Certificate in Lieu
of Lost United States of America Trans-
portation Request, size 8 J by 10 inches,
and Standard Form No. "1173, Report
of Change in Passenger Transportation
Service, size 7, by 3 inches, shall be
printed on white paper stock.

§ 7.12 Procurement of standard forms
by Government agencies. Requisitions
by Government agencies for supplies of
Standard Form No. 1169 assemblies and
Standard Forms Nos. 1170 and 1173 shall
be directed in accordance with estab-
lished procedures to the Federal Supply
Service, General Services Administra-
tion, Washington 25, D. C.. which will
advise the Transportation Division, U. S.
General Accounting Office, Washington
25, D. C., at the earliest practicable date,
of numerical allotments made in re-
sponse to requisitions for Standard Form
No. 1169.

§ 7.13 Procurement of standard forms
by earners. Carriers may purchase
Standard Forms Nos. 1171, 1171a, and
1172 from the Superintendent of Docu-
ments, U. S. Government Printing Office,

Washington 25, D. C., or have them
printed. Unless otherwise authorized
by the U. S.- General Accounting Office
the forms must be reproduced exactly
as to color, size, type, wording, and ar-
rangement. Carriers should not utilize
Standard Forms Nos. 1067 and 1067a,
Pfublic Voucher for Transportation of
Passengers, or Standard Forms Nos. 1113
and 1113a, Public Voucher for Transpor-
tation Charges, as billing documents for
passenger transportation services fur-
nished agencies of the Government after
June 30, 1955, nor should Standard
Form No. 1158, Certificate in Lieu of
Lost U. S. Government Request for
Transportation, be used after the afore-
mentioned date to support billings for
charges covering lost transportation re-
quests. Old Standard Forms Nos. 1030,
1139. and 1141 honored for services
which have not been billed prior to July
1, 1955, may be billed on either old
Standard Voucher Forms Nos. 1067 or
1113 or on new Standard Voucher Form
No. 1171 but such transportation re-
quests should not be commingled with
new Standard Form No. 1169 on the
same bills.

§ 7.14 Obsolete transportation re-
quests. U. S. Government Requests for
Transportation, Standard Forms Nos.
1030, 1031, 1139; 1139a, 1141, and 1141a,
shall not be Issued after June 30, 1955.
and each agency of the Government
shall Issue appropriate instructions con-
sistent therewith. Unusued or unissued
forms thereafter on hand in any agency
or in the custody of its officers and em-
ployees shall be assembled through ad-
ministrative channels and disposed of
as directed by General Services Admin-
Istration.

USE OF UNITrD STATES OF AMEUCA
TRANSPOflTATION REQUESTS

§ 7.15 Use of transportation requesta
:n general. United States of America
Transportation Requests, Standard
Forms No. 1169, shall not be used for
other than officially authorized travel for
the account of the United States Gov-
ernment. These requests will be issued
by duly authorized personnel only for
the transportation of persons and/or
specified passenger transportation serv-
ice or accommodations consistent with
proper travel authority and adminstra-
tive regulations. Transportation re-
quests shall ordinarily be used to obtain
all official passenger transportation when
the amount involved Is $1 or more.
However, cash payments up to $10, plus
Federal transportation tax, may be made
by the traveler under regulations of the
department or agency involved. Two
copies of such regulations shall be fur-
nished to the Transportation Division of
the U. S. General Accounting Office.

§ 7.16 Quantity ti c k e t purchases.
When there is a continuing substantial
volume of individual travel via the same
mode and class of transportation be-
tween one origin and one destination and
each one-way single fare does not exceed
$5, written applications from an agency
or department for continuing permis-
sion, not heretofore granted, to use
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transportation requests to procure a
group of one-way or round-trip tickets
for use within any one 30-day.period of
a fiscal year will be given consideration
by the Comptroller General of the United
States. Such applications shall include
proposed procedures and requirements
under which the interests of the United
States will be adequately safeguarded.

§ 7.17 Round-trip and other reduced
rate services. Through fares, special
fares, commutation fares, excursion and
other reduced rate round-trip fares, or
party fares should be utilized for official
travel when it can be determined prior
to the commencement of a trip that any
such type of service represents practical
and economical usage of Government
funds, but transportation requests
should be drawn for round-trip services
only when it is known or can be reason-
ably anticipated that such tickets will be
required or utilized.

§ 7.18 Stopovers When a traveler is
obliged to make several stops to conduct
official business, a through ticket with
stopover privileges usually can be utilized
at a saving to the Government, requiring
only one transportation request to be
issued. However, when Pullman or ex-
cess baggage services are involved each
stopover point should'be specifically in-
dicated on the transportation request.

§ 7.19 Taxicabs, tntra-city transit,
etc. services. Transportation requests
shall not be utilized to procure taxicab,
airport limousine, intra-city transit, or
so-called "drive-yourself" type.or other
for-hire automobile services.

§ 7.20 Toll charges. Transportation
requests must not be used in lieu of cash
as payment for toll road or toll bridge
charges.

§ 7.21 Unauthorized services. Trans-
portation requests shall not be issued for
personal convenience to include at an
additional cost unauthorized services or
to obtain transportation services exceed-
ing those authorized under the appli-
cable travel regulations, such as, extra,-
fare trains or planes, stop-overs which
increase the cost of passage, -higher-
priced indirect roditings, etc. When the
traveler desires such unauthorized serv-
ices the additional cost thereof (includ-
ing the U. S. Government transporta-
tion tax) must be paid in, cash by the
traveler and collected by the carrier at
the time the transportation request cov-
ering the authorized services or accom-
modations is exchanged for tickets.
ACCOUNTABILITY FOR UNITED STATES OF

AMERICA TRANSPORTATION REQUESTS
§ 7.22 Accountability for transporta-

tion r e q u e s t s. Each department,
agency, or other establishment of the
United States Government shall pro-
mulgate appropriate procedures which
will adequately control the procurement,
stock, distribution, and accountability of
United States of America Transporta-
tion Requests to safeguard properly the
rights and interests of the United States.I

PREPARATION OF UNITED STATES OF
AMERICA TRANSPORTATION REQUESTS

§ 7.23 Entries on transportation re-
quests. Care must be exercised to In-

sure legibility and permanency of the
written request for service. When ap-
plicable,. specific entries on Standard
Form No. 1169 should be made m ac-
cordance with guides furnished in this
part.

I § 7.24 Joint procurement of rail
transportation and Pullman accommo-dations. Standard Form No. 1169 Is
designed to permit and should be used
for the joint procurement from rail car-
rers of transportation and Pullman ac-
commodations by the issuance of but one
document. HoweVer, when such issu-
ance is neither feasible nor practical,
due 'to circumstances involved, the
transportation request may be issued
for the separate procurement of rail
transportation or Pullman accommoda-
tions.

§ 7.25 Specific information necessary
on transportation requests iox combina-
tion services. In instances when all, of
the spaces are not required for the serv-
ices being procured, horizontal lines
should be drawn through the spaces
that are not utilized. When the request
is Issued for a combination of classes of
transportation and/or -accommodations,
specific information as to respective car-
rers and services authorized must be
shown in detail in the "via" space or on
the reverse of the request to preclude
any- ambiguity.

§ 7.26 Continuation of information
on reverse of request: In any instance
in which the available, space on the
front of the Tequest is inadequate for
the insertion of all of the necessary in-
formation, the space on-the reverse of
the request should be utilized for con-
tinuation purposes.

§ 7.27 Preparation of transportation
requests. (a) It is believed that issuing
officers and travelers will experience no
difficulty in properly executing the new
transportation request. However, at-
tached to General Regulations No. 123
as Appendix A and codified as paragraph
(b) of this section is a detailed general
guide to preparation of transportation
requests, and Appendix C of General
Regulations No. 123 shows requests prop-
erly executed for certain typical trips.
Agencies should issue admimstrative in-
structions, to the extent deemed neces-
sary, to assure proper preparation of
transportation requests, copies of such
instructions to be forwarded to the
Transportation Division, U. S. General
Accounting Office, as soon as issued.

(b) Specific entries on United States
-of America Transportation Requests,
Standard Forms No. '1169, should be
made in accordance with the following:

(1) In the "Void after" space, enter
the date after which the request is to
become invalid for ilelivery to the carrier
for services. Care should be exercised
when setting this date to provide for the
definite invalidation of the request at
the earliest practicable date.

(2) In the "Bill To" space, enter the
exact name and complete postal address
of the Government office to which the
carrier is to direct its bill for payment.
Psually, this feature can be completed
at administrative headquarters before
the request, or book of requests, is de-

livered, for use by Issuing officers or
travelers.

(3) In the space preceding the word
"Company," enter the name of the car-
rier which Is to honor the document.

(4) In the space preceding the word
"class," enter the officially Identified
name of the class of service desired. For
example, in rail travel It may be first,
second or coach, etc., in air travel It may
be first, day coach or night coach,
charter, etc., In steamship It may be first,
second, cabin or tourist, etc., and In bus
it may be coach, special, charter, etc,
If mixed classes of service are required
by the traveler such shall be clearly
identified.

(5) In the space preceding the word
"transportation," enter the type of
transportation to be used such as, "rail,"
"air," "bus," or "steamship."

(6) In the space following the word
"from," enter the name of the city and
State or point from which transportation
is to be furnished.

(7) In the space following the word
"to," enter the name of'the city and State
or point to which transportation Is to be
furnished. If round-trip transportation
is desired enter the words "and return"
after the name of the destination city
ftnd State. Also, whenever round-trip
transportation is being requested, the
time limit within which the round-trip
travel is to be performed must be indi-
cated, for, example, "return limit 30
days."

(8) In the space following the word
"via," enter the initials of each carrier
and abbreviated name of each connect-
ing junction point via which ticket Is to
be Issued.

(9y In the space following the words
"for use of," enter the name of the
person (the traveler) to whom the serv-
ice, etc., is to be furnished. If trans-
portation Is also being procured for
others, Insert after the word "and" the
numerical figure to cover that number
of persons, excluding the traveler.
When the request Is to cover only one
.person the word "no" should be entered
in the- space after the word "and.", (If
transportation of children is Involved,
the respective names and dates of birth
should be shown on the reverse side of
the request.)

(10) In the space preceding the word
"accommodations," enter the exact
quantity and type of accommodations
to be furnished.

(11) When accommodations are to be
utilized by rail the exact quantity and
type to be furnished, such as lower
standard berth, parlor car seat, room-
ette, reserved coach seat, etc. (abbre-
viated if necessary) should be clearly
shown as well as the points between
which each type of accommodations will
be utilized.

(12) When air berth accommodations
are being requested, the exact quantity
and type of berth that is to be furnished
should be showix in the "Accommoda-
tion" area.

(13) When steamship transportation
Is being requested clearly Indicate, when
known, the name of the vessel, sailing
date, and the number oX the assigned
stateroom accommodation (bed or berth
where less than room capacity is in-
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volved) in addition to the class of service
involved.

(14) When. at the time of issuance
of the transportation request, the avail-
able steamship accommodation of the
class desired has not been ascertained,
the issuing officer should designate the
class of service to be furnished and fur-
ther endorse the request "Lowest avail-
able accommodation." Before such re-
quest is delivered to the carrier, for the
passage ticket, the traveler should en-
dorse on the reverse of the request, over
Ins own signature, "I certify that Berth
__ Stateroom No .... , on SS-
, date of sailing ,---- was fur-

nished as the lowest available accom-
modation at time reservation was made."
The foregoing shall not be construed as
authorzing travelers to obligate the
United States Government to pay for
services in excess of those allowed by
law or pertinent administrative regu-
lations.

(15) When staterooms on lake, river,
or coastwise steamships are a separate
charge, the specific value of the room
authorized should be inserted.

(16) In the space following the words
"accommodations from," enter the name
of the city and State or point from which
accommodations are to be furnished
even though such city is the same as the
point of origm under "transportation."

(17) In the space following the word
"to" after "accommodations," enter the
city and State or point to which such
service is to be furnished. If round-
trip accommodations are desired, enter
the words "and return" after destination
city and State.

(18) In the space follovin the words
"transport not over," if there is official
authorization to transport excess bag-
gage enter the exact weight of the EX-
CESS baggage. When the exact weight
is unknown the authorized maximum
excess weight should be shown. (Car-
rers in all instances must support bill-
ings for excess weight with copies of
excess baggage coupons or similar docu-
mentary evidence showing the gross
weight and free allowance.)

(19) If there is no authorization to
transport excess baggage, a horizontal
line should be inserted in the space fol-
lowing the words "transport nor over."

(20) In the space following the words
"excess baggage from," enter the name
of the city and State or point from which
the excess baggage is to be transported.

(21) In the space following the word
"to" after "excess baggage," enter the
name of the city and State or point to
which the excess baggage is to be trans-
ported.

(22) When the transportation request
is being issued to procure excess baggage
services only, there should be indicated
in the spaces provided therefor: (i) The
date after which the request is invalid
for service; (ii) the name of the first
carrier; (iii) the routing; (iv) the name
of the traveler; (v) the exact or maxi-
mun weight of the excess baggage to be
carred; (vi) the points between which
such service is to be furnished; (vii) the
place and date of issue; (viii) the names
and titles of the traveler and issuing offi-
cer; and (ix) the fiscal data. All other
spaces should be lined out. (Carriers in

all Instances must support billings for
excess weight with copies of excess bag-
gage coupons or similar documentary
evidence showing the gross welght and
free allowance.)

(23) The "Place of Issue" space. in-
cluding date, refers to the place of Issue
of the request and not of the ticket or
transportation service involved.

(24) The request provides for "Trav-
eler's Signature" and "Issuing Officer's
Signature" and both must be signed by
hand before the document Is valid for
service. In most instances two different
individuals will be involved, but when
the official traveler is administratively
authorized to issue the transportation
request for his own account, the request
must be signed by him In each of the
signature spaces, that is, as "Issuing
Officer" and "Traveler."

(25) The spaces reserved for "Title"
under '"Traveler's Signature" and "Icsu-
Ing Officer's Signature" should be used
accordingly.

(26) In the area entitled 'Fiscal Data
(Appropriation, Authorization, etc.),"
enter such reference matter as may be
necessary for the fiscal accounting of the
respective agencies.

§ 7.28 Notations necessary on trans-
portation requests for charter and con-
tract services. The transportation re-
quest is also designed for utilization In
the procurement of chartered or contract
service and when such is to be furnished
it shall be specified in the class of service
area and further Identified by the charter
or contract movement number that
covers the details of the movement.
3MIORANDUU CARD COPY OF THE UNTED

STATES OF A5IERICA TRA1SPOfTATIOII
REQUEST

§ 7.29 Preparation of memorandum
copy of transportation request. Admin-
istratively authorized issuing officers
and official travelers are cautioned that
the memorandum card copy of The
United States of America Transportation
Request, Standard Form No. 1169a, must
clearly reflect all Information and inser-
tions, other than signatures, that appear
on Standard Form No. 1169 at the time
of its surrender for service.
SPOILED OR CANCELED UNITED STATES OF

AMERXCA TRANSPOUTATION REQUESTS

§ 7.30 Spoiled or canceled transporta-
tion requests. All Standard Forms No.
1169 that are spoiled in preparation,
canceled for any reason, or prepared for
issuance but unused, shall be endorsed
"Canceled" across the face and for-
warded immediately, through the official
iho furnished them, to the adminis-
ti-ative office where accountability rec-
ords are maintained. After necessary
recordation entries have been accom-
plished such requests shall be disposed
of as directed by General Services Ad-
ministration.
ExcnANGE Or UNITED STATES OF AIEI0CA

TRANSPORTATI or EQUESTS
§ 7.31 Proper execution of transporta-

tion requests and identiflcation of trav-
elers. Issuing officers and travelers are
cautioned that transportation requests
must be completely filled out and prop-
erly signed by both issuing officer and

traveler before such are valid for pre-
sentation to obtain transportation and/
or accommodations. Carrier agents
should refuse to honor incomplete or
unsigned requests and must require the
person presenting a requet to establish
his Identity as the traveler or other party
properly authorized to receive the trans-
portation. In the absence of satisfac-
tory Identification, the request should
not be honored.

§ 7.32 The furnishing of services
other than authorized. The United
States Government will not be respon-
sible for any charges in excess of those
applicable for transportation and/or
accommodations of the type, class, or
character specified In the request. Ac-
cordingly, if transportation and/or ac-
commodations costing more than those
officially authorized on the request are
furnished, the additional cost must be
collected in cash from the traveler at the
time transportation and/or accommoda-
tions are obtained and not billed against
the Government When a transporta-
tion request Is exchanged for transpor-
tation and/or accommodations of a dif-
ferent type or leser value than orignally
specified in the request, the traveler must
be required to record in the space pro-
vided on the reverse of the form the
actual cervices furnished and sign the
statement. The notation by the traveler
on the reverse of the request will serve
to restrict the carrier billing to an
amount consistent with the changed
cervices or lesser cost factors, and avoid
subzequent accounting adjustments with
the Government.

§7.33 Erasures and alteratios.
Transportation requests shownng era-
sures or alterations not validated by the
initials of the Issuing officer should not
be honored.

§ 7.34 Transportation request identi-
flcation on tfct:ets. Carriers shall stamp
or endorce "U. S. Government" or other-
wise indicate on each coupon of the
ticket, exchange order, or other trans-
portation document that it was issued in
exchange for a transportation request
and endorse thereon the serial number
of the related request.

§ 7.35 Honoring of transportation re-
quests generally. The transportation
request should be drawn upon the carrer
which is expected to honor It for servce.
Under exceptional conditions or due to
unforeseen circumstances, a request may
be honored for service by another car-
rier, subject to charges applicable: (a)
To class and type of transportation au-
thorized on the transportation request
or (b) to a lower class or lesser amount
of service, if such Is actually furnished.
In such situations, the honoring initial
carrier shall require the traveler to re-
cord In the space on the reverse of the
request the name of the honorng car-
rier, the services actually received or
covered by the tickets furnished and the
reason for the change and to Sign and
date the statement. The traveler must
also make the same endorsement on the
memorandum card copy of the trans-
portation request if possible. and, if not,
promptly forward written notification of
such change to his administrative office.
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§ 7.36 Joint issuance of rail and Pull-
man tickets. When a single transporta-
tion request is presented for rail trans-
portation and Pullman accommodations,
both rail and Pullman tickets will be
issued by ticket agents, subject to the"
following exceptions and qualifications.

§ 7.37 Issuance and use of Pullman
tickets when accommodations not as-
signed. When agent at -point where
travel begins is unable to assign space
because: (a) Pullman accommodations
are not to begin at initial point.of rail
travel and advance reservations cannot
be obtained, (b) Pullman is authorized
from initial point of rail travel, but the
space assignment at such point has been
exhausted, or (c) round-trip Pullman is
authorized and accommodations cannot
be obtained in advance for the return
trip; such ticket agent will issue a Pull-
man ticket (or tickets) endorsed to show
the type and quantity of accommoda-
tions and points between which such are
authorized in accordance with trans-
portation request issuance. In these
situations there is no guarantee that the
authorized accommodations will be
available, thus, it is incumbent that
travelers holding such tickets immedi-
ately attempt to obtain actual space
assignments upon arrival at points
where such are to be furnished. When
the accommodations or transportation
service supplied are of a different char-
acter or a lesser value than those au-
thorized by the tickets, the traveler
should endeavor to secure a written
acknowledgment of that fact from the
conductor and submit it promptly with
a written report of the facts and cir-
cumstances to the appropriate desig-
nated office of the administrative
agency identifying the transportation
request used to procure the transporta-
tion involved and submitting any un-
used tickets or transportation coupons
in his possession. In this connection,
attention is directed to the fact that
Standard Form No. 1173, Report of
Change in Passenger Transportation
Service, is available for use, if desired,
In submitting reports to the adminis-
trative agency.

§ 7.38 Use of Accommodation Au-
thority in lieu of Pullman ticket. When
ticket agents are supplied with railroad
tickets but not supplied with Pullman
tickets, travelers will be issued rail
tickets and furnished a uniform pre-
numbered "Accommodation Authority"
form covering the accommodations au-
thorized by the transportation request.
Such "Accommodation Authority" form
will be honored by Pullman conductors
and handled in the same manner as
outlined in this part for parties of 15
or more.

§ 7.39 Use of Accommodation Au-
thority for parties of 15 or more. When
parties of 15 or more are moving by rail,
tickets will be issued for rail travel only
and a uniform prenumbered "Accommo-
dation Authority" form will be issued
for Pullman accommodations. This
"Accommodation Authority" f o r m,
which is supplied by the rail carriers,
will be prepared by the carrier's agent
at point or origin so as to show in the

spaces provided, consistent with the au-
thorization of the related transportation
request, all the required information,
i. e., the name of the origin railroad, the
symbol or main number, if any, the
name of the traveler or person in charge
of a group, the number of other passen-
gers, the number and kind of accommo-
dations, the points between which ac-
commodations are to be furnished, the
transportation request number, the
"Void After" date of the transportation
request, the name of the issuing station,
the date the form is issued, and the im-
pression of the ticket dater stamp. The
original copy of the "Accommodation
Authority" form will be given to the
traveler or person in charge of a group,
who will present it to the Pullman con-
ductor (not the ticket agent) as author-
ity for Pullman accommodations. The
Pullman conductor will endorse on the
back of the form over his signature the
accommodations furnished and if such
accommodations vary from the accom-
modations authorized he will also state
in writing the reason for such variations.
After the "Accommodation Authority"
form has also been signed by the traveler
or person in charge of a group, the Pull-
man conductor will lift it and forward
it to the Pullman auditor, who will
promptly endorse thereon the correct
billing data, including the amount, and
send to the proper railroad auditor for
billing.

§ 7.40 Honoring of transportation re-
quest on train for rail and Pullman.
When ticket agent is not on duty, neces-
sitating that rail and Pullman tickets
be obtained at the nearest available
point en route, rail and Pullman con-
ductors will honor the transportation
request to the first station en route
where rail and Pullman tickets can be
obtained, endorse on the back of the
request over their signatures the points
between which the request was honored
.without tickets, and secure the signature
of the traveler to such endorsement.
The ticket agent at such en route sta-
tion, in exchange for the transportation-
request, will issue rail and Pullman tick-
ets from the initial points of service as
authorized on 'the. transportation re-
quest.

§ 7.41 Honoring of transportation re-
quest on train for Pullman only. When
a transportation request is presented on
the tram for Pullman accommodations
only, the request will be honored by the
Pullman conductor who will remit it to
the Pullman auditbr for billing.

§ 7.42 Honoring of transportation re-
quests by bus drivers. When requests.
are presented: (a) Directly to a bus
driver, (b) at a bus station not supplied
with the proper ticket forms, (c) at a
nonagency station, or (d) at a station
at which the ticket office is not open for
the sale of tickets; the bus driver will
honor the request to destination or ar-
range for its exchange for a ticket at
some intermediate point. When the re-
quest is exchanged at an intermediate
ticket office, it should be endorsed to
show clearly that transportation was
furnished from point of origin of travel
and not from the intermediate point at

which the request was exchanged for a.
ticket.
"FOR CARRIERS 'USE ONLY" AREA ON THE

UNITED STATES OF AMERICA TRANSPORTA-
TION REQUEST
§ 7.43 Portion of transportation re-

quest reserved for carrier's use, In the
area reserved "For Carriers Use Only"
in the lower left-hand corner of the
transportation request, carriers shall
make specific entries in accordance with
the following guides.

§ 7.44 Notations as to ticket forms
and numbers. In the "Form" and
"Numbers" spaces under h o a d I n g
"Ticket" the ticket agent will record the
forms and numbers of the respective
tickets furnished in exchange for the
document.

§ 7.45 Agent's valuation of transpor-
tation. In the "Transp." space under
heading "Agent's Value" the ticket agent
will enter the cost of the transportation
furnished. Included in this should be
the cost of any supplementary service
furnished in accordance with the au-
thorization of the transportation request,
such as parking, switching, extra fare,
or excess baggage service. Such addl-
tional charges should be listed separately
in this column and not Included In the
amount covering the regular transporta-,
tion charges. In no Instance, though,
are sleeping accommodations, parlor car,
or coach reserved seats, etc., to be in-
cluded even though collectible by and
payable to the rail or air carrier.

§ 7.46 Agent's valuation of accom-
modations. In the "Accomod." space
under heading "Agent's Value" the ticket
agent will enter the cost of accommoda-
tions furnished in accordance with the
transportation request authorization,
such as P u 11 in a n accommodations
(berths, roomettes, etc.), parlor car seats
(whether Pullman or railroad), coach
reserved seats, or air berth accommoda-
tions. Ordinarily, entries will not be
made in this space by bus and water
carriers, except when stateroom charge
is separate, since under their existing
tariff structures there is no distinction
between charges for transportation and
charges for other related services.

§ 7.47 Auditor's valuation of trans-
portation and accommodations. In the
"Transp." and "Accomod." spaces under
"Auditor's Value," entries by carriers'
audit offices, with the exception of rail
carriers, will cover the same charges as
specified above for similarly designated
spaces under "Agent's Value." Railroad
audit offices, however, may enter under
"Transp." all of the charges accruing to
the railroads and under "Accomod." all
of the charges accruing to the Pullman
Company. This will result in some in-
stances of Identical Items and amounts
being included by the ticket agent under
"Accomod." and by the auditor under
"Transp."

UNUSED TRANSPORTATION OR
ACCOMMODATIONS

§ 7.48 Reporting of unfurnisht d or
unused transportation or accommoda-
tions. The traveler or person in charge
of a group shall submit promptly a Tc-
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-port to the appropriate office of the ad-
ministrative agency in each instance in
wnch (a) travel is finally terminated
short of the destination to which a trans-
portation request was drawn; (b) serv-
ices actually furnished are of a lesser
value or different character than those
originally specified on a request which
has not been so endorsed; or (c) the
return portion of a round-trip ticket is
not used. Such report shall identify the
pertinent transportation request, set
forth the attendant facts and circum-
stances and transmit therewith any un-
used tickets or coupons. When there are
no unused tickets or coupons to reflect
the unfurnished transportation services
the traveler or person in charge of a
group should endeavor to secure written
acknowledgment of the situation from
the carner's representative for submis-
sion with the report to the adminiitra-

-tive agency. Attention is directed to
the fact that Standard Form No. 1173,
Report of Change in Passenger Trans-
portation Service, is available for use, if
desired, in submitting such reports to
the administrative agency. Upon re-
ceipt of such reports, Government agen-
cies shall take prompt steps to effect
adjustments with carrers by use of
Standard Form No. 1170 as outlined in
this part. In instances when transpor-
tation and/or accommodations are fur-
nished for a lesser number of persons
than called for on a party ticket, the
conductor or other ticket collector of
the carrier shall be requested to note on
the pertinent ticket or coupon the num-
ber of persons actually transported and
the number and type of accommodations
actually furnished. Failure of travelers
to comply with the foregoing and thus
protect properly the interests of the
United States may subject them to re-
sponsibility for any resulting losses.

§ 7.49 Adjustments for unfurnished or
-unused servces. All adjustments in con-
nection with United States Government
transportation must-be processed only to
or through a department or agency of
the Government. Travelers, issuing offi-
cers, or private individuals are not au-
thorized to receive refunds or credits for
unfunshed -service or unused tickets or
portions thereof issued in exchange for
transportation requests. Any refunds or
adjustments made by carrers to travel-
ers, issuing officers, or individuals of
monies or credits properly due the Gov-
ernment shall be at the peril of the car-
ier.

CANCELLATION OF RiESERVATIONS
§ 7.50 Cancellation of reservations.

When it is necessary to cancel reserva-
tions for transportation or accommoda-
tions secured in exchange for transpor-
tation requests, the cancellations should
be made as soon as it is known that the
reservations -will not be used since most
carmers including the Pullman Company
require that cancellations be made with-
in restricted specific time limits to pre-
clude the assessment of cancellation
charges. Government travelers should
be informed to the fullest extent possible
of such requirements in order to protect
the interests of the United States.
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§ 7.51 Use of Standard Form No. 1170
in general. Unused tickets, exchange
orders, etc., and portions thereof, shall
be processed to carriers for refund by
means of Standard Form No. 1170, Re-
demption of Unused Tickets. A separate
Standard Form No. 1170 must be used for
each transportation request though more
than one ticket or adjustment trans-
action may be listed on that form. In
no case should more than one transpor-
tation request be covered on one Stand-
ard Form No. 1170. All refund requests
involving unused Pullman tickets or ac-
commodations shall be addrezed to the
General Office of The Pullman Company
notwithstanding such accommodations
were procured jointly with the related
rail transportation on a single transpor-
tation request drawn on, billed by, and
paid to a rail carrier.

§ 7.52 Processing of Standard Form
No. 1170 by Government agencles.
Standard Form No. 1170 shall be proc-
essed by the agencies of the Government
as follows: (a) All copies shall be prop-
erly and completely executed as to the
required detail; (b) the original and the
duplicate copy shall be forwarded to the
carrier together with unused complete
tickets or coupons if such are involved,
and If not, then the essential facts on
which the refund claim is based should
be included on Standard Form No. 1170;
and (c) the triplicate and quadruplicate
copies shall be processed in the adminis-
trative office after receipt of the refund
or other advice from the carrier with
respect thereto.

§ 7.53 Processing of Standard Form
No. 1170 by carers. The carrier shall
insert on the original of Standard Form
No. 1170, in the designated spaces, the
amount being credited on each ticket as
well as the total amount being refunded
and return such original with the cover-
ing remittance. (If no refund is due, the
carrier should furnish an explanation
on the returned original.)

§ 7.54 Processing of refunds by Gov-
ernment agencies. Upon receipt In the
administrative agency of the refund and
the returned original Standard Form
No. 1170, agency records shall be anno-
tated consistent with its fiscal proce-
dures and such original Standard Form
No. 1170 dispatched promptly to the
Transportation Division, U. S. General
Accounting Office, Washington 25, D. C.

§ 7.55 Prohibiting of rebilling adjust-
ments by carriers or Government agen-
cies and reporting of failure to rcceive
refund. Carriers should make prompt
refund of monies due in connection with
Items listed on Standard Form No. 1170
even though the bill covering charges
for the related transportation request
has not been submitted or paid. Con-
nectively, subject to the provisions of
§ 7.56, carrier bills for the related
charges on transportation requests will
not be subjected administratively to de-
duction, revision, or rebilling to adjust
such items. However, should a carrier
fail to refund or satisfactorily fumih

reasons showing no refund to be due
within ninety (90) days from the time
application is made, or refuse to adjust
for unused transportation, the Govern-
ment agency so involved shall refer the
matter to the Transportation Division,
U. S. General Accounting Office, Wash-
Ington 25, D. C., for appropriate action,
transmitting therewith a copy of the
pertinent Standard Form No. 1170 and
all related correspondence.

§ 7.56 Refund procedures coveri
unused foreign transportation services
and cancellation of reservations for such
services. Except (a) as to Canada and
Mexico and (b) when the foreign car-
rier maintains a billing office m the
United States, Standard Form No. 1170
and the procedures with respect thereto
shall not be utilized or considered ap-
plicable when foreign passenger trans-
portation services are involved. In such
situations, It shall be the responsibility
of the Government agency concerned
to institute effective procedures by which
there may be recovered, by setoff or de-
duction from unpaid bills, the values
of unused tickets or portions thereof,
including any requests for adjustment
when a journey is discontinued short of
destination or when transportation serv-
ices furnished are of a different charac-
ter or lesser value than those specified
in the pertinent transportation request.
In this regard, attention Is directed to
the fact that many foreign carriers,
particularly the railroads, specify un-
usual conditions, time limits, and pro-
cedures to be observed in connection
with the cancellation of passenger ac-
commodations and the right to claim
any redemption account of unused
transportation services, Government
agencles should advise travelers in for-
elgn areas to become fully informed of
these requirements in order that the
interests of the Government will not
be Jeopardized.

§ 7.57 Cross-referencdng of deduction
vouchers. In situations in which the
procedures prescribed for use in connec-
tion with Standard Form No. 1170 are
not for application and adjustments for
unfurnished transportation are made by
deduction or setoff, a full description of
each unused ticket or portion shall be
noted on the deduction voucher. If the
deduction is being effected on a voucher
other than the one covering the billing
of the transportation request, there shall
be furnished also the number of the
transportation request so involved and
a complete citation to the voucher cov-
ering payment thereof. The unused
ticket or portion shall be forwarded by
the administrative office to the carrier
and copy of such letter of transmittal
shall be attached to the deduction
voucher involved.
LOST O.1 STOLEN UNITD STATES OF AMEaJCA

vnAMsPOrTATION REQUESTS

§ 7.58 Safeguarding of and liability
for transportation req uest s. Each
agency shall establish appropriate safe-
guards to protect the United States
against the improper or unauthorized
use of transportation requests. In this
connection, each officer and employee of
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the United States Government or other
person having custody of requests is
responsible for their safety and account-
able for any amounts which the Gov-
ernment of the United States may be
required to pay by reason of such docu-
ments being improperly used through
fault or negligence of such custodians.

§ 7.59 Report of lost transportation
request to administrative office. When
a United States of America Transporta-
tion Request is lost or stolen, the em-
ployee accountable therefor shall trans-
mit in writing prompt notification to the
appropriate administrative office of such
loss or theft and a complete statement
of attendant facts.

§ 7.60 Report of lost transportation
request to carrers. In addition, when a
transportation request reported as lost
or stolen is known.to have been filled out
to the extent of showing the carrier and
services desired from a designated point
of origin, the person accountable for
such request shall furnish promptly to
the named as well as other local initial
carriers a description of the lost or stolen
document and request that it not be
honored. Such advice shall be con-
firmed in writing, and a copy promptly
transmitted to the appropriate admin-
istrative office.

§ 7.61 Disposition of a recovered lost
transportation request. Under no cir-
cumstances shall transportation re-
quests which have been reported as lost
or stolen be subsequently used to obtain
transportation or accommodations if
such documents are found or recovered.
Subsequently recovered transportation
requests which have been previously re-
ported lost or stolen, whether in blank
or completely filled out, shall be
promptly transmitted to the issuing offi-
cer who shall endorse the documents
"Canceled" and then forward them
through administrative channels for
disposition as directed by General Serv-
ices Adminstration.

§ 7.62 Billings for lost transportation
requests by carriers. Carriers which
have lost or misplaced United States of
America Transportation Requests which
have been honored for services may bill
for such charges on Standard Form No.
1171, Public Voucher for Transportation
of Passengers, direct to the Transporta-
tion Division, U. S. General Accounting
Office, Washington 25, D. C. Each item
so involved must be supported by, (a)
A Certificate in Laeu of Lost United
States of America Transportation Re-
quest, Standard Form No. 1172, and (b)
a statement embodying a recital of any
other pertinent facts and circumstances.
Such billings may cover one or more lost
transportation request items but should
not be included on bills that refer to any
other type of transaction.

§ 7.63 Disposition of transportation
requests previously certified lost. If an
original United States of America Trans-
portation Request which has been certi-
fied as lost is subsequently located by
a carrier, it shall be forwarded promptly
to the Transportation Division, U. S.
General Accounting Office, Washington
25, D. C., together with a full explana-

tion of the facts and circumstances and
a citation to the carrier bill on which
Standard Form No. 1172 was presented
for payment.

CONTRACT SERVICES

§ 7.64 Procedures for procurement of
transportation services by contract.
Contracts, negotiated or otherwise,
which cover rates or services from air,
rail, bus, or water carriers for the ac-
count of any agency, department, or
establishment of the Government shall
be reduced to writing and signed by the
contracting parties. The original of
each such contract shall be dispatched
directly to the Transportation Division,
U. S. General Accounting Office, Wash-
ington 25, D. C., for examination and
retention. Any services ordered under
such contracts shall be secured by the
issuance of transportation requests,
each of which shall bear reference to the
pertinent contract; billed by the carrier
on Standard Form No. 1171, Public
Voucher for Transportation of Passen-
gers, and paid in the same manner as
passenger transportation charges gen-
erally.

CHARTER SERVICES

§ 7.65 Procedures for procurement of
charter transportation services, When
charter services are ordered from an air
or bus carrier for the account of an
agency of the Government, the terms of
the charter must be reduced to writing
and signed by the representatives of the
Government and the carrier. Moreover,
such charter services shall be procured
by the use of United States of America
Transportation Requests, Standard
Form No. 1169, and billed on Public
Voucher. for Transportation of Passen-
gers, Standard Form No. 1171. The
original of each charter order or cer-
tificate must accompany the related
transportation request when it is billed.

BILLING AND PAYMENT OF PASSENGER
TRANSPORTATION CHARGES

§ 7.66 Carrier bills; Standard Form
No. 1171. Carrier original bills for
transportation services durmshed under
these regulations for the account of The
United States shall be prepared on
Standard Form No. 1171, Public Voucher
for Transportation of Passengers, in-
cluding one memorandum copy thereof,
Standard Form No. 1171a, and presented
for payment as directed on the transpor-
tation request.

§ 7.67 Transmission of carrier bills
with supporting data. Standard Forms
No. 1169 together with the respective
supporting documentation, which shall
be cross-referenced as to the involved
transportation request, should be placed
in one envelope and forwarded with the
related Standard Form No. 1171 for pay-
ment and audit.

§ 7.68 Single payment for transpor-
tation and' Pullman services. When
Standard Form No. 1169 has been issued
for the joint procurement of transpor-
tation and Pullman accommodations,
the honoring rail carrier shall bill for
both transportation and Pullman accom-
modations and payment shall be made

by the Issuance of but one check for the
total amount payable.

§ 7.69 Execution of Standard Form
No. 1171. Standard Form No. 1171 shall
reflect the complete serial number of
each billed transportation request and
show opposite thereto the applicable
charges: those for transportation in the
column headed "Transportation" and
those for accommodations, such as Pull-
man, air berth, or stateroom, in the
column headed "Accommodations" En-
tries in these respective columns should
correspond with the totals shown under
"Auditor's Value" In the "For Carriers
Use Only" area on each listed Standard
Form No. 1169, with a separate total for
each column and a grand total shown in
the designated spaces. Standard Form
No. 1171 is designed to permit machino
tabular listings of transportation re-
quests though such Is not a requirement.
MACHINE PUNCHING BY CARRIERS ON UNITDI)

STATES OF AMERICA TRANSPORTATION
REQUESTS
§ 7.70 Carrier machine punchings on

transportation requests. Carriers using
80 column tabulating equipment may
elect to punch certain information in th
transportation requests. However, such
punching Is restricted to the information
and card fields listed below, Any carrier
electing to punch must punch all the
applicable data as follows:
48-52 Carrier's Code No. (To be suppliod

upon request by Transportation
Division, U. S. General Accounting
Oiceo, Washington 25, D. C.)

53-57 Carrier's Bill No.
58-65 Total amount of transportation

charges.
66-72 Total amount of accommodation and

other charges.

FACTUAL SUPPORT OF CHARGES BILLED
o§7.71 Referencing and associating

supporting papers, In all instances
when information or facts additional to
those shown on the transportation re-
quest are necessary to support or explain
charges billed, the statement of such
facts-Including where required original
signed certifications or affidavits, section
22 Quotations, charter orders, air ferry
mileage supports, excess baggage cou-
pons or similar documentary evidenco
showing gross and net weights, bus dead-
head mileage supports, Accommodation
Authority forms, authorizations, etc.-
shall be appropriately referenced as to
the serial number of the pertinent trans-
portation request and together there-
with shall accompany at all times the
standard Form No. 1171 covering tho
billing of such document.
CARRIER NOTATIONS ON UNITED STATES Or

AMERICA TRANSPORTATION REQUESTS
§ 7.72 Omission of unnecessary nota-

tions. .Transportation requests should
not be subjected to unnecessary nota-
tions during the carrier's audit since it
is essential that the requests reflect only
transactions between travelers and car-
rier agents. However, this should not
be construed as prohibiting mechanized
interpretation in. the designated spaces
in the upper right-hand corner of the
request, nor other desirable informative
notations.
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TRAVEL AGENCY BILLINGS

§ 7.73 Travel agency additional bill-
ring procedure. Travel agencies must
support charges billed for each trans-
portation request by a citation to the
tariff or other authority relied upon to
substantiate the billing and if not clearly
set forth.on the transportation request,
such agencies must furnish information
as to the names of the carriers involved
in the routes- of travel and the connect-
ing or interchange points of the several
carriers, if more than one carrier is con-
•cerned m such routes of travel. This
showing may be on the face of the bill,
Standard Form No. 1171, if space per-
mits, otherwise, on'a separate attach-
ment to Standard Form 1o. 1171.

OVERPAYN AND DEBT COLLECTIONS

§ 7.74 Camer's rights as to payment.
Bills of carriers subject to the Interstate
Commerce Act and the Civil Aeronautics
Act for transportation of persons are re-
quired to be paid upon presentation and
prior to audit or settlement in the Gen-
eral Accounting Office, with the right re-
served to the Government to deduct the
amount of any overpayment to any such
carner from any amount subsequently
found due such carrer.

§ 7.75 Exceptions to liability of dis-
bursa g and certifying officers. Also,
certifying and disbursing officers are re-
lieved of liability for overpayments made
.for transportation furnished on Govern-
ment transportation requests due to: (a)
Improper transportation rates, (b)" im-
proper classifications, or (c) failure to
deduct the proper amount under equali-
zation or other agreements.

§ 7.76 Audit of vouchers and collec-
tion of overpayments by General Ac-
counting Office. In order to discharge
its responsibilities under the law to per-
form a post-payment audit of billings
for passenger transportation services
furnished for the account of the United
States, the General Accounting Offic has
centralized in its Transportation Divi-
sion in Washington the related functions
of audit and collection of overpayments
to carriers.

§ 7.77 Overpayment collection proce-
-dure. If it be determined m the Trans-
portation Division in the U. S. General
Accounting Office that an overpayment
has been made on a particular bill for
passenger transportation services or if
the payment record fails to legally and
adequately support such billing, a GAO
Form 1003, Notice of Overpayment, is
dispatched directly to the carrier or
travel agency with request for prompt re-
fund of the amount due the United
States, failing which a disbursing officer
is requested to effect deduction of the
amount determined due the United
States from an unpaid amount otherwise
due the carrer or travel agency. As
circumstances require, further actions
properly to protect the interests of the
United States are taken progressively
and, when deemed necessary, such debts
are transmitted to the Department of
Justice for collection by suit or other-
wise.

§7.78. Disposition of overpayment
collections. The foregoing proceedings
are conducted directly with indebted
carriers and do not provide for advice to
agencies and departments of the initia-
tion or progress thereof. Collections by
or for the Transportation Division are
deposited for credit in accordance with
accounting procedures prescribed for
Government agencies generally.

§ 7.'79 Co-ordination of collection
activities. Also, the Transportation
Division acts for departments, agencies,
and establishments of the Government
as a focal point for collection of accounts
receivable due from carriers when such
have been administratively determined
as uncoUectible or as to which It appears
the facilities of that Division afford a
means for prompt collections.

cLAn's
§ 7.80 Presentation of claims to Gen-

eral 4ccounting Office. Whenever It is
determined by a carrier that there Is due
for passenger transportation services or
accommodations furnished for the ac-
count of the United States an amount
additional to that previously billed and
paid for the same services or accommo-
dations or a totally unpaid amount for
services and accommodations furnished
the United States more than one year
previously, there may be presented di-
rectly to the Transportation Division,
U. S. General Accounting Office, Wash-
ington 25, D. C., a claim (supplemental
bill) for the amount deemed due.

§ 7.81 Preparation of supplemental
bills. Each such claim (supplemental
bill) shall: (a) Be presented on Stand-
ard Form No. 1171, Public Voucher for
Transportation of Passengers; (b) set
forth the bases upon which the amount
sought is asserted as due from the
United States; (C) furnish the serial
number of each pertinent United States
of America Transportation Request;
(d) cite the previous bill of the carrier
covering amounts paid; and (e) bear
the handwritten signature of an author-
ized official or agent. To facilitate con-
sideration, each claim (supplemental
bill) should be restrlcted-to the same
items covered Ih a single original bill,

§ 7.82 Substantiation of supplemental
bills. Carriers are advised that claims
(supplemental bills) must be supported
by such evidentiary data as will establish
substantively the liability of the United
States and thus warrant consideration
by the U. S. General Accounting Office.
Bare assertions as to amounts due from
the United States which are unsupported
by statements of facts and pertinent de-
tails or necessary evidentiary support
may be returned without action by the
Transportation Division.

§ 7.83 Sthtute of limitations on
claims. In every Instance In which a
claim (supplemental bill) Is first pre-
sented to the U. S. General Accounting
Office more than ten years after the date
such claim first accrued, the law requires
the return by the U. S. General Account-
ing Office of such claim without action.

§ 7.84 Administrative reports on ear-
rter claims. In order to adjudicate

properly the rights of claimants and the
United States, it may be necessary for
the Transportation Division to request
a report from the agency or department
for which the service was furnished as
to the facts and the Government funds
involved and to have withdrawn from
Government agency or storage files the
original billing and payment or pro-
curement documentation. Due to the
time required to assemble necessary re-
ports and records, claimants should
withhold inquiries for at least six months
after filing.

§ 7.85 Disposition of claims and ap-
peal procedures. Advice of disposition
of each claim (supplemental bill) filed
with the Transportation Division, U. S.
General Accounting Office, is transmitted
directly to the claimant. Request for
explanation of claim adjudication action,
protest to such action, or request for re-
consideration thereof should be directed
first to the Director, Transportation Di-
vision, U. S. General Accounting Office,
Washington 25, D. C. Such protest or
request should set forth the laws, deci-
sions, tariffs, or facts relied upon to sup-
port the position of the claimant and
there should be furnished originals or
certified copies of such carrier documents
as are pertinent to the claim record. If
there be disagreement with the final ac-
tion taken upon reconsideration in the
Transportation Division of a supple-
mental bill (claim), claimants may re-
quest a review by the Comptroller Gen-
eral of the United States, U. S. General
Accounting Office, Washington 25, D. C.

§ 7.86 Carrier attorneys or agents.
When carriers are represented in person
or through correspondence by attorneys,
attorneys-in-fact, or agents with respect
to matters pending before the U. S. Gen-
eral Accounting Office and its Transpor-
tation Division. there must be of record
such authorization as meets the require-
ments of Special Regulation No. 1 of the
U. S. General Accounting Office, and § 1.1
of this chapter. Such requirements do
not apply to full-time officials and em-
ployees of carriers.

§ 7.87 Transmission of doubtful car-
rier claims to General Accounting Office.
Whenever there is presented for pay-
ment to any department, agency, or es-
tablishment of the Government a carrier
bill as to which there arises a substantial
question of law or fact as to entitlement
to payment, the said bill may be trans-
mitted through appropriate adminstra-
tive channels to the Transportation
Division, U. S. General Accounting Office,
Washington 25, D. C., together with a
report of attendant facts and circum-
stances, a recommendation as to disposi-
tion of the matter, and a citation to the
appropriation or fund to be charged with
any amount allowed.

EXCEPTIONS

§ 7.88 Exceptions to regulations. Ex-
ceptions to these regulations may be
made only after obtaining the written
approval of the Comptroller General of
the United States.

GOVEE r 2 uT CORPORATIONS

§ 7.89 Adoption of Procedures and
forms by Government corporations. All

FEDERAL REGISTER 4709



RULES AND REGULATIONS

'or any part oT'the procedures and forms
prescribed herein may be adopted for use
by Government corporations, provided,
notice of the extent thereof and the ef-
fective date shall be transmitted in
advance to the Director, Transportation
'Division, U. S. General Accounting Office,
'Washington 25, D. C.

EFFECTIVE DATE

'§'7.90 Bffective date. The provisions
of the regulations in this part shall be-
come effective July 1, 1955. General
Regulations No. 108, issued November
.21, 1946, and Supplements Nos. 1, 2, 3,
and 4, thereto, dated July 3, 1950, April
16, 1951, May 14, 1951, and June 14, 1951,
are rescinded as of June 30, 1955.

APPENDIXES

§ 7.91 Appendixes. Facsimile blank
Copies of the prescribed.Standard Forms
-Nos. 1169, 1169a, 1169b, 1169c, 1170, 1171,
1171a, 1172, and 1173, in addition to
specimen examples" of properly issued
transportation requests in certam situa-
tions, are attached to General Regula-
,tions No. 123. Also, there is-attached to
such regulation a facsnnile-copy of the
"Accommodation Authority" form 2 re-
ferred to in this part.

COPIES OF GENERAL -REGULATIONS 'NO. 123

§ 7.92 Purchasing copies of regula-
.tion. Copies of General Regulations No.
123 may be purchased from the Superin-
,tendent of Documents, U. S. Government
,Printing Office, Washington 25, D. C.

[SEAL] JosEPH CAWPELL,
Comptroller General

of the United States.
IF. n. Doc. 55-5341- Filed, June 30, 1955;

12:35 p. m.]

PART 9-PuBLIc VoucHER FOR.TRA-NSPOR-

TATION CHARGES
USE BY CARRIERS IN BILLING PASSENGER

TRANSPORTATION CHARGES
Effective June 30, -1955, §-9.3 is re-

voked.
(Sees. 309, 311 (f), 42 Stat. 25; 31 U. S. C. 49,
52 (f))

[SEAL] JOSEPH CAMPBELL,
Comptroller General

of the United States.
[F. R. Doe. 55-5340; Filed, June 30, 1955;

12:35 p. m.]

TITLE 5-ADMINISTRATIVE
PERSONNEL

Chapter I-Civil Service Commissior"
PART 6-EXCEPTIONS FROM THE

COMPETITIVE SERVICE

DEPARTMENT OF THE INTERIOR
Effective upon publication in the FED-

ERAL REGISTER, paragraph (h) (3) of
§ 6.310 is-amended and paragraph's(h)
(4) is added as set out below.

1 Not filed with the Division of the Federal
Register.

2 Filed as part of original document.

16310 Department of the Interior.
* -*

(h) National Park Service.* * *
(3) TwoAssistant Directors.
(4) One Associate Director.

(R. S. 1753, sec. 2; 22 Stat. 403; § U. S. C. 631,
633; -E. 0. 10440, 18 F. R; 1823, 3 CFR 1953
-Supp.)

-UNITED STATES CIVIL SERV-
ICE COMAIUSSION,

•5sEAL] WM. .C.'HULL,
Executive Assistant.

IF. 11, Doc. 55-,5342; Flied, July 1, 1955;
8:47 a. m.]

TITLE 7-AGRICULTURE
Chapter IX-Agricultural Marketing

'Service (Marketing Agreements and
Orders), Department of Agriculture

[Valencia Orange Reg. 42]

-PART 922-VALENCIA ORANGES GROWN IN
ARIZONA AND DESIGNATED PART OF'CALI-
FORNIA

LIMITATION OF HANDLING

§ 922.342 Valencza Orange Regula-
tioln 42-4a) Findings. (1) Pursuant to.

.Order No. 22 (19 F. R. 1741) regulating
,the handling of Valencia oranges grown
.mArizona and designated -partofoCali-
.forma, effective March 31, 1954, under
the applicable provisions of the Agri-
cultural Marketing Agreement Act of
1937, as-amended (7 U. S. C. 601 et seq.),
and upon the basis of the recommenda-
tion and information submitted by the
Valencia Orange Administrative Corn-
zmittee, established under the said order,
'and upon other available information,
it is hereby found that the limitation of
handling of such Valencia oranges, as
hereinafter provided, will tend to effec-
'tuate the declared policy of the act.

(2) It is hereby further found that it
is impracticable and contrary to the
-public interest to give preliminary notice,
engage in public rule-making procedure,
and postpone the effective date of this
-section until 30 days after publication
'thereof in the FEDERAL REGISTER (60 Stat.
237; 5 U. S. C. 1001 et seq.) because the
time intervening between the date when
information upon whicR this section is
based -became available and the time
when this section must become effective
in order to effectuate the declared policy
of the act is'insufficient, and a reason-
able time as permitted, under the cir-
cumstances, for preparation for such ef-
fective time; and good cause exists for
-making the provisions hereof effective as
hereinafter set forth. The Valencia
Orange Administrative Committee held
an open meeting on June 23, 1955, after
giving due notice thereof, to consider
supply and market conditions for Va-
lencia oranges and the need for regula-
tion; interested persons were afforded

,-an opportunity ,to submit information
'and view. at this meeting; the recom-
•mendation and supporting information
,for regulation during the period speci-
fied hereiii 'was promptly submitted to

-the Department after such meeting was
held; the provisions of this section, in-
cluding its effective time, are identical
with :the aforesaid recommendation of

the committee, and Information con-
cerning such provisions and effective
.time has been disseminated among han-
dlers of such Valencia oranges: it is nec-
.essary, in order to effectuate the declared
policy of the act, to make this section
.effective during the period herein speol-
fled; and compliance with this section
will not require any special preparation
on the part of persons pubJect thereto
which cannot be completed on or beforo
'the effective date hereof.

(b) Order (1) Valencia Orange Reg-
ulation 31 (§ 922.331, 20 F R. 2508) Is.
hereby terminated at 12:01 a. m., P s. t.,
July 3, 1955, and upon such termination
the provisions of Valencia Orange Rcgu-

"iation 28 (Q 922.328; 20 F R. 1845) shall
not thereafter be applicable to the han-
dling of Valencia oranges grown in
District .1.

(2) During the period beginning at
12:01 a. m., P s. t., July 3, 1955, and

.ending at 12:01 a.m,, P s. t., FebrUary 5,
-1956, 'no handler shall handle any
Valencia oranges, grown In District 1
.or in District 2, which are ,of a size
smaller than 2.31 Inches In diameter,
which shall be the largest measurement
-at a right angle to a straight line run-
ning from the stem to the blossom end
of the fruit: Rrovided, Thatnot to ex-
ceed 5 percent, by count, of the oranges
contained In any type of container may
measure smaller than 2.31 Inches in
diameter.

(3) As used in this section, "handle,"
"handler," "District 1," and "District 2"
shall have the same meaning as when
used in said order.
(Sec. 5, 49 Stat. 153, as amended; 7 U. S. C.
08c)
Dated: June 29, 1955.
[SEAL] S. R. Srm,

Director Fruit and Vegetable
Division, Agricultural Mar-
keting Service.

[IF. . Doe. 55-5334; Filed, July 1, 1055,:
8:40 a. m.]

[Valencia Orange Reg.-431

PART 922-VALENCIA ORANGES GROWN IN
ARIZONA AND DESrGNATED PART OF ,CALI-
FORNIA

LIMITATION OF HANDLING
§ 922.343 Valencia Orange Regulation

43-(a) Findings. (1) Pursuant to
Order No. 22 (19 F R. 1741), regulating
the handling of Valencia oranges grown
in Arizona and designated part of Cali-
fornia, effective March 31, 1954, under
'the applicable provisions of the Agrlcul-
tdral Marketing Agreement Act of 1937,
.as amended (7 U. S..C. 601 et seq.) and
'upon the basis of the recommndation
.and Information submitted by the Valen-
cia Orange Administrative Committee,
established under the said, order, and
upon other available Information, it Is
hereby found that the limitation of han-
dling of such Valencia oranges, as hero-
inafter provided, will tend to effectuate
the declared policy of the act.

(2) It Is hereby further found that It
is impracticable and contrary to the pub-
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lie interest to give preliminary notice,
engage in public rule-making procedure,
and postpone the effective date of this
section until 30 days after publication
thereof in the FErDE IR isTER (60 Stat.
237; 5 U. S. C. 1001 et seq.) because the
time intervening between the date when
information upon winch this section is
based became available and the time
when this section must become effective
in order to effectuate the declared policy
of the act is insufficient, and a reason-
able time is permitted, under the cir-
cumstances, for preparation for such ef-
fective time; and good'cause exists for
making thq provisions hereof effective
as hereinafter set forth. The Valencia
Orange Administrative Committee held
an open meeting on June 30, 1955, after
-giving due notice thereof, to consider
supply and -market conditions for Va-
lencia oranges and the need for regula-
tion; interestedpersons were afforded an
opportunity to submit information and
views at tbis meeting; the recommenda-
tionand supporting information for reg-
-ulation during the period specified herein
-was promptly submitted to the Depart-
ment after such meeting was held; the
provi ions of this section, including its
-effective time, are identical with the
aforesaid recommendation of the con-
-nittee, and information-concerning-such
provisions and effective time has been

- disseminated among handlers of such
Valencia oranges; it is necessary, in or-
der to effectuate the declared.-policy of
the act, to make this section effective
during the period herein specified; and
compliance with this section will not re-
quire any special-preparation on the part
of persons subject thereto winch cannot
be completed on or before the effective
date hereof.

(b) Order (1) The quantity of Va-
lencia oranges grown in Arizona and
designated part of California winch may
be handled during the period beginning
at 12:01 a. m., P. s. t., July 3, 1955, and
ending at 12:01 a. in., P. s. t., July 10,
1955, is iereby fixed as follows:

(i) Districtl. Unlimited movement;
(ii) District 2: 415,800 boxes;
(iii) District 3: Unlimited movement.
(2) Valencia oranges handled pur-

suant to the provisions of this section
shall be subject to any size restrictions
applicable thereto winch have heretofore
been issued on the handling of such
oranges and winch are effective during
the period specified herein.

(3) As used in this section, "han-
.died," "handler," "boxes," "District 1,"
'"istrict 2," and "Distriet 3," shall have
the same meaning as -when used in said
order.
(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C.
608c)

Dated: July 1, 1955.

[SEAL] FLOYD F. HEDLUND,
Acting Director Fruit and Veg-

etable Division, Agrwultural
Marketing Bervice,

['. R. Doc. 55-5435; 'Filed, July 1, 1955;
11:38 a. nL

FEDERAL REGISTER

ILemna Reg. 5901
PART 953-Lous Gaovan n; ChAoninA

Aim Arixzoi&
LImITATIONS O? sHIPOF -;Ts

§ 953.703 Lemon Regulation 596-(a)
Findings. (1) Pursuant to the market-
ing agreement, as amended, and Order
No. 53, as amended (7 CFR Part 953;
19 F. R. 7175; 20 F. R. 2913) reaulatng
the handling of lemons grown in the
State of California or in the State of
Arizona, effective under the applicable
provisions of the Agricultural Marketing
Agreement Act of 1937, as amended (7
U. S. C. 601 et seq.), and upon the basis
of the recommendation and Information
submitted by the Lemon Administratlve
Committee, established under the said
amended marketing agreement and
order, and upon other available infor-
mation, it is hereby found that the Um-
itation of the quantity of such lemons
which may be handled, as hereinafter
provided, will tend to effectuate the de-
clared policy of the act.

(2) It is Hereby further found that it
Is impracticable and contrary to the pub-
-lie interest to give preliminary notice,
*engage in public rule-making procedure,
-and postpone the effective date of this
section until 30 days after publication
-thereof in the FtDERAL REGI TM (60 Stat.
237; 5 U. S. C. 1001 et seq.) because the
time intervening between the date when
information, upon which this section is
based became available and the time
when this section must become effective
-in order to effectuate the declared policy
of the act is insufficient, and a reasonable
time is permitted, under the circum-
stances, for preparation for such effec-
tive time; and good cause exists for mak-
-Ing the provisions hereof effective as
hereinafter set forth. Shipments of
lemons, grown in the State of California
or in the State of Arizona, are currently
subject to regulation pursuant to said
amended marketing agreement and or-
der; the recommendation and Support-
ing information for regulation during
the period specified herein was promptly
submitted to the Department after-an
open meeting of the Lemon Administra-
tive Committee on June 29, 1955, such
meeting was held, after giving due no-
tice thereof to consider recommenda-
tions for regulation, and interested
persons were afforded an opportunity to
submit their views at this meeting; the
provisions of this section, including Its
effective time, are Identical with the
aforesaid recommendation of the com-
mittee, and information concerning such
provisions and effective time has been
disseminated among handlers of such
lemons; it isnecessary, in order to effec-
tuate the declared policy of the act, to
make this section effective during the
period hereinafter specified; and com-
pliance with this section will not require
any special preparation on the part of
persons subject thereto which cannot be
completed by the effective time thereof.

(b), Order (1) The quantity of
lemons grown in the State of California
or in the State of Arizona which may
be handled -during the period beginning
at 12:01 a. m., P. s. t., July 3, 1955, and

4711

ending at 12:01 a. m., -P. s. t, July 10,
1955, is hereby fixed as follows:

() District 1. Unlimited movement;
i) District 2: 600 carloads;

(ID District 3: Unlimited movement.
(2) As used in this section, "handled:"

"carloads," "DIstrict 1:' "District 2," and
"DIstrict 3" shall have the same meaning
as when used in the said amended mar-
keting agreement and order.
(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C.
Ca e)

Dated: June 30, 1955.
[sALI FLOYD F. HEDLUND,

Acting Director, Fruit and Veg-
etable Division, Agricultural
Marketing Service.

[P. R. Doc. 55-5409; Filed, July 1, 1955;
8:35 a.m.]

[Lime Order 1]
PAnT 1001-LImas Guovi in FtormA

QUALItY REGATION
§ 1001.301 Lime Order I-(a)Find-

'tngs. (1) Pursuant to the marketing
agreement and Order No. 101 (7 C
Part 1001, 20 F. R. 4179) regulating the
handling of limes grown In Florida,
effective under the applicable provisions
of the Agricultural M£arketing Agreement
Act of 1937, as amended (7 U.S. C. 601
Cet seq., 68 Stat. 906,1047) and upon the
basis of the recommendations of the
Florida Lime Administrative Committee,
established under -he aforesaid market-
Ing agreement and order, and upon other
available information. it is hereby found
that the limitation of handling of limes,
as herelnafter provided, will tend to
effectuate the declared policy of the act

(2) It is hereby further found that
it is impracticable and contrary to the
public interest to give preliminary no-
tice, engage In public rule-making pro-
cedure, and postpone the effective date
of this section until 30 days after publi-
cation thereof In the FEDEn&L R s
(60 Stat. 237; 5 U. S. C. 1001 et seq.)
In that, as hereinafter set forth, the time
Intervening between the date when in-
formation upon which this section is
based became available and the time
when this section must become effective
In order to effectuate the declared policy
of the act is Insufficient; a reasonable
time is permitted, under the circum-
stances, for preparation for such effec-
tive time; and good cause exists for mak-
ing the provisions hereof effective not
later than July 4, 1955. The shipping
season for Florida limes was already un-
derway on June 15, 1955, the date upon
which Marketing Agreement No. 126 and
Order No. 101 became effective; the Flor-
ida Lime Administrative Committee met
and organized on June 23,1955, at which
time consideration was given to all avail-
able Information as to anticipated pro-
ductlon of Florida limes during the
1955-56 season, the demand situation,
the current rate of shipments and the
prices being received by the growers of
such limes. The recommendation for
regulation of shipments covered by this
section and supporting information was
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submitted to the Department following
the meeting which was held after due
notice had been given thereof; interested
parties were afforded an opportunity- to
submit their views at this meetingZ the
provisions of this section are identical
with the aforesaid recommendations of
the committee and information concern-
ing such provisions-have been dissemi-
nated among the hanllers of limes; and
compliance with the provisions of this
section will not require of handlers any
preparation therefor which cannot be
completed by the effective time hereof.

(b) Order (1) During the period be-
ginning at 12:01 a. n., e. s. t., July 4,
1955. and ending at 12:01 a. m., e. s. t.,
April 1, 1956, no handler shall handle:

(1) Any limes grown in the State of
Florida, except the area West of the
Suwannee River, of the group known as
large fruited or Persian limes (including
Tahiti, Bearss, and similar varieties)
which do not grade at least U. S. No. 2.

(2) As used in this section "handler"
and "handle" shall have the same mean-
ing as when used in said marketing
agreement and order* and the term
"U.-S. No. 2" shall have the same mean-
Ing as when used in the United States
Standards for Persian (Tahiti) Limes, as
recodifled (Q 51.1001 of this title; 18 P. R.
7107)
(Sec. 5, 4 Stat. 753, as amended;'7 U. S. C.
608c)

Dated: June 29, 1955.
[SEAL] S. R. SmrTr,

Director Fruit and Vegetable
,Divzsion, Agricultural Mar-
keting Service.

IF. R. Dc. 55-5360; Filed, July 1. 1955;
8:51 a. m.J

TITLE 10-ATOMIC ENERGY
Chapter I-Atomic Energy

Commission
PART 37-RADioIsOTOPE RESEARCA

SUPPORT PROGRAMS
Pursuant to section 3 of the Adminis-

trative Procedure Act, Public Law 404,
79th Congress, 2d Session, the following
rule is published as a document subject
to codification, effective July 1, 1955.
Sec.
37.1 Purpose.
37.2 Scope.
37.3 Definitions.
37.4 Interpretations.
37.6 Communications.
37.6 Applications. -
37.7 Additional Information.
37.8 Requirements for approval.
37.9- Issuance.
37.10 Disapproval of applications.
37.11 Discount Certificate.
37.12 Discount purchase procedures.
37.13 Procedures for suppliers.

AuToarrY: §§ 37.1 to 37.13 Issued under
sec. 161. 68 Stat. 948; 42 U. S. C. 2201.
Interpret or apply sees. 31, 81, 68 Stat. 927,
935; 42 U. S. C. 2051, 2111.

§ 37.1 Purpose. The regulations In
this part set forth the Atomic Energy
Commission's criteria and' procedures
for the purchase of radioisotopes, at a
discount, for use in research programs
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within the scope of the regulations In
this part.

§ 37.2 Scope. The scope of the pro-
gram set forth in this part extends only
to purchases of radioisotopes for use in
research in the fields of agriculture and
biomedicine, including research in medi-
cal therapy and diagnosis, and permits
such purchases at 20 percent of the cur-
rent prices established by the Commis-
sion., Discount purchases are not per-
mitted for radioisotopes used in routine
clinical treatment,,m fixed sources such
as strontium applicators, teletherapy
units, cobalt-60 ieedles and applicators,
gold 198 colloid, or Y-90 colloid. All
discount purchases of radioisotopes are
subject to budgetary limitations and the
availability of funds, and to the byprod-
uct license" requirements of Part 30 of
this chapter.

§ 37.3 Definitions. As used In this
-part: (a) "Applicant" means any do-
mestic user of radioisotopes that is an
individual, corporation, partnership,
firm, association, trust, estate, public or
private institution, group;a State or any
political subdivision of, or any political
entity within a State, or a legal succes-
sor, representative, agent or agency of
the foregoing: Provided however That
the term "applicant" shall not include,
for purposes of'this part, any agencies
of the United States Government or any
contractor operated facility, wholly sup-
ported by the AEC.

(b) "Commssion" means the Atomic
Energy, Comission or its duly author-
ized representative.

(c) "Director" means the Director,
Division of Biology and Medicine, or his
duly authorized representative.

(d) "Distributor" means any AEC fa-
cility which produces radioisotopes for
sale.

(e) "Purchaser" means any applicant
to which the Commission has issued a
Discount Certificate.

(f) "Radioisotope" means any byprod-
uct material as defined in section 11 (e)
of the Atomic Energy Act of 1954.

(g) "Supplier" means anyone, licensed
by the Atomic Energy Commission under-
the authority of section 81 of the Atomic
Energy Act of 1954, engaged in the busi-
ness of selling radioisotopes.

§ 37.4 Interpretations. Except as
specifically authorized by the Commis-
sion in writing, no interpretation of the
meaning/of the regulations in this part
by any officer or employee of the 'Com-
mission other than by the General Coun-
sel, in writing, will be recognized to be
binding upon the Commission.

§ 37.5 Communications. All com-
munications concerning the program es-
tablished in this part, and applications

-fBled in connection with it, should be
addressed to the United States Atomic
Energy Commission, Washington 25,
D. - C., Attention: Director, Division of
Biology and Medicine.

§.37.6 Applications. (a) Any appli-
cant desiring to purchase-radioisotopes
at discount from the AEC established
price, pursuant to this part shall file
with the Director a Form AEC-372,

"Application for Radioisotope Research
Support."

(b) Form AEC-372, will require the
applicant to: State name and address'
agree to limit the use of the radioisotopes
purchased at discount solely to the pur-
poses permitted by the program; agree
to make the results of the research avail-
able either for publication or to the AEC:
agree to treat Restricted Data developed
in the course of the research tn accord-
ance, with the security requirements of
the Atomic Energy Act of 1954 and the
Commission's regulations for the safe-
guarding of Restricted Data, summarize
the nature of the research In connection
with which the radloisotopes will be
used; state the location at which the re-
search Is to be conducted; briefly de-
scribe facilities to be used for the par-
ticular research proposed; summarize
briefly the research experience of the
applicant; list Its licenses or authoriza-
tions permitting the procurement of
radioisotopes for use In connection with
the research proposed: and, state
whether or not the contemplated medi-
cal research Involves human applica-
tions, and if so, whether or 'not the
applicant Is a Doctor of Medicine and
licensed to practice In the jurisdicton in
which the research will be conducted,

§ 37.7 Additional information. The
Director may, at any time after the Il-
ing of the original application and be-
fore the expiration of the DiscoUnt Cer-
tificate, require additional Information
in order to enable him to determine
whether the Discount Certificate should
be granted or denied or whether It should
be modified, suspended, or revoked.

§ 37.8 Requirements for approval.
The applicant must evidence, in Its ap-
plication and any supporting informa-
tion submitted supplementary thereto,
that it Is qualified to conuct the re-
search proposed, and that the research
proposed constitutes a well considered
program justifying an authorization to
purchase radioisotopes at a discount.

§ 37.9 Issuance. The Director will re-
view each application and, upon making
a finding that the applicant satisfies the
requirements of § 37.8 will Issue to the
applicant three original copies of a Dis-
count Certificate.

§ 37.10 Disapproval o1 applications.
If the Director determines that the ap-
plicant does not satisfy the requirements
of § 37.8. he will so notify the applicant
and include in the notice a statement of
the reasons for that determination. The
Director's determination shall be final.

§ 37.11 Discount Certificate. A Dis-
count Certificate:

(a) Is merely evidence that Its holder
may purchase radioisotopes at tlie dis-
count specified thereon;

(b) Does not, in any way,, affect any
limitations imposed by or abrogate any
requirements of byproduct licenses or
radioisotope authorizations Issued or re-
quired pursuant to the Atomic Energy
Act of 1954;

(c) Apart from any requirements or
limitations pursuant to § 37.11 (b) of
this part, sets no limits on the types or
quantities of. radioisotopes purchased;



Saturday, July 2, 1955

(d) Is non-transferable and non-
assignable;

(e) Is valid only during the fiscal year
(July 1-June 30) m which it is issued
but may be reissued for the ensuing
fiscal year upon the submission and ap-
proval of a new application;

(f) May be modified from time to
time, as the Director deems necessary.
m accordance with Commission regula-
tions and pursuant to established Com-
mission policy* and

(g) -May be suspended or revoked by
the Director,

(1) If budgetary or fiscal limitations
necessitate the discontinuance of the
program; or

(2) For cause, including, but not lim-
ited to, a material false statement in
the application, revealed conditions or
facts which would have warranted a
disapproval of the application in the
first instance, -failure to fulfill the obli-
gations undertaken in the application,
or violation of or failure to observe any
of the requirements, terms, or condi-
tions of the Atonnc Energy Act of 1954
or Commission regulations. The Certif-
icate holder shall be notified promptly
of a suspension or revocation for cause
and the reasons therefor.

§ 37.12 Discount purchase procedures.
,Discount Certificate holders may make
discount purchases of radioisotopes:

(a) By providing suppliers with a
purchase order upon which, or affixed to
which, is an exact signed copy of the
following:

The undersigned certifies to the supplier
and to the U. S. Atomic Energy Commission
that Discount Certificate No. ---------
which expires ----------------.- has been
issued to the undersigned by the Director.
Division of Biology and Medicine, U. S.
Atomic Energy Commission, authorizing the
purchase of radioisotopes at 20 percent of
AEC established price; that isotopes pur-
chased under this authority will be used only
for agricultural and biomedical research, in-
cluding research in medical therapy and
diagnosis; that the undersigned Is author-
ized. pursuant to the regulations in Title 10,
Part 30, Code of Federal Regulations, Radio-
isotope Distribution, to procure such radio-
isotopes; and, that all of the information

-set forth and the statements made herein
are to the best of (its) (my) knowledge true
and correct.

(Signature)

(b) By forwarding to the supplier,
along with the first purchase order
placed with it during the fiscal year then
current, a copy of the purchaser's Dis-
count Certificate as furnished by the
Commission, or a certified true copy
thereof.

§37.13 Procedures for sup p lers
(a) Suppliers that receive requests for
discount purchases are, before honoring
such requests, responsible for obtainng
a certified purchase order and a copy
of a Discount Certificate as required by
§ 37.12.

(b) A supplier that has honored a dis-
count purchase request for radioisotopes
shall, within 45 days from the date of the
discount sale, submit to the distributor
from which the radioisotopes were ob-
tamed, a request for a credit, against the
supplier's further purchases of radio-
isotopes, in the dollar amount of the dis-
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counts the supplier has allowed under
and in accordance with the regulations
in this part.

(c) Such a request for credit submit-
ted to a distributor shall summarize the
total of the credit requested for the
period covered and shall be accompanied
by supporting documents, such as ship-
ping memoranda, shipping tabulations,
or receipted purchase orders, which in-
elude the following pertinent informa-
tion with respect to each sale or ship-
ment and such additional Information
as may be required by the distributor:

(1) Name of purchaser in the same
manner as it appears on the purchaser's
Discount Certificate;

(2) Number of the purchaser's Dis-
count Certificate;

(3) Type and quantity of radioLsotopes
sold and delivered;

(4) Date of shipment;
(5) Evidence of the amount of the dis-

count given to the purchaser.
(d) The distributor shall, within a

reasonable time after receipt of a request
for credit, require any supplementary
supporting data that may be necessary
and notify the supplier of the credit
granted.

Dated at Washington, D. C., this 9:Sth
day of June 1955.

M. E. FIEWS3,
General Manager

[F. R. Doc. 55-5349; Filed, JUly 1, 1955;
8:49 a. m.]

TTLE 14-CIVIL AVIATION
Chapter [-Civil Aeronautics Board

[Reg. No. SR-302A1

PART 4b-AmPLANE AnWonTnInESS;
TRANSPORT CATEGORIES

PART 40-SCHEDULED INTERSTATE Am
CARRIER CERTIFICATION AND OPERATION

RULES

PART 41--CERTIFICATION AND OPERATION
RULES FOR SCHEDULED AIR CARRIER OF-
ERATIONS OUTSIDE CONTImTAL ILMTS

OF UNITED STATES

PART 42-IRREGULAR AIR CARRIER AND OFF-
ROUTE RULES

PART 43-GENERAL OPERATION RULES

PART 45-COMIMERcIAL OPERATOR CznTIFl-
CATION AND OPERATION RULES

SPECIAL CIVIL AIR REGULATION; POSITION
AND ANTI-COLLISION LIGHT SYSTEMS ON
TRANSPORT CATEGORY AIRPLANES
Adopted by the Civil Aeronautics

Board at its office in Washington, D. C.,
on the 29th day of June 1955.

On April 9, 1953, the Board adopted
Special Civil Air Regulation No. SR-392
which permits experimentation projects
on a limited number of airplanes for the
purpose of improving position light and
anti-collision light systems. SR-392
terminates on June 30, 1955. The Board
considers that further improvement of
the conspicuity of transport airplanes is
desirable and that continued experimen-
tation along these lines should be
permitted.

Although this special regulation makes
some changes in the language used in
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SR-392 and Civil Air Regulations Draft
Release No. 55-14, dated May 18, 1955,
such changes are considered minor and
have no substantive effect upon the
authorization contained in SR-392 and
extended by this special regulation.
This reulation authorizes continued ex-
perimentation on a limited number of
air carrier airplanes with position light
and anti-collision light systems which
deviate from the specifications pre-
scribed in presently effective Part 4b of
the Civil Air Regulations, provided such
deviations are within limitations pre-
scribed by the Administrator to be
necessary for safety and for avoiding
confusion in air navigation.

Interested persons have been afforded
an opportunity to participate in the
mahing of this re-ulation and due con-
sideration has been given to all relevant
matter prezented. Since this regulation
Imposes no additional burden on any
person, it may be made effective on less
than 30 days' notice.

In consideration of the foregoing, the
Civil Aeronautics Board hereby makes
and promulgates the following Special
Civil Air Re-ulation, effective July 1,
1955:

Contrary provislons of the Civil Air Regu-
latlons notvltbstanding. any air carrier may,
subject to the approval of the Administrator
install and use experimentally, on a limited
number of alrplaneo, equipment designed to
improve the psltion light and anti-collision
light cy tems presently specified in Part 4b,
of the Civil Air Regulations. The Adinis-
trator chal prcri=be such conditions and
llmltatlons ao may be neces--y to assure
cafety and to avoid confusion in air navig-a-
tlon. and chall require each carrier to disclose
publicly Its devlationz from the requirements
of Part 4b at times and in a -maner which
le deems con. Ltent with the best interests
of cafety.

This regulation supersedes Special
CivilfirRegulatonNo. SR-392 and shall
terminate June 30, 1960, unless sooner
superseded or rescinded.
(Sec. 205,52 Stat. 924; 49 U. S. C. 425. Inter-
pret. or applies res. 601, 603, 604, 52 S tat.
1007, 1003, 1010, as amended; 49 U. S. C. 551,
853,.854)

By the Civil Aeronautics Board.

[sEAL3 LL C. MULLIGAN,
Secretary.

[P. R. Dc. 55-8358; Filed, July 1, 1955;
8:51 a. m.I

[Civil Air Regs. Amdt. 40-151

PART 40-SCHEDULED INTErSTATE AI
CARRIER CERTIFICATION AND OPERATION
RULES

EN ROUTE NAVIGATIONAL FACILITIES
Adopted by the Civil Aeronautics

Board at Its office in Washington, D. C,
on the 29th day of June 1955.

Currently effective § 40.36 of Part 40
of the Civil Air Regulations requires that
nonvisual ground aids to air navigation.
be availabre along each route, but pro-
vides "That no nonvisual ground aids
to navigation are required for day VFR
operations where the characteristics of
the terrain are such that navigation can
be conducted by pilotage:' This
amendment permits VFR operations
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also at night, but only over lighted air-
ways or on routes where, in the opinion
of the Administrator, lighted landmarks
permit navigation to be safely conducted
by pilotage.

Prior to the effective date of revised
Part 40, night VFR operations were au-
thorized on certain routes not served by
nonvisual aids when such routes were
equipped with airway beacons and ob-
struction lights deemed by the Admin-
istrator to be adequate for safe air
carrier operations at night. At the time
Part 40 was revised it was considered
that authorization for night VFR was
inconsistent with the airborne equip-
ment requirements of § 40.231 (b) and
it was therefore deleted.

The Board has since been advised by
the Civil Aeronautics Administration
that as a result of this deletion it will
be necessary to cancel a large number
of night VER operations previously au-
thorized under the provisions of old
Parts 40 and 61 because the routes are
not equipped with nonvisual ground
aids. Thus it appears that the deletion
of the authorization for night VFR op-
erations is unduly restrictive with regard
to previously authorized routes.
Furthermore, the Board has received re-
quests from the industry that Pait 40 be
amended to permit again night VFR
operations on certain routes, where
lighted airway beacons or lighted land-
marks permit navigation to be con-
ducted by pilotage. The CAA also has
recommended such an amendment.

For the foregoing reasons, the Civil
Aeronautics Board issued a notice of pro-
posed rule making which was published
in the FEDERAL REGISTER (20 F R. 1057)
and circulated to the industry as Civil
Air Regulations Draft Release No. 55-4,
dated February 9, 1955, which proposed
to amend revised Part 40 to authorize
such operations.

Comment has been received which
recommends against the. proposal in
favor of the establishment of controlled
IFR routes between all airline terminals.
The Board agrees that it would be ideal
to establish controlled IFR routes be-
tween all airline terminals. However,
from a practical standpoint it must be
recognized that this is not possible for
the CAA to do for every route segment.
Furthermore, if this policy were adhered
to strictly it would prohibit many night
VFR operations which heretofore have
been approved and conducted safely for
a number of years. The Board does not
believe that such an effect is warranted.
Furthermore, the Board anticipates that
when checking route segments for ap-
proval for night VFR operations, the CAA
will give consideration to the character-
istics of the adjacent terrain and also to
the availability of radio navigational fa-
cilities adjacent to the route and that
safety will be adequately assured.

The Board believes that justification
exists for amending Part 40 of the Civil
Air Regulations to permit again VER
operations at night in accordance with
the provisions, and subject to the condi-
tions, prescribed by this amendment;
and the Board finds that safety will not
be jeopardized thereby.

Interested persons have been afforded
an opportunity to participate in the

making of this amendment, and due con-
sideration has been given to all relevant
matter presented. Since this amend-
ment relieves a restriction and imposes
no additional burden on any person, it
may be made effective without prior
notice.

In consideration of the foregoing, the
Civil Aeronautics Board hereby amends
Part 40 of the Civil Air Regulations (14
CPR Part 40, as amended) effective June
29, 1955:

By amending the proviso of § 40.36 to
read as follows:

§ 40.36 En route navigational facil-
ities. * * * "Provided, That no non-
visual ground aids to navigation are re-
quired for day VFR operations where the
chqracteristics of the terrain are such
that navigation can be conducted by
pilotage, or for night VFR operations
along lighted airways or on routes where
the Administrator has determined that
reliably lighted landmarks are adequate
for safe operations."
(Sec. 205, 52 Stat. 984; 49 U. S. C. 425. In-
terprets or applies sees. 601, 604, 52 Stat.
1007, 1010, as amended; 49 U. S. C. 551, 554)

By the Civil Aeronautics Board.
[sEAL] AL C. MULLIGAN,

SecretarY.
[F. Pl. Doc. 55-5359; Filed, July 1, 1955;

8:51 a. in.]

(See. 205,52 Stat. 984, as amended; 49 U. S. C.
425. Interpret or apply sec. 601, 52 Stat.
1007, as amended; 49 U. S. C. 551)

This amendment shall become effec-
tive on July 14, 1955.

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

[F. R. Doc. 55-5327; Ffled, July 1, 1955;
8:45 a. in.]

[Amdt. 121]

PART 608--RESTRICTED AREAS
CHINA LAKE, CALIFORNIA

The restricted area alteration appear-
ing hereinafter has been coordinated
with the civil operators involved, the
Army, the Navy and the Air Force,
through the Air Coordinating Commit-
tee, Airspace Panel and is adopted to
become effective when indicated in order
to promote safety of the flying public.
Since a military function of the United
States is involved, compliance with the
notice, procedure, and effective date pro-
visions of section 4 of the Administrative
Procedure Act is not required.

Part 608 is amended as follows:
1. In § 608.14, the China Lake, Cali-

fornia, area (R278) amended on Febru-

Chapter lI-Civil Aeronautics Admin-
istration, Department of Commorco

IAmdt. 120]
PART 608-RESTRICTED AREAS

WENDOVER, UTAH, AND SCHOFIELD, ISLAND Or
OAHU, TERRITORY OF IIANVAII

The restricted area alterations appear-
ing hereinafter have been coordinated
with the civil operators Involved, the
Army, the Navy, and 'the Air Force,
through the Air Coordinating Commit-
tee, Airspace Panel, and are adopted to
become effective when indicated in order
to promote safety of the flying public.
Since a military function of the United
States is involved, compliance with the
notice, procedure, and effective date pro-
visions of section 4 of the Administrative
Procedure Act is not required.

Part 608 is amended as follows:
1. In § 608.52, the Wendover, Utah,

area (R-258), amended on February 11,
1953, In 18 F R. 844 Is further amended
by changing the "Designated Altitude"
column to read: "Surface to unlimited";
and by changing the "Controlling
Agency" column to read: "Ninth Air
Force, Shaw AFB, South Carolina."

2. In § 608.62, the Schofield, Island of
Oahu, Territory of Hawaii, area, (R-
335), amended on February 11, 1053, In
18 F. R., 844 is redesignated as follows:

ary 26, 1955, in 20 F R. 1209, is further
amended by changing the "Controlling
Agency" column to read: "CO NOTS,
China Lake, California"

(Sec. 205, 52 Stat. 084, as amended: 40 U, S. 0.
425. Interprets or applies sec, 601, 52 Stat,
1007, as amended; 49 U. S. C. 651)

This amendment shall become effec-
tive upon publication In the FEDERAL
REGISTER.

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

[F. n. Dc. 55-5328; Filed, July 1, 1055;
8:45 a. in.]

TITLE 19-CUSTOMS DUTIES
Chapter I-Bureau of Customs,

Department of thoTreasury

[T. D. 53830]

PART 1-CUsToMS DISTRICTS AND PORTS

2HEADQUARTERS OF APPRAISERS OF
MERCHANDISE

As the offices of some of the appraisers
of merchandise are located in different
buildings than those occupied by the col-

Name and location ' Descriptionby geographical Designated Time of Controlling
(chart coordinates altitudes designation agency

SCHOFIELD, Island Beginning at latitude 21032'2511 16,000 feet As described in U A R P A 0,
of Oahu (R-335) (Ha- longitude 158110'30"' thence to mean sea NOTAMS. Fort Siaflte,
wallan Islands Chart). latitude 2131'36" longitude 1580 level Oahu, lee11,

04'45". thence to latitude 2130'
00" longitude 1580 04'33". thence
to latitude 212911" , longitude
159507133", thence to latitude 21 ,
30130" longitude 68i12130Y;
thence to latitude 21031'0011
longitude 158010'00'1" thence topoint of beginning.
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lectors of customs or deputy collectors,
it has been deemed advisable to include
the locations and mailing addresses of
the appraisers in the Customs Regula-
tions for the convenience of the public.

Accordingly, Part I of the Customs
Regulations is amended by adding a new

section designated § 1.6 to read as fol-
lows:

§ 1.6 Headquarters of appraisers of
merchandise. The locations of the
headquarters of the appraisers of mer-
chandise for the customs collection dis-
tricts are as follows:

Distrct Name of district Locton of bca quarta t Addrczr of nppratr of mXclan dc L:NO.

31 Alska ..................... -uneau, A l ........... 0).
26 A zon&_ ---------... ... - NogaleS, Ariz .............. Tcrre3 Avo rnl Intcmesrnaal St.;

P. O. Box 15".
9 Buffalo Buffalo 3. X.Y .............. 243 Washington St.

39 Chic. Chicago 7.'B1l ............... 610 South Canal St
47 Colorado ..........------------- Denver, Colo ..............- ).

6 Connecticut--------------Bridt'eport 9, Coma-........... Middlo St.
34 Dakota ---- -------------- Pebina. N. Dak -----. Noyes, Mins.i
36 Duluth and Superior - Duluth, Minn. ..------------ ().
24 E Paso ... ..--------------- El Paso. Tex.------- --- 402 Mrvt~e St.
18 Florida ---------------------- M iami 37, Fla ---------- - 149 N. 1E. 211h Ter.
22 Galveston ------------------- H ouston 11 Tex- ---------- M-)3 Win.gato St.
17 Georga ------------------- Savannah, 6a .............. Bayrnd Bull S.
32 Hawaii ------------------ Honolulu 13, T. H ---------- 210 Federal Bldg.
40 Indiana- -. .----------- Indianapolis. Ind -.........---
42 Kentucky ------------------- Louisville, y .--------- 0).
23 Laredo - ------------------ Laredo, Tex ------------- _ Convent Ave. anl Z._goaza St.; P. 0.

Box 1359.
27 Los Angeles_ _ .------------ Los Angeles 13, Calif --------- 531 Mateo St.
I Maine and New;Hampshlre. Portland, Maine-. . ().

13 Maryland ------------------- Baltimore 2, Md ......-------- 103 S. Gay St.
4 Mas mcbusetts .......---------- Boston 10, bIs ........ 403 Atlantis Ave.

38 Detroit ---.------------------ Detroit 2 MIc. .....1. ) 100W. Larnal St.
35 Minnesota - ----------------- lnepsl................. 115 U. S. Court owu .
19 M obile ---------------------- Mo2bile.. _ _,3.
33 Montane and Idaho -------- Great Falls, Mont ---------.
20 New Orleans_ ......... New Orleans 16. La --------- 423 Canal St.
10 New York. ---------- - New York 14 N Y 2l Varlck St.
15 North Carolina ------------- Wilmington, K. O...0.. -(a).
41 Ohio ------------------------ Cleveland 14, Ohio--.....: 215 SuperIor Avo. NE.
29 Oregon ---------------------- Portland 9, Ore. ----------- N. W. th Av,.
11 Philadelphia ..------------- Philadelphia6, Pa ........... 24 nd Chbc nut St.
12 Pittsburgh ---------------- Pittsburgh 19. Pa ------------. -0 New Federal Bid.
49 Puerto Rice --------------- San ruan 24, P. R ----------- Deposlto St.. Marina; 1'. 0. Box 4014.
5 Rhode Island. --------------- Provldcnco 3, R. I -. . We-bo-t S-.
SRochester ....------------ Rochester 14, N. Y ...---------. i (Curch St.

21 Sabine - ------------------- Port Arthur, Tex -------.. )
25 San Diego ------------------- San Diego 1, Calif......- . 323W . "F" St.
23 San Francso ...- San Francsco II, Calif. -- ( ) Saianso St.
16 South Carolina ------------- Charleston, S. 0 -------- - ).
7 St. Lawrence ---------- - Ogdensburg N. Y ------- -127 N. Walr-r St.

45 St. Louis .......------ ---- St. Louis I ,o .. . .12th and Market 81-%
43 Tennessee._. - - emphlis, Tenn- ..........-- . ().
2 Vermont ....-------- -- - St. Albans, Vt ...... ------ v-01 Main St.

14 Virginia ...........----- Norfolk 10. Va1............. lE1 E. Main St.
W g ................. - - - ttle 4, Wash ----------- 47 FeCcral Ofllcn Bldg.

37 Wisconi. ...... Milwaukee 2, Wis . 23 E. Michigan St.

I The appraiserof merchandise launder the jurlsdlctlonoftho collector of eustoms nd Is lca d at the raxe rld"rcz
as collector. Correspondence for the appraiser shall be sent to the colkctor- Attentisn: AppraLarof McekanlLn.'a U. S. Appraiser of Merchandise, New York, N. Y.

3Although theappraiseris under the jurisdiction of the collector of customs at PcmbnLa, N. Dak., offl o ofppra:,r
is in Noyes, Minn.

(f. S. 161, sec. 624, 46 Stat. 759; 5 U. S. C.
22, 19 U. S. C. 1624)

[SEAL] RALPH RELLY,
Commisstoner of Customs.

Approved: June 27, 1955.
H. CH&PmAN ROSE,

Acting Secretary of the Treasury.
[F. 1. Doc. 55-5346; Flied, July 1, 1955;

8:48 a. m.]

TITLE 33-NAVIGATION AND
NAVIGABLE WATERS

Chapter I-Coast Guard, Department
of the Treasury

Subchapter J-Procurement

ICGFR 55-29)
PART 116--PROCEDURES FOR PURCHASING

PART 118-ComnMAcTS
MISCELLANOUS AMENDM EMS

The amendments to §§ 116.01-63
through 116.01-67 incorporate the pro-
visions of Treasury Department Order
No. 184, dated May 2, 1955, authorizing
the Commandant to make Buy-Ameri-
can Act determinations.

No. 129-3

The amendment to § 116.01-90 incor-
porates the revised provisions of General
Services Administration Regulation
1-11-213.00, effective May 6, 1955.

The amendment to § 116.01-155 au-
thorizes district commanders and com-
manding officers of Headquarters units
to procure replacement office labor-
saving devices which were formerly pur-
chased only by the Commandant.

The amendment to § 116.01-159 au-
thorizes the purchase of marine fuels
and lubricants for small craft on credit
cards when Government refueling facill-
ties are unavailable.

The amendments to the center note
preceding §§ 116.01-60 and to 116.01-160
are editorial in nature to clarify require-
ments of existing procedures.

The amendment to § 116.01-169 elim-
inates the requirement for written utility
contracts when the supplier's rates are
regulated by a Federal, State, or other
public regulatory body.

The amendments to §§ 118.02-1 and
118.03-4 eliminate obsolete Standard
Form 40, Contract for Telephone
Service.

By virtue of the authority vested in me
as Commandant, United States Coast
Guard, by Treasury Department Order

No. 120, dated July 31, 1950 (15 F. R.
6521) the following amendment- are
prescribed:

1. Part 116 is amended by revising tha
center note immediately preceding
§ 116.01-0 Statutory authority to read
"Foreign Purchase" in lieu of "Procure-
ment of Domestic and Foreign Matermis
and Products."

2. Section 116.01-63 Is amended to read
as follows:

§ 116.01-63 Buy-American Act deter-
minatfon,---(a) Delegation of authority
to Commandant. Treasury Department
Order No. 184, dated May 2, 1955, trans-
fered to the Commandant, to be exer-
clsed with respect to procurement by the
Coast Guard, the functions of the Secre-
tary of the Treasury under the Buy-
American Act (41 U. S. C. 10a-10d), laws
supplementary to or requiring applica-
tion of the Buy-American Act, and Ex-
ecutive Order 10582, dated December 17,
1954. In carrying out the above delega-
tion of authority, determinations under
section 5 of Rxecutive Order 10582 may
be made by the Commandant only after
approval by the Secretary, and the re-
ports required by that section must be
prepared for the signature of the Secre-
tary.

(b) Action addressee on requests for
determinations. Contracting officers
shall address all requests for deterinma-
tions, or other correspondence pertam-
ing to the Buy-American Act, to the
Commandant (FS) via the chain of com-
mand.

(c) Annual report to Secretary. After
the close of each calendar year, the Com-
mandant must submit a report to the
Secretary of the Treasury summarizing
Buy-American Act determinations made
during the year.

3. Section 116.01-64 Is amended to
read as follows:

§ 116.01-64 Violations bj construction
contractor--(a) Report to Comman-
dant Upon determining that a con-
tractor performing a construction
contract has not complied with the pro-
visions of the Buy-American Act, the
contracting officer shall submit a report
to the Commandant (FS) setting out
complete details relative to the use of
foreign materials and supplies.

(b) Action by Commandant. The
Commandant will review violation re-
ports, make required determinations,
and advise the contracting officers of
action to be taken.

4. Section 116.01-65 Is amended by
revising the section headnote, and the
introductory sentence following the sec-
tion headnote, to read as follows:

§ 116.01-65 Exceptions that may be
authorised by the Commandant The
Commandant is authorized to grant ex-
ceptions to the Buy-American Act when
application of the act would cause any
one of the situations enumerated below:

5. Section 116.01-66 Detei nmation
of unreasonable cost is amended by de-
leting the last sentence of paragraph
(b) (3) reading "In such cases, the Com-
nmndant (FS) must refer the matter
to the Secretary of the Treasury with
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a statement of facts and recommenda-
tions."

6. Section 116.01-67 Exception of
printed matter is amended by deleting
the introductory phrase "In accordance
with § 116.01-65," following the section
headnote.

7. Section 116.01-90 is amended to
read as follows:

§ 116.01-90 Exchange or sale of per-
sonal property for replacement pur-
poses-(a) Authority. The Federal
Property and Administrative Services
Act of 1949, section 201 (c) (63 Stat. 384)
(40 U. S. C. 481c) authorizes the ex-
change or sale of personal property and
the application of the exchange allow-
ances or proceeds of sale in whole or
in part toward the purchase of personal
property of the same general character,
under regulations prescribed by the Ad-
nniustrator, General Services Admim-
tration. This section sets forth the pro-
cedures to be followed by Coast Guard
units in exercising the authority granted
under section 201 (c) of the above act.

(b) Definitions. As used in this sec-
tion, the following definitions apply"

(1) Personal property. Property of
any kind except the following: (Items
falling within the excepted categories
shall not be eligible for handling under
the provisions of this section.)

(I) Coast Guard records;
(ii) Hardware, general purpose;
(ill) Lumber, millwork, plywood, and

veneer;
(iv) Furniture, office, household and

quarters, hospital, shipboard, and cafe-
teria located in the United States, its
Territories and possessions;

(v) Office supplies;
(vi) Real pioperty"
(vii) Textiles;
(viii) Vessels;
(ix) Wearing apparel.
(2) Similar personal property. The

item of personal property to be ex-
changed or sold and the item to be ac-
quired shall be deemed "similar" for the
purpose of this section when:

(i) Both fall within any one of the
categories listed in General Services Ad-
ministration Regulation 1-11-213.00; or

(i) In the case of personal property
not falling within the categories of sub-
division (i) of this subparagraph, the
item to be acquired is designed and con-
structed for the same specific purpose
as the item to be replaced; or

(iII) Both constitute containers for
Items which are similar within the mean-
ing of subdivision (if) of this subpara-
graph; or

(iv) Both constitute parts for items
which are similar within the meaning of
subdivisions (I) and (ii) of this subpara-
graph.

(3) Acquire. The term "acquire"
means procure, purchase, or obtain in
any manner, including transfer, or
manufacture, or production at Govern-
ment-owned or operated plants or
facilities.

(c) Restrictions and limitations-(1)
General. The application of exchange
allowances or proceeds of sale in whole
or part payment for personal property
acquired is authorized only when:

(i) The items sold or exchanged are
similar to the items acquired;

(if) The items sold or exchanged are
not excess, and the items acquired are
needed in the conduct of approved
programs;

(iii) The items acquired are to be used
(whether or not intended for additional
'uses) in the performance of all or sub-
stantially all of the tasks or operations
in which the items exchanged or sold
would otherwise be used, but the items
acquired need notbe the same in number
as the items sold or exchanged (Ex-
ample: Two iA-ton dump trucks may be
replaced with one 1-ton dump truck
which performs tasks previously requir-
mg the two trucks) Provided, That:
The limitation prescribed in this sub-
division shall not apply with respect
to .parts or containers; detailed cross-
identification between old and new items
will not be required in the absence of
specific requirements of law, but in the
absence of such cross-identification, suf-
ficient accounting data to establish that
the items acquired were similar to the
items exchanged or sold shall be filed
with the pertinent document(s) and
held'available for audit; any exchange
allowances or proceeds of sale applied
in whole or part payment of property
acquired were in fact available for such
application; and the transaction was
otherwise in accordance with the proce-
dures prescribed in this section.

(iv) There has been at the time of
exchange or sale (or at time of acqui-
sition if it precedes the sale) a written
administrative determination to apply
the. exchange allowance or proceeds of
sale in acquiring property in accordance
with this section;

(v) The transaction will foster the
economical and efficient accomplishment
of an approved program.

(2) Prohibited transactions. The ex-
change or sale procedure outlined herein
shall not be construed to authorize:

(i) The acquisition of personal prop-
erty when such acquisition is not other-
wise authorized by law,

(ii) The acquisition of personal prop-
erty in contravention of (a) any restric-
tion upon the procurement of a, com-
modity or commodities, or (b) any re-
placement policy or standard prescribed
by the Commandant;

(Iii) The purchase or acquisition of
personal property otherwise than under
a consolidated purchasing or stores pro-
gram or Federal Supply Schedule con-
tract where procurement under such pro-
gram or contract is required; except that
an item or items acquired under and in
accordance with such program or con-
tract may besold or exchanged and the
allowance or proceeds of sale applied-to
the replacement as prescribed in this
section;

(iv) The sale, transfer or exchange of
excess or surplus property in connection
with the purchase or acquisition of per-
sonal property- except that items- of
excess or surplus property obtained
under proper authority may thereafter
be exchanged or sold and the exchange
allowance or proceeds of sale applied to
the replacement as prescribed in this
section;

(v) The sale, transfer, or exchange of
strategic and critical materials, except In
accordance with Emergency Procure-
ment Regulation No. 1, dated August 14,
1951, as supplemented;

(vi) The sale, transfer, or exchange of
reserved materials (source materials),
except in accordance with applicable
regulations of the Atomic Energy Com-
mission.

(vii) The sale or exchange of nar-
cotics, except In accordance with Gen-
eral Services Administration Regulation
1-IV-102.00.

(viii) The sale of personal property In
new or unused condition In connection
with the purchase or acquisition of per-
sonal property.

(fx) The sale, transfer, or exchange
of scrap in connection with the purchaso
or acquisition of personal property.

(3) Availability of proceeds of sale-
(i) Sale before purchasing replacement
Property. Proceeds from the sale of
personal property will be available for
obligation for the acquisition of similar
replacement items of personal property
during the fiscal year in which the sale
is made and for one fiscal year there-
after.

(ii) Sale after purchasing replace.
ment property. When sale of the re-
placed property Is made after acquisition
of the replacement property, the pro-
ceeds of such sale shall be deposited aS
a direct reimbursement credit to the
appropriation previously charged for the
replacement of similar Items of personal
property.

(4) Dangerous property. No property
which is dangerous to public health or
safety shall be exchanged or sold pur-
suant to the authority granted herein
without first rendering such property
harmless or providing adequate safe-
guards therefor. When the sale or ex-
change of property requiring demilitari.
zation has been authorized by the Coin-
mandant, the demilitarization shall be
accomplished in such a manner as to
preserve as far as possible any civilian
utility or commercial value of the
property.

(5) Books and periodicals. Notwith-
standing any other provision of this
section, unclassified books and periocli-
cals not needed for permanent use may
be exchanged, without monetary apprai.
sal or detailed listing or reporting, for
other books and periodicals.

(d) Solicitation of bids-(1) General,
In exercising the authority granted
herein, responsible officers shall at all
times consider the interest of the Gov-
ernment In obtaining the maximum
return from items exchanged or sold.
In disposing of personal property here-
under, both cash and trade-in bids shall
be solicited; except that:

(i) Items may be exchanged or trans-
ferred between the Coast Guard and
other Federal agencies, when the ex-
change or transfer has been approved by
the Commandant (FS), without sollcita-
tion of bids;

(it) Items may be exchanged without
solicitation of bids when the personal
property sought to be acquired may be
procured without solicitation of bids
under applicable laws and regulations,
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(ii) Cash bids need not be solicited
when the items sought to be sold or ex-
changed may be disposed of 'without
solicitation of bids under applicable laws
and regulations;

(iv) Only one type of bid (cash or
trade-in) need be solicited when recent
solicitation for identical items has pro-
duced only one type of offer under cir-
cumstances indicating the futility of
further advertising for any other type of
offer;

(v) Only one type of bid (cash or
trade-rn) need be solicited when such
solicitation for- the- items- to- be sold or
exchanged would clearly be ineffective in
reducing the cost of the acquisition,
e. g., by reason of the existing coummer-
cial. practice with respect to exchange- or
sale of such items.

(2) Sales contracts. Standard Form
1-14, Sadleof Government Property ivita-
tion.idand.Acceptance, and. Standard
Form 114a, Continuation Sheet, will be
use? to document sales of property pur-
suant to this section. Additional special
terms and conditions may be used if not
inconsistent with the terms and condi-
tions of Standard Form 114. All invita-
tions for bids for property offered rn ac-
cordance with this section shall include
the following notation:

This property Is being offered In accordance
with-the exchange/sale provisions of the
Federal Property and Administrative Services
Act of 1949, as amended.

(3) Exchange. All agreements pro-
viding for the acceptance of personal
property in exchange ("trade-rn") for
the purchase of similar items authorized
by the act shown in paragraph (a) of
this section shall be referenced in the
purchase document. The appropriation
paying for the new item(s) will be
charged the net amount after deduction
of the exchange allowance.

(e) Records. Each transaction car-
ned out under the authority granted
herein shall be evidenced in writing
(L e., purchase order, sales contract,
quotation, etc.) which shall indicate the
amount of "trade-rn" allowance or pro-
ceeds of sale, if any, involved, and show
full compliance with the provisions of
this section.

8. Section 116.01-155 is amended to
read as follows:

§ 116.01-155 Procurement of office
labor-savng d e v z c e s-(a) Authority.
District commanders and commanding
officers of Headquarters units will pro-
cure office labor-saving devices within
authorized allowances f r o m allotted
funds; Each procurement of typewriters
for other than replacement purposes
must be approved by the Commandant
(FS) This authority does not permit
the rental of office labor-saving devices
since the rental of all such equipment
requires prior approval of the Secretary
of the Treasury. Rental requests will
be sent to the Commandant (FS) and
must be supported by a justification,
including a comparison, of rental and
procurement costs.

(b) Procurement p r oc e d u r e-(l)
Manutfly-operated typewriters. District
commanders, except in the 14th and
17th Districts, and commanding officers
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of Headquarters units will submit re-
quests for purchase of manually-oper-
ated typewriters to replace nonoperative
or obsolete models on the allowance list
on Form CG-2557 (Purchase Order) in
duplicate, to the appropriate regional
office of the General Services Adminis-
tration (hereinafter referred to as
"GSA") The GSA will furnish suitable
typewriters from excess stocks, when
available, priced in accordance with the
current 'xcess Typewriter Fair Value
List" issued by GSA. When GSA does
not furnish machines from Its stock of
excess- typewriters; the purchase order
will be returned with a "Certificate of
Unavailability." Procurement may then
be made from Federal Supply Schedule
contracts. District commanders of the
14th and 17th Districts will procure type-
writers from local agencies or represent-
atives of U. S. typewriter manufactur-
ing companies without obtaining a
"Certificate of Unavailability." Where
purchase orders are covered by a GSA'
clearance, the following notation will be
placed thereon: "This order is covered
by GSA Certificate of Unavailability No.

(2) Electrically operated typewriters.
District commanders and commanding
officers of Headquarters units are au-
thorized to procure electrically-operated
typewriters for replacement of elec-
trically-operated typewriters previously
authorized by the Commandant. Re-
quests for procurement of additional
electrically-operated typewriters will be
submitted to the Commandant (OSU)
and must Include a complete justifica-
tion therefor. Electrically-operated
typewriters will be procured from ap-
plicable Federal Supply Schedule con-
tracts.

(3) Adding maciunes and calculators.
District commanders and commanding
officers of Headquarters units will pro-
cure adding machines and calculators
from applicable Federal Supply Sched-
ule contracts. The procurement of the
lowest priced model which will serve the
purpose intended is mandatory.

C4Y Other office labor-saving devices.
Other office labor-saving devices will be
procured from (l) other Government
sources of supply or i) Federal Supply
Schedule contracts. If no Federal Sup-
ply Schedule contract exists, the request
will be submitted to Commandant (FS).

(c) Exchange or sale of devices re-
placed-l) General. It is the policy of
the Coast Guard to exchange (trade n)
or sell office labor-saving devices and
apply the proceeds to the cost of replace-
ment in accordance with § 116.01-90.
District commanders and commanding
officers of Headquarters units procuring
office labor-saving devices will exchange
or sell the replaced devices.

(2) Typewriters purchased from GSA.
Typewriters replaced from excess stocks
of the General Services Administration
will be sold.

(3) Manual typewriters purchased
from commercial sources. Manual type-
writers replaced from a Federal Supply
Schedule contract may be exchanged at
the trade-in value set forth in the Con-
tractor's price list provided that experi-
ence indicates the trade-in value to be
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commensurate with the expected return
from sale. This experience shall be
gained by offering manual typewriters
for sale at least once a year and compar-
lng the sales price with the trade-in
value.

(4) Other devices purchased from
commercial sources. Other devices re-
placed from commercial sources may be
exchanged or sold in accordance with
§-116.01-90.

(5) Disposition ot demces outside con-
tinental United States. District com-
manders of the 14th and 17th Coast
Guard Districts and the Commanding
Oficer, Greater Antilles Section are au-
thorized to dispose of replaced office
labor-saving devices by competitive bid
sale without recourse to obtaining ex-
change allowances from the supplier of
the new devices. Awards will be deter-
mined on the basis of cash offers of the
highest responsible bidders.

(6) Surrender of exchanged items.
When procurement includes exchange,
the payment for new devices will be
withheld until the exchanged- machine&
have been picked up by the contractor.
Accordingly, exchanged machines shal
be promptly released by notifying the
contractor's local representative when
they are available for pick-up.

(7) Joint inspection of exchanged
items. All devices exchanged shall be
inspected Jointly by the contractor's rep-
resentative and a responsible Coast
Guard representative at the time of
pick-up. This Inspection should pn-
mrily.verify the serial number and the
condition of the devices. The contrac
tor'es representative shall be requested to-
certify the receipts as to the condition
of the machines.

9. Section 116.01-159 is amended to
read as follows:

§ 116.01-159 Marine fuel purchasez
on, credit carda. District commanders
and commanding- officers of Headquar-
ters units may authorize the purchase
of marine fuels and lubricants for small
craft on credit cards when Government
refueling facilities are not readily ac-
ces 1 ble. The above officers will procure
credit cards required for small craft
under their command and issue appro-
priate instructions for the proper use
and control of such cards, followin the
provisions of § 116.01-160 insofar as
practicable.

10. Section 116.01-160 is amended by
adding a new paragraph (d) reading as%
follows:

§ 116.01-160 Servce station pur-
chases on. credit cards. * * 0

(d) Tax exemption certificates. Tax
exemption certificates (Standard Form.
1094) will be Issued by the paying office
when contractors' Invoices are processed
for payment.

11. Section 116.01-169 is amended
by revising te Introductory sentence of
subparagrapS (c) (2) (1) to read as
follows:

§ 116.01-169 Procurement of Public
utility services. * *

(c) Coast Guard contracts. * * a
(2) Requirements for contracts.



RULES AND REGULATIONS

(1) Electricity, gas, .water sewerage,
and steam services. Contracts need not
be executed for these utility services
when the supplier's rates are regulated
by a Federal; State, or. other public regu-
latory body, except as follows:

S * S S S

12. Section 118.02-1 Separate award
type contracts is amended by deleting
the present paragraph (b) (3) Standard
Form 40, Contract for Telephone Serv-
ice and redesignating paragraph (b) (4)
Coast Guard Contract for Professional
Services as paragraph (b) (3)

13. Section 118.03-4 Other Coast
Guard contracts is amended by deleting
the ,present paragraph (e) Telephone
service and redesignating paragraph (f)
Sales contracts as paragraph (e)
(62 Stat. 21; 41 U. S. C. 151-161)

Dated: June 27, 1955.
[SEAL] A. C. RicnomND,
Vice Admiral, U. S. Coast Guard,

Commandant.
[F. R. Dc. 55-5345; Filed, July 1_1955;

8:48 a. m.]

TITLE 39-POSTAL SERVICE
Chapter I--Post Office Department

PART 13-ADDRESSES

CORRECTION OF MAILING LISTS

Section 13.5 Correction of mailing
list addressees is amended to read as
follows:

§ 13.5 Correction of mailing lists-
'(a) Service available. Mailing lists sub-
mitted by departments of State govern-
ments, municipalities, religious, frater-
nal, and recogmzed charitable organiza-
tions and mailing lists used by concerns
or persons for the solicitation of business
by mail will be corrected as* frequently
as requested, at the expense of the own-
ers of the lists. 'Postal employees must
not compile mailing lists including
occupant lists.

(b) Name and address lists-(1"
Method of submission. Lasts should be
submitted to the post office which serves
the addresses, on cards, one name and
address to a card. Cards should be ap-
proximately the size and quality of a
postal card. The owner of the list must
place his name in the upper left corner
of each card. Lists should be submitted
by mail only, except in the case of local
firms presenting large lists for correction.

(2) Type of corrections made. -Names
to which mail cannot be delivered or
forwarded will be crossed off; incorrect
house, rural, or post office box numbers
will be corrected; initials will be cor-
rected where apparently the name is
known to the owner of the list; and the
head of the family will be indicated, if
known, when two or more names are
shown for the same address. New ad-
dresses for patrons who have moved will
be furnished-when permaint forward-
ing orders are on file. If no change is
necessary an x will be marked in the
upper right corner of the card. New
names will not be added to a list.

(c) Occupant lists-(1) Method of
submission. (I) Lists may be submitted

I

on cards (as described in paragraph (b)
(1), of this section) or m sheet form.
If the lists are submitted in sheet form
they must be arranged as stated below
and as shown in the illustration.

(a) Sheets shall be approximately 8
x 10Y2 inches in size and divided into
three, columns. In each column the
number 0 to 99 shall be listed vertically
in three parts: 0-33 at the left, 34-67
in the center, and 68-99 at the right.

(b) The mailer will enter the name
and address of the person or firm sub-
mitting the list on the first lne of the
form. The post office will complete the
other Items.

(c) One sheet will cover three blocks
of a route. The postmaster must be In-
formed of he area to be covered and
supplied with sufficient sheets to cover
all territory embraced in the corrections
desired.

(11) Illustration:
OccUpxT M=NwO LisT

Name and address of firm .................................................................................

Post Office and State .louto No................ ......

Street ..... __ _ Street .. .. Street ............................

Thelusive numbers In block: Inclusive numbers In block: Inclusive numbers In block:

First No. . . . First No. pint No.. . ............

Last No. Last No. = Last No.

0 34 68 0 34 68 0 34 68
1 35 69 1 35 69 1 35 69
2 36 70 2 36 70 2 36 70
3 ,.37 71' 3 37 71 3 37 71
4 38 72 4 33 72 4 38 72

29 63 97. 29 63 97 29 63 97
30 64 98 s0 64 98 30 64 is
31 65 99 31 65 99 31 6 99
32 66 32 66 32 Go
33 67 33 67 33 67

(2) Type of corrections made. Lists
for mall addressed to "occupant" and
street address will be corrected. Num-
bers -representing incorrect or nonexist-
ent street addresses will be crossed off,
but none will be 'added. Business ad-
dresses will be indicated by inserting B
opposite the number. Addresses on a
rural route will be indicated by R. The
number of separate family units vill be
indicated opposite addresses of apart-
ment houses or other multiple dwellings.
Carriers will make corrections for their
own routes. All completed cards or
sheets will be grouped by routes when
returned to the applicant. It is ex-
pected that mailers will handle and label
their 'mailings by routes.

(d) Charges. Payment w h en re-
quired, must be made in advance by
cash or money order including return
postage for corrections to name and ad-
dress lists or occupant lists as follows:

(1) No charge is made for corrections
to lists submitted by members of Con-
gress and Federal agencies.

(2) No charge is made where rural
routes have been consolidated or
changed to another post office if the lists
submitted contain only names of persons
residing on the route or routes involved.

(3) Except as stated in subparagraphs
(1) and (2) of this paragraph, a mini-
mum charge of 25 cents is made for lists
of less than 25 addresses whether sub-
mitted by the mailer in card or sheet
form. For lists containing more than 25
addresses the following charges are
made:

(i) 1 cent for each card submitted for
correction.

(ii) 1 cent for each number on lists
submitted in sheets, except where the
numbers 0 to 99 do not correctly indicate
the inclusive numbers in a block, a
charge of 1 cent each will be made only

for the inclusive numbers. For ex-
ample/if 805 is the first actual number
In the blockand 890 Is the last number,
a charge of 86 cents would be made for
checking the numbers 805 to 890, in-
clusive, in that block, No charge would
be made for the ntimbers 800 to 804 and
891 to 899. Also, no extra charge shall
be made for indicating the number of
separate units in apartment houses or
other multiple dwellings.

(e) Postage on lists. Lists prepared
In handwriting or typewriting are sub-
ject to postage at the first-class rate,
Those prepared by stencil, mimeograph,
printing, or similar process may be
mailed at the third- or fourth-class rate
depending on the weight. Postage for
return of corrected lists is at the same
rate chargeable for submission, as the
changes do not affect the rate. Lists
will not be returned until the necessary
postage has been paid.
(1. S. 161, 396; sees. 304, 300, 42 Stat. 24, 26;
5 U. S. C. 22, 369.)

[SEAL] ABE MCGREGOR GoFF,
The Solicitor

[F. n. Doc. 55-5344; Filed, July 1, 1065;
8:47 a. m.]

TITLE 43-PUBLIC LANDS:
INTERIOR

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

[Circular 1912]

PART 191--GENERAL REGULATIONS APpLI-
CABLE TO MINERAL PERMITS, LEASES, AND
LICENSES

PAYMENT OF RENTALS

Section 191.12 is amended to read as
follows:
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§ 191.12 Payment of rentals. (a) 'Un-
less otherwise directed by the Secretary,
rentals and royalties under all leases
and permits issued under the act shall
be paid to the Manager of the land office
in the State in which the lands are lo-
cated or, if there is no land office in such
State, to the Director, Bureau of Land
Management,-Washington 25, D. C., ex-
cept that for lands in the following
States, payments must be made in the
land office named herem; North or South
Dakota, the land office at Billings, Mon-
tana; Nebraska or Kansas, at Cheyenne,
Wyoming; Oklahoma, at Santa Fe, New
Mexico. All remittances to Bureau of
Land Management offices shall be made
payable to the Bureau of Land Manage-
ment.

(b) All rentals and royalties on pro-
ducing oil and gas leases, communitized
leases in producing well units, unitized
leases in producing unit areas, leases on
which compensatory royalty is payable,
and all payments under subsurface stor-
age agreements and easements for direc-
tional drilling are to be paid to the Re-
gional Oil and Gas Supervisor of the
United States Geological Survey. Rent-
als and royalties on producing mining
leases are to be paid to the Regional
Mining oSupervisor. All remittances to
Survey offices shall be made payable to
the United States Geological Survey.
(See. 32, 41 Stat. 450, sec. 1, 44 Stat. 301;
30 U. S. C. 189, 271)

CIARENCE A. DAVIS,
Acting Secretary of the Interior

JUNE 28, 1955.
[I. R. Dec. 55-5326; Filed, July 1, 1955;

8:45 a. in]

TREASURY DEPARTMENT
Internal Revenue Service

[26 CFR (1954) Part 1 ]
INcomE TAx; TAXABLE YEARS BEGINNING

AYTER DECEMBER 31,1953; RETURNS AND
PAYLENT or TAX (CoNsOLIDATED RE-
TURNS)

NOTICE Or PROPOSED RULE MAIUNG

Notice is hereby given that, pursuant
to the Administrative Procedure Act, ap-
proved June 11, 1946, 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 reg-
ulations, 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 sec-
tions 1502, 1552, and 7805 of the Internal

FEDERAL REGISTER

TITLE 47-TELECOMMUNI-
CATION

Chapter I-Federal Communications
Commission

PART 3-RADio BROADCAST SEavIcES

DATA REQUIRED W APPLICATIONS rca
DIRECTIONAL ArENNA sYsrMss; connEc-
TION

In the matter of amendment of § 3.150
of the Commislon's rules and regula-
tions.

1. The CommisIon on June 22, 1955,
adopted a Report and Order (FCC 55-
703) amending § 3.150 (a) (3) of the
rules. The section as adopted contains
a typographical error In the next to the
last sentence. The expression "slotted"
should have read "polar or."

2. The correct wording of the amend-
ment is as follows:

(3) Calculated field intensity vs. azi-
muth patterns for every 5 degrees of
elevation through 60 degrees In those
instances where radiation at angles
above the horizontal plane Is a pertinent
factor in station allocation. These pat-
terns may be plotted in polar or rectan-
gular coordinates but shall be submitted
one to a page. Minor lobe and null de-
tail occurring between the 5 degree
intervals need not be submitted.

FEDERAL COZIMnTICATIONS
Com ussxoZr,

[SEAL] MAY JANE MoRRIs,
Secretary.

iF. R. Doe. 55-5350; Filed. July 1, 1055;
8:49 a. in.]

§ 1.1501-1 Privilege to file consoli-
dated returns. For regulations relating
to the privilege of filing consolidated re-
turns, see § 1.1502-0 and following. For
convenience, the several sections of the
regulations under section 1502 have to
the extent practicable, been given num-
bers corresponding, respectively, to the
section numbers of prior consolidated re-
turns regulations but preceded by the
code number 1.1502.

§ 1.1502 Statutory provisions; regula-
tions.

Sm. 1502. Regulations. The Secretary or
hbL delegate shall pre-cribe such regulations
as he may deem necesary In order that the
tax liability of any affiliated group of cor-
poratlons making a conclldated return and
of each corporation In the group, both dur-
Ing and after the period of aflation, may be
returned, determined, computed. easezed.
collected, and adjusted. In such manner as
clearly to reflect the Income-tax liability and
the various factors neceszary for the deter-
minatlon of such liability, and In order to
prevent avoidance of such tax liability.

§ 1.1502-0 Introductory. The regu-
lations prescribed under section 1502 of
the Internal Revenue Code of 1954 are
applicable in the case of all corpora-
tions (with certain statutory excep-
tions) to taxable years beginning after
December 31, 1953, and ending after
August 16,1954, and with respect to such
taxable years, the regulations under sec-
tion 1502 supersede 26 CFF. Part 24
(Regulations 129) Any provision of
the regulations under such section, the
applicability of which is stated in terms
of a specific date (occurring after De-
cember 31, 1953) or in terms of taxable
years ending after a specific date (oc-
curring after December 31, 1953) shall
apply to taxable years ending after such
specific date. Each such provision shall
in the case of a taxable year subject to
26 CER Part 24 (Regulations 129) be
deemed included In 26 CFR Part 21
(Regulations 129) but shall be appli-
cable only to taxable years ending after
such specific date. The provisMins of
26 CFR Part 24 (Regulations 129)
superseded by provisionsof the regula-
tions under section 1502, the applicabil-
ity of which Is stated in terms of a
specific date (occurring after December
31, 1953) shall be deemed to be included
in the regulations under such section but
shall be applicable only to the period
prior to the taking effect of the corre-
sponding provision of the regulations
under such section.

§ 1.1502-1 Privilege of makmg con-
solidated returns. (a) Section 1501 gives
to the corporations of an affiliated group
the privilege of making a consolidated
income tax return for the taxable year
In lieu of separate returns. This pnv-
liege is given, however, upon the condi-
tion that all corporations which have
been members of the affiliated group at
any time during the taxable year for
which the return Is made consent; to the
regulations under section 1502 applicable
to such taxable year and any amend-
ments thereof duly prescribed prior to
the last day prescribed by law for the
filing of the return; and the making of
the consolidated return is considered as
such consent.

Revenue Code of 1954 (68A Stat. 367, 371
and 917; 26 U. S. C. 1502,1552, and 7805).

[SEAL] PAUL K. WEDsTEn,
Acting Commissioner

of Internal Revenue.
The following regulations are hereby

prescribed under chapter 6 of the In-
ternal Revenue Code of 1954:

§ 1.1501 Statutory provisions; privf-
7ege to file consolidated returns.

Szc. 1501. Privilege to file consolidatcd re-
turns. An affiliated group of corporationa
shall, subject to the provisions of this chap-
ter, have the privilege of making a concoUl-
dated return with respect to the income tax
imposed by chapter 1 for the taxable year in
lieu of separate returns. The making of a
consolidated return shal be upon the condi-
tion that all corporations which at any time
during the taxable year have been membera
of the affiliated group consent to all the con-
solidated return regulations prcecrlbed under
section 1502 prior to the last day prescribed
by law for the filing of such return. The
making of a conolidated return shall be
considered as such consent. In the ca,e of
a corporation which Is a member of the
affiliated group for a fractional part of the
year, the consolidated return shall Include
the income of such corporation for such
part of the year as It is a me mber of the
affiliated group.

PROPOSED RULE MAKING
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PROPOSED RULE MAKING

(b) With respect to a taxable year to
which 26 CFR Part 24 (Regulations 129)
as amended by the regulations under sec-
tion 1502 is applicable, the regulations to
which consent is made are those m 26
CFR Part 24 (Regulations 129) as
amended, and as further amended by
the regulations under such section. With
respect to a taxable year to which the
regulations under section 1502 are appli-
cable, the regulations to which consent is
made are the regulations under such sec-
tion as changed to the extent that por-
tions of 26 CIR Part 24 (Regulations
129) are applicable. For example, in the
case of a fiscal year ending October 31,
1954, the Internal Revenue Code of 1939
and 26 CFR Part 24 (Regulations 129)
are applicable to a consolidated return
filed for such year. In such case, if the
first distribution in pursuance of a plan
of complete liquidation of a member of
the affiliated group occurs on or after
June 22, 1954, § 1.1502-38 is applicable
In lieu of 26 CPR 24.38. On the other
hand, if such a distribution occurs be-
fore June 22, 1954, 26 CPR 24.38 is appli-
cable. Similarly in the case of a return
filed for the calendar year 1954, the
Internal Revenue Code of 1954 and the
regulations under section 1502 are appli-
cable. In such case, if the first distn-
bution in pursuance of a plan of com-
plete liqmdation of a member of the
affiliated group occurs prior to June 22,
1954, 26 CFR 24.38 is applicable in lieu
of § 1.1502-38. If such distribution oc-
curs on or after June 22, 1954, § 1.1502-38
is applicable.

(c) The last day prescribed by law
for the filing of the return includes the
last day of the period of any extension
of time granted by the Commissioner.

(d) The tax liability of the members
of the affiliated group for the taxable
year involved will be determined in ac-
cordance with the provisions of the regu-
lations to which consent is given and
without regard to any changes of the
rules therein prescribed made subsequent
to the last day prescribed by law for
the filing of the return for such year.

§ 1.1502-2 1 Definitions- (a) C o d e.
The term "Code" means the Internal
Revenue Code of 1954 and the sections
of statutory law referred to in the regu-
lations under section 1502 unless other-
wise stated, are sections of that Code.

(b) Afiliated group. (1) The term
"affiliated group" is defined in section
1504 and includes the common parent
corporation and every other corporation
for the period during which such corpo-
ration is a member of the affiliated group
within the meaning of such section. It
does not include any corporation which
is not an "includible corporation" as
defined by section 1504 (b) An includi-
ble corporation is defined by such section
to mean any corporation, except-

(i) A corporation exempt under sec-
tion 501 from the taxes imposed by sub-
title A,

(ii) An insurance company subject to
taxation under section 802 or 821 (except
as provided in section 1504 (c))

(ill) A foreign corporation (except as
provided in section 1504 (d))

(iv) A corporation entitled to the ben-
efits of section 931 by reason of receiv-

Ing a large percentage of its Income
from sources within possessions of the
United States;

(v) A corporation organized under the
China Trade Act, 1922;

(vi) A regulated investment company
subject to tax under subehapter M of
chapter 1, and

(vii) An unincorporated business en-
terprise subject to tax as a corporation
under section 1361.
The consolidated income tax return
must include every includible corpora-
tion which, under the provisions of sec-
tion 1504, is a member of the affiliated
group. No corporation which is con-
nected by stock ownership with an affili-
ated group of includible corporations
through a nonincludible corporation
may be included in the consolidated re-
turn of such group. In no case may a
consolidated return be filed by subsidi-
ary corporations as an affiliated group
unless the common parent corporation
through which the subsidiaries are con-
nected is a member of the group. For
instance, there will not be recognized
as an affiliated group two domestic in-
dustrial corporations, the common par-
ent corporation of which is a regulated
investment company subject to tax
under subchapter M of chapter 1.

(2) An insurance company subject to
tax under section 831 is an includible
corporation and may be included in an
affiliated group, together with corpora-
tions other than insurance companies
taxable under section 802 or 821. Insur-
ance companies subject to tax under sec-
tion 802 or 821 are not includible corpo-
rations under section 1504 (b) Under
section 1504 (c) however, a domestic In-
surance company taxable under section
802 may be included in an affiliated
group comprised solely of other domestic
insurance companies taxable under sec-
tion 802; it may not be included in an
affiliated group with other corporations.
An affiliated group of domestic insurance
companies taxable under section 802 may
not include a domestic insurance com-
pany taxable under section 821 or 831.

(3) In the case of a domestic corpo-
ration owning or controlling, directly or
indirectly, 100 percent of the capital
stock (exclusive of directors' qualifying
shares) of a corporation organized under
the laws of Canada or of Mexico and
maintained solely for the purpose of
complying with the laws of such country
as to title and operation of property,
such foreign corporation may, at the
option of the domestic corporation, be

,treated for income tax purposes as a
domestic corporation. The option to
treat such foreign corporation as a do-
mestic corporation so that it may be
included in a consolidated return must
be exercised at the time of making the
consolidated return, and cannot be exer-
cised at any time thereafter. If the elec-
tion is exercised to treat such foreign
corporation as a domestic corporation,
it must be included in the consolidated
return of the 'affiliated group of which it
is a member for each consecutive year
thereafter for which such group makes
or is required to make a consolidated
return.

(4) An afliliated group of corpora-
tions, within the meaning of section 1504
of the Code, is formed at the time that
the common parent corporation, which
Is an includible corporation, becomes the
owner directly of stock possessing at
lease 80 percent of the voting power of
all classes of stock and at least 80 per-
cent of each class of nonvoting stock
(not including nonvoting stock which
is limited and preferred as to dividends)
of another Includible corporation; a
corporation becomes a member of such
an affiliated group at the time that one
or more members of such group become
the owners directly of stock possessing
at least 80 percent of the voting power
of all classes of its stock and at least
80 percent of each class of Its nonvoting
stock (not including nonvoting stock
which Is limited and preferred as to
dividends) and a corporation ceases
to be a member of such an affiliated
group at the time that the members of
such group cease to own directly stook
possessing at least 80 percent of the vot-
ing power of all classes of Its stock, or at
least 80 percent of each class of Its noli-
voting stock (not including nonvoting
stock which is limited and preferred as
to dividends)

(c) Consolidated return period, The
term "consolidated return period" means
the taxable year 1929, or any subsequent
taxable year, for which a consolidated
return is made or Is required, income tax
return, excess profits tax return, or both,
including the period during which a sub-

lidiary corporation is engaged in dis-
tributing its assets in liquidation.

(d) Subsidiary. The term "subsid-
lary" means a corporation (other thai
the common parent corporation) which
Is a member of the affiliated group dur-
ing any part of the consolidated return
period.

(e) Tax. The term "tax" means any
tax imposed by chapter 1 of subtitle A,
and includes any interest, penalty, addi-
tional amount, or addition to the tax,
payable In respect thereof.

(f) Terms defined in Internal Revenue
Code. Terms which are defined in the
Code shall, when used in the regulations
under section 1502 have the meaning
assigned to them by the Code, unless
specifically otherwise defined.

(g) Regulated public utility. (1)'
The term "regulated public utility"
means a corporation described In sec-
tion 1503 (c) It includes a corporation
(i) whose operations are an Integral
part of the furnishing or sale of a prod-
uct or service described In such section
by an interconnected and coordinated
public utility system or systems and (i1)
whose rates for furnishing products or
services to the system or systems are
established or approved by a regulatory
body described in section 1503 (c) (1)
For the purpose of determining whether
or not 80 percent of the gross income
of the corporation is from the furnish-
Ing or sale of such product or service,
income received in consideration for the
product or service described shall in-
clude only income received directly
therefrom and income from the furnish-
ing or sale of byproducts and residual
products which are directly necessary
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and incidental to the furnishing of such
product or service. In determining
under (i) whether the operations of a
particular corporation constitute an in-
tegral part of the "furnishing or sale"
of a product or service described in sec-
tion 1503 (c) the income of a corpora-
tion shall be deemed to be from-such
source only to the extent that it is in con-
sideration for necessary processing of
either the product described in section
1503 (c) or the essential facilities used
in making available to customers such
product or service.

§1.1502-3 Applicability of other
provzszons of law. Any matter in the
determination of which the provisions
of the regulations under section 1502 are
not applicable shall be determined in
accordance with the provisions of the
Code or other law applicable thereto.

A n -inq rs zvE PRovIsIONs

§ 1.1502-10 Exercise of Prtvilege-
(a) When privilege must be exercised.
The privilege of making a consolidated
return under section 1502 for any tax-
able year of an affiliated group must be
exercised at the time of making the re-
turn of the common parent corporation
for such year. For this purpose, the
return is considered as made on the due
date of such return (including any ex-
tensions of time granted by the Com-
missioner) regardless of the actual
previous date of filing. Under no cir-
cumstances can such privilege be exer-
cised at any time thereafter. The filing
of separate returns for a taxable year
does not constitute an election binding
upon the corporation in subsequent
years. If the privilege is exercised at
the time of making the return, separate
returns cannot thereafter be made for
such year. (See, however, § 1.1502-18,
relating to failure to comply with the
regulations under section 1502.)

(b) Effect of tentative returns. In no
case will the privilege under paragraph
(a) of this section be considered as exer-
cised at the time of making a so-called
"tentative return" (made, for example,
in order to obtain an extension of time
for making the return required by law).
However, if any such tentative return
is made upon the basis of a consolidated
xeturn or a separate return, the return
required by law must be made upon the
same.basis, unless upon the making of
the return required by law (either a sep-
arate return or a consolidated return,
as the case may be) the payments there-
tofore made and to be made are ad-
justed in a manner satisfactory to the
Commissioner.

(c) Estimated tax. The provisions of
section 6016 (relating to declarations of
estimated tax by corporations) shall be
applicable to the several members of an
affiliated group in the same manner and
to the same extent as in the case of
corporations filing separate returns,
whether or not such affiliated group files
a consolidated return, except that if a
consolidated return is filed, the amounts
of any payments made with respect to
the consolidated return period shall be
credits against the tax liability shown
on the consolidated return. See, how-
ever, § 1.1502-15 (relating to liability for

tax), and § 1.1502-49 (relating to addi-
tions to tax for failure to pay estimated
tax)

§ 1.1502-11 Consolidated -returns for
subsequent years-(a) Consolidatcd re-
turns reqzured for subsequent years. If
a consolidated return is made under sec-
tion 1502 for any taxable year, a con-
solidated return must be made for each
subsequent taxable year during which
the ailiated group remains in existence
unless (1) a corporation (other than a
corporation created or organized, di-
rectly or indirectly, by a member of the
group) has become a member of the
group during such subsequent taxable
year, or (2) subsequent to the exercise
of the election to make consolidated re-
turns, subtitle A of the Code to the
extent applicable to corporations, or the
regulations under section 1502 which
have been consented to, have been
amended and any such amendment is
of a character which makes substan-
tially less advantageous to affiliated
groups as a class the continued filing of
consolidated returns, regardless of the
effective date of such amendment, or (3)
the Commissioner, prior to the time of
making the return, upon application
made by the common parent corporation
and for good cause shown, grants per-
mission to change. For the purpose of
(2) of this paragraph, the expiration of
a provision shall be considered as an
amendment to the Code.

(b) Effect of separate returns when
consolidated return is required. If the
making of a consolidated return is re-
quired for any taxable year, the tax lia-
bility of the members of the affiliated
group shall be computed in the same
manner as if a consolidated return had
been made, even though separate re-
turns are made; amounts assessed upon
the basis of separate returns shall be
considered as having been assessed upon
the basis of a consolidated return; and
amounts paid upon the basis of separate
returns shall be considered as having
been paid by the common parent cor-
poration. In such cases the making of
separate returns shall not be considered
as the making of a return for the pur-
pose of computing any period of limita-
tion or any deficiency. If a consolidated
return for such taxable year is there-
after made, such return shall, for the
purpose of computing periods of limita-
tion and any deficiency, be considered
as the return for such year.

(c) When affiliated group remains in
existence. For the purpose of the reg-
ulations under section 1502, an affiliated
group shall be considered as remaining
in existence if the common parent cor-
poration remains as a common parent
and at least one subsidiary remains af-
filiated with It, whether or not such sub-
sidiary was a member of the group at
the time the group was formed and
whether or not one or more corporations
have become subsidiaries or have ceased
to be subsidiaries at any time after the
group was formed.

Cd) When affiliated group terminates.
For the purpose of the regulations under
section 1502, an affiliated group shall be
considered as terminated if the common
parent corporation ceases to be the com-
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mon parent or if there is no subsidiary
afiiated with It.

§ 1.1502-12 Ma:ing consolidated re-
turn and filing other forms--(a) Con-
solfdated return made by common parent
corporation. A consolidated return shall
be made on Form 1120 by the common
parent corporation for the affiliated
group. Such return shall be filed at the
time and in the office of the director of
internal revenue for the district pre-
scribed for the filing of a separate return
by such common parent corporation.

(b) Authorizations and c o n s e n t s.
Each subsidiary must prepare duplicate
priginals of Form 1122, consenting to
the regulations under section 1502 and
authorizing the common parent corpora-
tion to make a consolidated return on its
behalf for the taxable year and author-
izing the common parent (or, in the
event of its failure, the Commissioner
or the district director) to make a con-
solidated return on its behalf (as long
as It remains a member of the affiliated
group), for each year thereafter for
which, under § 1.1502-11 (a) the making
of a consolidated return is required. One
of such forms, as prepared by each sub-
sidiary shall be attached to the consoli-
dated return, as a part thereof; and the
other shall be filed, at or before the time
the consolidated return is filed, in the
office of the director for the district pre-
scribed for the filing of a separate return
by such subsidiary. No such consent
can be withdrawn or revoked at any time
after the consolidated return is filed.

(c) ABIliations schedule filed by com-
mon parent corporation. The common
parent corporation shall prepare Form
851 (Affiliations Schedule) which shall
be attached to and made a part of the
consolidated return.

d) Persons qualified to execute re-
turns and forms. Each return or form
required to be made or prepared by a
corporation must be executed by the
person authorized under section 6052 to
execute returns of separate corporations.
In cases where receivers or trustees in
bankruptcy are operating the property
or business of corporations, each return
or form required to be made or prepared
by such corporation must be executed by
the receiver or trustee, as the case may
be, pursuant to an order or instructions
of the court, and be accompanied by a
copy of such order or instructions.

(e) Sfgnatures in case subsidiary has
left affiliated group. Since Form 1122
is required even though, during the tax-
able year of the common parent corpo-
ration, the subsidiary (because of a dis-
solution or sale of stock, or otherwise)
has ceased to be a member of the affili-
ated group, it may be advisable for the
common parent to obtain the proper sig-
natures to the form prior to the time the
subsidiary ceases to be a member of the
group.

§ 1.1502-13 C h a n g e zn affi iated
group during taxable vear t--(a) Gen-
eral rule. Except as hereinafter pro-

' Thla cectlon has no bearing upon the
qucztlon whether a conmolldated return may
or must be made, but relates only to the
effect of changes In the affillated group
during the taxable year.
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vided, a consolidated return must include
the income of the common parent corpo-
ration and of each subsidiary for the
entire taxable year of the affiliated group.

(b) Formation of affiliated group after
beginning of year If an affiliated group
Is formed after the beginning of the tax-
able year of the corporation which be-
comes the common parent' corporation,
the consolidated return must include the
income of the common parent for its
entire taxable year (excluding any por-
tion of such year during winch its in-
icome is included in the consolidated
return of another affiliated group) and
the income of each subsidiary from the
time it became a member of the affiliated
group.

(c) Complete termination of affiliated
group prior to close of taxable year If
an affiliated group is terminated prior to
the close of the taxable year of the group,
the consolidated return must include the
Income of the common parent corpora-
tion for its entire taxable year (exclud-
ing any portion of such year during
winch its income is included in the con-
solidated return of another affiliated
group) and of each subsidiary for the
period prior to the termination. (See
paragraphs (c) and (d) of § 1.1502-11 in
determining whether the group has
terminated.)

(d) Addition to affiliated group of a
subsidiary during year If a corporation
becomes a member of the affiliated group
during the taxable year of the group,
the consolidated return must include its
income from the time when it became
a member of the group.

(e) Elimination from aiiliated group
of a subsidiary-durng year If a subsidi-
ary ceases to be a member of the affili-
ated group during the taxable year of
the group, the consolidated return must
include its income for the period during
which it was a member of the group.

(f) Period of 30 days or less may be
disregarded. A subsidiary may at its op-
tion be considered as having been a
member of the affiliated group during the
entire taxable year of the group (or dur-
ing the entire period of the existence of
the subsidiary, whichever is shorter) if
the period during which it was not a
member of such group does not exceed
30 days. If a corporation has been a
member of the affiliated grdup for a pe-
riod of less than 31 days during the tax-
able year of the group, it may at its
option be considered as not having been
a member of the group during the tax-
able year. An option under this para-
graph must be exercised at the time the
consolidated return is made.

(g) Separate returns for periods not
included in consolidated return. f a
corporation, during its taxable year -(de-
termined without regard to the affilia-
tion) becomes a member of an affiliated
group, its income for the portion of such
taxable year not included in the con-
solidated return of such group must be
included in a separate return (or, if a
member of another affiliated group
which makes a consolidated return for
such period, then in such consolidated
return) If a corporation ceases to be a
member of the affiliated group during
the taxable year of the group, its income

for the Period after -the time when it
ceased to be a member of the group must
be included in a separate return (or, if It
becomes a member of another affiliated
group which makes a consolidated re-
turn for -such period, then in such con-
solidated return)

(h) Time for making separate returns
for periods not included in consolidated
return. If a corporation, during its tax-
able year (determined without regard to
the affiliation) becomes a member of an
affiliated group, the separate return re-
quired for the portion of such taxable
year during which it was not a member
of the group must be made on or before
the 15th day of the third month follow-
ing the close of its taxable year (deter-
mined without regard to the affiliation)
For example, Corporation P reporting
its income on a calendar year basis, ac-
quires on January 1, 1954, all the stock
of Corporation S, which reports its in-
come on a fiscal year basis ending March
31. P and S elect to make a consoli-
dated retufn for the calendar year 1954.
The separate return of S for the taxable
period April 1, 1953, to December 31,
1953, should be made on or before June
15, 1954.

§ 1.1502:-14 Accounting period of an
affiliated group. (a) The taxable year
of an affiliated group which makes a
consolidated return shall be the same as
the taxable year of the common parent
corporation; and, upon. having elected
to file a consolidated return, each sub-
sidiary corporation shall, not later than
the close of the first consolidated taxable
year ending thereafter, adopt an annual
accounting period, fiscal year or calen-
dar year as the case may be, in con-
formity with that of the common parent.

(b) If a change of accounting period
is necessary in order to conform the
accounting periods of the common par-
ent and of its subsidiaries, Form 1128
shall be submitted at or before the
time of filing the consolidated return
for the taxable year in winch the sub-
sidiary has first adopted the parent cor-
poration's annual accounting period.

c) With respect to computations for
years involved in the change to the con-
sblidated basis, see§ 1.1502-32.

§ 1.1502-15 Liability for tax-(a)
Several liability of members of affiliated
group. Except as provided in paragraphs
(b) and (a) of this section, the common
parent corporation and each subsidiary,
a member of the affiliated group during
any part of a consolidated return period,
shall be severally liable for the tax (in-
cluding any deficiency in respect
thereof) computed as provided in
§ 1.1502-30, and for any addition to the
tax computed as provided in § 1.1502-49
-for underpayment of estimated tax for
the consolidated return period.

(b) Liability of a corporation in bank-
ruptcy or receivership. If, at the time of
filing a consolidated return, one or more,
but not all, of the members of the afflill-
ated group are in bankruptcy under the
laws of the United States or in receiver-
ship in any court of the United States
or of any State, Territory, or the District
of Columbia, then the liability under
paragraph (a) of this section of each

such member of the group with respect
to the period covered by such return
shall not exceed such portion of the con-
solidated tax liability for such period
as the several corporations included in
-the consolidated return may, subject to
-the approval of the Commissioner, agree
upon, or, in the absence of such an
.agreement, an amount equal to its liabil-
ity for such year computed as If a sepa-
rate return had been filed.

c) Liability of subsidiary after with-
drawal If a subsidiary has ceased to be
a member of the affiliated group, its
liability under paragraph (a) of this sec-
tion shall remain unchanged, except
that If such cessation occurred prior to
the date upon which any deficiency Is as-
sessed and resulted from a bona fido
sale of stock for fair value, the Cominis-
sioner may, If he believes that the as-
sessment or collection of the balance
of the deficiency will not be Jeopardized,
make assessment and collection of such
deficiency from such former subsidiary
m an amount not exceeding the portion
thereof allocable to It upon the bases
of Income used in the computations, re-
spectively, of the normal tax, the surtax,
and any other tax imposed by chapter
1 of subtitle A included In such defl-
ciency.

(d) Effect of intercompany agree-
ments. Any agreement entered Into by
one or more members of the affiliated
group with any other members of such
group or with any other person shall In
no case have the effect of reducing the
liability perscrlbed under this section.

(e) Liability of transferee not af-
fected. This section shall not be con-
sidered as extinguishing or diminishing
any liability, at law or In equity, of a
transferee of property of a taxpayer,
including any liability under any provi-
sion of law, State or Federal, relating
to liabilities pursuant to corporate dis-
solution or transfer or distribution of
assets, whether or not In connection with
a merger or consolidation.

§ 1.1502-16 Common parent corpora-
tion agent for subsidiaries-(a) Scope
of agency of common parent corpora-
tion. Except as provided in paragraphs
(b) and (c) of this section-The com-
mon parent corporation shall be for all
purposes (other than the making of tho
subsidiary consent required by § 1.1502-
12 (b)) in respect of the tax for the
taxable year for which a consolidated
return.is made or is required, the solo
agent, duly authorized to act in Its own
name in all matters relating to such tax,
for each corporation which during any
part of such year was a member of the
affiliated group. The corporations,
other than the common parent, shall not
have authority to act for or to represent
themselves in any such matter. For
example, all correspondence will be car-
ned on directly with the common
parent; notices of deficiencies will be
mailed only to the common parent, and
the mailing to the common parent shall
be considered as a mailing to each such
corporation; notice and demand for pay-
ment of taxes will be given only to the
common parent, and such notice and
demand shall be considered as a notice
and demand to each such corporation;
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the common parent will file petitions
and conduct proceedings before The Tax
Court of the United States, and any
such petition shall be considered as
having also been filed by each such cor-
poration; the common parent will file
claims for refund or credit; refunds will
be made directly to and in the name of
the common parent and will discharge
any liability of the Government in re-
spect thereof to any such corporation;
and the common parent in its name will
give waivers, give bonds, and execute
closing agreements, offers in compro-
mise, and all other documents, and any
waiver or bond so given, or agreement,
offer in compromise, or any other docu-
ment so executed, shall be considered as
having also been given or executed by
each such corporation. Notwithstand-
ing the provisions of this paragraph,
however, any notice of deficiency, in
respect of the tax for a consolidated
xeturn period, will name each corpora-
tion wich was a member of the al-
ated group during any part of such pe-
nod, and any assessment (whether of
the original tax or of a deficiency) will
be made in the name of each such cor-
-poration (but a, failure to include the
name of any such corporation will not
affect, the validity of the notice of de-
ficiency or the assessment as to the other
corporations) any notice and demand
for payment will name each corporation
which was a member of the affiliated
group during any part of such period
(but a failure to include the name of any
such corporation will not affect the
validity of the notice and demand as to
the other corporations) and any levy
(or warrant or notice in respect thereof),
any notice of a lien, or any other pro-
,ceeding to collect the amount of any
assessment, after the assessment has
been made, will name the corporation
from winch such collection is to be
made. The provisions of this paragraph
shall apply whether or not a consoli-
dated return is made for any subse-
quent year, and whether or not one or
more subsidiaries have become or have
ceased to be members of the group at
any time. Notwithstanding the provi-
sions of this paragraph, the Commis-
sioner may, if he deems it advisable, deal
directly with any member of the group
in respect of its liability, in which event
such member shall have full authority
to act for itself.

(b) Effect of withdrawal of subsidiary.
For the purpose of the assertion, assess-
ment, and collection of any deficiency,
and of a credit or refund of any amount
paid by a former subsidiary as a defici-
ency determined under § 1.1502-15 (c)
but for no other purpose, the agency of.
the common parent corporation in re-
spect of-any subsidiary winch has ceased
to be a member of the affiliated group
shall be terminated upon the expiration
of 30 days (or prior thereto if the Com-
missioner consents) from the date upon
winch such subsidiary files written
notice with the Commissioner that it has
ceased to be a member of the affiliated
group and that it is termmating such
agency. For example, if a subsidiary
has ceased to be a member of the group
(and if-the 30-day period has expired)
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prior to the mailing of a notice of de-
ficiency to the common parent, a sepa-
rate notice of deficiency will be mailed
in due course to the subsidiary in respect
of its deficiency if It becomes necessary
to enforce Its liability.

(c) Effect of dissolution of common
parent corporation. If the common
parent corporation contemplates dLsolu-
tion, or is about to be dissolved, or if for
any other reason its existence is about to
terminate, it shall forthwith notify the
Commsloner of such fact and designate,
subject to the approval of the Commis-
sioner, another member of the affiliated
group to act as agent in Its place to the
same extent and subject to the same con-
ditions and limitations as are applicable
to the common parent. If the notice
thus required is not given by the com-
mon parent, the remaining members of
the group may, subject to the approval
of the Commissioner, designate another
member of the group to act as such
agent, and notice of such dczignation
shall be given to the Commlssioner.
Until a notice in writing designating a
mew agent has been received by the Com-
missioner, any notice of deficiency or
'other communication mailed to the com-
mon parent shall be considered as having
been properly mailed to the agent of the
group; or, if the Commissioner has rea-
son to believe that the existence of the
common parent has terminated, he may,
if he deems It advisable, deal directly
with any member of the group in respect
of its liability.

§ 1.1502-17 Waiver.-(a) Effect of
waiver given by common parent corpo-
ration. Any consent given by the com-
mon parent corporation (or by an agent
in accordance with paragraph c) of
§ 1.1502-16) extending the time within
which an assessment may be made or
levy or proceeding in court begun,
in respect of the tax for a consolidated
return period, shall be applicable (1) to
each corporation which was a member
of the affiliated group during any part
of such period (whether or not any such
corporation has ceased to be a member
of the group) and (2) to each corpora-
tion the income of which was Included
in the consolidated return, or which filed
Form 1122, for such period, even though
it is subsequently determined that such
corporation was not a member of the
group.

(b) Acceptance of waivers from com-
mon parent corporation and alleged sub-
stdiary. In no case will a separate waiver
be accepted from a corporation the in-
come of which was included in the con-
solidated return (for example, a corpo-
ration which the Commissioner deter-
mines was not a member of the affiliatEd
group) or which filed Form 1122, unles
a waiver is also obtained from the com-
mon parent, or unless the Commisssioner
is dealing directly with such corporation
to enforce Its liability.

§ 1.1502-18 Failure to comply with,
regulations-(a) Exclusion of a subsidi-
ary from consolidated return. If there
has been a failure to include in the con-
solidated return the income of any sub-
sidiary, or a failure to file any of the
forms required by these regulations, no-
tice thereof shall be given the common
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parent corporation by the Commissioner,
and the tax liability of each member of
the aMllated group shall be determined
on the basis of separate returns unless
such income Is included or such forms
are filed within the period prescribed in
such notice, or any extension thereof, or
unless under § 1.1502-11 a consolidated
return s required for such year.

(b) Common parent corporation in-
correctly designated in consolidated re-
turn. If a consolidated return includes
a corporation as the common parent
and such corporation was not (under
the provisions of section 1502) the com-
mon parent, the tax liability of each
corporation included in the return will
be computed in the same manner as if
separate returns had been made, unles,
upon application, the Commissioner ap-
proves the making of a consolidated re-
turn, or unles under § 1.1502-11 a con-
solidated return is required for such
year.

c) Inclusion of one or more subsidi-
aries not members of affiated group. If
a consolidated return includes a. corpo-
ration as a subsidiary and such corpora-
tion was not a member of the affiliated
group during the consolidated return
period, the tax liability of such corpora-
tion will be determined upon the basis of
a separate return (but see paragraph (a)
of this section), and the consolidated
return shall be considered as including
only the corporations winch were mem-
bers of the group during such period. If
the consolidated return includes two or
more corporations which are not mem-
bers of the group but which constitute a
separate affiliated group, the tax liability
of the corporations constituting the sep-
arate group will be computed in the same
manner as if separate returns had been
made by such corporations, unless the
Commissloner, upon application, ap-
proves the making of a consolidated re-
turn for the separate group, or unless
under § 1.1502-11 a consolidated return
is required for the separate group.

(d) Effect of authorization and con-
sent jiled pursuant to notice. If Form
1122 is filed by any corporation, pursu-
ant to a notice under paragraph (a)
of this section, such corporation shall be
considered for all purposes as having
joined In the making of the consolidated
return.

(e) Allocation of payments in the
event of change by one or more corpo-
rations to separate returns. In any case
in which amounts have been assessed
and paid upon the basis of a consol-
idated return and the tax liability of
one or more of the corporations included
in the cansolidated return is to be com-
puted in the same manner as if sap-
arate returns had been made, the
amounts so paid shall be allocated be-
tween the affiliated group composed of
the corporations properly included in
the consolidated return and each of the
corporations the tax liability of which
is to be computed on a separate basis,
in such manner as the corporations in-
cluded in the consolidated return may,
subject to the approval of the Commis-
sioner, agree upon, or, in the absence
of an agreement, upon the bases used
in the respective computations of the
normal tax, the surtax and any other
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tax imposed by chapter 1 of subtitle A,
as shown upon the consolidated return.

§ 1.1502-19 Tentative carryback ad-
gustments-(a) Groups with constant
membership; consolidated returns only.
In the case of an affiliated group the
membership of which remains un-
changed and for .which consolidated re-
turns are made or are required for the
taxable years involved, any statement
filed under section 6164 of the Code with
respect to an expected carryback and
any application for a tentative carry-
back adjustment filed under section 6411
shall be filed by the common parent cor-
poration and shall disclose all material
facts and circumstances relating to the
group as a whole. Such statement or
application shall be filed on the appro-
priate form prescribed for such purpose,
Form 1138 or Form 1139, as the case may
be. Any refunds allowable under any
such application will be made directly
to and in the name of the common par-
ent. The making of any such refund will
discharge any liability of the .Govern-
ment in respect thereof to the several
affiliated corporations. The common
parent corporation and its several sub-
sidiaries shall be severally liable for any
amounts assessed pursuant to section
6213 (b) (2) together with any interest
or penalty assessed in connection there-
with.

(b) Groups with changing membe'-
ship; cases involving a separate return
perzod. (1) The membership of an
affiliated group may change during a
taxable year for which a net operating
loss arises, or in the preceding taxable
year affected by such net loss. Or an
affiliated group making a consolidated
return for the year of such net loss may
have made separate returns for the pre-
ceding year* or a group making separate
returns for the year of the net loss'may
have made a consolidated return for the
preceding year. In any such case, the
statement provided for in section 6164
of the Code and the application for the
tentative carryback adjustment provided
for in section 6411 shall be a joint state-
ment or application concurred in and
executed by each corporation which was
a member of the group at any time
during either of the taxable years in-
volved in the deferment or adjustment
sought. The time for the payment of
taxes shall be extended under section
6164 and the adjustment provided for
in section 6411 shall be made. only in
accordance with an agreement of the
several corporations involved to be made
a part of such statement or application.
Any refund allowable under any such
application with respect to a consoli-
dated return period will be made directly
to and in the name of the common par-
ent corporation, and the making of any
such refund will discharge any liability
of the Government m respect thereof to
the several affiliated corporations. The
common parent corporation and its sev-
eral subsidiaries shall be severally liable
for any amounts assessed pursuant to
section 6213 (b) (2) together with any
interest or penalty assessed in connec-
tion therewith.

(2) In the absence of an agreement
between the several corporations, or in

the event of then failure to set forth the
provisions of such an agreement as a
part of their statement or application, no
extension of time for the payment of
any tax under the provisions of section
6164 shall be granted, and no tentative
adjustment shall be made under section
6411.

(3) -Notwithstanding any agreement
between the several affiliated corpora-
tions, no tentative adjustment shall be
made with respect to either a consoli-
dated or a separate return period in
disregard of the several liability of the
several corporations with respect toany
taxable year for which a consolidated
return was made or was required.
COMPUTATION OF TAX, RECOGNITION OF GAIN

OR LOSS, AND BASIS

§ 1.1502-30 Computation of tax-(a)
General rule. In the case of an affili-
ated group which makes, or is required
to make, a consolidated return for any
taxable year, the tax liability of each
corporation for the period during such
year that it was a member of such group
shall be computed, subject to the pro-
visions of paragraph (b) upon the con-
solidated taxable income and the con-
solidated taxable income plus the aggre-
gate of the deductions of the several
affiliated corporations allowable under
section 242, or, in the case of the taxes
imposed by section 531, section 541 (ex-
cept as provided in paragraph (b) (4)
of this section) and section 802, upon
the consolidated accumulated taxable
income, the consolidated undistributed
personal holding company income, the
consolidated life insurance company
taxable income, the consolidated life in-
surance company taxable income plus
the aggregate of the deductions of the
several affiliated corporations allowable
under section 242, or the consolidated
1954 life insurance company taxable in-
come, as the case may be, determined in
each case in accordance with the regu-
lations under section 1502. In the case
of an affiliated group realizing long-
term capital gains and'computing its tax
under the alternative tax provisions of
section 1201, the tax shall be computed
with reference to- the consolidated tax-
able income, and the excess of the con-
solidated net long-term capital gain over
the consolidated net short-term capital
loss. The tax imposed under section 11
(c) or section 831 shall be increased for
any taxable year for which an affiliated
group makes or is required to make a
consolidated return by 2 percent of the
consolidated taxable income (computed
without regard to the deduction, if any,
provided in section 242 for partially tax-
-exempt interest)

(b) Special rules. The general rule
prescribed in paragraph (a) of this sec-
tion is subject to the following special
rules:

(1) In the case of Western Hemi-
sphere trade corporations and regulated
public utilities. If the affiliated group
filing a consolidated return includes a
Western Hemisphere trade corporation,
as defined in section 921, or a regulated
public utility as defined in section 1503
and § 1.1502-2 (g) the increase of 2
percent provided in section 1503 (a) in

the corporation surtax rate shall be ap-
plied only on that portion of the con-
solidated taxable Income attributable to
the members of the group other than the
Western Hemisphere trade corporation
or the regulated public utility without
any increase with respect to any partially
tax-exempt interest of such Western
Hemisphere trade corporation or such
regulated public utility.

(2) In case o1 mutual savings banus
conducting life insurance business. If
the parent corporation of an affiliated
group is a mutual savings bank which, If
a separate return were filed, would be
subject to the alternative tax of section
594 (a) (relating to a mutual savings
bank conducting a life Insurance busi-
ness) the provisions of section 504 (a)
shall apply to such group and the alter-
native tax of such group under section
594 (a) shall be computed with reference
to the consolidated taxable income of the
group attributable to such parent corpo-
ration determined without regard to any
items of gross Income or deductions
properly allocable to the business of the
life insurance department, and with ref-
erence to the income of such life insur-
ance department determined under the
provisions of section 594 (a) (2) and
§ 1.1502-31 (b)

(3) Changes in methods o1 account-
ing. In any case In which a member
of the affiliated group changes Its
method of accounting, If the year of the
change is a year for which a conSoli-
dated return is filed (or is required to
be filed) and if the requirements of
section 48r (b) are met, then the tax
under chapter 1 attributable to the in-
crease in consolidated taxable income
required by § 1.1502-44 (c) shall not be
greater than the tax under chapter 1
(or the corresponding provisions of
prior law) which would result If the
provisions of section 481 (b) were applied
to the corporation required to make the
change In accounting method, but with
the taxes for any year determined on
the basis of the regulations under sec-
tion 1502 (or prior consolidated returns
regulations) if the Income of such cor-
poration was Included in a consolidated
return for such year, or on the basis
of a separate return, if the income of
such corporation was reported in a sep-
arate return for such year.

(4) Personal holding companies. In
the case of an affiliated group which
makes or is required to make a consoli-
dated return for any taxable year, the
tax liability of each corporation for the
period during such year that It was a
member of such group shall not be com-
puted in the case of the tax imposed by
section 541 upon the consolidated un-
distributed personal holding company
income if-

(i) The affiliated group is an ineli-
gible affiliated group as defined in section
542 (b) (2),

(ii) The affiliated group Includes as
a member (including the common parent
corporation) an excluded corporation
within the meaning of section 542 (0),

(i) The consolidated personal hold-
ing company income. is less than 80 per-
cent of the consolidated section 542
gross income, or
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(iv) At no time during the last half
of the taxable year more than 50 percent
in value of the outstanding stock of the
parent corporation was owned directly
or indirectly by or for not more than 5
individuals within the meaning of sec-
tion 542 (a) (2)

'If the tax liability of each corporation
under section 541 is not computed upon
the consolidated undistributed personal
'holding company income solely by reason
of the application of (iii) or iv) of this
subparagraph (or both) no member of
the affiliated group shall be subject to the
tax under section 541 for such year or
part thereof that it was a member of the
affiliated group. If the tax liability of
each corporation under section 541 is
not computed upon the consolidated un-
distributed personal holding company
income by reason of the application of
(i) or (ii) of this subparagraph (whether
or not (iii) or (iv) of this subparagraph,
or both, are applicable) then such liabil-
ity shall be computed by reference to the
tax liability of the several members of
the affiliated group winch are personal
holding companies within the meaning
of section 542 (a) in the same manner
as if such corporations had filed separate
returns except that § 1.1502-31 (b) (1)
(i) shall be applicable (except with re-
spect to dividends received from other
members of.the group) in the computa-
tion of gross income, personal holding
company income, and undistributed per-
sonal holding company income, and sec-
tion 562 (d) shall be applicable in the
computation of dividends paid.

§ 1.1502-31 Bases of tax computation.
In the case of an affiliated group of cor-
porations which makes, or is required to
make a consolidated return for any tax-
able year, and except as otherwie pro-
vided in the regulations under section
1502, the tax liability determined under
§ 1.1502-30 shall be determined subject
to the definitions and rules of computa-
tion set forth in paragraphs (a) and (b)
of this section.

(a) Definitions - (1) Consolidated
taxable income. The consolidated tax-
able income shall be the combined tax-
able income of the several affiliated cor-
porations--

(i) Minus the sum of-
(a) Any consolidated net operating

loss deduction,
(b) Any consolidated section 1231 net

loss, relating to net losses from involun-
tary conversions and from sales or ex-
changes of property subject to the provi-
sions of section 1231,

(c) Any consolidated charitable con-
tribution deduction, but not in excess
of 5 percent of the consolidated taxable
income computed without regard to such
consolidated charitable contribution de-
duction, any deductions under Part VIII
(except section 248) of subehapter B,
any consolidated net operating loss
carry-backs, and any deduction under
section 922 (special deduction for West-
ern Hemisphere trade corporations)

(d) Any consolidated dividends re-
ceived deduction.

(e) Any consolidated section 922 de-
duction,

CM Any consolidated section 175 de-
duction, but not in excess of 25 percent
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of the consolidated section 175 gross in-
come, and

(g) Any consolidated section 247 de-
duction,

ii) Plus any consolidated net capital
gain, or

(iII) lnus, in the case of an affiliated
group including as members one or more
corporations subject to the tax Imposed
by section 831, the combined additional
capital loss deductions of such corpora-
tions authorized by section 832 (c) (5)
(but in an amount not in excess of the
consolidated net capital loss)

(2) Consolidated net opcrating loss
deduction. The consolidated net op-
erating loss deduction shall be an amount
equal to the aggregate of the consoli-
dated net operating loss carry-overs and
of the consolidated net operating loss
carry-backs to the taxable year.

(3) Consolidated net operating loss
carry-overs. The consolidated net op-
erating loss carry-overs to the taxable
year shall consist of
(i) The consolidated net operating

losses, if any, for the five preceding tax-
able years (not including as a fifth pre-
ceding taxable year any taxable year be-
ginning prior to 1950, unless such
preceding taxable year began In 1049 and
ended in 1950, and unless all members
of the group for such preceding taxable
year commenced business in 1949; and
in such case the amount of the consoli-
dated net operating loss for such fifth
year shall not be treated as a carry-over
except to the extent that such consoli-
dated net operating loss Is allocable to
1950) to the extent that the consolidated
net operating loss for any such preceding
taxable year was not attributable to a
corporation making a separate return
or joining in a consolidated return filed
by another affiliated group for the tax-
able year and was not absorbed -as a
earry-over or carry-back for preceding
or intervening taxable years.

and, with respect to a net operating lo s
sustained by a corporation in a taxable
year for which a separate return was
filed, or for which such corporation
joined in a consolidated return filed by
another affiliated group, but subject to
the limitations prescribed in paragraph
(b) (3) of this section-

(ii) The amount of the net operating
losses, if any, of such corporation for the
five preceding taxable years (not includ-
ing as a fifth preceding taxable year
any taxable year beginning prior to 1950
unless such preceding taxable year be-
gan in 1949 and ended in 1950, and un-
less such corporation commenced busi-
ness in 1949) to the extent that the net
operating loss for any such preceding
taxable year was not absorbed as a.
carryover or earryback for preceding
or intervening taxable years.

See, however, paragraph (b) (21) of
this section in any case in which a mem-
ber of the group is an acquiring cor-
poration in a transaction described In
section 381 (a) or any member of the
group is subject to the limitations pro-
vided in section 382.

(4) Consolidated net operating loss
carrybacks. The consolidated net oper-
ating loss carrybacks to the taxable
year shall consist of-

(I) The amount of the consolidated
net operating loss, if any, for the first
succeeding taxable year (to the extent
not attributable to a corporation making
a separate return or joining in a consoli-
dated return filed by another affiliated
group for the taxable year) reduced
to the extent absorbed as a carry-
back, consolidated or separate, as the
case may be, for the first preceding tax-
able year;

(Hi) The amount of the consolidated
net operating loss, if any, for the second
succeeding taxable year to the extent
not attributable to those corporations
making separate returns in the taxable
year;

and. with respect to a net operating loss
sustained by a corporation which, for
either of the two succeeding taxable
years, files a separate return or jors in
a consolidated return filed by another
aflated group, but subject to the linn-
tations prescribed In paragraph (b) (3)
of this section,

(Ill) The amount of the net operating
loss, if any, sustained by such corpora-
tion for the first succeeding taxable year
reduced to the extent absorbed by such
corporation for the first preceding tax-
able year or, if the income of such cor-
poration Is included in the consolidated
return for the first preceding taxable
year, reduced to the extent absorbed by
such consolidated return; and

(iv) The amount of the net operating
loss, if any, sustained by such corpora-
tion for the second succeeding taxable
year.

See, however, paragraph C) (21) of this
section In any case In which a member
of the group is an acquiring corporation
in a transaction described in section 331
(a) or any member of the group is sub-
ject to the limitations provided m
section 382.

(5) Consolidated net operating loss.
The consolidated net operating loss
shall be an amount equal to the excess
of the sum of-

(i) The combined net operating losses
of the several affiliated corporations
having net operating losses,

(i) The consolidated section 175
deduction,

(iWI) The consolidated section 1231.
net loss. and

Clv) The aggregate of the deductions
of the several affiliated corporations
under sections 243, 244, and 245 (com-
puted without regard to the limitation
contained In section 246 (b)) and under
section 247 (computed without regard
to the limitation of (a) (1) (B) of such
section),
over the sum of-

Cv) The combined taxable income of
the several affiliated corporations having
taxable income, computed without re-
gard to any deductions under section 242
(relating to partially tax-exempt in-
terest), and

(vi) The consolidated net capital gain.
(6) Consolidated section 1231 net loss.

The consolidated section 1231 net loss
shall be the excess of the aggregate of
the recognized losses of the character
described In section 1231 sustained by the
several affiliated corporations over the
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aggregate of the recognized gains of the
character described in section 1231 real-
ized by the several affiliated corporations.

(7) Consolidated charitable contribu-
tion deduction. The consolidated chari-
table contribution deduction shall be the
aggregate of the amount of the deduc-
tions of the several affiliated corpora-
tions allowable under section 170 for the
taxable year (determined without regard
to the 5 percent limitation of section 170
(b) (2)) and an amount equal to the ag-
gregate of the consolidated charitable
contribution carry-overs to the-taxable
year.

(8) Consolidated charitable contrz-
bution carry-overs. The consolidated
charitable contribution carry-overs to
the taxable year shall consist of-

(I) The excess, if any, of the amount
of -the consolidated charitable contribu-
tion deduction (computed without re-
gard to any charitable contribution
carry-overs) for the two preceding tax-
able years over the limitation of sub-
paragraph (1) (i) .(c) of this paragraph
for such years to the extent that the
consolidated charitable contribution de-
duction for any such preceding taxable
year was not attributable to a corpora-
tion making a separate return, or join-
ing in a consolidated return filed by an-
other affiliated group, for the taxable
year and was not absorbed as a carry-
over by the consolidated or separate net
Income or taxable income for the sepa-
rate net income or taxable income for
the intervening taxable year

and, with respect to any excess of
charitable contributions over the ap-
plicable 5 percent limitation of a cor-
poration in a taxable year for which a
separate return was filed or for which
such corporation joined in a consoli-
dated return filed by another affiliated
group-

(ii) The amount of such excesses of
such corporation for the two preceding
taxable years to the extent that such
excess for the second preceding taxable
year was not absorbed as a carry-over by
consolidated or separate net income or
taxable income for the first preceding
taxable year.

(9) Consolidated net capital gain.
The consolidated net capital gain shall
be the excess of the sum of-

(I) The aggregate of the capital gains
of the several affiliated corporations, and

(ii) The consolidated section 1231 net
gain, over the sum of-

(Ili) The aggregate of the capital
losses of such corporations, and

(iv) The aggregate of the consolidated
net capital loss carry-overs to the tax-
able year.

(10) Consolidated section 1231 net
gain. The consolidated section 1231 net
gain shall be the excess of the aggregate
of the recognized gains of the character
described in section 1231 realized by the
several affiliated corporations over the
aggregate of the recognized losses of the
character described in section 1231 sus-
tained by the several affiliated corpora-
tions.

(11) Consolidated net capital loss
carry-over The consolidated net capi-
tal loss carry-overs to the taxable year
shall consist of-

(i) The consolidated net capital losses,
if any, for the 5 preceding taxable years
to the extent that such losses were not
attributable to a corporation making a
separate return, or joining in a consoli-
dated return filed by another affiliated
group, for the taxable year, and were not
absorbed by net capital gains for inter-
vening taxable years pursuant to the
provisions of section 1212 or correspond-
ing provisions of prior-law, consolidated
or separate, as the case may be,

and, with respect to net capital losses
sustained by a corporation for taxable
years for which separate returns were
filed, or for which such corporation
joined in a consolidated return filed by
another affiliated group-

(ii) The net capital losses, if any, sus-
tained by such corporation for its 5 pre-
ceding taxable years to the extent that
such losses were not absorbed by the net
capital gains of such corporation (or, if
the income of such corporation was in-
cluded in a consolidated return, by the
consolidated net capital gain) for inter,
vening taxable years pursuant to the
provisions of section 1212 or correspond-
ing provisions of prior law.

(12) Consolidated net capital loss.
The consolidated net capital loss shall
be the excess of the aggregate of the
capital losses of the several affiliated
corporations over the sum of-

(i) The aggregate of the capital gains
of such corporations, and

(ii) The consolidated section 1231 net
gain,
reduced, m the case of an affiliated
group including as members one or
more corporations subject to the tax
imposed by section 831, but only for the
purpose -of net capital loss carry-over
computations, by whichever of the fol-
lowing amounts is the lesser,

(iii) The combined additional capital
loss deductions of such corporations au-
thorized by section 832 (c) (5) or

(iv) The consolidated taxable income
computed without regard to capital
gains and losses and without regard to
any deduction for partially tax exempt
interest provided by section 242.

(13) Consolidated dividends received
deduction. The consolidated dividends
received deduction shall be the aggre-
gate of the deductions of the several
affiliated corporations allowable under
sections 243, 244, and 245 (computed
without regard to the limitation of sec-
tion 246 (b)) but m an amount not
greater than 85 percent of the consoli-
dated taxable income computed without
regard to the consolidated net operating
loss deduction, the consolidated section
247 deduction, and without regard to any
consolidated dividends received deduc-
tion. The limitation of the previous
sentence shall not apply for any taxable
year for which there is a consolidated
net operating loss.

(14) Consolidated section 247 deduc-
tion. The consolidated section 247 de-
duction, relating to dividends paid by
public utilities on preferred stock, shall
be an amount computed as follows:

(I) First, determine the amount which
is the lesser of-

(a) The aggregate of the dividends
paid by members of the affiliated group

which are public utilities within the
meaning of section 247 (b) (1) on pre-
ferred stock within the meaning of sec-
tion 247 (b) (2) or

(b) The portion of the consolidated
taxable income for the taxable year at-
tributable to such members computed
without regard to the consolidated sec-
tion 247 deduction.

(ii) Then multiply the amount deter-
mined under subdivision (i) of this sub-
paragraph by the fraction specified in
section 247 (a) (2)

(15) Consolidated section 922 dceduc-
tion. The consolidated section 922 de-
duction, relating to Western Hemisphere
trade corporations, shall be that portion
of the consolidated taxable Income at-
tributable to those members of the affili-
ated group which are Western Hemi-
sphere trade corporations (computed
without regard to the consolidated sec-
tion 922 deduction) multiplied by the
fraction specified in section 922 (2)

(16) Consolidated net long-term cap-
ital gain. The consolidated net long-
term capital gain shall be the excess of
the sum of-

(i) The aggregate of the long-term
capital gains of the several affiliated cor-
porations, and

(ii) The consolidated section 1231 net
gain,
over

(iii) The aggregate of the long-term
capital losses of such corporations.

(17) Consolidated net short-term cap.
ital loss. The consolidated net short-
term capital loss shall be the sum of-

(i) The aggregate of the short-term
capital losses of the several affiliated
corporations, and

(ii) The consolidated net capital loss
carryovers,
ninus

(Ili) The aggregate of the short-term
capital gains of such corporations.

(18) Consolidated accumulated tax-
able income. The consolidated accumu-
lated taxable income shall be the con-
solidated taxable Income computed with-
out regard to any capital loss carry-over,
without regard to any charitable con-
tribution deduction under section 170,
without regard to any net operating loss
deduction, and without regard to any
deduction urlder part VIII (except sec-
tion 248) of subchapter B of chapter 1,
minus the sum of-

(i) The combined Federal Income
and excess profits taxes (other than the
excess profits tax imposed by subchapter
E of chapter 2 of the Internal Revenue
Code of 1939, for taxable years begin-
ning after December 31, 1940) and in-
come, war-profits and excess-profits
taxes of foreign countries and posses-
sions of the United States (to the extent
not allowable as a deduction under sec-
tion '164 (b) (6)) accrued during the
taxable year by the several affiliated
corporations, but not Including the ac-
cumulated earnings tax Imposed by sec-
tion 531, the personal holding company
tax Imposed by section 541, or the taxes
imposed by corresponding sections of
a prior income tax law.

(ii) The consolidated charitable con-
tribution deduction computed without
regard to the limitation In section 170
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(b) (2) except that there shall not be
included in the consolidated charitable
contribution carry-over any amount
which has previously been used in the
determination of consolidated accumu-
lated taxable income or separate accu-
mulated taxable income.

(iii) The excess of the sum of the cap-
ital losses of the several affiliated corpo-
rations (computed without regard to any
capital loss carry-over) over the sum of
the capital gains of such corporations,

(iv) The excess of the consolidated
net long-term capital gain over the
consolidated net short-term capital loss
(computed without regard to any capital
loss carry-over) minus the taxes imposed
by subtitle A attributable to such excess.

(v) In the case of an affiliated group
including one or more holding company
affiliates of a bank, as defined in section
2 of the Banking Act of 1933, the con-
solidated section 601 deduction, relating
to earnings or profits devoted to the ac-
qusition of readily marketable assets,
other than bank stock.

(vi) The consolidated accumulated
earnings credit, and

(vii) The consolidated section 561
dividends paid deduction.

(19) Consolidated accumulated earn-
ings credit. The consolidated accumu-
lated earnings credit shall be-

(i) In the case of an affiliated group
which is not a mere holding or invest-
ment group, an amount equal to such
part of the aggregate of the earnings
and profits for the taxable year of the
several members of the group as are re-
tamed for the reasonable needs of the
business of the group, minus the deduc-
tion allowed by subparagraph (18) (iv)
of this paragraph, but not less than the
amount (if any) by which $60,000 ex-
ceeds the aggregate of the accumulated
earnings and profits of the several mem-
bers of the group at the close of the pre-
ceding taxable year, or

(ii) In the case of an affiliated group
which is a mere holding or investment
group, the amount (if any) by which
$60,000 exceeds the aggregate of the
accumulated earnings and profits of the
several members of the group at the
'close of the preceding taxable year.
For the purpose of (i) of this subpara-
graph, the amount of the earnings and
profits for the taxable year of the sev-
eral members of the group which are
retained is the amount by which the
aggregate of the earnings and profits
of the several members of the group for
the taxable year exceed the consolidated
-section 561 dividends paid deduction for
such year. For the purpose of the pre-
ceding sentence and (ii) of this sub-
paragraph, the accumulated earnings
and profts of the several members of
the group at the close of the preceding
taxable year shall be reduced by the
dividends paid to other than members
of the group.under section 563 (a) (re-
lating to dividends paid after the close
of the taxable year) which are con-

osidered as paid during such taxable year.
(20) Consolidated section 561 divz-,

dend paid deduction. The consolidated
section 561 dividends paid deduction
shall be the sum of-
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(I) The aggregate of the deductions
allowable to the several members of the
group with respect to dividends under
dection 561 (a) (1) and (2) determined
without regard to any deductions at-
tributable to payments made or consid-
ered to be made of dividends to other
members of the group, and

(11) In case the affiliated group is
subject to tax on its consolidated un-
distributed personal holding company
income, the consolidated dividend carry-
over.

(21) Consolidated section 542 gross in-
come. The consolidated section 542
gross income shall be the combined gross
income of the several members of the
affiliated group computed without re-
gard to any gross income from other
members of the group and by including
only the excess of the gains of the several
members of the group over the losses of
the several members of the group from
transactions in stocks or securities as de-
scribed in section 543 (a) (2) and by
including only the excess of the gains of
the several members of the group over
the losses of the several members of the
group with respect to commodity trans-
actions as described in section 543 (a)
(3)

(22) Consolidated personal holding
company income. The consolidated per-
sonal holding company income shall be
that part of the consolidated section 542
gross income from the sources described
in section 543.

(23) Consolidated undistributed per-
sonal holding company income. The
consolidated undistributed p e r s o n a 1
holding company income shall be the
consolidated taxable income computed
without regard to any deductions under
part VM (except section 248) of sub-
chapter B of chapter 1, without regard to
any charitable contribution deduction
under section 170, without regard to any
net operating loss deduction, and without
regard to deductions disallowed by sec-
tion 545 (b) (8) minus the sum of-

(I) The combined Federal Income and
excess profits taxes (other than the
excess-profits tax imposed by subchapter
E of chapter 2 of the Internal Revenue
Code of 1939 for taxable years beginning
after December 31, 1940) and income,
war-profits and excess-profits taxes of
foreign countries and possessions of the
United States (to the extent not allow-
able as a deduction under section 164 (b)
(6)) accrued during the taxable year by
the several affiliated corporations but not
including the accumulated earnings tax
imposed by section 531, the personal
holding company tax imposed by section
541, or the taxes imposed by correspond-
ing sections of a prior income tax law*

(ii) In lieu of the deduction provided
by subparagraph (1) (1) (c) of this par-
agraph, the consolidated charitable con-
tribution deduction limited as provided
in section 170 (b) (1) (A) and (B) ex-
cept that the 10 and 20 percent limita-
tions therein shall be applied with re-
spect to the consolidated adjusted gross
income; and except that there shall not
be Included in the consolidated charita-
ble contribution carry-over any amount
which has been previously sed in the
determination of consolidated undis-
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tributed personal holding company in-
come or separate undistributed personal
holding company Income.

(III) The amount of the consolidated
net operating loss for the preceding tax-
able year to the extent not attributable
to corporations making a separate re-
turn, or joining in a consolidated return
filed by another affiliated group for the
taxable year, and, with respect to a
corporation which filed a separate re-
turn or joined In a consolidated return
filed by another affiliated group for the
preceding taxable year, the net operat-
Ing loss of such corporation for such
preceding taxable year, but not in excess
of the portion of the consolidated per-
sonal holding company income attrib-
utable to such corporation for the
taxable year.

(1v) The excess of the consolidated
net long-term capital gain for the tax-
able year over the consolidated net
short-term capital loss for such year
minus the taxes Imposed by subtitle A
attributable to such excess;

(v) The aggregate amount subject to
the provisions of section 545 (b) (7)
used or Irrevocably set aside by the sev-
eral affiliated corporations to pay or re-
tire indebtedness incurred prior to Janu-
ary 1, 1934, not including such portion
of any such indebtedness as was owned
on January 1, 1934, or at any time there-
after, directly or indirectly, by another
member of the group;

(vi) The sum of the amounts deduct-
ible by the several members of the affil-
lated group allowable under section 545
(b) (9) but there shall be added to the
consolidated taxable income any amount
required to be included in taxable income
under such section;

(vii) The consolidated section 561
dividends paid deduction; and

(vili) In the case of an affiliated group
including one or more holding company
affiliates of a bank, as defined in section
2 of the Banking Act of 1933, the con-
solidated section 601 deduction, relating
to earnings or profits devoted to the
acquisition of readily marketable assets,
other than bank steck.

(24) Consolidated adjusted gross zn-
cane. The consolidated adjusted gross
Income shall be the consolidated taxable
income computed without regard to any
charitable contributions deductions, any
deductions under part VIII (except sec-
tion 248), any net operating loss carry-
back to the taxable year, any deductions
under section 922, and without deduc-
tion of the amount disallowed by section
545 (b) (8)

(25)Consolidated defciencj dividends
deduction. The consolidated deficiency
dividends deduction shall be the aggre-
gate of the amounts determined as pro-
vided in section 547 with respect to
dividends distributed by the several
members of the affilated group pursuant
to a determination of liability for per-
sonal holding company tax described in
section 547, with respect to the consoli-
dated undistributed personal holding
company income of the affiliated group
for the taxable year of the group com-
puted without regard to any dividends
distributed to members of the affiliated
group.
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(26) Consolidated dividend carryover
The consolidated dividend carryover to
the taxable year shall be the sum of-

(I) The excess of-
(a) The consolidated section 561 divi-

dends paid deduction for the first pre-
ceding taxable year, determined without
regard to any consolidated dividend
carryover, over

(b) The consolidated undistributed
personal holding company income for
such year, determined without regard to
any dividends paid deduction and divi-
dend carryover,
to the extent that such deduction and
such income are not attributable to a
corporation making a separate return, or
joining in a consolidated return filed by
another affiliated group, for the taxable
year.

(ii) The amount of the consolidated
section 561 dividends paid deduction
(determined as provided in subdivision
(I) (a) of tins subparagraph) for the
second preceding taxable year reduced
by the consolidated undistributed per-
sonal holding company income for such
year (determined as provided in subdivi-
sion (i) (b) of tins subparagraph) and
further reduced by the amount of the
consolidated undistributed personal
holding company income for the first
preceding taxable year determined with-
out regard to any dividend carryover
from the second preceding taxable year
to the extent that any such consolidated
section 561 dividends paid deduction and
any such consolidated undistributed per-
sonal holding company income are not
attributable to a corporation making a
separate return, or joining in a consoli-
dated return filed by another affiliated
group for the taxable year,
and, with respect to taxable years for
which a member of the affiliated group
filed a separate return or for which such
member joined in a consolidated return
filed by another affiliated group-

(iII) The excess of the deduction al-
lowable to such corporation under sec-
tion 561 for dividends paid for the first
preceding taxable year (determined
without regard to any dividend carry-
over) over the taxable income of such
corporation for such year computed.with
the adjustments provided in section 545
(or If its income was included in the
consolidated return of another affiliated
group, that portion of the excess of the
consolidated section 561 dividends paid
deductions (determined as provided in
subdivision (1) (a) of this subpara-
graph) for the first preceding taxable
year, over the consolidated undistributed
personal holding company income (de-
termined as provided in subdivision (i)
(b) of this subparagraph) for such year
attributable to such corporation) and

(iv) The excess of the deduction, al-
lowable to such corporation under sec-
tion 561 (determined without regard to
any dividend carryover) for the second
preceding taxable year over the taxable
income of such corporation for such year
computed with the adjustments provided
in section 545 (or if its income was in-
cluded in the consolidated return of
another affiliated group, that portion
of the excess of the consolidated section
561 dividends paid deduction. (deter-

mined as provided in subivision (I) (a)'
of this subparagraph) for the second
preceding taxable year, over the consol-
idated undistributed personal holding
company income (determined as pro-
vided in subdivision (i) (b) of this sub-
paragraph) for such year, attributable
to such corporation) and reduced by-

(a) The excess of the amount of its
taxable income so computed for the first
preceding taxable year over its dividends
paid deduction under section 561, de-
termined without regard to any dividend
carryover from the second preceding
taxable year (or, if its income was in-
cluded in the consolidated return of an-
other affiliated group, that portion of
the amount of such deduction absorbed
in such consolidated return of another
affiliated group) or

(b) If the income of such corporation
is included in the consolidated return
for the first preceding taxable year, the
excess, if any, of the consolidated undis-
tributed personal holding company in-
come (determined without regard to any
dividends paid deduction and dividend
carryover) for the first preceding tax-
able year. over the consolidated section
561 dividends paid deduction for such
year, determined without regard to any
dividend carryover.

(27) Consolidated section 601 deduc-
tion. The consolidated section 601 de-
duction relating to bank affiliates, shall
be an amount equal to the aggregate of
the earnings or profits of members of the
group which are holding company affili-
ates of a bank as defined in section 2 of
the Banking Act of 1933 devoted to the
acquisition of readily marketable assets
other than bank stock (not including any
asset acquired, directly or indirectly,
from another member of the group),
subject, in the case of each such affiliate,
to the limitations imposed by section 601
determined without regard to the quali-
fications expressed in paragraph (b) (1)
(ii) and (iiI) of this section.

(28) Consolidated life insurance com-
pany taxable zncome. The consolidated
life insurance company taxable income in
the case of an affiliated group consisting
of corporations subject to the tax im-
posed by section 802 shall be the con-
solidated taxable income minus the con-
solidated section 804 deduction and plus
the consolidated section 806 adjustment.

(29) Consolidated section 804 deduc-
tion. The consolidated section 804 de-
duction relating to the, reserve and other
policy liabilities shall be the consolidated
taxable income multiplied by a figure to
be determined and proclaimed by the
Secretary for each taxable year pursuant
to section 804. ,J

(30) Consolidated section 806 adjust-
ment. The consolidated section 806 ad-
justment relating to certain reserves
provided in section 806 shall be an
amount equal to 3 percent of the com-
bined unearned premiums and unpaid
losses of the several affiliated corpora-
tions on contracts other than life in-
surance or annuity contracts computed
in the case of each corporation pursuant
to the provisions of section 806 but the
combined'unearned premiums shall not
be considered to be less than 25 percent
of the combined net premiums on such

other contracts written,durlng the tax-
able year.

(31) Consolidated 1954 life insurance
company taxable income. The consoli-
dated 1954 life Insurance company tax-
able Income In the case of an affiliated
group consisting of corporations subject
to the tax imposed by section 802 (b) for
taxable years beginning in 1954 shall be
the consolidated taxable income plus
eight times the consolidated section 806
adjustment and minus the consolidated
reserve interest credit, if any.

(32) Consolidated reserve intercst
credit. The consolidated reserve interest
credit shall be the aggregate of the
reserve interest credits of the several
members of the affiliated group.

(33) Consolidated section 175 deduc-
tion. The consolidated section 175
deduction shall be the aggregate of the
amount of the deductions of the several
affiliated corporations allowable under
section 175 for the taxable year (deter-
mined without regard to the 25 percent
limitation of section 175 (b)) and an
amount equal to the aggregate of the
consolidated section 175 carry-overs to
the taxable year.

(34) Consolidated section 175 gross
income. The consolidated section 175
gross income shall be the combined gross
income derived from farming of the sev-
eral affiliated corporations engaged in
the business of farming and having ex-
penditures of the type described in sec-
tion 175 (a) For this purpose, there
shall be eliminated profits and losses on
intercompany transactions; and proper
adjustment shall bemade to eliminate
any distortion in the amount of gross
income attributable to transactions be-
tween members of the affiliated group
at markedly fictitious values.

(35) Consolidated section 175 carry-
overs. The consolidated section 175
carryovers to the taxable year shall
consist of-

(I) The excess, If any, of the amount
of the consolidated section 175 deduc-
tions over 25 percent of the consolidated
section 175 gross Income of preceding
taxable years to the extent that such
consolidated section 175 deduction for
any preceding taxable year was not
attributable to a corporation making a
separate return or joining in a congoli-
dated return filed by another affiliated
group for the taxable year and was not
absorbed as a carryover by the con-
solidated section 175 gross income for
preceding taxable years
and, with respect to any excess of de-
ductions under section 175 over the 25
percent limitation of section 175 (b) of
a corporation in a taxable year for which
a separate return was filed or for which
such corporation joined in a consoli-
dated return filed by another affiliated
group, but subject to the limitation pro-
scribed in paragraph (b) (16) of this
section.

(ii) The amount of such excesses of
such corporation for preceding taxable
years to the extent that such excesses
were not absorbed as carry-overs for
preceding taxable years.

(b) Computations. In the case of af-
filiated corporations which make, or are
required to make, a consolidated return,
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and except as otherwise provided in the the gain recognized under such sections
regulations under section 1502- shall be eliminated;

(1) Taxable income. The taxable in- (xi) No deductions under section 243,
come of each corporation shall be corn- 244. 245. or 247 (relating to deductions
puted in accordance with the provisions with respect to dividends received and
covering the determination of taxable dividends paid) or under section 922
income of separate corporations, ex- (relating to the special deduction for
cept- Western Hemisphere trade corpora-
(i) There shall be eliminated unreal- tions) shall be taken Into account; and

ized profits and losses in transactions (xii) No deductions under section 175
between members of the affiliated group (relating to soil and water conservation
and dividend distributions from one expenditures) shall be taken into ac-
member of the group to another member count by a member of an affiliated group
of the group (referred to in the regula- to which the consolidated section 175
tions under. section 1502 as intercompany deduction is applicable.
-transactions) Intercompany profits and losses which

(ii) No net operating loss deduction have been realized by the group through
shall be taken into account; final transactions with persons other

(iii) No capital gains or losses shall be than members of the group, and inter-
taken into account; company transactions which do not af-

(iv) There shall be disregarded all fect the consolidated taxable income
gains and losses from involuntary con- shall not be eliminated. For the purpose
versions and from sales and exchanges of of this subparagraph gain includible in
property subject to the provisions of income pursuant to section 357 (c) with
section 1231, respect to transfers of assets other than
(v) In the computation of the deduc- the capital assets and other than assets

tion under section 171, relating to amor- to which section 1231 is applicable, shall
tizable bond premium, there shall be not be eliminated. For the purpose of
disregarded the bonds of one member of the regulations under section 1502, a
the group owned by another member of transaction not involving a salX or ex-
the group during the taxable year; change of a capital asset or of property

(vi) In the computation of the tax- subject to the provisions of section 1231
able income of a corporation for the tax- shall not be considered an intercompany
able year in which it became the com- transaction if such transaction occurs In
mon parent corporation of the affiliated the regular course of the trade or busi-
group filing a consolidated return, the ness of the members of the group and if
aggregate deductions of such corpora- such members adopt, with the con-ent of
tion for such year otherwie allowable the Commissioner and subject to such
in excess of the gross income of such conditions as he deems proper, a con-
corporation for such year shall be ex- sistent accounting practice of taking into
cluded to the extent that such excess account in the computation of consoll-
is attributable to that portion of such dated taxable income the gains and losses
year preceding the date upon which reflected in such transactions. As used
such corporation became the common m tis paragraph, the term "taxable in-
parent corporation of the group. Any come" includes the case in which the
amount excluded under this paragraph allowable deductions of a member (not
shall, to the extent that it constitutes including any net operating loss deduc-
a net operating loss within the provisions tion) exceed its gross income.
of section 172 or a net capital loss within (2) Other computations on separate
the provisions of section 1222, be con- basts. The various other computations
sidered as a net operating loss or a net required by the regulations under sec-
capital loss, as the case may be, sepa- tion 1502 to be made by the several
rately sustained by such corporation affiliated corporations shall be made In
and subject to the provisions of para- the case of each such corporation In the
graph (a) (3) (ii) or (11) (ii) of this same manner and under the same con-
section; ditions as if a separate return were to

(vii) In the case of a corporation be filed, but with the following excep-
which became a member of the afMi- tions:
ated group after the date of enactment (i) Taxable income. The taxable In-
of this title, common parent corpora- come used in any such computation
tion or subsidiary, as the case may be, shall be the taxable income of the cor-
allowable deductions shall be determined poration determined in accordance with
subject to the qualifications prescribed the provisions of this section.
m subparagraph (9) of this paragraph; (ii) Dividends received. In the corn-

(viii) No deduction under section 170 putation of the dividends received, there
with respect to charitable or other con- shall be excluded all dividends received
tributions shall be taken into account; from other members of the affiliated

*(ix) n the case of the deduction pro- group.
vided in section 615 (relating to mine (iii) Capital gatis and losses. Capital
exploration expenditures) the allowable gains and losses, short-term capital
deduction shall be determined subject gains and losses, long-term capital gains
to the qualifications prescribed in sub- and losses, and the additional capital
paragraph (12) of this paragraph; loss deduction authorized by section 832

x) In the case of a distribution of (c) (5) shall be determined without re-
inventory to which section 311 (b) is gard to-
applicable, or in the case of a distribu- (a) Gains or losses arising in inter-
tion of property to which section 311 (c) company transactions (other than gains
is applicable by one member of the , described m section 357 (c)) and gains
group to another member of the group, recognized to the distributing corpora-

tion pursuant to section 311 Cc) by rea-
son of distributions by one member of
the group to another membar of the
group.

(b) Gains or losses from involuntary
conversions and from sales or exchanges
of property subject to the provisions of
.section 1231,

C) The net capital loss carryovers
provided in section 1212, and

d) In the case of a corporation which
became a member of the affiliated group
subsequent to January 1, 1954, common
parent corporation or subsidiary, as the
case may be, capital loses to the extent
disallowed pursuant to the provisions
of subparagraph (9) of this paragraph.

(iv) Net operating loss. In the com-
putation of the net operating loss, as
defined in section 172, the provisions of
this section pertaining to the determi-
nation of taxable income shall apply

(v) Dividends paid. n the comnuta-
tion of dividends paid, there shall be
excluded all dividends paid by one mem-
ber of the group to another, except as
provided in § 1.1502-30 (b) (4)

(vi) Federal income tax. In the com-
putation of the Federal Income tax, there
shall be used the consolidated tax, or a
proportionate part thereof, if the tax:
payable is properly computed on the
basis of the consolidated return.

(vii) Dividends paid by public utility.
In the computation of dividends paid on
the preferred stock of a public utility,
there shall be excluded all dividends paid
by such public utility to another member
of the group.

(viii) Gains or losses under section
1231. Gains and losses from involuntary
conversions and from sales or exchanges
of property subject to the provisions of
.section 1231 shall be determined without.
regard to-

(a) Gains and losses from intercom-
pany transactions (other than gains de-
scribed in section 357 (c)) and gains
recognized pursuant to section 311 (c)
upon the distribution of property sub-
Ject to the provisions of section 1231 by
one member of the group to another
member of the group, and

b) In the case of a corporation which
became a member of the affiliated group
subsequent to January 1. 1954, common
parent corporation or subsidiary, as the
case may be, such portion of any such
loss as Is disallowed pursuant to the
provisions of subparagraph (9) of this
paragraph.

(WO Mutual savings banks, domestic
building and loan associations, and co-
operative banks. In the case of a mutual
savings bank, a domestic building and
loan association, and a cooperative
bank-

(a) In the computation of total de-
posits or wlthdrawable accounts at the
close of the taxable year for the purpose
of section 593 (2) (relating to the deduc-
tion for bad debts) there shall be ex-
cluded the total deposits or withdrawable
accounts of other members of the group,
and

(b) In the computation of the deduc-
tion provided in section 591 (relating to
dividends paid by banking corporations)
there shall be excluded amounts paid to,
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or credited to the accounts of, other
members of the group.

(3) Limitations on net operating loss
carry-overs and carry-backs from sepa-
rate return years. In no case shall there
be included in the consolidated net op-
erating loss deduction for the taxable
year as consolidated net operating loss
carry-overs under paragraph (a) (3)
(ii) of this section (relating to the net-
operating losses sustained by a corpora-
tion in years for which separate returns
were filed, or for which such corporation
joined in a consolidated return filed byr
another affiliated group) and as con-
solidated net operating loss carry-backs
under paragraph (a) (4) (iii) and (iv)
of this section (relating to a net operat-
ing loss sustained by a corporation which
for either of the two succeeding taxable
years files a separate return or joins in
a consolidated return filed by another
affiliated group) an amount exceeding
in the aggregate the taxable income of
such corporation included in the com-
putation of the consolidated taxable in-
come for the taxable year decreased by
its deductions under sections 243, 244,
245, 247, and 922 (and in the case of a
member of an affiliated group to which
the consolidated section 175 deduction is
applicable, the section 175 deduction)
increased by its separate net capital
gain, and increased or-decreased, as the
case may be, with respect to its separate
gains or losses from involuntary conver-
sions and from sales or exchanges of
property subject to the provisions of sec-
tion 1231. This subparagraph shall not
be applicable to a carry-over under
paragraph (a) (3) (ii) of this section
of a net operating loss of a corporation
attributable to a period for which it was
included in a consolidated return filed
by another affiliated group for a taxable
year beginning prior to January 1, 1954,
all of whose members are included in
the consolidated return filed for the tax-
able year if all of the members of such
other affiliated group would have been
members of the affiliated group if the
law applicable to the taxable year had
been applicable to such prior taxable
year.

(4) Law applicable to computations
of net operating loss carryovers and
carrybacks. (I) In determining the
amount of any net operating loss carry-
back or carryover, consolidated or sep-
arate, to any taxable year, the necessary
computations involving any other tax-
able year shall be made under the law
and regulations applicable to such other
taxable year. The preceding sentence
shall apply with respect to all taxable
years whether they begin before, on, or
after January 1, 1954.

(ii) In the case of a consolidated net
operating loss for a taxable year begin-
ning in 1953 and ending in 1954, the
amount of such consolidated net operat-
Ing loss which shall be carried to the
second preceding taxable year shall be
the amount which bears the same ratio
to such consolidated net operating loss
as the number of days in the loss year
after December 31, 1953, bears to the
total number of days in such year. In
determining the amount carned to any
other taxable year, the amount ab-

sorbed for the second taxable year pre-
ceding the loss year shall not exceed the
portion of the consolidated net operat-
ing loss which is carried to the second
preceding taxable year.

(iII) For purposes of section 141 of the
Internal Revenue Code of 1939 and that
part of the regulations promulgated
thereunder which relate to subchapter D
,of chapter 1 of such Code, excess profits
net income and consolidated section 433
(a) excess profits net income shall be
computed as if the regulations under
section 1502 did not apply and as if such
section and such regulations continued,
to apply to taxable years beginning after.
December 31, 1953.

(iv) Except as provided in (i), (ii) and
(iii) of this subparagraph the computa-
tion of net operating loss deductions for
the transitional years described in sec-
tion 172 (g) shall be determined under
regulations 129 in any case in which,
under such section, the rules of the In-
ternal Revenue Code of 1939 are appli-
cable, and under the regulations under
section 1502 in any case in which, under
such section, the rules of the Internal
Revenue Code of 1954 are applicable.

(5) Limitation on absorption of un-
used dividend carryovers. If, in the
computation of the consolidated divi-
dend carryover for the second consol-
idated return period in respect of which
the income of a corporation is included
in the consolidated return of the group,
there is involved a separate unused divi-
dend carryover of such corporation for
the second preceding taxable year to-
gether with a consolidated unused divi-
dend carryover for the second preceding
taxable year, or if, for the second con-
solidated return period in respect of
which the income of two or more mem-
bers of the group is included in the con-
solidated return of the group, there are
involved ,the separate unused dividend
carryovers of such corporations for the
second preceding taxable year, no por-
tion of the excess of the consolidated
undistributed personal holding company
income (determined without regard to
any dividends paid deduction and divi-
dend carryover) over the consolidated
section 561 dividends paid deduction
(determined without regard to any divi-
dend carryover) for the first preceding
taxable year shall be taken into account
more than once in giving effect to the
provisions of paragraph (a) (26) (ii)
and (iv) of this section (relating to the
computation of thatpart of the consol-
idated dividend carryover attributable
to the unused dividend carryovers of the
second preceding taxable year)

(6) Apportionment of consolidated
net operating loss. If an affiliated group
filing a consolidated return sustains a
consolidated net operating loss within
the provisions of section 172, relating to
the net operating loss deduction, and if
there are included as members of such
group one or more corporations which
made .separate returns, or joined in a
consolidated return filed by another
affiliated group, either in a preceding
taxable year or in a succeeding taxable
year, the portion of such consolidated
net operating loss attributable to such
corporations'severaly shall be deter-

minecd, such portion In the case of tny
such corporation being determined In an
amount proportionate to the not losses
(capital net losses and ordinary net
losses alike) of the several affiliated cor-
porations having net losses, to the extent
that such losses were taken Into account
in the computation of the consolidated
net operdting loss.

(7) Apportionment of consolidated
net capital loss. If an affiliated group
filing a consolidated return sustains a
consolidated net capital loss, and If
there are included as members of such
group one or more corporations which
make separate returns, or join in a con-
solidated return filed by another affili-
ated group, in a succeeding taxable year,
the portion of such consolidated net
capital loss attributable to such corpo-
rations .severally shall be determined,
such portion In the case of any such cor-
poration being an amount which bears
the same ratio to the consolidated net
capital loss which the net capital loss of
such corporation bears to the aggregate
of the net capital losses for the taxable
year sustained by the several affiliated
corporations having net capital losses.

"(8) Limitation on net capital loss
carryover from separate return year In
no case shall there be included In the
computation of the consolidated net
capital gain for the taxable year as a
consolidated net capital loss carryover
under paragraph (a) (11) (ii) of this
section (relating to net capital losses
separately sustained) an amount ex-
ceeding in the aggregate the net capital
gains of such corporation (determined
without regard to any net capital loss
carryover) Included in the computation
of the consolidated net capital gain for
the-taxable year Increased with respect
to Its separate net gains from Involun-
tary conversions and from sales or ex-
changes of property subject to the pro-
visions of section 1231.

(9) Qualifications on deductions where
group membership changed alter Jan-
uary 1, 1954. In the case of an affiliated
group formed at any time after January
1, 1954, or having among its members in
the taxable year one or more subsidi-
aries which became members of the
group subsequent to January 1, 1954, the
consolidated taxable income for the tax-
able year, and for prior and subsequent
taxable years to the extent affected by
carrybacks and carryovers from the tax-
able year, shall be determined subject to
the following qualifications:

(I) There shall be excluded in the case
of the common parent corporation and
in the case of any subsidiaries which
were members of the group on January 1,
1954, those deductions from gross Income
otherwise allowable with respect to-.

(a) Sales or exchanges of capital
assets,

(b) Involuntary conversions and sales
or exchanges of property subject to the
provisions of section 1231,

(c) Securities subject to the provisions
of section 165 (g) (3), or

(d) Debts subject to the provisions of
section 166,
to the extent that such deductions other-
wise allowable exceed in the aggregate-
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(e) In the case of capital losses, the
excess of the aggregate capital gains over
the aggregate capital losses of such cor-
porations for the taxable year, or

(f) In the case of ordinary losses, the
aggregate of the ordinary taxable income
of such corporations for the taxable year,
increased in an amount equal to any ex-
cess of aggregate capital gains over ag-
gregate capital losses of such corpora-
tions,

such capital gains and losses and such
ordinary taxable income being deter-
mined pursuant to the provisions of the
regulations under section 1502 but with-
out regard to the provisions of subpara-
graphs (1) (iv) and (2) (ii (b) of this
paragraph and without regard to the
losses in question:

(ii) There shall be excluded in the
case of a subsidiary corporation which
became a member of the affiliated group
subsequent to January 1, 1954, those de-
ductions from gross income otherwise
allowable with respect to--

(a) Sales or exchanges of capital
assets,

(b) Involuntary conversions and sales
or exchanges of property subject to the
provisions of section 1231,

(c) Securities subject to the provi-
sions of section 165 (g) (3) or

(d) Debts subject to the provisions of
section 166,
to the extent that such deductions
otherwise allowable are attributable to
events preceding the date upon which
such corporation became a member of
the group, and

(e) Being capital losses, exceed (1)
the capital gains reduced by all other
capital losses of such corporation for
the taxable year, in the case in which
such corporation was not, on January 1,
-1954, a member of an affiliated group
within the meaning of section 1504, or
(2) in case such corporation was a mem-
ber of an affiliated group on January 1,
1954, an amount which together with
like losses computed subject to the pro-
visions of the regulations under section
1502 in the case of other members of
the group during the taxable year which
were affiliated with such corporation on
Jnauary 1, 1954, within the meaning of
section 1504 is equal to the aggregate
capital gains reduced by the aggregate
of all other capital losses of such cor-
poration and of such other members of
the group, or

(W Being ordinary losses excess (1)
the ordinary taxable income of such cor-
poration for the taxable year increased
in an amount equal to any excess of
capital gains over capital losses for the
taxable year, in the case in which such
corporation was not, on January 1, 1954,
a member of an affiliated group within
the meaning of section 1504, or (2) in
case such corporation was a member of
an affiliated group on January 1, 1954,
an amount which, together with like
losses computed subject to the provisions
of the regulations under section 1502
in the case of other members of the
group during the taxable year which
were affiliated with such corporation on
January 1, 1954, within the meaning of
section 1504, is equal to the ordinary

No. 129- 5

FEDERAL REGISTER

taxable income of such corporation for
the taxable year increased by the ag-
gregate of the ordinary taxable income
and decreased by the aggregate of the
ordinary net losses of other members of
the affiliated group during the taxable
year which were affiliated with such cor-
poration on January 1, 1954, within the
meaning of section 1504, and increased
further in an amount equal to any ex-
cess of aggregate capital gains over ag-
gregate capital losses of such corpora-
tions,
such capital gains and losses. and ordi-
nary taxable income and net losses, as
the case may be, being determined pur-
suant to the provisions of the regulations
under section 1502 but without regard to
the provisions of subparagraphs (1) (iv)
and (2) (ii) (b) of this paragraph, and
without regard to the losses in question.

(iii) The portion of any loss otherwise
allowable as a deduction for the taxable
year which is disallowed pursuant to the
provisions of (I) and (ii) of this sub-
paragraph shall, to the extent that it
constitutes a net capital loss or a net
operating loss be considered as a net
capital loss or a net operating loss, as the
case may be, in respect of those members
of the group by reference to which the
amount of the deduction disallowed
under (i) and (11) of this subparagraph
was determined, originating, for the pur-
pose of the carryback provisions, In a
taxable year subsequent to the last tax-
able year in respect of which their in-
come was included in a consolidated
return, and, for the purpose of the carry-
over provisions, in a taxable year prior
to the first taxable year in respect of
which their income was included in a
consolidated return;

(iv) The provisions of (i) and (I) of
this subparagraph shall not apply with
respect to the common parent corpora-
tion of an affiliated group formed sub-
sequent to January 1, 1954, or to the
common parent corporation or subsid-
iaries of a group in existence on January
1, 1954, acquiring new members subse-
quent to January 1, 1954, or with respect
to subsidiaries becoming member of the
group subsequent to January 1, 1954--

(a) If the group consists solely of the
common parent corporation and one or
more subsidiaries created, directly or
indirectly, by the common parent
corporation or by other members of the
group;

(b) If, immediately after the corpora-
tion involved became a member of the
group, common parent corporation or
subsidiary, as the case may be, stock pos-
sessing at least 80 percent of the voting
power of all classes of Its stock then out-
standing and at least 80 percent of each
class of its nonvoting stock then out-
standing is owned, directly or indirectly,
by substantially the same interests by
which such stock was owned on January
1, 1954;

(c) If the affiliated group involved
was formed, or the new subsidiary be-
came a member of the group, as an inci-
dent to an involuntary conversion or
to a transfer made pursuant to an order
of the Securities and Exchange Com-
mission, the Federal Communications
Commission, the Interstate Commerce
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Commission, or a similar re-ulatory body
of State or Federal Government; or

(d) To the extent to which, upon con-
sideration of the facts or circumstances
presented by the particular case, the
Commissioner determines that a con-
solldated taxable income computed with
respect to the affliated group but with-
out regard to those paragraphs will not
serve to distort the income tax liability
of the group or of any of its members.

(10) Loss to group of investment in an
affiliate. In the case of a loss to one or
more members of an affiliated group
sustained during the taxable year as the
result of the worthlessness of the invest-
ment of such members in another af-
filiate, whether such investment was
reflected in the stock, bonds, or open ac-
count advances to such other affiliate-

(I) Such losses shall be taken into ac-
count in the computation of consolidated
taxable income for the year of the loss
In an amount not greater in the aggre-
gate than the excess of the consolidated
taxable income for such year computed
without regard to any such loss over
that portion of such consolidated tax-
able Income so computed attributable to
such other affiliate; and

(H) The portion of any such loss
otherwise allowable as a deduction for
the taxable year which is disallowed pur-
suant to the provisions of (i) of this
subparagraph shall be considered as a
consolidated net operating loss to be
taken into account as a consolidated
carryback to the two preceding taxable
years and as consolidated carryovers to
succeeding taxable years, but in an
amount not greater for any such year
than the excess of the consolidated tax-
able income for such year, computed
without regard to such carryback or
carryover, as the case may be, over that
portion of such consolidated taxable in-
come so computed for such year attrib-
utable to such other affiliate.

(11) Disposal of timber or coal-(i)
Intercompany transactions. Section 631
(b) or (c) (relating to the disposal of
timber or coal) shall apply to an amount
received by a member of the group only
to the extent such amount is received by
the member of the group as a party to a
transaction described in section 631 (b)
or (c) wilth persons not members of the
group.

(i) Application of sections 531 and
541 to coal royalties. For the purpose
of determining the consolidated accu-
mulated taxable Income and the con-
solidated undistributed personal holding
company income the provisions of 631
(c) shall not apply to any amount re-
ceived by a member of the group upon
the disposal of coal.

(12) Mine exploration expenditures-
(I) Limitation under section 615 (a) If
the aggregate of the deductions, com-
puted without regard to this sentence,
allowable under section 615 (a) to the
several members of the group exceeds
$100,000,

(a) The deduction under that section
allowable to any member of the group
shall be an amount which bears the same
ratio to $100.000 as Its deduction com-
puted without regard to this sentence
bears to the aggregate of such deduc-
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tions so computed for the members of
the group, except that,

(b) If all the members of the group
consent in writing, the deduction under
that section allowable to such member
shall be the deduction under that sec-
tion computed without regard to this
sentence, or such part thereof as the
common parent corporation shall deter-
mine at the time the consent is filed,
provided, however, that the aggregate of
the deductions so allowable for all mem-
bers of the group shall not exceed
$100,000.

(ii) Limitation under 615 (c) If the
limitation -rovided in section 615 (c) is
applicable to any member of the group,
such limitation shall be deemed appli-
cable to all members of the group.

(13) Apportionment of unused divi-
dend carryover and allowance of consoli-
dated deficiency dividends deduction-
(i) Apportionment of unused dividend
carryover If an affiliated group filing
a consolidated return has an unusued
consolidated dividend carryover and if
there are included as members of such
group one ormore corporations which
make separate returns, or join in a con-
solidated return filed by another affili-
ated group or if any member of the group
computes its tax liability under section
541 pursuant to the last sentence of
§ 1.502-30 (b) (4) in a succeeding tax-
able year, the portion of such unused
consolidated dividend carryover attrib-
utable to such corporations severally
shall be determined for the purpose of
the dividend carryover, such portion in
the case of any such corporation shall
be deternned in an amount proportion-
ate to the deduction for dividends paid
and the taxable incomes of the several
affiliated corporations- (determined with
the adjustments provided in section
545) to the extent that such deduction
and such taxable income were taken
into account in the computation of the
consolidated dividend carryover and the
consolidated and undistributed personal
holding company income.

(ii) Deficiency dividends deduction.
For the purpose of applying section 547,
relating to deficiency dividends, in case-
the affiliated group is subject to tax on
its consolidated undistributed personal
holding company income for the taxable
year to which the deficiency in personal
holding company tax relates, the con-
solidated deficiency dividends deduction
described in paragraph (a) (25) of this
section shall be allowed.

(14) Apportionment of consolidated
charitable contribution deduction. If
an affiliated group filing a consolidated
return has an excess of the consolidated
charitable contribution deduction over
the limitation of paragraph (a) (1) (i)
(c) of this section for the taxable year,
and if there are included as members
of such group one or more corporations
which make separate returns or join in a
consolidated return filed by another af-
filiated group in a succeeding taxable
year, the portion of such excess attribut-
able to such corporations severally shall
be determined, such portion in the case
of any such corporation being deter-
mined in an amount proportionate to
such excess as the contributions of each

such corporation bear to the aggregate
of such contributions.

(15) Limitation on section 175 carry-
overp from separate return years. In no
case shall there be included in the con-
solidated section 175 deduction for the
taxable year as consolidated section 175
carryovers under paragraph (a) (36)
(ii) of this section (relating to excess
section 175 deductions of a corporation
for years for which separate returns were
filed or for which such corporation
joined in a consolidated return filed by
another affiliated group) an amount ex-
ceeding in the aggregate the amount by
which 25 percent of the gross income of
such corporation derived from farming
included in the computation of the con-
solidated section 175 gross income for
the taxable year exceeds the amount of
the expenditures of such corporation of
the taxable year deductible under section
175.

(16) Apportionment of consolidated
section 175 deduction. If an affiliated
group filing a consolidated return has an
excess of the consolidated section 175 de-
duction over the limitation of 25 percent
of the consolidated section 175 gross in-
come for the taxable year, and if there
are included as members of such group
one or more corporations which make
separate returns, or are joined in a con-
,solidated return fied by another affili-
ated group, in a succeeding taxable year,
the portion of such excesses attributable
to such corporations severally shall be
determined; such portion in the case of
any such corporation being determined
in an amount proportionate to such ex-
cess as the deductions of each such cor-
poration,bears to the aggregate of such
deductions.

(17) Applicability of consolidated
section 175 deduction. An affiliated
group shall not be eligible to use the
consolidated section 175 deduction un-
less all of the members of such group
which are engaged in the business of
farming during the taxable year have
adopted, pursuant to section 175 (d),
the method described in section 175. In
the case of a corporation which is a
.member of an affiliated group which is
not eligible to use the consolidated sec-
tion 175 deduction, the deduction pro-
vided by section 175 shall be used in the
computation of the taxable income of
such corporation in the same manner
and under the same conditions as if a
separate return were to be filed, except
'that the gross income from farming of
such corporation shall be determined
without regard to profits or losses on
'intercompany transactions; and proper
adjustment shall le made to eliminate
any distortion in the amount of gross
income attributable to transactions be-
tween members of the g r o up at
markedly fictitious values.

(18) Computation of consolidated
accumulated taxable income. In the
computation of consolidated accumu-
.lated taxable income no amount shall
be taken into account with respect to
any income or deductions attributable to
members of the affiliated group which
are subject to tax under section 541 as
described in the last sentence of
§ 1.1502-30 (b) (4)

(19) Law applicable to the computa-
tion of consolidated dividends carryover
In the computation of the consolidated
section 561 dividends paid deduction, the
amount of the consolidated dividonds
carryover from a year to which subtitle
A is not applicable to a taxable year to
which such subtitle applies shall be de-
termined under Regulations 129 if a con-
solidated return was filed for the year
in which the dividends were paid or un-
der the provisions of the Internal Rev-
enue Code of 1939 if a separate return
was filed for such year.

(20) Law applicable to computation of
deficzency dividends deduction, If a de-
ficiency Is asserted with respect to a
taxable year which began before Janu-
ary 1, 1954, the amount of any "defi.
ciency dividend" shall include only
amounts which would have been in-
cludible ii the computation of the
consolidated basic surtax credit, as de-
fined in Regulations 129, or in the com-
putation under the Internal Revenue
Code of 1939 of the basic surtax credit
for such taxable Year, as the case may be.

(21) Rules with respect to net operat-
ing losses under sections 381 and 382.
(I) If, in the computation of the consoli-
dated net operating loss carryover, there
is included an amount with respect to a
net operating loss of a corporation, not
a member of the affiliated group, which
is a transferor or distributor of assets to
a member of the affiliated group within
the meaning of section 381 (a), the
amount allowable as a carryover with
respect to such transferor or distributor
shall not exceed the amount of the tax-
able income of the acquiring corpora-
tion included in the computation of the
consolidated taxable income for the tax-
able year. The computation shall be
made as described in subparagraph (3)
of this paragraph as though the acquir-
ing corporation had sustained a net op-
.erating loss in a year for which separate
returns were filed or for which the
acquiring corporation had joined ini a
consolidated return filed by another
affiliated group.

(ii) If, in addition to the amount de-
scribed in (I) of this subparagraph, thero
is included an amount with, respect to
a net operating loss sustained by the ac-
quiring corporation in a year for whieh
it filed separate returns or for which it
joined in a consolidated return filed by
another affiliated group, the losses sus-
tained by both the acquiring corporation
and the transferor or distributor cor-
poration which may,be taken into ac-
count as a net operating loss deduction
in determining the consolidated taxable
income may not exceed the taxable in-
come of the acquiring corporation com-
puted in a manner described in subpara-
graph (3) of this paragraph,

(iii) For purposes of (i) and (ii) of
this subparagraph, if the transferor or
distributor corporation was a member of
another affiliated group which filed a
consolidated return, the amount of the
consolidated net operating loss of such
affiliated group, if any, attributable to
such transferor or distributor, shall be
treated as the net operating loss of such
corporation separately sustained.

(iv) In any case In which a consol-
idated net operating loss was sustained
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by an atfliated group wich includes a
member whose net cperating loss is sub-
ject to the limitations upon net operat-
ing losses proviaed by section 332, such
section shall be applicable with respect
to such member as if the portion of such
consolidated net operating loss attribu-
table to such corporation were a net
operating loss of such corporation sep-
arately sustained.

(22) Rules with respect to capital loss
carryovers under section 381. (i) If in
the computation of the consolidated net
capital loss carryovers for a taxable year
there is included an amount with re-
spect to -a net capital loss of a corpora-
tion, not a member of the affiliated
'group, wich is a transferor or distribu-
tor of property to a member of the af-
Mfliated group within the meaning of
section 381 (a) the amount allowable
with respect to such transferor or dis-
tributor shall not exceed the net capital
gains of the acquiring corporation (de-
termined without regard to any net cap-
ital loss carryover) included in the
computation of the consolidated net cap-
ital gain for the taxable year increased
with respect to its separate gains for
involuntary conversions and from sales
or exchanges of property subject to the
provisions of sect-on 1231.
(ii) If there is included under para-

graph (a) (11) (ii) of this section an
amount with respect to net capital
-losses separately sustained by such ac-
quiring corporation in years for winch
separate returns were filed or for winch
such corporation joined in a consoli-
dated return filed by another affiliated
group, the limitation described in (i)
of this subparagraph shall be applicable
with respect to the aggregate of such
losses and the losses of its transferor
or distributor corporations.
(iD For purposes of (i) and (ii) of

this subparagraph if the transferor or
distributor corporation was a member
of another affiliated group which filed
a consolidated return, the amount of the
consolidated net capital loss of such
affiliated group, if any, attributable to
such transferor or distributor, shall be
treated as the net capital loss of such
corporation separately sustained.

(c) Statements and schedules for sub-
szdiaries. The statement of gross in-
come and deductions and the several
schedules required by the instructions
on the return must be prepared and
filed by the common parent corporation
in columnar form so that the details of
the items of gross income, deductions,
and credits, for each member of the
affiliated group, may be readily audited.
Such statements and schedules shall in-
clude in columnar form a reconciliation
of surplus for each such corporation,
together with a reconciliation of the
consolidated surplus. Consolidated bal-
ance sheets as of the beginning and close
of the taxable year of the group, taken
from the books of the members of the
group, shall accompany the consoli-
dated return prepared in a form similar
to that required for reconciliation of
surplus. If any member of the affiliated
group computes its tax under section
541 in the manner provided in § 1.1502-
30 (b) (4) a personal holding company
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schedule for such corporati:n hall 1:
filed with the consolidated return.

(d) Net o2:erating loss dcduction, ex-
cess charitable contributlons, cxccss cec-
tion 175 deductions, and dividend carry-
over before or after consolidatcd return
period. The consolidated net operating
loss of an affiliated group, the e:-:cezs of
the consolidated charitable contributions
over the 5 percent limitation of para-
graph (a) (1) (1) (c) of this section, the
excess of the deductions under section
175 over the limitatil f 25 percent pro-
vided in paragraph (a) (1) (1) (f) of
this section, or the unused consolidated
dividend carryover shall be ued in com-
puting the consolidated net operating
loss deduction, the consolidated chari-
table contribution carryover, the con-
solidated section 175 carryover, or the
consolidated dividend carryover, as the
case may be, notwithstanding that one
or more corporations members of the
group in the taxable year in which such
loss or carryovers originate make sepa-
rate returns (or join in a consolidated
return made by another affiliated group)
for a subsequent taxable year (or In the
case of a carryback computation for a
preceding taxable year) but only to the
extent that such consolidated net oper-
ating loss, such excess charitable con-
tribution, such excess section 175 deduc-
tion, or such unused consolidated
dividend carryover is not attributable to
such corporations; and such portion of
such consolidated net operating loss,
such excess charitable contributions,
such unused section 175 deductions, or
such unused consolidated dividend car-
ryover as is attributable to the several
corporations making separate returns
or computing their tax liability under
section 541 pursuant to the last sen-
tence of § 1.1502-30 (b) (4) (or Joining
in a consolidated return made by an-
other afflliated group) for a subsequent
taxable year (or in the case of a carry-
back computation for a preceding tax-
able year) shall be used by such corpo-
rations severally as carryovers or as
carrybacks in such separate returns in
such separate computations under sec-
tion 541, or in such consolidated returns
of the other affiliated group. Any un-
used dividend carryover of a corporation
separately produced for a year prior to
a taxable year in respect of which Its tax
liability under section 541 Is computed
upon the consolidated undistributed per-
sonal holding company income shall be
used in computing the dividend carry-
over of such corporation (or the consol-
idated dividend carryover of another
affiliated group of which it becomes a
member) for a subsequent taxable year
for which it makes a separate return or
joins in a consolidated return of another
group, but only to the extent that such
unused dividend carryover was not ab-
sorbed in the computation of the consol-
idated section 561 dividends paid deduc-
tion for the intervening consolidated
return period. Any net operating loss
separately sustained by a corporation
prior to a first taxable year in respect
of which its income Is included in the
consolidated return of the group (or in
either of the two years immediately fol-
lowing a consolidated return year) shall

L2 u:cd in computing the net operating
lo-s deduction of such corporation (or
the consolidated net operating loss de-
duction of another afated group of
which it becomes a membar) for a sub-
sequent tamable year for which it makes
a eparate ratumn or joins in a consoli-
dated return of another group, but only
to the extent that such net operating
lo3 was not absorbed (either as a carry-
over or as a carrybact) in the computa-
tion of the consolidated net operating
loss deduction for consolidated return
parlods. Any excess of charitable con-
tributions of a corporation for the year
prior to a first taxable year in respect of
which Its income is included in the con-
solidated return of the group shall be
used in computing the charitable con-
tribution deduction of such corporation
(or the consolidated charitable contn-
bution deduction of another affiliated
group of which it becomes a member)
for a subsequent taxable year for winch
It makes a separate return or joins in a
consolidated return of another group,
but only to the extent that such excezs
charitable contribution was not absorbed
as a carryover in the consolidated char-
itable contribution deduction for con-
solidated return periods. Any excess of
section 175 deductions of a corporation
for a year prior to a first taxable year
in respect of which its income is in-
eluded in the consolidated return of the
group shall be used in computing the
section 175 deduction of such corpora-
tion (or the consolidated section 175 de-
duction of another affiliated group of
which It becomes a member) for a sub-
sequent taxable year for which it makes
a separate return or joins in a consoli-
dated return of another group, but only
to the extent that such excezs section 175
deduction was not absorbed as a carry-
over in the computation of a consolidated
section 175 deduction for consolidated
return periods.

(e) Taxable year of less than 12
months. Any period of less than 12
months for which either a separate re-
turn or a consolidated return is filed
under the provisions of § 1.1502-13 shall
be considered as a taxable year.

§ 1.1502-32 Method of computation
of income for period of less than 12
months. If a corporation, during the
taxable year of the group, becomes a
member or ceases to be a member of an
affiliated group which makes or is re-
quired to make a consolidated return for
such year, the income of such corpora-
tion to be included in the consolidated
return shall be computed on the basis of
its income as shown by its books if the
accounts are so kept that the income for
the period during which it is a member
of the group can be clearly and accu-
rately determined. If the accounts are
not so kept, the income to be included in
the consolidated return shall be com-
puted on the basis of that proportion of
its income (subject to the elimination of
Items exempt from taxation and the
addition of items not allowable as deduc-
tlons) for the full period covered by its
books which the number of days for
which Its income is included in the con-
solidated return bears to the number of
days in the full period covered by its
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books; but, m the discretion of the Com-
missioner, there may be eliminated be-
fore the proration is made items -of
income or deduction clearly and accu-
rately determined to be attributable to
particular periods, and, after the pro-
ration is made, such eliminated items
will be added to (if items of income) or
deducted from (if deductible items) the
income determined by proration for the
period to which such items are appli-
cable.

§ 1.1502-33 Gain or loss from sale of
stock, or bonds or other obligations.
Gain or loss from the sale or other dispo-
sition (whether or not during a consoli-
dated return period) by a corporation
which during any period of time has
been a member of an affiliated group
which makes or is required to make a
consolidated return, of any share of
stock or any bond or other obligation' is-
sued or incurred by another corporation
which during any part of such period
was a member of the same group, shall
be determined, and the extent to which
such gain or loss shall be recognized and
shall be taken into account shall also be
determined, in the same manner, to the
same extent, and upon the same condi-
tions as though such corporations had
never been affiliated except-

(a) In the case of a disposition (by
sale, or in complete or partial liquidation
not involving cash in an amount in'ex-
cess of the adjusted basis of both the
stock and the bonds and other indebted-
ness liquidated, or otherwise) during a
consolidated return period to another
member of the group (§§ 1.1502-31 and
1.1502-37)

(b) That the basis for determining
the gain or loss, in the case of shares of
stock, or in the case of bonds or other
obligations, held during any part of a
consolidated return period, shall be de-
termined in accordance with § 1.1502-34
and 1.1502-35; and

(c) As provided in § 1.1502-36 (im-
posing certain limitations upon losses
otherwise allowable upon sales of stock,
or bonds or other obligations)

§ 1.1502-34 Sale of stock; bdszs for
determning gan or loss-(a) Scope of
section. This section prescribes the
basis for deternumng the gain or loss
upon any sale or o t h e r disposition
(hereinafter referred to as "sale") by a
corporation which is (or has been) a
member of an affiliated group which
makes (or has made) a consolidated re-
turn for any taxable year, of any share
of stock issued by another member of
such group (whether issued before or
during the period that it was a member
of the group and whether issued before,
during, or after the taxable year 1929)
and held by the selling corporation dur-
ing any part of a period for which a
consolidated return is made or required
under the regulations under section 1502.
For the basis in the case of a sale of
bonds, see § 1.1502-35.

(b) Sales made while selling corpora-
tion zs member of affiliated group. If
the sale is made within a period during
which the selling corporation is a mem-
ber of the affiliated group, whether or
not during a consolidated return period,
and whether or not, as a result of such

sale, the issuing corporation ceases to be
a member of the group, the basis shall
be determined as follows:

(1) The aggregate bases of all shares
of stock of the issuing, corporation held
by each member of the affiliated group
(exclusive of the issuing corporation)
immediately prior to the sale, shall be
determined separately for each member
of the group, and adjusted in accordance
with the other provisions of subtitle A,
but without regard to any adjustment
under the last sertence of section 1051
relating to losses-of the issuing corpora-
tion sustained by such corporation after
it became a member of the group.

(2) From the combined aggregate
,bases as determined in subparagraph
(1) of this paragraph, there shall be
deducted the sum of-

,(i) All losses of such issuing corpora-
tion sustained during taxable-years for
which consolidated income tax returns
were made or were required (whether
the taxable year 1929 or any prior or sub-
sequent, taxable year) after such corpo-
ration became a member of the affiliated
group and prior to the sale of the stock
to the extent that such losses could not
have been availed of by such corpora-
tion as net loss or net operating loss in
computing its net income or taxable in-
come, as the case may be, for such tax-
able years if it had made a separate
return for each of such years,

(ii) With respect to each of such tax-
able-years for which consolidated re-
turns were made or were required both
for income and for excess profits tax pur-
poses, the excess, if any, of all losses of
such issuing corporation for such year,
properly adjusted in the computation of
consolidated excess profits net income
over the amount of such losses for such
year computed under (i) of this subpar-
agraph to the extent that such excess
could not have been availed of by such
corporation as a net operating loss in
computing its excess profits net income
for such taxable years if it had made a
separate return for each of such years,
and

(iii) With respect to each of such tax-
able years for which consolidated returns
were made or were required for excess
profits tax purposes only, all losses of
such issuing corporation for such year,
properly adjusted in the computation of
consolidated excess profits net income,
to the extent that such losses could not
have been availed of by such corporation

.as a net operating loss in computing its
excess profits net income for such tax-
able years if it had made a separate
excess profits tax return for each of such
years,
reduced by any losses of the issuing cor-
poration apportioned under this section
to its stock sold or otherwise disposed of
in a prior transaction, disregarding any
transaction between members of the
affiliated group during a consolidated in-
come or excess profits tax return period
which did not constitute a partial liqui-
dation of the issuing corporation. For
any taxable year in which the group sus-
tained a consolidated loss not availed of
in prior or subsequent years as a deduc-
tion under net loss or net operating loss
provisions, the amount deducted under

this subparagraph shall be further re-
duced by an amount equal to that pro-
portion of such consolidated loss which
the loss of the Issuing corporation for
the year in which such loss was sustained
bears to the aggregate losses of the mem-
bers of the group for such year.

(3) The sum of the 'aggregate basea
of all shares of stock, after making the
deduction under subparagraph (2) of
this paragraph, shall then be appor-
tioned among the members of the affili-
ated group which hold stock of the
issuing corporation, by allocating to each
such member that proportion of the sum
of the aggregate bases so reduced which
the aggregate basis of the st6k In the
issuing corporation held by such member
bears to the sum of the aggregate bases,

(4) The aggregate basis as deter-
mined under subparagraph (3) of this
paragraph for each member of the
affiliated group shall then be equitably
,apportioned among the several classes
of stock of the Issuing corporation held
by such member according to the cir-
cumstances of the case-ordinarily by
allocating 'to each class of such stock
that proportion of the aggregate basis
which the basis of each class of such
stock held by it at the time of the sale
Is to the sum of the bases of the several
classes of such stock held by It.

(5) The basis of each share of stock
of each class held by a member of the
affiliated group shall then be deter-
mined by dividing the basis apportioned
to such class under subparagraph (4) of
this paragraph by the total number of
shares of such class held by it.

(c) Sales after selling corporation has
ceased to-be member of affiliated group,
If the sale is made after the selling cor-
poration has ceased to be a member of
the affiliated group, such basis shall be
determined in accordance with para-
graph (b) of this section, except that-

(1) The aggregate basis (under para-
graph (b) (1) of this section) shall be
determined for all shares of the issuing
corporation held by each member of the
group Immediately prior to the time the
selling corporation ceased to be a mem-
ber of the group (rather than Immedi-
ately prior to the sale),

(2) The reduction (under paragraph
(b) (2) of this section) with respect to
losses apportioned to stock sold or other-
wise disposed of In prior transactions
shall be determined without regard to
the transaction which terminated the
affiliation and all subsequent trans-
actions;

(3) The allocation (under paragraph
(b) (3) of this section) shall be made
to each member of the group which held
stock of the Issuing corporation immedi-
ately prior to the time the selling cor-
poration ceased to be a member of the
group (rather than to the members hold-
ing such stock at the time of the sale),
and

(4) The basis of each share of stock
held by the selling corporation (deter-
mined, as above, as of the time the sell-
ing corporation ceased to be a member
of the group) shall then be adjusted In
accordance with the other provisions of
subtitle A In order to determine the
basis at the time of the sale.
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(d) Deilnition of "loss" "consolidated
loss" "net loss" or "net operating loss",
and "consolidated excess profits net in-
come" As used in this section the term
"qoss" means either the excess over the
gross income of the issumg corporation
of the sum of its allowable deductions
(not including any net loss or net oper-
ating loss deduction) allowable in com-
Diuting consolidated taxable income or
the excess over the gross income of the
issuing corporation of the sum of its
allowable deductions (not including any
net loss or net operating loss deduction),
plus the proportionate part properly at-
tributable to such corporation of the
credits relating to interest on certain
Government obligations and dividends
received allowable in computing consoli-
dated normal tax net income, the con-
solidated special class net income or
consolidated net income subject to tax
determined in accordance with the In-
ternal Revenue Code of 1939 and provi-
sions of consolidated returns regulations
applicable to the period. The term
"consolidated loss" means the excess
of the sum of the losses, separately com-
puted, over the sum of the normal tax
net income, the special class net income,
the net income subject to tax or the tax-
able income determined in accordance
with the provisions of the Internal Rev-
enue Code of 1939 or the Revenue Act
or of subtitle A of the Internal Revenue
Code of 1954 and pursuant to the pro-
visions of consolidated returns regula-
tions applicable to the period; the term
"net loss" or ,net operating loss" means
the net loss or net operating loss, as the
case may be, determined in accordance
with the provisions of the Internal Rev-
enue Code of 1939 or the Revenue Act
,or of subtitle A of the Internal Revenue
Code of 1954 and pursuant to the pro-
visions of consolidated returns regula-
tions applicable to the period; and the
term "consolidated excess profits net in-
come" means the consolidated excess
profits net income or consolidated sec-
tion 433 (a) excess profits net income
determined in accordance with the pro-
visions of the Internal Revenue Code of
1939 or the Revenue Act and pursuant
to the provisions of consolidated returns
regulations applicable to the period.

§ 1.1502-35 Sale of bonds or other
obligations; basis for determining gain
or loss. In the case of a sale or other
disposition by a corporation, which is
(or has been) a member of an affiliated
group which makes (or has made) a con-
solidated income tax or excess profits
tax return for any taxable year, of bonds
or other obligations issued or incurred
by another member of such group
(whether or not issued or incurred while
it was a member of the group and
whether issued or incurred before, dur-
ing, or after the taxable year 1929) and
held by the selling corporation during
any part of a period for which a con-
solidated return is made or required
under the regulations under section 1502,
the basis of each bond or obligation, for
determining the gain or loss upon such
sale or other disposition, determined in
accordance with the other provisions of
subtitle A, but without regard to any
adjustment under the last sentence of
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section 1051, shall be decreased (except
as otherwise provided in this section)
by the excess, if any, of the aggregate
of the deductions computed under
§ 1.1502-34 (b) (2) or (c) over the sum
of the aggregate bases of the stock of
the debtor corporation as computed un-
der § 1.1502-34 (b) (1) or (c) as the case
may be, held by the members of the
group. The adjustment with respect to
so much of such deductions as Is based
upon losses sustained during the taxable
year 1929 and subsequent taxable years
for which the last day prescribed by law
for the fling of the return fell on or
before March 1, 1945 (the date on which
Treasury Decision 5441 was filed with
the Division of the Federal Register)
and availed of on consolidated returns
filed for such years shall be made only
in those cases in which the sales or
other disposition of such bonds or other
obligations resulted In a loss. See also
§ 1.1502-40 relating to disallowance of
loss upon intercompany bad debts.

§ 1.1502-36 Limitation on allowable
losses on sale of stock, or bonds, or other
obligations-(a) General rule. No loss
shall be allowed under §§ 1.1502-33,
1.1502-34, or 1.1502-35 upon the sale or
other disposition of stock or bonds or
obligations to the extent that such loss
is attributable to-

(1) Transfers of assets within the afill-
iated group (by sale, gift, or otherwise)
without consideration or at markedly
fictitious values, during the period in
which the corporations were affillated
(whether or not a consolidated return
was made), or

(2) A distribution during a period in
which the corporations were affiliated of
earnings or profits accumulated prior
to the date upon which the distributing
corporation became a member of the
group.

(b) Qualification of general rule.
Paragraph (a) of this section shall not
be considered as in any way limiting the
operation of the provisions of subtitle A
relating to the basis for determining gain
or loss upon the sale or other disposition
of property, but as being in amplification
of and not in substitution for such pro-
visions; subject, however, to this quali-
fication; that to the extent that the
transfers of assets referred to in para-
graph (a) of this section are taken into
account under the terms of subtitle A in
making adjustments in the basis, such
transfers will not be taken into account,
in denying losses under paragraph (a) of
this section.

§ 1.1502-37 Liquidations; recognition
of gain or loss-(a) During consolidated
return period. (1) Gain or loss shall
not be recognized upon a distribution
during a consolidated return period, by
a member of an affiliated group to an-
other member of such group, in cancel-
lation or redemption of all or any portion
of its stock, except-

(I) Where such-distribution is in com-
plete liquidation and redemption of all
of its stock (whether in one distribution
or a series) and of Its bonds and other
indebtedness, if any, and falls without
the provisions of section 332, and is the
result of a bona. fide termination of the
business and operations of such member

of the group, in which case the adjust-
ments specified in §§ 1.1502-34 and
1.1502-35 shall be made, and § 1.1502-36
shall be applicable; or

(il) Where such a distribution without
the provisions of section 332 is one made
in cash in an amount in excess of the
adjusted basis of the stock, and bonds
and other indebtedness, in which case
gain shall be recognized to the extent of
such excess.

(2) When the business and operations
of the liquidated member of the affiliated
group are continued by another member
of the group, it shall not be considered a
bona fide termination of the business and
operations of the liquidated member.
With respect to the acquisition of its
bonds by the Issuing company, see
§ 1.1502-41 (b)

(3) For the purpose of determining
whether an affiliated corporation re-
ceiving property in a liquidating distribu-
tion qualifies under the provisions of
section 332 (b) (1), the aggregate
amount of the stock of the liquidated
corporation owned by the several mem-
bers of the affilL ted group on the date
of the adoption of the plan of liquidation
and at all times, subsequent thereto and
prior to the receipt of the property in
liquidation shall be considered as owned
by the distributee.

(b) Alter consolidated return Period.
In case any such distribution is made
after a consolidated return period,
whether in complete or partial liquida-
tion, except a complete liquidation
within the provisions of section 332 (b)
with respect to stock and with respect
to bonds, debentures, notes, certificates,
and other Indebtedness of the liquidated
corporation acquired prior to or during
any taxable year subsequent to 1928 for
which a consolidated income or excess
profits tax return was filed, the ad-
justments specified in §§ 1.1502-34 and
1.1502-35 shall be made, and § 1.1502-36
will be applicable.

§ 1.1502-38 Basis of VroertY--(a)
General rule. Subject to the provisions
of paragraphs (b) and (c) of this section
and except as otherwise provided in
§§ 1.1502-34, 1.1502-35 and 1.1502-39 the
basis during a consolidated return period
for determining the gain or los from the
sale or other disposition of property, or
upon which exhaustion, wear and tear,
obsolescence, amortization, and deple-
tion are to be allowed, shall be deter-
mined and adjusted in the same manner
as if the corporations were not afffliated,
whether such property was acquired be-
fore or during a consolidated return pe-
riod. Except as otherwise provided in
§ 1.1502-39 such basis immediately after
a consolidated return period (whether
the affiliation has been broken or
whether the privilege of making a con-
sollated return is not exercised) shall be
the same as immediately prior to the
close of such period.

(b) Intercompany transactions. The
basis prescribed in parag-aph (a) of this
section shall not be affected by reason
of a transfer during a consolidated re-
turn period, other than upon liquidation
as provided in paragraph (c) of this
section (whether.by sale, gift, dividend,
or otherwise) from a member of the

4735



affiliated group to another member of (ii) Distribution during a consolidated losses eliminated In the computation of
such group. return period of earnings or profits ac- such Inventory as profits or losses aris-

(c) Basis alter liquidation. (1) Where cumulated prior to the date upon which ing In transactions between members
property is acquired upon a distribution the distributing corporation became a of the affiliated group, but in an amount
described in § 1.1502-37 (a) in which member of the group; not exceeding, In the case of profits,
gain or loss is recognized to the dis- (iii) Cash received in the distribution; either the amount of profits arising from
tributee, the basis of such property shall and such intercompany transactions ro-
be its fair market value at date of acqui- (iv) The amount of gain recognized to flected In the closing inventory of such
sition, the distributee in the liquidation. corporation for such succeeding taxable

(2) Where property is acquired upon (d) Baszs not affected by acquisition year or the amount of such Intercom-
a liquidation to which section 332 is ap- or sale of stock. Neither the acquisition )pany profits eliminated from Its opening
plicable and if the first distribution in of stock of a corporation nor its sale or inventory for its first consolidated re-
pursuance of the plan of liquidation oc- other disposition shall affect the basis turn period pursuant to the provisions
curs on or after June 22, 1954-- of the property of such corporation for of paragraph (b) of this section, and not

(i) Unless (ii) of this subparagraph is determining gain or loss or upon which exceeding, in the case of losses, either the
applicable, the basis of such property exhaustion, wear and tear, obsolescence, amount of losses arising from Intercom-
shall be the same as it would be in the amortization, and depletion are to be pany transactions reflected In the clos-
hands of the transferor; allowed. ing inventory for such corporation for

(i) The basis of such property shall § 1.1502-39 Inventorzes-(a) ConsoiU- / such succeeding taxable year or the
be determined pursuant to section 334 dated return for first year of affiliation..) amount of such intercompany losses
(b) (2) if such liquidation meets the If the income of an affiliated corporation ii ated eng I er
requirements of such section and is included in a consolidated return for for its first consolidated return period

(a) herehaveoccured o trnsapuissuant to the provisions of paragraph(a) There have occurred no transac the period immediately following the (b) of this section.tions between such corporation and date upon which such corporation be-
other members of the group during the came a member of the affiliated group, § 1.1502-40 Bad debt s-(a) Deduc-
period such corporation was included the value of its opening inventory to be tion during consolidated return period.
in a consolidated return of the affiliated used in computing the consolidated tax- No deduction shall be allowed during a
group, or able income shall be the proper value consolidated return period to any mom-

(b) If such transactions have occur- of the closing inventory used in comput- ber of the affiliated group on account of
red, it is established to the satisfaction ing its taxable income for the preceding worthlessness In whole or In part of any
of the Commissioner prior to the first taxable year. obligation (including accounts receiv-
distribution in liquidation that there (b) Consolidated return alter separate able, bonds, notes, debts, and claims of
will be no distortion of income and no return by affiliates. If- whatsoever nature) of any other cor-
substantial variation in basis of prop- ?1) A corporation which is a member poration which was a member of the
erty from the basis such property would of the affiliated group for the first con- group as of the last day of the taxable
have had if there had been no such solidated return period was a member year or which was liquidated by the
transactions, of the group in the preceding taxable group during such year, except as a loss

(3) Where property is acquired upon a year, or resulting from a bona fide termination
distribution (not a complete liquidation (2) A corporation which filed a sep- of the business and operations of such
within the provisions of section 332 (b)) arate return for its previous taxable year other corporation, whether In liquidation
in which gain or loss to the distributee was not a member of the affiliated group or otherwise, In which case the loss shall
is not recognized as provided in § 1.1502- within the meaning of section 141 of the be computed subject to the adjustments
37 (a) the basis of such property shall Internal Revenue Code of 1939, at any specified In § 1.1502-35 and the provi-
be the same as the basis of the stock time during the last taxable year of the sions of § 1.1502-36 shall be applicable.
and the bonds and other obligations ex- group not subject to section 1502, but (b) Limitation of allowance after con-
changed therefor, adjusted for- which would have been a member of the solidated return perod. With respect to

(i) The transfer of assets within the group during such period if section 1504 obligations (Including accounts recev-
affiliated group by the distributing cor- had been applicable and is a member of able) of a member of an affiliated group
poration (by sale, gift, or otherwise) the affiliated group filing a consolidated acquired in any way by another member
without consideration or at markedly return for the first taxable year to which of the group prior to or during any tax-
fictitious values, during the period for section 1502 is applicable, able year subsequent to 1928 for which a
which the corporations were affiliated consolidated income or excess profits tax
(whether or n6t a consolidated return the value of its opening inventory to be return was filed, the adjustments pre-
was made) used in computing the consolidated tax- scribed with respect to the allowance of

(ii) Distributions during a period m able income for the first consolidated re- losses upon the sale of bonds shall be
-which the corporations were affiliated of turn period shall be the proper value of applicable to the allowance of any bad
earnings or profits accumulated prior to the closing inventory used in computing debt deduction for any period subsequent
the date upon which the distributing its taxable income for the preceding tax- to the consolidated return period. See
corporation became a member of the able year, decreased in the amount of § 1.1502-35.
group; and profits or increased in the amount of

(iii) Cash received in the distribution, losses reflected in such inventories which § 1.1502-41 -Sale and retirement by
(4) Where property was acquired arose in transactions between members corporation of its bonds-(a) Issued at

upon a distribution in which gain or loss of the affiliated group and which have discount or premium. If a corporation
to the distributee was recognized pur- not been realized by the group through which during any taxable year has been
suant to the provisions of section 333 (a)' final transactions with persons other a member of an affiliated group which
or the corresponding provisions of the than members of the group, makes or Is required to make a consoli-
Internal Revenue Code of 1939 or the (c) Separate returns made alter con- dated return, has Issued Its bonds at a
Reveue Act of 1938, the basis of such solidated returns. If a corporation discount or premium (whether or not
property shall be the samb as the basis which was a member of an affiliated during a consolidated return period),
of the stock exchanged therefor, ad-) group in a consolidated return period deduction will be allowed for the amor-
justed for- makes or is required to make a separate tizatlon of the discount, and income In-() The transfer of assets witin the return for the succeeding taxable year, cluded for the amortization of the
affiliated group by the distributing cor- the value of its opening inventory to be premium, in the same manner, to the

used in computing its taxable income same extent, and upon the samD condi-
poration (by sale, gift, or otherwise) for such succeeding taxable year shall tions as if the corporation had never
without consideration or at markedly be the proper value of its closing inven- been affiliated, except that no deduction
fictitious values, during the period for tory used in computing consolidated tax- for amortization of discount shall be al-
which the corporations were affiliated able income for the last consolidated lowed, and no Income shall be included
(whether or not a consolidated return return period increased in the amount for amortization of premium, during a
was made), of profits or decreased inthe amount of period for which a consolidated return Is
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made, on bonds of one member of the
group owned by another member of the
group.

(b) Acqutsition of bonds by issutng
company. If a corporation which has
been a member of an affiliated group
which makes or is required to make a
consolidated return, acquires its bonds
(whether or not from another member

- of such group and whether or not during
a consolidated return period), gain or
loss shall be recognized in the same man-
ner to the same extent and upon the
same conditions as if the corporation had
never been affiliated, except that, if such
bonds are acquired from another mem-
ber of the group during a consolidated
return period, and in a transaction other
than a distribution in a liqmdation in
which gain or loss to the distributee is
recognized pursuant to § 1.1502-37 (a)
in determining the gain or loss to the
issuing company from such acquisition,
the basis thereof to such other member
of the group shall be deemed the pur-
chase price.

1 1.1502-42 Capital loss limitations
and carryover (a) The provisions of
sections 165, 832 c) (5) 1211, 1212, and
1231 with respect to gains and losses
from sales or exchanges of capital assets
shall be applied, in respect of such gains
and losses sustained during a consoli-
dated return period as if the affiliated
group were the taxpayer.

(b) With respect to a net capital loss
sustained by a corporation in a taxable
year prior to the first consolidated re-
turn period in respect of which its
income is included in a consolidated re-
turn, such loss (in an amount not in
excess of the net capital gain of such
corporation for succeeding consolidated
return periods) shall, for the purposes of
section 1212, relating to net capital loss
carryovers, be treated as if such net
capital loss had been sustained by the
affiliated group.

(c) A consolidated net capital loss of
an affiliated group for a consolidated re-
turn period shall be considered as a con-
solidated short-term capital loss in
subsequent consolidated return periods
notwithstanding that one or more cor-
porations, members of the group in the
taxable year in which such loss was sus-
tained, make separate returns for sub-
sequent taxable years (or join in a
consolidated return made by another
affiliated group) but only to the extent
that such consolidated net capital loss
is not attributable to such corporations;
and such portion of such consolidated
net capital loss as is attributable to the
several corporations making separate
returns (or joining in a consolidated re-
turn made by another affiliated group)
for a subsequent taxable year shall be
considered as a short-term capital loss
in such separate returns, or in such con-
solidated return of the other affiliated
group, but only to the extent that such
portion of such consolidated net capital
loss was not absorbed in intervening tax-
able-years by net capital gains, consoli-
dated or separate, as the case may be.
Any net capital loss sustained by a cor-
poration prior to the first taxable year
in respect of which its income is in-
cluded in the consolidated return shall

be considered as a short-term capital
loss in the separate return of such cor-
poration (or the consolidated return of
another affiliated group of which It be-
comes a member) for a subsequent; tax-
able year for which it makes a separate
return or joins in a consolidated return
of another group, but only to the extent
that such net capital loss was not ab-
sorbed in intervening taxable years by
net capital gains, consolidated or sepa-
rate, as the case may be.

§ 1.1502-43 Credit for foreign taxes.
The credit allowed to an affiliated group
for taxes paid or accrued under section
901 and for taxes deemed to have been
paid under section 902 during the con-
solidated return period to any foreign
country or to any possession of the
United States, shall be computed and
allowed as if the affiliated group were
the taxpayer and as if the aggregate
taxes paid or deemed to have been paid
by the several members of the group and
the credits allowed with respect to such
payments were payments made and
deemed to have been made by, and
credits allowed to, the group.

§ 1.1502-44 rethods of accounting-
(a) In general. All members of the af-
fliated group shall adopt that method
of accounting which clearly reflects the
consolidated taxable income. A method
of accounting which does not treat with
reasonable consistency all Items of gross
income and deductions of the various
members of the group shall not be re-
garded as clearly reflecting the consol-
idated taxable income. For example,
one member of the group will not be
permitted to report items of income or
deductions on the cash method of ac-
counting while another member of the
same group reports the same or similar
items on the accrual method. The pro-
visions of this paragraph are subject to
the exceptions stated in paragraph (b)
of this section.

(b) Combination of methods. If the
members of an affiliated group have es-
tablished different methods of account-
ing, each member may retain such
method with the consent of the Com-
missioner: Provided, That the consoli-
dated taxable income is clearly reflected:
And provided further, That intercom-
pany transactions affecting such con-
solidated taxable income shall be elimi-
nated and adjustments on account of
such transactions shall be made with
reference to a uniform method of ac-
counting to be elected by the members
of the group with the consent of the
Commissioner.

(c) Adiustments required by changes
m method of accounting. In any case in
which a member of an affiliated group
changes Its method of accounting the
provisions of section 481 (a) shall be
applicable.

§ 1.1502-45 Mine exploration eczndi-
tures. For the purpose of applying the
limitation provided in section 615 c)
(whether during a consolidated return
period or during a period for which a
separate return is made), if during a
preceding taxable year for which a con-
solidated return was made or was re-
quired to be made any member of the

affiliated group for such preceding tax-
able year was allowed the deduction pro-
vided In section 615 (a) or made the
election provided in section 615 (b) each
member of the affiliated group for such
preceding taxable year shall be deemed
to have been allowed such deduction or
to have made such election, as the case
may be.

§ 1.1502-46 DePreczation. In the
computation of the deduction for de-
preciation under section 167, the status
of property In the hands of one member
of the group for the purposes of such
section shall continue in the hands of
any other member of the group if such
property is transferred to such other
member of the group during a consoli-
dated return period.

§ 1.1502-47 Election to deduct accrued
taxes. If all members of the affiliated
group were taxpayers which, for each
taxable year in which they were subject
to the tax imposed by section 500 of the
Internal Revenue Code of 1939 deducted
Federal income and excess profits taxes
when paid for the purpose of computing
subchapter A net income under such
Code, the affiliated group shall, if the tax
liability under section 541 is computed
upon the consolidated undistributed per-
sonal holding company income, deduct
taxes under section 545 when paid unless
a member of the common affiliated group
elects in its return or the common parent
elects in a consolidated return for the
group of which it is the common parent
for a taxable year ending after June 30,
1954, to deduct the taxes described in
section 545, when accrued. In any case
in which the common parent corporation
or any member of the affiliated group
has, prior to the taxable year, elected to
deduct such taxes when accrued, each
member of the group shall be deemed to
have so elected In the first year there-
after in which its income is included in
the consolidated personal holding com-
pany income. If an election is made by
the common parent corporation with re-
spect to a year for which the tax liability
under section 541 is computed upon the
consolidated undistributed personal
holding company income, each member
of the group shall be deemed to have
made such election In such year. Any
such election made or deemed to have
been made shall be applicable to each
member of the group for the taxable year
for which the election is made and for
all subsequent taxable years. Any elec-
tion so made shall be irrevocable.

§ 1.1502-48 Liability for tax under
section 531. In any case in which an
affiliated group computes the tax liability
under section 541, upon the consolidated
undistributed personal holding company
income, the tax imposed by section 531
shall not be applicable.

§ 1.1502-49 Additions to tax for
failure to pay estimated tax. In deter-
mining any addition to the tax for un-
derpayment of estimated tax provided
by section 6655 of a member of an affili-
ated group which files a consolidated re-
turn for the taxable year, the amount of
tax of such group for the taxable year
shall be allocated to the several members
of the affiliated group in the manner pro-
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vided by § 1.1552-1 (a) (1) In the ap-
plication of section 6655 ,(d) (1) with
respect to a member of the group which
was included in a consolidated return for
,the immediately preceding taxable year
(whether of this or another affiliated
group) the tax of such corporation for
such preceding taxable year shall be the
portion of the consolidated tax iability
apportioned as provided in § 1.1552-1 (a)
(1), and in the application of section
6655 (d) (2) the "facts shown on the re-
turn" shall be the facts shown on the
consolidated return of the affiliated
group for the immediately preceding
taxable year attributable to such cor-
poration.

§ 1.1502-50 Gain on sale of bonds and
other evidences of indebtedness. In the
application of section 1232 (a) if one
member of the affiliated group acquires
a bond or other evidence of indebtedness
from another member of the affiliated
group during a consolidated return pe-
riod, the determination of the amount
which is treated as gain from the sale or
exchange of property which is not a
capital asset shall be made by including
in the period of time during which such
bond or other evidence of indebtedness
was held, the period of time during
which it was held by any other corpora-
tion which transferred it in a transac-
tion to which § 1.1502-31 (b) (1) (i) (or
the corresponding provision of prior
consolidated returns regulations) is ap-
plicable without regard to any period of
time before the last sale or exchange of
such Instrument to which such section
is not applicable. In the application of
section 1232 (c) if a bond or other evi-
dence of indebtedness was acquired from
another member of an affiliated group
during a consolidated return period, then
the bond or other evidence of indebted-
ness shall be deemed to have been pur-
chased at the time of, and as having a
market value with coupons attached, de-
termined by reference to the earliest date
of purchase by any other corporation
which transferred it in a transaction to
which § 1.1502-31 (b) (1) (1) (or the
corresponding provision of prior con-
solidated returns regulations) is appli-
cable without regard to any purchase
prior to the last purchase to which such
section is not applicable.

§ 1.1503 Statutory prowszons; com-
putation and payment o1 tax.

SEc. 1503. Computation and payment of
tar-(a) General rule. In any case in which
a consolidated return Is made or is required
to be made, the tax shall be determined,
computed, assessed, collected, and adjusted
in accordance with the regulations Under
section 1502 prescribed prior to the last day
prescribed by law for the filing of such re-
turn; except that the tax imposed under
section 11 (c) or section 831 shall be in-
creased for any taxable year by 2 percent of
the consolidated taxable income of the
affiliated group of includible corporations.
For purposes of this section, the term "con-
solidated taxable income" means the con-
solidated taxable income computed without
regard to the deduction provided by section
242 for partially tax-exempt interest.

(b) Limitation. If the affiliated group
includes one or more Western Hemisphere
trade corporations (as defined in section
921) or one or more regulated public utilities
(as defined in subsection (c)), the increase
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of 2 percent provided in subsection (a)
shall be applied only on the amount by
which the consolidated taxable income of
the affiliated group exceeds the portion (if
any) of the consolidated taxable income at-
tributable to the Western Hemisphere trade
corporations and regulated public utilities
included in stich group.

(c) Regulated public utility defined-(1)
In general. For purposes of subsection (b),
the term "regulated public utility" means-

(A) A corporation engaged in the fur-
nishing or sale-of-

(i) Electric energy, gas, water, or sewer-
age disposal services, or

(ii) Transportation (not Included in sub-
paragraph (C)) on an intrastate, suburban,
municipal, or interurban electric railroad.
on an intrastate, municipal, or suburban.
trackless trolley system, or on a municipal
or surburban bus system, or

(Iii) Transportation (not included in
clause (Ii)) by motor vehicle-

if the rates for such furnishing or sale, as
the case may be, have been established or
approved by a State or political subdivision
thereof, by an agency or instrumentality of
the United States, by a public service or
public utility commission or other similar
body of the District of Columbia or of any
State or political subdivision thereof, or
by a foreign country or an agency or in-
strumentality or political subdivision
thereof.

(B) A corporation engaged as a common
carrier in the furnishing or sale of trans-
portation of gas by pipeline, if subject to
the jurisdiction of the Federal Power
Commission.

(C) A corporation engaged as a common
carrier (i) in the furnishing or sale of trans-
portation by railroad, if subject to the juris-
diction of the Interstate Commerce Com-
mission, or (i) in the furnishing or sale
of transportation of oil or other petroleum
products (including shale oil) by pipe line,
if subject to the jurisdiction of the Inter-
state Commerce Commission or If the rates
for such furnishing or sale are subject to
the jurisdiction of a public service or pub-
lic utility commission ,or other similar body
of the District of Columbia or of any State.

(D) A corporation engaged in the fur-
nishing or sale of telephone or telegraph
service, if the rates for such 'urnishing or
sale meet the requirements of subpara-
graph (A).

(E) A corporation engaged in the furnish-
ing or sale of transportation as a common
carrier by air, subject to the jurisdiction of
the Civil Aeronautics Board.

(F) A corporation engaged in the fur-
nishing or sale of transportation by com-
mon carrier by water, subject to the juris-
diction of the Interstate Commerce Com-
mission under part II of the Interstate
Commerce Act, or subject to the jurisdiction
of the Federal Maritime Board under the
Intercoastal Shipping Act, 1933.

(2) Limitation. For purposes of subsec-
tion (b), the term "regulated public utility"
does not (except as provided in paragraph
(3)) include a corpoiatton described in para-
graph (1) unless 80 percent or more of Its
gross income (computed without regard to
dividends and capital gains and losses) for
the taxable year is derived from sources de-
scribed in paragraph ,(1). If the taxpayer
establishes to the satisfaction of the Secre-
tary or his delegate that-

(A Its revenue from regulated rates de-
scribed in paragraph (1) (A) or (D) and its
revenue derived from unregulated rates are
derived from its operation of a single inter-
connected and coordinated system or from
the operation of more than one such system,
and

(B) The unrelated rates have been and are
substantially as favorable to users and con-
sumers as are the regulated rates, such rev-

enue from such unregulated rates shall be
considered, for purposes of this paragraph,
as income derived from sources described
in paragraph (1) (A) or (D).

(3) Certain railroad' corporations--(A)
Lessor corporation. For purposes of subsec-
tion (b), the term "regulated public utility"
shall also include a railroad corporation sub-
ject to part I of the Interstate Commerce
Act, if (I) substantially all of Its railroad
properties have been leased to another such
railroad corporation or corporations by an
agreement or agreements entered into prior
to January 1, 1954, (I) each lease Is for a
term of more than 20 years, and (Iii) at
least 80 percent or more of its gross income
(computed without regard to dividends and
capital gains and losses) for the taxable
year is derived from such leases and from
sources described in paragraph (1). For
purposes of the preceding sentence, an agree-
ment for lease of railroad properties entered
into prior to January 1, 1964, shall be con-
sidered to be a lease including such term
as the total number of years of such agree-
ment may, unless sooner terminated, be
renewed or continued under the terms of the
agreement, and any such renewal or contin-
uance under such agreement shall be con-
sidered part of the lease entered Into prior
to January 1, 1954.

(B) Common parent corporation. For
purposes of subsection (b), the term 'rcgu-
lated public utility" also Includes a common
parent corporation which Is a common car-'
rier by railroad subject to part I of the
Interstate Commerce Act If at least 80poe-
cent of its gross Income (computed withoub
regard to capital gains or losses) Is derived
directly or indirectly from sources described
in paragraph (1). For purposes of the pro-
ceding sentence, dividends and interest, and
income from leases described in subpara-
graph (A), received from a regulated public
utility shall be considered as derived from
sources described in paragraph (1) if the
regulated public utility is a member of an
affiliated group (as defined In section 1604)
which includes the common parent corpora-
tion.

§ 1.1503-1 Computation and pay-
ment of tax-(a) General rule, In any
case in which a consolidated return Is
filed or required to be filed, the tax shall
be determined, computed, assessed, col-
lected, and adjusted in accordance with
the regulations prescribed under section
1502 promulgated prior to the last date
prescribed by law for the filing of such
return.

(b) Limitation. If the affiliated group
includes one or more Western Hem-
isphere trade corporations (as defined in
section 921) or one or more regulated
public utilities (as defined in section 1503
(c)) the increase In tax described In
section 1503 (a) shall be applied In a
manner provided in the regulations
under section 1502.

(W) Regulated public utilities. For
regulations relating to the definition of
"regulated public utility", see § 1,1502-2
(g)

§ 1.1504 'Statutory provisions; defi-
nitions.

Smc. 1604. Deflnitions-(a) Definition of
"affiliated group." As used In this chapter,
the term "affiliated group" means one or
more chains of includible corporations con-
nected through stock ownership with a com-
mon parent corporation which is an in-
cludible corporation If-

(1) Stock possessing at least 80 percent of
the voting power of all classes of stock and
at least 80 percent of each class of the non-
voting stock of each of the includible cor-
porations (except the common parent dor-
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poration) is owned directly by one or more
of the other Includible corporations; and

(2) The common parent corporation owns
directly stock possessing at least 80 percent
of the voting power of all classes of stock
and at least 80 percent of each class of the
nonvoting stock of at least one of the other
includible. corporations.

As used in this- subsection, the term "stock"
does not include nonvoting st4ck which Is
limited and preferred as to dividends.

-(b) Definition of "includible corporation"
As used in this chapter, the term "includible
corporation" means any corporation except-

(1) Corporations exempt from taxation
under section 501.

(2) Insurance companies subject to tax-
ation under section 802 or 821.

(3) Foreign corporations.
(4) Corporations entitled to the benefits

of section 931, by reason of receiving a large
percentage of their income from sources
within possessions of the United States.

(5) Corporations organized under the
China Trade Act. 1922.

(6) Regulated investment companies sub-
ject to tax Under subchapter M of chapter 1

(7) Unincorporated business enterprises
subject to tax as corporations under sec-
tion 1361.

(c) includible insurance companies. De-
spite the provisions of paragraph (2) of sub-
section (b), two or more domestic insur-
ance companies each of which is subject to
taxation under the same section of this sub-
title shall be considered as includible cor-
porations for the purpose of the application
of subsection (a) to such insurance com-
panies alone.

(d) Subsidiary formed to comply with
foretgn law. In the case of a domestic cor-
poration owning or controlling, directly or
indirectly, 100 percent of the capital stock
(exclusive of directors' qualifying shares) of
a corporation organized under the laws of a
contiguous foreign country and maintained
solely for the purpose of complying with the
laws of such country as to title and opera-
tion of property, such foreign corporation
may. at the option of the domestic corpora-
tion, be treated for the purpose of this sub-
title as a domestic corporatibn.

§ 1.1504-1 Definitions. The privilege
of filing consolidated returns is extended
to all includible corporations constitut-
ing affiliated groups as defined insection
1504. See the regulations under § 1.1502
for a description of an afliated group
and the corporations which may be con-
sidered as includible corporations.

§ 1.1505 Statutory provzszons; cross
references.

SEC. 1505. Cross references. (1) For sus-
pension of running of statute of limitations
when notice in respect of a deficiency is
mailed to one corporation, see section 6503
(a) (1).

(2) For allocation of income and deduc-
tions of related trades or businesses, see sec-
tion 482.

§ 1.1551 Statutory provzsn=s; dis-
a~lowance of surtax exemption and ac-
cumulated earnings credit.

Sxc. 1551. Disallowance of surtax exemption
and accumulated earnings credit. If any
corporation transfers, on or after January 1,
1951, all or part of its propdrty (other-than
money) to another corporation which was
created for the purpose of acquiring such
property or which was not actively engaged
in business at the time of such acquisition,
and if after such transfer the transferor cor-
.poration or its stockholders, or both, are in
control of such transferee corporation during
any part of the taxable year of such trans-
feree corporation, thxen such transferee cor-
poration shall not for such taxable year (ex-
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cept as may be otherwise determined under
-section 269 (b)) be allowed either the 5.000
exemption from surtax provided in cection
11 (c) or the $60,000 accumulated earnings
credit provided in paragraph (2) or (3) of
section 535 (c), unlecs such transfereo cor-
poration shall establish by the clear pre-
ponderance of the evidence that the recuring
of such exemption or credit was not a major
purpose of such transfer. For purpo= of
this section. control means the ownerrhip
of stock possessing at least 80 percent of the
total combined voting power of all clames of
stock entitled to vote or at least 80 percent
of the total value of shares of all cla=.03 of
stock of the corporation. In determining
the ownership of stock for the purpoze of
this section, the ownership of stock shall be
determined In accordance with the provisions
of section 544, except that constructive
ownership under section 544 (a) (2) shall be
determined only with respect to the in-
dividual's spouse and minor children. The
provisions of section 269 (b). and the au-
thority of the Secretary under such section.
shall, to the extent not inconsistent with
the provisions of this section, be appllcable
to this section.

§ 1.1551-1 Disallowance of surtax ex-
emption and accumulated earnings
credit--(a) In general. If one corpora-
tion transfers on or after January 1,
.1951, all or part of its property (other
than money) to another corporation,
neither the $25,000 exemption from sur-
tax provided in section 11 (c) nor the
$60,000 accumulated earnings credit pro-
vided in paragraph (2) or (3) of section
535 (c) shall be allowed the transferee
if:

(1) The transferee was created for
the purpose of acquiring such property,
or

(2) The transferee was not actively
engaged in business at the time of the
acquisition, and

(3) After such transfer, the trans-
feror or its stockholders, or both, are in
control of the transferee during any part
of the taxable year of the transferee,
unless-

(4) The transferee establishes by the
clear preponderance of the evIdence that
the securing of either such exemption
or credit or both was not a major purpose
of such transfer, or

(5) The Commissioner allows such
exemption or credit pursuant to the
authority provided in section 1551 and
section 269 (b).

(b) Purpose of section 1551. (1) The
purpose of section 1551 Is to prevent
avoidance or evasion of the surtax im-
posed by section 11 c) or of the accu-
mulated earnings tax imposed by section
531. It is not intended, however, that
section 1551 be interpreted as delimiting
or abrogating any principle of law es-
tablished by judicial decision, or any
existing provisions of the Internal Rev-
enue Code, such as sections 269 and 482,
which have the effect of preventing the
avoidance or evasion of income taxes.
Such principles of law and such provi-
sions of the Code, including section 1551
are not mutually exclusive, and n ap-
propriate cases they may operate to-
gether or they may operate separately.

(2) The provisions of section 269 (b)
and the authority of the Commissioner
thereunder, to the extent not inconsist-
ent with the provisions of section 1551
are applicable to cases covered by see-

,tlon 1551. Pursuant to the authority
provided in section 269 (b) the Commis-
stoner may allow to the transferee any
part of a surtax exemption or accumu-
lated earnings credit for a taxable year
for which such exemption or credit would
otherwise be disallowed under section
1551, or he may apportion such exemp-
tion or credit among the corporations
Involved. For example, Corporation A
transfers on January 1, 1955, all its
property to Corporations B and C in
exchange for all the stock of such cor-
poratiobs. Immediately thereafter, Cor-
poration A is dissolved and its stockhold-
ers become the sole stockholders of
Corporations B and C. Assuming that
Corporations B and C are unable to
establish by the clear preponderance of
the evidence that the securing of the
surtax exemption provided in section 11
(c) or the accumulated earnings credit
provided in section 535 or both, was not
a major purpose of the transfer, the
Commissioner, nevertheless, has author-
ity under sections 1551 and 269 (b) to
allow one such exemption and credit and
to apportion such exemption and credit
between Corporations B and C.

(3) For the purpose of section 1551
and this section, a corporation maintain-
Ing an office for the purpose of preserving
its corporate existence is not considered
to be "actively engaged in business" even
though such corporation may be deemed
to be "doing business" for other pur-
poses. Similarly, for the purpose of sec-
tion 1551 and this ;ection, a corporation
engaged In winding up its affairs, prior
to an acquisition to which section 1551 is
applicable, is not considered to be
"actively engaged in business."

c) Meanng and applicatio of the
term, "control." (1) For the purpose of
section 1551 and this section, the term
"control" means the ownership of stock
possessln either (I) at least 80 percent;
of the total combined voting power of
all classes of stock entitled to vote, or
(11) at least 80 percent of the total value
of shares of all classes of stock of the
corporation. In determining whether
stock possessing at least 80 percent of
the total combined voting power of all
classes of stock entitled to vote is owned,
all classes of such stock shall be con-
sidered together; It is not necessary that
80 percent of each class of voting stock
be owned. Likewise, in determining
whether stock possessing at least 80 per-
cent of the total value of shares of all
classes of stock is owned, all classes of
stock of the corporation shall be consid-
ered together; it is not necessary that 80
percent of the value of shares of each
class be owned. The fair market value
of a share shall be considered as the
value to be used for the purpose of this
computation. The ownership of stock
shall be determined in accordance with
the provisions of section 544 and the reg-
ulations thereunder, except that con-
structive ownership under section 54
(a) (2) shall be determined only with
respect to the individuEl's spouse and
minor children. For example, in addi-
tion to stock held directly or under an
option to purchase, an individual is
deemed to own stock held directly or in-
directly by or for his spouse or minor
children, and also to own a proportion-
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ate part of the stock owned by a corpo-
ration, partnership, estate, or trust in
which he holds an interest as a share-
holder, partner, or beneficiary.

(2) Disallowance of the exemption
and credit under section 1551 is not
limited to the taxable year of the trans-
feree corporation in which the transfer
of property occurs. Section 1551 pro-
vides for the disallowance of the exemp-
tion and credit for any taxable year
whether the taxable year in which the
transfer of property occurs or any sub-
sequent taxable year of the transferee
corporation, if, during any part of such
year, the transferor corporation or its
stockholders, or'both, are in control of
the transferee corporation. Thus, if
Corporation D on January 1, 1955,
transfers a part of its property to Cor-
poration E, a corporation not actively
engaged in business at the time of the
acquisition of such property,' in ex-
change for 60 percent of the voting stock
of Corporation E, and, thereafter, dur-
ing a later taxable year with respect to
which section 1551 is applicable, ac-
quires an addtional 20 percent of the
voting stock of Corporation E, Corpo-
ration D, by reason of such later acquisi-
tion, is considered to be in control of
Corporation E as of the time of such
acquisition for the purpose of section
1551. Accordingly, Corporation E will
be disallowed the surtax exemption and
accumulated earnings credit for the tax-
able year in which the later acquisition
of stock occurred and for each taxable
year thereafter.in which the requisite
control continues, unless Corporation E
establishes by the clear preponderance
of the evidence that the securing of such
exemption or credit, or both, was not a
major purpose of the. transfer of the
property-in 1955.

(3) In determining, for the purpose of
section 1551 whether a corporation, its
stockholders, or both, are in control of
a transferee corporation, it is not'neces-
sary~that the stock be acquired on- or
after January 1, 1951. Thus, if Corpo-
ration F on June 1, 1950, owns 70 per-
cent of the voting stock of Corporation
G, and, thereafter, on January 2, 1955,
Corporation F acquires an additional 10
percent of such stock, control within the
meaning of section 1551 is acquired by
Corporation F on January 2, 1955.

(d) Nature of transfer A .transfer
made by any corporation of all or part
of Its assets, whether or not such trans-
fer qualifies as a reorganization under
section 368 is within the scope of sec-
tion 1551 except that section 1551 does
not apply to a transfer of money only.
For example, the transfer of cash for
the purpose of expanding the business
of the transferor corporation through
the formation of a new corporation is,
not a transfer within the scope of see--
tion 1551 irrespective of whether the new
corporation uses the cash to purchase
from the transferor corporation stock in
trade or similar property.

(e) Purpose of transfer. In deter-
mining, for the purpose of section 1551
whether the securing of the exemption
from surtax or-the accumulated earnings
credit constituted "a major purpose" of
the transfer, all circumstances relevant

to the transfer shall be considered. For
disallowance of the surtax exemption
and accumulated earnings credit under
section 1551, it.is not necessary that the
-obtaining of either such credit or ex-
emption or both have been the sole or
principal purpose of the transfer of the
property. It is sufficient if it appears, in
the light of all the facts and circum-
stances, that the obtaining of such ex-
emption or credit, or both, was one of
the major considerations that prompted
the transfer. Thus, the securing of the
surtax exemption or the accumulated
earnings credit may constitute "a major
purpose" of the transfer, notwithstand-
ing that such transfer was effected for a
valid business purpose and qualified as
a reorganization within the meaning of
section 368. The taxpayer's burden of
establishing by the clear preponderance
of the evidence that the securing of
either such exemption or credit or both
was not "a major purpose" of the trans-
fer may be met, for example, by a show-
ing that the obtaining of such exemp-
tion, or credit, or both, was nota major
-factor in relationship, to the other con-
sideration or considerations which
prompted the transfer.

§ 1.1552 Statutory provisions; earn-
ings and profits.

SEC. 1552. Earnngs and proflts.-(a)
General rule.-Pursuant to regulations pre-
scribed by the Secretary or his delegate the
earnings and profits of each member of an
affiliated group required to be included in a
consolidated return for such group filed for
a taxable year beginning after December 31,
1953, and ending after the date of enactment
of this title, shall be determined by allocat-
ing the tax liability of the group for such
year among the members of the group in
accord with whichever of the following
-methods the group shall elect in its first con-
solidated return filed for such a taxable year:

(1) The tax liability shall be apportioned
among the members of the group in accord-
ance with the ratio which that portion of
the consolidated taxable income attributable
to each member of the group having taxable
income bears to the consolidated taxable
-income.

(2) The tax liability of the group shall be
allocated to the several members of the
group on the basis of the percentage of the
total tax which the tax of such member if
computed on a separate return would bear
to the total amount of the taxes for all
members of the group so computed.

(3) The.tax liabffly of the group (exclud-
ing the tax increases arising from the con-
solidation) shall be allocated on the -basis
of the contribution of each member of the
group to the consolidated' taxable income of
the group. Any tax increases arising from
the consolidation shall be distributed to the
several members in direct proportion to the
reduction in tax liability resulting to such
members from the filing of the consolidated
return as measured by the difference be-
tween their tax liabilities determined on a
separate return basis and their tax liabilities
(determined without regard to the 2 per-

-cent increase provided by section 1503 (a))
based on their contributions to the consoli-
dated taxable income.

(4) The tax liability of the group shall be
allocated In accord with any other method
selected by the group with the approval of
the Secretary or his delegate.

(b) Failure to elect. If no election is
made in such first return, the tax liability
shall be allocated among the several mem-
bers of the group pursuant to the method
prescribed in subsection (a) (1).
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§ 1.1552-1 Earnings and profts-(a)
General rule. For the purpose of deter-
mining the earnings and profits of eacih
member of an affiliated group which is
required to be Included in a consolidated
return for such-group filed for a taxable
year beginning after December 31, 1053,
and ending after August 16, 1954, the
tax liability of the group shall be allo-
cated among the members of the group
-in accordance with whichever of the fol-
lowing methods the group shall elect In
its first consolidated return for such a
taxable year:

(1) The tax liability shall be appor-
tioned among the members of the group
in accordance with the ratio which that
portion of the consolidated taxable In-
come attributable to each member of
the group having taxable Income bears
to the consolidated taxable Income.

(2) The tax liability of the group shall
be, allocated to the several members of
the group on the basis of the percentage
of the total tax which the tax of such
member if computed on a separate re-
turn would bear to the total amount of
the taxes for all members of the group
so computed.

(3) The tax liability of the group (ex-
-eluding the tax increases arising from
the consolidation) shall be allocated on
the basis of the contribution of each
-member of the group to the consolidated
taxable income of the group. Any tax
increases arising from the consolidation
shall be distributed to the several mem-
bers, in direct proportion to the reduc-
tion 'in tax liability resulting to such
members from the filing of the consoli-
dated return as measured by the differ-
ence between their tax liabilities deter-
mined on a separate return basis and
their tax liabilities (determined without
xegard to the 2 percent increase pro-
vided by section 1503 (a) and § 1.1502-30
(a)) based on their contributions to the
consolidated taxable income.

(4) The tax liability -of the group
shall be allocated in accord with any
other method selected by the group with
the approval of the Commissioner,

(b) Method of election. The election
under section 1552 (a) (1), (2) or (3)
shall be made not later than the time
prescribed by law for filing the first con-
solidated return of the group for a tax-
able year beginning after December 31,
1953, and ending after August 16, 1954
(including extensions thereof) If the
group elects to allocate Its tax liability in
accordance with the method prescribed
in section 1552 (a) (1), (2), or (3), a
statement shall be attached to the return
so stating. Such statement shall be a
joint statement concurred in by all mem-
bers of the group. In the event that the
group desire to allocate its tax liability
in accordance with any other method
pursuant to section 1552 (a) (4), ap-
proval of such method by the Commis-
.ptoner must b6 obtained within the time
prescribed above. If such approval is
not obtained in such time, the group
shall allocate in accordance with the
method prescribed in section 1552 (a)
(I) The request shall state fully the
method which the group wishes to apply
in apportioning the tax liability and shall
be concurred in by all members of the
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group. An election once made shall be
irrevocable and shall be binding upon
the group with respect to the year for
which made and for all future years for
which a consolidated return is filed or
reqired to be filed unless the Commis-
sioner authorizes a change to another
method prior to the time prescribed by
law for filing the return for the year in
which such change is to be effective.

(c) Failure to elect. If a group fails
to make an election in accordance with
paragraph (b) of this section, the
method prescribed under section 1552
(a) (1) shall be applicable and shall be
binding upon the group in the same
manner as if an election had been made
to so allocate.
IF. R. Dec. 55-5348; Filed, July 1, 1955;
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DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service

E7CFR Part 916 1
[Docket No. AO-247-RO1]

H.AiDLING OF MILK N UPSTATE MICHI1GAN
MARmIG AREA

NOTICE OF RECOLZIIENDED DECISION AND
OPPORTUNITY TO FILE WRITTEN HECEP-
TIONS. WITH RESPECT-TO PROPOSED IR-
ETING AGREEMENT AND ORDER

Pursuant to the provisions of the
Agricultural Marketing Agreement Act
of 1937, as amended (7 U. S. C. 601 et
seq.) and the applicable rules of prac-
tice and procedure, as amended, gov-
erning the formulation of marketing
agreements and marketing orders (7
CFR Part 900) notice is hereby given
of the filing with the Hearing Clerk of
the recommended decision of the Deputy
Adm strator, Agricultural Marketing
Service, United States Department of
Agriculture, with respect to a proposed
marketing agreement and order to regu-
late the handling of milk in the Upstate
Michigan, marketing area. Interested
parties may file written exceptions to
this decision with the Hearing Clerk,
United States Department of Agricul-
ture, Washington 25, D. C., not later
than the close of business the 20th day
after publication of this decision in the
FEDERAL REGISTER. Exceptions should be

led in quadruplicate.
Preliminary statement The hearing,

on the record of which the proposed
marketing agreement and order, as here-
inafter set forth were formulated, was
conducted at Traverse City, Michigan,
September 15-19, 1953, pursuant to no-
tice thereof which was issued on August
4, 1953 (18 F. P. 4677) and was re-
opened January 18-20, 1955, pursuant to
notice thereof which was issued on De-
cember 28, 1954 (19 F. R. 9416)

On the basis of the evidence introduced
at the first session of the hearing and
the record thereof, the Deputy Admin-
istrator, Agricultural Marketing Service,
included in the aforesaid notice of re-
opening of the hearing his recommenda-
tions based ou the original hearing.

The material issues of record related
to:

(1) Whether the handling of milk in
the market is In the current of
interstate commerce, or directly burdens,
obstructs, or affects interstate commerce
in milk or its products;

(2) Whether marketing conditions
justify the Issuance of a marketing
agreement and order;

(3) Extent of the marketing area,
(4) What milk should be priced under

an order;
(5) The classification of milk;
(6) Class prices;
(7) Payments to producers; and
(8) Administrative provisions.
Findings and conclusions. Upon the

evidence adduced at the hearing and the
record thereof It is hereby found and
concluded that:

(1) Clracter of commerce. All milk
and milk products handled by handlers,
as defined in the order, are in the cur-
rent of interstate commerce or directly
burden, obstruct, or affect interstate
commerce in milk or Its products.

The Upstate Michigan marketing
area, defined in more detail in a later
section, includes all of 11 counties and
portions of two other counties In the
northern sector of the Lower Peninsula
of Michigan.

Handlers distributing milk in the mar-
keting area supply fluid milk to boats
out of Frankfort, Rogers City, Sault
Samte Marie which go to points outside
of Michigan.

Because of the increased population
during the summer resort season, han-
dlers in the area generally require sup-
plementary supplies of milk during July
and August. Testimony showed that
sources of such supplementary supplies
have included plants supplying fluid
milk to Detroit (an interstate market
under Federal order regulation) and to
other markets. Moreover, during all
seasons of the year. substantial volumes
of milk bottled in plants which are fully
regulated under the Detroit order are
distributed In the Upstate area.

Producers for the proposed marketing
area are interspersed with dairy farm-
ers selling milk to plants manufacturing
dairy products. Since such manufac-
tured products as butter, nonfat dry milk
solids, cheese, and evaporated milk can
be stored and shipped for long distances,
market prices for each of them are
closely related throughout the United
States. It follows that the prices paid
to farmers for milk to be manufactured
are also substantially uniform through-
out the nation. Changes In supply or
demand conditions for any of the major
dairy products in any region affect the
national market for all of them.

The price recommended herein to be
paid for milk for fluid use is directly re-
-lated to prices paid for manufacturing
m It is recognized that the price paid
for milk of fluid quality must be enough
higher than the manufacturing value to
compensate producers for the extra care
and investment involved in meeting more
stringent sanitary requirements, produc-
ing a more even year-round supply, and
defraying greater transportation costs.
The price premium is achieved by estab-
lishing the fluid milk (Class I) price at a
differential over a basic formula price
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which Is a measure of the value of milk
for manufacturingpurposes.

During certain seasons of the year
milk from producers for the upstate area
is In excess of fluid needs of the market
and Is procesed into manufactured
dairy products, In many cases in plants
specalizing in the manufacture of such
products. The dairy products so made
from producer milk include butter, non-
fat dry milr solid., evaporated milk,
cheese and specialty products. Substan-
tial quantities of dairy products move
directly Into interstate commerce from
such plants. Producer milk used for
manufactured dairy products thus en-
ters into direct competition with milk
from out-of-state sources which is used
for the sme products and thus producer
milk affects or burdens Interstate com-
merce in milk products.

(2) Marketing conditions and need
for regulation. Marketing conditions in
the upstate Michigan area indicate that
the Issuance of a marketing order, such
as that set forth herein, will tend to ef-
fectuate the declared policy of the act
with respect to milk produced for the up-
state fluid milk market.

Stability of the marketing conditions
together with P. reasonable certainty
that an adequate supply of pure and
wholesome milk can be assured for the
upstate marketin area only when all
milk handlers In the area have substan-
tially equal cost of milk according to
use, and only when all farmers supply-
ing milk to each handier in the market
receive the same price per hundred-
weight for milk of equal quality.

Theze conditions do not now exist.
Most of the handlers distributing milk
to consumers in the marketing area pur-
chase their raw milk from farmers who
are members of local cooperatives which
are affiliated with the Michigan Milk
Producers, Aszociation. The Associa-
tion has been unable to attain a satis-
factory dearee of uniformity of market-
Ing conditions In the various localities
with respect to the checking of weights
and tests of milk delivered to handlers
by producers, the utilization of milk by
the handlers, bargaining for the price
to be received by producvrs for the milk,
and disposition of milk not needed for
fluid purposes.

The Association sells milk to a major-
Ity of the handlers in Traverse City on
the basis of an arrangement somewhat
Similar to a classified price plan. This
is achieved by operating farm pick-up
trucks and delivering to handlers only
such quantities of rilk as are needed
for fluid purposes. Any quantities not
sO disposed of are transported by the
Association to manufacturing plants.
Milk delivered to handlers' plants is
paid for at a fluid milk valuation. Milk
disposed of to manufacturing plants is,
of course, settled for at a manufactur-
ing value. The producers are paid a
blend price which reflects the composite
value of the milk. Between the dates of
the first and reopened sessions of the
hearing the Assoclation had negotiated
similar arrangements with dealers in
MXanistee, Benzonla, Charlevoix, and
Petozey. Even In Traverse City
this srystem has encountered difficulties
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in accounting for milk used for non-
fluid purposes in one of the plants,
and in determining the price to be paid
for milk used for fluid purposes. None
of the other local producer associations
in the marketing area have been able
to negotiate a price for milk in accord-
ance with its use by handlers, or to ob-
tain reliable information on the rela-
tive quantities utilized by the handler
for fluid and for manufacturing pur-
poses. In the majority of instances
handlers pay producers for "base" milk
(the quantity produced during the short
season) at a fluid price, and for "ex-
cess" milk at a manufacturing value.
However, the proportions of base and
excess milk are unilaterally determined
by the handler and the producer is not
notified of the quantity and percentage
of excess until he receives payment for
the milk. In many instances handlers
have refused to meet with representa-
tives of the producers to discuss market-
ing problems and' prices. Changes in
prices have occurred without advance
notice to the producers.

The variation in price plans and in
net prices paid to producers reflect differ-
ent raw material costs to the various
dealers who are selling milk in the mar-
keting area. A condition of unequal
costs among the dealers may cause them
to attempt to economize by reducing
prices to producers. This in turn would
tend to stimulate successive price reduc-
tions by competitors. This development
is contrary to the interests of producers
and over a period of time may jeopardize
an adequate supply of milk.

The very substantial influx of tourists
during the summer months and during
the fall hunting season creates an un-
usual situation in the Upstate Michigan
marketing area. In July and August the
average daily sales of some handlers are
two to three times as large as in the re-
mainder of the year.

During these months seasonal sur-
pluses of milk are available in the central
and southern portions of the Lower Pen-
msula. It is, therefore, uneconomical
for handlers to develop local produc-
tion of milk adequate for the July and
August business. Instead, they attempt
to maintain a production adequate only
for normal demands, and rely upon sup-
plementary downstate supplies in July
and August. Tus avoids handling large
surpluses during the remainder of the
year. During the summer months sub-
stantial quantities of milk are also ob-
tamed in packaged form from downstate
plants. Such plants commonly have sea-
sonally excess milk available which
otherwise would be converted into manu-
factured products. These plants com-
monly package the milk in paper con-
tainers and distribute it through grocery
stores and similar retail outlets in the
upstate marketing area.

The milk marketing order is needed to
assure equality among handlers (includ-
ing both the local handlers and the down-
state suppliers) in the cost of milk dis-
tributed in the area during the summer
months. Local producers should be as-
sured that downstate supplies will not be
made available at less than order prices.
On the other hand the obvious advan-
tages of obtaining the needed summer

supplies from downstate sources, either
in bulk or in packaged form should not be
jeopardized.

A marketing agreement and order
program is needed to establish and
maintain orderly marketing conditions
throughout the marketing area. The
auditing of the utilization of all milk
received by handlers, the checking of
butterfat tests and weights of all pro-
ducer milk, and the publication of com-
plete supply and use data for the market
will aid in this objective by assurmg
producers that they will receive a proper
accounting for their milk and by pro-
viding full information on market
developments.

(3) Marketing area. The marketing
area in which the handling of milk
would be regulated by the Upstate Mich-
igan order comprises all of the territory,
including the incorporated cities and
villages, within: the counties of Mains-
tee, Benzie, Leelanau, Grand Traverse,
Kalkaska, Antrim, Charlevoix, Emmett,
Cheboygen, Otsego and Crawford ;Pres-
que Isle County, except for the town-
ships of Krakow and Presque Isle; and
the townships of Wexford, Springville'
and Hanover in Wexford County, al; in
the State of Michigan.

On the basis of the record of the Sep-
tember, 1953 session of the hearing, the
Deputy Administrator, Agricultural Mar-
keting Service, concluded that the
marketing area should include only thir-
teen principal cities and townships in
this general area. However, at the re-
opened hearing producers and handlers
presented additional evidence to sub-
stantiate their position that the market-
mg area could be defined in terms of a
continuous territory rather than being
limited to cities. The population in the
originally named cities and townships in-
cludes only about one-third of the popu-
lation in the total marketin-g area,
indicating that a major portion of the
population lives outside the corporate
limits of its principal centers. More-
over, the handlers serve the entire l5opu-
lation. One of the largest handlers in
the area estimates that of the total
volume of sales made by his firm in the
entire area only one-fourth are within
the named cities. The distribution of
the population outside these cities Is such
that handlers could readily avoid regu-
lation by serving only the territory out-
side them. This would be particularly
true of handlers who distributed milk in
the area only during the resort season,
however it was testified that a suburban
type of settlement was developing In the
environs of Traverse City in adjoining
counties.

No one handler distributes milk
throughout the entire marketing area,
but there is such an extensive overlap-
ping of distribution between individual
handlers that the entire territory con-
stitutes a single marketing area. The
daires located at Traverse City, the
largest city n the area, distribute milk
throughout Grand Traverse and Lee-
lanau Counties and Into Benzie, Kal-
kaska, Crawford, Wexford, Antrim,
Charlevoix, Emmett and Otsego Coun-
ties. In the area served by the Traverse
City handlers they compete directly with
handlers whose plants are located in

these same counties and in Cheboygan
and Manistee Counties, and with han-
dlers whose plants are located outside
the marketing area at such points as
Carson City, Lake City, Cadillac, Big
Rapids, and Grand Rapids. In Manis-
tee, second largest city In the area, there
are three dairies, yet a handler In Ben-
zonla runs a wholesale rohte In Manistee,
supplies milk to automobile ferries at
Ftankfort, and disposes of surplus milk
in counties south of the marketing area.

Petoskey strikingly illustrates the
competition between the various dis-
tributors. Handlers there obtain paper
packaged milk from Charlevoix, are in
direct competition In Petoskey and
Boyne City with Traverse City handlers,
and compete in Indian River with han-
dlers from Traverse City and Cheboy-
gan. From, Charlevoix, In addition to
the distribution of milk in paper pack-
ages, milk Is delivered in Antrim County
in competition with Traverse City and
Kalkaska dairies. In the northern por-
tion of the marketing area Cheboygan
dairies distribute to Mackinaw City and
Indian River. They also compete di-
rectly with a milk plant at Onaway
which in turn competes directly with
one of the three dairies located in
Rogers City.

The developments which had occurred
between the time of the initial session
of the hearing and its reopening made
It clear that the competition between
handlers In the Upstate area had been
increasing. For example smaller dairies
which had purchased paper packaged
milk had added packaging facilities of
their own. It seems apparent that the
elements which have already made this
area a single market for fluid milk will
continue to make marketing conditions
still more uniform throughout the area
in the future.

There Is a rather clear line of domar-
cation between the Upstate area and
other fluid milk markets in the State.
Lake Michigan and Lake Huron set nat-
ural boundaries to the west, north, and
east, leaving only the location of the
southern boundary to be established.
The handlers whose plants are located
within the defined marketing area dis-
tribute by far the major portion of the
fluid milk sold therein. Also they have
only limited distribution in territories
south of the defined area. In Manis-
tee, Benzle, and Grand Traverse Coun-
ties there appears to be no year-around
overlapping between Upstate and out-
side handlers. In Wexford County no
outside handlers distribute milk in the
townships of Wexford, Springville and
Hanover which are Included in the mar-
keting area. One of the Traverse City
handlers does distribute milk In Manton
and Cadillac, but these centers are
served primarily by an entirely different
group of handlers and should not be
included in the marketing area. The
southern boundary of Presque Isle
County forms a logical boundary be-
tween the Upstate and other markets at
the eastern edge of the area, except that
the two easternmost townships Krakow
and Presque Isle should not be Included.
The Rogers City handlers competing
with one another, cover most of the
county with the exception of these two
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townships, and do not distribute milk
south into Alpena County. On the
other hand Alpena handlers and others
from as far south as Bay City and Sagi-
naw distribute milk into Alpena and
into the two townships in Presque Isle
County which are outside the defined
marketing area.

Marketing of fluid milk throughout
the defined marketing area is covered by
the uniform minimum State sanitary
regulations which involve farm inspec-
tion, plant inspection and permits. Sev-
eral of theindividual cities impose addi-
tional sanitation requirements under
local inspection.

(4) Milk to be priced. The milk to be
regulated by the order should be that
which is regularly delivered to plants
from which milk is distributed in the
marketing area. To' be eligible for such
distribution milk must be produced,
processed, and distributed an conformity
with applicable health regulations. The
milk to be priced and pooled under the
order should be that which constitutes
the regular supply for the marketing
area. This supply may be identified by
providing appropriate definitions of the
terms "handler", "producer", and fluid
milk plant.

A "handler" should be defined as any
person who operates a fluid milk plant,
as hereinafter further defined, or who
operates a plant which does not qualify
as a fluid milk plant but from which any
fluid milk product is distributed in the
marketing area, or a cooperative associa-
tion with respect to diverted milk.

The fluid milk plants are those at
which the handling of milk is fully sub-
,ject to regulation under the order. The
definitions provide for two general types
of fluid milk plants; the first is a plant
from which milk is distributed on routes
and commonly referred to as a "city"
plant and the second is a plant supplying
bulk milk to distributing plants, com-
monly referred to as a "country" plant.
The definition should also include any
cooperative association of producers with
respect to that milk for which the coop-
erative is responsible under the order, as
.m the case of surplus milk diverted to a
manufacturing plant for the account of
the association.

This definition is sufciently broad to
cover all distributors of milk in the mar-
keting area. All handlers are subject to
regulation under the order, but specified
categories of handlers are subsequently
excused from all responsibilities except
occasional reports to the market admin-
istrator. For example, producer-han-
dlers are exempted from most of the
regulatory provisions of the order since
they do not purchase milk from other
producers. Similarly, handlers operat-
ing plants which are subject to regula-
tion under other Federal milk marketing

-orders need not also be subject to the
pricing and detailed reporting of this
order. Also, handlers operating plants
from which less than 200 points per day
are sold on routes wholly or partially
within the marketing area are exempt
from the pricing provisions of the order.

The term 'producer" defines the dairy
farmers to whom the minimum prices
specified an the order must be paid. It
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includes those whose milk is part of the
regular supply for the market. Theze
objectives can be met by determining
producer status on the two bases of (1)
approval by the appropriate health au-
thority of the farm facilities for the pro-
duction of milk for fluid use in the
marketing area and (2) delivery of milk
from the producer's farm to a fluid milk
,plant as hereinafter defined.

The producer definition should allow
a cooperative association occasionally
to divert the milk of some producers to
unregulated plants if the association re-
ports the milk as producer receipts at
the fluid milk plant. This provision will
facilitate interplant movements of milk
for the purpose of adjusting to short-
time variations in supply and require-
ments without depriving the farmers
producing the milk of their status as
producers.

The definition of "fluid milk plant"
is the essential step in determining
which dairy farmers are to receive mini-
mum prices under the order. Llikewlse,
of course, it defines the plants at which
the pricing provisions of the order are
fully effective. The definition should
include all milk plants which are a regu-
lar part of the fluid milk market,

Producers originally proposed a mar-
ketwide pool with an equalization fund.
However, on the basis of evidence in the
record an individual-handler type of
pooling is provided herein. Under this
method of pooling, the producers deliver-
ing milk to each handler are paid the
uniform price resulting from that speci-
fic handler's proportion of Cla,- I and
Class 1r use. The adoption of handler
pooling explains the need for defining
a regulated plant as a fluid milk plant
rather than as a "poor' plant. Alzo, in
the absence of an equalization fund,
handlers with a lower than average per-
centage of Class I sales will have no in-
centive to participate in the pool. Con-
sequently, the standards to be met by a
regulated plant can be more Inclusive
and the problem of unpriced milk can
be minimized.

All plants from which a significant
quantity of milk is distributed in the
marketing area for Clas I purposes
should qualify as fluid milk plants. This
would include both the plants which are
physically located In the Upstate area
and which distribute milk on the year-
round basis, and those downstate plants
which distribute bottled milk in the
marketing area only during the resort
and hunting seasons. Those latter
plants would, of course, qualify as fluid
milk plants only in those months during
which they distributed milk In the Up-
state area.

The exemption of plants from which
less than 200 points of Class I millk per
day is disposed of on routes extending
into the marketing area Is designed to
cover operators whose business in the
area is so small as not to represent a
significant competitive factor. (A point
is one half pint of half-and-half or one
quart of any other fluid milk product.)

A load of 200 points per day represents
less than a normal-sized retail route,
or small to medium combined retail and
wholesale route.
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The definition of fluid milk plant also
should cover any plans which regularly
supply supplementary -ilk in bulk or
packaged form to distributing plants.
During the summer months, for ex-
ample, many of the distributing plants
located in the marketing" area reg--ularly
purchase large quantities of supple-
mental milk In bulk form. Such pur-
chases also may become significant in
November when local supplies are sea-
sonally low and when demands are
somewhat higher than normal as a re-
sult of the hunting season.

Some upstate plants receive supple-
mental packaged milk throughout the
year, while others utilize such supplies
only during the resort sea-son.

The determination as to whether the
plant delivering supplementary milk
should be regulated can be based upon
the number of days on which milk is de-
livered to a distributing plant. During
the summer months of peak demand
(July and August) and the fall months
of normally lowest production (Septem-
ber, October, and November) a supply
plant should be regulated if it delivers
milk on eleven days or more in any
given month.

During the remainder of the year a
supplementary supply should be consid-
ered re-ular if it is received on six days
or more in any month.

it Is appropriate that the downstate
plants supplying milk, either in bulk or
in bottles, pay their producers not less
than the order price on a class-use basis.
In past scasons substantial quantities of
such milk have been supplied by plants
which are regulated under the Detroit
order. The price applicable to such
milk (either bottled or bulk) Is the Class
I price f. o. b. Detroit less the location
differential to the point at which the
plant Is physically located. Such price
normally would be higher than that re-
quired to be paid under an Upstate order
since the Upstate marketing area is fur-
ther from Detroit than any of the coun-
try supply plants presently regulated
under the Detroit order. Supplies from
markets not under Federal regulation
would also normally be higher since the
procurement and sale of milk throuzh-
out the Iower Peninsula, directly and
indirectly, are affected by the Detroit
market.

A definition of "other source" ilk is
included to distinguish It from the reg-
lar milk supply for the fluid market
which s priced under the order. Since
the definition of a fluid milk plant is
comparatively broad, the other source
milk Is correspondingly limited. It in-
cludes distributors with less than 200
points per day, plants making sporadic
shipments of supplemental mil an bulk
to distributing plants, producer-handler
milk, and milk from plants regulated
under another Federal order. It is con-
cluded that none of these categories of
other source milk is likely to create any
serious competitive problem in the ab-
sece of pricing or compensatory pay-
ment provisions under this order.

Standards should be established for
determining which of two Federal orders
should govern a given plant. Under
most foreseeable circumstances a plant
rerving more than one marketing area
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8hould be regulated in the market in
which the major portion of Class I sales
are made, except that Detroit country
supply plants may not be shipping any
milk to Detroit in months when they
furnish some supplemental milk to the
Upstate market. Their monthly aver-
age Class I sales to Detroit for the pre-
ceding 12 months should be used instead
of their sales in the current month.
Also, a specific determination by the Sec-
retary should be reserved for cases in
which those standards are not appro-
priate.

(5) Classification of m z I k. Milk
should be classified in two classes re-
flecting the principal differences in the
value and in the quality of milk required
for different uses.

Class I should include all skim milk
and butterfat disposed of for consump-
tion as fluid milk products; namely, milk,
skim milk, buttermilk, flavored milk,
and half-and-half; contained in plant
loss of producer milk in excess of 2 per-
cent; or not accounted for in Class II
utilization.

Class II should include skim milk and
butterfat disposed of in fluid cream or
cream mixtures containing 18 percent or
more of butterfat; used to produce any
of the manufactured dairy products,
such as ice cream or ice cream mix, dried
whole milk, nonfat dry milk solids,
whole or skimmed evaporated or con-
densed milk, sweetened or unsweetened,
In bulk or in hermetically sealed cans,
butter, or cheese (including cottage
cheese) in plant loss of producer milk
not in excess of 2 percent and all plant
loss of other source milk; and all skim
milk dumped or disposed of as livestock
feed.

The products named in Class I are
those which health authorities in the
area require to be derived from milk ap-
proved for fluid uses. Cream for fluid
use is not required to be made from milk
approved for fluid use, and is therefore
classified as Class II utilization. During
the hearing there was considerable dis-
cussion whether cream and milk mix-
tures, commonly referred to as "half and
half" or "cereal mix" should be consid-
ered as milk or as cream. The product
has, in fact, been made from fluid in-
spected milk by some plants in the area.

Also, it is competitive with homoge-
nized milk in many households. It is de-
fined in the State Milk Law as containing
a minimum of 10 percent butterfat;
cream is defined as containing a mini-
mum of 18 percent butterfat. Accord-
ingly the definition of cream and cream
mixtures which qualify as Class II has
been lmiited to those with butterfat of
18 percent or more.

Route returns and other milk disposed
of for livestock feeding should be Class
II, provided that verifiable evidence of
such disposal is available. Also, any
skim milk which may need to be dumped
should be in Class II. However, this can
be verified only by witnessing the action,
since no independently verifiable record
is-available for audit purpose. Accord-
ingly, the handier is required to give
advance notice to the market adminis-
trator In order that he can have oppor-
tunity to have the dumping witnessed.

Milk used to produce fluid cream,
manufactured dairy products, or any
item not specifically named as Class I
utilization should be in Class II. Any
new milk product which may be intro-
duced into the market will, therefore, be
considered as Class II utilization. If
competitive forces and sanitary require-
ments are such as to indicate that Class
I would be a more appropriate classi-
fication these factors should be con-
sidered at a public hearing.

Since some handlers combine opera-
'tions which utilize, other source milk in
the same plants as those which handle
producer milk for the fluid market, it is
necessary to provide a method for allo-
cating such other source milk to the
classes of utilization. Since producer
milk is the milk which is regularly avail-
able for fluid consumption in the mar-
keting area, the method of allocation
provides that producer milk shall be allo-
cated to Class I to the extent that such
-use is available.

Some of the other source milk pur-
chased by regulated handlers may come
from plants which are fully regulated
under the Detroit order or some other
Federal milk marketing order. With
respect to purchases of supplemental
milk in bulk form the Upstate Michigan
order should give milk from local pro-
ducers priority on Class I utilization over
other source milk received from other
Federal order markets In the same man-
ner as it does on other source milk re-
"ceived from unregulated plants. How-
ever, the sections of the order dealing
with allocation should specify that in
any regulated plant obtaining other
source milk both from unregulated and
from other Federal order plants, the milk
from the unregulated plant should have
first allocation to Class 1E uses, then mil
from other Federal sources be allocated
to any remaining Class II use.

At the reopened hearing a handler
whose plant is regulated under the De-
troit order brought up a special case
where the foregoing allocation is not
applicable. This handler furnishes
paper-packaged milk to handlers in the
Upstate area. Some of these handlers
purchase milk from local producers and
bottle it in glass for distribution in'the
marketing area. However, they are not
equipped to package milk in paper and
purchase such milk as they require in
this form from the Detroit handler.
Under the allocation system proposed in
the notice of hearing the seasonal and
daily excess of producer milk under the
Upstate order which would otherwise be
assigned to Class II use would be allo-
cated instead to Class I to the extent of
the receipts of Detroit milk. Clearly,
the seasonal and daily reserves of milk
necessary to supply the exact quantities
of paper-packaged milk bottled at the
Detroit handler's plant was carned by
Detroit producers. Yet, under the origi-
nal proposal, the producers at the Up-
state handler's plant would get Class I
credit for milk which should be properly
considered as reserve supply for the
quantities of milk actually bottled at the,
Upstate plant for fluid distribution.

It is concluded that milk in bottled
form classified and priced under another
Federal order should be assigned to the

same utilization Under the Upstate order
as under the other order, as well as being
exempted from the price provisions or
the Upstate order.

Producers proposed that actual plant
loss, but not to exceed 2 percent of pro-
ducer milk received be allowed in the
lowest price class, any in excess of this
amount to be in Class I. With plant
operation of average efficiency, losses
normally should not exceed 2 percent.
Unlimited allocation of plant loss to
Class II would place a premium on un-
accounted-for milk and encourage in-
complete records of Class I utilization,
Any plant losses of producer milk in ex-
cess' of 2 percent should, therefore, be
included in Class I. The standard pro-
visions for prorating loss between pro-
ducer and other source milk, and allow-
ing for loss on diverted producer milk
at the plant where actually received,
should also be Included In the order.

Provision is made for the classification
of milk transferred between regulated
fluid milk plants and between fluid milk
plants and unregulated plants. In the
case of transfers between fluid milk
plants, transfer Is permitted in any
agreed upon class in which the trans-
feree plant has utilization in an amount
equal to or greater than the amount so
transferred, after allocating any othor
source milk. Both handlers are required
to report the transferred milk In the
agreed classification; otherwise milc
transfers are classified as Class I.

Milk transferred from a fluid milk
plant to an unregulated plant should be
in Class I unless Class II utilization can
be demonstrated. To be classified as
Class II, milk so transferred should be
certified as utilized In Class II by the
transferor handler In his regular
monthly report to the market adminis-
trator, and the transferee plant or an-
other plant to which the milk may be
moved by the transferee plant must have
an equivalent use In Class II and keep
books and records which make It possible
for the market administrator to verify
such use.

(6) Class prices. Since the Upstate
Michigan fluid milk market supply is ob-
tained from a region In which largo
quantities of milk are delivered to plants
which manufacture various milk prod-
ucts, it is necessary that the price for
the fluid market be closely related to the
level of prices being paid at competing
manufacturing plants. There are some
differences from time to time between
the prices paid at plants manufacturing
different products. -Therefore, the Class
I price should be related to that particu-
lar manufacturing milk price which
represents the best outlet for manufac-
turing milk at any particular time, The
method of accomplishing this has been
to relate the Class I price to a series of
basic formula prices which represent dif-
ferent kinds of manufacturing milk
prices. A differential should be added to
the highest of the prices determined by
three separate alternate price formulas
to determine the Class I price for each
month.

(a) Basic formula pries, The basl
formula price to be used In determining
the Class I price should be the highest
of the prices paid at 13 Midwestern con-
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densenes;- a formula based on market
prices of butter and non-fat dry milk
solids which measures the value of milk
to be used for the manufacture of those
products; and the av&age of prices paid
by four milk manufacturing plants lo-
cated in Michigan. The first two of
these basic formula prices measure the
value of milk used in each of three major
manufactured dairy products, all of
which are marketed nationally. The
prices paid at the Michigan plants will
reflect local manufacturing values when-
ever these,are in excess of the national
averages.

Use of the highest of the formula prices
as the basic formula price would base
the Class I price on the most favorable
manufacturing use for milk in each
month. In an area where all important
dairy products are manufactured, fluid
milk markets must compete for milk with
plants making the highest valued prod-
ucts. The Class I price should therefore
be based on the formula representing the
highest value of milk for manufacturing.

(b) Class I price. The Class I price
should be determined by adding a stated
differential of $1.15 to the basic formula
price and modifying the result by the
same amount as is added or subtracted
by the supply-demand adjustment in the
Detroit, Michigan, order.

Detroit is the primary fluid milk mar-
kgt in the Lower Peninsula of Michigan.
The milkshed from which this large
metropolitan area draws its supply of
milk covers most of the Lower Peninsula
and extends into Ohio. It surrounds or
adjoins most of the milksheds of other
cities in the Lower Peninsula including
that for the Upstate marketing area.
Prices paid for milk for fluid use in the
various local markets do not necessarily
follow every change in the Detroit Class
I price. However, prices paid to local
producers must be generally in line with
the plant prices paid to Detroit shippers
in the local areas if the local market is
to maintain a supply of milk in com-
petition with Detroit.

Prior to the reopening of the hearing
Detroit receiving stations were in opera-
tion at Hillman and Evart. The location
adjustment on Class I milk shipped to
handlers and on payments to producers
is 27 cents less than the Detroit price at
Evart, and ,32 cents less than Detroit at
Hillman. Producers shipping to the Hill-
man plant are mterspersed with pro-
ducers shipping to plants located in the
eastern portion of the proposed Upstate
area. Apparently there is. no actual
over-lapping of the Evart and Upstate
supply territories. However, the Evart
plant has furnished large quantities of
supplemental milk to Upstate bottling
plants during the resort season and is
also a possible outlet for seasonal sur-
pluses from the Upstate area.

The Detroit Class I differential, exclu-
sive of the supply-demand adjustment, is
$1.43 for milk delivered to plants in the
marketing area. It follows that the
stated Class I differential at Hlllman is
$1.11 and at Evart is $1.16.

It appears-that the-stated differential
of $1.15 per hundredweight for the Up-
state area will be appropriate in relation-
ship to the Detroit market. The Class I
price in the Upstate area should be suffi-
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ciently high to develop and maintain an
adequate supply of local milk In the
months other than July and August and
should continue to facilitate the obtain-
ing of supplemental milk during the re-
sort season. In the absence of complete
data It Is Impossible to predict exactly
how the blend prices under an Upstate
order would compare with the prices paid
to Detroit producers; also the Detroit
shippers are paid on a bage and excess
plan which affects the returns of indi-
vidual shippers. However, with a Class
I differential of $1.15 and the strong de-
mand for milk during the resort season
it is anticipated that blend prices in the
Upstate area will maintain local sup-
plies against the competition of the De-
troit market. Upstate handlers would
have to pay transportatioi: costs plus 1
cent per hundredweight on any supple-
mental milk purchased from the Detroit
plant at Evart, and the transportation
minus 4 cents at Hillman unless the milk
could be diverted directly from the farm
pick-up routes to the Upstate handlers.
The Class I differential of $1.15 is also
appropriate in relation to prices paid for
Class I milk by Detroit handlers, such as
the one at Carson City which distributes
packaged milk in the Upstate area from
a plant which is under the Detroit order.
The amount of location adjustment to
Detroit plus the cost of transporting milk
to the Upstate market will approximate
28 cents.

The close relationship between the De-
troit and Upstate markets in the pro-
curement of milk from dairy farmers,
in the obtaining of supplemental sup-
plies during the resort season, and in
the direct distribution of milk in the Up-
state area by Detroit handlers has al-
ready been described. The two markets
are, in fact, so closely related that the
Upstate Class I price should be main-
tamed at 28 cents less than the Detroit
area price. This can be accomplished
bylusing a stated Class I differential of
$1.15 over the basic formula price in
the Upstate area, and by adopting the
same supply-demand adjustment as is
provided by the Detroit order. The sup-
ply-demand adjustment is a provision
of the Detroit order which reduces the
Class I price whenever an oversupply of
milk is indicated and raises the Class
I price when supplies are below normal
in relation to market requirements In
Class I milk. During 1953 and 1954
supplies were above normal in relation
to sales in most months, and the supply-
-demand adjustment averaged minus 14
cents in 1953 and minus 24 cents in 1954.
However, official notice Is taken of the
fact that supplies have been lower in
relation to sales during recent months
than a year ago. The Detroit supply-
demand adjustment was minus 30 cents
in January and February, minus 15 cents
in March and April, and 0 in May, 1955,
as compared with minus 45 cents for
January, February and March, and
minus 30 cents for April and May of
1954.

If, at some future date, experience in
the Upstate market indicates that a
more accurate measure of supply and
demand changes in the local market can
be computed from local data, appropri-

ate modifications could be proposed and
considered at a public hearing.

Historical price comparisons are of
limited value in determining an appro-
priate Class r price for the Upstate
market. One limitation is that Class I
prices are not sufficiently comparable to
the plant requirement prices which have
generally prevailed in the Upstate area.
Moreover, the marketing of fluid mrlk
in that section has been making rapid
advances, and the area has only recently
achieved an equality with other major
markets in the State with respect to
quality and dependability of supply.
The distribution of paper-bottled milk
by dowpstate distributors during the re-
sort season and, to some extent at all
times of the year is a comparatively
recent development.

From June 1951 through August 1954
the plant requirements price at Traverse
City remained constant at $4.50, except
for a time in October and November
1952 when some plants paid $4.85. In
September 1954, and a few months
earlier in some other portions of the
marketing area, the plant requirements
price was reduced to $4.15.

The Detroit order became effective in
September 1951, hnd price comparisons
can be made from that date on.
Through December 1952, the prices pro-
posed herein would have been above
$4.50 each month and would have aver-
aged 44 cents higher for the period as
the local prices failed to reflect the ad-
vance in manufacturing milk values.
However, from January 1953 through
August 1954, the order prices would
have reflected declining manufacturing
prices. They would have been below the
$4.50 in every month except October
1953, and would have averaged 29 cents
below. In the Last 4 months of 1954
the Class I order prices would have been
$4.20, $4.26, $4.15, and $4.00, as com-
pared with the negotiated plant require-
ments price of $4.15. The Traverse
City prices represented larger volumes
of milk than were sold at any other
prices. The considerable variation in
prices of milk for fluid use in various
portions of the marketing area is indi-
cated by the fact that they ranged from
$3.90 at Onaway to $4.50 at Rogers City
at the time of the reopended hearing.

No seasonal difference is included in
the Class I differential. Neither is a
means of encouraging level seasonality
of production being provided by the use
of a base rating plan similar to those in
effect in the Detroit and Muskegon mar-
kets. The greatly increased demand
which characterizes the Upstate area in
late June, July, and August minimizes
the need for any such plan. In May and
early June there is seasonally excess milk
to be disposed of for manufacturing, but
the flush of production does not occur
until June, when such excess is consumed
locally as soon as the resort season opens.
In fact there was evidence at the hearing
that a higher price might be appropriate
in July and August than in the other
months of the year. However, it appears
that ample supplies of supplemental
milk from other markets will be avail-
able at the order prices during these
months.
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(c) Class-ZI price. 'The Class~li.,pfice .

should reflect the -value of -milk for gen-
eral manufacturing uses in the upstate
'nilkshed. An appropriate-price for this
use is the average of the prices paid by
four local dairy manufacturing plants.
The plants are not physically located in
the immediate proximity of the market-
,ng area. However, they are in the
,northern portion of the Lower Peninsula,
do sufficient volumes of business to furn-
ish representative price quotations, 'are
not operated by handlers under the
order, and manufacture a variety of the
-principal dairy products. It has already
been mentioned that prices paid for milk
'for manufacturing are substantiqlly un-
form throughout the United States.
'Within the State of Michigan, they are
quite closely related, and the 4-plant
price will provide a representative quo-
,tation for the upstate area. Two -of the
four plants are included in the 15 mid-
west plants used in determining the
basic formula 'price in most of the Fed-
eral milk marketing orders and recoin-
'mended for such use herein.

(d) Method of accounting Jor millk.
The classification and allocation of pro-
*ducet milk should be on a skim milk and
butterfat basis. Because of the wide
variation in the butterfat test of the
various products, it is probable that the
skim milk from producer milk will fre-
.quently be utilized in a different class
than the butterfat from the same milk.
Classification of skim 'milk and butter-
fat separately is necessary to accomplish
complete classification according to use.
It is -also necessary to allocate producer
skim milk and butterfat separately in
order to give both skim milk and butter-
fat in producer milk preference over
other source- milk in the higher value

'uses. A continuation of the whole milk
system of pricing is 'desirable. Class

-prices should be expressed as hundred-
weight prices, and the price for each
class should be adjusted to the actual
butterfat test'of the class by use -of the
butterfat differentials set forth below.

(e) Handler butterfat differentials.
The butterfat differentials to be paid
by handlers -for each -one-tenth of one
percent that the butterfat content of
producer milk used in Class Ior Class II
is above -or below 3.5 percent should be
7 cents-when the market price of Grade
A (92-score) butter at Chicago ranges
from 60 to'64.99 cents,-with a one-half
cent variation in the differential for'
each 5-cent change in butter prices.

Producers proposed that this schedule
be used for both Classes of milk and also
in making payments for milk delivered
by producers. This schedule has been
widely used in the payment of producers
at milk manufacturing plants- m Mich-
igan and has also been used in paying
producers supplying milk for fluid use in
the Upstate area. It should be applied
to Class I prices in preference to a higher
schedule of differentials in order to more
adequately assess the growing consumer
preference for solids-not-fat as indi-
cated by increasing sales of low-fat milk
and of skim milk- drinks. The same
schedule is directly applicable to Class II
milk since it will-facilitate the dispo-
sition of and settlement for -seasonal

'excess milk diverted to manufacturing
,plants for processmg.

(f-) 'Handler location adjustments.
;All Class I milk purchased from pro-
"ducers 'by regulated handlers whose
'plants are located within the marketing
'area carries the same Class I price.
'However, on milk supplied to the market
from distant points the extra trans-
portation-costs must be recognized.

None of the handlers who have sup-
-plied such milk in the past or who might
wish to do so in the future testified as
'to the appropriate rates of location ad-
justment. However, it appears that,
with some modification, the location
-rates incorporated in the Detroit order
'will be appropriate. The Upstate Class
I price itself is predicated on the De-
-troit rates. -Also, the Detroit rates are
-mmnimum rates based on the efficient
transportation of bulk milk in tank
trucks. There is no single focal point in
the Upstate area but, rather, a number
of population centers throughout the

'-area. However, the two cities of Tra-
verse City and Gaylofd furnish geo-
graphic focal points from which location
adjustments may be appropriately
measured. No location adjustment
should be allotted at plants located at
less than 90 miles from either of these
two points. The somewhat elliptical
area thus described includes all the
plants located within and regularly serv-
ing the marketing area. Under the De-

-troit order the location adjustment at
-plants located more than 90 miles but
not more-than 100 miles from the center

-of the marketing area by shortest high-
'way distance is 18 cents per hundred-
-weight, with one cent additional for
'-each ten miles or fraction thereof. The
same -schedule should apply in the Up-
:state order except that mileage would
-be measured to the closest .pf the two
designated focal points in the marketing
area.

(7) Payments to producers-(a) Type
of pool. The order should provide for
the distribution of returns to producers
on the basis-of individual-handler pools
instead of.a marketwide pool.

Under this method of distributing re-
turns to producers each handler's obli-
gations are the same as under a market-
wide pool. Each handler pays for milk
at Class prices in. accordance with the
quantities utilized in each Class. How-
ever, the producers supplying each han-
der are -paid the blend price resulting
from that handler's utilization instead
of being paid the blend price equal to the
average utilization of all handlers in the

-market.
Handlers in; the marketing area, not

heretofore subject to an order, have been
purchasing milk under procedures more
nearly analogous to individual-handler
than'tonarketwide pooling to the extent
that they have had to compete directly
with each other in the purchase of milk
without sharing any differences in utili-
zation-through the mechanism of a mar-
ketwide pool and equalization fund. Also,
the administrative simplicity of andivid-
ual-handler pools will be particularly
'advantageous in a-widespread marketing
area. The uniform prices to be paid to
producers supplying-any particular han-
dler-can" be computed and announced as

-soon as that handler's report of receipts
and utilizationis received and verified.
'The details incident to obtaining reports

from all of the handlers, computing a
marketwide blend, price, and equalizing
,payments between handlers (so that they
can all pay the same uniform price to
'producers) are avoided.

In the past, the cooperative association
-has pooled the proceeds from the sale of
milk of some of its members. The in-
dividual-handler pool will not interfere
-with the pooling or payment activities
,of a cooperative association. Provision
is made for handlers to pay an author-
ized cooperative association, which so re-
-quests, the proceeds from the sale of milk
supplied by its members. This provision
should assist the cooperative association
in carrying out an effective pooling and
payment plan among its members.

(b) Producer butterfat differential.
-The butterfat differential to be paid pro-
ducers for each one-tenth of 1 percent
that the butterfat content of the milk
-they deliver during the month is above
or below 3.5 percent 6hould bo 7 cents
when the butter price ranges from 60 to
64.99 cents, with a one-half cent varia-
tion in the differential, for each 5-cent
change in butter prices.

As explained above in connection with
the handler butterfat differential this is
'the same system of butterfat differentials
widely used in the payment of producers
delivering milk to manufacturing and
-fluid milk plants in Michigan. It ap-
pears that this butterfat differential will
result in a supply of.producer milk of
satisfactory butterfat test for the needs
in the market.

(c) Producer location dfijcrential.
The handler location adjustment at
plants located more than the specified
distance from the Upstate market ap-
plies only on that portion of their supply
of milk which is supplied for fluid use.
At plants from which milk Is distributed
directly on routes in the marketing area

'for fluid use tthe differential applies to all
Class I sales. At country supply plants
the location adjustment applies only to
such milk as is physically moved to dis-
tributing ,plants serving the marketing
area. In the seasons of short supply,
practically all of the producer milk at
both types of plants would be used for
Class I purposes, and the producers

-would bear the cost of transporting such
milk from the plant to the marketing
area. During the flush periods substan-
tial quantities of milk would be retained
at these plants for conversion into dairy
products. 'However, the potential value
of all milk delivered by producers to
those distant plants is the market value
less the location adjustment, since its
value to the market whenever it is

-needed for Class I purposes Is reduced by
the transportation cost from the distant

-plant to the marketing area, It Is con-
cluded that the uniform price paid 'to
producers delivering milk to a plant to
which Class I location differentials apply

-should be reduced at the same rate to
reflect the lower value of such milk at
the plant to which it Is delivered.

(d) Payments to individual producers
and to members o1 cooperative associa.
tions. Each handler should make pay-
ments -to each producer for milk
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delivered by such producer at the ap-
-propriate uniform price. Payments due
any producer for milk should be paid
by the handler to a cooperative asso-
ciation if the cooperative association
makes -a written request for such pay-
ments and -if the producer has given
the cooperative association written au-
thorization, in the form of a contract
or in any other form, to collect such
payments. The association's request
should also agree to indemnify the han-
dler for any loss incurred because of an
improper claim. In making such pay-
ments for producer milk to a cooperative
association the handler should at the

'same time furnish the cooperative asso-
ciation with a statement showing the
name of each producer for whom pay-
ment is being made to the cooperative
association, the volume and average

"butterfat content of milk delivered by
each such producer, and the amount of
and reasons for any deductions which

-the handler withheld from the amount
-payablr to each producer. This state-
ment is necessary so the cooperative
association can make proper distribution
of the money it -collects to producers for
whom it collects.

Unless -a cooperative association can
receive payment for the milk marketed
on behalf of its producer members, it
cannot re-blend the sales proceeds from
milk sold in various outlets. This is par-
-ticularly important under an individual-
'handler type of pooling. Such re-blend-
-nag may also be desirable in connection
with profits or losses on milk diverted by

-an association to nonpool plants or on
milk sold for fluid use-m other market-
ing areas.

(8) Administrative protnszons-(a)
Administrative assessments. The act
-Provides that the costs of administering
a milk marketing order shall be financed
by assessments on handlers subject to the
order. An assessment not to exceed 5

-cents per-hundredweight of milk received
from producers was proposed for this
-purpose.

This rate is somewhat higher than the
-maximum rates provided under the De-
-troit and Muskegon orders. It reflects
-the additional expenses which will be
incurred m administermg an order n a
-less densely populated marketing area.
It is, however, a maximum and may be
xeduced by the Secretary if experience
shows that a lower rate is adequate. It
is concluded that the proposed rate of
not more- than 5 cents per hundred-
weight should be adopted.

(b) Market services. To verify pay-
ments to -producers at required rates, it
is necessary to determine that butterfat
tests and weights are accurate. To pro-
mote orderly marketing and encourage
the production of an adequate supply of
-milk of satisfactory quality, it is neces-
sary to furnish information regarding
the market to individual producers. The
cost of these market services should be
paid by the producers who receive the
benefits. Cooperative associations may
be performing these services for mem-
hers. It is provided, therefore, that in
making payments to producers who are
'members of cooperatives determined by
the Secretary to be performing such
-services, handlers shall be required to
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-deduct from payments to producers and
,pay to the cooperative such amounts as
-are authorized by the members of the
cooperative. In the case of producers
who are not receiving such services from
their cooperative, the service should be
-performed by the market administrator
with funds provided by a deduction from
-payments to such producers. It is pro-
vided, therefore, that a deduction of 5
cents per hundredweight be made from
payments to producers not receiving
market services from a cooperative of
which they are members and paid to the
market administrator to be used for per-
forming such services, and that this rate
of 5 cents may be lowered by the Secre-
tary if experience proves a lesser amount
to be sufficient.

(c) Other admtnistrative provisions.
The other provisions cover admInistra-
tive procedures necessary to carry out
the pricing and payment requirements
of the order, and for the liquidation of
accounts in the event of suspension or
termination of the order. Appointment
of a market administrator Is provided
for and his powers and duties are pre-

-scribed. The computations to be made
by the market administrator In deter-
mining class prices and uniform prices
are set forth.

Handlers are required to permit veri-
fication by audit of all utilization of milk
and milk products. Handlers are re-
quired to preserve all necessary records
to show receipts, utilization and pay-
ments for a period of 3 years. This Is
considered long enough to allow for all
-necessary verification and at the same
time not burden handlers with an un-
reasonable volume of old records. Rec-
ords involved in any litigation, however,
must be retained until released by the
market administrator.

The termination of any obligation of
a handler regarding any payment re-
quired by the order or of the market
administrator to pay any handler Is pro-
vided at the end of the 2 years. Excep-
tions in the case of handler obligations
are made in cases of notification of the
obligation by the market administrator,
failure or rfusal of a handler to sub-
mit records, or transactions involving
fraud or willful concealment of facts.
A definite date for terminating obliga-
tions prevents the filing of claims which
might extend back many years and in-
volve substantial amounts. The result-
ing uncertainty could cause serious in-
equities and endanger the stability of
the market. Handlers cannot always
be forewarned as to contingent liabill-
ties and It is extremely difficult and
burdensome for them to make adequate
provision therefor by setting up reserves
or by taking other precautionary meas-
-ares. It is concluded that In general a
period of 2 years is a reasonable time in
which the market administrator should
-complete his audits and render billings
-for money due under the order.

Payments to producers should be made
as early as practicable in the month fol-
lowing the delivery month. It appears
that this would be accomplished under
the terms of the attached order by the
15th of the following month. The dates
specified for announcement of class
-prices, submission of handler zaports,
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und announcement of uniform prices
are so set as to permit payments to pro-
,ducers by such date.

(9) Other proisions. Producers are
deprived of the use of money rightfully
belonging to them if a handler refuses
to pay an obligation when due. It is
-provided therefore that an added charge
of one-half percent per month be added
to overdue accounts which wi compen-
sate producers for being deprived of
money due them and also remove the
advantage which would accrue to a
handler if he could delay payments and
have the use of money due to producers
at no cost.

General findings. (a) The proposed
marketing agreement and order and all
of the terms and conditions thereof will
tend to effectuate the declared policy of
the act;

(b) The parity prices of milk as de-
termined pursuant to section 2 of the
act are not reasonable in view of the
price of feeds, available supplies of feeds,
and other economic conditions which
affect market supply of and demand for
milk In the marketing area, and the
minimum prices specified in the proposed
marketing agreement and order are such
prices as will reflect the aforesaid fac-
tors, insure a sufficient quantity of pure
and wholesome milk, and be in the pub-
lie interest; and

(c) The proposed order will regulate
the handling of milk in the same man-
sier as, and will be applicable only to
persons in the respective classes of in-
dustrial and commercial activity speci-
fied in a marketing agreement upon
which a hearing has been held.

Rulings on proposed findings and con- -
clusions. Briefs were filed on behalf of
interested parties. The briefs contained
-proposed findings of fact, conclusions
and argument with respect to the pro-
posals discussed at the hearing. Every
-point covered in the briefs was carefully
considered along with the evidence in the
record in making the findings and
reaching the conclusions herembefore
set forth. To the extent that such sug-
gested findings and conclusions con-
tained In the briefs are inconsistent
with the findings and conclusions con-
tained herein the requests to make such
findings or to reach such conclusions are
denied on the basis of the facts found
and stated In connection with the con-
clusions in this decision.

Recommended narketing agreement
and order The following order is rec-
ommended as the appropriate means by
which the foregoing conclusions may be
carried out. The recommended market-
ing agreement is not included because
the regulatory provisions thereof would
'be Identical with those contained n the
order.

DEFInuIONS

§916.1 Act. "Act"means Public Act
No. 10, 73d Congress, as amended, and as
reenacted and amended by the Agricul-
tural Marketing Agreement Act of 1937,
as amended (7 U. S. C., 601 et seq.)

§916.2 Secretary "Secretary"
means the Secretary of Agriculture of the
United States, or any other officer or
employee of the United States authorized



PROPOSED RULE MAKING

to exercise the powers or to perform the
-duties of the Secretary of Agriculture.

§ 916.3 U. S. D. A.. "U. S. D. A."
means the United States Department of
Agriculture.

§ 916.4 Person. "Person" means any
Individual, partnership, corporation, as-
sociation, or any other business unit.

§ 916.5 Upstate. Michigan marketing
area. "Upstate Michigan marketing
area" hereinafter referred to as the
"marketing area" means all of the terri-
tory, including all mumcipal corpora-
tions, within: the counties of Manistee,
Benzie, Grand Traverse, Kalkaska,
Crawford, Leelanau, Antrnni, Otsego,
Charlevoix, Emmett, and Cheboygan;
all of Presque Isle, County except for
Krakow and Presque Isle Townships;
and the Townships of Wexford, Spring-
ville, and Hanover in Wexford County.

§ A16.6 Fluid milk plant. "Fluid milk
plant" means all the premises, buildings,
and facilities of any milk receiving,
processing, or packaging plant from
which:

(a) Any fluid milk product is disposed
of during the month in the marketing
area either on the premises or to retail
or wholesale routes, directly or through
vendors; or

(b) Milk or skim milk is.delivered to
a plant(s) described in paragraph (a)
of this section on' 11 or more days in any
of the months of July through November
or on 6 or more -days in any of the
months of December through June; and
all or a portion of the skim-milk and
butterfat in the milk or skim milk so
delivered is assigned to Class I utiliza-
tion in the transferee plant pursuant to
§ 916.46 or § 916.47.

§ 916.7 Handler "Handler" means
(a) a person who operates a fluid milk
plant or any other plant from which fluid
milk products are disposed of during the
month in the marketing area, of (b) a
cooperative association with respect-to
milk customarily received by a handler
as described ,under paragraph (a) of
this section, which Is diverted to a non-
handier for the account of the associa-
tion.

§ 916.8 Producer "Producer" means
a person, other than a producer-handler,
who produces milk in conformity with
the sanitation requirements of any duly
constituted health authority relating 'to
milk for consumption in the marketing
area in the form of a fluid milk product,
which milk is received directly from the
farm at a fluid milk-plant or is diverted
from such plant for the account of a
cooperative association.

§ 916.9 Producer-handler "Producer-
handler" means a person who is a han-
dler and, who produces milk, but receives
no milk from other producers.

§ 916.10 Producer milk. "Producer
milk" means milk delivered by one or
more producers.

§ 916.11 Other source milk. "Other
source milk" means all skim milk and
butterfat received at a fluid milk plant in
any form, other than that contained in
producer milk.

§916.12 Coo per-att.ve assoczation
"Cooperative association'w? means any co-
operative marketing association of pro-
ducers, duly.organized as such under the
laws of. any State, which. the Secretary
determines:

(a) To be qualified under the stand-
ards set forth in the act of Congress of
-February 18, 1922, as' amended, known
as the "Papper-Volstead Act;"

(b) To have full authority in the sale
of milk of its members; and

(c) To be engaged in making collective
sales or marketing milk or its products
for its members.

§ 916.13 Fluzd milk product. "Fluid
milk product" means-milk, flavored milk,
skim milk, buttermilk, or half-and-half.

MARKET ADMINISTRATOR
§ 916.20 Deszgnation. The agency

for the administration of this part shall
be a market administrator, selected by
the Secretary, who shall be entitled to
such compensation as may be determined
by, and shall be subject to removal by,
the Secretary.

§ 916.21 Powers. The market ad-
ministrator shall have the following
powers with respect to this part:

(a) To administer its terms and pro-
visions;

(b) To receive, investigate, and report
to the Secretarycomplamts of violations;

(c) To make rules and regulations to
effectuate its terms and provisions; and

(d) To recommend amendments to
the Secretary.

§ 916.22 Duties. The market admin-
istrator shall perform all duties neces-
sary to administer the terms and provi-
sions of this part, including, but not
limited to the following:

(a) Within 30 days following the date
on which he enters upon his duties, ex-
ecute and deliver to the Secretary a bond,
effective as of the date on which he en-
ters upon such duties and conditioned
upon the faithful performance of such
duties, in an amount and with surety
thereon satisfactory to the Secretary-

(b) Employ and fix the compensation
of such persons as may be necessary to
enable-him to administer its terms and
provisions;
(c) Obtain a bond in a reasonable

amount and with reasonable surety
thereon covering each employee who
handles funds entrusted to the market
administrator;

(d) Pay, out of the funds provided by
§ 916.72:

(1) The cost of his bond and of the
bonds of his employees,

(2) His own compensation, and
(3) All other expenses, except those

incurred under § 916.73, necessarily in-
curred by him in the maintenance and
functioning of his office and in the per-
formance of his duties;

(e) Keep such books and records as
will clearly reflect the transactions pro-
vided in this part, and, upon request by
the Secretary, surrender the same to
such other person as the Secretary may
designate;

(f) Publicly announce, unless other-
wise directed by the Secretary, by post-
ing in a conspicuous place in his office

and-by such other means as he deems
appropriate, the name of any person who,
withih 10 days after the day upon which
he Is required to ,perform such acts, has
not made (1) reports pursuant to
§§ 916.30 and 916.31, or (2) payments
pursuant to§§ 916.70, 916.72, 916.73, and
916.74;

(g) Submit his books and records to
examination by the Secretary and fur-
nish such information and reports as
may be requested by the Secretary;

(h) Audit records of all handlers to
verify the reports and payments required
pursuant to the provisions o, this part;
and

(I) Publicly announce the prices deter-
mined for each month as follows;

(1) On or before the 5th day of each
month, the minimum class prices for the
preceding month computed pursuant to
§§ 916.51 and 916.52, and the handler
butterfat differential computed pursu-
ant to § 916.53, and

(2) On or before the 12th day of each
month the uniform price for each han-
dler for the preceding month, computed
pursuant to § 916.61, and the producer
butterfat diffegentlal computed pursuant
to § 916.71.

REPORTS, RECORDS, AND FACILITIES
§ 916.30 Monthly reports o1 receipts

and utilization. On or before the 5th
working day of each month, each handler
shall report to the market administra-
tor for the preceding month, in the de-
tail and on forms prescribed by the mar-
ket administrator, the following with

'respect to (a) all producer milk received,
(b) all skim milk and butterfat in any
form received from other handlers, and
(c) all other source milk (except any
nonfluld milk product which is disposed
of in the same form as received) re-
ceived at a plant(s) described In
§ 916.6:

(1) The quantities of butterfat and
skim milk contained In such receipts,
and their sources;

(2) The utilization or disposition of
such receipts; and

(3) Such other Information with re-
spect to such receipts and their utiliza-
tion or disposition as the market ad-
ministrator may prescribe,

§ 916.31 Other reports. (a) Each
producer-handler and each handler shall
make reports at such time and In such
manner as the market administrator
may request.

(b) On or before the 20th day of each
month each handler who received milk
from producers shall report his producer
payroll for the preceding month which
shall show'

(1) The pounds of milk received from
each producer and "the percentage Of
butterfat contained therein;

(2) The amount and date of payment
to each producer (or to a cooperative
association) and

(3) The nature and amount of each
deduction or charge Involved in the pay.
ments referred to In subparagraph (2) of
this paragraph.

§ 916.32 Records and facilities. Each
handler shall maintain and make avail-
able to the market administrator, during
the usual hours of business, such ao-
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counts and records of all of his opera-
tions and such facilities as are necessary
to verify reports or to ascertain the cor-
rect information with respect to (a) the
receipts and utilization or disposition of
all skim milk and butterfat received, in-
eluding all milk products received and
disposed of in the same form, (b) the
weights and tests for butterfat, skim
milk and other contents of all milk and
milk products handled, and (c) pay-
ments to producers and cooperative
associations.

§ 916.33 Retention of records. All
books and records required under this
part to be made available to the market
administrator shall be retained by the
handler for a period of three years to
begin at the end of the month to. which
such books and records pertain: Pro-
vided, That, if within such three-year
period, the market administrator notifies
a handler in writing that the retention
of such books and records, or of specified
books and records, is necessary in con-
nection with a proceeding under section
8c (15) (A) of the act or a court action
specified in such notice, the handler
shll retain such books and records until
further written notification from the
market administrator. The market ad-
ministrator shall give further written
notification to the handler promptly
upon the termination of the litigation or
when the records are no longer necessary
in connection therewith.

CLASsIFICATION

§ 916.40 Skirmmilk and butterfat to be
classified. All skmn milk and butterfat
received at a handler plant (a) in milk
from producers or from a cooperative
association, (b) in any form from other
handlers, and (c) in other source milk
required to be reported pursuant to
§ 916.30, shall be classified (separately as
skim milk and butterfat) in the classes
set forth m § 916.41.

§ 916.41 Classes of utilization. Sub-
ject to the conditions set forth in
-§§ 916.42 and 916.43, the classes of utili-
zation shall be:

-(a) Class -I utilization shall be all
skim milk and butterfat (1) disposed of
for consumption in fluid form as milk,
flavored milk, skim milk, buttermilk, and
half-and-half or other inxtures of
cream and milk containing less than 18
percent butterfat; and (2) not accounted
for as Class II utilization.

(b) Class 1E utilization shall be all
skim milk and butterfat (1) used to pro-
duce any product other than those speci-
fled in paragraph (a) of this section; (2)
disposed of as fluid cream or for live-
stock feed or skim milk dumped subject
to prior notification to and inspection
(at his discretion) by the market ad-
nunistrator; (3) in shrinkage of pro-
ducer milk up to 2 percent of receipts
from producers; or (4) in shrinkage of
other source milk.

§ 916.42 Shrinkage. (a) If producer
milk is utilized in conjunction with other
source milk, the shrinkage shall be allo-
cated pro rata between the receipts of
sum milk and butterfat in producer
milk and other source milk.

(b) Producer milk transferred by a
handler to another handler without first

having been received for the purpose of
weighing and testing in the transzferor
handler's plant shall be included In the
receipts at the plant of the transferee
handler for the purpose of computing
his shrinkage and shall be excluded at
the plant of the transferor handler
in computing his shrinkage.

§ 916.43 Transfers. (a) Skim milk
and butterfat disposed of from a fluid
milk plant to another handler In the
form of milk or skim milk shall be Class I
utilization, unless Class II utilization is
indicated by both handlers in their re-
ports submitted pursuant to § 916.30:
Provided, That in no event shall the
amount so classified n Class II be
greater than the amount of producer
milk used in such class by the trans-
feree handler after allocating other
source milk in his plant in series begin-
nig with the lowest priced utilization.

(b) Skim milk and butterfat moved in
the form of milk or skim milk from a
fluid milk plant to a person not a han-
dler shall be Class I utilization unless all
of the following condltions are met:

(1) Class II utilization is Indicated
by the handler n his report submitted
pursuant to § 916.30;

(2) The operator of the transferee
plant had actually used in the month of
such movement an equivalent amount of
skim milk and butterfat in Class II, or
moved such amount to another plant not
operated by a handler which meets the
requirments of subparagraph (3) of this
paragraph and utilized in the month an
equivalent amount of skim milk and
butterfat in Class I

(3) The operator of the transferee
plant maintains books and records which
are made available if requested by the
market administrator and which are ade-
quate for the verification of such Class
I utilization.

(c) Skim milk and butterfat disposed
of from a fluid milk plant to a producer
handler shall be Class I utilization.

§ 916.44 Responsfbility of handlers
and reclassification. All skim milk and
butterfat shall be classified as Class I
utilization unless the handler who first
received such skim milk or butterfat
proves to the market administrator that
such skim milk or butterfat should be
classified otherwise.

§ 916.45 Computation of skim. mill:
and butterfat in each class. For each
month the market administmtor shall
correct for mathematical and obvious
errors the monthly report submitted by
each handler and compute the total
pounds of skim milk and butterfat, re-
spectively, in Class I and Class II utiliza-
tion for such handler.

§ 916.46 Allocation of butterfat clas-
sfied. The pounds of butterfat remain-
ing after making the following compu-
tations shall be the pounds n each class
allocated to milk received from pro-
ducers:

(a) Subtract from the total pounds of
butterfat in Class II utilization, the
pounds of butterfat shrinkage allowed
pursuant to § 916.41 (b) (3),

(b) Subtract from the pounds of but-
terfat remaining in each class, in series
beginning with the lowest priced utiliza-

tion. the pounds of butterfat In other
source milk received from a plant(s)
other than those subject to another mar-
keting agreement or order Issued pur-
suant to the act;

(c) Subtract from the pounds of but-
terfat remaining in each class, in series
beginning with the lowest priced utiliza-
tion, the pounds of butterfat in other
source milk received in bulk from a
plant(s) which is subject to another
marketing agreement or order issued
pursuant to the act;

(d) Subtract from the pounds of but-
terfat in each class the pounds of butter-
fat contained in milk or milk products
received in packaged form -which were
classified and priced under another
marketing agreement or order Lssued
pursuant to the act and disposed of in
the same form as received.

(e) Subtract from the remaining
pounds of butterfat in each class, the
pounds of butterfat received from other
handlers In such classes pursuant to
§916.43 (a) and

(f) Add to the remaining pounds of
butterfat In Class 31 utilization the
pounds subtracted pursuant to para-
graph (a) of this section;

(g) If the remaining pounds of but-
terfat in all classes exceed the pounds of
butterfat in milk received from pro-
ducers, subtract such excess from the
remaining pounds of butterfat in each
class in series, be-inning with the lowest-
priced utilization.

§916.47 AZZocatzonofsk-zmmz
classified. Allocate the pounds of skim
milk in each class to milk received from
producers in a manner simiar to that
prescribed for butterfat In § 916A6.

M11hM PRICES

§ 916.50 Basic formula Price. The
basic formula price to be used in deter-
mining the price per hundredweight of
Class I utilization shall be the highest
of the prices computed pursuant to para-
graphs (a) (b) and (c) of this section.

(a) The average of the basic or field
prices per hundredweight reported to
have been paid, or to be paid, for milk
of 3.5 percent butterfat content received
from farmers during the month at the
following plants or places for 'hich
prices have been reported to the market
administrator or to the U. S. D. A..

Present Operator and Locatoi
Borden Co., mount Pleas "t, Mcb.
iBorden Co., New London, Wis.
Borden Co.. Orfordvlile. Wis.
Carnation Co., Ocono'owoc, Wis.
Carnatlon Co., R nlcblad Center. WIS.
Carnation Co.. Sparta. Muich.
Pet Mak Co.. Cooperville, Mb c
Pot -ik Co.. Hudson. Meh.
Pat M1k Co.. Belleville, W5.
Pet Mlk Co., New Glaruz. W13.
Pet mill Co., Wayland, Mich.
Wito House Mil Co. M1anitowoc. Wis.

Vhto House Milk Co.. West Bend. Wi-

(b) The price per hundredweight
computed by adding together the plus
values computed pursuant to subpara-
graphs (1) and (2) of this paragraph:

(1) From the simple average, as com-
puted by the market administrator, of
the daily wholesale selling prices (using
the mid-point of any price range as one
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price) of Grade A (92-score) bulk
creamery butter per pound at Chicago
as reported by the U. S. D. A. during the
month; subtract 3 cents, add 20 percent
thereof and multiply by 3.5.

(2) From the simple average, as com-
puted by the market administrator, of
the weighted averages of carlot prices
per pound for nonfat dry milk solids,
spray and roller process, respectively,
for human consumption, f. o. b. manu-
facturing plants in the Chicago area, as
published for the period from the 26th
day of the immediately preceding month
through the 25th day of the current
month by the U. S. D. A., deduct 5.5 cents
and then multiply by 8.2.

(c) The average price per hundred-
weight computed by adding together the
basic or field prices reported to have been
paid for milk of 3.5 percent butterfat
content received from farmers during
the month at the following plants:

Beatrice Foods Co., Cadllc, Mich.
Borden Co., Mount Pleasant, Mich.
Carnatlon Co., Sparta, Mich.
Kraft Cheese Co., Clare, Mich.
§ 916.51 Class I milk price. The

minimum price per hundredweight to be
paid by each handler, f. o. b. his plant
as 'described In § 916.7 for milk of 3.5
percent butterfat content received from
producers or from cooperative associa-
tions, during the month, which is classi-
fled as Class I utilization shall be the
basic formula price plus $1.15, and plus
or minus the amount determined -pursu-
ant to § 924.51 (b) of this chapter.

§ 916.52 Class II milk price. The
minimum price per hundredweight to be
paid by each handler, f. o. b. his plant
as described in § 916.7 for milk of 3.5
percent butterfat content received from
producers or from a cooperative associa-
tion, during the month, which is classi-
fied as Class II utilization, shall be the
price as computed by the market ad-
ministrator pursuant to § 916.50 (c)

§ 916.53 Handler butterfat differen-
tial. There shall be added to or sub-
tracted from, as the case.may be, the
prices of milk for each class as computed
pursuant to § § 916.51 and 916.52, for each
one-tenth of one percent variation in the
average butterfat test of the milk in each
class above or below 3.5 percent an
amount equal to the producer butter-
fat differential determined pursuant to
8 916.71.

§ 916.54 Handler location adjust-
ments. For milk which is received from
producers at a fluid milk plant located
more than 90 miles but not more than
100 miles, by shortest highway distance,
as determined by the market adminis-
trator, from the court house in either
Gaylord or Traverse City and utilized
as Class I (prorating to such milk the
utilization of all producer milk received
at the plant) the price shall be the price
effective pursuant to § 916.51, less 18
cents, and less 1 cent additional for each
10 miles or fraction thereof over 100
miles.
HANDLER'S OBLIGATION AND NIrOEM PRICE

§ 916.60 Value of producer milk. The
value of producer milk received by each
handler during the month shall be the

sum of money computed by the market
administrator by multiplying the hun-
dredweight of skim milk and butterfat in
each class by the applicable class prices
and adding together the resulting
amounts, and adding or subtracting, as
the case may be, the amount necessary
to correct errors in classification for pre-
vious months as disclosed by audit of
the market administrator: Provided,
That, if a handler, after the subtraction
of other source milk and receipts from
other handlers, has disposed of skim
milk or butterfat in excess of the skim
milk or butterfat which on the basis of
his reports for the month, pursuant to
§ 916.30, has been credited to his pro-
ducers as having been received from
them there shall be added to the value
of his producer milk a further amount
computed by multiplying the pounds m
each class as subtracted pursuant to
§ 916.46 (g) and the corresponding step
of § 916.47 by the applicable class price.

§ 916.61 Computation of uniform
price. -For each month the market ad-
minitrator shall compute for each
handler a "uniform price" per hundred-
weight of producer milk received by such
handler by*

(a) Subtracting from the value of milk
computed for such handler pursuant to
§ 916.60, if the weighted average butter-
fat test of all producer milk represented
by such value is greater than 3.5 percent
or adding, if the weighted average but-
terfat test of such milk is less than 3.5
percent, an amount computed by multi-
plying the total pounds of butterfat
represented by the difference of such
weighted average butterfat test from 3.5
percent, by the butterfat differential
computed pursuant to § 916.71 multiplied
by 10;

(b) Adjusting. the resulting amount
by the sum of money used. in adjusting
the uniform price, pursuant to para-
graph (e) of this section for the previous
month to the nearest cent;

(c) Dividing the result by the total
hundredweight of producer milk repre-
sented by the amounts computed pur-
suant to §916.60; and

(d) Adjusting the resulting figure to
the nearest cent.

§ 916.62 Notification. On or before
the 12th day after. the end of each
month, the market administrator shall
mail to each handler, at his last known
address, a statement showing for such
month:

(a) The amount and value of his pro-
ducer milk in each class;

(b) The uniform price for such han-
dler computed pursuant to § 916.61, and
the butterfat differential computed pur-
suant to § 916.71, and

(c) The amounts to be paid by such
handler pursuant to §§ 916.72 and 916.73.

PAYMENT FOR 3IL
§ 916.70 Time and method of pay-

ment. (a) Except as provided in para-
graph (b) of this section, on or before
the 15th day after the end of each month
each handler who received milk from
producers shall pay for milk received
during such month to each producer for
milk received from him the uniform price
as provided in § 916.61 adjusted by the

butterfat differential pursuant to § 916.71
and the location adjustment pursuant to
8 916.72.

(b) (1) Upon receipt of a written re-
quest from a cooperative association
which the Secretary determines is au-
thorized' by its members to collect pay-
ment for their milk and receipt of a
written promise to reimburse the handler
the amount of any actual loss Incurred
by him because of any Improper claim on
the part of the association, each handler
shall pay to'the cooperative association
on or before the 16th day of each month,
in lieu of payments pursuant to para-
graph (a) of this section an amount
equal to the gross sum due for all milk
received from certified members, less
amounts owing by each member-pro-
ducer to the handler for supplies pur-
chased from him on prior written order
or as evidenced by a delivery ticket signed
by the producer and submit to the co-
operative association written Informa-
tion which shows for each such member-
producer (i) the total pounds of milk
received from him during the preceding
month, (ii) the total pounds of butterfat
contained in such milk, (i1) the number
of days on which milk was received, and
(iv) the amounts withheld by the han-
dler in payment for supplies sold, The
foregoing payment and submission of
information shall be made with respect
to milk of each producer whom the co-
operative association certifies is a mem-
ber, which is received on and after the
first day of the calendar month next
following receipt of such certification
through the last day of the month next
preceding receipt of notice -from the
cooperative association of a termination
of membership or until the original re-
quest is rescinded in writing by the asso-
ciation.

(2) A copy of each such request,
promise to reimburse, and a certified list
of members shall be filed simultaneously
with the market administrator by the
association and shall be subject to veri-
fication at his discretion, through audit
of the records of the cooperative asso-
ciation pertaining thereto. Exceptions,
if any, to the accuracy of such certifi-
cation by a producer claimed to be a
member, or by a handler shall be made
by written notice to the market admin-
istrator, and shall be subject to his
determination. I

§ 916.71 Producer butterfat diferen-
tial. In making payments pursuant to
§ 916.70, the uniform price shall be in-
creased or decreased for each one-tenth
of one percent of butterfat content in
the milk received from each producer
or a cooperative association above or be-
low 3.5 percent, as the case may be, by a
butterfat differential of 7 cents when the
average price of butter as described in
§ 916.50 (b) (1) is 60 cents, which differ-
ential shall be increased one-half cent
for each full 5 cents variance in such
price of butter above 60 cents and de-
creased one-half cent for each full 5-
cent variance In such price of butter
below 64.99 cents.

§ 916.72 Producer location adjust-
ments. In making payments to pro-
ducers or cooperative associations pur-
suant to § 916.70 a handier may deduct,
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with respect to all milk received by him
from producers at a plant located by
shortest highway distance as determined
by the market administrator, more than
90 miles from the court house in either
Gaylord or Traverse City area the
amount per hundredweight applicable
to the plant as set forth in § 916.54.

§ 916.73 Expense of administration.
As his pro rata share of the expense
of administration of this part, each
handler shall pay to the market admin-
istrator on or before the 13th day after
the end of each month 5 cents per hun-
dredweight, or such amount not exceed-
ing 5 cents per hundredweight as the
Secretary may prescribe, with respect
to all receipts within the month of milk
from producers, including milk of such
handler's own production.

§ 916.74 Marketing services. (a) Ex-
cept as set forth in paragraph (b) of
this section, each handier, in making
payments pursuant to § 916.70 for milk
received from each producer (including
milk of such handler's own production)
at a plant not operated by a cooperative
association of which such producer is a
member, shall deduct 5 cents per hun-
dredweight, or such amount not exceed-
ing 5 cents per hundredweight as the
Secretary may prescribe, and, on or be-
fore the 13th day after the end of each
month, shall pay such deductions to the
market administrator. Such moneys
shall be used by the market admims-
trator to verify weights, samples, and
tests of milk received from producers
and to provide producers with market
information, such services to be per-
formed by the market administrator or
by an agent engaged by and responsible
to him.

(b) In the case of producers whose
milk is received at a plant not operated
by a cooperative association of which
such producers are members, and for
whom a cooperative association is actu-
ally .performing the services described in
paragraph (a) of this section, as deter-
mined by the Secretary, each handler
shall make, in lieu of the deductions
specified in paragraph (a) of this sec-
tion, such deductions from payments
required pursuant to § 916.70 as may be
authorized by such producers, and pay
such deductions on or before the 13th
day after the end of the month to the
cooperative association rendering such
services of which such producers are
members.

§ 916.75 Errors in payments. When-
ever audit by the market administrator
of any handler's reports, books, records,
or accounts discloses adjustments to be
made, for any reason, which result in
moneys due:

(a) To the market administrator from
such handler,

(b) To such handler from the market
administrator, or

(c) To any producer or cooperative
association from such handler, the mar-
ket administrator shall promptly notify
such handler of any such amount due;
and payment thereof shall be made on or
before the next date for making payment
set forth in the provision under which
such error occurred, following the 5th
day after such notice.

§ 916.76 Overdue accounts. Any un- APPLICATION OF PROVISIONS
paid obligation of a handler or of the § 916.80 Mil; caused to be deliveredmarket administrator P u r a u a nt to
§ 916.72, 916.73. and 916.74 shall be by cooperative associations. Milk re-

creased one-half of one percent on the ferred to in this part as received fromfirst day of the month next flowing producers by a handler shall include
fisthe dat of eumonh bexgatoin milk of producers caused to be delivered
the due date of such obligation and ofl to such handler by a cooperative associ-
the first day of each month thereafter ation
until such obligation is paid.

§ 916.81 Producer-handler exemption.
§ 916.77 Termination of obligations A producer-handler shall be exempt

(a) The obligation of any handler to
pay money required to be paid under the from1a3lprovi2iond otipre p
terms of this part shall, except as pro-
vided in paragraphs (b) and (c) of this § 916.82 Handler exemption. A han-
section, terminate two years after the dler who operates a plant located out-
last day of the month during which the side the marketing area from wnch an
market administrator receives the han- average of less than 200 points (one
dler's report of utilization of the milk point being defined as one half-pint of
involved in such obligation, unless within half-and-half or one quart of any other
such two-year period the market admin- fluid milk product) of Class I milk per
istrator notifies the handler In writing day Is disposed of during the delivery
that such money is due and payable, month on a route(s) operated wholly
Service of such notice shall be complete or partly within the marketing area
upon mailing to the handler's last known shall, with respect to such plant, be ex-
address, and It shall contain, but need empted for such delivery period from all
not be limited to, the following informa- provisions of this subpart except
tion: §§ 916.31, 916.32, and 916.33.

(1) The amount of the obligation: § 916.83 Mil7; subject to other Federal
(2) The month(s) during which the orders. 1Jlk received at the plant of

milk, with respect to which the obliga- a handler at which the handling of nil
tion exists, was received or handled; and Is fully subject during the month to

(3) If the obligation is payable to one the pricing and payment provisions of
or more producers or to a cooperative another marketing agreement or order
association, the name of such producers 'Issued pursuant to the act and from
or association, or, if the obligation is pay- which the disposition of Class I milk in
able to the market administrator, the the other Federal marketing area,
account for which It is to be paid. either during the month or during the

(b) If a handler falls or refuses, with average of the 12 preceding months. ex-
respect to any obligation under this coeds that in the Upstate Michigan mar-
part, to make available to the market keting area shall be exempted for such
administrator or his representatives all month from all the provisions hereof
books or records required by this order except §§ 916.31, 916.32, and 91633 un-
to be made available, the market admin- less the Secretary determines that such
istrator may, within the two-year period plant is more appropriately regulated
provided for in paragraph (a) of this under this part.
section, notify the handler in writing of
such failure or refusal. f the market TFECTIVE TDIE, SUSPENSION OF
administrator so notifies a handler, the TEPI --ToN
said two-year period with respect to such §916.90 Effective time. The provi-
obligation shall not begin to run until sions of this part, or of any amendment
the first day of the month following the to this part, shall become effective at
month during which such books and such time as the Secretary may declare
records pertaining to such obligation are and shall continue in force until sus-
made available to the market adminis- pended or terminated.
trator or his representative.

(c) Notwithstanding the provisions of § 916.91 When suspended or termz-
paragraphs (a) and (b) of this cection, a vated. The Secretary shall, whenever
handler's obligation under this part to he finds that this part, or any provision
pay money shall not be terminated with thereof, obstructs or does not tend to
respect to any transaction involving effectuate the declared policy of the act,
fraud or wilful concealment of a fact, terminate or suspend the operation of
material to the obligation, on the part of this part or any such provision thereof.
the handler against whom the obligation § 916.92 Continuing obligations. If,
is sought to be imposed. upon the suspension or termination of

(d) Any obligation on the part of the any or al provisions of this part, there
market administrator to pay a handler are any obligations thereunder the final
any money which such handler claims to accrual or ascertainment of which re-
be due him under the terms of this part quires further acts by any person (in-
shall terminate two years after the end cluding the market administrator) such
of the month during which the milk in- further acts shall be performed notwith-
volved in the claim was received if an standing such suspension or termination.
underpayment is claimed, or two years § 916.93 Liquidation. Upon the sus-
after the end of the month during which pension or termination of the provisons
the payment (including deduction or of this part, except this section, the
set-off by the market administrator) was market administrator, or such other
made by the handler if a refund on such liquidating agent as the Secretary may
payment is claimed, unless such handler, designate, shall, If so directed by the Sec-
within the applicable period of time, files, retary, liquidate the business of the
pursuant to section 8c (15) (A) of the market administrator's office, dispose of
act, a petition claiming such money, all property in his possession or control,
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including accounts receivable, and exe-
cute and deliver all assignments or other
Instruments necessary or appropriate to
effectuate any such disposition. If a
liquidating agent is so designated all
assets, books, and records of the market
administrator shall be transferred
promptly to such liquidating agent. If,
upon such liquidation, the funds on hand
exceed the amounts required to pay out-
standing obligations of the office of the
market administrator and to Pay neces-
sary expenses of liquidation and distri-

bution, such excess shall be distributed
to contributing handlers and producers,
in an equitable manner.

MISCELLANEOUS PROVISIONS

§ 916.100' " Agents. The Secretary
may, by designation in writing, name
any officer or employee of the United
States to act as his agent or representa-
tive in connection with any of the pro-
visions of this part.

§ 916.101 Separability of provisions.
If any provision of this part, or its ap-

plication to any person or circumstances,
is held invalid the application of such
provision, and of the remaining pro-
visions of this part, to other persons or
circumstances shall not be affected
thereby.

Issued at Washington, D. C., this 29th
day of June 1955.

[SEAL] Roy W LENNARTSON,
Deputy Administrator

IF. R. Dce. 65-5304; Filed, July 1, 1956;
8:45 a. m.]

NOTICES

DEPARTMENT OF THE INTERIOR
Bureau of Land Management

ALAsKA

SMALL TRACT CLASSIFICATION ORDERS NO. 1
TO 96, INCLUSIVE; GENERAL AMENDMENT

JUNE 27, 1955.
By virtue of the authority contained

In the act of June 1, 1938 (52 Stat. 609;
43 U. S. C. 682a) as amended and pur-
suant to the authority delegated to me by
Bureau Order No. 541, it is ordered as
follows:

1. All competitive Small Tract Classi-
fleation Orders and amendments thereto
Issued between February 17, 1948 and"
February 25, 1955 by the Area Adminis-
trator, Area 4, Bureau of Land Manage-
ment, as follows are hereby amended to
conform to the provisions of the act of
June 8, 1954 (68 Stat. 239" 43 U. IS. C.
682a) as it relates to or amends the Small
Tract Act of June 1, 1938, supra:
Small Tract Classification Order Numbers
1-6, inclusive;
8-18, inclusive;
19 and amendment No. 1;-
20-27, inclusive;
29 and amendment No. 1;
30-32, inclusive;
33, as amended;
34-37, inclusive;
38 and amendment No. 1;
39-47, inclusive;
48 as corrected;
49;
50 and amendment No. 1;
51;
53-60, inclusive;
61 and amendment No. 1;
62;
63 and amendment No. 1;
64;
65 as corrected;
(36 as corrected;
67-69, inclusive;
70 as amended;
71-73, inclusive;
74 and amendment No. 1;
75-76, inclusive;
77 as amended;
78-96, inclusive.

2. The provisions of the Classification
Orders cited above are hereby subjected
to the provisions of the amended regula-
tions (Circular 1899) Notable changes
provide that annual rentals in leases
hereafter issued shall consist of a sum
equal to 1/20th of the appraised price
of the tract, however $5.00 will be the

minimum annual rental charged, except
that the annual rental on tracts leased
for business purposes will be 1/20th or
$20.00 minimum to be adjusted at the
end of the lease year in accordance with
a percentage of the gross acome as spe-
cified on lease form 4-776. An advance
payment consisting of a sum equal to 2
years' rental is required with the filing
of the application to lease. In addition,
a $10.00 filing fee is required. Small
tracts may be purchased at any time
during the lease period upon the satis-
factory completion of the specified re-
quirements.

ROGER R. ROBINSON,
Acting Area Admimstrator

IF. R. Doe. 55-5347; Piled, July 1, 1955;
8:48 a. m.]

DEPARTMENT OF LABOR
Office of the Secretary

ALASKA EMPLOYMENT SECURITY ACT

APPROVAL BY SECRETARY

The Employment Security Commis-
sion of the Territory of Alaska having
duly submitted to the Secretary of Labor
the Alaska Employment Security Act,
Chapter 5, First Extraordinary Session
Laws of Alaska, 1955 and

I, having considered the provisions of
said law, find that:

(1) It includes all applicable pro-
visions required by section 3304 (a) of
the Internal Revenue Code; and

(2) Was in effect and included such
provisions on and after the 8th day of
April 1955.

Therefore, I, the Secretary of Labor,
hereby approve the said law under sec-
tion 3304 (a) of the Internal Revenue
Code subject, howeyer, to the provisions
of subsections (c) and (d) of section
3304 of the Internal Revenue Code.

Pursuant to the provisions of section
3304 (b) of the Internal Revenue Cdde, I
direct that the foregoing findings be
transmitted to the Governor of the Ter-
ritory of Alaska.

Dated: June 24, 1955.
JAMES P M TCHELL,

Secretary of Labor
IF. R. Doc. 55-5330; Piled, July 1, 1955;

8:45 a. n.]

Wage and Hour Division
LEARNER EMPLOYMENT CERTIIOATES

ISSUANCE TO VARIOUS INDUSTRIES

Notice is hereby given that pursuant
to section 14 of the Fair Labor Stand-
ards Act of 1938, as amended (52 Stat.
1068, as amended; 29 U. S. C. and Sup.
214) and Part 522 of the regulations
Issued thereunder (29 CFR Part 522),
special certificates authorizing the em-
ployment of learners at hourly wage rates
lower than the minimum wage rates
applicable under section 6 of the act have
been issued to the firms listed below.
The employment of learners under these
certificates is limited to the terms and
conditions therein contained and Is sub-
ject to the provisions of Part 522. The
effective and expiration dates, occupa-
tions, wage rates, number or proportion
of learners, and learning periods for
certificates Issued under general learner
regulations (§§ 522.1 to 522.12) are as
indicated below; conditions provided in
certificates Issued under special industry
regulations are as established in these
regulations.

Apparel Industry Learner Regulations
(29 CPR 522.20 to 522.24, as amended
April 19, 1955, 20 F R. 2304)

Colonial Togs, 544 Leggtt Street, Scranton,
Pa., effective 6-22-55 to 6-21-50, 10 percent
of the total number of factory production
workers for normal labor turnover purposes
(snow suits, etc.).

Georgia Slacks Co., Lawrenceville, Ga.,
effective 6-27-55 to 6-26-56, 10 learners for
normal labor turnover purposes (men's and
boys' trousers).

Helena Garment Co.. Rtmor Square, West
Helena, Ark., effective 6-23-55 to 6-22-S,
10 percent of the total number of factory
production workers for normal labor turn-
over purposes (women's garments).

Minersville Dress Manufacturing Co., i17
Front Street, Minersvillo, Pa., effective
6-20-55 to 6-19-56, 10 percent of the total
number of factory production workers fto
normal labor turnover purposes (women's
apparel).

Mylcraft Manufacturing Co., Inc., North
Main *Street, Rich Square, N. a., effective
7-5-55 to 7-4-56, 10 learners for normal
labor turnover purposes (women's wearing
apparel).

Mylcraft Manufacturing Co., Inc., South
Main Street, Rich Square, N. C. effective
7-5-55 to 7-4-56, 10 learners for normal labor
turnover purposes (women's wearing ap-
parel).
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Pioneer Manufacturing Co., Inc., 83 Waller
Street, Wilkes-Barre, Pa., effective 7-15-55
to 7-14 -56, 10 percent of the total number
of factory production workers for normal
labor turnover purposes (children's dresses).

Sue-Ann *Frocks, 200 East Noble Street,
Nanticoke, Pa., effective 7-16-55 to, 7-15--56,
10 learners for normal labor turnover pur-
poses (ladies' dresses).

Sharl Manufacturing Co., 35 New Bennetu
Street, Wilkes-Barre, Pa., effective 7-9-55 to
7-8-56, 10 learners for normal labor turnover
purposes (ladies' dresses).

Strutwear, Inc., Glencoe, Minn., effectiva
6-27-55 to 6-26-56, 7 learners for normal
labor turnover purposes in the production of
women's blouses and women's lingerie from
purchased woven fabric (women's lingerie
and blouses).

TropicalGarment Manufacturing Co.. Inc.,
3108 Jefferson-and 2514 Ivy Streets, Tampa,
Fla., effective 6-27-55 to 6-26-56, 10 percent
of the total number of factory production
workers for normal labor turnover purposes
(work pants, shirts, etc.).

West Union Garment Co., Inc., West
Union, W. Va., effective 7-2-55 +o 7-1-56, 10
learners for normal labor turnover purposes
(brassieres, etc.).

Whiteville Manufacturing Co., Wilming-
ton Road; Whiteville, N. C., effective 7-8-55
to 7-7-56, 10 percent of the total number
of factory production workers for normal
labor turnover purposes (work clothing).

J. H. Wood Manufacturing Co., Inc., 226
South 6th Street, Waco, Tex., effective 6-27-
55 to 6-26-56, 10 percent of the total num-
ber of factory production workers for normal
labor turnover purposes (work clothing).

BIosiery Ihdustry Learner Regulations
(29 CFR 522.40 to 522.43, as amended
April 19, 1955, 20 F. R. 2304)

Acca Hosiery Mills, Henderson, N. C., effec-
tive 7-5-55 to 7-4-56. 5 learners for normal
labor turnover- purposes (seamless).

Rnitted Wear Industry Learner Regu-
lations (29 CEI 522.30 to 522.35, as
.amended April 19, 1955, 20 F. R. 2304).

Strutwear. Inc., Glencoe, Mlnn., effective
6-27-55 to 6-26-56, 3 learners for normal
labor turnover purposes in the production
of women's lingerie from purchased knit
fabric (wopaen s lingerie).

Regulations Applicable to the Employ-
ment of-Learners (29 CFR 522.1 to 522.12,
as amended February 28, 1955, 20 F. a.
645)

Palm Beach Co., Danvlile, Xy., effective
6-27-55 to 6-26-56, 7 percent of the total
number of factory production workers for
normal labor turnover purposes in the op-
erations of machine- operators (except cut-
ting), presses, handsewers. each 480 hours
at 65 cents an hour for the first 240 hours and
not less than 70 cents an hour for the re-
maining 240 hours (men's coats).

The following special learner certifi-
cates were issued in Puerto Rico to the
companies hereinafter named. The ef-
fective and expiration dates, the number
of learners, the learner occupations, the
length of the learning periods and. the
learner wage rates are indicated, re-
spectively.

Somtex Xnitting M11ls, 105 Matlas Gon-
zales Street, Gurabo, P. R., effective 6-21-55
to 6-20-56, 10 learners in any one work day
in the occupations of knitting, looping,
seaming, topping, mending, winding; each
160 hours at 30 cents an hour, 160 hours at
3 7 V2 cents an hour and 160 hours at 45 cents
an hour (sweater).

Each certificate has been Issued upon
the employer's representation that em-
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ployment of learners at subminimun
rates- is necessary in order to prevent
curtailment of opportunities for em-
ployment, and that experienced workers
for the learner occupations are not
available. The certificate may be can-
celled in the manner provided in the
regulations and as indicated in tha
certificates. Any person aggrieved by
the issuance of any of these certificates
may seek a review or reconsideration
thereof within fifteen days after publl-
cation of this notice in the FEDERAL
REGISTER pursuant to the provisions of
Part 522.

Signed at Washington, D. C., tUs 27th
day of June, 1955.

TWIILTON BROOrM,
Auttorwed Representative

of the Administrator.
[. n. Doc. 55-5329; Filed, July 1. 1955;

8:45 a. m.1

FARM CREDIT ADMINIS-
TRATION

[Order No. 623; Revocation of Order No. 6221

CERTAIN OFrIcERs

DELEGATION OF AUTHOIITY TO ACT AS
GOVERNOR

JuNr 28, 1955.
1. In the event that the Governor is

absent or is not able to perform the
duties of his office for any other reason,
the officer who is the highest on the
following list and who Is available to
act is hereby authorized to exercise and
perform all functions, powers, author-
ity, and duties pertaining to the office
of Governor of the Farm Credit Admin-
istration:

(1) A. T. Esgate, First Deputy Governor.
(2) Thomas A. Maxwell, Jr.. Deputy Gov-

'ernor and Director of Land Bank Service.
(3) Homer a. Smith, Deputy Governor

and Director of Cooperative Bank Service.
(4) Harold A. Miles, Deputy Governor and

Director of Short-Term Credit Service.
(5) John C. Bagwell, General Counsel.
(6) Any Deputy Director of one of the

above-named Services designated by the
Governor.

2. This order shall be effective July 1,
1955.

R. B. ToOTELL,Governor.
[F. R. Doc. 55-5339; Filed, July 1, 1935;

8:47 a. m.l

FEDERAL COMMUNICATIONS
COMMISSION

[Docket Nos. 11055. 11056; FCC SLE-577]

ARcALL, INc., Ain TELEPHONE
ANSWERInG SErvica

ORDER CONTINUING HEARING

In re applications of Alrcall, Inc.,
Detroit, Michigan, Docket No. 21055,
File No. 741-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 per-
mits for one-way signaling stations In
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the domestic public land: mobile radio
service.

The Hearing Examiner having under
consideration informal agreement of the
parties with respect to continuance of
the above-entitled proceeding;

It is ordered, This 27th day of June
1955, that the hearing now scheduled for
July 1, 1955 is continued until July 25,
1955, at 10:00 a-. m.

FEDERArL COLMNI-~cAvrONS,
ComumassroN,

Ism-] M r JAN 1om=,
Secretarj.

[1- . Dc. 55-5351; -Filed. July 1, 1955;
8:49 a. m.]

[Docket o . 11399, 11400; FCC 55-7201

NEw BRIAN Bo.cASTIrNG Co. CWKNB-
TV) ET AL.

ORDER RESCHEDULING HEARING

In re applications of The New Britain
Broadcasting Company (WENB-TV)
New Britain, Connecticut, for modifica-
tion of construction permit (Channel
30), Docket No. 11399, Vile No. BMLPCT-
2787; Julian Gross, et al., (transferor)
and National Broadcasting Company.
Inc. (transferee) for transfer of control
of New Britain Broadcasting Company
(WENB and WVKNB-TV), Docket No
11400, File No. BTC-1896.

At a session of the Federal Commum-
cations Commission held at its offices in
Washington, D. C., on the 23cd day- of
June 1955;

The Commission having under con-
sideration Its order of June 15,1955, con-
tinuing the hearing by oral argument
before the Commission en bane in the
above-entitled proceeding from June 21,
1955 to July 7,1955 to commence at 10:O0
a. In.,

It appearing, that the Commisson will
not be able to convene on the said date
of July 7, 1955, until 10:30 a. m. and
therefore the said hearin- cannot com-
mence at the time previously specified;

It is ordered. That the hearing by oral
argument before the Commison en
bane in the above-entitled proceeding
shall commence at 10:30 a. m. on the
date and at the place previously
specified.

Released: June 27, 1955.
FEDERAL COsxUMNICAT'OllS

COLMUssIo",
1s-uI MART JANE MoRIas,

Secretary.
[. R. Dec. 55-5352; Filed, July 1, 1955;

8:50 a. m.]

[Dock et No. 11412; FCC 55U-5781

WJR, Tnn Goonwrr STA IorT, INc.
7Mof=IlDUr oF RULING CO,=nro-IG

HEARING
In re application of WJR. The Good-

will Station, Inc., Flint, MIchbgan
(WJRT), for modification of construc-
tion permit, Docket No. 11412, File No.
BMPCT-2689.

As stated at the prehearing conference
of June 16, 1955 (see TR 59, e. g.) the

[SEAL]
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hearing scheduled to begin on June 27,
1955, was continued to Tuesday, July 5,
1955, at 10:00-a. In., in the offices-of the
Commission, Washngton, D. C..,

Dated: June 27, 1955.
FEDERAL COMMUNICATIONS

CO SSION,
[SEAL] MARY JANE MoRPis,

Secretaryf.
[F. rI. Doc. 55-5353; Filed, July 1, 1955;

8:50 a. m.]

1112A..

[SEAL]

Ciudad Trujilo (shown In error as 1,400
kilocycles In change list no. 16).

Pmentel (shown In error as 400 watts In
change list no. 16).

NOTICES

[Change List; 16]
DOMINICAN BROADCAST STATIONS

NOTIFICATION OF NEW - STATIONS AND
CHANGES IN EXISTING STATIONS; COR-
RECTION
Corrections to Dominican Republic

Change List Number 16 as set forth in a
lett6r from that Administration dated
March 15,1955, and transmitted through
official channels by the Inter-American
Radio Office.

FEDERAL COMMUNICATIONS COMMISSION,
MARY JANE MORRIS,

Secretary.
[F. n. Doe. 55-5354; Filed, July 1, 1955; 8:50 a. m.]

FEDERAL POWER COMMISSION
[Docket Nos. 0-1705, G-1937, G-2057, G-2433,

C-2475, G-2932, G-3159, G-4611, G-4666,
G-4940, G-5139, G-5979, G-8428, G-8431,
G-8471, G-8526, G-8664, G-8665, G-8676,
G-8677, G-8771, G-8888, G-8939, 0-8962,
G-8963]

PANHANDLE EASTERN-PIPE LINE Co. ET AL.
ORDER CONSOLIDATING AND RECONVE19ING

PROCEEDINGS AND SPECIFYING PROCFDURE

In the matters of Panhandle Eastern
Pipe Line Company, Docket Nos. G-1705,
G-1937, G-2433, G-2475, G-8665; Mis-
souri Public Service Company, Docket
No. G-2057; City of Montgomery, Mis-
souri, Docket No. -2932; Town Gas
Company of Illinois, Docket No. G-3159;
Missouri Central Natural Gas Company,
Docket No. G-4611, Village of Westville,
Illinois, Docket No. G-4666; Village of
Pleasant Hill, Illinois, Docket No. G-
4940; City of Waverly, Illinois, Docket
No. 0-5139; Village of Rossville, Illinois,
Docket No. G-5979; Central Illinois Elec-
tric & Gas Company, Docket No. G-8428;
City, of Winchester, Illinois, Docket No.
G-8431, Village Franklin, Illinois, Docket
No. G-8471; City of Hickman, Kentucky,
Docket No. G-8526; Trunkline Gas Com-
pany, Docket No. G-8664; City of
McLeansboro, Illinois, Docket No. 0-
8676; City of'Vienna, Illinois, Docket No.
G-8677; City of Clinton, Kentucky,
Docket No. G-8771, City of La Center,
Kentucky, Docket No. G-8888; City of
Bardwell, Kentucky, Docket No. G-8939;
City of Wickliffe, Kentucky, Docket No.
G-8962; Lake County Utility District,
Docket No. G-8963.

On May 9, 1955, Panhandle Eastern
Pipe Line Company (Panhandle) at
hearings on Docket No. 0-1705, et al.,
moved the Presiding Examiner to recess
the proceedings until further order of
the Commission. A major portion of
these proceedings had concerned Pan-
handle's plans for the development of a
natural-gas storage area near Waverly,
Illinois, whereby it was anticipated that
200,000 Mcf per day of natural gas
would be made available for the use of
Panhandle's customers on a -firm basis.

In its motion Panhandle stated that
serious operating diffid'ulties had been
encountered in connection with the
storage project,-and it was not antici-
pated that natural gas would be immedi-
ately available therefrom. ,

On June 7, 1955, Panhandle filed a
motion to resume the proceedings in
Docket No. G-1705, et al. and to con-
solidate therewith Trunkline Gas Com-
pany's (Trunkline) application for a
certificate of public convenience and
necesgity at Docket No. G-8664 and Pan-
handle's application for a certificate of
public convemence -and necessity at
Docket No. G-8665. These latter appli-
cations propose the construction and
operation of facilities whereby Trunk-
line's peak day capacity will be increased
by 85,000 Mcf per day, of which 80,000
Mcf is to be made available to Panhan-
dle for transportation and sale to its
customers. The remaining 5,000 Mcf
per daiis apparently proposed to be sold
to customers along the route of Trunk-
line's pipeline.

A number of applications, pursuant to
section 7 (a) of the Natural Gas Act,
have been filed with the Commission for
orders directing Trunkline to mtercon-
nect its facilities with those of the re-
spective applicants and to sell natural
gas thereto. These applicatibns have
been designated Docket Nos. 0-8526,
G-8676, G-8677, 0-8771, G-8888, G-8939,
G-8962, and G-8963, and the-Applicant's
names are listed in the caption hereof.

In addition to the 80,000 Mcf per day
proposed to be available to Panhandle
by reason of the facilities for which au-
thorization iS sought at Docket Nos.
G-8664 and G-8665, Panhandle states in
its 'motion that it proposes to increase
its system delivery capacity by another
80,000 Mcf per day. This is to be ac-
complished by changes in compressor
station piping and by an increase in the
maximum working pressure of Panhan-
dle's, line 200, and it is indicated that
Panhandle is presently proceeding to
make such modifications in its facilities
and operations without certificate au-
thorization from this Commission. The
propriety of Panhandle's actions in this

regard must be an Issue to be considered
In these proceedings, particularly In
view of the effect the Increased deliv-
eries might have on Panhandle's re-
serves and the general operation of its
pipeline.

The Commission finds:
(1) It is appropriate and in the pub-

lic interest to consolidate for the pur-
pose of hearing the proceedings In the
caption hereof.

(2) It Is appropriate and in the pub-
lic interest in carrying.out the provisions
of the Natural Gas Act that the hearing
in this proceeding~be reconvened at the
time and place and on the date herein-
after designated, in accordance with the
procedure hereinafter provided and
ordered.

The Commission orders:
(A) The proceedings in the caption

hereof be and the same are hereby con-
solidated for the purposo of hearing.

(B) The hearing in these proceedings,
as consolidated herein, shall reconvene
commencing on July 12, 1955, at 10:00
a. m. in a Hearing Room of the Federal
Power Commission, 441 G Street NW.,
Washington, D. q.

(C) At the reconvening of the hearing,
Panhandle, Trunkline, and the appli-
cants who have filed applications pursu-
ant to section 7 (a) of the Natural Gas
Act, which have been consolidated by
this order, shall first present and com-
plete their direct cases. Opportunity
shall then be provided for appropriate
presentations by intervening parties, In-
cluding those of Panhandle's existing
customers who desire to present evidence
in support of requests for increased nat-
ural gas deliveries. There shall then
follow cross-examination of all parties
who have not yet been cross-examined,
and rebuttal evidence to the presenta-
tions of such parties. The Presiding Ex-
aminer shall provide for recess at an
appropriate stage of the proceedings
consistent with the Commission's an-
nounced policy -for the suspension of
hearings during the period August 1
through September 5, 1955.

Adopted: June 23, 1955.
Issued: June 27, 1955.
By the Commission.
[SEAL] J. H. GuramE,

Acting SecrctarV,
[F. r. Doc. 55-5331: Filed, July 1, 1055:

8:46 a. m.]

CIVIL AERONAUTICS BOARD
[Docket No. 6114]

MACKEY AnI LINES CERTIFICATE RENEWAL
CAs E

NOTICE OF PREHEARING CONFERENCE
Notice is hereby given that a prehear-

Ing conference in the above-entitled
application is assigned to be held on
July 13, 1955, at 10:00 a. m., e. d. s. t.,
in Room E--206, Temporary Building
No. 5, Sixteenth Street and Constitution
Avenue NW., Washington, D. C., before
Examiner Curtis C. Henderson. This
prehearing conference will consider the
application of Mackey for renewal of its
temporary certificate for designation of
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certain additional intermediate points
for a new segment from West Palm
Beach-Palm Beach, Fort Lauderdale to
Nassau via Havana, and for authority
to carry mail.

Dated at Washington, D. C., June 29,
1955.

[SEAL] FRANcIs W BROwN,
Chief Examiner

IF. R. Doc. 55-5355; Piled, July 1, 1955;
8:50 a. m.l

[Docket Nos. 6429, 69571

PAN AE cA WORLD AIRWAYS, INC.
NOTICE OF PREHEARING CONFERENCE

Pan American World Airways, Inc.,
Trans-Pacific Operations; Temporary
Mail Rates; Docket No. 6429.

Pan American World Airways, Inc.,
Latin American Division; Temporary
Mail Rates; Docket No. 6957.

Notice is hereby given that a prehear-
ing conference in the above-entitled pro-
ceedings is assigned to be held on July 7,
1955, at 10:00 a. in., e. d. s. t., in Room
E-210, Temporary Building No. 5, Six-
teenth Street and Constitution Avenue
NW., Washington, D. C., before Examiner
Paul N. Pfeiffer.

Dated at Washington, D. C., June 29,
1955.

[SEAL] FRANCIS W. BROWN,
Chiel Examiner

IF. R. Doc. 55-5356; Filed, July 1, 1955;
8:50 a. in]

[Docket Nos. 6685, 6717, 7002]

NATIONAL AIRLINES, INC., ET AL.

NOTICE OF PREHEA ING CONFERENCE
New York-Nassau case: National Air-

lines, Inc., Docket No. 6685; Eastern Air
Ines, Inc., Docket No. 6717- Pan Amen-
can World Airways, Inc., Docket No. 7002.

Notice is hereby given that a prehear-
3ng conference in the above-entitled case
is assigned to be held on July 18; 1955,
at 10:00 a. in., e. d. s. t., in Room E-210,
Temporary Building No. 5, Sixteenth
Street and Constitution Avenue NW.,
Washington, D. C., before Examiner F.
Merritt Ruhlen.

Dated at Washington, D. C., June 29,
1955.

[SEAL] FiiAAcrs W BROWN,
Chief Examiner

IF. IR. Dec. 55-5357; Piled, July 1, 1955;
8:51 a. m]

INTERSTATE COMMERCE
COMMISSION

FOURTH SECTION APPLICATIONS FOR
RELIEF

JuNE 29, 1955.
Protests to the granting of an applica-

tion must be prepared in accordance
with Rule 40 of the general rules of prac-
tice (49 CFR 1.40) and filed within 15

No. 129-8

FEDERAL REGISTER

days from the date of publication of this
notice in the FEDERAL REGISTM.

LONG-AND-SHORT-HAUL
FSA No. 30793: Aluminum Billet.--

Gregory and Point Comfort, Tex., to US-
terhill, Ala. Filed by F. C. Kratzmelr,
Agent, for interested rail carriers. Rates
on aluminum billets, blooms, Ingots, pigs,
or slabs, carloads, from Gregory and
Point Comfort, Tex., to Listerhill. Ala.

Grounds for relief: Competition of
carriers via barge and circuitous routes.

Tariff: Supplement 56 to Agent Kratz-
meir's I. C. C. 4139.

FSA No. 30794: HIdes-Florida to offi-
cial territory. Filed by R. E. Boyle, Jr.,
Agent, for interested rail carriers. Rates
on hides, pelts or skins, not dressed nor
tanned, of domestic animals, carloads,
from Bartow, Fla., to Belleville, N. J., and
Peabody, Mass.

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

Tariff: Supplement 128 to Agent
Spaninger's I. C. C. 1324.

FSA No. 30795: Sulphuric acid-
Southwest to Jenkins, La. Fied by F. C.
Kratzmeir,-Agent, for interested rail car-
rers. Rates on sulphuric acid, tank-car
loads, from specified points in Arkansas
and Texas to Jenkins, La.

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

Tariff: Supplement No. 18 to Agent
Kratzmelr's L C. C. 4109 and three other
tariffs.

FSA No. 30796: Fertilizer and mate-
rials-Norfolk, Va., to Goldsboro, N. C.
Filed by Southern Railway Company for
itself. Rates on fertilizer and fertilizer
materials, carloads, from Norfolk, Va., to
Goldsboro, N. C.

Grounds for relief: Circuitous route.
Tariff: Supplement 96 to Agent Span-

inger's I. C. C. 1221.
FSA No. 30797: Sodium phosphate-

Jeffersonville, Ind., to Baltimore, Md.
Filed by H. R. Hinsch, Agent, for inter-
ested rail carriers. Rates on sodium
phosphate, carloads, from Jeffersonville,
Ind., to Baltimore, Md.

Grounds for relief: Market competi-
tion and circuity.

Tariff: Supplement 125 to Agent
Hinsch's I. C. C. 4542.

FSA No. 30798: Sisal fibre waste-
Southern ports to Chicago, Ill. Filed by
H. ML Engdahl, Agent, for interested rail
carners. Rates on waste-sisal fibre or
sisal (bagasse fibre) carloads, from Gulf,
south Atlantic and Florida ports (im-
ported thereat from foreign countries),
to Chicago, Ill.

Grounds for relief: Competition with
north Atlantic ports and circuitous
routes.

Tariff: Supplement 5 to Agent Eng-
dahl's L C. C. 133.

FSA No. 30799: Foodstuffs-Southern
ports to Missouri. Filed by H. B. Eng-
dahl, Agent, for interested rail carriers.
Rates on canned, preserved or prepared
foodstuffs and related articles (not cold-
pack nor frozen), carloads, from Gulf,
Florida, and south Atlantic Ports (im-
ported thereat from foreign countries),
to specified points in Missouri on the
Missourl-Illinols Railroad Company.

Grounds for relief: To maintain desti-
nation rate relations with St. Louis, Mo.,
on trafflc imported at same southern
ports. Circuitous routes.

Tariff: Supplement 53 to Agent Eng-
dahl's L C. C. 126.

By the Commisslon.
[srAr] MHnoW D. McCoy,

Secretary.
[P. F, Dc. 55-5337; Filed, July 1, 1955;

8:47 a. m]

[Ro. s. 0. S62, Taylor's L C. C. Order 531

CoLo.uDo AND SoumrzrN RAILWAY Co.
fErOUT'IG O DIVERSION OF TRAFFIC

In the opinion of Charles W Taylor,
Agent, The Colorado and Southern Rail-
way company, due to washout between
Farthing and Chugwater, Wyoming. is
unable to transport trafflc routed over
its lines between these points. It is
ordered, That:

(a) Rerouting traffic: The Colorado
and Southern Railway Company is
hereby authorized to reroute or divert
traffic moving over Its line between
Farthing and Chugwater, Wyoming, due
to washout, over any available route to
expedite the movement.

(b) Concurrence of receiving roads to
be obtained: The railroad demrng to
divert or reroute traffic under this order
shall confer with the proper transporta-
tion officer of the railroad or railroads to
which such traffic Is to be diverted or
rerouted, and shall receive the concur-
rence of such other railroads before the
rerouting or diversion is ordered.

(c) Notification to shippers: Each
carrier rerouting cars in accordance with
this order shall notify each shipper at
the time each car is rerouted or diverted
and shall furnish to such shipper the
new routing provided under this order.

(d) Inasmuch as the diversion or re-
routing of traffic by said Agent is deemed
to be due to carrier's disability, the rates
applicable to traffic diverted or rerouted
by said Agent shall be the rates which
were applicable at the time of shipment
on the shipments as originally routed.

(e) In executing the directions of the
Commission and of such Agent provided
for in this order, the common carners
involved shall proceed even though no
contracts, agreements, or arrangements
now exist between them with reference
to the divisions of the rates of transpor-
tation applicable to such traffic; divi-
slons shall be, during the time this order
remains n force, those voluntarily
agreed upon by and between said car-
rlers; or upon failure of the carners
to so agree, said divisions shall be those
hereafter fixed by the Commissmon in
accordance with pertinent authority
conferred upon it by the Interstate
Commerce Act.

Cf) Effective date: This order shall
become effective at 3:00 p. m., June 25,
1955.

(g) Expiration date: This order shall
expire at 11:59 p. m., July 15, 1955, un-
less otherwise modified, changed, sus-
pended or annulled.
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It is further ordered, That this order
shall be served upon the Association of
American Railroads, Car Service Divi-
sion, as agent'of all railroads subscrib-
ing to the car service and per diem
agreement under the terms of that
agreement and by filing it with the Di-
rector, Division of the Federal Register.

Issued at Washington, D. C., June 25,
1955.

INTERSTATE COMMERCE
COMMISSION,

CHARLES W TAYLOR,
Agent.

IF. R. Doe. 55-5335; Filed, July 1, 1955;
8:46 a. m.]

[Rev. S. 0. 562, Taylor's L C. C. Order 51,

Amdt. 1]

ST. LOUIS-SAN FRANCISCO RAILWAY Co.

REROUTING OR DIVERSION OF TRAFFIC;
EXPIRATION DATE

"Upon further consideration of Tay-
lor's I. C. C. Order No. 51 and good cause
appearing therefor: It is ordered, That:

Taylor's I. C. C. Order No. 51 be, and
it Is hereby, amended by substituting
the following paragraph (g) for para-
graph (g) thereof:

(g) Expiration date: This order shall
expire at 11:59 a. Ia., July 31, 1955, un-
less otherwise modified, changed, sus-
pended or annulled.

It is further ordered, That this amend-
ment shall become effective at 11:59
p. in., June 25, 1955, and that this order
shall be served upon the Association of
American Railroads, Car Service Divi-
sion, as agent of all railroads subscrib-
ing to the car service and per diem
agreement under the terms of that
agreement, and by filing it with the Di-
rector, Division of the Federal Register.

Issued at Washington, D. C., June 25,
1955.

INTERSTATE COMMERCE,
COMMSSION,

CHARLES W TAYLOR,
Agent.

[F. R. Doec. 55-5336; Filed, July 1, 1955;
8:47 a. m1

DEPARTMENT OF AGRICULTURE
Rural Electrification Administration

[Administrative Order T-623]

AREANSAS

LOAN ANNOUNCEMENT

JUNE 8, 1955.
Pursuant to the provisions of the Rural

Electrification Act of 1936, as amended,
a loan contract bearing the following
designation has been signed on behalf
of the Government acting through the
Administrator of the Rural Electrifica-
tion Administration:

NOTICES

'Loan designation: Amount
Allied Telephone Co., Arkan-

sas 518-A Little Rock ---- 1$1,423,000
Simultaneous allocation and loai.

[sEAL] FRED H. STRONG,
Acting Administrator

[F. R. Doc. 55-5297; Filed, June 30, 1955;
8:50 a. 3n.]

[Administrative Order T-624]

MAINE

LOAN ANNOUNCEMENT

JUNE 9, 1955.
Pursuant to the provisions of the Rural

Electrification Act of 1936, as amended,
a loan contract bearing the following
designation has been signed on behalf
of the Government acting through the
Administrator of the Rural Electrifica-
tion Administration:
Loan designation: Amount

Levant - Kenduskeag Telephone
Corp., Maine 511-A Levant-
Kenduskeag ---------------- I $84, 000

2 Simultaneous allocation and loan.

ESEAL] FRED H. STRONG,
Acting Administrator

IF. R. Doc. 55-5298; Filed, June 30, 1955;
8:50 a. in.]

[Administrative Order T-6251

ALABAMA

LOAN ANNOUNCEMENT
JUNE 14, 1955.

Pursuant to the provisions of the
Rural Electrification Act of 1936, as
amended, a loan contract bearing the
following designation has been signed
on behalf of the Government acting
,through the Administrator of the Rural
Electrification Administration:
Loan designation: Amount

Elmore-Coosa Telephone Co.,
Inc., Alabama 532-A Elmore-
Coosa --------------------- 1$185, 000

Simultaneous allocation and loan.

[SEAL] ANCHER NELSEN,
Administrator

[F. R. Doc. 55-5299; Filed, June 30, 1955;
8:50 a. in.]

[Administrative Order T-626]

INDIANA

LOAN ANNOUNCEMENT

JUNE 15, 1955.
Pursuant to the provisions of the

Rural Electrification Act of 1936, as
amended, a loan contract bearing the
following designation has been signed on
behalf of the Government acting
through the Administrator of the Rural
Electrification Administration:
Loan designation: Amount

Hancock Rural Telephone Corp.,
Indiana 506-C Hancock .-... $70, 000

[SEAL] ANCnER NELSEN,
Administrator

IF. R. Doc. 55-5300; Filed, June 30, 1955;
8:50 a. in.]

SECURITIES AND EXCHANGE
COMMISSION
I ile No. 70-3388]

CENTRAL POWER AND LIGHT CO.

ORDER REGARDING ACQUISITION BY PUDLIC
UTILITY SUBSIDIARY OF REGISTERED IIOLD-
ING COMPANY OF BONDS AND PROMISSORY
NOTE OF NON-AFFILIATED NON-UTILITY
COMPANY

JUNE 28, 1955.
Central Power and Light Company

("Central Power") a public-utility sub-
sidiary of Central and South West Cor-
poration, a registered holding company,
has filed an application, and an amend-
ment thereto, with this Commission pur-
suant to the provisions of sections 9 (a)
and 10 of the Public Utility Holding Com-
pany Act of 1935 ("act") with respect to
the following transaction:

Central Power has entered into an
agreement dated May 1, 1955 with
Southern Texas Ice & Service Ino,
("Southern Texas"), a non-affiliated
non-utility company, pursuant to which
Central Power will sell, and Southern
Texas will buy, all of Central Powor's Ice
properties and facilities, which are being
operated by Southern Texas under a
lease agreement.

The agreed stle price is $1,100,000 If
paid in cash by Southern Texas on or-
before January 16; 1956, or $1,200,000 if
paid partly In cash and partly in debt
securities of Southern Texas. The
agreement provides that Southern Texas
shall pay to Central Power $250,000 in
cash at the time of conveyance of said
properties and deposit with Harris Trust
and Savings Bank, Chicago, Illinois, as
Escrow Agent, $850,000 principal amount
of First Mortgage 5 percent Sinking
Fund Bonds dated May 1, 1955, and
maturing May 1, 1965, and a promissory
note in the principal amount of $100,000
bearing interest at the rate of 5 percent
per annum from May 1,1955, and payable
in two installments of $50,000 each on
May 1, 1956, and May 1, 1957. The bonds
will be secured by a first mortgage on
substantially all of the properties of
Southern Texas, including those to be
acquired from Central Power, and the
promissory note will be endorsed and
guaranteed by Southeastern Public Serv-
ice Company, the parent of Southern
Texas.

The agreement provides that Southern
Texas may, at its option, pay to the
Escrow Agent for the account of Central
Power at any time on or before January
16, 1956, the sum of $850,000 in cash,
plus interest thereon at the rate of 5
percent per annum from May 1, 1055,
to the date of payment, and the bonds
and promissory note held by the Escrow
Agent shall be returned to Southern
Texas. If Southern Texas shall not
make such payment to the Escrow Agent
for the account of Central Power, the
failure to do so shall constitute an elec-
tion by Southern Texas to purchase Cen-
tral Power's ice properties partly for
cash and partly for debt securities and
the Escrow Agent shall release to Cen-
tral Power the $850,000 principal
amount of bonds and promissory note



Saturday, July 2, 1955

in the principal amount of $100,000 as
valid and binding obligations for the
payment of principal and interest pro-
vided therein.

No State commission and no Federal
regulatory agency, other than this Com-
mission, has any jurisdiction over the
proposed acquisition by Central Power
of the bonds and promissory note of
Southern Texas.

No commitment or other fees will be
paid by Central Power in connection
with the acquisition by it of the bonds
and promissory note of Southern Texas,
and the expenses incurred or to be in-
curred, and paid by Central Power, con-
sisting of incidental and miscellaneous
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expenses, are estimated at not to exceed the estimates, are not unreasonable, and
$300. that said amended application should be

Central Power has requested that the granted forthwith, subject to the terms
Commission take action herein as soon and conditions prescribed in Rule U-2!_
as practicable and that there be no ,ait- promulgated under the act:
ing period between the Issuance of the It is ordered, Pursuant to Rule U-23
Commission's order and the effective and the applicable provisions of the act,
date thereof, that said amended application be, and

Due notice of the filing of said appli- the same hereby is, granted forthwith,
cation having been given in the manner subject to the terms and conditions pre-
prescribed by Rule U-23 under the act, scribed in Rule U-24.
and no hearing having been requested By the Commission.
of, or ordered by, the Commission; and
the Commission finding that the appll- [SEAT-] OvAL L. DuBois,
cable provisions of the act and the rules Secretarf.
promulgated thereunder are satisfiled, 1p. R. 3cC. r5-5332; Fined, July 1, 1355;
that the expenses, if they do not exceed 8:46 a. m-I




