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tion ” shall inclu de consu ltation w ith  the 
S ecreta ry o f S tate, the D irector of the 
N a tion a l Science Fou ndation, and any 
oth er appropria te Federa l agency.

(12) Th ose u nder section 104(Z) of 
the A ct by the D epartm ent o f S ta te and 
by any other agency or agencies des ig ­
nated  th erefor b y the S ecreta ry o f S tate.

(13) Th ose u nder section 104(n ) of 
the A ct by the Lib ra ria n  o f Congress.

(14) Th ose u nder section 104(r )  o f the 
A ct by the D epartm ent of S ta te and by 
the U n ited  S tates  In form a tion  Agency, 
as they shall agree.

(e ) In  n e g o t i a t i o n  in tern ationa l 
agreements in  pursuance o f the Act, the 
S ecreta ry o f S ta te sha ll endeavor to  
avoid  restrictions  w hich  wou ld lim it the 
app lica tion  o f norm al bu dgetary and 
appropria tion  controls to  the use o f those 

foreign  cu rrencies accru ing u nder T itle  

I  o f th e A ct which a re to be ava ilab le 

fo r  opera tions  o f U n ited  S tates G overn ­

m ent agencies.

S e c . 5 .  Reservation of functions  to the  

President. Th ere are hereb y reserved 

to the Pres iden t th e fu nctions  con ferred  

u pon h im  by section 108 o f the A ct (in ­

clu ding th a t section as a ffected by sec­

tion  406 o f the A c t),  w ith  respect to 

m aking reports to Congress.

Sec. 6. D efinition ; references, (a ) As  
used in  th is  order, the term  “A ct” and the 
term  “Agricu ltu ra l Tra d e D evelopm ent 
and Assistance A ct o f 1954” m ean  the 
Agricu ltu ra l Trad e D evelopm ent and As ­
s istance A ct o f 1954 (68 S ta t. 454) as 
amended from  tim e to time, and include, 
except as may be inappropria te, p rovi­
sions thereof amending oth er laws.

(b ) References in  any p rior order not 
superseded by th is order to any p rovi­
sions o f any E xecu tive order superseded 
by this order shall h erea fter be deemed 
to be references to the corresponding 
provisions, if any, o f th is order.

(c ) References  in  th is  order or in  any 
oth er E xecu tive order to th is  order or 
any provision o f th is order shall be 
deemed to inclu de references thereto, 
respectively, as amended from  tim e to 
time.

S e c . 7. Superseding and saving prov i­

sions. (a ) To  the exten t not h eretofore 
superseded, the follow ing-describ ed or ­
ders and parts o f orders are hereb y 
su perseded:

(1 ) Execu tive O rder No. 10560 o f S ep ­
temb er 9,1954.

. (2 ) Execu tive O rder No. 10685 o f O c­
tob er 27,1956.

(3 ) Execu tive O rder No. 10708 o f M a y 
6,1957.

(4 ) Execu tive O rder No. 10746 of De­
cember 12,1957.

(5 ) Sections 1 and 2 of Execu tive O r ­

der No. 10799 o f Janu ary 15,1959.
( 6 ) E xecu tive O rder No. 10827 of June 

25,1959.
(7 ) Execu tive O rder No. 10884 of Au­

gust 17,1960.
(8 ) W ith ou t preju dice to section 3(c) 

o f this order, the text enclosed in  paren­

theses in  section 304(a ) (2 ) o f Executive 

O rder No. 10893 o f N ovem ber 8, I960.

(b ) Except to the exten t that they 
may be inconsistent, w ith  th is order, all 

determinations, au thorizations, regula­

tions, ru lings, certificates, orders, direc­

tives, contracts, agreements, and other 

actions made, issued, or entered into 

w ith  respect to any fu nction  a ffected by 

this order and not revoked, superseded, 

or otherw ise made inapplicab le before 

the da te o f th is order, shall continue in 

fu ll force and effect u ntil amended, mod­

ified, or term ina ted  b y appropriate 

au thority.
D w i g h t  D .  E i s e n h o w e r

T h e  W h i t e  H o u s e ,

January 5,1961.

[F .R . Doc. 61-183; F i le d, Jan. 6 , 1961;
1 :2 1 p.m .]



Ru les an d  Regu la tion s

Tit le 2 6 — IN TERN AL REV EN U E, 

1 9 5 4
Chapter I— I n t e r n a l R e v e n u e  Se r v ice , 

D ep a r t m e n t  o f  t h e  T r e a su r y  

[T .D. 6524]

PART 1— I N CO M E T A X ;  T A X A B LE 

YEA RS B EG I N N I N G  A FT ER  D E­

CEM BER 3 1 , 1 9 5 3

D ef in it io n  o f  Pro p e r t y

On August 13,1960, notice o f proposed 

rule making w ith  respect to regu lations 

under section 614 o f the In tern a l R eve ­

nue Code of 1954, as amended b y section 

37 of the Techn ica l Am endments A ct o f 

1958 (72 S tat. 1633), rela tin g to the defi­

nition of property was pub lished in  the 

F e d e r a l  R e g i s t e r  (25 F.R . 7743). A fter  

consideration o f a ll such relevant m a tter 

as was presented by in terested persons 

regarding the ru les proposed, the fo l ­

lowing regu lations are hereby adopted 

and are applicab le fo r  taxab le years b e­

ginning a fter D ecember 31, 1953, and 

ending a fter Au gu st 16, 1954, except as 

otherwise provided.

Sec.
1.614 Statuto ry  prov isions; de fin it ion o f  

property .
1.614- 0 Int roduct ion.
1.614- 1 De finit ion o f  propert y .
1.614- 2 . Elec t ion t o  aggregat e separate op ­

e rat ing m ine ral interest s unde r 
sect ion 6 1 4 (b).

1.614- 3 Rules re lat ing  t o  separate o perat ing
m ineral int erests in  the  case o f  
mines.

1.614- 4 1939 Code t reatm ent  w i t h  respec t
to  separate operat ing m ine ral in ­
terests in  the  case o f  o il and gas 
wells.

1.614- 5 Special rule s as to  aggregat ing no n ­
ope rat ing m ine ral interests.

1.614- 6 Rules applicable  t o  basis, ho lding
period, and abando nm ent  losses 
where m ine ral int erests hav e  been  
aggregated.

A u t h o r i t y  : §§ 1.614 to 1.614-6 Issued under 

section 7805, I.R .C. 1954; 68A  Stat . 917; 26 
U.S.C.7805.

§ 1.614 Statutory  pro v isio ns; de finit ion 
o f  property .

S e c . 6 1 4 .  Definit ion of property— (a )  Gen ­
eral rule. Fo r the  purpose  o f  c o m put ing  the 

depletion allowance in  the  case o f  mines, 
wells, and o ther nat ural deposit s, the  term  

means each separate Interest  
°wued by  the  taxpaye r in  each m ine ral de - 

J«.eacl1 seParate t rac t  o r parc e l o f land. 
ini Special rule as to  operating mineral 

i n i r CS+ 1 Elect i on *> aggregate separate 
ten"re7 i K  a taxpaye r owns two  o r more  

operat ing m ine ral inte rest s which  

ho J r tute, Part  o r a l l  o f  an  o perat ing unit , 

t i t l e d  elect ( fo r a11 purposes o f  this sub-

T °  fo rm  one aggregat ion o f, and  to 

Interest®-116 ^ro^ert^’ any  two  or hiore o f  such

si i ih\J +0  t r®at  M  a separate  property  each 
interest which he  does no t  e lect  to  in -

c lude  w i t h in  the  aggregat ion re fe rred to in  

subparag raph  (A ) .

Fo r purposes o f  the  preceding sentence, sepa­
rat e  ope rat ing  m ine ral int erests w h ic h con ­
st i tut e  part  o r al l o f  an o perat ing un i t  m ay  

be  aggregat ed whe the r or no t  they  are in ­
c luded in  a single  t rac t  o r parc e l o f  land and  

whe ther o r no t  they  are inc luded in  c o nt igu ­
ous t rac ts *or parcels. A  t axpaye r m ay  no t  

elect  t o  fo rm  m ore t han  one aggregat ion o f  
o perat ing m ine ral inte rest s w i t h in  any  one  

operat ing unit .
(2 ) Manner  and scope of  elect ion. T he  

elec t ion pro v ided by  paragraph ( 1 ) shall be  

m ade, fo r  each o perat ing m ine ral int erest  in  

accordance w i t h  regulat ions prescribed by  

the Secretary  o r h is delegate , no t  lat e r t han  

the  t im e  prescribed by  law  fo r fi l ing  the  re ­
t urn  (in c lud in g  ext ensions t he re o f ) f o r  

whichev e r o f  the fo l lo w ing  t axable  years is 

the  lat e r; T he  first  t axable  y ear beg inn ing  

aft e r Decem ber 81, 1953, o r the  first  t axable  

y ear in  whic h any  expendit ure  f o r  e xplo ra ­
t ion, developm ent, o r ope rat ion in respec t  o f  
the separate ope rat ing m ine ral interest  is 

m ade by  the  taxpaye r af t e r the  acquisit io n  

o f  such interest . Such an  elec t ion shall be  

bind ing  upo n the t axpaye r fo r  all subsequent  

taxable, years, except  t hat  the  Sec re tary  or 

his de legat e m ay  consent  to  a di ff e rent  t reat ­
m ent  o f  the int erest  w ith  respect  to  whic h  
the  e lect ion has been made .

(3 ) Operating mineral interests defined. 
Fo r purposes o f  this subsec t ion, the  t e rm  
“ ope rat ing  m ine ral int e re st ”  inc ludes only  an  

int erest  in  respec t  o f  whic h the  costs o f  pro ­
duc t ion o f  the  m ine ral are require d  to  be  

taken int o  account  by  the  taxpaye r fo r  p ur ­
poses o f  com put ing t he  50 pe rc ent  lim it at ion  

prov ided f o r  in  sect ion 613, o r w o uld  be  so 

required i f  the  m ine, we ll, o r o ther nat ural  
deposit  were  in  the  pro duc t ion  stage.

(4 ) Termination with respect  to mines. 
Except  in  the case o f  o il and  gas wells—

(A )  A n  elec t ion m ade  unde r the  pro v i ­
sions o f  this subsec t ion shall no t  apply  w ith  

respec t  t o  any  t axable  year be g inn ing  af t e r  
Decem ber 31, 1957, and

(B )  I f  a  taxpaye r m akes an  elec t ion unde r  

the  prov isions o f  subsec t ion (c )  (3 ) (B )  fo r  

any  o perat ing m ine ral int e re st  whic h con ­
st i tutes part  o r a l l  o f  an  o perat ing un it , an  

elec t ion m ade  unde r t he  prov isions o f  th is  

subsec t ion shall no t  apply  w i t h  respec t  to  

any  ope rat ing  m ine ral Interest  w h ic h co n ­
st i tutes part  o r al l o f  such ope rat ing  un i t  fo r  

any  t axable  year fo r  w h ic h the  e lec t ion unde r 
subsec t ion (c )  ( 3 ) ( B )  is e ffect ive.

(c )  1958 Special rules as to operating m in ­
eral interests in mines— (1 ) Elect ion to ag­
gregate separate interests. Except  in  the  case 

o f  o il and  gas wells, i f  a t axpaye r owns two  or 

m ore separate  o pe rat ing m ine ral interests 

whic h co nst itute  part  o r a l l  o f  an  o perat ing  

unit , he  m ay  elect  (f o r  a l l  purposes o f  this 
subt i t le ) —

(A )  T o  fo rm  an  aggregat ion o f, and to  

t reat  as one property , al l such interests 

owned by  h im  whic h com prise  any  one m ine  
o r any  two  or m ore  m ines; and

(B )  T o  t reat  as a separate  propert y  each  

such interest  w h ic h is no t  inc luded w i t h in  an  

aggregat ion re fe rred to in  subparag raph  ( A ) .

Fo r purpose s o f  th is paragraph, separate op ­
e rat ing  m ine ral int erests w h ic h const itute  
part  o r al l o f  an  o perat ing un i t  m ay  be  ag ­
gregat ed whe the r o r no t  they  are inc luded in  

a sing le  t rac t  o r parce l o f  land  and whe ther 

or no t  they  are Inc luded in  cont iguous tracts 

o r parcels. Fo r purposes o f  th is paragraph, 
a t axpaye r m ay  elect  t o  fo rm  m ore t han one

aggregat ion o f  o pe rat ing m ine ral interests 

w it h in  any  one  o pe rat ing unit ; but  no  aggre ­
gat io n m ay  inc lude  any  o perat ing m ine ral  
int erest  whic h is a part  o f  a  m ine w i t ho ut  

inc luding  al l  o f  the  ope rat ing m ine ral in t e r ­
ests w hic h are a part  o f  such m ine  in  the first  

t axable  year fo r whic h the e lec t ion to aggre ­
gate  is e ffect ive, and any  o perat ing m ine ral 
int e rest  which the reaf t e r becom es a part  o f  
such m ine  shall be  inc luded in  such aggre ­
gat ion.

(2 ) Election to treat a single interest  as 

more than one property. Except  in  the case  

o f  o il and  gas we lls, i f  a single  t rac t  or parcel  
o f  land contains a m ine ral deposit  whic h is 

be ing extrac ted, o r w i l l  be extrac ted, by  

m eans o f  two  or m ore  m ines fo r w h ic h ex ­
penditure s fo r dev e lo pm ent  o r ope rat ion  

hav e  hav e  been m ade  by  .the t axpayer, then  

the t axpaye r m ay  elect  t o  al lo c at e  to  such  

m ines, unde r regulat ions prescribed by  the  
Secretary  or his delegate , a l l  o f  t he  t rac t  or 

parcel o f  land  and  o f  the  m ine ral deposit  

contained there in, and t o  t re at  as a separate  
propert y  t hat  po rt io n o f  the t rac t  o r parcel  
o f  land  and o f  the  m ine ral deposit  so  al lo ­
cated to each m ine . A  separate propert y  

fo rm ed pursuant  to  an e lect ion unde r this 
paragraph shall be  t reat ed as a separate  

property  fo r a l l  purposes o f  this subt i t le  ( i n ­
c lud ing  this p arag rap h ). A  separate propert y  
so fo rm ed may , unde r regulat ions prescribed  

by  the Sec re tary  o r h is de legat e, be  Inc luded  

as a part  o f an  aggregat ion in  accordance  

w it h  paragraphs (1 )  and  (3 ) ,  bu t  t he  pro v i ­
sions o f  paragraph. (4 ) shall no t  apply  w ith  

respect  to  such separate property . T he  elec ­
t ion pro v ided by  t h is paragraph  m ay  no t  be  

m ade w ith  respec t  to  any  propert y  w h ic h is 
a part  o f  an  aggregat ion fo rm ed by  the t ax ­
paye r unde r paragraph  ( 1 ) except  w i t h  the  
co nsent  o f  the Sec re tary  o r h is de legat e.

(3 ) Manner  and scope of  election— (A )  In  

general. Except  as pro v ided in  subparagraph  

(D ) ,  t he  e lec t ion pro v ided by  paragraph. (1 )  
shall be m ade  fo r each o pe rat ing  m ine ral  
interest , in  accordance w i t h  regulat ions pre ­
sc ribed by  the Sec re tary  oir h is delegate , no t  

lat e r t han the  t im e  prescribed by  law  fo r  
f i l ing  the  re t urn  (in c lud in g  extensions 

t he re o f ) fo r whichev e r o f  the  fo l lo w ing  t ax ­
able  years is the  lat e r: T he  first  t axable  year 

be g inn ing  af t e r Decem ber 31, 1957, o r  the  
f irst  t axable  year in  w h ic h  any  expenditure  

fo r dev e lo pm ent  o r -operat ion in  respec t  o f  
t he  separate ope rat ing  m ine ral inte rest  is 
m ade by  the  t axpay e r af t e r t he  ac quisit ion  

o f  such interest . Except  as prov ided i n  sub- 
paragraph  ( D ) , the e lect ion pro v ided by  p ara ­
g raph ( 2 ) shall be  m ade  fo r  any  property , in  

acco rdance  w i t h  regulat ions prescribed by  
the  Secre tary  o r h is de legat e, n o t  lat e r t han  

the  t im e  prescribed by  law  fo r f i l ing  the  re ­
t urn  (in c lud in g  extensions t he re o f ) fo r 

whichev e r o f  the  fo l lo w ing  t axable  years is 
the lat e r: T he  first  t axable  y ear beg inn ing  

af t e r Decem ber 31, 1957, o r t he  first  t axable  

y ear in  w h ic h  expenditures f o r  dev e lo pm ent  
o r operat ion o f  m o re  t han  one m ine  in  re ­
spect  o f  the  property  are m ade  by  t he  t ax ­
pay e r af t e r the  acquisit io n o f  the  property . 
No  elec t ion m ay  be  m ade  p ursuan t  to  this 

subparagraph f o r  any  o pe rat ing  m ine ral i n ­
t erest  whic h const itutes part  o r a l l  o f  an  

operat ing un i t  i f  t he  t axpaye r m akes an  elec ­
t ion .pursuant  to  subparag raph  (B )  w i t h  re ­
spect  t o  any  ope rat ing m ine ral int e re st  w h ic h  
const itutes part  or a l l  o f  suc h ope rat ing  unit .

(B )  Taxable years beginning before Janu ­
ary 1, 1958. T he  e lect ion pro v ided by  para ­
g raph ( 1 ) m ay , at  the  e lec t ion o f  t he  t ax ­
paye r, be m ade  f o r  each o pe rat ing  m ine ral  
interest , in accordance w i t h  regulat ions pre -
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scribed by  the  Sec re tary  o r h is delegate , 
w it h in  the  t im e  pro v ided in  subparag raph  

(D ) ,  f o r  whichev e r o f  the  fo l lo w ing  t axable  

years is the  lat e r (n o t  inc lud ing  any  t axable  

y ear in  respec t  o f  w h ic h  an  assessm ent o f  
defic iency  is prev ented o n the  date  o f  the  , 
enac tm ent  o f  the  T echnical A m endm ents 

A c t  o f  1958 by  the  operat ion o f  any  law  or 

rule  o f  l a w ) : T he  first  t axable  y ear o f  the  

taxpay e r whic h beg ins af t e r De cem ber 31,
1953, and ends af t e r A ugust  16, 1954, o r the  

f i rst  t axable  year in  whic h any  expenditure  

fo r  de v e lo pm ent  o r operat ion in  respec t  o f  
t he  separate ope rat ing  m ine ral inte rest  is 

m ade  by  the  taxpay e r af t e r the  acquisit io n o f  
suc h interest . T he  elec t ion pro v ided by  

paragraph  ( 2 ) may , at  the e lec t ion o f  the  

taxpaye r, be  m ade  fo r any  property , in  ac ­
co rdance  w i t h  regulat ions prescribed by  the  

Sec re tary  o r his de le gate , w i t h in  t he  t im e  

prescribed in  subparagraph (D ) ,  f o r  w h ic h ­
ever o f  t he  fo l lo w ing  t axable  years is the  

lat e r (n o t  inc luding  any  t axable  y ear in  re ­
spec t  o f  w h ic h  an  assessm ent o f  defic iency  

is prev ent ed o n the  date  o f  the  enac tm ent  o f  
the  T ec hn ic al Am endm ents Ac t  o f  1958 by  

t he  ope rat io n o f  any  law  or rule  o f  l a w ) : 
T he  f irst  t axable  y ear be g inn ing  af t e r De ­
c em ber 31, 1953, and  e nd ing  af t e r A ugust  16,
1954, o r the  first  t axable  y ear in  whic h ex ­
penditure s f o r  dev e lo pm ent  o r ope rat io n o f  
m ore  t han  one m ine  in  respec t  o f  the  p ro p ­
erty  are m ade  by  the  t axpaye r af t e r the  

acquisit io n o f  the  property .
(C )  Effect. A n  e lec t ion m ade  unde r para ­

g raph  ( 1 ) o r ( 2 ) shall be  bind in g  upo n  the  

t axpay e r f o r  a l l  subsequent  t axable  years, 
except  t hat  the  Secre tary  or h is de le gate  m ay  

consent  t o  a  d i ff e rent  t reatm e nt  o f  any  i n ­
te rest  w i t h  respec t  t o  w h ic h an  e lect ion has 

bee n m ade . ^
(D )  Elect ion after final regulations. No t ­

w i t hst and ing  any  o ther pro v ision o f  this 

paragraph  the  t im e  fo r  m ak ing  an  e lect ion  

unde r paragraph  ( 1 )  o r ( 2 ) shall no t  expire  

prio r t o  t he  first  day  o f  the  first  m o nt h  wh ic h  

beg ins m ore  t han  90 days af t e r the  date  o f  
public at io n  in  the Fe d e r al  Re g is t e r  o f  f inal 
regulat ions issued unde r t he  autho ri t y  o f  th is 

subsec t ion.
(E )  Statute Of l imitations. I f  the t ax ­

pay e r m akes an  e lect ion pursuant  to  sub- 
paragraph  (B )  and  i f  'assessm ent  o f  any  

de fic iency  f o r  any  t axable  y ear re sult ing  

f ro m  such elec t ion is prev ent ed on the  first  

day  o f  the  first  m o nt h  whic h beg ins m ore  

t h an  90 days af t e r t he  date  o f  public at io n  

i n  t he  Fe d e r al  Re g is t e r  o f  f inal regulat ions 

issued unde r autho ri t y  o f  this subsec t ion, 
or at  any  t im e  w i t h in  one y ear af t e r such  

day , by  the  operat ion o f  any  law  or rule  o f  
law , suc h  assessm ent may , neverthe less, be  

m ade  i f  m ade  w i t h in  one  year af t e r such day . 
A n  elec t ion by  a taxpay e r pursuant  t o  sub- 
paragraph  (B )  shall be  considered as a c o n ­
se n t  to  t he  assessm ent pursuant  t o  this 

subparag raph  o f  any  such defic iency . I f  re ­
f un d  or credit  o f  any  o v erpay m ent  o f  incom e  

t ax  re sult ing  f ro m  an  e lect ion m ade  pursu ­
an t  t o  subparag raph  (B )  is prev ented on 

such day , o r at  any  t im e  w i t h in  one year 

af t e r such day , by  the  operat ion o f any  law  

o r rule  o f  law , re fun d  or credit  o f  such o v er ­
pay m e nt  may , neve rthe less, be  m ade  or a l ­
lo wed i f  c laim  the re fo r is fi le d w i t h in  one  

y ear af t e r suc h day . T h is subparag raph  shall  
no t  app ly  t o  any  taxable  y ear in  respec t  o f  
w hic h an  assessm ent o f  a  defic iency , o r a 

re fun d  or credit  o f  an  ov erpay m ent , as the  

case m ay  be ; is prev ented by  the  operat ion  

o f  aqy  law  o r rule  o f  law  on t he  date  o f  the  

enac tm ent  o f  the  T echnical Am endm ents 

Act  o f  1958.
(4 ) Special rule as to deductions under  

section 615(a) prior to aggregation— (A )  In  

general. I f  an  aggregat ion o f  o pe rat ing m in ­

e ral int erest s fo rm ed unde r paragraph  ( 1 ) 

inc ludes any  interest  o r int erests in  respect  

o f  w h ic h explo rat ion expenditures, paid or 

inc urred af t e r the  ac quisit ion o f such in ­

terest  o r interests, were deduct ed by  the t ax ­

pay e r unde r sect ion 6 15 (a) f o r  any  t axable  

y ear a l l  o r any  po rt ion o f  whic h precedes the  

date  on w h ic h  such aggregat ion becom es 

effect ive, o r the  date  on w h ic h such interest  

or inte rest s becom e a  part  o f  such aggrega ­
t io n  (as t he  case m ay  b e ) ,  t he n the  tax  

im posed by  this chapt e r fo r  such t axable  

y ear shall be  recom puted as pro v ided in  sub- 
paragraph  ( B ) . I n  the  case o f  any  t axable  

y ear beg inn ing  be fo re  January  .1, 1958, this 

subparag raph  shall apply  t o  explo rat ion ex ­
pe nditure s deduct ed in  respec t  o f  any  in ­
te rest  o r interest s fo r such t axable  year, only  

i f  such interest  o r inte rest s co nst itute  part  

o r al l o f  any  ope rat ing  un i t  w i t h  respec t  t o  

whic h t he  t axpaye r m akes an  e lect ion p ur ­
suant  t o  paragraph  (3 ) (B )  w h ic h is app li ­
c able  w i t h  respec t  t o  such t axable  year.

(B )  Recomputat ion of  tax. A  re c om puta ­
t io n  o f  the  tax  im posed by  this chapt e r shall  
be m ade  fo r  each t axable  y ear desc ribed in  

subparag raph  (A )  fo r  w h ic h explo rat ion ex ­
penditure s were deduc t ed as though, fo r  each  

such year, an  elec t ion h ad  been m ade  to  

aggregate  t he  separate o pe rat ing m ine ral  
int erest  o r int erests w i t h  respec t  t o  w h ic h  

such explo rat ion expenditures were deduct ed  

w it h  those ope rat ing m ine ral interest s i n ­
c luded in  t he  aggregat ion fo rm ed unde r  

paragraph ( 1 ) in  respec t  o f  whic h any  ex ­
pe nditure  fo r  explo rat ion, dev e lo pm ent , or 

operat ion had  been m ade  by  the  taxpaye r 

be fore  o r during  the  t axable  y ear t o  w h ic h  

such elec t ion w o uld  apply . A  recom putat ion  

o f  t he  t ax  im posed by  this chapt e r (o r  by  the  

co rresponding prov isions o f  the  In t e rnal  
R ev enue  Code o f  1939) shall also  be  m ade  fo r  

t axable  years affec ted by  t he  recom putat ion  

desc ribed in  the  prec eding sentence . I f  the  

t ax  so recom puted f o r  any  t axable  y ear o r 

years, by  reason o f  t he  applic at io n  o f  th is 

paragraph, exceeds the t ax  liabi l i t y  pre v i ­
ously  de te rm ined f o r  such year o r years, such  

excess shall be  t aken int o  ac count  in  the  

f irst  t axable  y ear t o  w h ic h  the  e lec t ion t o  

aggregat e unde r paragraph ( 1 ) applies and  

succeeding t axable  years as prov ided in  sub- 
paragraph ( C ) .

(C )  Increase in tax. T he  t ax  im posed by  

t h is chapt e r fo r  t he  fi rst  t axable  y ear t o  

whic h the  e lec t ion to  aggregate  unde r para ­
g raph  ( 1 ) applies, an d  fo r  each succeeding  

t axable  y ear un t i l  t he  f u l l  am o unt  o f  the  

excess desc ribed in  subparag raph  (B )  has 

been t aken int o  account , shall be  inc reased  

by  an  am o unt  e qual to  the  quo t ient  obtained  

by  d iv id ing  such excess by  the  t o t al num be r  

o f  t axable  years desc ribed in  subparagraph  

( A )  in  respec t  o f  which—
( i )  Explo rat io n expenditures were de ­

duc t ed by  the  taxpaye r unde r sect ion 6 1 5 (a ), 
and

( i i )  T he  recom putat ion o f  t ax  desc ribed in  

t he  first  sentence o f  subparagraph (B )  re ­
sults in  an  inc rease in  t ax  or a reduc t ion o f  
a ne t  ope rat ing loss.

I f  the  t axpay e r dies o r ceases to  exist, t he n  

so m uch o f  the  excess desc ribed in  subpara ­
g raph (B )  as was no t  t aken int o  account  

unde r the preceding sentence fo r  t axable  

years preceding such death, or such cessat ion  

o f  existence, shall be  t aken int o  acco unt  fo r  

the t axable  y ear in  whic h such death, or 

such cessat ion o f  existence, occurs.
(D )  Basfs adjustment . I f  the  tax  l iabi li t y  

o f  a t axpaye r is inc reased by  reason o f  the  

appli cat io n o f  th is paragraph, proper ad just ­
m ents shall be  m ade  w i t h  respec t  t o  the  basis 

o f  the aggregated propert y  owned by  such  

taxpay er, in  acco rdance  w i t h  regulat ions p re ­
sc ribed by  t he  Sec re tary  o r his de legat e, as 

t ho ugh  t he  t ax  l iabi l i t y  o f  the  taxpaye r fo r  

t he  prio r t axable  y ear o r year's had been  

dete rm ined in  acco rdance  w i t h  the  recom pu­
t at io n  o f  t ax  desc ribed in  subparagraph ( B ) .

(5 ) Operating mineral interests defined. 
Fo r purposes o f  t h is subsec t ion, the  t e rm  

“ o pe rat ing m ine ral int e re st ”  has the  m eaning  

as assigned t o  i t  by  subsec t ion (b )  (3 ) .
(d )  1939 Code treatment  with respect, to 

operating mineral interests in case of  oi l  and

gas wells. I n  t he  case o f  o il and gas wells, 
any  t axpaye r m ay  t reat  any  property  (deter­
m ine d as i f  the  In t e rnal R ev enue  Code of 
1939 co nt inued t o  app ly ) as i f  subsections 

(a )  and (b )  h ad  no t  be e n  enac ted. I f  any 

such t reatm ent  w o uld  const itute  an aggrega­
t ion unde r subsec t io n ( b ) ,  such treatment  

shall be  t aken int o  ac count  in  apply ing sub­
sect ion (b )  to  o ther propert y  o f  the  taxpayer.

(e )  Special rule as to  nonoperating min­
eral interests— (1 ) Aggregation of  separate 

interests. I f  a taxpay e r owns two  or more 

separate no no pe rat ing  m ine ral interests in 

a single  t rac t  o r parce l o f  land  or in two or 
m ore  ad jac e nt  t rac ts o r parc e ls o f  land, the 

Sec re tary  o r h is de le gate  shall, o n  showing 

by  t he  t axpay e r t hat  a princ ipal purpose is 
no t  the  av o idance  o f  tax , pe rm it  the  taxpayer 
t o  t reat  ( f o r  a l l  purpose s o f  t h is subt it le ) all 
such m ine ral interest s in  each separate kind 

o f  m ine ral deposit  as one property . I f  such 

perm ission is grant ed f o r  any  t axable year, 
the  t axpay e r shall t re at  such interests as one 

propert y  fo r  a l l  subsequent  taxable  years 

unle ss t he  Sec re tary  o r h is de le gat e  consents 

t o  a  di ff e rent  t reatm ent .
( 2 ) Nonoperating mineral interests de­

fined. Fo r purposes o f  t h is subsection, the 

t e rm '  “ no no pe rat ing  m ine ral interests”  in­
c ludes o nly  interest s w h ic h  are  no t  operat ­
ing  m ine ral interest s w i t h in  t he  meaning of 
subsec t ion ( b ) ( 3 ) .

[Sec . 614 as am ended by  sec. 37, Technical 
A m endm ents Act , 1958 (72 Stat . 1633) ]

§ 1.614—0 Int roduct ion.

S ection  614 rela tes to th e definition of 
p roperty and to th e variou s  special rules 
b y means o f w h ich  taxpayers are per­
m itted  to aggrega te separa te properties. 
Th ese ru les a re set fo rth  in  detail in 
§§ 1.614-1 throu gh  1.614-6. Section
1.614- 1 sets forth  ru les u nder section 
614(a ) rela tin g to the defin ition  of the 
term  “p roperty” . S ection  1.614-2 con­
ta ins th e ru les rela tin g to the election 
u nder section 614(b ) to a ggregate oper­
a tin g m inera l interests. In  the case of 
mines, the ru les conta ined  in  § 1.614-2 
are applicab le on ly to taxab le years be­
ginn ing b efore Janu ary 1,1958, to which 
the In tern a l Revenu e C ode o f 1954 ap­
plies. In  th e case o f oil and  gas wells, 
the ru les conta ined - in  § 1.614-2 are ap­
p licab le fo r  a ll taxab le years to which 
the 1954 C ode applies. In  the case of 
oil and gas wells, the ta xpayer may, how­
ever, trea t any opera ting m inera l inter­
ests as if section  614 (a )  and (b ) had not 
b een enacted. I f  any opera ting mineral 
in terests a re so trea ted , th e ru les con­
ta ined  in  § 1.614-2 a re n ot applicable to 
such in terests and  such interests are 
sub ject to th e ru les set forth  in  § 1.614-4 
rela tin g to th e 1939 C ode treatment of 
separate opera ting m inera l interests in 
the case o f oil and gas wells. Section
1.614- 3 prescrib es th e ru les relating to 
the election  u nder section 614(c) (1) per­
m ittin g the a ggregation  o f operating 
m inera l in terests in  the cases of mines 
fo r  taxab le years  b eginning a fter  Decem­
b er 31, 1957. Section  1.614-3 also sets 
forth  ru les rela tin g to the election under 
section 6 1 4 (c )(2 ) in  the case of mines 
b y means o f wh ich  a  taxpayer is per­
m itted  to  trea t a single opera ting mineral 
in terest as m ore than  one such interest 
fo r  taxab le years  b eginn ing a fter Decem­
b er 31, 195.7. A t the election  o f the tax­
payer w ith  respect to an  opera ting unit, 
the ru les conta ined in  § 1.614-3 are also 
applicab le to taxab le years beginning be­
fore Janu ary 1, 1958, to which the 1954 
Code applies. I f  the taxpayer makes
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such an election, the ru les conta ined in  
§ 1.614-2 are not applicab le to any o f the 
operating m inera l in terests w hich  are 
part of the opera ting u nit w ith  respect 
to which the election described in  
§ 1.614-3 is made. S ection  1.614-5 sets 
forth the ru les rela tin g to the a ggrega ­
tion of nonopera ting m inera l interests. 
Section 1.614-6 contains the ru les rela t­
ing to basis, hold ing period, and aban ­
donment and casu alty losses where 
properties have been aggregated.

§ 1.614-1 De f in i t io n o f  propert y .

(a ) General rule. (1 ) For purposes 
of subtitle A  o f the In tern a l Revenu e 
Code of 1954, in  the case o f mines, wells, 
and other natu ra l deposits, the term  
“property” means each separate in terest 
owned by the ta xpayer in  each minera l 
deposit in  each separate tra ct or parcel 
of land.

(2) The term  “in terest” means an 
economic interest in  a  m inera l deposit. 
See paragraph (b ) o f § 1.611-1. Th e 
term includes w orking or opera ting in ­
terests, royalties, overrid ing royalties, 
production payments and n et profits 
interests. .

(3) The term “tra ct or parcel o f land” 
is merely descriptive o f the physica l scope 
of the land to which the ta xpayer’s in ­
terest relates. It  is not descriptive o f the 
nature of his rights  or interests in  the 
land. A ll contiguous areas (even  thou gh 
separately describ ed) inclu ded in  a 
single conveyance or gran t or in  separate 
conveyances or grants  a t the same tim e 
from the same ow ner constitu te a single 
separate tract or parcel o f land. Areas 
included in  separate conveyances or 
grants (w hether or not a t the same tim e) 
from separate owners are separate tracts’ 
or parcels of la nd  even thou gh the areas 
described may be contiguous. I f  the ta x ­
payer’s rights or interests w ith in  the 
same tract or pa rcel o f land a re dissimi­
lar, then each such diss imilar in terest 
constitutes a  separate property. I f  the 
taxpayer’s rights or in terests (w heth er 
or not dissimilar) w ith in  the same tra ct 
or parcel of land rela te to m ore than  one 
separate minera l deposit, then  h is in ­
terest with respect to each such separate 
deposit is a separate property.

(4) U pon the tran s fer o f a  “p roperty” 
in any transaction in  w hich  the basis 
of such property in  the hands o f the 
transferee is determined by reference to

/ *!?asis ° *  such Pr°Penty in  the hands 
of the transferor, such p roperty shall, 
notwithstanding the provisions o f sub- 
paragraph (3 ) o f th is  paragraph, reta in  
tne same status and id en tity in  the hands 

° i +?e transferee as it had in  the hands 
oi the transferor. See pa ra gra ph  (c ) o f 
H.614-6 if the tra n s feror has made a 

winding election to trea t a separa te m in ­

eral interest as a  separate property, to 
reat a separate m inera l in terest as more 

than one property under section 614 (c), 
or to treat two or m ore separate m inera l 

nerests. as an aggregated  property 
under section 614 (b ),  (c ) , or (e ) .

5) The provisions o f this paragraph
y be illu strated by the follow in g ex ­

amples:

W  • A  t axpaye r owns one t rac t  o f  

t l n o t ^ f er whlch li e  three  separate and d is- 
Ct seams o f  coal. T herefo re, the taxpaye r

owns three separate m ine ral Inte rests each 
o f  which const itutes a separate property .

Example • (2 ) .  A  t axpaye r co nducts m in ing  

operat ions on e ight  t rac ts o f  lan d  as a  single  

unit . He acquired his interest s in  each o f  
the  e ight  t rac ts f ro m  separate owners. Ev en  

i f  each t rac t  o f  land contains part  o f the  same  

m ine ral deposi t , t he  taxpaye r owns e ight  
separate m ine ral int erest s each o f  whic h  
const itutes a separate property .

Example (3 ).  A  t axpay e r owns a t rac t  o f  
land unde r whic h lies one m ine ral deposit . 
T he  t axpaye r operat es a we ll on part  o f  the  

t rac t  and  leases to  ano ther operato r the  
m ine ral right s in  the rem ainder re t ain ing  a 

roy alt y  inte rest  the re in. T he  taxpaye r t he re ­
af t e r owns two  separate m ine ral interests 
each o f  which co nst itutes a separate  propert y .

Example (4 ).  I n  1954, a t axpaye r acquires 

f ro m  a single  owner, in  a single deed, three  
noncont iguous t rac t s o f  m ine ral land fo r 

a  single  considerat ion. Ev en i f  each trac t  

contains part  o f  the  sam e m ine ral deposit , 
the  t axpaye r owns three  separate m ine ral in ­
terests each o f  which const itutes a separat e  
propert y ;

Example (5 ) .  I n  1954, t axpaye r A  sim ul ­
t aneously  acquires in  fe e  two  cont iguous 

t rac ts o f  m ine ral land  f ro m  two  separat e  

owners. T he  sam e m ine ral deposit  underlies 
bo th tract s. T hereaft e r, taxpaye r A  owns 

two  separate m ine ral int erests each o f  which  
const itutes a separate property .

Example (6 ) .  Assum e that  in  1955, t ax ­
paye r A, in  exam ple (5 ) ,  leases the  t w o .c o n ­
t iguous t rac ts o f  m ine ral land t hat  he  

acquired in  1954 to  taxpaye r B  by  m eans o f  a 
single  lease. T hereaft e r, taxpaye r B  owns 

one m ine ral int erest  w h ic h const i tutes a 

separat e  propert y  fo r such t im e  as the lease 
cont inues in  existence.

Example (7 ) .  Assum e that  in  1955, t ax ­
pay e r A , in  exam ple  (5 ) ,  se lls at  the sam e  

t im e  all the m ine ral land  he  acquired in 1954 

to  t axpaye r B. T he reaft e r, t axpaye r B  owns 

one m ine ral inte rest  which const i tutes a 
separate propert y . I f  taxpaye r B acquires the  
m ine ral land in  a t ransac t io n in  w h ic h the  

basis o f  such m ine ral land in  his hands is 

de te rm ined by  reference  t o  the  basis o f  such  
m ine ral land in  t he  hands o f  t axpaye r A , 
t he n taxpaye r B  owns two  separate m ine ral 
int erests each o f  which const i tutes a separat e  
property .

Example ( 8 ).  I n  1954, taxpaye r A  sim ul ­
t aneously  ac quires two  cont iguous leaseho ld  
int erests f ro m  two  separate owners. T he  

sam e m ine ral deposit  unde rlies bo th  tracts. 
T hereaft e r, t axpay e r A  owns two  separate  

m ine ral int erests each o f  whic h const i tutes 
a separate propert y .

Example (9 ).  I n  1955, t axpaye r A, in  ex ­
am ple  ( 8 ) ,  sim ult aneously  assigns the  two  

leases to  taxpaye r B. T hereaft e r, taxpaye r 

B  owns two  separat e  m ine ral interests each 
o f  w h ic h const itutes a separate  propert y .

(b ) Separation of interests treated as 
“single property ’’ under prior regula­

tions. E ach separate m inera l in terest 
which, in  accordance w ith  paragraph
(a ) o f this section, is a separa te property 
shall be so treated, notw ithstanding the 
fa ct tha t the ta xpayer u nder pa ragraph
(i)  o f § 39.23 (m ) - l  o f Regu la tions  118 
(26 C F R  (1939) 39.23 ( m ) - l ( i ) ) and cor ­
responding provisions of p rior regu la ­
tions m ay have trea ted  m ore than  one of 
such interests as a “single p roperty.” 
Th e basis o f each such separate property 
must be estab lished by a reasonab le 
method. See, however, section 614 (b ),
(c ) ,  (d ) ,  and (e ) and  §§ 1.614-2, 1.614-3,
1.614-4, and 1.614-5 fo r  specia l ru les re ­
la tin g to the trea tm ent o f tw o or m ore 
separa te m inera l interests as a single 
property.

(c ) Treatment, of a waste bank or 
residue. A  waste b ank or residu e of

prior m in ing, the extra ction  of ores or 
m inera ls from  w hich  is trea ted  as m in ­
in g u nder section 613(c) (3 ),  sha ll not be 
considered to be a separate m inera l de­
pos it but is a pa rt o f the m inera l deposit 
from  which it was extracted. However, 
if  the ow ner o f such waste bank or res i­
due has disposed o f the deposit from  
which  the waste b ank or residue was 
accumu lated, or if the waste bank or 
residu e cannot p racticab ly b e attribu ted 
to a  pa rticu la r deposit o f the owner, the 
waste bank or residue w ill be rega rded 
as a separate deposit.

§ 1 .614-2  Ele c t ion to aggregate  separate  

ope rat ing  m ineral interests unde r  
sect ion 6 1 4 (b ) .

(a ) G eneral rule. A  ta xpayer who 
owns two or m ore separate opera ting 
m inera l interests, which constitu te part 
or a ll o f an opera ting u nit, m ay elect 
u nder section 614(b ) and th is  section toA 
form  one a ggregation  o f any tw o or m ore 
o f such opera ting m inera l in terests and 
to trea t such aggrega tion  as one prop ­
erty. A n y opera ting m inera l interest 
which the taxpayer does not elect to in ­
clude w ith in  the a ggregation  w ith in  
the tim e prescrib ed in  pa ragraph  
•(d) o f this section shall be trea ted  
as a separate property. Th e a g ­
grega tion  o f separate properties which 
resu lts from  exercising the election  shall 
be considered as one p roperty fo r  a ll pu r ­
poses o f su btitle A  o f th e In tern a l'R ev ­
enue Code o f 1954. Th e preced ing sen ­
tence does not preclude the use of m ore 
than  one account u nder a single method 
of'com pu tin g deprecia tion  or the use of 
more than  one m ethod  o f com pu ting d e ­
p recia tion  u nder section 167, if  oth er ­
w ise proper. A n y reasonab le and con ­
s istently applied method  or methods of 
compu ting deprecia tion  o f the im prove ­
ments made w ith  respect to the separate 
properties a ggregated  m ay be continu ed 
in  accordance w ith  section 167 and the 
regu lations thereu nder. * O pera ting in ­
terests in  d ifferen t minera ls w hich  com ­
prise pa rt or a ll o f th e same opera ting 
u n it m ay be inclu ded in  the aggregation. 
It  is  not necessary fo r  purposes o f the 
a ggregation  th a t the separa te opera ting 
m inera l interests be inclu ded in  a  single 
tra ct or pa rcel o f land  or in  contiguous 
tracts or parcels o f land so long as such 
interests a re a pa rt o f the same opera t­
in g u nit. U nder section 614 (b ), a ta x ­
payer cannot elect to form  m ore than  
one aggrega tion  o f separate opera ting 
m inera l in terests w ith in  one opera ting 
unit. For definitions o f “opera ting m in ­
era l in terest” and “opera ting u n it” see 
respectively paragraphs (b ) and (c ) of 
th is  section.

•(b ) O perating mineral interes t de­

fined. Th e term  “opera ting m inera l in ­
terest” means a  separate m inera l in ter ­
est as described in  section 614 (a ), in  
respect o f wh ich  the costs o f produ ction  
are requ ired to b e taken  in to account 
by the ta xpayer fo r  purposes o f compu t­
in g the lim ita tion  o f 50 percent o f the 
ta xab le income from  the p roperty in  
determ in ing the dedu ction fo r  percen t­
age dep letion  compu ted u nder section 
613, or such costs w ou ld be so requ ired 
to be taken  in to account if th é mine, 
well, or-  oth er natu ra l deposit w ere in  
the produ ction  stage. Th e term  does
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not inclu de roya lty in terests or sim ilar 
interests, such as produ ction  paym ents 
or net profits interests. F or the purpose 
o f determ in ing w hether a  m inera l in ter ­
est is an  opera ting m inera l interest, 
“costs o f produ ction” do not inclu de in ­
tangib le d rillin g and development costs, 
exp lora tion  expenditu res u nder section 
615, or developm ent expenditu res u nder 
section  616. Taxes, such as produ ction 
taxes, payab le by holders o f nonopera t­
in g interests are not considered costs of 
produ ction  fo r  this purpose. A  taxpayer 
m ay not aggregate opera ting m inera l in ­
terests and nonopera ting m inera l in ter ­
ests such as roya lty interests.

(c ) O perating unit defined. (1 ) Th e 
term  “opera ting u n it” refers  to the op ­
era tin g m in era l in terests wh ich  are 
opera ted  together fo r  the pu rpose o f p ro ­
du cing minerals. A n  “opera ting u n it” 
o f a  pa rticu la r ta xpayer must be deter ­
m ined  on  the basis o f h is own operations. 
I t  is recogn ized  th a t opera ting u nits may 
n ot b e u n iform  in  the variou s natu ra l 
resou rces indu stries or in  any one o f the 
natu ra l resources industries, such as 
coal, oil and gas, and the like. As  to 
a  pa rticu la r taxpayer, business reasons 
m ay requ ire the form a tion  o f opera ting 
u nits th a t va ry in  size and content. Th e 
term  “opera ting u n it” refers  to a  p ro ­
du cing u nit, and not to an adm in istra ­
tive or sales organization. Am ong the 
fa ctors  w hich  indica te th a t m inera l in ­
terests a re opera ted  together as a  u nit 
are—

(1) C omm on field  or opera ting per ­
sonnel,

( ii)  C ommon supply and ma intenance 
facilities ,

( iii)  C ommon processing or trea t­
m ent plants, and

(iv ) C omm on storage facilities .

H ow ever, opera ting m inera l interests 
w h ich  a re geogra ph ica lly w idespread 
m a y n ot b e trea ted  as pa rts  o f the same 
opera tin g u n it m erely because a  single 
set o f accou nting records, a  single ex ­
ecu tive organ iza tion , or a  single sales 
force is m a in ta ined  by the ta xpayer w ith  
respect to such interests, or m erely b e­
cause the produ cts o f such in terests are 
processed a t the same trea tm ent plant.

(2 ) I f  aggregated , an  u ndeveloped 
opera tin g m in era l in terest shall b e a ggre ­
ga ted  on ly w ith  those interests w ith  
w h ich  it w ill be operated as a  u n it when 
it reaches the. produ ction stage.

(3 ) W h ile a  ta xpayer m ay opera te an 
opera tin g m in era l in terest throu gh  an 
agent, a  coow ner m a y aggregate on ly 
his opera tin g m in era l in terests th a t are 
actu a lly opera ted  as a  u nit. F or ex ­
ample, if  A  owned and actu ally operated 
the en tire w orkin g in terest in  lease X  
and also owned an  u ndivided fra ction  o f 
lease Y  in  w hich  B  owned the rem a in ­

in g in terest and w hich  B  actu ally op ­

era ted  as a  u n it w ith  lease Z, A  m ay 

n ot aggrega te his in terest in  lease X  

w ith  his u nd ivided in terest in  lease Y , 

since they a re n ot actu ally opera ted as 

a  unit.
(4 ) Th e determ ination  o f th e ta x ­

payer as to w ha t constitu tes an  opera t­

in g u n it is to b e accepted unless there 

is  a  clea r and convincing basis fo r  a 

change in  such determ ination .

(d ) M anner and scope of election—
(1 ) E lection ; w hen made, ( i)  E xcept 
as provided  in  su bparagraph <t2 ) ( ii)  o f 
th is  paragraph , the election  u nder sec­
tion  614(b ) and pa ra gra ph  (a ) o f this 
section to trea t an opera ting m inera l 
in terest as p a rt o f an  aggregation  shall 
b e made n ot la ter than  the tim e p re ­
scrib ed b y law  fo r  filin g the ta xpayer’s 
incom e ta x  retu rn  (inclu ding extensions 
th e reo f), fo r  w h ichever o f  the follow in g 
taxab le years  is the la ter:

(a ) Th e firs t taxab le yea r b eginning 
a fter D ecember 31, 1953, and ending 
a fter  Au gu st 16, 1954, or

(b ) Th e firs t taxab le year in  which 
any expenditu re fo r  exp loration , devel­
opment, or opera tion  in  respect o f the 
separate opera ting m inera l in terest is 
made by the ta xpayer a fter  the acqu isi­
tion  o f such interest.

See, however, pa ragraph  (c ) o f § 1.614-6 
as to the b inding effect o f an  election 
where the basis of a separate opera ting 
m inera l in terest in  the hands of the ta x ­
payer is determ ined by reference to the 
basis in  the hands o f a transferor. Th e 
election u nder section 614(b ) may n ot be 
made w ith  respect to any taxab le yea r 
b eginn ing a fter  D ecember 31, 1957, ex ­
cep t in  the case of oil and gas wells. See 
pa ragraph  (e ) o f this section fo r  ru les 
w ith  respect to the term ina tion  of the 
election  u nder section 614(b ) except in  
the case of oil and gas wells. I f  an ex ­
penditu re has been made in  respect o f a 
separate opera ting minera l interest, it is 
im m ateria l w hether or not any proven  
deposit has been discovered w ith  respect 
to such in terest w hen such expenditu re 
has been made. Th e provisions o f this 
subdivision m ay be illu stra ted by the fo l ­
low ing exam ple:

Example. T axpay er A  is pro duc ing fro m  

an  o il and  gas ho riz o n and in  1958 he  dri lls 
f o r  t he  purpose  o f  lo cat ing a deeper ho riz on  
w hic h w i l l  he operat ed in  the  sam e operat ing  
un i t  as the  uppe r pro duc ing  horiz on. A t  the  

end o f  the  t axable  y ear 1958 he  has expended  
$50,000 d ri l l in g  fo r  t he  purpose  o f  lo cat ing  
a deeper ho riz o n alt ho ugh  at  such t im e  

the re  is no  assurance  t hat  such a ho riz o n  
w i ll  be  fo und. I f  t axpaye r A  desires to. ag ­
gregate t he  deeper horiz on, i f  fo und, w i t h  
the  uppe r ho riz on unde r sect ion 6 1 4 (b), he  

m ust  e lec t  t o  do  so in  his re t urn  fo r 1958. 
I f  t he  e lect ion t o  aggregate  the  uppe r and  
lower- ho rizons as one propert y  is m ade, the  
dri l l ing  expenditures w i t h  respec t  t o  the  

prospect ive lo wer ho riz on m ust  be  t aken  
int o  account  along w i t h  the  incom e and  

expenses w i t h  respec t  to  the  uppe r pro duc ­
ing  ho riz o n in  c o m put ing  the  deple t ion a l ­
lowance  o n  the  aggregated property .

H ow ever, where expenditu res fo r  devel­
opment of, or produ ction  from , a  p a rtic ­
u lar m inera l deposit resu lt in  the discov­
ery o f another m inera l deposit, the elec­
tion  w ith  respect to such oth er deposit 
shall be made fo r  the taxab le yea r in  
wh ich  it is discovered and not fo r  the 
taxab le yea r in  w hich  th e expenditu res 
w ere first made wh ich  resu lted in  such 
discovery.

(ii). E xcept in  the case o f oil and gas 

wells , if a  ta xpayer fa ils  to make an elec ­

tion  u nder section 614(b ) to aggregate 

a  pa rticu la r opera ting m inera l interest 

on  or b efore the tim e prescrib ed fo r  the 

m aking o f such election, such in terest 

w ill b e trea ted  as if an  election  had  been

made u nder section 614(b ) to trea t it as 
a  separate property and it cannot be in­
cluded in  any a ggregation  w ithin  the 
opera ting u n it o f which it is a  pa rt unless 
the taxpayer ob tains the consent of the 
Commissioner. However, w here the tax­
payer owns m ore than  one property 
w ith in  an  opera ting u nit, bu t has elected 
to trea t such properties separately and 
one or more additiona l operating min­
era l interests a re subsequently acquired, 
any one or m ore o f the la tter may be 
aggregated  w ith  one o f the existing sep­
a ra te properties w ith in  the operating 
u n it bu t not w ith  m ore than  one of them 
since they cannot be va lid ly aggregated 
w ith  each other.

(iii)  In  the case o f oil and gas wells, 
if the ta xpa yer fa ils  to make an election 
u nder section 614(b ) w ith  respect to a 
pa rticu la r opera ting m inera l interest on 
or b efore the tim e prescrib ed for the 
m aking o f such election, the taxpayer 
shall be deemed to have trea ted  such in­
terest u nder the provisions o f section 614
(d ) .  See section 614(d) and §1.614-4.

(iv )  For purposes o f section 614(b), 
the acqu isition o f an  option  to acquire 
an  economic in terest in  minera ls in place 
does not constitu te the acqu isition of a 
m inera l interest. Thus, a taxpayer who 
makes expenditu res fo r  the exploration 
o f m inera ls on  a pa rticu la r tra ct under 
an option  to acqu ire an economic inter­
est in  minera ls in  place is not required 
to make an  election  w ith  respect to such 
in terest at th a t time. Furthermore, the 
election  need not be made in  the taxable 
yea r in  which paym ents are made for 
the acqu isition o f a lease, such as the 
paym ent o f a bonus, unless exploratory, 
development, or opera tion  expenditures 
a re made th erea fter w ith  respect to the 
p roperty in  tha t year.

(2 ) E lection ; how made, ( i)  The elec­
tion  u nder section 614(b ) mu st be made 
by a statem ent attached  to the income 
ta x retu rn  o f the ta xpayer fo r  the first 
taxab le yea r fo r  w hich  the election is 
made. Th is  sta tem ent sha ll indicate 
tha t the taxpayer is m aking an  aggre­
ga tion  o f separate opera ting mineral 
interests w ith in  an  opera ting u nit under 
section 614(b ) and sha ll conta in  a de­
scription o f the aggrega tion  and describe 
the opera ting m inera l interests within 
th e opera ting u n it w h ich  are to be 
trea ted  as separate properties  apart from 
the aggregation . A  genera l description, 
accompanied by maps appropriately 
marked, w hich  accu ra tely circumscribes 
the scope o f the aggrega tion  and identi­
fies the properties w hich  are to be treated 
separa tely w ill b e su fficient. Th e state­
m ent shall also conta in  a description of 
the opera ting u n it in  su fficient detail to 
show th a t the a ggregated  operating min­
era l in terests are properly w ith in  a single 
opera ting u nit. See pa ra gra ph  (c) of 
th is section. Th e ta xpayer shall main­
ta in  adequ ate records and maps in sup­
port o f the above in form ation . In  the 
event expenditu res a re firs t made on an 
opera ting m inera l in terest w ith in  an op­
era ting u n it a fter  an  election  w ith re­
spect to the aggrega tion  o f interests in 
th a t opera ting u n it has b een made, the 
ta xpayer shall fu rn ish  on ly information 
describ ing such opera ting minera l inter­
est, its  loca tion  in  the opera ting unit, and
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whether it is to b e inclu ded w ith in  the 
aggregation.

(ii) I f  the ta xpayer made or d id  n ot 
make the election u nder section  614(b ) 
with respect to a  pa rticu la r opera ting 
mineral in terest and the la st day p re ­
scribed by law  fo r  filin g  the retu rn  (in ­
cluding extensions o f tim e th erefor ) on 
which the election was requ ired to be 
made falls  on or b efore the firs t day of 
the first month wh ich  begins more than  
90 days a fter the regu lations u nder sec­
tion 614 are pu blished in  the F e d e r a l  

Reg is t e r  as a Treasu ry decision, consent 
is hereby given  to the ta xpayer to make 
or change the election  n ot la ter than  
the first day o f such firs t month.' An y 
such election or change o f such election  
shall be effective w ith  respect to the 
earliest taxab le yea r to w hich  the elec­
tion is applicable in  respect o f w hich  
assessment o f a deficiency or cred it or 
refund of an overpaym ent, as the case 
may be, resu lting from  su ch election  or 
change is hot preven ted by any law  or 
rule of law on the da te such election  or 
change is made. A n  election  or change 
of election made pu rsuant to th is sub ­
division shall be b inding u pon the ta x ­
payer for the firs t taxab le yea r fo r  wh ich  
it is effective and fo r  a ll subsequent ta x ­
able years unless consent to a d ifferen t 
treatment is ob ta ined from  the C omm is ­
sioner. (See, how ever, pa ra gra ph  (e )  
of this section fo r  ru les rela tin g to the 
termination and non app lica b ility o f the 
election under section 614(b ) except in  
the case of oil and gas w ells .) Such 
election or change sha ll be made in  the 
form of a statement settin g forth  the 
nature of the election or change, inclu d ­
ing information substantia lly the same 
as that requ ired b y subdivision ( i)  o f 
this subparagraph, and shall be accom ­
panied by an amended retu rn  or retu rns 
if necessary or, if appropria te, a  cla im  
for refund or- cred it. Th e appropria te 
documents must be filed  on or b efore the 
first day of such firs t month  w ith  the 
district director fo r  the dis trict in  which 
the original retu rn was filed.

(3) Election; w hen effective. I f  a  ta x ­

payer has elected to a ggregate an  oper ­
ating mineral interest, the da te on  wh ich  

the aggregation becomes effective is the 
earliest date w ith in  the taxab le year 

affected, on which the ta xpayer incu rred 

any expenditure fo r  explora tion , devel­
opment, or opera tion  o f such interest. 

The application of this ru le m ay be illu s ­
trated by the follow in g examples:

Example (1).  i n  1953, a t axpaye r owned 

ana operated m ine ral int erest s Nos. 1, 2, 
and 3. A ll three int erests fo rm .o n e  ope r ­
ating unit . T he  taxpaye r, who  files h is re ­
urn on a calendar y ear basis, co nt inued to 

own and operate these int erests during  the  
year 1954, and in  his re turn  fo r  t hat  year, 

«10 1955, e lect ed t o  aggregat e
p w !  three intereste- As the  re sult  o f  this 
sect ion, the aggregat ion was effect ive fo r  all 
purposes o f subt it le  A  o f  t he  In t e rnal R e v - 
nue Code o f  1954 as o f  January  1, 1954.

Assum e that , o n  M arc h 1, 
taxPayer desc ribed in  exam ple  (1 ) 
°P erat ing m ine ral inte rest  No . 4 

also a part  o f  the  ope rat ing  un i t  

1 2 °S! ?  o f  °P erat ing  m ine ral int erest s Nos. 
t ’ ‘ 3> that  he  m ade  his fi rst  expendi-
minoroi ®xP lorat ion w ith  respec t  to  ope rat ing  
nod interest  No . 4 on Septem ber 1, 1955, 

u that, in  his re turn fi led o n A p r i l  15, 

No. 5------2

1956, he  e lect ed t o  aggregat e  o pe rat ing m in ­
e ra l  int e re st  No . 4 w i t h  the  aggregat ion con ­
sist ing  o f  Nos. 1, 2, and  3. A s t he  re sult  o f  
t hat  e lec t ion, ope rat ing  m ine ral interest  No . 
4 becam e a  part  o f  t he  aggregat ion f o r  al l  

.purposes o f  subt i t le  A  o f  the  In t e rnal R e v ­
enue  Code o f  1954 on Septem ber 1, 1955.

(4 ) E lection ; b inding effect. A  va lid  
election  made u nder section 614(b ) and 
this section shall be b inding u pon the 
taxpayer fo r  the taxab le yea r fo r  w hich  
made and a ll subsequent taxab le years  
unless consent to make a  change is ob ­
ta ined from  the Commissioner. H ow ­
ever, see pa ra gra ph  (e). o f this section 
fo r  ru les w ith  respect to the term ina tion  
o f the election  u nder section 614(b ) ex ­
cept in  the case o f oil and gas wells. For 
ru les rela tin g to the b inding effect o f 
an  election  where the basis o f a  separate 
or an  aggregated  property in  the hands 
o f the transferee is determined by re fer ­
ence to the basis in  the hands of the 
transferor, see pa ra gra ph  (c )  o f § 1.- 
614-6. A  ta xpayer can  neither inclu de 
w ith in  the aggrega tion  a  separate oper ­
a ting m inera l in terest w hich  he had p re ­
viou sly elected to trea t separately, nor 
exclu de from  the aggrega tion  a  separate 
opera ting m inera l in terest previou s ly in ­
clu ded th erein  unless consent to do so 
is ob ta ined from  the C ommissioner. A  
change in  ta x consequences a lone is not 
su fficient to ob ta in  consent to change the 
trea tm ent o f an  opera ting m inera l in ­
terest. H ow ever, consent m ay be appro ­
p ria te where, fo r  example, there has been 
a su bstantia l change in  the ta xpa yer’s 
operations so th a t a m a jor p a rt o f an 
a ggregation  becomes a  p a rt o f another 
opera ting u nit. App lica tions  fo r  consent 
shall be made in  w ritin g to th e C om ­
m issioner o f In tern a l Revenu e, W ash in g ­
ton  25, D .C. Th e app lica tion  mu st be 
accompanied by a  sta tem ent ind ica ting 
the reason or reasons fo r  th e change and 
fu rn ish ing the in form ation  requ ired u n ­
der subdivision ( i)  o f subparagraph ( 2 ) 
o f th is  pa ragraph , unless such in for ­
m ation  has been previou sly filed  and is 
cu rrent.

(5 ) Inv alid  aggregations— (i)  In  gen­

eral. In  add ition  to aggregations  which 
a re in va lid  u nder section 614(b ) because 
o f the fa ilu re to make tim ely elections, 
aggregations  m ay be in va lid  u nder such 
section in  situ ations wh ich  m ay be 
divided in to tw o genera l categories. Th e 
firs t ca tegory involves basic aggregations  
wh ich  were tim ely bu t otherw ise in itia lly 
invalid. Th e second ca tegory involves 
in va lid  additions o f opera ting m inera l 
interests to b asic aggregations  w hich  ad ­
d itions b ecame su b ject to the election  in  
years subsequent to the yea r in  which 
the in itia l basic a ggrega tion  or a ggrega ­
tions w ere form ed .,

( ii)  Invalid  basic aggregations. Th e 
term  “inva lid  basic a ggregations” refers  
to those aggregations which a re in itia lly 
invalid. G enera lly, such basic a ggrega ­
tions w ill be in va lid  because more than  
one a ggregation  has been form ed  w ith in  
an  opera ting u nit or because opera ting 
m inera l interests in  tw o or m ore oper ­
a ting u nits have been im properly a g ­
grega ted. For any yea r in  which an 
in va lid  basic a ggrega tion  exists, each 
opera ting m inera l in terest inclu ded in  
such a ggregation  shall be trea ted  for  a ll 
purposes as a  separate p roperty unless

consent is ob ta ined from  th e C om m is ­
s ioner to trea t any such in terest in  a 
d ifferen t manner. Consent w ill be 
gran ted  in  appropria te cases as, fo r  ex ­
ample, w here the ta xpayer dem on ­
stra tes th a t he in a d verten tly form ed  an 
inva lid  basic aggregation. Th e p rovi­
sions o f this subdivision m ay be illu s ­
tra ted  by the follow in g examples :

Example (1 ) .  I n  1953, taxpay e r A  owned  
six o pe rat ing m ine ral interests, designated  

No . 1 through. No . 6 , and he  co nt inued to  
o wn and operat e such int erest s during  1954. 
He acquired no  o the r o pe rat ing m ine ral in ­
terests during  such year. A l l  six  o f  these  

o perat ing m ine ral int erest s fo rm  one oper ­
at ing  unit . Assum e t hat  A  e lect ed unde r  
sect ion 6 1 4 (b) to  aggregate  o pe rat ing m in ­
e ral int erests Nos. 1 t hro ugh 3 int o  one ag ­
g re gat io n and Nos. 4 t h ro ugh  6 in t o  another 

aggregat ion. Since  A  has fo rm e d t w o  ag ­
gregat ions in  one o pe rat ing unit , they  are  

inv alid  basic  aggregat ions. T here fo re , i n ­
terests Nos. 1 t hro ugh  6 m ust  be  t reated as 
separate propert ies f o r  1954 and a l l  subse ­
que nt  t axable  years unle ss consent  is o b ­
t ained f ro m  the  Com m isioner t o  t reat  any  
o f  such int erest s in  a di ff e rent  mariner,

Example (2 ).- A ssum e  the  sam e fac t s as in  

exam ple ( 1 ) and  assum e also  that , in  h is re ­
t urn  fo r  1954, A  co rrec t ly  e lected t o  aggregat e  
al l  six  o pe rat ing m ine ral inte rest s int o  one  

aggregat ion unde r sect ion 6 1 4 (b). Assum e  
furt he r t hat  a l l  these  o pe rat ing m ine ral in ­
terests cont inued t o  be  in  one o pe rat ing un i t  

fo r the  years 1954, 1955, and  1956 but  that , 
because  o f  changes in  t he  fac t s and  c ircum ­
stances o f  A ’s  operat ions, in  1957 operat ing  
m ine ral int erests Nos. 1, 2, and 3 bec am e a 

part  o f  one o pe rat ing un i t  and Nos. 4, 5, and  
6 becam e a part  o f  ano ther o pe rat ing unit . 
No thw ithstanding  the  change  in  operat ions, 
the  e lec t ion m ade  by  A  shall cont inue  to be  

bind ing  unless consent  t o  change  such elec ­
t ion is obtained fro m  the  Com m issioner.

( iii)  Invalid  additions. Th e term  
“add itions” refers  to the additions tha t 
a  ta xpayer makes by electing to a ggre ­
ga te an  opera ting m inera l in terest w ith  
an  a ggregation  form ed  in  a  previou s year. 
Such additions w ill be in va lid  where the 
taxpayer either elected to a ggrega te an 
opera ting m inera l in terest w ith  an in ­
va lid  basic aggregation  or elected to a g ­
grega te an opera ting m inera l in terest 
W hich is pa rt o f one opera ting u n it w ith  
an  a ggregation  o f opera ting m inera l 
in terests w hich  is a pa rt o f another 
opera ting u nit. A n  opera ting m inera l 
in terest w h ich  is in va lid ly added to either 
a  va lid  basic a ggregation  or to an inva lid  
basic aggrega tion  sha ll b e considered as 
a  separate property unless consent is 
ob ta ined from  the C ommissioner to trea t 
such in terest in  a  d ifferen t manner. Th e 
follow in g a re examples o f in va lid  add i­
tions:

Example ( I ) .  I n  1953, t axpaye r A  owned  
six o pe rat ing m ine ral Inte rests designated  

No. 1 t hro ugh  No . 6 and he  co nt inue d t o  o w n  

and ope rate  suc h int erest s d uring  1954. He  

acquired no  o ther o pe rat ing m ine ral interest s 
during  t hat  year. Nos. 1 t hro ugh  3 fo rm ed  

one o perat ing un i t  and Nos. 4 t hro ugh  6 

forrtied ano ther o pe rat ing un i t . I n  h is re ­
t urn  fo r 1954, A  incorrec t ly  e lect ed to  aggre ­
gat e  al l six o pe rat ing m ine ral interest s int o  

one aggregat ion unde r sect ion 6 1 4 (b). In  

1955, A  acquired and com m enced dev e lo p ­
m ent  o f  o pe rat ing m ine ral int e re st  No . 7 

which is correc t ly  a part  o f  the ope rat ing  

un i t  o f  whic h operat ing m ine ral int erests 

Nos. 1, 2, and 3 are a part . A  e lected unde r  

sect ion 6 1 4 (b), fo r the  y ear 1955, t o  aggre ­
gate ope rat ing m ine ral interest  No . 7 w i t h  

the  inv alid  basic  aggregat ion com posed o f
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No s. 1 t hro ugh  6 . Since o perat ing m ine ral 
In t e rest  No . 7 was aggregat ed w ith  an  inv alid  

basic  aggregat ion, it  is an  inv alid  addit ion  

an d  m ust  be  t reated as a se p ara^  property  

unle ss consent  is obtained f ro m  the  Com m is­
sio ne r t o  t reat  i t  in  a di ff e rent  m anner.

Example (2 ) .  I n  1953, taxpaye r A  owned  

n ine  ope rat ing m ine ral interest s de signated  

No . 1 t h ro ugh  No . 9. During  1954, he  con ­
t inue d  to  o wn and ope rate  such interest s 

an d  acquired no  o ther o perat ing m ine ral in ­
terest . Inte re st s No . 1 t h ro ugh  No . 3 fo rm  

one  o perat ing unit , Nos. 4 t hro ugh  6 fo rm  

ano the r ope rat ing unit , and Nos. 7 t h ro ugh  9 

f o rm  a th ird ope rat ing unit . Fo r the year 

1954, A  e lected unde r sec t ion 6 1 4 (b) t o  ag ­
gregate  operat ing m ine ral int erests Nos. 1,
2, 3, and  4 into  one aggregat ion, to  t reat  Nos.
5  and 6 as separate propert ies, and t o  ag ­
g re gat e  Nos. 7, 8 , and 9 into  ano ther aggre ­
gat io n. Assum e that  in  1955 A  acquired and  

com m enced dev e lo pm ent  o f  ope rat ing m in ­
e ral inte rest  No . 10 w h ic h was a part  o f  the  

o pe rat ing  un i t  com posed o f  Nos. 1, 2, and 3. 
A ssum e  furt he r that  he  e lected unde r sec ­
t i o n  6 14 (b) t o  aggregat e No . 10 w i t h  t he  ag ­
g re gat io n  com posed o f  Nos. 7, 8 , and 9. T his- 
w o uld  be  an  inv alid  addit io n to  a v alid  basic  

aggregat ion  since  ope rat ing  m ine ral int erest  

No . 10 was no t  properly  a part  o f t he  o pe rat ­
ing  un i t  fo rm ed by  Nos. 7, 8 , and 9. T he re ­
fo re , inte rest  No . 10 m ust  be  t reated as a 

separate  propert y  fo r 1955 and all subsequent  

t axable  ' years unle ss consent  is obtained  

f ro m  t he  Com m issioner to  t reat  i t  in a d i f ­
f e re n t  m anner. Howev er, the  v alid  basic  

aggregat io n  com posed o f  int erests Nos. 7 

t h ro ug h  9 is no t  affec ted by  the inv alid  ad ­
d i t i o n  o f  int erest  No . 10.

Example (3 ) .  A ssum e the  same fac t s as 

i n  exam ple  (2 ) except  t hat  A  e lected unde r  

sec t ion 6 14 (b) in  1955 t o  aggregate  No . 10 

w i t h  the  aggregat ion o f  Nos. 1 t hro ugh 4. 
T h is w o uld  also  be an  inv alid  addit io n be ­
cause  t he  aggregat ion com posed o f  Nos. 1 

t h ro ug h  4  is an inv alid  basic  aggregat ion  

since  ope rat ing  m ine ral int erest  No . 4 is no t  

a  part  o f  t he  ope rat ing  un i t  co nsist ing o f  
Nos. 1, 2, and 3. T here fo re , inte rest  No . 10 

m ust  be  t reat e d as a separate property  fo r  

1955 and  all subsequent  t ax able y e ars unless 

consent  is obtained f ro m  the  Com m issioner 

t o  t reat  such interest  in  a di ff e rent  m anner.

(e ) Term ination of election— (.1) Tax ­

able years beginning after December 31, 
1957. Except in  the case o f oil and gas 
wells , the election  provided  fo r  u nder sec­
tion  614(b ) and pa ragraph  (a ) o f th is 
section  to form  an  a ggregation  o f sep ­
a ra te opera ting m in era l in terests shall 
not app ly w ith  respect to any taxab le 
yea r b eginn ing a fter D ecember 31, 1957. 
Thu s, if a  ta xpayer makes a b inding 
election  u nder section 614(b ) to form  an 
a ggrega tion  o f separate opera ting m in ­
era l interests  w ith in  an opera ting u nit 
fo r  taxab le years b eginn ing b efore Janu ­
a ry 1,1958, he must make a  new  election  
fo r  th e firs t ta xab le yea r b eginn ing a fter 
D ecemb er 31, 1957, u nder section 614(c) 
w ith in  the tim e prescrib ed in  § 1.614-3 if 
he wishes to aggrega te any separate op ­
era tin g m in era l in terests w ith in  such 
opera tin g unit. A  new  election  mu st be 
made u nder section 614(c) n otw ith ­
standing the fa ct th a t the aggregation  
form ed  u nder section 614(b ) wou ld con ­
stitu te a  va lid  aggrega tion  u nder sec­
tion  614(c). Fa ilu re to make such an 
election  w ith in  the tim e prescrib ed shall 
constitu te an election  to trea t each sep ­
a ra te opera ting m inera l interest w ith in  
th e opera ting u nit as a separate prop ­
erty fo r  ta xab le years b eginn ing a fter 

D ecem ber 31, 1957.

(2 ) Taxable years beginning prior to 
January 1, 1958. An  election  made u n ­
der section 614(b ) and pa ra gra ph  (a ) o f 
th is section  to  form  an  aggregation  o f 
separate opera ting m inera l interests 
w ith in  a pa rticu la r opera ting u nit shall 
n ot apply w ith  respect to any taxab le 
yea r b eginning p rior to Janu ary 1, 1958, 
fo r  which the ta xpayer makes an  elec­
tion  u nder section 6 1 4 (c ) (3 ) (B ) and 
paragraph  ( f)  (2 ) o f § 1.614-3 wh ich  is 
applicab le to any separate opera ting 
m inera l interest w ith in  the same opera t­
in g unit. Th e provisions of, this sub- 
pa ragraph  m ay be illu strated by the fo l ­
low ing examples:

Example ( 1 ).  I n  1953, t axpaye r A  owned  
six separate o pe rat ing m ine ral interests, 
de signated No . 1 through. No . 6 , which- he  
operat ed as a unit . Ope rat ing m ine ral in t e r ­
ests Nos. 1 t hro ugh 5 com prise  a m ine, and  
operat ing m ine ral inte rest  No . 6 represents 
one m ine ral deposit  in' a single  t rac t  o f  land  

which is be ing  ext rac ted by  m eans o f  two  

mines. T axpay er A  prev iously  m ade  a b in d ­
ing  e lec t ion unde r sect ion 6 14 (b) to  aggre ­
gat e ope rat ing m ine ral inte rest s Nos. 1, 
thro ugh 5 and to  t reat  ope rat ing m ine ral 
int erest  No . 6 as a separate property . Unde r  
sec t ion 614(c ) (2 ) and (3 ) (B )  t axpaye r A  
m akes an elect ion whic h is applicable  f o r  t he  

t axable  y ear 1954 and all subsequent  t axable  
years to  t reat  o pe rat ing m ine ral inte rest  No .
6 as two  separate o pe rat ing m ine ral interests. 
There fo re , the  prev ious elec t ion o f  taxpaye r A  

t o  aggregate  ope rat ing m ine ral int erests Nos.
1 t h ro ugh  5 unde r sec t ion 614 (b) does no t  

apply . Unle ss taxpaye r A  also  makes an  
elec t ion t o  aggregat e  ope rat ing m ine ral in t e r ­
ests Nos. 1 t hro ugh 5 as one propert y  unde r  
sect ion 614(c ) (1 ) and (3 ) (B )  w i t h in  the  
t im e prescribed in  paragraph  ( f )  ( 2 ) o f  
§ 1.614-3, he  shall be  deem ed to  hav e  m ade  
an  e lect ion to  t reat  each o f  such int erests 

as a separate propert y  fo r 1954 and a i r  sub ­
sequent  t axable  years.

Example (2 ) .  I n  1953, t axpaye r B  owned  

six separate ope rat ing m ine ral interests, 
designated No . 1 t hro ugh  No . 6 , w h ic h he  
operat ed as a unit . Ope rat ing  m ine ral i n ­
terests Nos. 1 t hro ugh  3 com prise a m ine  and  

Nos. 4 t hro ugh  6 com prise a second m ine. 
T axpay er B  prev iously  m ade  a bind ing  elec ­
t io n  unde r sect ion 61 4 (b) t o  aggregate  ope r ­
at ing  m ine ral inte rest s Nos. 1 thro ugh 3 and  
t o  t reat  Nos. 4 t hro ugh  6 as separate pro pe r ­
t ies. Unde r sect ion 614 (c ) (1 ) and  (3 ) (B )  
taxpaye r B  m akes an  e lect ion whic h is ap ­
p li c able  fo r the  taxable  year 1954 and al l sub ­
sequent  t axable  years to  aggregat e  o pe rat ing  

„ m ine ral interests Nos. 4 t hro ugh  6 as one  
property . T he  prev ious elec t ion o f  the  t ax ­
pay e r unde r sect ion 6 1 4 (b) t o  aggregate  o p ­
e rat ing m ine ral interest® Nos. 1 t h ro ugh  3 

does no t  apply  ev en tho ugh  such aggregat ion  
w o uld  const itute  a v alid  aggregat ion i f  

fo rm ed unde r sec t ion 614(c ) (1 ) .  T here fo re , 
i f  t axpaye r B  wishes to  cont inue  t o  t reat  
operat ing m ine ral int erest s Nos. 1 t hro ugh  

3 as one property , he  m ust  also  m ake  an  elec ­
t ion to  do  so unde r sect ion 614 (c ) (1 ) and
( 3 ) (B )  w i t h in  the  t im e  prescribed in  para ­
g raph ( f )  (2 ) o f  § 1.614-3.

(3 ) Bases of separate operating m in ­

eral interests . I f  an aggregation  form ed  
u nder section 614(b ) is term inated b y 
reason o f the provisions o f section 
6 1 4 (b ) (4 ) (A ) ,  or is term ina ted  u nder 
section 6 1 4 (b )(4 ) (B ) fo r  any taxab le 
yea r a fter the firs t taxab le yea r to wh ich  
the election  u nder section 614(b ) ap ­
plies, the bases o f the separate opera ting 
m inera l in terests inclu ded in  such a g ­
grega tion  shall b e determined  in  ac­
cordance w ith  th e ru les conta ined  in

paragraph  (a ) (2 ) o f § i.614-6 as of the 
firs t day o f the firs t ta xab le year for 
w hich  the term ina tion  is effective. How­
ever, if b y reason o f the provisions of 
section 614(b ) (4 ) (B ) ,  an election to ag­
grega te u nder section 614(b ) does not 
apply for  any taxab le year under the 
1954 Code fo r  wh ich  such election was 
made, the bases o f the separate operat­
in g m inera l interests included in  the ag­
grega tion  form ed  u nder section 614(b) 
shall be determined w ithou t regard to 
the election u nder section 614 (b ).

( f )  A lternative treatm ent of separate 
operating mineral interests in  the case of 
oil and gas wells. For ru les relating to 
an a ltern a tive trea tm ent of separate op­
era ting m inera l in terests in  the case of 
oil and gas wells, see § 1.614-4.

§ 1.614—3 R ules re lat ing  to  separate 
ope rat ing  m ine ral interests in the 

case o f  m ines.

(a ) Election to aggregate separate op­

erating mineral interests—  (1 ) General 
rule. E xcept in  the case o f oil and gas 
wells, a  taxpayer who owns two or more 
separate opera ting m inera l interests, 
w hich  constitu te p a rt or a ll o f the same 
opera ting u nit, m ay elect under section 
614(c) ( 1) and this pa ra gra ph  to  form an 
a ggregation  o f a ll such opera ting mineral 
interests w hich  comprise any one mine 
or any tw o or m ore mines and to treat 
such aggregation  as one property. The 
aggregated  property w h ich  results from 
the exercise o f such election  shall be con­
s idered as one p roperty fo r  a ll purposes 
of su btitle A  o f the In tern a l Revenue 
Code o f 1954. Th e preced ing sentence 
does not preclu de the use o f more than 
one accou nt u nder a  single method of 
compu ting dep recia tion  or the use of 
m ore than  one m ethod o f computing de­
p recia tion  u nder section 167, if other­
w ise proper. A n y reasonab le and con­
s is tently applied  m ethod or methods of 
compu ting deprecia tion  of the improve­
ments made w ith  respect to the separate 
properties aggregated  m ay be continued 
in  accordance w ith  section 167 and the 
regu lations thereu nder. I t  is not nec­
essary fo r  purposes o f the aggregation 
th a t‘the separate opera ting mineral in­
terests be inclu ded in  a  single tract or 
pa rcel o f land  or in  contiguous tracts or 
parcels o f land  so long as such interests 
constitu te p a rt or a ll o f the same oper­
a tin g unit. A  ta xpayer m ay elect to 
form  m ore than  one aggregation  of sep­
a ra te opera ting m inera l interests within 
one opera ting u n it so long as each aggre­
ga tion  consists o f a ll th e separate oper­
a ting m inera l interests which comprise 
any one m ine or any tw o or more mines. 
Thu s, no aggregation  m ay include any 
separate opera ting m inera l interest 
wh ich  is a  pa rt o f a  m ine w ithou t includ­
in g a ll o f the separate Operating mineral 
interests wh ich  comprise such mine in 
the firs t taxab le yea r fo r  which the elec­
tion  to a ggregate is effective. Any sep­
a ra te opera ting m inera l in terest whicn 
becomes a  pa rt o f such mine in  a sub­
sequent taxab le yea r must also be in­
clu ded in  such aggregation  as of the 

taxab le yea r tha t such in terest becomes 

a  pa rt o f such mine. Th e taxab le year 

in  wh ich  such interest becomes a part of
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such mine shall be determ ined upon the 
basis of the fa cts  and circu mstances o f 
the particu lar case. I f  a  ta xpayer fa ils  
to make an election  u nder this pa ragraph  
tc aggregate a  pa rticu la r opera ting m in ­
eral interest (oth er than  an  in terest 
which becomes a p a rt o f a  m ine w ith  
respect to which the in terests have been 
aggregated in  a  p rior ta xab le yea r ) on 
or before the la st day prescrib ed fo r  
making such an election, such in terest 
shall be trea ted as if an election  had  been 
made to trea t it as a  separate property. 
A taxpayer m ay n ot a ggrega te opera t­
ing mineral interests and nonopera ting 
mineral interests such as roya lty in ter ­
ests. For defin itions  o f the term s “op ­
erating m inera l in terest” , “opera ting 
unit”, and “m in e”, see respectively pa ra ­
graphs ( c ) , ( d ) , and (e )  o f this section.

(2) Aggregation in  subsequent taxable 
years. I f  the ta xpayer has made an 
election u nder section 614(c) (1 ) fo r  a 
particular taxab le yea r w ith  respect to 
any operating m in era l in terest or in ter ­
ests w ithin a pa rticu la r opera ting unit, 
and if, for a subsequent taxab le year, the 
taxpayer desires to make an  election  w ith  
respect to an add itiona l opera ting m in ­
eral interest w ith in  the same opera ting 
unit, then w heth er or n ot the taxpayer 
may elect to inclu de such add itiona l in ­
terest in  an a ggregation  or trea t it as a  
separate property depends u pon the n a ­
ture of such additiona l in terest and o f 
the taxpayer’s previous elections. I f  the 
additional in terest is  a  p a rt o f a m ine 
with respect to w h ich  the oth er interests 
have been aggregated, the add itiona l in ­
terest must be inclu ded in  such a ggrega ­
tion. I f  the additiona l in terest is a pa rt 
of a mine w ith  respect to w hich  the oth er 
interests have been trea ted  as separate 
properties, the additiona l in terest must 
be treated as a  separate property. I f  the 
additional in terest is p a rt o f a  m ine 
which previously consisted o f on ly a  sin ­
gle interest wh ich  has n ot been a ggre ­
gated w ith any oth er mine, such add i­
tional interest m ay be aggregated  or 
“ fated as a separate property. I f  the 
additional in terest is an en tire mine, ' 

r w f y’ at the election  o f the taxpayer, 
u) be added to any a ggregation  w ith in  
me same opera ting u nit, ( ii)  be aggre-

Sv,-v. w i^  any oth er single in terest 
wnmh is an en tire m ine provided  
noth interests are w ith in  the same oper-  
ating unit even thou gh such single in ­
terest has previou sly been trea ted  as a 
separate property, or (iii)  be trea ted  as 
«* separate property.

J E  E}ecti°n  to treat a single operating 
^ c r a l interest as more than one prop -  

G eneral rule. Except in  the

ownc? 0il and gas w ells> a  ta xpayer w ho 
owns a separate opera ting m inera l in ter-

a ,rm.n1era l deposit in  a  single tra ct 

6i4 frwo\°f  land m ay elect u nder section 
su chin?« a * d th is  Pa ra graph  to trea t

OD erntw1̂  M  tw o or m ore separa te 
operating minera l interests i f  such m in -

is b eing developed or ex-  

Tr> ky means o f tw o or m ore mines. 

fo5 this election  to be applicab le, 
be a t least tw o mines w ith  

each o f wh ich  an expenditu re 
or opera tion  has been 

undo ky taxpayer. Th e election  
under section 6 1 4 (c)(2 ) m ay also be

FED ER A L REG I ST ER

made w ith  respect to a separate opera t­
in g m inera l in terest form ed  by a  previous 
election  u nder section 614(c) (2 ) a t such 
tim e as the m inera l deposit previou sly 
a lloca ted  to such in terest is b eing de­
veloped or extra cted  by means o f tw o or 
m ore mines. I f  there is m ore than  one 
m inera l deposit in  a single tra ct or pa rcel 
o f land, an election  u nder section 614 
(c ) (2 ) w ith  respect to any one o f such 
m inera l deposits has no applica tion  to 
the oth er m inera l deposits. Th e election  
u nder section 614 (c ) (2 ) m ay not b e made 
w ith  respect to an  aggregated  property 
or w ith  respect to any opera ting m inera l 
in terest w h ich  is a p a rt o f any a ggrega ­
tion  form ed  b y th e ta xpayer unless the 
ta xpayer ob ta ins consent from  the C om ­
missioner. Such consent w ill not be 
gran ted  w here the principa l pu rpose fo r  
the requ est to make the election  is based 
on  tax consequences. App lica tion  fo r  
such consent shall be made in  w ritin g to 
the C ommissioner o f In tern a l Revenu e, 
W ash ington  25, D .C. Th e applica tion  
must b e accom pan ied b y a  statem ent 
setting forth  in  d eta il the reason or 
reasons fo r  th e requ est to exercise the 
election  w ith  respect to  an  a ggregated  
property.

(2 ) A llocation o f m ineral deposit. I f  
the ta xpayer elects to trea t a  separate 
opera ting m inera l in terest in  a  m inera l 
deposit in  a  single tra ct or  pa rcel o f land 
as m ore than  one separa te opera ting 
m inera l in terest, then  a ll o f such m in ­
era l deposit th erein  and a ll o f the portion  
o f the tra ct or pa rcel o f land  a llocated  
thereto must b e a llocated  to the new ly 
form ed  separate opera ting m inera l in ­
terests. A  portion  o f such m inera l de­
posit and such tra ct or  pa rcel o f land  
must b e a lloca ted  to each such new ly 
form ed  separate opera ting m inera l in ­
terest. Th ere mu st b e a t lea st one mine, 
w ith  respect to w hich  an  expenditu re fo r  
development or opera tion  has b een made 
b y th e taxpayer, w ith  respect to  each 
such portion . Th e exten t o f the portion  
to b e a lloca ted  to each new ly form ed  sep ­
a ra te opera ting m inera l in terest is to be 
determ ined u pon th e basis o f the fa cts  
and circu mstances o f the pa rticu la r case.

(3 ) Bases o f newly formed separate 
operating m ineral interests. Th e ad ­
ju sted  basis o f each o f the separate 
opera ting m inera l interests form ed  by 
the m aking o f the election  u nder section 
614(c) (2 ) sha ll be determined b y appor ­
tion ing the adju sted basis o f the separate 
opera ting m inera l in terest w ith  respect 
to wh ich  such election  was made b e­
tw een  (o r  am ong) the new ly form ed  
separate opera ting m inera l interests in  
the same p roportion  as the fa ir  m arket 
va lu e o f each such new ly form ed  in terest 
(a s o f the da te on  w hich  the election  be­
comes effective) b ears to th e tota l fa ir  
m arket va lu e o f the in terest w ith  respect 
to wh ich  the election  was made as o f 
such date.

(4 ) A ggregation o f newly form ed sep­

arate operating m ineral interests. An y 
separa te opera ting m inera l in terest 
form ed  by th e m aking o f th e election 
u nder section 614(c) ( 2 ) m ay be inclu ded 
as a p a rt o f an  aggrega tion  su b ject to 
th e requ irements o f pa ra gra ph  (a )  o f 
this section, provided  th a t the tim e fo r  
m aking th e election  u nder section  614 
(c ) ( 1) to inclu de such separa te opera t-
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in g m inera l in terest in  such aggregation  
has n ot expired. See pa ra gra ph  ( f ) o f 
this section. Th e provisions o f this sub- 
pa ragraph  m a y be illu stra ted by the 
follow in g exam ple:

Example. I n  1958, t axpaye r A  acquired  
two  separate ope rat ing  m ine ral interest s 

designated No . 1 and  No . 2. Each is an  
int erest  in  a single m ine ral deposit  in  a  

single  t rac t  o f  land. I n  the  sam e year, t ax ­
paye r A  m ade  his fi rst  de v e lo pm ent  e xpendi ­
t ure  w i t h  respec t  t o  a m ine  on operat ing  

m ine ral inte rest  No . 1 and  a  m ine  on o pe rat ­
ing  m ine ral inte rest  No . 2. Ope rat ing  m in ­
e ral inte rest s Nos. 1 and 2 are  operated as a 

unit . T axpay er A  d id  no t  e lec t  t o  aggregate  

operat ing m ine ral interest s Nos. 1 and  2 
unde r sec t ion 614(c ) (1 ) w i t h in  the  t im e  
prescribed f o r  m ak ing  such an elect ion. I n  

1960 t axpaye r A  m ade  his first  dev e lo pm ent  

expenditure  w i t h  respec t  t o  a  second m ine  
on ope rat ing  m ine ral int e re st  No . 2. T ax ­
pay e r A  e lec ted unde r sec t ion 614(c ) (2 ) t o  
t reat  ope rat ing  m ine ral Interest  No . 2 as two  

separate  o pe rat ing m ine ral int erests, de sig ­
nat ed as Nos. 2 (a )  and  2 (b ) ,  f o r  thé  t axable  

y ear 1960 an d  al l subsequen t  t axable  years. 
No . 2 (a )  contained the  m ine  f o r  w h ic h the  

f irst  dev e lo pm ent  expendit ure  was m ade  in  

1958, and  No . 2 (b )  c ontained the  m ine  fo r  
whic h the  first  dev e lo pm ent  expendit ure  was 

m ade  in  1960. I f  t axpay e r A  wishes to do  so, 
he  m ay  elect  t o  aggregate  m ine ral inte rest s 
Nos. 1 and 2 (b )  unde r sec t ion 614(c ) (1 ) f o r  
t he  t axable  y ear 1960 and al l  subsequent  

t axable  years since t he  first  de v e lo pm ent  ex ­
pe nditure  w i t h  respec t  t o  t he  m ine  o n o pe r ­
at ing  m ine ral inte rest  No . 2 (b )  w as m ade  
during  t he  t axable  y ear 1960. T axpay er A  

m ay  no t  e lect  t o  aggregat e  m ine ral interest s 
Nos. 1 an d  2 (a )  unde r such sect ion since  
t he  t im e  f o r  m ak ing  such an  e lec t ion has 
expired.

(c )  O perating m ineral interes t de ­

fined. F or  the defin ition  o f the term  
“opera ting m inera l in terest” as used in  
this section, see pa ra gra ph  Cb) o f 
§ 1.614-2.

(d ) O perating un it defined. For the 
defin ition  o f the term  “opera ting u n it” 
as used in  this section, see pa ragraph  (c ) 
o f § 1.614-2.

(e )  M ine  defined. F or  purposes of 
th is section, th e term  “m ine” means any 
exca va tion  or oth er w orkings or series 
o f rela ted  excavations or rela ted  w ork ­
ings, as the case m a y be, fo r  the purpose 
o f extra cting any know n m inera l de ­
pos it except oil and  gas deposits. For 
the pu rpose o f the preced ing sentence, 
th e term  “excava tions” or “w orkings” 
inclu des quarries, pits, shafts, and wells  
(except oil and gas w e lls ). Th e number 
o f excavations or workings th a t consti­
tu te a m ine is to b e determ ined  upon the 
basis o f the fa cts  and circu mstances o f 
the pa rticu la r case such as the natu re 
and position o f the m inera l deposit or 
deposits, the m éth od  o f m i n i n g  the m in ­
era l, th e loca tion  o f th e excavations or 
oth er w orkings in  rela tion  to the m inera l 
deposit or deposits, and th e topogra phy 
o f the area . Th e determ ina tion  o f the 
ta xpayer as to the composition o f a m ine 
is to b e accepted unless there is a  clea r 
and convincing basis fo r  a change in  
such determination .

( f  ) M anner and scope o f election—  ( 1 ) 
Election to apply section 614(c) ( 1) and 

(2 ) fo r taxable years beginning after 

December 31, 1957. E xcept as provided  

in  su bparagraphs (2 ) and (3 ) o f this 

pa ragraph , the election  u nder section 

614(c) (1 ) and pa ragraph  (a ) o f this
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section to trea t an  opera ting m inera l in ­
terest as p a rt o f an  aggrega tion  shall be 
made u nder section 614(c) (3 ) (A )  n ot 
la ter than  the tim e prescrib ed b y la w  fo r  
filin g  the ta xp a yer’s incom e ta x  retu rn  
(in clu d in g extensions th ereof) fo r  
w h ichever o f the follow in g taxab le years 

is the *
(1) Th e firs t taxab le yea r b eginn ing 

a fter  D ecember 31, 1957, or
(ii)  Th e firs t taxab le yea r in  w hich  

any expenditu re fo r  development or op ­
era tion  in  respect o f the separate opera t­
in g m in era l in terest is  made by the ta x ­
payer a fter  the acqu isition o f such 

interest.

E xcept as provided in  subparagraphs 
( 2 ) and (3 ) o f this pa ragraph , th e elec­
tion  u nder section 614(c) (2 ) and pa ra ­
graph  (b ) o f th is  section to trea t a  single 
opera tin g m in era l in terest as m ore than  
one opera tin g m in era l in terest shall be 
m ade u nder section 6 1 4 (c ) (3 ) (A )  not 
la ter th a n  th e tim e prescrib ed by law  
fo r  filin g  the ta xp a yer’s incom e ta x  re ­
tu rn  (in clu d in g extensions th ereof) fo r  
w h ichever o f the follow in g taxab le years 

is  the la ter:
( iii)  Th e firs t taxab le yea r b eginn ing 

a fter  D ecemb er 31, 1957, or
( iv )  Th e firs t taxab le yea r in  wh ich  

expenditu res fo r  development or opera ­
tion  o f m ore than  one m ine in  respect o f 
the separa te opera tin g m inera l in terest 
a re made b y th e ta xpayer a fter  the ac­
qu isition  o f such in terest.

H ow ever, if  the la test tim e a t w hich  a n  
election  m a y be made u nder th is  sub- 
pa ra graph  fa lls  on  or b efore th e firs t day 
o f th e firs t m onth  wh ich  begins m ore 
th a n  90 days a fter  the regu la tions u nder 
section 614 a re pu blished in  th e F e d e r a l  

R e g i s t e r  as a Treasu ry decision, such 
election  m ay be made or mod ified  a t any 
tim e on  or b efore the firs t day o f such 
firs t month. See pa ragraph  (c ) o f 
§ 1.614-6 as to the b ind ing effect o f an 
election  w here th e basis o f a  separate 
opera tin g m in era l in terest in  the hands 
o f the ta xpayer is determ ined  by r e f ­
erence to the basis in  the hands o f a 
tra n s feror.

(2 ) Election to  apply  section 614(c)

(1 )  and (2 ) fo r taxable years beginning 
before January  1, 1958. In  accordance 
w ith  section  6 1 4 (c ) (3 ) (B ) ,  the election  
u nder section  614(c) (1 ) and paragraph
(a )  o f th is  section to trea t an  opera ting 
m in era l in terest as p a rt o f an a ggrega ­
tion  may, a t th e election  o f the taxpayer, 
b e m ade n ot la ter than  th e tim e p re ­
scribed b y law  fo r  filin g the ta xpa yer’s 
in com e ta x  retu rn  (in clu ding extensions 
th ereof) fo r  w h ichever o f the follow in g 
taxab le years  is the la ter:

( i)  Th e firs t taxab le yea r b eginn ing 
a fter  D ecem ber 31, 1953, and ending 
a fter  Au gu st 16, 1954, fo r  w h ich  assess­
m ent o f a  deficiency or  cred it or refu nd  
o f an  overpaym ent, as th e case m a y be, 
resu lting from  an  election  u nder section  
614(c) (1 ),  is  n ot preven ted  on  S ep tem ­
b er 2, 1958, b y the opera tion  o f any law  
or ru le o f law, or

( ii)  Th e firs t taxab le yea r in  w hich  
any expenditu re fo r  developm ent or op ­
era tion  in  respect o f the separate opera t­
in g m in era l .interest is  made b y th e ta x ­
payer a fter  the acqu isition o f such 

interest.

In  accordance w ith  section 614(c) (3 ) 
( B ) , th e election  u nder section 614(c) (2 ) 
and pa ra gra ph  (b ) o f th is  section to trea t 
an  opera ting m inera l in terest as m ore 
than  one opera ting m inera l in terest may, 
a t the election  o f the taxpayer, be made 
n ot la ter than  the tim e prescrib ed by 
law  fo r  filin g the ta xpa yer’s incom e ta x  
retu rn  (inclu ding extensions th ereof) 
fo r  w h ichever o f the follow in g taxab le 
years  is the la ter:

( iii)  Th e firs t taxab le yea r b eginn ing 
a fter  D ecem ber 31, 1953, and ending 
a fter  Au gu st 16, 1954, fo r  w h ich  assess­
m ent o f a deficiency or cred it or refu nd  
o f an overpaym ent, as the case m ay be, 
resu lting from  an election  u nder section 
614(c) (2 ),  is n ot preven ted  on  S eptem ­
b er 2, 1958, b y the opera tion  o f any law  
or ru le o f law , or

(iv ) Th e firs t taxab le yea r in  wh ich  
expenditu res fo r  development or oper ­
a tion  o f m ore than  one m ine in  respect 
o f the separate opera ting m inera l in ter ­
est are made b y the ta xpayer a fter the 
acqu isition o f such interest.

H ow ever, if  the la test tim e a t wh ich  an 
election  m ay be m ade u nder th is sub- 
pa ra graph  fa lls  on  or b efore the firs t day 
o f the firs t m onth  w hich  begins m ore 
than  90 days a fter  the regu lations u nder 
section. 614 a re pub lished in  th e F e d e r a l  

R e g i s t e r  as a  Treasu ry decision, such 
election  m ay be made or modified a t any 
tim e on or b efore the firs t day o f such 
firs t month. See pa ra gra ph  (c ) o f § 1.- 
614-6 as to the b inding effect o f an  elec ­
tion  w here the basis o f a separa te oper ­
a tin g m inera l in terest in  th e hands o f 
th e ta xpayer is determ ined  b y reference 
to the basis in  the hands o f a  tra nsferor.

(3 ) Lim itation. I f  th e ta xpayer 
makes an  election  u nder section 614(c) 
( 1 ) or (2 ) in  accordance w ith  section 
614(c) (3 ) (B ) and su bparagraph (2 ) of 
th is pa ra gra ph  w ith  respect to any oper ­
a tin g m inera l in terest wh ich  constitu tes 
p a rt or a ll o f an  opera ting u nit, such 
taxpayer m ay n ot make any election  
u nder section  614(c) (1 ) or (2 ) in  ac­
cordance w ith  section 614(c) (3 ) (A )  and 
su bparagraph ( 1) o f th is pa ragraph  w ith  

respect to any opera ting m inera l in ter ­

est w hich  constitu tes p a rt or a ll o f such 

opera ting u nit. Th e provisions o f this 

su bparagraph  m ay be illu stra ted  by the 

follow in g exam ple:

Example: I n  1953, t axpay e r A  owned six  

separate ope rat ing  m ine ral int erests, desig ­
nat ed  No . 1 t h ro ugh  No . 6 , w h ic h he  operat ed  

as a  un it . Ope rat ing  m ine ral interest s Nos. 
1 t h ro ugh  5 com prise  a  m ine , and  o perat ing  

m ine ral int e re st  No . 6 represents one  m ine ral 
deposit  in  a sing le  t rac t  o f  land  w h ic h  is 

be ing  ext rac ted by  m eans o f  tw o  m ines. I n  
ac co rdance  w i t h  sect ion 6 1 4 (c ) (3 ) (B )  and  

subparag raph  ( a )  o f  t h is paragraph, t ax ­
pay e r A  e lects unde r sect ion 614 (c ) (2 ) t o  

t reat  ope rat ing  m ine ral inte rest  No . 6 as 

tw o  separate  o pe rat ing m ine ral interest s f o r  

t he  t axable  y ear 1954 and  al l subsequent  t ax ­
able  y ears. Un le ss taxpay e r A  also  m akes 

an  e lec t ion unde r sect ion 6 1 4 (c ) (1 )  t o  ag ­
g re gat e  ope rat ing  m ine ral interest s Nos. 1 
t hro ugh  5 f o r  the  t axable  y ear 1954 and  al l 
subsequen t  t axable  years in  acco rdance  w i t h  

sec t ion 614 (c ) (3 )  (B )  and subparag raph  (2 )  
o f  th is paragraph, he  shal l  be  deem ed t o  

hav e  m ade  an  e lec t ion t o  t re at  each o f  such  

int e rest s as a  separate property . T axpay e r  
A  m ay  no t  e lect , unde r sec t ion 614(c ) (1 )  
an d  (3 ) (A ) ,  t o  aggregat e  ope rat ing  m ine ral

int erest s Nos. 1 t hro ugh  5 f o r  the  taxable 
y ear 1958 or any  subsequent  t axable  year.

(4 ) Statute of limitations . I f  the tax­
payer makes any election  in  accordance 
w ith  section 614(c) (3 ) (B ) and sub- 
pa ra gra ph  ( 2 ) o f this pa ragraph  and if 
assessment o f any deficiency for any 
taxab le yea r resu lting from  such elec­
tion  is prevented on the firs t day of the 
firs t m onth  wh ich  begins more than 90 
days a fter  the regu la tions u nder section 
614 are pub lished in  the F e d e r a l  R e g ­

i s t e r  as a  Treasu ry decision, or at any 
tim e w ith in  one yea r a fter  such first day, 
by the opera tion  o f any law  or rule of 
law, such assessment may, nevertheless, 
be made w ith in  one yea r a fter  such first 
day. A n y election  by a taxpayer in 
accordance w ith  section 614(c) (3) (B) 
shall constitu te consent to the assess­
m ent o f any deficiency resu lting from 
any such election. I f  refu nd  or credit of 
any overpaym ent o f income ta x  resulting 
from  any election  m ade in  accordance 
w ith  section 614(c) (3 ) (B ) is  prevented 
on  such firs t day, or a t any tim e within 
one yea r a fter  such firs t day, by the 
opera tion  o f any la w  or ru le o f law, re­
fu nd  or cred it o f such overpayment may, 
nevertheless, b e made or a llow ed  but only 
if cla im  th erefor is  filed  w ith in  one year 
a fter  such firs t day. Th is  subparagraph 
sha ll not app ly w ith  respect to any tax­
ab le yea r o f a  ta xpa yer fo r  which an 
assessment of a deficiency resu lting from 
an election  made in  accordance with 
section 6 1 4 (c ) (3 ) (B )  or a refund or 
cred it o f an  overpaym en t resu lting from 
any such election, as the case may be, is 
p reven ted  by the opera tion  o f any law 
or ru le o f la w  on S eptem ber 2,1958.

(5 ) Elections— how  made— (i) Gen­

eral rule. Except as provided  in  subdi­
vision (ii)  o f th is  subparagraph, an 
election  u nder section 614(c) (1 ) or (2) 
and pa ra gra ph  (a ) or (b ) o f this section 
mu st b e made by a  s ta tem ent attached 
to the income ta x  retu rn  o f the taxpayer 
fo r  the firs t ta xab le yea r fo r  which the 
election  is made. Th e statement shall 
conta in  the follow in g in form ation :

(a )  W h eth er the ta xpayer is making 
an  election  or elections w ith  re§pect to 
the opera ting u n it in  accordance with 
section 614(c) (3 ) (A )  or ( B ) ;

( b )  A  description o f th e operating 
u n it o f the ta xpayer in  su fficient detail to 
id en tify th e opera ting m inera l interests 
wh ich  a re inclu ded w ith in  such operat­

in g u nit;
(c ) A  description o f each aggregation 

to b e form ed  w ith in  th e operating unit 
in  su fficient deta il to show  th a t each ag­
grega tion  consists o f a ll the separate op­
era tin g m inera l in terests w hich  comprise 
any one m ine or any tw o or more mines;

(d ) A  descrip tion  o f each separate 
opera ting m inera l in terest w ithin the 
opera ting u nit wh ich  is to be treated as 
a  separate p roperty in  su fficient detail 
to show th a t such in terest is not a part 
o f any m ine fo r  w hich  an election to 

aggrega te has been made;
(e ) Th e ta xab le yea r in  which the 

firs t expenditu re fo r  development or op­
era tion  was made b y th e taxpayer with 
respect to each separate operating min­
era l in terest w ith in  the opera ting unit, 
bu t if the firs t expenditu re fo r  develop­
m ent or opera tion  has n ot been made
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with respect to a  separate opera ting m in ­
eral interest b efore th e close o f the 
taxable year fo r  w hich  the election  u nder 
this section is made, such in form ation  
should also be inclu ded;

(/) A  description of each separate op ­
erating minera l in terest w ith in  the op ­
erating u nit w hich the ta xpayer elects to 
treat as more than  one such in terest u n ­
der section 614(c) (2 ) in  su fficient deta il 
to show tha t the separa te opera ting m in ­
eral interest was not a p a rt o f an a ggre ­
gation form ed by the ta xpayer u nder 
section 614(c) (1 ) fo r  any taxab le yea r 
prior to the taxab le yea r fo r  w h ich  the 
election under section 614(c) (2 ) is made, 
and to show tha t th e m inera l deposit 
representing the separate opera ting m in ­
eral interest is b eing developed or ex ­
tracted by means o f tw o or m ore mines;

(fir) Th e taxab le yea r in  wh ich  the firs t 
expenditure fo r  development or ‘ co ­
operation was made by th e ta xpayer w ith  
respect to each m ine on th e separa te op ­
erating minera l in terest th a t the ta x ­
payer is electing to trea t as m ore than  
one such interest; and 

(h ) Th e a llocation  o f the m inera l de­
posit representing the separate opera ting 
mineral interest b etween  (or  am ong) the 
newly formed in terests and the method  
by which such a llocation  was made.

For the purpose o f app lying su bdivi­
sions (e) and (eO o f th is  subdivision, if 
the first expenditu re fo r  development or 
operation w ith  respect to a  separate op ­
erating minera l in terest or a  m ine was” 
made prior to the firs t ta xab le yea r fo r  
which the election  w ith  respect to such 
interest or m ine is applicab le, the ta x ­
payer may state th a t such is the case 
in lieu of id en tifyin g the exact taxab le 
year in which such firs t expenditu re was 
made. In  any case w here p a rt o f the in ­
formation requ ired u nder th is subdivi­
sion can be adequ ately su pplied by means 
of appropriately m arked maps, the sta te­
ment may be accompanied b y such maps 
and may omit the requ ired descriptive 
material to the exten t replaced  b y the 
maps. Th e taxpayer sha ll m a in ta in  ade­
quate records and maps in  support o f the 
above information, in  the event th a t the 
first expenditure fo r  developm ent or op ­
eration with respect to a separa te opera t­
ing mineral interest is made b y th e ta x ­
payer in a taxab le yea r subsequent to the 
taxable year for  which an  election  u nder 
this section has been made w ith  respect 
to the operating u n it o f wh ich  such in ­
terest is a  part, the ta xpa yer shall fu r ­
nish information describ ing such in terest 
in sufficient deta il to id en tify it as a  pa rt 
of such operating u nit, to show w hether 
"j. ~  a  Part o f a m ine w ith  respect to 
which the interests have previou sly been 
aggregated or have previou sly been 

± 58 sePara te properties, and to 
maicate whether it is to be included 
within an aggregation.

rute- I f  the last day pre-  
Iaw fo r  filin g the ta xpayer’s 

° ° * t a x  retu rn (in clu ding extensions 
nereof) for the firs t taxab le yea r for  

wnicn an election under section  614(c) 

,l?-) J s made fa lls  b efore the firs t 
th l«0' oa month which  begins m ore 

»  days a fter the regu la tions u n-  

tho ^ !ctlon 614 are pub lished in  
E* *L REGISTEa as a  Trea su ry 

decision, the statement o f election  or

m odification  th ereof fo r  such taxab le 
yea r must b e filed  on  or b efore the firs t 
day o f such firs t m onth  w ith  th e district 
d irector fo r  the dis trict in  w h ich  such re ­
tu rn was filed . Th e sta tem ent mu st con ­
ta in  the in form a tion  as requ ired in  sub ­
d ivision ( i)  o f th is  su bparagraph, mu st 
ind ica te the firs t taxab le year fo r  w hich  
the election  conta ined th erein  is made, 
and shall be accompanied b y an  amended 
retu rn  or retu rns if  necessary or, if  ap ­
propria te, a  cla im  fo r  refu nd  or credit.

( 6 ) Elections ; w hen effective. I f  the 
ta xpayer has elected to form  an  a ggre ­
ga tion  u nder section 614(c) (1 ) and th is 
section, the da te on  w hich  the a ggrega ­
tion  becomes effective is the firs t day o f 
the firs t taxab le yea r fo r  w hich  the elec ­
tion  is made’; except th a t if  any separate 
opera ting m inera l in terest inclu ded in  
such aggrega tion  was acqu ired a fter  such 
firs t day, the da te on w hich  th e in clu ­
s ion o f such in terest in  such a ggregation  
becomes effective is the da te o f its  acqu i­
s ition. I f  the ta xpayer elects to add an ­
oth er opera ting m inera l in terest to such 
aggrega tion  fo r  a  subsequent taxab le 
year, the da te on w h ich  a ggrega tion  o f 
the additiona l in terest becomes effective 
is  the firs t day o f such subsequent ta x ­
ab le yea r or th e da te o f acqu isition o f 
such in terest, w h ichever is  la ter. I f  an 
opera ting m inera l in terest is  requ ired to 
b e included in  the aggrega tion  fo r  a  sub ­
sequent taxab le-  yea r because such in ­
terest b ecomes a  p a rt o f a  m ine w hich  
the ta xpayer has previou s ly elected to 
aggregate, the da te on  w h ich  the in clu ­
sion o f such in terest in  the a ggregation  
becomes effective is th e firs t day o f the 
subsequent ta xab le yea r or th e da te o f 
acqu isition o f such interest, w h ichever is 
later. I f  th e ta xp a yer has elected to 
trea t a separa te opera ting m inera l in ­
terest as m ore than  one such in terest, the 
da te on w hich  the election  becomes e f ­
fective is the firs t day o f the firs t taxab le 
yea r fo r  w h ich  th e election  is made or 
the ea rliest da te on  w hich  th e firs t ex ­
penditu re fo r  development or opera tion  
has been made by the ta xp a yer w ith  re ­
spect to a  m ine on  each  new ly form ed  
separa te opera ting m inera l in terest, 
w h ichever is later.

(7 ) Elections ; b inding effect. A  va lid  
election  u nder section 614(c) (1 ) or  (2 ) 
w hether made in  accordance w ith  section 
614(c) (3 ) (A )  or (B ) shall b e b inding 
upon the ta xpayer fo r  the ta xab le yea r 
fo r  wh ich  made and fo r  a ll subsequent 
taxab le years unless consent to change 
the trea tm ent o f an opera ting m inera l 
in terest w ith  respect to w hich  an election  
has been made is ob ta ined from  the 
Commissioner. For ru les rela tin g to the 
b inding effect o f an  election  w here the 
basis o f a  separate or an  aggrega ted  
p roperty in  th e hands o f the tran s feree is 
determined by reference to the basis in  
the hands o f the transferor, see pa ra ­
graph  (c ) o f § 1.614-6. A  ta xpa yer can 
neither inclu de w ith in  an  aggrega tion  a 
separate opera ting m inera l in terest 
which he has previou s ly elected to trea t 
as a separate property, nor exclu de from  
an a ggrega tion  a  separate opera ting 

m inera l in terest which he has properly 

elected to inclu de w ith in  such a ggrega ­

tion  unless consent to do so is ob ta ined 
from  the Commissioner. A  change in  

ta x consequences a lone is not su fficient

to ob ta in  consent to change the trea t­
m en t o f an  opera ting m in era l interest. 
H ow ever, consent m ay be appropria te 
where, fo r  example, there has been a 
su b stantia l change in  the ta xpayer’s op ­
erations so th a t a  m a jor p a rt o f an  a ggre ­
ga tion  becomes a  pa rt o f another op ­
era tin g u nit. App lica tions fo r  consent 
sha ll be m ade in  w ritin g to the C om m is ­
s ioner o f In tern a l Revenu e, W ash in gton  
25, D .C. Th e app lica tion  mu st be accom ­
pan ied b y a  s ta tem en t in d ica tin g the 
reason or reasons fo r  the change and 
fu rn ish ing th e in form a tion  requ ired  in  
subparagraph (5 ) ( i )  o f th is  pa ragraph , 
unless such in form a tion  has b een p revi­
ously filed  and  is cu rrent.

(8 ) Invalid  aggregations— (i)  G en ­

eral rule. In  add ition  to aggregations  
wh ich  are inva lid  u nder this section be­
cause o f the fa ilu re to m ake tim ely elec ­
tions, a ggregations  m ay be inva lid  u nder 
th is section  in  situ ations w hich  m a y be 
divided in to tw o genera l categories. Th e 
firs t ca tegory involves  inva lid  basic 
aggregations . Th e second ca tegory 
involves in va lid  additions  to basic 
aggregations.

( ii)  Invalid  basic aggregations. Th e 
term  “inva lid  basic aggregations” refers  
to aggregations  w hich  are in itia lly in ­
va lid. G en era lly, a basic aggrega tion  is 
in itia lly in va lid  because it does n ot in ­
clude a ll the separate opera ting m inera l 
in terests w hich  comprise a  complete 
m ine or m ines or because it inclu des 
separate opera ting m inera l interests 
which are n ot p a rt o f th e same opera ting 
u nit. I f  th e ta xpa yer makes an  In va lid  
basic aggregation, each  o f th e separate 
opera ting m inera l in terests inclu ded in  
such a ggregation  sha ll b e trea ted  as a 
separate property fo r  the firs t taxab le 
yea r fo r  w hich  the election  is made and 
fo r  a ll subsequent taxab le years  unless 
consent is ob ta ined from  th e C omm is ­
s ioner to trea t any such in terest in  a  
d ifferen t manner. C onsent w ill be 
gran ted  in  appropria te cases. For ex ­
ample, assume th a t the ta xp a yer elects 
to form  an a ggrega tion  o f the opera tin g 
m inera l in terests w h ich  comprise one 
or m ore com plete mines. I f  the ta x ­
payer dem onstrates th a t h e in ad vert­
en tly fa iled  to inclu de a  m in or p a rt o f 
one o f the a ggregated  mines or in ad ­
verten tly inclu ded a  m inor p a rt o f a n ­

oth er mine th a t is  n ot a  p a rt o f the 

a ggregation , consent w ill ord ina rily be 

gran ted  to m a in ta in  the a ggregation  by 

inclu ding the p a rt om itted  or  b y ex ­

clu d ing the p a rt included. Th e p ro ­

visions o f th is su bdivision m ay be illu s ­

tra ted  by the follow in g examples:

Example ( 1)-. I n  1958, t axpay e r A  owned  
t en ope rat ing m ine ral int erests, de signated  

No . 1 t hro ugh  No . 10, w h ic h he  operat ed as a 

unit . Inte re sts Nos. 1 t hro ugh 5 com prised  
m ine  X , and int erests Nos. 6 t h ro ugh  10 Com ­
prised m ine  Y . T axpay e r A  had  m ade  his 

f irst  dev elopm ent  expendit ure  w i t h  respect  
t o  each o f  the  t en inte rest s be fo re  January  

1, 1958. T axpay er A  elected unde r sect ion  

614(c ) (1 ) and (3 ) (A )  t o  aggregate  interest s 
Nos. 1 t h ro ugh  8 fo r  1958 and all subsequent  
t axable  years. T he  aggregat ion fo rm ed by  

taxpaye r A  is an  inv alid  basic  aggregat ion  
bec ause  i t  does no t  inc lude  all t he  ope rat ing  
m ine ral inte rest s which com prise  a com ple te  

m ine  or m ines. T he re fo re , int erests Nos. 1 

t hro ugh 8 m ust  be  t reated as separate p ro p ­
ert ies fo r  1958 and all subsequent  t axable
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y ears unle ss consent  Is o btained fro m  the  

Co m m issioner t o  t reat  any  o f  such int erests 

i n  a d i ff e rent  m anne r.
Example ( 2 ) .  I n  1958, t axpaye r B  owned  

t e n  o pe rat ing m ine ral interest s designat ed  

No . 1 t hro ugh  No . 10. Int e rest s N o s. ' 1 

t hro ugh  5 com prised m ine  X , and int erests 

Nos. 6 t h ro ugh  10 com prised m ine  Y . T ax ­
pay e r B  had m ade  h is fi rst  dev e lo pm ent  ex ­
pe ndi ture  w i t h  respec t  t o  each o f  t he  t en  

int erest s be fo re  January  1, 1958. T axpay er 

B  elect ed unde r sect ion 614(c ) (1 ) and
(3 ) (A )  t o  aggregate  int erest s Nos. 1 t hro ugh  

10  f o r  1958 and al l  subsequent  t axable  years. 
Upo n  audit , i t  was de te rm ined that  m ines 

X  and Y  were in  two  separate  ope rat ing  unit s.. 
T here fo re , the  aggregat ion fo rm ed by  t ax ­
pay e r B  is inv alid, and int erest s Nos. 1 

t h ro ugh  10  m ust  be t reat ed as separate  p ro p ­
ert ies fo r  1958 and all subsequent  t axable  

y ears unle ss consent  is o btained f ro m  the  

Com m issioner t o  t reat  any  o f  such int erest s 

in  a di f fe rent  m anne r. ,

( iii)  Invalid  additions. Th e term  “in ­
va lid  add ition” refers  to an opera ting 
m in era l in terest w hich  is in va lid ly a ggre ­
ga ted  w ith  an  exis ting a ggregation . 
G enera lly, an  add ition  is in va lid  because 
it is a  p a rt o f a  m ine and is aggregated  
w ith  an  aggrega tion  w hich  does n ot in ­
clu de oth er interests  w hich  are parts o f 
th e same m ine, or because it is in  one 
opera tin g u n it and is inclu ded as p a rt o f 
an  aggrega tion  w hich  is in  another op ­
era tin g u nit. I f  an  inva lid  add ition  is 
p roperly a  p a rt o f a  m in e w ith  respect to 
w hich  oth er interests have been va lid ly 
a ggrega ted  fo r  a  ta xab le yea r p rior to the 
firs t taxab le yea r fo r  w h ich  th e election  
to  aggrega te th e in va lid  add ition  is made, 
th en  th e in va lid  add ition  sha ll be in ­
clu ded in  the aggrega tion  o f wh ich  it is 
p roperly a  p a rt fo r  such firs t ta xab le 
yea r and  a ll subsequent taxab le years. 
A n y oth er inva lid  addition  sha ll be 
trea ted  as a  separa te p roperty fo r  the 
firs t ta xa b le yea r fo r  wh ich  the election  
to  aggrega te such addition  is made and 
fo r  a ll subsequent taxab le years  unless 
consent is ob ta ined from  the C ommis ­
s ioner to  trea t any such in terest in  a  
d ifferen t manner. Th e provisions o f this 
su bdivision m a y be illu stra ted by the fo l ­

low in g examples :

Example ( I ) . .  I n  1958, t axpaye r A  owned  
six o pe rat ing  m ine ral int erests, designated  

No . 1 t h ro ugh  No . 6 , w h ic h  he  operated as 
a un i t . In t e re st s Nos. 1 t hro ugh  3 co m ­
prised m ine  X , and  Int erest s Nos. 4 t hro ugh  

6  com prised m ine  Y .  T axpay er A  had m ade  
bi s  f irst  de v e lo pm ent  e xpendit ure  w i t h  re ­
spec t  t o  each o f  t he  six interest s be fo re  
January  1, 1958. T axpay e r A  elect ed unde r  

sec t ion 6 14 (c ) (1 ) and (3 )  ( A )  t o  aggregat e  

int e rest s Nos. 1 t h ro ugh  3 f o r  1958 and  al l  
subsequent  t axable  years. He  elect ed to  
t re at  inte rest s Nos. 4 t h ro ugh  6 as separate  

propert ies f o r  1958 and  al l  subsequent  t ax ­
able  years. I n  1959, t axpaye r A  acquired and  
m ade  h is fi rst  de v e lo pm ent  e xpenditure  w i t h  

respec t  t o  int e re st  No . 7. In t e re st  No . 7 was 
a part  o f  the  m ine  com posed o f  interest s 
Nos. 4 t h ro ugh  6 . T axpay er A  elect ed unde r  

sec t ion 614 (c ) (1 ) and  (3 ) (A )  t o  aggregat e  

int e re st  No . 7 w i t h  the  aggregat ion o f  i n ­
terest s Nos. 1 t h ro ugh  3 fo r  1959 and  al l  
subsequent  t axable  years. In t e re st  No . 7 
is an  inv alid  addit io n  and m ust  be  t reated  

as a separat e  propert y  f o r  1959 and a l l  sub ­
seque nt  t axable  years. I t  c anno t  be  aggre ­
gat ed w i t h  inte rest s Nos. 4 t h ro ugh  6 since  
taxpay e r A  has prev iously  e lec ted t o  t reat  

suc h interest s as separate  propert ies. H o w ­
ever, the  v al id  basic  aggregat ion  com posed  

o f  int erest s Nos. 1 t hro ugh  3 is no t  affect ed 

by  the  inv alid  addi t io n  o f  interest  No . 7.

Example ( 2 ) .  A ssum e  t he  sam e fac t s 

as in  exam ple  (1 ) except  t h at  t axpay e r A  

elec ted unde r sec t ion 614 (c ) (1 )  and  (3 ) (A )  
t o  aggregat e  interest s Nos. 1 t h ro ugh  3 as 
one  aggregat ion and  Int erests Nos. 4 t hro ugh  
6 as ano the r aggregat ion  f o r  1958 and all  
subsequent  t axable  years. T he  aggregat ion  
o f  int e re st  No . 7 w i t h  the  ‘aggregat ion co n ­
sist ing  o f  interest s Nos. 1 t h ro ugh  3 co n ­
st i tut es an  inv alid  addit ion. Int e re st  No . 7 
m ust  be  inc luded in  t he  aggregat ion con ­
sist ing  o f  int erest s Nos. 4 t h ro ugh  6 f o r  1959 

and all subsequen t  t axable  years.
Example (3 ) .  I n  1958, t axpay e r B  o wned  

t hree  ope rat ing  m ine ral int erests, de signated  

No . 1 t h ro ugh  No . 3, w h ic h com prised m ine  

X . T axpay er B  had m ade  his first  dev e lo p ­
m ent  e xpendit ure  w i t h  respec t  t o  each o f  
t he  three  interest s be fo re  January  1, 1958. 
T axpay e r B  elect ed unde r sect ion 614 (c ) (1 )  
and (3 ) (A )  t o  aggregat e  int erest s Nos. 1 

t h ro ugh  3 f o r  1958 and al l  subsequent  t ax ­
able  years. I n  1959, t axpaye r B  acquired  

int e rest s Nos. 4 t h ro ugh  7 w h ic h com prised  
m ine  Y . T axpay er B  m ade  h is first  dev e lo p ­
m ent  e xpendit ure  w i t h  respec t  t o  each o f  

t he  f o ur  interest s during  1959. T axpay e r B  

elec ted unde r sect ion 614(c ) (1 ) and (3 ) (A )  
t o  aggregat e  int erest s Nos. 4 t h ro ugh  6 and  
to  aggregat e  int e re st  No . 7 w i t h  the  aggrega ­
t ion consist ing o f  int erest s Nos. 1 t h ro ugh
3 f o r  1959 and a l l  subsequent  t axable  years. 
T he  aggregat ion consist ing o f  int erest s Nos.
4  t h ro ugh  6 is ah  inv alid  basic  aggregat ion, 
and the  aggregat ion o f  inte rest  No . 7 is an  
inv alid  addit ion. Int e re st s Nos. 4 t h ro ugh  7 

m ust  be  t reat ed as separate  propert ies fo r  
1959 and  al l  subsequent  t axable  y ears unle ss 

consent  is o btained f ro m  the  Co m m issioner  

t o  t reat  suc h int erests in  a di ff e rent  m anne r.

(g )  Special rule  as to deductions un ­

der section 615(a) prior to aggregation—  
(1 ) G eneral rule. I f  ah  a ggregation  o f 
opera ting m inera l in terests u nder section  
614(c) ( 1) and pa ragraph  (a ) o f this sec­
tion  inclu des any in terest or in terests in  
respect o f w h ich  exp lora tion  expendi­
tu res, pa id  or incu rred a fter  the acqu isi­
tion  o f such in terest or  interests, w ere 
deducted b y th e ta xpa yer u nder section 
615(a ) fo r  any taxab le yea r w h ich  p re ­
cedes the da te on  w hich  such aggrega tion  
becomes effective, then  th e ta x  imposed 
by ch apter 1 o f the In tern a l Revenu e 
C ode o f 1954 fo r  the taxab le yea r or 
years  in  w hich  such exp lora tion  expendi­
tu res w ere so deducted sha ll b e recom ­
pu ted  in  accordance w ith  th e ru les con ­
ta ined  in  th is  pa ragraph . I f  an  opera t­
in g m inera l in terest is  added to such 
a ggrega tion  fo r  a  subsequent taxab le 
yea r and exp lora tion  expenditu res made 
w ith  respect to such in terest a fter  its  
acqu isition w ere dedu cted b y the ta x ­
payer u nder section 615(a ) fo r  any ta x ­
ab le yea r w hich  precedes th e da te on  
wh ich  the a ggregation  o f such additiona l 
in terest b ecomes effective, then  the ta x  
imposed by ch apter 1 o f th e In tern a l 
Revenu e C ode o f 1954 fo r  th e taxab le 
yea r or years in  wh ich  such exp lora tion  
expenditu res w ere so deducted sha ll be 
recomputed. F or  purposes o f th is p a ra ­
graph, such taxab le yea r or years shall 
b e referred  to  as th e taxab le yea r or 
years  fo r  w hich  a  recom pu tation  is re ­
qu ired to b e made. See pa ragraph  ( f )  
( 6 ) o f th is section fo r  rules, rela tin g to 
th e da te on  w hich  an  a ggrega tion  b e ­
comes effective or the da te on  w hich  th e 
aggrega tion  o f an  additiona l in terest to 
an  a ggrega tion  becomes effective. See 
su bparagraph (3 ) o f th is pa ragraph  fo r  
ru les rela tin g to the m ethod o f recompu ­
ta tion  o f ta x. Th e provis ions  o f th is

su bparagraph m a y be illu strated by the 
fo llow in g examples:

Example ( I ) .  I n  1954, taxpaye r A  owned 

tw o  o pe rat ing  m ine ral inte rest s designated 
Nos. 1 and  2. Int e re st  No . 1 was in  the pro­
duc t io n  stage  prio r t o  1954. T he  first  explo­
rat i o n  expendit ures w i t h  respec t  to  interest 
No . 2 were  m ade  by  taxpay e r A  in  1954 and 

were  deduc t ed unde r sect ion 615(a) on his 

re t urn  fo r  t hat  year. I n  1955, taxpayer A 
m ade  h is fi rst  dev e lo pm ent  expenditure  with 

respec t  t o  inte rest  No . 2, and thereafter it 
was operat ed w i t h  interest  No . 1 as a unit. 
T axpay er A  elected unde r sect ion 614(c) (1) 
and  (3 ) (B )  t o  fo rm  an aggregat ion o f inter­
ests Nos. 1 and  2 f o r  1955 and  al l  subsequent  
t axable  years. T axpay er A  m ust  recompute 
his t ax  fo r 1954 in  acco rdance  w i t h  this para­
graph.

Example (2 ) .  A ssum e the>sam e facts as 
i n  exam ple  (1 ) except  t hat , in  1957, taxpayer 
A  acquired ano the r ope rat ing  m ine ral inter­
est, .designated No . 3, m ade  his first  explora­
t io n  expendit ures w i t h  respec t  to  such in­
t erest  in  t hat  year, and  deducted such ex­
penditure s unde r sect ion 615 (a) on his return 

f o r  t hat  year. I n  1958, t axpay e r A  made his 
f i rst  dev e lo pm ent  e xpendit ure  w i t h  respect 
t o  inte rest  No . 3. In t e re st  No . 3 was part  of 
t he  sam e ope rat ing  un i t  as int erests Nos. 1 
and 2. T axpay er A  elect ed unde r section 

614(c ) (1 ) and (3 ) (B )  t o  add int erest  No. 3 
t o  h is aggregat ion o f  inte rest s Nos. 1 and 2 
f o r  1958 and al l  subsequent  t axable  years. 
T axpay e r A  m ust  recom pute  h is t ax  fo r 1957 

in  acco rdance  w i t h  this paragraph.

(2 ) Exceptions— (i)  Taxable years be­

ginning before January  1, 1958. In  the 
case o f exp lora tion  expenditures de­
du cted by th e ta xp a yer w ith  respect to 
an  opera ting m inera l in terest for any 
taxab le yea r b eginn ing b efore January 
1, 1958, su bparagraph ( 1) o f this para­
graph  shall app ly on ly if the taxpayer has 
m ade an  election  u nder section 614(c)
( 1) or ( 2 ) w ith  respect to th e operating 
u n it o f w h ich  such in terest is a  part and 
such election  applies to the taxab le year 
fo r  w h ich  such exp lora tion  expenditures 
w ere deducted. Thu s, if the taxpayer 
does n ot make an  election  w ith  respect to 
th e opera ting u n it u nder section 614(c)
(1 ) or (2 ) and (3 ) (B ) ,  subparagraph (1) 
o f th is  pa ragraph  does n ot apply in the 
case o f exp lora tion  expenditures de­
du cted w ith  respect to any operating 
m inera l in terest w hich  is a  pa rt of such 
opera ting u n it fo r  any taxab le year be­
ginn ing b efore Janu ary 1, 1958. The 
provisions o f th is  subdivision may be 
illu stra ted  b y the follow in g examples:

Example ( 1) .  I n  1956, taxpaye r A  acquired 
tw o  o perat ing m ine ral int erests designated 

Nos. 1 and 2. In t e re st  No . 1 was in  the pro­
duc t io n stage at  t hat  t im e. T axpay er A  made 
his first  explo rat ion expenditures w ith respect 
t o  Int e rest  No . 2 in  1956, 1957, and 1958 and 
deduct ed such expendit ures under section 

615 (a) o n  his re turns f o r  such years. In 
1959, taxpay e r A  m ade  h is fi rst  development  

expendit ure  w i t h  respec t  t o  interest  No. 2. 
Inte re sts Nos. 1 and 2 were operated as a 
unit . T axpay er A  elect ed unde r section 

614(c ) (1 ) and (3 ) (A )  t o  aggregate  inter­
ests Nos. 1 and  2 f o r  1959 and al l subsequent  
t axable  years. Only  the  explo rat ion expendi­
tures deducted by  the  t axpaye r fo r 1958 must 
be  t aken int o  ac co unt  fo r  purposes o f ap­
p ly ing  subparag raph  ( 1 ) o f  th is paragraph 

Example (2 ) .  I n  1954, taxpaye r B  owned 
two  ope rat ing  m ine ral int erests, designatea 

Nos. 1 and 2, w h ic h  he  operat ed as a unit. 
In t e re st  No . 1 was in  the product ion stage 

at  t hat  t im e, and  int e re st  No . 2 representea 

one m ine ral deposit  in  a sing le  t ract  of 
whic h was be ing  ext rac ted by  means of tw
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mlnm Under sect ion 614 (c ) (2 ) and  (3 ) (B ) ,  

taxpayer B  elects t o  t re at  Interest  No . 2 as 

two separate o pe rat ing m ine ral int erests, 
designated as Nos. 2 (a )  and  2 (b ) ,  f o r  1954 

and all subsequent  t ax able  years. I n  1955, 
taxpayer B acquired o pe rat ing m ine ral in t e r ­
est No. 3. He m ade  bis fi rst  explo rat ion ex ­
penditures w ith  respec t  to  int erest  No . 3 

in 1955, 1956, and  1957 and deduc t ed such  

expenditures unde r sect ion 615 (a) o n  his 

returns fo r such years. I n  1958, taxpaye r B  

made his first  dev e lo pm ent  expenditure  w i t h  

respect to  Inte rest  No . 3, and the reaf t e r i t  

was operated w ith int erests Nos. 1, 2 (a ) ,  and  

2 (b) as a unit . T axpay er B  elects unde r sec ­
tion 614(c) (1 ) and (3 ) (B )  to  aggregate  

interests Nos. 1 and 3 fo r 1958 and  al l  sub ­
sequent taxable years. T he  explo rat ion ex ­
penditures deduct ed by  the t axpaye r fo r  1955,
1956, and 1957 m ust  be  taken in t o  account  

for purposes o f  apply ing  subparag raph  ( 1 ) 
of this paragraph since t he  t axpaye r has 

made an elect ion unde r sec t ion 614(c ) (2 )  
with respect to  the ope rat ing un i t  o f  w h ic h  

interest No. 3 is a part  and  such elect ion  

applies to the  t axable  years 1955, 1956, and
1957.

(ii) Interests formed pursuant to an 
election under section 614(c ) (2 ).  In  the 
case of explora tion  expenditu res de ­
ducted w ith  respect to an  opera ting m in ­
eral interest w hich  the ta xpayer elects 
to treat as more than  one such in terest 
under section 614(c) (2 ) and pa ra gra ph
(b) of this section, su bparagraph ( 1) o f 
this paragraph shall n ot apply. Thu s, 
if the taxpayer deducts exp lora tion  ex ­
penditures w ith  respect to an  opera ting 
mineral interest, subsequently elects to 
treat such in terest as m ore than  one 
interest under section 614(c) (2 ),  and in ­
cludes one o f the new ly form ed  in terests 
in an aggregation u nder section 614(c) 
(1),  subparagraph ( 1) o f th is pa ra gra ph  
does not apply in  the case o f the éx-  
ploration expenditu res dedu cted w ith  
respect to the in terest w h ich  the ta x ­
payer elected to trea t as m ore than  one 
interest. Th e provisions o f th is  sub ­
division may be illu stra ted b y the fo l ­
lowing examples:

Example (1 ).  in. 1958, taxpaye r A  ac ­
quired two operat ing m ine ral int erests, 
designated Nos. 1 and 2, w h ic h he  operated  
as a unit . Each interest  was an  interest  in  

a single m ineral deposit  in  a single  t rac t  o r  
parcel o f land. T here  was a m ine  i n  the  

production stage on each o r t he  two  interests' 
at that time. T axpay er A  elect ed unde r sec ­
tion 6 1 4 (c ) (1 ) (B )  to  t reat  int erest s Nos. 1 
and 2 as separate propert ies. I n  1959 and  
i960, taxpayer A  m ade  explo rat ion expendi ­
tures with respect  to  int e re st  No . 2 fo r  the  
purpose o f  extrac t ing the  m ine ral by  m eans 
or a second m ine , and  he  deduct ed such e x - 

? Q c ^ Ures on k *8 re turns f o r  such years. I n  
“ «1, taxpayer A  m ade h is fi rst  dev e lo pm ent  

expenditure with respect  t o  a second m ine  o n  

™ ®rest No - 2. T axpay er A  elected unde r  
section 614(c) (2 ) to  t reat  inte rest  No . 2 as 

w o  separate operat ing m ine ral int erests, 

as No s- 2 ( a ) and 2 (b ) ,  fo r 1961 

Wn o / \ SUbsequent t axable  years. Int e rest  
, / ( contained the pro duc ing  m ine  and

. S*i 2 ( b ) contained the  subsequent ly  
— f f dne.  I n  his re turn  fo r 1961, t ax ­
payer A  also e lected unde r sect ion 614(c ) (1 )  

to aggregate interests Nos. 1 and 2 (b )  fo r  

« m w V ?  811 subse<iuent  t axable  years. T he  
expenditures deduct ed w i t h  re - 

d a t r i ° i nterest  N o - 2 P rio r t o  the effect ive  
an r i o / i r16 fo rm at ion o f  int erests Nos. 2<a) 
nii irv lb neec* no t  be  taken int o  ac count  fo r

S i i s S g 2 PJ pplying subparagraph W  of

C ^ J 2 ) ' ?n  1954, taxPayer B  owned  
operat ing m ineral int erest s de signated

Nos. 1 and 2. Int e re st  No . 1 was an  interest  
in  a sing le  m ine ral deposit  in  a  single  t rac t  

o f  land w h ic h was be ing  extrac ted by  m eans 
o f  tw o  m ines. T axpay er B  elect ed unde r sec ­
t ion 614(c ) (2 ) and  (3 ) (B )  t o  t reat  int erest  
No . 1 as two  separate o pe rat ing m ine ral i n ­
terests, de signat ed as Nos. 1 (a ) and 1 (b ) ,  
f o r  1954 and al l  subsequent  t axable  years. I n  
1955, 1956, and  1957, t axpay e r B m ade  ex ­
p lo rat ion  expenditures w i t h  respec t  to  i n ­
terest  No . 2 and  deducted such expenditures 

o n h is re turns fo r  such years. I n  1958, t ax ­
pay e r B  m ade  his fi rst  dev e lo pm ent  e xpendi ­
t ure  w i t h  respec t  to  inte rest  No . 2, and, on  
his re turn  fo r t hat  year, taxpaye r B  elect ed to  

aggregate  interest s Nos. 1 (a ) and 2 unde r sec ­
t ion 614 (c ) (1 ) f o r  1958 and  all subsequent  
t axable  years. T he  explo rat ion expenditures 

deduc t ed w i t h  respec t  t o  int e re st  No . 2 fo r  
1955, 1956, and  1957 shall be  taken int o  

acco unt  fo r purposes o f  apply ing  subpara ­
g raph ( 1 )  o f  th is paragraph  since  such ex ­
p lo rat ion  expenditures were  deducted w i t h  
respec t  t o  an  int e re st  t o  w h ic h  this sub ­
div ision does no t  apply .

(3 ) Recomputation of tax— ( i) G en ­

eral rule. In  the case o f an aggregation  
form ed  u nder section 614(c) (1 ) and 
pa ra gra ph  (a ) o f th is  section in  respect 
o f wh ich  a  recom pu tation o f ta x  is re-  

. qu ired to b e made u nder the provisions 
o f su bparagraphs ( 1) and ( 2 ) o f th is 
pa ra gra ph  fo r  any taxab le yea r or  years, 
the ta x imposed by ch apter 1 o f the In ­
terna l Revenu e C ode o f 1954 shall b e re ­
compu ted fo r  each such taxab le year 
as if—

(a ) Th e ta xpayer had elected to form  
an  aggrega tion  fo r  the taxab le yea r fo r  
w hich  the recom pu tation is requ ired to 
be made, and

(b ) Such aggrega tion  had inclu ded a ll 
the in terests inclu ded  in  the a ggrega ­
tion  form ed  u nder section 614(c) ( 1 ) ex ­
cept those interests w h ich  the taxpayer 
did not ow n du ring the taxab le yea r fo r  
wh ich  the recom pu tation  is requ ired to 
be made and those in terests in  respect 
o f w hich  the ta xpayer had  made no ex ­
penditu res fo r  exploration , development, 
or opera tion  b efore or du ring the ta x ­
ab le yea r fo r  wh ich  the recom pu tation  is 
requ ired to be made.

I f  a recom pu tation  o f ta x  is  requ ired to 
be made fo r  any ta xab le yea r in  the case 
o f the aggrega tion  o f an  add itiona l in ­
terest to an  exis ting a ggrega tion  under, 
section 6 1 4 (c )(1 ), such recom pu tation  
sha ll be made as if—

(c ) Th e ta xpayer had  elected to form  
an a ggregation  fo r  the ta xab le yea r for  
wh ich  the recom pu tation  is  requ ired to 
b e made, and

(d ) Such aggrega tion  h ad  inclu ded 
a ll the in terests inclu ded in  the a ggre ­
ga tion  form ed  u nder section 614(c) ( 1) 
(inclu d ing an y in terest w hich  the ta x ­
payer had disposed o f p rior to the date 
on  w hich  the a ggrega tion  o f the add i­
tiona l in terest b ecomes effective) except 
those in terests w hich  the ta xpayer d id  
not ow n d in in g the taxab le yea r fo r  
w hich  the recom pu tation  is requ ired to 
be made and those in terests in  respect 

o f which the ta xpayer had  made no ex ­

penditu res fo r  explora tion , development, 
or opera tion  b efore or du ring the ta x ­

ab le yea r fo r  wh ich  the recom pu tation is 
requ ired to be made.

For purposes o f this paragraph , any a g ­

grega tion  wh ich  is trea ted  as having 

been form ed  u nder subdivisions (a ) and

(b ) or u nder su bdivisions (c ) and (d ) 
shall be referred  to as the “constru cted 
a ggrega ted  p roperty” .

( ii)  Recomputation o f depletion al­

low ance. Th e ta xpa yer sha ll compute 
the dep letion  a llow ance w ith  respect to 
the constru cted a ggrega ted  p roperty for  
the taxab le yea r fo r  w hich  th e recom ­
pu ta tion  is requ ired to be made. In  
m aking th is compu tation, cost dep letion  
fo r  such taxab le yea r sha ll b e computed 
w ith  reference to th e dep letion  u n it fo r  
the constru cted aggregated  property. 
See pa ra gra ph  (a )  o f § 1.611-2. P e r ­
centage dep letion  fo r  such taxab le yea r 
sha ll n ot exceed 50 percent o f the ta x ­
a b le income from  th e constru cted a g ­
grega ted  p roperty compu ted in  accord ­
ance w ith  § 1.613-4. I f  a  recom pu tation  
is  requ ired to be made fo r  the same ta x ­
ab le yea r w ith  respect to any oth er a g ­
grega tion  or aggregations  form ed  b y the 
ta xpayer u nder section  6 1 4 (c )(1 ), the 
dep letion  a llow ance w ith  respect to  the 
oth er constru cted a ggrega ted  p roperty 
or properties shall be s im ila rly compu ted. 
If,  fo r  a  taxab le yea r in  respect o f w hich  
a  recom pu tation  is  requ ired, th e sum o f 
the dep letion  a llow ance or a llowances  as 
compu ted u nder th is  su bdivision is  less 
than  the sum o f the dep letion  a llow ance 
or a llowances actu a lly deducted fo r  such 
taxab le yea r w ith  respect to a ll th e p rop ­
erties requ ired  to be taken  in to accou nt 
in  m aking th e com pu ta tion  u nder this 
subdivision, then  the tota l dep letion  a l ­
lowance deducted b y th e ta xpa yer fo r  
such taxab le yea r shall b e redu ced by the 
difference. Th e taxab le incom e or  net 
opera ting loss o f th e ta xpayer fo r  such 
taxab le yea r sha ll b e ad ju sted  to  reflect 
such redu ction fo r  pu rposes o f the re ­
compu tation  o f tax. H ow ever, if fo r  a 
taxab le yea r in  respect o f w h ich  a  re-  
compu tation  is  requ ired, the sum of the 
dep letion  a llow ance or a llowances as 
compu ted u nder th is  subdivision exceeds 
the sum o f th e dep letion  a llow ance or a l ­
lowances actu a lly dedu cted fp r  such ta x ­
a b le yea r w ith  respect to a ll the p roper ­
ties  requ ired  to b e taken  in to accou nt in  
m aking the com pu ta tion  u nder th is  sub ­
d ivision, the recom pu tation  o f ta x  fo r  
such taxab le yea r is disregarded fo r  pu r ­
poses o f app lying section  614(c) (4 ) ( B ) , 
(C ) ,  and (D ).

( iii)  Effect o f recomputation w ith re ­

spect to  items based on amount of in ­

come. In  m aking the recom pu tation  of 
ta x  u nder th is su bparagraph fo r  any 
taxab le year, any deduction, cred it, or 
oth er a llowance w hich  is based u pon the 
adju sted gross incom e or ta xab le incom e 
o f the ta xpayer fo r  such yea r sha ll be 
recompu ted taking in to accou nt the ad ­
ju stm ent requ ired u nder su bdivision (ii)  
o f this subparagraph. For example, if 
a  corporate ta xpa yer’s taxab le income is 
increased u nder the provisions o f such 
subdivision, then  the amou nt o f ch a ri­
tab le contribu tions w h ich  m ay be de ­
du cted u nder the lim ita tion  conta ined  in  
section 1 7 0 (b )(2 ) sha ll b e correspond ­
in gly increased fo r  purposes o f th e re ­
compu tation. M oreover, the effect th a t 
the recom pu tation  o f any deduction, 
credit, or other a llow ance fo r  a  ta xab le 
yea r has on  the ta x  imposed fo r  any 
other taxab le yea r sha ll also be taken  
in to account fo r  purposes o f the recom ­
pu ta tion  o f ta x u nder th is  subparagraph.
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(iv )  Effect of recomputation w ith re ­

spect to a net operating loss and a net 
operating loss deduction. I f  the recom -  
pu ta tion  of ta x  u nder this su bparagraph 
fo r  th e taxab le yea r fo r  which th e re ­
compu tation  is requ ired to be made re ­
su lts in  a  redu ction  of a  n et opera ting 
loss fo r  such year, then the ta xpayer 
sha ll take in to accou nt the effect o f such 
redu ction  on  the ta x imposed by chapter 
1 o f the In tern a l Revenu e C ode of 1954 
(or  b y corresponding provisions o f the 
In tern a l Revenu e C ode o f 1939) fo r  any 
taxab le yea r a ffected by such reduction.
I f  the recom pu tation  o f ta x  fo r  the ta x ­
ab le yea r fo r  wh ich  the recom pu tation  is 
requ ired  to be made resu lts in  an  in ­
crease in  taxab le income as defined in  
section  172(b ) ( 2 ) fo r  such year, then  the 
ta xpayer shall take in to account the 
effect o f such increase on  the ta x  im ­
posed by chapter 1 of the In tern a l R eve ­
nue C ode o f 1954 (or by corresponding 
provisions  o f the In tern a l Revenu e Code 
o f 1939) fo r  any ta xab le yea r a ffected  by 
such increase. Fu rtherm ore, in  m aking 
th e recom pu tation  o f ta x fo r  any taxab le 
yea r fo r  wh ich  the recom pu tation  is re ­
qu ired to b e made, the ta xpa yer shall 
take in to accou nt any change in  the net 
opera tin g loss dedu ction fo r  such yea r 
resu lting from  the recom pu tation  o f ta x 
fo r  any oth er taxab le yea r fo r  w hich  a  
recom pu tation  is requ ired  to b e made. 
For provisions rela tin g to the net oper ­
a tin g loss dedu ction, see section 172 and 
th e regu la tions thereu nder.

(v )  D eterm ination of increase in tax. 
I f  th e ta xpayer elects to form  an  a ggre ­
ga tion  or a ggregations fo r  a  taxab le yea r 
u nder section 614(c) ( 1) and if a  recom ­
pu ta tion  o f ta x  is requ ired to b e made 
u nder th is pa ragraph  fo r  any p rior ta x ­
ab le yea r or years, th en  the ta xpayer 
shall compu te the d ifferen ce betw een  the 
ta x  as recompu ted u nder th is su bpara ­
graph  fo r  sucn p rior taxab le yea r or 
years (a nd  oth er ta xab le years  a ffected 
b y th e recom pu tation ) and the ta x  lia ­
b ility previou s ly determ ined  (compu ted 
w ithou t rega rd  to ^section 6 1 4 (c ) (4 ) )  
w ith  respect to such p rior taxab le yea r 
or years  (a nd  oth er taxab le years  a f ­
fected  by th e recom pu ta tion ). I f  the 
ta xp a yer is  subsequently requ ired  to 
make a  recom pu tation  w ith  respect to 
any taxab le yea r or years fo r  w hich  he 
has previou s ly made a  recom pu tation, 
then  the ta xpa yer shall compute th e 
difference betw een  the ta x  as subse­
qu ently recom pu ted fo r  such taxab le 
yea r or years  (a n d  oth er taxab le years  
a ffected  b y the subsequent recom pu ta ­
tion ) and  the ta x  as previou s ly recom ­
pu ted  fo r  such ta xab le yea r or years (and  
oth er taxab le years a ffected  b y the sub ­
sequent recom p u ta tion ). For trea tm ent 
o f the increase in  ta x  resu lting from  th e 

'recom pu ta tion  o f ta x  u nder th is sub-  
pa ragraph , see su b paragraph (4 ) o f th is  
pa ragraph .

(4 ) Treatm ent of increase in  tax— (i) 
G eneral rule. I f  the ta xpayer elects to 
form  an  a ggrega tion  or aggregations fo r  
a  ta xab le yea r u nder section 614(c) (1 ) 
and if a  recom pu tation  of ta x  is requ ired 
to b e made fo r  any p rior taxab le yea r or 

years, then  the tota l increase in  ta x  re ­
su lting from  such recom pu tation  deter ­
m ined  u nder su bparagraph  (3 ) (v )  o f this

pa ragraph  shall b e taken  in to account in  
the firs t taxab le yea r to w hich  the elec­
tion  to form  such aggrega tion  or a ggre ­
ga tions  is app licab le and in  each suc­
ceed ing taxab le yea r u ntil the fu ll 
amou nt of such tota l increase in  ta x  has 
b een taken  in to account. Th e number 
o f taxab le years  over wh ich  such tota l 
increase shall be taken  in to accou nt shall 
be equ al to the number o f taxab le years 
fo r  wh ich  a recom pu tation  of. ta x  is re ­
qu ired to be made u nder su bparagraph 
( 1) o f th is  pa ra gra ph  as lim ited  by sub- 
pa ragraph  (2 ) of this pa ragraph  and fo r  
wh ich  such recom pu tation  resu lts in  a 
redu ction o f the ta xpayer’s dep letion  a l­
lowance u nder su bparagraph (3 ) ( ii)  of 
this pa ragraph . Th e amou nt of the in ­
crease in  ta x  wh ich  is to b e taken  in to 
accou nt in  a ta xab le yea r is determ ined 
by divid ing the tota l increase in  ta x  by 
the nu mber o f taxab le years  over which 
such tota l increase is to be taken  in to 
account. Th e ta x  imposed b y chapter 1 
o f the In tern a l Revenu e Code o f 1954 fo r  
each of the taxab le years over w hich  the 
tota l increase in  ta x  is  to b e taken  in to 
accou nt shall b e increased b y the amount 
determ ined in  accordance w ith  the p re ­
ced ing sentence. H ow ever, such increase 
in  ta x fo r  each o f such ta xab le years shall 
have no effect upon the determ ina tion  o f 
the amou nt o f any cred it against the ta x 
fo r  any o f such ta xab le years. For ex ­
ample, the amou nt o f such increase shall 
not a ffect the com pu tation o f the lim ita ­
tion  on  the foreign  ta x  cred it u nder sec­
tion  904. Th e amou nt of the increase in  
ta x w hich  is requ ired to be taken  in to 
accou nt b y the ta xpayer in  a pa rticu la r 
taxab le year u nder section  614(c) (4 ) (C ) 
shall b e trea ted  as a  ta x  imposed w ith  
respect to such taxab le years even 
thou gh, w ithou t rega rd  to section 614 
(c ) ( 4 ) and th is pa ragraph , such ta x ­
payer wou ld otherw ise have no ta x  lia ­
b ility fo r  such taxab le year.

( ii)  Increase in  tax not determinable  
as of firs t taxable year of aggregation. 
I f  th e recom pu tation  o f ta x  u nder sub- 
pa ragraph  (3 ) o f th is  pa ragraph , fo r  any 
taxab le yea r or years  prior to the firs t 
ta xab le yea r to w hich  the election  to- 
form  an aggrega tion  or aggregations  u n ­
der section 614(c) (1 ) applies, resu lts in  
a  redu ction  o f any net opera ting loss 
ca rryover to a  taxab le yea r subsequent to 
such firs t taxab le year, then  the tota l in ­
crease in  ta x  resu lting from  the recom ­
pu ta tion  is  not determ inab le as o f such 
firs t taxab le year. In  such case, the tota l 

increase in  ta x  shall b e taken  in to a c ­
cou nt in  equ al insta llm ents in  the firs t 
taxab le yea r fo r  w h ich  such tota l in ­
crease is determ inab le and in  each  suc­
ceed ing taxab le yea r fo r  w h ich  a portion  
o f the increase in  ta x  wou ld have been 
taken  in to accou nt u nder subdivision ( i)  
o f th is  su bparagraph if  the tota l increase 
had  been determ inab le as o f th e fitfst ta x ­
ab le yea r to w hich  the election  to form  
the a ggrega tion  or aggregations  u nder 
section 6 1 4 (c )(1 ) applies. Th e p rovi­
sions o f th is  subdivision m a y be illu s ­
tra ted  b y the follow in g exam ple:

Example. Asst im e t hat  t axpay e r A  elects 

unde r sec t ion 014 (c ) (1 )  t o  f o rm  an  aggrega ­
t io n  f o r  1960 and a l l  subsequent  t axable  

years. Assum e furt h e r  t hat  t axpay e r A  is 

require d  t o  recom pute  h is t ax  f o r  f o ur  prio r

t axable  years unde r subparagraphs ( 1 ) and 

( 2 ) o f  t h is paragraph  and  that  the  recompu­
t at io n  fo r  each o f such t axable  years results 

i n  a reduc t ion o f  taxpaye r A ’s deplet ion al ­
lowance . Unde r subdiv ision ( i )  o f  this sub- 
paragraph, the  t o t al inc rease in  tax  result ing 

f ro m  the  recom putat ion is to  be  taken into 

account  in  e qual installm ents in  1960, 1961, 
1962, and 1963. However, i f  the total in­
crease in  tax  is no t  de te rm inable  unt i l 1961 

bec ause  the  recom putat ion fo r the prior tax­
able  years result s in  t he  reduc t ion o f a net 
ope rat ing  loss carry over t o  1961, then the 

t o t al increase  shall be  t aken int o  account  in 

e qual installm ents I n  1961, 1962, and 1963. 
I n  like  m anne r, i f  t he  to t al increase in tax is 
no t  de te rm inable  un t i l  1962, i t  shall be  taken 

int o  account  in  equal installm ents in 1962 

and 1963.

(iii)  Death or cessation of existence 
of taxpayer. I f  the taxpayer dies or 
ceases to exist, the portion  o f the in­
crease in  ta x  determined u nder subpara­
graph  ( 3 ) (v )  o f th is pa ragraph which 
has not b een taken  in to account under 
subdivision ( i)  or ( ii)  o f th is subpara­
graph  fo r  ta xab le years prior to the tax­
ab le yea r o f the occu rrence of such death 
or such cessation o f existence, as the 
case m ay be, shall be taken  in to account 
fo r  the ta xab le yea r in  wh ich  such death 
or such cessation o f existence, as the 
case m ay be, occurs. “

(5 ) Adjustments  to basis of aggre­

gated property . I f  the taxpayer elects 
to form  an  aggregated  p roperty or prop­
erties u nder section 614(c) (1 ) for a tax­
ab le yea r and if a recom pu tation of tax 
is requ ired to b e made fo r  any taxable 
yea r wh ich  resu lts in  redu ction  of the 
dep letion  a llow ance previou s ly deducted 
by the ta xpayer fo r  such year, then 
proper ad ju stments shall be made with 
respect to the ad ju sted basis of such 
aggregated  property or properties. In 

such a  case—
(i)  I f  the sum o f the depletion allow­

ances actu a lly deducted w ith  respect to 
the interests inclu ded in  a  constructed 
a ggregated  p roperty exceeds the deple­
tion  a llow ance compu ted u nder subpara­
graph  ( 3) ( ii)  o f th is  pa ragraph with 
respect to  such constru cted aggregated 
property, the ad ju sted basis o f the ag­
grega ted  p roperty form ed  under section 
6 1 4 (c )(1 ) sha ll be increased by such

excess, and
(ii)  I f  th e dep letion  a llowance com­

pu ted u nder subparagraph (3 ) (ii) of 
th is pa ra gra ph  w ith  respect to a con­
stru cted a ggregated  p roperty exceeds the 
sum o f the dép létion  a llowances actually 
deducted w ith  respect to the interests 
inclu ded in  such constru cted aggregated 
property, the ad ju sted basis o f the ag­
grega ted  property form ed  u nder section 
a iA o t  M 'k eVioll hp redu ced (bu t not

below  zero) by such excess.

H ow ever, the adju sted basis o f an aggre­
ga ted  p roperty form ed  u nder section 
614(c) ( 1) m ay bd increased only to the 
exten t such excess wou ld have resu lts  
in  an increase in  such adju sted basis if 
taken  in to accou nt u nder paragraph  (a) 
o f § 1.614-6. Thu s, if dep letion previ­
ously a llow ed  w ith  respect to the sepa­
ra te opera ting m inera l in terests included 
in  the aggrega tion  form ed  u nder section 
614(c) ( 1 ) exceeds the tota l o f the unad­
ju sted  bases o f such in terests by $5,000. 
and  if the recom pu tation  of ta x  required
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to be made under this pa ragraph  resu lts 
in a depletion a llow ance w hich  is $7,000 
less than the dep letion  actu ally deducted 
with respect to such interests, then  the 
adjusted basis o f such a ggregation  m a y­
be increased by on ly $2,000. I f ,  w ith  
respect to the same aggregated  p roperty 
formed under section 614(c) (1 ) , ad ju st­
ments to adju sted basis are requ ired 
under this su bparagraph as a resu lt of 
recomputation o f ta x  fo r  tw o or m ore 
taxable years, the tota l or net amou nt o f 
such adjustments shall b e taken  in to 
account. An y ad ju stm ent to the ad ­
justed basis o f an  aggrega tion  requ ired 
by this su bparagraph shall b e taken  in to 
account as o f the effective da te o f the 
election to form  such aggrega tion  u nder 
section 614(c) (1 ) and shall be effective 
for all purposes o f su b title A  o f the In ­
ternal Revenue Code o f 1954. For oth er 
rules relating to the determ ination  o f 
the adjusted basis o f an aggregated  
property, see pa ra gra ph  (a ) o f § 1.614-6.

§ 1.614—4 1939 Code  treatment  with re ­
spect to separat e o pe rat ing  m ineral  
interests in the case o f  o il  and gas 

.wells. I?

(a ) General rule. In  the case o f oil 
and gas wells, a  ta xpayer m ay trea t 
under section 614(d) and this section 
any property as if  section 614 (a ) and (b ) 
had not been enacted. For purposes of 
this section, the term  “property” means 
each separate opera ting m inera l interest 
owned by the ta xpayer in  each m inera l 
deposit in each separate tra ct or pa rcel 
of land. Separate tracts or parcels o f 
land exist not on ly w hen  areas of land 
are separated geograph ica lly, bu t also 
when areas of land a re separated by 
means of the execu tion o f conveyances 
or leases. I f  the taxpayer trea ts  any 
property or properties u nder this sec­
tion, the taxpayer mu st trea t each such 
property as a separate property except 
that the taxpayer m ay trea t any tw o 
or more properties th a t a re inclu ded 
within the same tra ct or parcel o f land 
as a single property provided  such trea t­
ment is consistently follow ed . I f  the 
taxpayer treats tw o or m ore properties 
as a single property u nder th is section, 
such properties shall be considered as a 
single property for- a ll purposes o f sub ­
title A  of the In tern a l Revenu e C ode of 
1954. The taxpayer m ay not make m ore 
than one comb ination o f properties 
within the same tra ct or pa rcel o f land. 
Thus, if the taxpayer trea ts tw o or more 
properties tha t are inclu ded w ith in  the 
same tract or pa rcel o f la nd  as a  single 
Property, each o f the rem ain ing prop ­
erties included w ith in  such tra ct or 
parcel of land shall b e trea ted  as a  sepa ­
rate property. I f  the ta xpayer has 
treated two or more properties th a t are 
included w ithin  the same tra ct or parcel 
or land as a single p roperty and subse­
quently discovers or acqu ires an add i­
tional mineral deposit w ith in  the same 
tract or parcel o f land, he m ay inclu de 

s interest in  such deposit w ith  the two 

tro P^ p erties  w hich  a re b eing 
a s n̂ g ê Property or he m ay 

*Jis in terest in  such deposit as a 
tr£f+r^ ie Property. I f  the ta xpayer has 
seated each property included w ith in  

mvw f i  or parcel o f land as a separate
perty and subsequently discovers or 
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acqu ires an add itiona l m inera l deposit 
w ith in  the same tra ct or pa rcel o f land, 
he m ay combine his in terest in  such de­
posit w ith  any one o f the separate prop ­
erties included w ith in  th e tra ct or parcel 
o f land, bu t not w ith  m ore than  one o f 
them  since they cannot b e va lid ly com ­
b ined w ith  each other. Th e ta xpayer 
m ay not comb ine properties  wh ich  are 
inclu ded w ith in  d ifferen t tracts or p a r ­
cels  o f land  u nder this section irrespec­
tive o f w heth er such tracts or parcels o f 
land  a re contiguous. Th e trea tm ent of 
a  property as a  separate p roperty or the 
trea tm ent o f tw o or more properties in ­
clu ded w ith in  a  single tra ct or pa rcel of 
land as a  single property u nder this sec­
tion  shall be b inding u pon the taxpayer 
fo r  the firs t taxab le yea r fo r  w hich  such 
trea tm ent is  effective and fo r  a ll sub ­
sequent taxab le years. For provisions 
rela tin g to the firs t taxab le yea r fo r  
which trea tm ent u nder th is  section be­
comes effective, see pa ragraph  (d ) of 
this section.

(b ) Treatm ent consistent w ith treat­

ment fo r taxable years prior to 1954. I f  
the ta xpayer has trea ted  properties in  
a  m anner consistent w ith  the ru les con ­
ta ined  in  pa ragraph  (a )  o f th is section 
fo r  taxab le years to  w hich  the In tern a l 
Revenu e Code o f 1939 applies and if  the 
ta xpayer desires to trea t such properties 
u nder section 614 (d ), then  such proper ­
ties must continu e to be trea ted  in  the 
same manner. Th e provisions o f this 
pa ragraph  m ay be illu strated b y the fo l ­
low ing examples ;

Example ( 1) .  I n  1950, t axpay e r A  owned  

two  separate t rac ts o f  land designat ed No .
1 and No . 2. Each t rac t  contained three  
m ine ral deposit s; I n  t he  case o f  t rac t  No . 1, 
t axpaye r A  t reat ed the  three  m ine ral deposit s 

as a sing le  property . I n  the  case o f  t rac t  No . 
2, t axpaye r A  treated the  first  m ine ral deposit  
as a separate  property  and t reated the  second 
and th i rd  m ine ral deposi ts as a single  p ro p ­
erty. T h is t reatm ent  was consist ent ly  f o l ­
lowed f o r  t he  t axable  years 1950, 1951, 1952, 
and 1953. T axpay er A  desires, fo r  1954 and  

subsequent  t axable  years, t o  t reat  the  p ro p ­
ert ies in  t rac ts Nos. 1 an d  2 as i f  sect ion  
614 ( a )  and  ( b )  had  no t  been enacted. Fo r  

1954 and  subsequent  t axable  years, t h e  three  

deposit s in  t rac t  No . 1 m ust  be  t reat ed as a 

sing le  property ; the  first  deposit  in  t rac t  No .
2 m ust  be  t reat ed as a separate property ; 
and the  second and  t h i rd  deposit s in  t rac t  
No. 2 m ust  be t reat ed as a single  property .

Example (2 ) .  Assum e t he  sam e fac t s as 
in  exam ple  ( 1 ) except  that , at  the  t im e  the  

t reatm ent  unde r th is sect ion is adopted, 
assessment o f  any  defic iency  or credit  or 

re fun d  o f  any  o v erpay m ent  fo r  the  t axable  
years 1954 and 1955 result ing  f ro m  the  t reat ­
m ent  o f  propert ies unde r this sect ion is pre ­
v ented by  the  operat ion o f  the statut e  o f  
lim it at ions. Fo r 1956 and subsequent  t ax ­
able  years, t he  three  deposit s in  t rac t  No . 1 

m ust  be  treat ed as a single  property ; the first  
deposit  in  t rac t  No . 2 m ust  be  t reated as a 

separate property ; and the  second and th ird  
deposit s in  t rac t  No . 2 m ust  be t reated as a  
single  property .

(c ) Bases of separate properties pre ­

viously included in an aggregation under 
section 614(b ). I f  the ta xpa yer has 
made an  election  u nder section  614(b ) 
to form  an  a ggrega tion  o f opera ting 
m inera l interests and if  such taxpayer 
subsequently revokes such election  fo r  a ll 
taxab le years fo r  w hich  it was made and 
trea ts the properties th a t a re included 
w ith in  such a ggregation  u nder section
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614(d) and th is  section by filin g  the 
s ta tem ent requ ired b y pa ra gra ph  (e ) o f 
th is  section, then  the ad ju sted basis o f 
each  separa te p roperty (a s defined in  
pa ra gra ph  (a )  o f th is  section ) th a t is 
a  p a rt o f such aggrega tion  shall b e de ­
term ined  as if th e ta xpayer had made 
no election  u nder section 614 (b ). H ow ­
ever, if, a t the tim e o f the filin g  o f the 
s ta tem ent revoking the ejection  u nder 
section 614 (b ), assessment o f any defi­
ciency or cred it or refu nd  o f any over ­
payment, as the case m ay be, resu lting 
from  such revoca tion  is preven ted b y the 
opera tion  of any law  or ru le o f law  fo r  
any taxab le yea r or years fo r  w hich  the 
election  u nder section 614(b ) was made, 
then  the ad ju sted basis o f each separate 
property th a t is a  p a rt o f the a ggregation  
shall be determ ined  in  accordance w ith  
the provisions conta ined in  pa ragraph  
(a ) (2 ) o f § 1.614-6 as o f th e firs t day 
o f th e firs t taxab le yea r fo r  wh ich  the 
revocation  is effective. A fter  determ in ­
in g the adju sted  basis o f each separate 
p roperty inclu ded w ith in  the a ggrega ­
tion, the ta xp a yer m ay trea t such p rop ­
erties in  any manner w hich  is in  accord ­
ance w ith  pa ra gra ph  (a ) o f this section. 
See, however, pa ragraph  (b ) o f this 
section. Th e provisions o f th is  p a ra ­
graph  m ay be illu stra ted by the fo llow ­
in g examples :

Example (1 ) .  T axpay er A  owns t w o  sep ­
arat e  t rac ts o f  land, designat ed No . 1 and  

No . 2, each o f  whic h contains t hree  m ine ral  
deposit s. T he  inte rest s in  t he  two  t rac ts 
o f  land  const itute  an  ope rat ing  un i t  as de ­
f ined in  paragraph  (c )  o f  § 1.614-2. T ax ­
pay e r A  e lects unde r sect ion 6 1 4 (b) to  fo rm  

an  aggregat ion o f  al l t he  int erest s in  the  
o perat ing un i t  f o r  1954 and all subsequent  
t axable  years. Subsequent ly , t axpay e r A  

revokes such e lect ion by  f i l ing  a stat em ent  
in  acco rdance  w i t h  paragraph  (e )  o f  this 

sect ion. Suc h  rev ocat ion is e ffect ive fo r  1956 

and subsequent  t axable  years because, at  
the  t im e o f  t he  fi l ing  o f  t he  statem ent  o f  re v ­
o cat ion, assessm ent o f  any  defic iency  o r  
c redit  o r re fun d  o f  any  ov erpay m ent  f o r  the  

t axable  years 1954 and  1955 re sult ing  f ro m  
such rev ocat ion is prev ent ed by  t he  o pe rat ion  
o f  the  statut e  o f  l im it at ions. T he  ad just e d  
bases o f  t he  six propert ies t hat  are  inc luded  
w it h in  the  aggregat ion shall be  de te rm ined  

i n  acco rdance  w i t h  paragraph ( a )  ( 2 ) o f  
§ 1.614-6 as o f  t he  be g inn ing  o f  the  t axable  
y e ar -1956.

Example (2 ) .  Assum e the  sam e fac t s as 
in  exam ple  ( 1 ) and, in  addit ion, assum e that  

f o r  t axable  years to  w h ic h the  In t e rnal R e v ­
enue  Code o f  1939 la applicable , t axpay e r A  

t reated the  three  deposit s in  t rac t  No . 1 as 
a  sing le  propert y  and the  three  deposits in  
t rac t  No . 2 as a single property . A f t e r  de te r ­
m in ing  the  ad just ed basis o f  each o f  the  six 

propert ies as i l lust rat e d  in  exam ple  ( 1 ) ,  t he  
ad just e d  bases o f  the  three  propert ies in  
t rac t  No . 1. m ust  be  co m bine d and  the  ad ­
just e d  bases o f  the  three  propert ies in  t rac t  
No . 2 m ust  be  com bined since the  m anne r 
in  whic h such propert ies were t reat ed f o r  
taxable  years to  w h ic h the  In t e rnal R ev enue  

Code o f  1939 is applic able  is consist ent  w ith  
t he  rules contained in  paragraph  ( a )  o f  this 
sect ion.

(d ) Treatm ent; w hen effective. I f  a 
ta xpa yer trea ts  a n y p roperty in  accord ­
ance w ith  th is section, then  such trea t­
m ent sha ll be effective fo r  w h ichever o f 
the follow in g taxab le yea rs  is the la ter:

(1 ) Th e la test taxab le yea r fo r  which 
an  election  cou ld have been made w ith  
respect to such property u nder section 
614 (b ); or
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(2 ) Th e firs t taxab le year b eginning 
a fter  D ecemb er 31, 1953, and ending 
a fter  Au gu st 16,1954, in  respect o f wh ich  
assessment of a deficiency or cred it or 
refu nd  o f an  overpaym ent, as the case 
m ay be, resu lting from  the trea tm ent o f 
such p roperty u nder this section, is not 
preven ted  by the opera tion  o f any law  
or ru le o f law  on  the date such trea t­

m ent is adopted.
(e ) M anner of adopting the treatment 

of properties under this section. I f  the 
ta xpa yer does not make an election 
u nder section 614(b ) w ith  respect to a 
p roperty w ith in  the tim e prescrib ed for  
m aking such an election, then  the ta x ­
payer shall be deemed to have trea ted  
such property u nder th is  section. In  
such case, the manner in  wh ich  such 
p roperty is trea ted  in  filin g the ta xpa yer’s 
in com e tax retu rn  fo r  the firs t taxab le 
yea r fo r  which the trea tm ent o f such 
p roperty is effective u nder pa ra gra ph
(d ) o f this section shall estab lish the 
trea tm ent wh ich  must be consistently 
follow ed  w ith  respect to such property 
fo r  subsequent taxab le years. However, 
if the income ta x retu rn  fo r  such firs t 
taxab le yea r is filed  prior to the first 
day of th e firs t m onth  wh ich  begins more 
than  90 days a fter  th e regu lations u nder 
section 614 are pu blished in  the F e d e r a l  

R e g i s t e r  as a Treasu ry decision, then  the 
ta xpa yer m ay adopt the trea tm ent p ro ­
vided  fo r  u nder this section w ith  respect 
to th e p roperty by filin g a statem ent a t 
any tim e on  or b efore the firs t day o f 
such firs t m onth  w ith  the d is trict direc ­
tor  fo r  the dis trict in  wh ich  the ta xp a y­
er ’s incom e ta x retu rn  was filed  fo r  the 
firs t taxab le yea r fo r  wh ich  the trea t­
m ent of such p roperty is effective u nder 
pa ra gra ph  (d ) o f this section. Such 
sta tem ent shall set forth  th e firs t ta x ­
ab le yea r fo r  w hich  the trea tm ent o f the 
property u nder this section is effective, 
sha ll revoke any previous elections made 
w ith  respect to such property u nder sec­
tion  614 (b ), shall state the manner in  
w h ich  such p roperty was trea ted  fo r  ta x ­
ab le years su b ject to  the 1939 Code, shall 
sta te th e manner in  w hich  such p roperty 
is to b e trea ted  u nder th is  section, and 
shall be accompanied by an  amended 
retu rn  or retu rns i f  necessary.

( f )  C ertain treatm ent under this sec­

tion  precludes election to aggregate un ­

der section 614(b ) w ith respect to the  
same operating unit. I f  the ta xpayer’s 
trea tm ent o f any properties tha t are in ­
clu ded w ith in  an  opera ting u n it (a s de­
fined  in  pa ra gra ph  (c )  o f § 1.614-2) 
u nder section 614(d ) and  th is section 
wou ld constitu te an  aggregation, u nder 

. section 614(b ) and i f  such taxpayer 
elects, or has elected, to form  an a ggre ­
ga tion  w ith in  the same opera ting u nit 
u nder section 614(b ) fo r  any taxab le 
yea r fo r  w hich  the trea tm ent u nder sec­
tion  614(d) is effective, then the election  
made u nder section 614(b ) shall not 
app ly fo r  any such taxab le year.

§ 1,614—5 Spec ial rule s as to  agg re ­
gat ing  nono pe rat ing  m ine ral in ­
terests.

(a )  Aggregating nonoperating m ineral 
interests  for taxable years beginning be ­

fore  January 1,1958. U pon  proper show ­
in g to tb e Commissioner, a  ta xpayer w ho

owns tw o or m ore separate nonopera ting 
m inera l interests in  a single tra ct or p a r ­
cel o f land, or in  two or m ore contiguous 
tra cts or parcels o f land, sha ll be p er ­
m itted  to  aggregate a ll such in terests in  
each separa te kind o f m inera l deposit 
and trea t them  as one property. Perm is ­
s ion w ill be granted  by the C ommissioner 
on ly if  the ta xpayer estab lishes th a t he 
w ill sustain an  undue hardsh ip if such 
non opera ting m inera l in terests are not 
trea ted  as one property. Such hardship 
m a y exist, fo r  example, if it is impossib le 
for  the ta xpayer to determine the bound ­
aries, source, or costs o f the separate 
interests, or if a ta xpayer who owns a 
single roya lty interest, produ ction  pay­
ment, or n et profits interest cannot de­
term ine the separate deposits from  
which his paym ents w ill be derived. In  
no event sha ll undue hardsh ip be deemed 
to exist solely by reason o f ta x  disad ­
vantage. Th e trea tm ent o f such in ter ­
ests as one p roperty sha ll b e applicab le 
fo r  a ll purposes o f sub title A  o f thé In ­
terna l Revenu e Code o f 1954. In  no event 
m ay non opera ting m inera l interests in  
tra cts or parcels o f la nd  wh ich  are not 
contiguous be trea ted  as one property. 
Th e term  “tw o or m ore contiguous tracts  
or parcels o f land” means tracts or 
parcels o f land  w hich  have common 
boundaries. C ommon boundaries in ­
clu de su rvey lines, pu blic roads, or s im i­
la r easements fo r  the use o f land  w ithou t 
th e existence of an in terven ing m inera l 
r igh t b etween the tracts o r  pa rcels of 
land. Tracts  or pa rcels o f land  which 
tou ch on ly a t a  comm on corner a re not 
contiguous. For the defin ition  o f “non ­
opera ting m inera l interests” , see pa ra ­
graph  (g )  o f th is  section.

(b ) M anner and scope o f election—  
(1 ) Tim e fo r filing application for per­

mission to aggregate separate nonoperat­

ing mineral interests under paragraph 
(a ) of this section. Th e app lica tion  fo r  
permission to aggregate separata  non ­
opera ting m inera l interests u nder p a ra ­
graph  (a ) o f th is section shall be filed  a t 
any tim e on or b efore the firs t day o f th e 
firs t m onth  wh ich  begins m ore than  90 
days a fter the regu la tions u nder section 
614 are pub lished iif the F e d e r a l  R e g i s t e r  

as a -Treasu ry decision. Such app lica tion  
shall indicate th e firs t ta xab le yea r for  
wh ich  the aggregation  is to b e form ed. 
If,  p rior to such pu b lica tion o f the regu ­
la tions u nder section 614, an  applica tion  
has been filed , the ta xpayer need file on ly 
a  supplemental app lica tion  conta in ing 
such add itiona l in form ation  as is neces ­
sary to com ply w ith  the requ irements of 
subparagraph ( 2 ) o f this pa ragraph.

(2 ) Ccmtents of application and re ­

turns under permission. Th e applica tion  
fo r  permission to a ggregate non opera t­
in g m inera l in terests u nder pa ragraph  
(a ) o f this section shall inclu de a  com ­
plete statem ent o f the fa cts  u pon wh ich  
the ta xpayer relies  to show  the undue 
hardship  wh ich  wou ld resu lt i f  such an 
aggregation  w ere n ot permitted. Such 
app lica tion  shall also inclu de a  descrip ­
tion  o f the nonopera ting m inera l in ­
terests owned b y the ta xpayer w ith in  the 
tra ct or  tra cts o f land  involved. A  gen ­
era l description, accom pan ied by maps 
appropria tely marked, w hich  accu ra tely 
circumscribes the scope o f the a ggrega ­

tion  and shows th a t the taxpayer is ag­
grega tin g a ll the nonopera ting mineral 
interests in  a pa rticu la r kind of mineral 
deposit w ith in  the tra ct or tracts  of land 
involved  w ill be su fficient. I f  the 
C ommissioner grants  permission, a copy 
o f the letter gran tin g such permission 
shall be filed  w ith  the d is trict director for 
the d is trict in  w hich  the taxpayer’s in­
come ta x  retu rn  was filed  fo r  the first 
taxab le yea r fo r  wh ich  such permission 
applies, and sha ll be accompanied by an 
amended retu rn  or retu rns if necessary.

(3 ) E lection ; b inding effect. The 
election to aggregate separate nonoper­
a ting m inera l interests u nder paragraph 
(a )  o f this section shall b e b inding upon 
the taxpayer for  the firs t taxab le year for 
which made and a ll subsequent taxable 
years  b eginn ing b efore Janu ary 1, 1958, 
unless consen t to  make a change is ob­
ta ined  from  the Commissioner. The ap­
p lica tion  fo r  consent to make a change 
mu st set fo r th - in  deta il the reason or 
reasons fo r  such change. Consent to a 
d ifferen t trea tm ent sha ll n ot be granted 
where the principa l purpose for such 
change is due to ta x  consequences. For 
ru les rela tin g to the b inding effect of an 
election  w here the basis o f an aggregated 
property in  the hands o f the transferee 
is  determ ined by reference to the basis in 
the hands of the tra nsferor, see para­
graph  Cc) o f § 1.614-6.

(4 ) Aggregations under the 1939 Code. 
A n  app lica tion  fo r  permission to aggre­
ga te nonopera ting m inera l interests un­
der pa ra gra ph  (a ) o f th is  section shall be 
su bmitted in  accordance w ith  the re­
qu irements o f this pa ra gra ph  notwith­
stand ing the fa ct th a t the taxpayer may 
have a ggregated  such interests for tax­
ab le years  to w hich  the In tern a l Revenue 
Code o f 1939 is applicab le. I f  such in­
terests w ere aggregated  fo r  taxab le years 
to wh ich  the In tern a l Revenu e Code of 
1939 applies and the a ggregation  was ap­
proved by the In tern a l Revenu e Service 
fo r  such years a fter  fu ll consideration 
thereof on its  merits, such approval win 
genera lly b e accepted as evidence that 
undue ha rdsh ip  wou ld resu lt if the ag­
grega tion  w ere not permitted.

(c ) Term ination of aggregation of 
nonoperating m ineral interests— (1) 
G eneral rule. A n y aggregation  of non­
opera ting m inera l interests form ed under 
paragraphs (a ) and (b ) o f this section 
shall not apply w ith  respect to any taxa­
b le yea r b eginn ing a fter D ecember 31, 
1957. Thus, if  a ta xpayer makes a bind ­
in g election  to form  such an aggregation 
fo r  taxab le years  b eginn ing before Jan­
u ary 1, 1958, then  in  order to form an 
aggregation  w ith  respect to any taxable 
yea r b eginn ing a fter  D ecember 31, 1957, 
he must ob ta in  permission in  ac co rdance  

w ith  th e ru les prescrib ed in  paragraphs
(d ) and (e ) o f this section.

(2 ) Bases o f separate nonoperating 
m ineral interests. I f  a  ta xpayer forms 
an a ggregation  o f nonopera ting mineral 

v interests u nder paragraphs (a ) and (b> 
o f this section w hich  is  term inated under 
subparagraph ( 1 ) .of this paragraph, the 
ad ju sted bases o f the separate nonoper­
a tin g m inera l in terests included in sucn 
a ggrega tion  shall b e determined in ac­
cordance w ith  pa ragraph  (a ) (2) 01 

§ 1.614-6.
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(d) Aggregating nonoperating m in ­

eral interests fo r taxable years beginning 
after December 31, 1957, or fo r earlier 
taxable years. U pon  p roper show ing to 
the Commissioner, a  ta xpa yer w ho owns 
two or more Separate nonopera ting m in ­
eral interests in  a  single tra ct or  pa rcel 
of land, or in  tw o or m ore ad ja cen t tra cts  
or parcels of land, sha ll b e perm itted, 
under section 614(e) , to  form  an  a ggre ­
gation of a ll o f such interests in  each 
separate kind o f m in era l deposit and 
treat such a ggregation  as one property. 
Permission shall be gran ted  by the C om ­
missioner on ly if th e ta xpa yer estab ­
lishes that a  prin cip a l pu rpose in  fo rm ­
ing the aggregation  is n ot th e avoidance 
of tax. Th e fa ct th a t the aggrega tion  
of nonoperating m in era l in terests  w ill 
result in a su bstantia l redu ction  in  ta x  
is evidence th a t avoidance o f ta x  is  a  
principal purpose o f the taxpayer. A n  
aggregation form ed  u nder the provisions 
of this paragraph shall be considered 
as one property fo r  a ll pu rposes o f the 
Internal Revenu e C ode o f 1954. In  no 
event may nonopera ting m in era l in ter ­
ests in tracts or parcels o f land  w hich  
are not adjacen t b e a ggrega ted  and 
treated as one property. Th e term  “tw o 
or more adjacent tra cts  or parcels  o f 
land” means tracts or parcels o f land  
that are in  reasonab ly close p roxim ity 
to each other depending on  the fa cts  
and circumstances o f each  case. A d ja ­
cent tracts or parcels o f land  do n ot 
necessarily have any comm on bou nd ­
aries, and m ay be separa ted  b y in ter ­
vening mineral rights. F or th e defin ition  
of “nonoperating m in era l in terests” , see 
paragraph (g ) o f th is  section.

(e) M anner and scope o f election—  
(1) Time for filing application fo r per­

mission to aggregate separate nonoper­

ating mineral interests  under section 
614(e). The app lica tion  fo r  permission 
to aggregate separate nonopera ting m in ­
eral interests u nder section  614(e) and 
paragraph (d ) o f th is  section  sha ll be 
made in w riting to  th e C ommissioner o f 
Internal Revenue, W ash in gton  25, D .C. 
Such application sha ll b e filed  w ith -  
hi 90 days a fter the beginn ing o f the 
first taxable year b eginn ing a fter  D ecem ­
ber 31, 1957, fo r  w hich  a ggrega tion  is  
desired or w ith in  90 days a fter  th e acqu i­
sition of one o f the nonopera ting m inera l 
interests which is to b e inclu ded in  the 
aggregation, w hichever is la ter. H ow ­
ever, if the last day on  w hich  the app li­
cation may be filed  u nder this pa ragraph  
rails before the first day o f th e firs t 
month which begins m ore than  90 days 
after the regu lations u nder section 614 
are Published in  the F e d e r a l  R e g i s t e r  as 
a Treasury decision, such applica tion  
may be filed at any tim e on or b efore 
tne first day of such firs t month. If,  
prior to such pu b lica tion  o f the regu la -  
10ns under section 614, an  app lica tion  
as been filed,*the ta xpayer need file on ly

app lica tion  conta in ing 
. ltional in form ation  as is neces ­

sary to comply w ith su bparagraph ( 4 ) o f 
this paragraph.

J 5  Ejection to apply section 614(e) 
m ■ .acll^ely- Th e app lica tion  fo r  p er-  

aggregate separate nonoper-  
® mineral interests u nder section 614 

° f  this section
y be filed, at the election  o f the ta x-

payer, fo r  any taxab le yea r b eginn ing 
b efore Janu ary 1, 1958, to w h ich  the In ­
tern a l Revenu e C ode o f 1954 is  app li­
cab le. In  such case, the app lica tion  m ay 
be filed  a t any tim e on  or b efore the firs t 
day o f the firs t m onth  w hich  begins 
m ore than  90 days a fter  the regu lations* 
u nder section  614 a re pub lished in  the 
F e d e r a l  R e g i s t e r  as a  Trea su ry decision. 
Such applica tion  sha ll des ignate the firs t 
taxab le yea r fo r  w h ich  the aggrega tion  
is  to b e form ed. If,  p rior to such pub ­
lica tion  o f regu la tions u nder section 614, 
an  app lica tion  has b een filed, the ta x ­
payer need file on ly a  su pplemental ap ­
p lica tion  conta in ing such add itiona l 
in form a tion  as is necessary to com ply 
w ith  the requ irements  o f su bparagraph
(4 ) o f th is  pa ragraph .

(3 ) Lim itation. I f  the t a x p a y e r  
form s any a ggrega tion  o f nonopera ting 
m inera l in terests u nder subparagraph 
( 2 ) o f th is  pa ragraph , then  any a ggre ­
ga tion  o f non opera ting m in era l in ter ­
ests form ed  u nder pa ragraphs (a )  and 
(b ) o f th is section sha ll n ot app ly fo r  
any taxab le year. Th e provisions o f th is 
su bparagraph  m a y be illu stra ted  b y the 
fo llow in g exam ple:

Example. I n  1954, t axpaye r A  owns six  
separate  no no pe rat ing  m ine ral interest s des­
i gnat ed No . 1 t h ro ugh  No . 6 . Int e rest s Nos.
1 t hro ugh  3 are  ro y alt y  Int erests in  con ­
t iguo us t rac ts o f  land. Int e re st s Nos. 4 

t h ro ugh  6 , w h ic h are  lo cated in  an  ent ire ly  
diff e rent  area fro m  interest s Nos. 1 t hro ugh  

3, are  ro y alt y  interest s in  t rac t s o f  land  

w hic h are  no t  co nt iguo us bu t  w h ic h  are  

ad jac ent  to  each o ther. I n  1959 taxpay e r  
A  o btains pe rm ission and  elects unde r sec ­
t io n  314 (e ) an d  subparag raph  (2 )  o f  t h is  

paragraph  t o  fo rm  an  aggregat ion o f  in t e r ­
ests Nos. 4 t h ro ugh  6 f o r  1956 an d  a l l  sub ­
sequent  t axable  years. T axpay er A  m ay  no t  
elect  t o  fo rm  an  aggregat ion  o f  int erest s Nos.
1 t h ro ugh  3 unde r paragraphs (a )  and  ( b )  
o f  t h is sec t ion f o r  1954 o r any  subsequent  
t axable  year. I f  t axpay e r A  wishes t o  fo rm  

an  aggregat ion o f  interest s Nos. 1 t h ro ugh  3, 
he  m ust  o bt ain  pe rm ission unde r paragraph  

( d )  o f  t h is sec t ion and  this paragraph .

(4 ) C ontents  o f application and re ­

turns under permission. Th e app lica ­
tion  fo r  permission to aggrega te non ­
opera ting m inera l interests u nder sec­
tion  614(e) and pa ra gra ph , (d ) o f this 
section  sha ll inclu de a  com plete s ta te ­
m ent o f the fa cts  u pon w hich  the ta x ­
payer relies  to show  th a t avoidance o f 
ta x  is not a principa l pu rpose o f form in g 
the a ggregation . Such app lica tion  shall 
a lso inclu de a  description o f the non ­
opera ting m inera l in terests w ith in  the 
tra ct or tra cts o f land  involved. A  gen ­
era l description, accompan ied b y maps 
appropria tely marked, w hich  accu rately 
circumscribes the scope o f th e a ggrega ­
tion  and shows th a t the ta xpayer is a g ­
grega tin g a ll the nonopera ting m inera l 
in terests in  a  pa rticu la r kind o f m inera l 
deposit w ith in  the tra ct or tracts o f land 
involved  w ill be su fficient. I f  the C om ­
m issioner grants permission, â  copy o f 
the letter gra n tin g such permission shall 
be a ttach ed  to the ta xpayer’s incom e tax 
retu rn  fo r  the firs t taxab le yea r fo r  which 
such permission applies. I f  th e ta x ­

payer has a lready filed  such retu rn, a 

copy o f th e letter o f permission sha ll be 

filed  w ith  th e d is trict d irector fo r  the 

dis trict in  w hich  such retu rn  was filed  

and sha ll b e accompanied by an  am ended

retu rn  or retu rns if necessary or, if  ap ­
propria te, a  cla im  fo r  cred it or refu nd .

(5 ) E lection ; b inding effect. Th e 
election  to aggrega te separate nonoper ­
a tin g m inera l interests u nder section 614
(e ) and  pa ragraph  (d ) o f th is  section 
sha ll b e b inding u pon the ta xpayer fo r  
the firs t taxab le yea r fo r  w hich  made 
and fo r  a ll subsequent taxab le years u n ­
less consent to m ake a  change is  ob ­
ta ined  from  the C ommissioner. Th e 
app lica tion  fo r  consent to make a  change 
must set fo rth  in  d eta il the reason  or 
reasons fo r  such change. C onsent to a 
d ifferen t trea tm ent sha ll n ot b e gran ted  
w here the p rincipa l pu rpose fo r  such 
change is due to ta x  consequences. For 
ru les rela tin g to  the b ind ing effect o f an  
election  w here th e basis o f an  a ggrega ted  
p roperty in  the hands o f the tra nsferee 
is  determ ined  b y reference to  th e basis 
in  th e hands o f th e tran s feror, see p a ra ­
graph  (c ) o f § 1.614-6.

( 6 ) Aggregations under the  1939 Code. 
A n  app lica tion  fo r  permission to a ggre ­
ga te nonopera ting m in era l interests 
u nder section  614(e) and pa ragraph  (d ) 
o f th is  section sha ll b e su bmitted in  a c ­
cordance w ith  the requ irements  o f this 
pa ragraph  notw ithstanding the fa ct th a t 
th e ta xpayer m a y have a ggrega ted  such 
interests fo r  taxab le years to w h ich  the 
In tern a l Revenu e C ode o f 1939 is 
applicab le. I f  such interests w ere a ggre ­
ga ted  fo r  taxab le years  to w h ich  the 
In tern a l Revenu e C ode o f 1939 applies 
and  th e aggrega tion  was approved b y the 
In tern a l Revenu e S ervice fo r  such years 
a fter  fu ll cons idera tion  th ereof on  its  
merits, such approva l w ill genera lly be 
accepted  as evidence th a t avoidance o f 
ta x  is not a  p rincipa l pu rpose o f form in g 
the aggregation.

( f )  Elections ; w hen effective. I f  the 
ta xpa yer has elected  to form  an  a ggrega ­
tion  u nder either pa ragraph  (a )  or  p a ra ­
graph  (d ) o f th is  section, th e da te on  
w hich  th e a ggrega tion  becomes effective 
is the firs t day o f th e firs t taxab le yea r 
fo r  w h ich  the election  is m ade; except 
th a t if any separa te nonopera ting m in ­
era l in terest inclu ded in  such a ggrega tion  
was acqu ired a fter  such firs t day, the 
da te on w hich  the inclu sion o f such in ter ­
est in  such a ggrega tion  becomes effective 
is the da te o f its  acqu isition.

(g )  D efinition o f nonoperating m in ­

eral interests. F or purposes o f th is  sec­
tion, “nonopera ting m inera l in terests” 
inclu des on ly those interests ' described in  
section 614(a ) w hich  a re n ot opera ting 
m inera l interests w ith in  the m ean ing o f 
pa ragraph  (b ) o f § 1.614-2. Th e ta x ­
payer who holds the opera ting or w ork ­
in g rights  in  a m inera l deposit, bu t is  not 
actu ally condu cting opera tions  w ith  re ­
spect to such deposit, does not have a 
non opera ting m inera l in terest in  such 
deposit notw ithstanding the fa ct th a t he 
intends to tran s fer such opera ting rights  
at a la ter time.

§ 1.614—6 R ules applic able  to basis, 
ho ld ing  pe rio d , and abandonm ent  

losses where  m ine ral interests hav e  
been aggregat ed.

(a ) Basis of property  resulting from  
aggregation— (1) G eneral rule. W h en  a 
taxpayer has a ggregated  as one property 
two or m ore in terests under section  614 
(b ),  (c ) ,  or (e ) ,  the u nadju sted basis of
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such a ggrega ted  p roperty shall be the 
sum o f the u nad ju sted bases o f the va r i­
ous m in era l in terests aggregated . Th e 
adju sted basis o f the aggregated  p rop ­
er ty on th e effective da te o f the a ggrega ­
tion  shall be the u nadju sted basis o f the 
aggrega ted  property, adju sted by the 
tota l o f a ll adju stments to the bases o f 
the severa l m in era l in terests aggregated  
as requ ired b y section 1016 to the effec ­
tive da te o f a ggregation. Th erea fter, 
th e adju stments to basis requ ired  b y sec­
tion  1016 sha ll app ly to the tota l a d ­
ju sted  basis o f the aggregated  p roperty 
fo r  a ll purposes o f su b title A  o f the In ­
tern a l Revenu e C ode o f 1954.

(2 ) Bases upon disposition o f part of, 
or term ination of, or change in, an ag­

gregated property , ( i )  W h en  a  ta xpayer 
has a ggregated  tw o or m ore separate 
m in era l interests as one p roperty u nder 
section 614 <b ), ( c ) ,  or Ce) and there ­
a fter  sells, exchanges, or otherw ise dis ­
poses o f p a rt o f such property, the tota l 
ad ju sted  basis o f th e p roperty as o f the 
da te o f sa le, exchange, or oth er disposi­
tion  mu st b e apportioned to determ ine 
the adju sted basis o f the pa rt disposed of 
and  th e p a rt reta in ed  fo r  pu rposes of 
compu ting ga in  or loss, dep letion, and fo r  
a ll other pu rposes of sub title A  o f the In ­
tern a l Revenu e C ode o f 1954. Such ad ­
ju sted  basis sha ll b e determ ined  by a p ­
portion in g the tota l adju sted basis o f the 
p roperty b etw een  the p a rt o f th e prop ­
erty disposed o f and  the pa rt reta ined  in  
th e same p roportion  as the fa ir  m arket 

va lu e o f each p a rt (a s  o f th e da te o f sale,, 
exchange, or  oth er disposition) b ears to 

the tota l fa ir  m arket va lu e o f the prop ­

erty as o f such date. For determ in ing 

ga in  or loss on  the sa le o r  exchange o f 

any p a rt o f th e aggrega ted  property, the 

adju sted  basis o f the aggregated  p roperty 

(from  w h ich  the adju sted basis o f th e 

p a rt is determ in ed ) shall not b e redu ced 

below  zero.
( ii)  I f ,  fo r  any taxab le yea r a fter  the 

firs t taxab le yea r fo r  w h ich  an a ggrega ­

tion  u nder section 614 (b ),  ( c ) , or (e ) is 

effective,
(a ) A n y such aggregation  is term i­

n a ted  fo r  any reason, o r
(b ) Th e trea tm ent o f any m inera l in ­

terests in  any such a ggregation  is, 

changed a fter  ob ta in ing the consent of 

th e C ommissioner,

then  the ad ju sted basis o f the aggregated  

p roperty as o f the firs t day o f the firs t 
ta xab le yea r fo r  w hich  such term ina tion  

or change is effective shall be appor ­

tioned  to determ ine the adju sted bases 

o f the resu ltant separa te m inera l in ter ­

ests, as o f such firs t day, fo r  purposes o f 
compu ting ga in  or loss, dep letion , and 

fo r  a ll oth er pu rposes o f sub title A  o f the 

In tern a l Revenu e C ode o f 1954. Th e ad ­

ju sted  bases o f such separate m inera l in ­

terests sha ll be determ ined  by apportion -

ing the adju sted basis o f the aggregated  
property (as  o f the firs t day o f the firs t 
taxab le yea r fo r  w hich  such term ina tion  
or  change is effective) b etw een  or among 
such in terests in  the same p roportion  as 
th e fa ir  m arket va lu e o f each  such in ­
terest (a s o f such firs t d a y) b ears to the 
tota l fa ir  m arket va lu e o f th e aggregated  
property as o f such firs t day. For the 
pu rpose o f determ in ing the adju sted 
bases o f the separate m inera l interests, 
th e adju sted  basis o f the aggregated  
property (from  w hich  the adju sted basis 
o f each  separate m inera l in terest is de ­

term ined ) shall not b e redu ced below 

zero.
(3 ) Th e app lica tion  o f subparagraphs 

( 1) and (2 ) o f this pa ra gra ph  m ay be 
illu stra ted by the follow in g examples:

Example (1 ) . A  t axpaye r o w ning  three  
o perat ing m ine ral interests, designat ed Nos. 
1, 2 , and  3 , w i t h in  a  sing le  o pe rat ing un it , 
properly  e lects t o  aggregate  such propert ies 

unde r sec t ion 61 4 (b) fo r  the  cale ndar y ear 
1954 in  his incom e t ax  re t urn  filed o n A pri l  
15, 1955. T he  unad just e d  bases and ad just ­
m ents unde r sec t ion 1016 f o r  deple t ion

$7,000 ( ad just ed basis o f  aggregat ed propert y  ) X

thro ugh Decem ber 31, 1953, in  respect of 
such propert ies are as fo llo ws:

Adjust-
merits

Unad- under
justed Section
basis 1016

No. 1______________ _______  $25,000 $27,000
No . 2 — ........ ........ ________  18,000 10,000

No . 3______________ — ____  15,000 4,000

T o t a l - ------- - 58,000 41,000

T he  ad just ed basis o f  the aggregat ed property 
as o f  January  1, 1954, is $17,000 ($58,000- 
$41,000) i

Example (2 ) .  Assum e the  same facts as 
i n  exam ple  ( 1 ) ,  except  t hat  a port ion of the 

aggregat ed property  is so ld o n June 1, 1956, 
fo r $15,000 w h ic h is also  t he  fair market 
v alue  o f  such po rt io n o n the  date  of sale. 
I n  o rder t o  de te rm ine  the  gain  or loss from 

th is sale  as w e ll as t he  ad just ed basis o f the 
re t ained property , an  apport ionm ent  must 
be  m ade. T he  aggregat ed property  had a 

f a i r  m arke t  v alue  o f  $25,000 on the date of 
sale. P ro m  January  1, 1954, through May 
31, 1956, $10 ,000  o f  deple t ion has been al­
lowed w i t h  respec t  t o  t he  aggregated prop­
erty. T he  ad just ed basis o f  t he  portion sold 

is de te rm ined as fo llo ws:

<b 1 c  n n n

2 ,  — = $ 4,200  ( ad just ed basis o f  portion sold)
$25,000

T he re fo re , the  gain  o n  t h is sale o f  the  po r ­
t i o n  sold is $10,800 ($15,000—$4,200). T he  

ad just ed basis o f  t he  propert y  re t ained is 

$2,800 ($7,000— $4,200).
Example ( 3 ) .  Assum e the  sam e fac t s as 

in  exam ple  ( 2 ) ,  except  t hat  instead o f  
se lling, the  taxpaye r subleases one o f  the

leases m ak ing  up  the  aggregated property, 

re t ain ing  a  o ne -e ighth  ro y alt y  intrarest there­

in. T he  f a i r  m arke t  v alue  o f  such lease is 

$15,000 o n the  date  o f  the  sublease. The 

ad just ed basis o f  such roy alty  interest is 

$4,20 0  w h ie h is com puted as fo llo ws:

$15,000 (F M V  o f  po rt io n  transferred) 

$7,000 (ad just e d  basis o f  aggregated pro pe rt y ) X  ^ 5 ,000 (F M V  o f  aggregat ed property)

Example {4 ) .  I n  1953, a  t axpaye r owned  

m ine ral int erest s Nos. 1, 2, an d  3 w h ic h he  
operated as a un it . He owned no  o ther  

o perat ing interest s during  t hat  year. T he  
unad just e d  bases o f  these propert ies were  

$10 ,000 , $15,000, and $20 ,000 , respec t ive ly , 
an d  deple t ion allowed t hro ugh Decem ber 31, 
1953, was $5,0 00  w i t h  respec t  t o  each pro p ­
erty . T he  t axpaye r operat ed these propert ies 
during  t h e  y ear 1954 and, in  addit ion, ope r ­
at ed as part  o f  the un i t  m ine ral interest  No . 
4 w h ic h  he  acquired o n July  1, 1954, on  
w hic h  date  he  m ade  the  first  explo rat ion ex ­
penditure  w i t h  respect  the re to . He  pa id  

$20,000 fo r  No . 4. I n  h is re t urn  fo r the  
c ale ndar y ear 1954, t he  t axpay e r e lected 

tm der sec t ion 614 (b) to  aggregate  a l l  o f  these  
m ine ral interests. T he  taxpaye r m ust  com-» 
put e  cost  deple t ion fo r the  calendar year 
1954 o n the  basis o f  an  aggregat ed property  

w i t h  an  ad just ed  basis o f  $30,000 ($45,000— 

$15,000) fo r  the  pe riod f ro m  January  1 to  
June  30, and  w i t h  an ad just e d  basis o f  
$50,000 (le ss deple t ion fo r  t he  first  six  

m o nt hs) f o r  the  pe riod f ro m  July  1 to  
Decem ber 31. I f  applicable , t he  taxpaper 
m ust  com pute pe rcentage  deple t ion o n  the  

basis o f  gross incom e and t axable  incom e  

f ro m  the  aggregat ed property  fo r  the  ent ire  

year, inc lud ing  the  gross incom e an d  de ­
duc t ions w i t h  respec t  t o  ope rat ing  m ine ral  

int e rest  No . 4 fo r  the  pe riod f ro m  July  1 to  

Decem ber 31. I f  a  po rt io n o f  the  aggre ­

gat ed propert y  is so ld during  the  first  six

m onths, i t s ad just ed basis m ust  be deter­
m ine d at  the  t im e o f  sale w i t h  an adjust ­
m ent  fo r  deple t ion t o  the  date  o f  sale. If 
percentage  deple t ion is applicable , it  must 
be  allo cated o n an equit able  basis to the 
periods prio r and  subsequent  t o  the date of 
sale in  order t o  de te rm ine the  adjustment  for 
deple t ion to  the  date  o f  sale.

(4 ) Basis for gain and loss where min­

eral interests acquired before March 1, 
1913, are included in an aggregation. 
W h ere m inera l in terests acqu ired before 
M a rch  1,1913, are inclu ded in  an aggre­
ga tion  u nder section 614 ( b ) , ( c ) , or (e), 
the aggregated  p roperty has two bases, 
one fo r  the determ ination  of gain and 
another fo r  the determination  of loss 
u pon the disposition o f the whole or a 
pa rt o f the aggregated  property. For 
the purpose o f determin ing gain, tire 
ad ju sted basis o f the aggregated prop­
erty on the effective date of aggregation 

shall be the sum of-—
(i)  Th e u nadju sted bases of those

m inera l interests acqu ired on or after 

M a rch  1, 1913, plus . .
( ii)  Th e cost o f any interest acquired 

b efore M arch  1, 1913 (adju sted for the 
period b efore M arch  1, 1913), or the 
fa ir  m arket va lu e o f such 'interest as 01 
M arch  1, 1913, wh ichever is greater, #
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and such sum shall be adju sted by the 
total of a ll adju stments to the basés o f 
the several m inera l in terests aggregated  
as required by section 1016 to the effec ­
tive date o f aggregation . For th e pu r ­
pose of determ in ing loss, the adju sted 
basis of the aggregated  property on  the 
effective date o f a ggregation  shall be the 
sum of—

(iii) H ie  u nadju sted bases o f those
mineral interests acqu ired on or a fter 
March 1, 1913, plus > .

(iv) Th e cost o f those interests ac­
quired before M arch  1,1913, adju sted for  
the period b efore M a rch  1, 1913,

and such sum shall be adju sted by the 
total o f a ll adju stments to th e bases o f 
the several m inera l in terests aggregated  
as required by section 1016 to the effec ­
tive date o f a ggregation. Th erea fter, the 
adjustments to basis requ ired by section 
1016 shall apply to the tota l adju sted 
basis of the aggregated  property fo r  a ll 
purposes of the In tern a l Revenu e Code 
of 1954. U pon disposition o f a  pa rt o f 
the aggregated p roperty or upon term i­
nation of the aggregation  fo r  any reason, 
or upon change in  the trea tm ent o f any 

mineral interests in  the a ggregation  w ith  

consent o f the Commissioner, the ad ­

justed basis fo r  determ in ing ga in  and 

the adjusted basis fo r  determ in ing loss 

with respect to each resu ltant pa rt o f the 

aggregated property shall b e determined 

in accordance w ith  su bparagraph ( 2 ) o f 

this paragraph. Th e provisions o f this 

subparagraph m a y be illu strated b y the 
following examples:

Example ( I ) .  A t  the  c lose o f  1953 a t ax ­
payer owned two  operat ing m ine ral Interests 
designated as Nos. 1 and  2 in  the  sam e o p ­
erating unit . Ope rat ing  m ine ral Inte rest  
No. 1 was acquired by  t he  taxpaye r be fo re  
March 1, 1913, and o n such dat e  it s basis 

with reference t o  it s f a i r  m arket  v alue  was 

$50,000 and Its ad just ed basis w i t h  reference  
to its cost  was $44,000. T he  unadjust e d  

basis o f  ope rat ing m ine ral inte rest  No . 2, 
acquired aft e r M arc h  1, 1913, w as $30,000. 
Adjustments unde r sec t ion 1016 f o r  deple ­
tion from  March 1, 1913, t h ro ugh  Decem ber  
31, 1953, were $37,000 fo r  ope rat ing m ine ral 
interest No. 1 and $20,000 fo r  ope rat ing  m in ­
eral interest  No . 2 . Assum e t hat  the  t ax ­
payer elected fo r  the  t axable  y ear 1954 to  
aggregate operat ing m ine ral int erest s Nos. 
1 and 2 . T he  ad just ed basis o f  the  aggre ­
gated property  as o f  January  1, 1954, fo r the  

P ^ P 08® o f  de te rm in ing gain  w o uld  be  
$23,000 ($50,000 plus $30,000) m inus ($37,000 
plus $20,000 ) .  P o r the  purpose  o f  de t e r- 

loss, the ad just ed basis w o uld  be  
$17,000 ($44,000 plus $30,000) m inus ($37,000 
Plus $20,000).

Example ( 2 ) .  Assum e the sam e fac t s as 

in example ( 1 ) and furt he r assum e that  fo r  

the taxable years 1954 and 1955, the  t ax ­
payer was allowed $5,000 o f  deple t ion o n the  

aggregated property , t hat  on January  1,1956, 
e sold a port ion o f  the  aggregat ed propert y  

ior $20,000, and that , as o f  January  1, 1956, 

the aggregated property  had  a fa i r  m arket  

V8ue $24»,000. A t  the  t im e  o f  sale, the
a justed basis o f  the aggregat ed property  

Purpose o f  de t e rm in ing  gain  was 

,000 ($23,000—$5,000); and the  ad just ed  

~ * or purpose  o f  de te rm in ing loss 
was $12,000 ($17,000— $5,000). T he  ad just ed

8 , po rt ion sold wo uld  be  co m puted  
as fo llows;
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$20,000 (F M V  o f  po rt ion so ld ) $18,000 (ad just e d  basis $15,000 (ad just e d  basis

$24,000 (F M V  o f  aggregated pro pe rt y ) X  fo r g a in ) =  o f  po rt ion so ld )

T axpay er’s gain wo uld  then be  com puted as 
f o l lo w s:

$20 ,0 0 0  am o unt  rece iv ed;  fo r po rt ion  
so ld

Le ss: 15,000 ad just ed basis o f  po rt ion sold

$5, 000 gain on po rt ion so ld

T he  ad just ed basis o f  the  po rt ion re tained  
as o f  January  1, 1956, fo r the  purpose  o f  de ­

t e rm in ing  gain  is $3,000 ($18,000—$15,000). 
Fo r the purpose  o f  de te rm in ing loss, the  ad ­
just e d  basis is $2,000  ($ 12 ,000— $10 ,0 00 ) .

Example (3 ) .  Assum e the  sam e fac t s as 
in  exam ple ( 2 ) ,  except  t hat  a po rt ion o f  
the  aggregat ed propert y  was so ld  fo r  $5,000 

and t hat  the  f a i r  m arke t  v alue  o f  the ag ­
gregated propert y  at  the  t im e o f  sale was 
$10,000. T he  ad just ed basis o f  the  port ion  

so ld w o uld  be  co m puted as fo llo w s:

$5,000 (F M V  o f  po rt io n  so ld ) $12,000 (ad just e d  basis _  $6,000 (ad just e d  basis o f

$10,000 (F M V  o f  aggregat ed pro pe rt y ) X  fo r loss) — po rt io n  so ld )

T axpay e r’s loss w o uld  then be  co m puted as 
fo llo ws:

$5,000 am ount  received fo r po rt ion so ld  

L e ss: 6,000 adjust ed basis o f  po rt ion sold

( 1,00 0 ) loss on po rt ion so ld

(b ) H olding period of aggregated 
properties . W h ere a ta xpayer sells or 
exchanges either a  pa rt or a ll o f an  a g ­
grega ted property which includes pa rt or 
a ll o f a m inera l in terest wh ich  the ta x ­
payer has held  fo r  six months or less, 
the sales price and adju sted basis a t­
tribu tab le to the in terest sold mu st be 
apportioned in  proportion  to the rela tive 
fa ir  m a rket va lu es as o f th e da te o f sale 
to determ ine the amou nt o f income rep ­
resented by the sale o f p roperty held fo r  
six months or less. Th e applica tion  of

th is ru le m ay be illu strated by the 
follow in g exam ple:

Example. T axpay er A  owns o perat ing m in ­
e ral int erests Nos. 1, 2, and 3. He acquired  

int erests Nos. 1 and  2 in. 1953 but  purchased  

and m ade  dev elopm ent  expenditures o n i n ­
terest  No . 3 on Decem ber 1, 1954. I n  his re ­
t urn  fo r  t he  t axable  y ear 1954, taxpaye r A  

elects t o  aggregate  interests Nos. 1, 2, and 3 

whic h are operat ed as a unit . On  M ay  1,1955, 
taxpaye r A  se lls t he  no rth  h a l f  o f  the  aggre ­
gat ed propert y  whic h inc ludes po rt ions o f  

interests Nos. 1, 2, and 3. T he  sales price o f  

the  no rth h a l f  was $80,000; the  ad just ed  

basis o f  the  aggregated property  as o f  the  

date  o f  sale was $20 ,000 ; and the  f a i r  m arket  

v alue  o f  the  aggregated property  as o f  the  

date  o f  sale  was $100,000. T he  ad just ed basis 

applicable  to  the no rth h a l f  is com puted as 

f o l lo w s:

$80,000 (F M V  o f  po rt ion so ld ) $20,000 (ad just e d  basis o f  $16,000 (ad just e d  basis

$100,000 (F M V  o f  aggregated pro pe rt y ) x  aggregat ed pro pe rt y ) — o f  po rt ion so ld )

T he  to t al gain  on the sale is $64,000 ($80,000—$16,000).

T he  gain  at t ribut able  to  the sale o f  the po rt io n he ld  fo r  six m onths or less is co m puted as 

fo llo ws (assum ing  t hat  the  f a i r  m arke t  v alue  o f  the po rt io n o f  No . 3 inc luded in  the sale  
as o f  the date  o f  sale was $30,000):

$30,000 (F M V  o f  po rt ion o f  No . 3 so ld ) $16,000 (ad just e d  basis $6,000 (ad just e d  basis o f  

$80,000 (F M V  o f  no rth h a l f )  X  o f  no rth  h a l f )  =  po rt ion o f  No . 3 so ld )

T he  gain  o n the  po rt ion o f  No . 3 so ld is $24,000 ($30,000—$6,000).

(c ) Acquis ition of property  w ith trans ­

fe ror’s basis. I f  a separate p roperty or 
an  aggregated  property is acqu ired in  a  
transaction  in  which the basis o f such 
p roperty in  the hands o f the taxpayer is 
determ ined by reference to th e basis o f 
such property in  the hands o f a  tra ns ­
feror, then  the election  o f such tra ns ­
feror  as to the trea tm ent o f such 
separate or a ggregated  p roperty shall be 
b inding upon the ta xpayer fo r  a ll taxab le 
years ending a fter  the tran s fer unless 
the a ggregation  terminates, or unless 
consent to make a change is ob ta ined 
under pa ra gra ph  (d ) (4 )  o f §1.614-2, 
pa ragraph  ( f ) ( 7 )  o f § 1.614-3, or pa ra ­
graph  (b ) (3 ) or (e ) (5 ) o f § 1.614-5, 
W hichever is applicab le.

(d ) Abandonment and casualty losses. 
In  the case o f m inera l interests which 
a re aggregated  as one property, n o losses 
resu lting from  worthlessness or ab andon ­
ment a re a llowab le u ntil a ll the m inera l 
rights  in  the en tire aggregated  property 
a re proven  to b e worthless or u ntil the 

en tire a ggregated  p roperty is disposed 

o f or abandoned. Casu alty losses are 

a llow ab le in  accordance w ith  the ru les 
applicab le to casualty losses in  genera l.

For ru les applicab le to losses in  genera l, 
see section 165 and the regu lations 
thereu nder.

C h a r l e s  I.  Fox,
A cting Commissioner 

of Internal Revenue.

Approved : Janu ary 5, 1961.

F r e d  C. S c r i b n e r ,  J r.,

A cting Secretary  of the Treasury.

[F .R . Doc. 61-168; F iled, Jan. 9, 1961; 
8:51 a.m .]

T it le  1 4 — AERON AU TICS AN D 

SPA CE
Ch a p t e r  I I I—- Fe d e r a l  A v ia t io n  A g e n cy  

SU BCH A PT ER C— A IR CR A FT  R EG U LA T IO N S 

[R eg. Docket  No . 546; Am dt . 241]

PA RT  5 0 7 — - A IR W O R T H IN ESS 

D IR ECT IV ES

G r a v in e r  Fire  Ex t in g u ish e r  Ca r t r id g e s

A  proposal to amend P a rt 507 o f the 
regu la tions o f the Adm in istra tor to in -
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elu de an  a irworthiness  directive requ ir ­
in g inspection  o f G ra vin er fire extin ­
gu isher ca rtridges  and replacem ent of 
d efective ca rtridges was pub lished in  25 

P.R . 10433.
In terested  persons have been a fforded 

an opportu n ity to pa rticipa te in  the 
making o f th e amendment. Th e on ly 
ob jection  received  in volved  the 200-hou r 
inspection period as b eing too severe. 
Inasmu ch as experience has shown since 
the d irective was firs t proposed th a t the 
200-hou r check is m ore frequ ent than  
necessary, the directive is  b eing revised 
to  extend the period betw een  inspections 
to 550 hou rs’ tim e in  service. S ince this 
change is in  lin e w ith  th e ob jection  re ­
ceived  and  imposes no add itiona l bu rden 
on  any person, fu rth er notice and pu b lic 
procedu re hereon  a re unnecessary and 
th e amendment w ill b ecome effective 30 
days a fter  da te o f pu b lication  in  the 
F e d e r a l  R e g i s t e r .

In  cons idera tion  o f the foregoing, and 
pu rsuant to the au th ority delegated to 
m e by th e Ad m in is tra tor (25 F.R. 6489>, 
§ 507.10(a) o f P a rt 507 (14 C F R  P a rt 

*507), is hereb y amended b y adding the 
follow in g new  a irw orthiness  d irective:

G r a v ine r . A pplie s t o  airc raf t  e quipped w ith  
auto m at ic  fire  ext inguishe r cartridge  

M ark  2-A.716, A.717, A.718, A.719.
Com pliance  require d  as indicated.
As a  re sult  o f  instances o f  the  ign it e r w ire  

i n  M ark  2 cart ridges becom ing co rroded in  
serv ice, a  co nt inuit y  inspec t io n o f  t he  car ­
t ridge  c ircuit s using  a safe t y  ohm m ete r 
w hic h  rest ric ts the c urrent  used t o  13 m i l - 
l iam peres m ust  be  m ade  w i t h in  t he  ne x t  550 
ho urs’ t im e  i n  serv ice af t e r the  effect ive date  

o f  t h is direc t iv e  and  at  int e rv als no t  exceed­
ing  550 ho urs’ t im e  in  serv ice the reafte r. A  

resistance  re ad ing  o f  be tween 5 and  6 ohm s 
w i l l  indicate  a  serv iceable fuse  wire . A l l  de ­
fe c t iv e  M ark  2 cartridges m ust  be  replaced  

w i t h  e ithe r serv iceable M ark  2 cartridges o r 
w i t h  M ark  3 cart ridges w h ic h  hav e  an  im ­
pro v ed fuse  w ire . W h e n  M ark  2 cartridges 
are installed, t he  inspec t ions spec ified above  
m ust  cont inue , bu t  w he n  M ark  3 cartridges 

are  installed, the. inspec t ions are  no  longer 

required.
(Grav in e r  T echnic al Not ice No . 2 covers 

t h is subjec t .)

Th is  amendm ent sha ll b ecome effective 
Feb ru ary 9,1961.

(Sec . 3 1 3 (a ), 601, 603; 72 Stat . 752, 775, 776; 
49 U.S.C. 1 3 5 4 (a), 1421', 1423)

Issued in  W ashington, D .C., on  Janu ­

a ry 3,1961.
G e o r g e  C. P r i l l , 

A cting D irector, 
B ureau o f F light Standards.

[P .R . Doc. 61-127; Fi le d, Jan. 9, 1961;
8:45 a.m .]

T it le  2 1 — FOOD AN D D RU GS
C h a p t e r  I— Fo o d  a n d  D ru g  A d m in is­

t r a t io n , D e p a r t m e n t  o f  H e a lt h , Ed u ­

ca t io n , a n d  W e l f a r e

SUBCHAPTER A — GENERAL

PA RT 8— CO LO R  A D D I T I V ES 

PA RT  9 — C O LO R  CER T I FI CA T IO N

R e list in g  FD & C Re d  N o . 1 a s Ex t  D & C 

Re d  N o . 1 5

Th e transitiona l color add itive regu la ­
tions  pub lished in  the F e d e r a l  R e g i s t e r

o f O ctober 12,1960 (25 F.R. 9759), listed, 
am ong others, u nder 18.501(a ) C olor 
additives provisionally  listed fo r food, 
drug, and cosmetic use, “FD &C Red  No. 1 
(§9.60 o f this ch a p ter ).” Th is  p rovi­
s ional lis tin g was term ina ted  by ord er ' 
pub lished in  the F e d e r a l  R e g i s t e r  N o ­
vem ber 26, 1960 (25F .R . 11214). *

Th e To ilet G oods Associa tion and 
others have petitioned  th e Commissioner 
to provis iona lly relist th is  color add itive 
fo r  use in  extern a lly applied dru gs and 
cosmetics. Th e pha rm acologica l studies 
on  wh ich  the delisting order was  based 
involved  the ingestion  o f the color ad ­
d itive in  the d a ily d iet o f test animals. 
Th e Commissioner does n ot fin d  from  
fa cts  now  b efore h im  th a t the protection  
o f the pub lic hea lth  requ ires th e con ­
tinu ed proh ib ition  against using this 
color add itive in  externa lly applied  drugs 
and cosmetics.

Th e specifications form erly applied to 
FD &C Red  No. 1 (21 C FR  9.60), a re now  
app lied to  E xt D&C R ed  No. 15, and th is  
color is  listed as one th a t m ay be certi­
fied. Th erefore: I t  is ordered, Pu rsu ant 
to the provisions o f th e Federa l Food, 
D ru g, and Cosmetic Act, as amended 
(sec. 2 0 3 (b )(2 ), Pu b lic La w  86-618; 74 
S tat. 405; 21 U .S.C., note u nder 376), 
th a t the provis iona l color add itive regu ­
la tions b e amended as followsT

§ 8.501 P ro v isio nal lists o f  c o lo r addi ­
t ives.

W ater- in solu b le m atter, n ot m ore than
0.5 percent.

E ther extracts , not m ore than  0.2 
percent.

U noomb ined intermeidates, not more 
than  0.2 percent.

C hlorides  and su lfa tes  o f sodium, not 
m ore than  6.0 percent.

M ixed  oxides, n ot m ore than  1.0 
percent.

Low er su lfonated dyes, n ot more than 
2.0 percent.

Pu re dye, n ot less than  85.0 percent.

C ertifica tes  issued h eretofore for  the 
color add itive FD & C  R ed  No. 1 and 
canceled b y order (25 F .R . 11214) may be 
reissued fo r  E x t D&C R ed  No. 15 
.(§ 9.354 o f th is ch a p ter ).

Effective date. Th is  order shall be ef­
fective u pon pu b lication  in  the F e d e r a l  

R e g i s t e r . N otice and  pu b lic procedure 
a re n ot necessary prerequ isites to the 
prom u lga tion  erf-this order, because sec­
tion  203(d ) (2 ) o f Pu b lic La w  86-618 so 
provides.

(T i t le  I I , P ubl i c  L aw  86-618; 74 Stat . 404 et 
seq.; 21 U.S.G., no t e  unde r 376)

D ated : Janu ary 5,1961.

[ s e a l ]  J o h n  L .  H a r v e y ,

Deputy  C ommissioner of 
Food and Drugs.

[F .R . Doc. 61-142; F i le d, Jan. 9, 1961;
8:47 a.m .]

1. In  §8.501 Prov is ional lists o f color 
additives, pa ra gra ph  (c )  is  amended by 
adding thereto the item  “E xt D&C Red  
ilo . 15 (§ 9.354 o f th is  ch a p ter )” im m e­
d ia tely follow in g E xt D&C Red  N o. 14 
(§ 9.353 of this ch a p ter).

2. P a rt 9 is  amended b y adding there ­
to the fo llow in g new  section !

§ 9 .354 Ex t e rnal D & C  R e d  No . 15.

D isodiu m sa lts o f a  m ixtu re o f 1-a lkyl-  
phenylazo-2-n  a  p  h  t h  o 1-3,6-disu lfonic 
acids, o f w h ich  th e m ixtu re o f amines 
ob ta ined by redu ction  o f the dye shall 
have the fo llow in g composition :

l-Am ino-2,4,5-trim ethylb enzene, not 
less than  35 percen t and not m ore than  

45 percent.
1- Am in o- 2 ,4-dimethylbenzene, not less 

than  36 percen t and not m ore than  40 

percent.
l-Am ino-2,5-d im ethylb en zene, not less 

than  10 percen t and n ot more than  20 

percent.
1-Am ino-2 ,6-dimethylbenzene, not less 

than  4 percen t and not more than  12 

percent.
1- Am in o- 2-ethylbenzene and 1-a m ino- 

4-ethylbenzene, tota l not more than  5 
percent.

1- Am in o- 2,3-dim ethylbenzene and 1-  
amine-3,4-dimethylbenzene, tota l not 

m ore than  4 percent.
l-Amino-2,3,4,6, -  tetramethylb enzene, 

not more than  3- percent.
1-Am ino-2,4,6- trim ethylb enzene and 

amino-m ethylethylbenzenes, tota l not 
m ore than  0.4 percent.

An ilin e, tolu idines, and 1-am ino-2,3,4- 

trim ethylbenzene, not m ore than  1 p er ­

cen t o f any individu a l amine and not 

m ore th a n  1.5 percent tota l o f such 

amines.
V ola tile m a tter (a t 135° C .), not lhore 

th a n  10.0 percent.

SU BCH A PT ER B— FO O D  A N D  FO O D  PROD UCTS

PA RT  1 2 1 — FO O D  A D D IT IV ES

Su b p a r t  D — Fo o d  A d d it iv e s Perm it ted  

in  Fo o d  f o r  H u m a n  Co n su m p t io n

POLY SOR BA T E 80  (P O L Y O X Y E T H Y L E N E  (20) 
SOR BIT A N M ONO OL EA T E )

Th e C ommissioner o f Food  and Drugs, 
h aving evalu ated th e da ta  submitted in a 
petition  filed  by N a tion a l P ick le Packers 
Association, 202 Sou th M a rion  Street, 
O ak Pa rk , Illinois , and oth er relevant 
m ateria l, has concluded th a t the follow ­
in g amendmen t to th e food  additive 
regu la tions shou ld issue in  conformance 
w ith  section 409 o f th e Federa l Food, 
D rug, and C osmetic Act, w ith  respect to 
the food  add itive polysorb ate 80 (poly­
oxyethylene (20 ) sorb itan  monooleate) 
as a  solu b ilizing and dispersing agent in 
pickles and pickie products. Therefore, 
pu rsuant to  the provisions o f the act 
(sec. 4 0 9 (c )(1 ), 72 S tat. 1786; 21 U.S.C. 
3 4 8 (c ) (1 ) ) ,  and u nder the authority 
delegated to the Commissioner by the 
S ecreta ry o f H ea lth , Edu cation, and 
W elfa re (25 F.R . 8625), § 121.1009 o f the 
food  add itive regu la tions (21 C FR 121- 
1009 ; 25 F.R . 7100,12178) is amended as 

set forth  below :
Section  121.1009(c) is amended by 

adding thereto a  new subparagraph (3 ), 

read ing as follow s :

§ 121.1009 Po ly so rbate  80 (po ly oxy ­
e thy lene (2 0 )  so rbit an m onoo leate ). 

* * * * *

(c )  ̂  ̂ ^
(3 ) In  pickles and pickle products as 

i  solu b ilizing and dispersing agent, 
whereby the maximu m amount of the 
additive does not exceed 500 parts pci 

million (0.05 p ercen t).
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Any person w ho w ill be adversely a f ­
fected by the foregoin g order m a y a t 
any time prior to the th irtieth  day from  
the date o f its  pu b lica tion in  the F e d e r a l  

R e g i s t e r  file w ith  the H ea rin g C lerk, 
Department o f H ea lth , Edu cation, and 
Welfare, Room  5440, 330 Independence 
Avenue SW ., W ash ington  25, D .C., w rit­
ten objections thereto. O b jections  shall 
show wherein the person filin g w ill be 
adversely a ffected  by the order and spec­
ify with pa rticu la rity the provisions of 
the order deemed ob jectionab le and the 
grounds for the ob jections. I f  a hea ring 
is requested, the ob jections  must state 
the issues for  the hearing. A  hea ring 
will be granted if the ob jections a re su p ­
ported by grou nds lega lly su fficient to 
justify the relief sought. O b jections may 
be accompanied by a  memorandu m or 
brief in support thereof. A ll documents 
shall be filed in  qu intuplicate.

Effective date. Th is  order shall be e f ­
fective on the da te o f its  pu b lication in  
the F e d e r a l  R e g i s t e r .

(Sec. 4 0 9 (c ) (1 ),  72 Stat . 1786; 21 U.S.C. 
3 4 8 (c )(1 ))

Dated: D ecember 30,1960.

[ s e a l ]  J o h n  L .  H a r v e y ,

Deputy  Commissioner of 
Food and Drugs.

[F.R. poc. 61-135; P i led, Jan. 9, 1961;
8:46 a.m .]

T it le  7 — AGRICU LTU RE
Chap t er I— A g r icu lt u r a l M a r k e t in g  

Service ( St a n d a r d s, In sp e ct io n s, 

M ark e t in g  P r a ct ice s) , D e p a r t m e n t  

of A g ricu lt u re

PART 5 1 — FRESH  F R U I T S ,  V EG E ­

TABLES A N D  O T H ER  PR O D U CT S 

( IN SPECTIO N , CER T I FI CA T IO N  A N D  

STAN D A RD S)

S ection  51.754 as amended, follow s: 

§ 5 1 .7 5 4  U .S. No. 1 Bronz e .

Th e requ irements o f th is grade are 
the same as fo r  U .S. N o. 1 except tha t 
a ll fru its  must show  some discoloration. 
M ore than  30 percent, b y count, o f the 
fru its  sha ll have more than  one-th ird  o f 
the su rface, in  the aggregate, a ffected  
b y d iscoloration ; the predom inating dis ­
colora tion  on  these fru its  shall be of 
ru st m ite type. (S ee § 51.761.)

It  is  hereb y fou nd  and determined tha t 
good cause exists fo r  n ot postponing the 
effective da te o f this amendment beyond 
the date o f pu b lication in  the F e d e r a l  

R e g i s t e r  (5 U .S.C. 1 0 0 3 (c)); in  th a t:
(1 ) Th e harvest season fo r  grapefru it 
is in  progress and it is in  the best in ­
terest o f the pub lic and the indu stry tha t 
the amendment be placed  in  effect a t 
the earliest possible da te; ( 2 ) no specia l 
p repara tion  fo r  compliance w ith  the 
standards as amended, on the p a rt o f the 
citru s  indu stry is requ ired ; and ( 3 ) no ­
tice o f proposed ru le m aking was pub ­
lished in  the F e d e r a l  R e g i s t e r  D ecem ­
b er 1, 1960.

D a ted : Janu ary 5, 1961, to become e f ­
fective upon pu b lica tion  in  the F e d e r a l  

R e g i s t e r .

R o y  W .  L e n n a r t s o n , 

Deputy  A dm inis trator, 
M arketing Service.

[F .R . Doc. 61-164; F i le d, Jan. 9, 1961;
8:51 a.m .]

PA RT 5 1 — FRESH  F R U I T S ,  V E G E ­

T A BLES A N D  O T H ER PRO D U CT S 

( I N SP ECT I O N , CER T I FI CA T IO N  A N D  

ST A N D A RD S)

Su b p a r t — U n it e d  St a t e s St a n d a r d s f o r  

G r a d e s o f  Flo r id a  O r a n g e s a n d  

T a n g e lo s 1

U .S. N o. 1  B r o n z e

Subpart— U .S. St a n d a r d s f o r  G r a d e s 

o f  Flo r id a  G r a p e f r u i t 1 

U.S. N o. 1  B r o n z e

On December 1, 1960, a  notice of pro ­
posed ru le making was pub lished in  the 
F e d e r a l  R e g i s t e r  (25 F;R. 12298) rega rd ­
ing a proposed amendment to § 51.754 of 
United States S tandards fo r  G rades of 
Florida G rapefru it (7 C FR  §§ 51.750 to 
51.783).

After consideration o f a ll releva nt 
matters presented, inclu ding the p ro ­
posal set forth  in  the a foresa id  notice, 
1 51.754, as amended, o f th e U n ited  
states Standards fo r  G rades  o f F lorid a  
G rapefruit is hereby prom u lgated pu r ­
suant to the au thority conta ined in  the 
Agricultural M arketin g A ct o f 1946 

Stat. 1087, as a m en d ed ;* 
7 U.S.C. 1621-1627).

01 the produc t  in  conform ity  
Shan re(5ulrements o f  these  standards 

rirnviJ10* excuse fai lure  t o  co m ply  w i t h  the  

Cnsmt« 118 » o f  the  Federal Food, Drug , and  

Wlth • » “ “ “ •  “ * * •  > " *

O n D ecember 1, 1960, a  notice o f p ro ­
posed ru le m aking was pub lished in  the 
F e d e r a l  R e g i s t e r  (25 F.R. 12299) re ­
ga rd ing a  proposed amendm ent to 
§ 51.1145 o f U nited S tates S tandards fo r  
G rades o f F lorid a  O ranges and Tangelos 
(7 C FR  §§51.1140 to 51.1178).

A fter  consideration o f a ll relevant 
matters presented, inclu ding the p ro ­
posa l set forth  in  the a foresa id  notice, 
§51.1145, as amended, o f the U n ited  
S ta tes S tandards fo r  G rades  o f Florida  
O ranges and Tangelos is hereby prom u l­
ga ted  pu rsuant to th e au th ority con ­
ta ined  in  the Agricu ltu ra l M a rketing Act 
o f 1946 (Secs. 202-208, 60 S tat. 1087, as 
am ended ; 7 U .S.C. 1621-1657).

As amended, § 51.1145 is set forth  
below :

§ 5 1 .1 1 4 5  U.S/ No . 1 Bronz e .

Th e requ irements o f this grade a re the 
same as fo r  U .S. N o. 1 except th a t a ll 
fru its  must show some discoloration. 
M ore than  30 percent, b y count, o f the 
fru its  sha ll h ave m ore than  one- th ird  o f 
the su rface, in  th e aggregate, a ffected  by 
discoloration ; th e predom inating dis-
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colora tion  on these fru its  shall be o f ru st 
m ite type. (S ee § 51.1152.)

(a ) I f  any lot o f U .S. N o. 1 B ronze 
fru it also meets the in terna l specifica ­
tions o f “U .S. G ra de A A  Ju ice (D ou b le 
A ) ” or “U .S. G rade A  Ju ice” it may be 
so specified in  accordance w ith  the facts. 
(S ee §§ 51.1175-51.1178.)

I t  is hereb y fou nd  and determined 
tha t good cause exists fo r  not postponing 
the effective date o f this amendment 
beyond the date o f pu b lica tion in  the 
F e d e r a l  R e g i s t e r  (5 U .S.C. 1 0 0 3 (c)); in  
tha t: (1 ) Th e harvest season for  oranges 
and tangelos is in  progress and it is in  the 
best in terest o f the pub lic and the indu s ­
try tha t the amendment be placed in  
effect a t the earliest possib le da te; ( 2 ) 
no special p repara tion  fo r  com pliance 
w ith  the standards as amended, on  the 
pa rt o f the citru s indu stry is requ ired; 
and (3 ) notice of proposed ru le m akin g 
was pub lished in  the F e d e r a l  R e g i s t e r  

D ecember 1, 1960.

D a ted : Janu ary 5, 1961, to become 
effective upon pu b lica tion in  the F e d e r a l  
R e g i s t e r . , .

R o y  W .  L e n n a r t s o n ,

Deputy  Administrator, 
M arketing Service.

[F .R . Doc. 61-165; Fi le d, Jan. 9, 1961;
8:51 a.m .]

T it le  2 5 — IN D IAN S
Ch a p t e r  I— B u re a u  o f  I n d ia n  A f f a ir s, 

D e p a r t m e n t  o f  t h e  In t e r io r  

SUBCHAPTER P— MINING

PART 171— l ea s in g  o f  t r ib a l  

LANDS FOR M INING

PA RT  1 7 4 — LEA SI N G  O F REST RICT ED  

L A N D S  O F M EM B ER S O F FI V E 

C I V I LI Z ED  T R I B E S ,  O K LA H O M A , 

FO R  M I N I N G

PA RT  1 7 5 — LEA SI N G  O F O SA G E R ES­

ER V A T I O N  LA N D S, O K LA H O M A , 

FO R  M I N I N G , EX CEP T  O I L A N D  

G A S

PA RT 1 7 6 — LEA D  A N D  Z I N C M I N I N G  

O P E R A T I O N S  A N D  LEA SES, 

Q U A P A W  A G EN C Y

M isce l la n e o u s A m e n d m e n t s

O n page 833 o f the F e d e r a l  R e g i s t e r  

o f O ctober 14,1959, a  notice o f in tention  
to amend §§ 171.6, 174.15, 175.4 and 
176.13 o f Title  25, Code o f Federa l Regu ­
lations, was published. Th e pu rpose o f 
the amendments is to a llow  a reduced 
bond coverage when issu ing permits  and 
leases fo r  m in ing m inera ls oth er than  
oil and gas if  the S ecreta ry o f the In ­
terior or his au thorized representa tive 
b elieves th a t the interests o f the Ind ians 
are adequ ately protected. Pa rts  172 and 
173 are amended b y reference, because 
th e applicab le sections refer  to the sec­
tion  on  bonds in  Pa rt 171.

In terested  persons w ere given  30 days 
from  the date o f pu b lica tion o f the notice
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in  the F e d e r a l  R e g i s t e r  as an opportu ­
n ity to su bmit th eir views, data , and 
argu ments concern ing the proposed 
amendments to the C ommissioner o f In ­
d ian  Affa irs . O ne w ritten  com m u nica ­
tion  fa vorin g the amendments to §§ 171.6 
and 174.15, bu t su ggesting an added 
phrase, was received  w ith in  the specified 
period. Th e suggestion, th a t the con ­
sent o f the In d ia n  landow ner b e ob ta ined 
b efore a llow ing redu ced bond coverage, 
was accepted a fter  discussion and ca refu l 
considera tion. As  a  resu lt, the phrase 
“w ith  the consent o f the In d ia n  land -  
ow ner” has b een inserted im m ed ia tely 
a fter  the words “thé S ecreta ry o f the 
In terior  or his au thorized représenta- , 
tive” in  §§ 171.6(a ), 174.15(a ), 175.4 and 

176.13.
Th e proposed amendments are hereby 

adopted as so changed and are set forth  
below. Th ese amended regu lations  shall 
b ecome effective a t the beginn ing o f the 
30th ca lenda r day follow in g the da te of 
th e pu b lica tion  in  the F e d e r a l  R e g i s t e r .

E l m e r  F. B e n n e t t , 

A cting Secretary  of the Interior.

J a n u a r y  3, 1961.

1. Section  171.6(a T is amended to read 

as follow s :

§  171.6 Bonds.

(a )  Lessee sha ll fu rn ish  w ith  each  
lease a  bond (F orm  5-154b ), and an as ­
s ignee o f a  lease sha ll fu rn ish  w ith  each 
assignment a bond (F orm  5-154m ), w ith  
an  acceptab le company au thorized to act 
as sole su rety, or w ith  tw o or m ore per ­
sonal su reties and a  deposit as colla tera l 
secu rity o f any pu b lic-deb t ob ligations 
o f th e U n ited  S tates  gu a ranteed as to 
p rin cip a l and in terest by the U n ited  
S tates, equ al to th e fu ll amou nt o f such 
bonds, or oth er colla tera l sa tis fa ctory 
to th e S ecreta ry of th e In terior, or show 
ownership o f u nencu mbered rea l estate 
o f the va lu e equ al to tw ice th e amou nt 
o f th e bonds. Lessee m ay file a  bond 

on  Form  5-154a w ithou t su reties and a 

deposit as colla tera l secu rity o f G overn ­
m ent bonds equ al in  va lu e to the fu ll 

amou nt o f th e bond. Lease bonds shall 

not b e less than  the fo llow in g amou nts:

F o r less t han  80 ac re s.------------ ---------- $1, 000
F o r 80 acres and  less t han  120 acres—  1, 500
F o r 120 acres and no t  m ore  t han  160

ac re s. ______ ________________________  2 ,0 0 0

F o r each addi t io nal 40 acres, o r part
the reo f , abov e  160 acres-----------------  500

Provided, Th a t fo r  leases fo r  m inera ls 

oth er th a n  oil and gas the S ecreta ry of 

th e In terior  or h is au thorized representa ­

tive w ith  th e consent o f th e In d ia n  land -  

ow ner m ay au thorize a  bond fo r  a  lesser 

amou nt if, in  his opinion, th e circu m ­

stances w a rra n t and the in terests o f the 

In d ia n  landowners  are fu lly protected : 

Prov ided further, Th a t a  lessee m ay file 

one bond (Form  5-154f), in  the sum of 

$15,000 fo r  a ll leases o f m inera ls, in  any 

one S ta te and  w hich  m ay also inclu de 

leases on  th a t pa rt o f an In d ia n  reserva ­
tion  extend ing in to S tates contiguous 

thereto, to W hich the lessee m ay become 

a  p a rty: And provided further, Th a t the 

tota l a creage covered  b y the bond shall 

n ot exceed 10,240 acres.

2. S ection  174.15(a) is amended to 

read  as follow s :

§ 174.15 Bonds.

(a )  Lessee sha ll fu rn ish  w ith  each 
m in ing  lease a  bond (Form  5—154b ), and 
an  assignee o f a  lease shall fu rn ish  w ith  
each assignment a  bond (Form  5-154m ), 
w ith  an acceptab le company au thorized 
to act as sole su rety, or w ith  tw o or more 
personal su reties and a  deposit as col­
la tera l secu rity o f any pu b lic-deb t ob li­
gations o f the U n ited  S tates gu aranteed  
as to principa l and in terest by the U n ited  
S tates, equal to the fu ll amou nt o f such 
bonds, or oth er colla tera l sa tis fa ctory to 
the S ecreta ry o f the In terior, or show 
ownership o f unencumbered rea l estate 
o f the va lu e equal to tw ice the amou nt 
o f the bonds. Lessee m ay file a bond on 
Form  5-154a w ithou t su reties and a  de­
posit as colla tera l secu rity o f G overn ­
m ent bonds equ al in  va lu e to the fu ll 
amou nt o f the bond. Lease bonds, ex ­
cept as provided  in  pa ra gra ph  (c ) o f this 
section, shall not be less than  the follow ­
in g amou nts:

Fo r less t han  80 ac res—  ------------------ i $1, 000
F o r 80 acres and less t han  120 ac re s. _ 1, 500
Fo r 120 acres and no t  m ore t han  160

acres________.__________ __ - ---- -----------  2 ,0 0 0

Fo r each addit io nal 40 acres, o r part
the reo f  abov e  160 acres------------ . . .  500

Provided, Th a t fo r  leases fo r  m inera ls 
oth er than  oil and  gas the S ecreta ry o f 
the In terior or his au thorized representa ­
tive w ith  the consent o f the In d ia n  land -  
ow ner m ay au thorize a  bond fo r  a  lesser 
amou nt if, in  his opinion, the circu m ­
stances w a rran t and the in terests o f the 
In d ia n  landowners a re fu lly protected : 
Prov ided further, Th a t a  lessee m ay file 
a  bond (Form  5-154f) ,  in  the sum of 
$15,000 fo r  a ll leases o f m inera ls up to 
10,240 acres u nder the ju risd iction  of the 
officer in  cha rge o f the F ive C ivilized  

Trib es  Agency.

3. Section  175.4 is amended to read as 

follow s :

§  175.4 Bonds.

Lessee shall fu rn ish  w ith  each  lease a t 
the tim e it is filed  w ith  th e officer in  
cha rge an acceptab le bond not less than  
the follow in g amou nts:

Fo r less than. 80 ac res—  ----------------- $1,000
Fo r 80 acres and  less t han  120 ac res—  1,500 

Fo r 120 acres and  no t  m ore  t han
160 ac res__________ - — '------— — — 2 ,0 0 0

F o r each addit io nal 40 acres, o r part  

t he reo f  abov e  160 acres-----------------  500

Provided, Th a t fo r  leases fo r  m inera ls 
oth er than  oil and gas the S ecreta ry of 
the In terior or his au thorized  represent­
a tives w ith  ¿h e consent o f the In d ia n  
landow ner may au thorize a  bond fo r  a  
lesser amou nt if, in  his opinion, th e cir ­
cumstances w a rran t and the interests o f 
the In d ia n  landowners are fu lly p ro ­
tected : Prov ided further, Th a t the lessee 
shall be a llow ed  to file bond, Form  S 1 
covering a ll leases~to w hich  he or  they 
are or m ay become parties  instead o f a  
separa te bond in  each case, such bond to 
be in  the penal sum o f $15,000. Th e righ t 
is reserved to change the amou nt of th e 
bond in  any pa rticu la r case, or to requ ire

1 Fo r furt he r in fo rm at io n concerning fo rm , 

see § 175.24.

a  new  bond in  th e discretion  of the 
S ecreta ry o f th e In terior.

4. S ection  176.13 is amended to read as 

follow s :

§ 176.13 Bo nd.

E very m inera l lease made and entered 
in to u nder the regu la tions in  this part, 
b y an  In d ia n  or b y th e superintendent 
as his represen ta tive or in  his behalf, 
must b e accompan ied by a  su rety bond, 
execu ted by the leasee and b y a  respon­
s ib le su rety company or tw o or more 
sa tis fa ctory sureties, gu aranteeing the 
paym ent o f a ll d eferred  installments of 
bonus and the paym en t o f a ll specified 
roya lties  and renta ls  and th e perform ­
ance o f a ll covenants and agreements 
u ndertaken  by the lessee. Such bonds, 
unless au thorized b y th e -Secretary of 
th e In terior or his au thorized represent­
a tive, w ith  the consent o f the Indian 
landowner, sha ll be not less than the 
follow in g amou nts:

Fo r less t han  80 acres--------- -—  $2,500
Fo r 80 acres and less t han  120 acres— 3,500 

Fo r 120 acres or m ore---- -------------- -— 5,000

Provided, however, Th a t the lessee may, 
in  lieu  o f such su rety bond and  upon 
execu tion  o f a proper pena l bond to the 
U n ited  S tates  in  the sum prescribed and 
a  proper power o f a ttorney to the Secre­
ta ry o f the In terior, submit therewith 
U n ited  S tates bonds or notes in  the 
a ggrega te sum prescrib ed as security for 
th e ca rryin g ou t o f the terms, conditions, 
and provisions o f the lea se: Provided 
further, Th a t a  lessee m a y file in  lieu of 
such individu a l lease bonds, one bond in 
a sum to be fixed  b y‘the S ecreta ry of the 
In terior  covering a ll leases to which he 
is or m ay become a  pa rty. Th e right is 
specifica lly reserved to the Secretary of 
the In terior to requ ire an  increase of the 
amou nt o f any bond above the sum 
nam ed in  any pa rticu la r case where he 
deems it necessary to requ ire such in ­

creased bond.

[F .R . Doc. 61-128; Fi le d, Jan. 9, 1961;
8:45 a.m .]

T it le  4 2 — PU BLIC H EALTH
C h a p t e r  I— Pu b lic H e a lt h  Se r v ice , De­

p a r t m e n t  o f  H e a lt h , Ed u ca t io n , and  

W e lf a r e

PA RT 2 1 — CO M M I SSI O N ED  O FFICERS

A f t e r  T w e n t y  Y e a r s o f  Serv ice

1. Subpart J o f P a rt 21, T itle  42, Code 
of Federa l Regu la tions  is amended by 
adding a t the b eginn ing thereof the fol­
low ing new  cen ter heading and sections. 

Af t e r  Tw e n t y  Y e ar s  o f  Ser vice

Sec.
21.165 Inv o lunt ary  re t irem ent  o f  officers

w i t h  20  years o f  service.
21.166 A ppo in tm ent  o f  re t irem ent  boards.
21.167 R ecom m endat ions o f  boards.
21.168 Ac t ion  by  thè  Surgeo n Gene ral or

the  Secre tary . -
21.169 R e lat io nship o f  §§ 21.165-21.166 t

disc iplinary  procedures.

Au t h o r it y : §§ 21.165 to  21.169 issued un­
de r sec. 215, 58 Stat . 690, as amended; 
U.S.C. 216. Int e rpre t  o r apply  sec. 211, 08 

Stat . 688 , as am ended; 42 U.S.C. 2 12 .
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A f t e r  T w e n t y  Y e a r s  o f  S e r v i c e

. § 21.165 Inv o lunt ary  re t irem ent  o f  o ffi ­
cers with 20  years o f  service.

The Surgeon G enera l m ay recommend 
to the Secretary the retirem ent o f any 
officer who has completed 20 or m ore bu t 
less than 30 years  o f a ctive service as 
defined in  section 211(d) o f the A ct 
if the Surgeon G en era l a fter cons idera ­
tion of the recom mendation o f a  board 
pursuant to § 21.168, determines tha t the 
retirement o f an  officer wou ld be in  the 
best interests o f the S ervice fo r  one or 
more of the follow in g reasons:

(a ) An  officer’s perform ance o f du ty 
is at a level b elow  th a t expected o f an 
officer of his grade in  his ca tegory;

(b ) An  officer is n ot su ited fo r  con ­
tinued active service fo r  one or m ore o f 
the follow ing or sim ila r causes:

(1) Conduct contra ry to laws, regu ­
lations, or adm in istra tive directives a p ­
plicable to commissioned officers,

(2) In ten tiona l omission or m is rep ­
resentation of fa cts in  officia l statements, 
either ora l or w ritten ,

(3) Act o f intemperance and/or p er ­
sonal misconduct to the discredit o f the 
Service.

§ 21.166 Appo intm ent , o f  ret irem ent  
boards.

proves, he m ay recommend to the S ecre ­
ta ry th a t the officer be retired . I f  the 
S ecreta ry approves the recomm endation  
o f the Su rgeon  G enera l, the officer shall 
b e retired  on  the firs t day o f any m onth 
th erea fter as the Su rgeon G en era l shall 
direct.

§ 2 1 .1 6 9  R e lat io nship  o f  § §  21.165—  

21.166 to disc ip linary  pro cedures-

Th e provisions o f §§21.165— 21.166 
shall in  no wa y con flict w ith  or preju dice 
disciplina ry procedu res u nder §§ 21.269—  
21.322.

[ s e a l ]  L. E . B u r n e y ,

Surgeon General.

A p p roved : D ecember 30,1960.

E d w a r d  P o s s  W i l s o n ,

A cting Secretary .

[F .R . Doc. 61-150; F iled, Jan. 9, 1961; 

8:49 a.m .]

T it le  4 3 — PU BLIC LAN D S: 

IN TERIO R
Ch a p t e r  I— Bu re a u  o f  La n d  M a n a g e ­

m e n t , D e p a r t m e n t  o f  t h e  In t e r io r

The Surgeon G enera l m ay from  tim e 
to time appoint boards to review , in  ac­
cordance w ith  procedu res wh ich  he shall 
prescribe, the records o f such officers as 
the Surgeon G en era l m ay su bmit to such 
boards and to recommend to h im  in  
accordance w ith  th eir determ ination  
based on the records, th a t such officers 
be continued on active du ty or be retired. 
Such boards shall consist o f five or more 
officers at least tw o o f w hom  shall, in ­
sofar as practicab le, be o f the same p ro ­
fessional category as the officer or officers 
whose records are submitted to them 
for consideratioh.

§ 21.167 R ecom m endat ions o f  boards.

The recommendations o f the boards 
appointed pursuant to § 21.166 shall be 
based on m ateria l conta ined in  the rec ­
ords submitted to them  fo r  review  or on 
other materia l w hich  the boards m ay 

have added to the records to supplement 

and clarify previous nota tions in  the 

records, i f  the recom mendation  o f a  

board is not unanimous, such fa ct shall 

be so indicated in  the recomm endation, 

and those members o f the board who dis ­

agree with the recommendations o f the 

majority may submit a  separate report 
or reports and their recommendations.

§ 21.168 Act ion by  the Surge on General  
or the Secretary.

If a board recommends th a t an officer 
oe retained on active duty, or if a board 

^ a t  an officer be retired 
d the Surgeon G enera l does not ap-  

™.ve’ ®uck  officer shall be reta ined  on 
active duty u ntil such tim e as his rec-  

lmfl. ma^ again be referred  to a board 

or «at i  * or he m ay be separated 
if  under other provisions o f law.

t i  t Z ° a^  recommends th a t an officer 
oe retired and the Su rgeon G en era l ap-  

No. 5------4

A P P EN D IX — PU BLIC LA N D  O RD ERS 

[P ubl i c  Land  Order 2249] 

[W ash ing t o n  02621]

W A SH I N G T O N

Est a b l ish in g  Sa n  Ju a n  N a t io n a l  W i ld ­

l i f e  R e f u g e ; En la r g in g  Jo n e s I sla n d  

N a t io n a l  W i ld l i f e  R e f u g e ; P a r t ly  

R e v o k in g  Ex e cu t iv e  O r d e r s o f  Ju ly  

9 , 1 8 7 5 , a n d  Ju ly  1 5 , 1 8 7 5

B y virtu e o f the au th ority vested in  the 
Pres iden t and pursuant to Execu tive O r ­
der N o. 10355 o f M a y 26, 1952, it is 
ordered as follow s :

1. S u b ject to va lid  exis ting rights, the 
follow ing-describ ed  pub lic lands a re 
hereb y w ithdraw n  from  a ll form s o f ap ­
p ropria tion  u nder the pu blic land  laws, 
inclu ding the m in ing bu t n ot the m inera l 
leasing laws, and reserved u nder ju risd ic ­
tion  o f the B u reau  o f S port Fisheries and 
W ild life, U n ited  S tates Pish  and W ild life 
Service, as follow s :

a. As  the San  Juan N a tiona l W ild life 
Refu ge

W il l a me t t e  Me r id ia n  

T . 34 N., R . 1 E.,
Sec. 8 , lo t s 1 and 2 (W i l l iam so n  R o c k s ).

T . 34 N., R . 1 W.,

Secs. 28 and 29 (Co lv i l le  I s lan d ) (U n ­
surv ey ed) .

T . 35 N .,R . 1 W., .. r
Sec. 36 (B i rd  R ocks) (Un surv e y e d ).

T . 35 N., R . 2 W.,
Sec. 17, lo t  1 (T urn  I s la n d ) ;
Sec, 18, lo t  10 (T urn  I s la n d ) .

T . 37 N „  R . 3 W „
Sec. 1 (Bare  I s lan d ) (Un surv e y e d ).

Aggrega tin g app roxim ately 52 acres.
b. As an add ition  to Jones Is land  M i­

gra tory B ird  Refu ge estab lished by E xec­
u tive O rder N o. 7594 o f M a rch  30, 1937, 
the nam e o f w hich  was changed to Jones 
Is land  N a tiona l W ild life Refu ge b y P roc ­
lam ation  N o. 2416 o f Ju ly 25, 1940:

(Wash ing t o n  03723)

W il l a me t t e  Me r id ia n

JONES ISLAND

T . 36 N . ,R ,3 W „
Sec. 10, T rac t  B;
Sec. 11, T rac t  A;

■ Sec. 14, T rac t  C.

Aggrega tin g 9.02 acres.
2. Th e Execu tive O rders o f Ju ly 15, 

1875, and Ju ly 9, 1875, reserving certa in  
lands fo r  lighthou se purposes, are hereby 
revoked so fa r  as they a ffect Tu rn  Is land  
and Jones Is land, respectively.

F r e d  A .  S e a t o n , 

Secretary  of the Interior.

D e c e m b e r  24, 1960.

[F .R . Doc. 61-130; F i le d, Jan. 9, 1961; 
8:45 a.m .]

T it le  4 7 — TELECOM M U N ICATION
Ch a p t e r  I— Fe d e r a l  Co m m u n ica t io n s 

Co m m issio n

PA RT  2 1 — D O M EST I C PU BLIC R A D I O  

SER V I CES ( O T H ER T H A N  M A R I T I M E 

M O BILE)

Fr e q u e n cie s; M e ssa g e  Ce n t e r  

Lo ca t io n s

A t a  session o f the Federa l C ommu ­
n ications Commission held  a t its  offices 
in  W ashington, D .C., on  the 4th day o f 
Janu ary 1961;

Th e Commission having u nder consid ­
era tion  the need fo r  cla rifica tion  o f ru le 
§ 21.513 wh ich  prescrib es the loca tion  of 
message centers fo r  radio systems in  the 
D om estic Pu b lic Land  M ob ile Ra d io 
S ervice and the need fo r  provid ing fo r  
opera tion  o f repea ter sta tions on  fr e ­
quencies, b elow  the m icrow ave sp e c t ru m , 

in  such service; and 
It  appearing, th a t amendm ent o f ru le 

§ 21.513 is desirab le to m ore clea rly set 
forth  C ommission policy and thereb y 
m in im ize the nu mber o f requests fo r  in ­
terp reta tion  o f said ru le; and 

It  fu rth er appea ring, th a t a  need ex ­
ists to provide su itab le frequ encies fo r  
repea ter sta tions to rela y mob ile sta tion 
transmissions back to the associated 
base sta tion  message centers w hen the 
mob ile u nits a re w ith in  ta lk -ou t range 
o f the base sta tion  bu t b eyond ta lk-b ack 
ran ge; and

It  fu rth er appearing, that, a lthou gh  
§ 21.517 o f the ru les provides th a t a  base 
sta tion  m a y be used to perform  the 
added fu nctions o f a  repea ter station, 
such a rrangem ent is not a lw ays  opera ­
tion a lly feasib le, pa rticu la rly in  a rad io 
system consisting o f tw o or m ore opera ­
tion a lly in tegra ted  base sta tions ; and 

It  fu rth er appea ring, th a t the on ly 
frequ encies designated  fo r  assignment to 
repeater stations u nder S u b part G  o f 
Pa rt 21 o f the ru les a re in  the 72-76 M e 
and 2110-2200 M e bands, the form er not 
b eing assignab le in  m any areas because 
o f possib le in terference to televis ion  re ­
cep tion  on channels 4 and 5, and the 
la tter b eing genera lly not feasib le b e­
cause equ ipment fo r  the m icrow ave re ­
gion  o f the spectrum is . considerab ly
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m ore costly than  for  the sub -microwave 

frequ encies; and
It  fu rth er appearing, th a t the fr e ­

qu ency bands 454.000-454.375 M e and 
459.000-459.375 M e a re presently des ig ­
nated, respectively, fo r  assignment to 
base and mob ile stations o f m iscellane­
ous common carriers and that, on A p ril 
20, 1960, in  D ocket N o. 13348, the C om ­
m ission amended § 21.501 ( i)  o f the ru les 
to perm it, u nder certa in  conditions, use 
o f the 454.000- 454.375 M e band by con ­
trol stations, bu t did not otherw ise des ­
igna te a  use fo r  the pa ired b lock of 
mob ile frequ encies in  the 459.000—459.375 

M e band; and
It  fu rth er appearing, tha t it is feasib le 

to perm it use of the 459.000- 459.375 M e 
band by repeater stations u nder the same 
conditions as are applicab le to control 
sta tions in  the 454.000-454.375 M e band, 
and th a t no adverse resu lts a re expected 
to flow  from  m aking such ru le changes; 

and
It fu rth er appearing, th a t there is good 

cause fo r  m aking such ru le changes 
w hich  effect a  rela xa tion  o f present re ­
strictions w hich  wou ld otherw ise requ ire 
discontinu ance, on  A p ril 1, 1961, o f op ­
era tion  o f repeater stations now  au th or ­
ized  to opera te in  th e 459.000—459.375 M e 
band u nder ru le waivers, and because it 
is necessary th a t such changes b e made 
effective a t the ea rliest practicab le date, 
proposed ru le-m aking procedu re, pu r ­
su ant to the provisions o f section 4 (a ) 
o f th e Adm in is tra tive Procedu re Act, is 
impracticab le, u nnecessary and contrary 

to the pu blic in terest;
I t is ordered, Th a t, pu rsuant to sec­

tion  4 (i)  and section 303 (r )  o f the C om ­
mu nications A ct of 1934, as amended,
§ 21.501 ( i)  and § 21.513 of the C ommis ­
s ion’s ru les and regu la tions are amended, 
as shown below  effective Janu ary 16, 

1961.

(Sec. 4, 48 Stat . 1066, as am ended; 47 Ü.S.C. 
154. Int e rpre t s o r applies sec. 303, 48 Stat . 
1082, as am ended; 47 U.S.C. 303.)

Released : Janu ary 5, 1961.

F e d e r a l  C o m m u n i c a t i o n s  

C o m m i s s i o n ,

[ s e a l ]  B e n  F .  W a p l e ,

A cting Secretary .

1. Section 21.501 is amended by revis ­
in g pa ra gra ph  ( i)  to read  as follow s:

§ 21.501 Frequenc ie s.

* * * * *

( i )  In  lieu  o f a  w irelin e circu it for  
control o f a  specific base s ta tion  tra ns ­
m itter from  its  requ ired  control point, 
or in  lieu  o f w irelin es fo r  an  au dio cir ­
cu it to a  base s ta tion  con trol poin t from  
a rem otely located  fixed  receiver used for  

reception  o f m ob ile sta tion transm is ­

sions, a  single control and repea ter s ta ­
tion  m ay be au thorized  to miscellaneou s 

comm on ca rriers  u pon th e frequ encies 

in dica ted  below : Prov ided, Th a t:
(1 ) Th e control station, and the base 

sta tion  controlled  thereby, a re located 

over 50 a ir lin e miles  from  the nearest 

geogra ph ica l boundary o f the nearest 

u rban ize a rea  havin g a popu la tion  over 

300,000 (as determined  and  defined  in  the 

most recen t census reports o f the U .S. 

B u reau  o f the C ensu s ).

(2 ) Th e repea ter sta tion , and the 
poin t to w h ich  its transmissions a re d i­
rected, are loca ted over 50 a irlin e miles 
from  the nearest geograph ica l boundary 
of the nearest u rbanized a rea  having a 
popu lation  over 300,000 (a s determined 
and defined in  the most recent census 
reports  o f the U .S. B u reau  o f the 

C ensu s).
(3 ) Th e effective ra d ia ted  pow er of the 

control or repeater sta tion  does not 

exceed 150 watts.
(4 ) Th e use o f the frequ encies by a 

control or repeater sta tion  w ill not cause 
ha rm fu l in terferen ce to any oth er sta ­
tion  au thorized to use such frequencies 
and shall be on  a  secondary basis to the 
provis ion o f mob ile and ru ra l rad io serv­
ice by oth er classes o f stations. (See 
also footn ote 11 to pa ragraph  (c ) o f this 

section.)
(5 ) Series or mu ltip le tandem  opera ­

tion  of more than  one control or repeater
station  is n ot involved.

Repeater
stat ion

Cont ro l stat io n frequencies frequencies

( M e ) : (M e )
454.05------- --------------------------- ---------- 459. 05
454.10._______________________________ 459.10
454.15________________________________ 459.15
454.20______ - _______s------------------------  459. 20
454.25....................... ................. — —  459. 25
454.30— — ._______ — ------------------459.30
454.35_____ - ________ _____ ;— — i---------  459.35

2. S ection  21.513 is amended to read 

as follow s :

§ 21.513 Locat ion o f  m essage center.

W ith in  the service a rea  encompassed 
b y the field  s trength  contou r o f each base 
sta tion  as defined in  § 21.504, there shall 
be a t least one message cen ter so loca ted  
th a t the m a jor portion  o f subscribers’ 
loca l exchange land line telephone ca lls, 
w hich  origin a te or  term ina te in  such 
a rea  in  conju nction  w ith  messages tra ns ­
m itted  or received  b y said sta tion, cost 
no m ore per ca ll than  the loca l message 
single u n it ra te. In  cases w here the con ­
trol poin t o f a  base sta tion  is  n ot so 
located, a  pub lic foreign  exchange tele ­
phone circu it shall b e provided  to a fford  
service so th a t a  rad io service subscriber 
m ay commu nicate b etween such points 
a t a cost per ca ll not in  excess o f the loca l 
message single u n it rate.

[P .R . Doc. 61-160; P i led, Jan. 9, 1961; 
8:50 a.m.]

PA RT  2 1 — D O M EST I C PU BLIC RA D IO  

SER V I CES ( O T H ER T H A N  M A R IT IM E 

M O BILE)

T ra n sm it t e r  T y p e  A cce p t a n ce  

R e q u ir e m e n t s

A t a  session o f the Federa l C omm u ni­
cations Commission held  a t its  offices in  
W ashington, D .C., on  the 4th day o f 

Janu ary 1961;
Th e Commission h aving u nder consid ­

era tion  the requ irements o f § 21.120  of 
P a rt 21 of its  ru les, th a t a ll ra d io tra ns ­
m itters  in  use in  the D omestic Pu b lic 
Ra d io Services b e “type accepted ’’; and 

I t  appearing, th a t §§ 21.501(g), 21.601 
(b ) and 21.701(a) o f the C ommission’s 
ru les p roh ib it the au thoriza tion  o f new 
stations in  the 890-940 M e band, bu t p er ­

m it the continu ed opera tion  o f such fa ­
cilities presently au thorized, w ith  certain 
conditions and restrictions ; and 

It  fu rth er appearing, th a t common 
ca rriers  presen tly au thorized to operate 
in  th is b and have certa in  transmitters 
w hich  have n ot b een type accepted but 
wh ich  continu e to opera te satisfactorily 
and render needed pub lic communication 
service; and

It  fu rth er appearing, th a t enforcement 
o f this “type acceptance’’ ru le w ith  re­
spect to the 890-940 M e band would dis­
ru pt such service and wou ld occasion 
costs to  the ca rriers  concerned which 
wou ld not appear to b e in  th e public in­
terest in  view  o f the lim ited  use of such 
equ ipment; and

It fu rth er appea ring, th a t no adverse 
im pact wou ld resu lt if the “type accept­
ance” ru le w ere amended to exempt such 
transm itters from  its requ irements; and 

It  fu rth er appea ring, th a t since there 
is good cause fo r  m aking such rule 
changes, w hich  effect a  relaxation of 
present requ irements, and since it is de­
s irab le th a t such changes b e made effec­
tive a t the ea rliest p racticab le date, pro­
posed ru le-m aking procedu re pursuant 
to the provisions o f section  4 (a ) of the 
Adm in istra tive Procedu re A ct is imprac­
tica l, unnecessary and contrary to the' 
pub lic in terest;

I t  is ordered, Th a t pursuant to sec­
tions 4 (i) and 303(r )  o f th e Communi­
cations A ct o f 1934, as amended, § 21.120 
o f the ru les is  amended, as shown below, 
effective Janu ary 16,1961.

(Sec. 4, 48 Stat . 1066, as am ended; 47 TJ.S.C. 
154. Int e rpre t s o r  applies sec. 303, 48 Stat. 
1082, as am ended; 47 U.S.C. 303)

Released: Janu ary 5,1961 .

F e d e r a l  C o m m u n i c a t i o n s  

C o m m i s s i o n ,

[ s e a l ]  B e n  F .  W a p l e ,

A cting Secretary.

1. Section  21.120 is amended by adding 
paragraph  (d ) as follow s :

§ 21.120 T y pe  acceptance o f  transmit­

ters.
* * * .* *

(d ) A  transm itter presently shown on 
an instru ment o f au thorization, which 
operates on  an  assigned frequ ency in the 
890-940 M e band and has n ot been type 
accepted, m ay continu e to b e used by the 
licensee w ithou t type acceptance pro­
vided such tran sm itter continues other­
w ise to  com ply w ith  the applicable rules 
and regu lations o f the Commission.

[P .R . Doc. 61-161; P i le d, Jan. 9, 1961: 
8:50 a.m .]

T it le  4 9 — TRAN SPORTATION
Ch a p t e r  I— I n t e rst a t e  Co m m erce  

Co m m issio n

PA RT 1 2 0 — A N N U A L, SP ECI A L OR 

P ER I O D I CA L REPO RT S

A n n u a l  Re p o r t s o f  Re f r ig e r a t o r  Car

Lin e s O w n e d  o r  Co n t r o lle d  b y  Rai * 

r o a d  Co m p a n ie s

A t a session o f the In tersta te Corn- 

merce C ommission, D ivis ion  2, held
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its office in  W ash ington, D .C., on  the 21st 
day of N ovember A.D . 1960.

The m atter o f annu al reports o f re ­
frigerator ca r lines owned or controlled  
by railroad companies b eing u nder fu r ­
ther consideration, and the changes to 
be made by this order b eing m inor 
changes in  the da ta  to be fu rnished, 
rule-making procedu res u nder section  4 
(a) of the Adm in is tra tive Procedu re Act, 
5 U.S.C. 1003, b eing deemed u nnecessary: 

It is ordered, Th a t § 120.70 o f the or ­
der of January 22,1960, in  the m a tter o f 
Annual Report Form  B - l  (R efr igera tor 
Car Lines Owned or C ontrolled by R a il ­
road C ompanies), be, and it is hereby, 
modified and amended w ith  respect to 
annual reports fo r  the yea r ended D e ­
cember 31, 1960, and subsequent years, 
to read as shown below.

It is further ordered, Th a t § 120.70 be, 
and it is hereby, modified and amended, 
to read as follow s:

§ 120.70 A nnual report s o f  re f rige rat o r  

car lines owned o r cont ro lled by  rai l ­
road companies.

Commencing w ith  reports fo r  the year 
ended D ecember 31, 1960, and th erea fter 
until fu rther order, a ll refrigera tor ca r 
lines which a re opera ted in  in tersta te 
commerce sub ject to the provisions o f 
section 20 (6) o f the In ters ta te Commerce 
Act, 49 U.S.C. 20, and wh ich  are owned 
or controlled by ra ilroad  companies, are 
required to file annu al reports in  accord ­
ance with Annu al Rep ort Form  B - l  (A n ­
nual Reports o f R efrigera tor C ar Lines 
Owned or C ontrolled by Ra ilroa d  C om ­
panies) , which is a ttach ed  to and made 
a part of this section .1 Such report shall 
be filed in  du plicate in  the B u reau  o f 
Transport Economics and S tatistics, In ­
terstate Commerce Commission, W ash ­
ington 25, D.C., by M a rch  31 o f the year 

following the year to which  it relates.

(Sec. 12, 24 Stat . 383, as am ended; 49 U.S.C. 
12. Interpret  or apply  sec. 20 , 24 Stat . 386, 
as amended; 49 U.S.C. 20)

And it is further ordered, Th a t copies 
of this order and o f Annu a l Rep ort Form  

B - l shall be served u pon a ll refrigera tor 

car lines sub ject to section 20 ( 6 ) o f the 

Interstate C ommerce Act, owned or con ­

trolled by ra ilroad  companies, and upon 

every trustee, receiver, execu tor, admin- ' 
istrator, or assignee o f any such ca r line, 

and that notice o f th is order sha ll be 

given to the genera l pu b lic by deposit­

ing a copy in  the office o f the S ecreta ry 

of the Commission a t W ash ington, D .C., 
and by filing it w ith  the D irector, O ffice 
of the F e d e r a l  R e g i s t e r .

By the Commission, D ivis ion  2.

[ s e a l ]  H a r o l d  D .  M c C o y ,

Secretary .

[F.R. Doc. 61-141; P i led, Jan. 9, 1961;
____________ 8:47 a.m .]

1 Filed as part  o f  o rig inal docum ent .

T it le  5 0 — W ILD LIFE AN D 

FISH ERIES
Ch a p t e r  I— Bu re a u  o f  Sp o rt  Fish e r ie s

a n d  W i ld l i f e ,  Fish  a n d  W ild l i f e

Se r v ice , D e p a r t m e n t  o f  t h e  In t e r io r

PA RT  3 3 — SP O RT  FI SH IN G

M a t t a m u sk e e t  N a t io n a l  W i ld l i f e  

R e f u g e , N o r t h  C a r o l in a

Th e follow in g specia l regu la tion  is 
issued.

§ 33.5 Spec ial re gulat io ns; sport  f i sh ing ; 
f o r  indiv idual w i ld li f e  re fug e  areas.

N o r t h  C a r o l i n a

m a t t a m u s k e e t  n a t i o n a l  w i l d l i f e  r e f u g e

S port fish ing on the M attam u skeet N a ­
tiona l W ild life Refu ge, N orth  C arolina , 
is permissib le on ly u nder the follow in g 
conditions:

(a ) Species perm itted  to  be taken : as 
prescrib ed by S ta te regu lations.

(b ) O pen  season: Janu ary 8, 1961, 
throu gh  the day ju st preceding the 
open ing day o f the 1961 N orth  C a ro ­
lin a  m igra tory w a terfow l hu nting 
season.

(c ) D a ily creel lim its : As  prescrib ed 
by S ta te regu lations.

(d ) M ethods o f fish ing:
(1 ) Ta ck le: H ook and line, u sing n a t­

u ra l or a rtificia l lures.
(2 ) G u ides: Persons m ay em ploy 

gu ides w h ile fish ing on  the area .
(3 ) B oats : B oats w ithou t motors, and 

boats w ith  ou tboard motors m ay be used, 
except th a t the size o f ou tboard motors 
m ay be restricted  by the officer in  charge 
and certa in  spawning areas w ill be 
closed to the use of m otor boats as su it­
ab ly posted.

(e ) D escription  o f areas open to 
fish ing:

Fish in g is perm itted  in  accordance 
w ith  (a )  above on th e posted area  wh ich  
comprises approxim ately 40,000 acres 
and 80 percen t o f the tota l refu ge and 
wh ich  is describ ed as follow s :

E n tire refu ge w a ter a rea  inclu ding 
canals and ditches in  H yde C ou nty, and 
Swanquarter, Fa irfield  and Lake La n d ­
in g Townships.

( f )  O ther provisions:
(1 ) Th e provisions o f th is  special reg ­

u lation  supplement the regu lations 
w hich  govern  fish ing on w ild life refu ge 

areas genera lly w h ich  are set forth  in  

T itle  50, Code of Federa l Regu lations, 
P a rt 33.

(2 ) A  Federa l p erm it is n ot requ ired 

to en ter th e pub lic fish ing area, except 

th a t a  va lid  cu rren t N orth  C arolina  S ta te 

fish ing license, if requ ired by S ta te reg ­

u lations, shall serve as a  permit.

(3 ) Th e provisions o f this specia l reg ­
u lation  a re effective Janu ary 8, 1961, 

throu gh  the day ju st preced ing the open ­

in g day o f the 1961 N orth  C a rolin a  m i­
gra tory w a terfow l hu nting season.

(4 ) Poin ts  o f en try and rou tes o f 
tra vel shall be as designated and su itab ly 
posted by the refu ge officer in  charge.

W a l t e r  A .  G r e s h , 

Regional D irector, Bureau of 
Sport Fisheries and W ildlife .

J a n u a r y  3,1961.

[F .R . Doc. 61-143; Fi le d, Jan. 9, 1961; 
8:48 a.m .]

PA RT 3 3 — SP O RT  FISH IN G

Re e lf o o t  N a t io n a l  W i ld l i f e  R e f u g e ,

T e n n e sse e

Th e follow in g specia l regu la tion  is 
issued.

§ 33 .5 Spec ial re gulat io ns; sport  f i sh ing ; 
f o r  indiv idual w i ld li f e  re fug e  areas.

T e n n e s s e e

REELFOOT NATIONAL WILDLIFE REFUGE

S port fish ing on  th e R eelfor t N a ­
tiona l W ild life Refu ge, Tennessee, is 
permissib le on ly u nder the follow in g 
conditions:

(a )  Species perm itted  to b e ta ken : As 
prescrib ed by S ta te regu lations.

(b ) O pen  season: Janu ary 9, 1961, 
th rou gh  O ctober 23, 1961.

(c ) D a ily creel lim its : As prescrib ed 
b y S ta te regu lations.

(d ) M ethods o f fish ing:
(1 ) Ta ck le: As  prescrib ed by S ta te 

regu lations.
( 2 ) B oa ts : B oa ts w ith  ou tboard m o­

tors, and inboard  motors o f n ot m ore 
than  six ( 6 ) horsepower m ay be used.

(e ) D escrip tion  o f areas open to 
fish ing:

Fish in g is perm itted  in  accordance 
w ith  (a ) above on  th e posted a rea  wh ich  
comprises approxim ately 9,092 acres and 
92 percent o f the tota l refu ge and w hich  
is  described as follow s :

E n tire refu ge a rea  lyin g w ith in  the 
S ta te o f Tennessee.

( f )  O ther provisions:
(1 ) Th e provisions o f this specia l reg ­

u la tion  su pplement the regu lations 
wh ich  govern  fish ing on  w ild life refu ges  
areas genera lly w hich  a re set fo rth  in  
T itle  50, C ode o f Federa l Regu lations, 
P a rt 33.

(2 ) A  Federa l perm it is  n ot requ ired 
to en ter the pub lic fish ing area .

(3 ) Th e provisions o f this special reg ­
u la tion  a re effective Janu ary 9, 1961, 
throu gh  O ctober 23, 1961.

(4 ) Persons mu st fo llow  such routes 
o f tra vel as a re designated by posting by 
the officer- in -cha rge.

W a l t e r  A .  G r e s h , 

Regional D irector, Bureau of 
Sport Fisheries and W ildlife .

J a n u a r y  3,1961.

f F .R . Doc. 61-144; Fi le d, Jan. 9, 1961;
8:48 a.m .]



D EPARTM EN T OF TH E IN TERIOR
B u r e a u  o f  M in e s 

[ 3 0  CFR  Pa r t  3 3  1

[Bure au o f  M ines Schedule  25B]

D U ST CO LLECT O R S FO R U SE IN  C O N ­

N ECT I O N  W IT H  R O CK  D R ILLI N G  IN  

C O A L M IN ES

R e q u ir e m e n t s f o r  D r il l in g  T*»sts

Pu rsu ant to section 4 (a ) o f the A d ­
m in is tra tive Procedu re A ct (60 S tat. 
238; 5 U -S.C. 1003), notice is hereby 
given  th a t u nder au th ority conta ined in  
sec. 5, 36 S ta t. 370, as amended, and sec. 
212 (a ), 66 S tat. 709; 30 U .S.C. 7, 482 (a ), 
it is  proposed to amend the regu lations 
conta ined in  §§ 33.32, 33.33, and 33.34 of 
Pa rt 33, T itle  30, C ode o f Federa l Regu ­
lations, perta in in g to d rillin g requ ire­

ments, as set forth  below.
Th e pu rpose o f the am en dm ent is to 

equ alize perform ance requ irements fo r  
com b ination  u nits h aving single or mu l­

tip le d rillin g heads.
In  accordance w ith  the policy o f the 

D epa rtm ent o f th e In terior interested 
persons m ay submit w ritten  comments, 
suggestions, or ob jections w ith  respect 
to the proposed changes to the D irector, 
B u reau  of M ines, W ash ington  25, D .C., 
w ith in  30 days a fter  the date o f pu b lica ­
tion  in  the F e d e r a l  R e g i s t e r .

J a m e s  W e s t f i e l d , 

A cting D irector.

A p p ro v e d ;  J a n u a r y  4,1961.

E l m e r  F. B e n n e t t ,

Under Secretary  of the Interior.

Th e follow in g changes are confined to 
§§ 33.32, 33.33, and 33.34, as indicated.

1 In  pa ra gra ph  (c )  o f § 33.32 the w ord  
"op era tor” in  the th ird  and fou rth  lines 
wou ld be changed to op era tor (s ), in d i­

ca tin g one or more.
2. In  pa ra gra ph  (a ) of § 33.33 a fter 

the w ord  “samples,” a t the end o f the 

fou rth  line, the words “collected at each 

d r ill opera tor’s position” wou ld be in ­

serted, and in  the la s t line o f th e pa ra ­

graph  the nu m eral “ 10” wou ld be 

deleted.
As amended, pa ragraph  (a ) o f § 33.33 

w ou ld read  as fo llow s :

(a ) Th e concen tration  of dust deter ­

m ined by the control sample shall b e sub ­
tra cted  from  th e average concentration  

o f dust determined  by the test samples 

collected  a t each d rill opera tor’s posi­

tion, and the difference shall b e des ig ­
nated  as the net concentration  of 

a irb orne dust. C alcu lations o f the a ver ­

a ge concentration  of dust determined 

from  the tes t samples shall b e based 

u pon the resu lts o f not less than  80 per ­

cent o f each  set o f test samples.

3. P a r a g r a p h  ( a )  o f  § 33.34 w o u ld  be 

re v i se d  to r e a d  as  f o l l o w s :

168

(a ) A  d rillin g test sha ll consist of 
d rillin g a set o f 10 test holes, w ithou t u n ­
due delay, u nder specified opera ting 
conditions. W h en  the tes t involves the 
control o f dust from  m ore than  one 
d rill, a ll the drills  shall be used in  the 
intended manner to complete the set of 

tes t holes.

[F .R . Doc. 61-167; F i le d, Jan. 9, 1961;
8:51 a.m .]

Fish  a n d  W i ld l i f e  Se rv ice  

[ 5 0  CFR Pa r t  3 2  ]

R EV I SI O N  O F O P EN  H U N T I N G  A R EA S 

Fa llo n  N a t io n a l  W i ld l i f e  R e f u g e  et  a l .

N otice is hereby given  , th a t pursuant 
to th e au thority conta ined in  section 10 
of the M igra tory B ird  C onservation  Act 
o f Feb ru ary 18, 1929 (45 S tat. 1224; 16 
U .S.C. 715i), it is proposed to amend 
Pa rt 32, C hapter 1, T itle  50, Code o f Fed ­
era l Regu lations, by deleting the Seney 
N a tiona l W ild life Refu ge, M ich igan , as 
an area  open to u p land game hu nting 
u nder § 32.21, and by deleting the Fa llon  
N a tiona l W ild life Refu ge and the S till ­
w a ter W ild life M anagem ent A rea  as 
areas open to b ig-gam e hu nting u n d er- 

§ 32.31.
U p land  gam e hu nting on  Seney N a ­

tion a l W ild life Refu ge, M ich igan , was 
au thorized  in  order to perm it th e taking 
o f coyotes. S ince these animals a re not 
protected  by S ta te law  or regu la tion , and 
their control on  th e refu ge m ay be e f ­
fected  u nder oth er regu lations, th is  au ­
th ority fo r  hu nting u pland gam e is not 
requ ired. Big -gam e  hu nting opportu nity 

is so lim ited  on  Fa llon  N a tiona l W ild life  
Refu ge, N evada, and S tillw a ter W ild life 
M anagem ent Area , N evada, th a t hu nt­
in g m ay no longer be permitted.

In terested  persons may submit w rit­
ten  comments, suggestions, or ob jections 
w ith  respect to th e proposed regu la tion  
to the D irector, B u reau  o f S port Fisheries 
and W ild life, W ash ington  25, D .C., w ith ­
in  th irty days o f the da te o f pub lication 
o f this notice in  the F e d e r a l  R e g i s t e r .

E l m e r  F. B e n n e t t , 

Under Secretary  of the Interior.

J a n u a r y  4,1961.

[F .R . Doc. 61-166; Fi le d, Jan. 9, 1961;
8:51 a.m .]

(b ) (5 ) ) ,  notice is given  th a t a  petition 
has been filed  by Johnson and Johnson, 
4949 W est S ix ty- fifth  S treet, Chicago 38, 
Illinois , proposing the issuance of a reg­
u la tion perm ittin g the sa fe use o f poly­
vin yl a lcohol insolu b ilized by a carboxy 
vin yl polym er as a  b inder fo r  m ilk filters.

D a ted ; Janu ary 3, 1961.

[ s e a l ]  J .  K .  K i r k ,

Assistant to the Commissioner 
of Food and Drugs.

[F .R . Doc. 61-145; Fi le d, Jan. 9, 1961;
8:48 a.m .]

[ 21 CFR  Pa r t  121 1 

FO O D  A D D IT IV ES 

N o t ice  o f  Fi lin g  o f  Pet it io n

Pu rsuant to the provisions o f the Fed­
era l Food, D ru g, and Cosmetic Act (sec. 
4 0 9 (b )(5 ), 72 S tat. 1786; 21 U .S.C. 348
(b ) (5 ) ) ,  notice is given  th a t a  petition 
has been filed  by S hell C hem ica l Com­
pany, 50 W est F iftieth  S treet, N ew York 
20, N ew  York , proposing the issuance of 
a regu la tion  to provide fo r  the safe use 
in  an im al feed  o f ethyl a lcohol contain­
ing certa in  denatu rants fo r  increasing 
w eigh t gains and im proving feed 

efficiency.

D a ted ; Janu ary 3,1961.

[ s e a l ]  J .  K .  K i r k ,

Assistant to the Commissioner 
of Food and Drugs.

[F .R . Doc. 61-146; F i le d, Jan. 9, 1961;
8:48 a.m .]

D EPARTM EN T OF H EALTH , ED U ­

CATIO N . AN D W ELFA RE
Fo o d  a n d  D ru g  A d m in ist r a t io n

[ 2 1  CFR Pa r t  121  1

FO O D  A D D IT IV ES

N o t ice  o f  Fil in g  o f  Pe t it io n

Pu rsu ant to the provisions of the Fed ­
era l Food, D ru g, and Cosmetic A ct (sec. 
4 0 9 (b )(5 ), 72 S tat. 1786; 21 U .S.C. 348

[ 21 CFR  Pa r t  121  1 

FO O D  A D D I T I V ES 

N o t ice  o f  Fi lin g  o f  Pet it ion

Pu rsu ant to th e provisions of the Fed­
era l Food, D ru g, and C osmetic Act (sec. 
4 0 9 (b )(5 ), 72 S tat. 1786; 21 U S .C .  348 
(b ) ( 5 ) ) ,  notice is  given  tha t a  petition 
has been filed  by M onsanto Chem ical 

C ompany, Springfield, Massachusetts, 
proposing th e issuance o f a  regu lation to 
perm it the sa fe use o f styrene-methyl 
acryla te and styrene maleic anhy driae  

polym ers  fo r  coa ting paper and otner 
food -packaging, processing, or holding 
m ateria ls  w hich  come in to contact witn 

foods.

D a ted ; January 3,1961.

[ s e a l ]  J *  K .  K i r k ,

Assistant to the C ommiss ioner 
of Food and Drugs.

[F .R . Doc. 61-147; Fi le d, Jan. 9, 1961;
8:48 a m . ]

[ 21 CFR Pa r t  121  1

FO O D  A D D IT IV ES

N o t ice  o f  Fi lin g  o f  Pet it io n

Pu rsu ant to, the provisions of the Fed­
era l Food, D rug, and Cosmetic Act (se .
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409(b )(5), 72 S tat. 1786; 21 U .S.C. 348 
(b ) (5) ) ,  notice is given  th a t a  petition  
has been filed by the N estle C ompany, 
Inc., 100 B loom ingda le Road , W h ite 
Plains, N ew  York , p ropos ing th e issuance 
of a regu lation to estab lish a  tolera nce 
of 10 parts per m illion  ( 0.0010 percen t) 
of trichloroethylene fo r  residues in  in ­
stant decaffeinated coffee.

Dated: Janu ary 3,1961.

[ s e a l ]  J .  K .  K i r k ,

Assistant to the Commissioner 
of Food and Drugs.

[F.R. Doc. 61-148; P i led, Jan. 9, 1961;
8:48 a.m .]

6, 23 P .R . 2568), 58-7-4 (Am en dm ent
7, 23 P .R . 3586) and 58-10-5 (Am en d ­
m ent 8, 23 P .R . 4725 as revised by 
Am endm ent 13, 23 P .R . 9632) w ill be su ­
perseded b y the new  directive.

In  add ition , th e ob jection  received to 
the origin a l proposal th a t it did not p er ­
m it opera tors  to take adva ntage o f the 
redu ced cab in  pressure provisions o f the 
P relim in a ry Techn ica l Lea flet, has been 
considered a reasonab le one and re fer ­
ences to  Ta b le 1 have been deleted  to 
provide operators th is  a lternative.

As  a resu lt o f the su bstantive changes 
made, th is proposal w ill rep la ce the 
N otice o f Proposed  Ru le M aking, 25 F.R. 
9955, w hich  is hereb y w ithdrawn.

[  21 CFR  Pa r t  121  ]

FO O D  A D D I T I V ES 

N ot ice o f  Fi lin g  o f  Pe t it io n

Pursuant to the provisions o f the Fed ­
eral Pood, D rug, and C osmetic A ct (sec. 
409(b )(5), 72 S ta t. 1786; 21 U .S.C. 348 
(b) (5 ) ) ,  notice is  given  tha t a  petition  
has been filed by Th e G lidden  Company, 
900 U nion C ommerce B u ilding, C leve ­
land 14, Ohio, proposing the issuance of 
an amendment to  § 121.1004 o f the food  
additive regu lations to provide fo r  the 
safe use of molecu lar dis tilla tion  as an  
optional step in  the m anu factu re o f 
glycerol lactosteara te and m ono-  ar»d 
diglycerides.

Dated: Janu ary 3,1961.

[ s e a l ]  J .  K .  K i r k ,

Assistant to the Commissioner 
of Food and Drugs.

[F.R. Doc. 61-149; P i le d, Jan. 9, 1961;
8:49 a m . ]

FEDERAL AVIATION  AGEN CY
Bu reau  o f  Fl ig h t  St a n d a r d s 

1 1 4  CFR Pa r t  5 0 7  ] 

[R egulato ry  Docke t  No . 534]

a i r w o r t h in ess  d i r ec t i v es

N ot ice o f  Pr o p o se d  Ru le  M a k in g

R t h e  au th ority delega ted  to 
Adm in istra tor (14 C FR  Pa rt 

405), a N otice o f Proposed Ru le M aking 

887 th e regu lations o f 
TOnr̂ î în n̂ ŝ?'ra ôr to inclu de an  a ir-  
worthiness d irective app lying to  inspec-  
tion and retirement o f V ickers V iscou nt 

n?iKN ?irf ra ft fu selage components, was 
i i g p  in 25 F.R . 9955. Subsequent 

b a ^ o 8,1« ?  o f the Pr °P °sa l, w hich  was 
iiS ™  £  *5® m anu factu rer’s new  P relim -

5  Lea flet 221 app li-  
thaJ tv? 745D a ircra ft, it was lea rned  
a l  5,e manu factu rer had a lso issued 

No S  fn , .^ eiirilin a ry Techn ica l Lea flet 
Wo: 94 f0I M odel 810 a ircra ft. 

b een rp ^ ilfly t? e Proposed d irective has 
umen J 1 tten  *9 consolidate in  one doc-  
i S k  provisions applicab le to both 

16-5 Ann Airworthiness directives 57-  

4381 a w  5i7^ 18-2 (Am endm ent 3,23 F.R. 
1109) S j S  f Amendm ent 4, 23 P.B .
6 23 p r  8~2 Pa ragraph  C  (Am endm ent 
11 23 p r revised b y Am en dm ent 
T  23 P  R - 7482>. 58-5-2 E  (Am endm ent

in teres ted  persons m ay pa rticipa te in  
th e m aking o f th e proposed ru le b y sub ­
m ittin g such w ritten  data , views  or 
argu ments as they m ay desire. C om ­
mu n ications shou ld be su bmitted ip  du ­
p lica te to th e D ocket Section  o f th e 
Federa l A via tion  Agency, Room  B -316, 
1711 N ew  York  Avenu e N W ., W ash in g ­
ton  25, ELC. A ll commu nications re ­
ceived on  or  b efore Feb ru a ry 9,1961, w ill 
b e considered by th e Adm in is tra tor b e­
fore taking action  on  the proposed ru le. 
Th e proposals conta ined in  th is  notice 
m ay be changed in  ligh t o f comments 
received. A ll comments su bmitted , w ill 
b e ava ilab le, in  the D ocket Section, fo r  
exam ination  b y in terested persons w hen  
the prescrib ed da te fo r  retu rn  o f com ­
ments has expired. Th is  proposa l w ill 
not be given  fu rth er distribu tion  as a 
d ra ft release.

Th is  amendm ent is proposed u nder 
the au th ority o f sections 31 3 (a ), 601 and 
603 o f the Federa l A via tion  A ct o f 1958 

(72 S ta t. 752, 775, 776; 49 U .S.C. 1354(a ), 
1421,1423).

In  cons ideration o f the foregoing, it is 
proposed to amend § 507.10(a) o f P a rt 
507 (14 C F R  P a r t 507), b y add ing the 

fo llow in g a irw orthiness d irective:

Vic k e r s . A pplie s t o  a l l  V isc o unt  M ode l 
745D and 810 Series ai rc raft .

Co m pliance  re quire d  as indicated, unless 
already  accom plished.

V ic ke rs-A rm st rongs has issued P T L ’s  No . 
221 (700 Series) and  No . 94 (800/810 Series) 
t o  m ake  av ai lable  in  sing le  docum ents the  

respec t iv e approv ed l i f e  o f  V isco unt  fuse ­
lage  co m ponents and the  inspec t ions and  

m odificat ions necessary  on the  fuse lage  t o  

at t ain  the  approv ed li fe . Com pliance  w i t h  

the  prov isions o f  P T L  221 ( f o r  M o de l 745D) 
and P T L  94 (f o r  M o de l 810) airc raf t  is re ­
quired, as o ut lined be low.

T his A D  conso lidates in fo rm at io n pre v i ­
ously  contained i n  A D ’s 57-16-5, 57-18-2, 
58-1-8 , 58-5—2 (c ) ,  5 8 -5 -2 (e ),  58-7-4 , and  
58-10-5. I n  addit ion, ce rtain ne w  fuse lage  

areas, paragraphs ( a ) ( 1 ) ,  ( d ) ( 1 ) ,  ( e )  ( 2 ) 
t hro ugh ( 6 ) ,  ( f )  ( l )  and  ( 2 ) ,  and (g )  are  

subje c t  to  inspec t ion and possible  m o di f i ­
cat ion in  acco rdance  w i t h  the  no t ed sect ions 
o f  the  applicable  P T L ’s.

( a )  Cockpit  Pressure Floor— Section 2.
(1 ) F lo o r Beam  at  St at ion  47— Inc o rpo ra ­

t io n  o f  Mod. D.2733 (745D airc raf t ) o r Mod. 
FGJ1231 (810 ai rc raf t ) require d  as indicat ed  
in  P T L ’s 221 and 94 respect ively .

( 2 ) Catenary  F loo r— Com pliance  require d  

as indicat ed in  P T L  221 or 94, as applicable , 
w it h  in i t ial inspec t io n require d  no  lat e r than  
30 days af t e r the  effect ive date.

(3 )  St if fe ner A t t ac hm e nt — Com pliance  re ­
qui re d  as ind ic at ed  in  P T L  221 o r 94, as 

applicable , w i t h  in i t ial inspec t ion require d  

no  lat e r t han  30 days af t e r the  effective date .

(4 ) F lo o ring  F o rw ard o f  St at ion  20— Com ­
p liance  require d  as indicat ed in  P T L  221 o r 

94, as applicable , w i t h  in i t ial inspec t ion re ­
quired  no  lat e r t han  30 day s af t e r t he  effec ­
t iv e  date  f o r  airc raf t  hav ing  accum ulat ed
3,000 o r m ore  fl ights.

( b )  Pressure Bulkheads— Section 3.
(1 ) F ro n t  Bulkhead, St at ion 24— Co m pli ­

ance  re quire d  as indicat ed in  P T L  221 o r 9 4 , 
as applicable , w i t h  in i t ial Inspec t ion required  
no  lat e r t h an  30 days af t e r the  effective date  
f o r  ai rc raft  hav ing  accum ulat ed 8,000  o r m ore  
f l ight s.

( 2 ) R e ar Bulkhead, St at ion 761— Co m pli ­
ance  re quire d  as indicat ed in  P T L  221.

(c )  Entrance Door— Section 4 (745D air ­
c raf t ) . •

(1 )  F ro n t  an d  R ear, Inn e r Angle— Co m pli ­
ance  require d  as indicat ed in  P T L  221 w i t h  
in i t ial inspec t ion require d no  lat e r t han  30 

days af t e r t he  effect ive date  f o r  airc raft  hav ­
in g  accum ulat ed 2,000  o r m ore  flights.

( 2 ) Shear Cle at  A t t achm e nt  to  Fuse lage  
Skin , St at io n  132— Sam e as ( c ) ( 1 ) .

(3 )  F ro n t  and R ear, M ain  Surro und M e m ­
bers— Com pliance  require d  as indicat ed in  
P T L  221.

(d )  Freight  Doors— Section 5 (745D) or  
Section 4 (810).

(1 )  Surro und St ruc ture— Com pliance  re ­
qui re d  as indicat ed in  P T L  221 o r 94, as ap ­
pli c able , w i t h  in i t ial inspec t ion require d  no  

lat e r t han  30 days af t e r the  effect ive date  
f o r  ai rc raf t  hav ing  accum ulat ed 9,000  o r m ore  
f l ight s.

(e )  Frames— Section 6 ( 745D) or  Section 
5 (810 ).

(1 ) Fuse lage  Spar Fram e, St at ion 414—  

Co m pliance  require d  as indicat ed in  P T L  221, 
w i t h  In i t ial inspec t ion require d no  lat e r t han  
30 day s af t e r the  effective date . Inc o rpo ra ­
t io n  o f  M odificat ions D.1947 (a) and  D.2103 

re q uire d  no  lat e r t han  90 days af t e r  the  effec ­
t iv e  date  f o r  airc raf t  hav ing  accum ulat ed
2,000  or m ore  flight s.

( 2 ) T rai l in g  Edge  Fram e, St at ion  455—  
Co m pliance  require d as indicat ed in  P T L  221 
w i t h  in i t ial Inspec t ion re quire d  no  lat e r t.han 

30 day s af t e r t he  effect ive dat e  f o r  airc raf t  

hav ing  accum ulat e d 9,000 o r m ore  flight s.
(3 ) Fuse lage  Spar Fram e, St at ion  4 6 0 -  

Com pliance  require d  as indicat ed in  P T L  94, 
w i t h  in i t ial Inspec t ion re quire d  no  lat e r t han  

30 days af t e r the  effect ive date . Inc o rpo ra ­
t io n  o f  Modificat io ns F.178 and F.366 require d  
no  lat e r t han  90 days af t e r t he  effective date  

f o r  airc raf t  hav ing  accum ulat ed 2,000  or m ore  
f l ight s.

(4 ) T rai l in g  Edge  Fram e, St at ion  501- 
234— Com pliance  re quire d  as indicat ed in  

P T L  94, w i t h  In i t ial inspec t ion require d  no  

lat e r t h an  30 days af t e r the  effect ive date  fo r  

airc raf t  hav ing  accum ulat ed 3,000 o r m ore  
f lights.

(5 ) Underf lo o r F re igh t  H o ld , P o rt  Side 

Fram es— Com pliance  require d as indicated  
in  P T L  94, w i t h  in i t ial inspec t ion required  

no  lat e r t han  30 days af t e r t he  effect ive date  

f o r  ai rc raf t  hav ing  accum ulat ed 2,000  or more  
f l ight s.

( 6 ) Sledge  T y pe  Cle at  F i t t ed  Fram es—  

Inc o rpo rat ion  o f  M o di f icat io n FG.869 re ­
quired  as indicat ed in  P T L  94.

( f )  Sk in-Sect ion 7 (745D) or Section 6 
(810).

(1 ) Fuse lage  Sk in Seam  Joints— Co m pli ­
ance  require d  as indicat ed in  P T L  221 or 94, 
as applicable , w i t h  inco rpo rat ion o f  M o di f i ­
c at io n D.2597 ( a ) ,  ( b ) ,  and (c )  (745D a i r ­
c ra f t ) o r M odificat io ns FG.1005 and F G .1454  
(810 ai rc raf t ) required no  lat e r t h an  180 days 

af t e r the  effect ive date  f o r  ai rc raf t  hav ing  

accum ulat e d 12,500 o r m ore  f l ight s at  6.5 
p.s.i., o r 19,000 o r m ore  fl ight s at  5.5 p.s.i. or
35,000 or m ore  fl ight s at  4.5 p.s.i.

(2 )  Fuse lage  Sk in Ov erlap Joints— Co m pli ­
ance  require d as indicat ed i n 'P T L  221 or 94, 
as applicable , w i t h  inco rpo rat ion o f  M o di f i ­
c at io n D.2990 (a )  o r ( b )  (745D ai rc raf t ) o r - 

M o dif icat io n FG.1783 (810 ai rc ra f t ) required  
no  late r t han 180 days af t e r the  effect ive date
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fo r  airc raf t  hav ing  accum ulat ed 11,0 0 0  or 

m ore  f l ight s at  6.5 p.s.i., or 16,000 or m ore  

f l ight s at  5.5 p.s.i., o r 30,000 or m ore  flight s at  

4.5 p.s.i.
( g )  Miscellaneous Skin Cutouts— Section 

8 (745D) or  Section 7 (810).
Com pliance  require d as indicated in  P T L  

221 o r 9 4 , as applicable , w i t h  in i t ial inspec ­
t io n  require d no  lat e r t han 30 days af t e r the  

effect ive date  fo r airc raft  hav ing  ac cum ulat ed  

9,000 o r m ore  flights.
(V icke rs-A rm st ro ngs P T L  221 (700 Series) 

and P T L  94 (800/810 Series) cover this 

subjec t .)

Th is  supersedes A D ’s 57-16-5 and 57-  
18-2 Am endm ent 3, 23 F.R. 438; 58-1-8 
Am en dm ent 4, 23 F  JR. 1109; 58-5-2 C. 
Am en dm ent 6, 23 F.R . 2568 as revised by 
•Amendment 11, 23 F.R . 7482; 58-5-2 E. 
Am en dm ent 6, 23 F.R. 2568; 58-7-4 
Am endm ent 7, 23 F.R. 3586; and 58-10-5 
Am en dm ent 8 , 23 F.R. 4725 as revised by 
Am endm ent 13, 23 FJR. 9632.

Issued in  W ash ington, D .C., on January 

3, 1961.

G e o r g e  C. P r i l l ,

A cting D irector, 

Bureau of F light Standards.

[F .R . Doc. 61-126; F i le d, Jan. 9, 1961; 
8:45 a m . ]

IN TERSTA TE COM M ERCE 

COM M ISSION
[ 4 9  CFR  Pa r t  1 0 1

[No . 32153]

U N I FO R M  SY ST EM  O F A CCO U N T S 

FO R  R A ILR O A D  CO M P A N I ES

R e v e n u e  Fro m  W a t e r  T r a n sf e r  o f  P a s ­

se n g e r s a n d  O t h e r  W a t e r  T r a n sf e r  

Se r v ice
D e c e m b e r  28,1960.

N otice is  hereby given  th a t th e In ter ­
sta te C omm erce C ommission has u nder 
cons ideration amendm ent o f the U n i­
form  System o f Accou nts app licab le to 
ra ilroads  canceling the texts  o f opera t­
in g- revenu e accou nts § 10.113, W a ter 
Tra n s fers -F reigh t; §10.114, W a t e r ,

Trans fers -Passenger; § 10.115, W a ter 
Tra n s íers-Veh icles and Lives tock; and 
§ 10116; W a ter Trans fers -O ther. A t th e 
same time, one new  revenu e accou nt w ill 
b e prescrib ed to provide th a t revenues 
from  w ater tra nsfers previou s ly in clu d i­
b le in  those fou r accounts shall b e in ­
clu dib le in  the new  account.

Explanatory  statement. W a ter tra ns ­
fe r  consists o f m ovem ent o f passengers 
and  comm odities by ferria ge and ligh ter ­
a ge; also tow ing a t term ina ls ; p rin ci­
p a lly N ew  York  harb or and oth er eastern 
seaports on  the basis o f ta riff rates  for  
loca l service. Th e amou nt o f annu al 
revenu e collected b y carriers perform ing 
such service is a  rela tively sm all p a rt o f 
their tota l opera ting revenues, usually 
less than  on e-h a lf o f one percent, and is 
not o f su fficient size and importance to 
ca ll fo r  use o f fou r separate prim ary 
revenue accounts in  wh ich  to disclose 
the proceeds from  these operations. 
Th erefore, it is proposed to amend the 
requ irements and perm it ca rriers  to  use 
a  single accou nt fo r  th e aggrega te reve ­
nues from  w a ter transfers. Th e amended 
requ irements  a re set forth  in  d eta il in  
the sheet a tta ch ed  hereto and made a 

p a rt o f th is  notice.
In terested  persons m ay su bmit on or 

b efore M a rch  1, 1961, data, views, and 
comments in  w ritin g concern ing the 
amendments proposed herein  in  the u ni­
form  system o f accounts, and m ay re ­
quest ora l a rgu m ent or pub lic hearing. 
A n  origin a l and 3 copies shou ld be filed  

o f such responses.
U nless otherw ise ordered  a fter  con ­

s idera tion  o f such responses as m ay be 
received  amendm ent o f the u n iform  Sys­
tran o f accou nts set forth  below  des ig ­
n a ted  “Amendments  to  the U n iform  Sys ­
tem  o f Accounts App licab le to Revenu e 
from  W a ter  Tran s fers ” shall b e effective 
on  A p ril 1, 1961, bu t carriers  m ay apply 
amendments retroactively to Janu ary 1, 

1961.
N otice o f th is ru le w ill b e given  to 

ra ilroads  hereb y a ffected and to th e gen ­
era l pub lic b y depositing a  copy thereof 
in  th e office o f the Secreta ry o f th e C om ­
m ission a t W ashington, D .C. and b y filin g 
a  copy w ith  th e D irector, O ffice o f the 

Federa l Regis ter.

(Sec . 20, 24 Stat . 386, as am ended. 49 Ü.S.C. 
2 0 )

B y the Commission, D ivision 2.

[ s e a l ]  H a r o l d  D. McCo y,
Secretary.

In  49 C FR  P a rt 10; amend §§ 10.113, 
10.114, 10.115, and 10.116, in  the follow ­
in g  particu lars.

Item  No. 1. C ancel the follow ing sec­
tion  numbers, titles, texts, and the notes 
th ereto :

§ 10.113 W at e r t ransfe rs-fre ight .

§ 10.114 W at e r t ransfers-passenger.

§ 10.115 W at e r t ransfers-vehic les and 

livestock.

§ 10.116' Water transfers-other.

Item  No. 2. A dd  the follow ing new 
section number, title, texts, and note to 
the section, in  su b stitu tion for  the four 
ab ove-cancelled  sections:

§ 10.113 W at e r transfers..

Th is  accou nt sha ll inclu de the revenue 
from  the tra n s fer b y w a ter (ferriage, 
ligh tera ge, and floa ta ge) o f passengers, 
freigh t, veh icles and livestock, upon the 
basis o f la w fu l loca l ta r iff rates.

Th is  accou nt also shall inclu de revenue 
from  w a ter tra nsfers o f other traffic, 
such as the revenu e from  tow ing beyond 
ligh tera ge lim its  and a ll other towing 
fo r  w h ich  an extra  charge is made; in­
su rance o f freigh t a floa t when  billed out 
a t oth er than  cost; storage o f freight 
a floa t; gra in  overa ge in  boats; pumping 
perform ed  fo r  outside pa rties ; and from 
oth er sim ilar sources.

T o  th is  accou nt shall be charged 
amounts payab le to oth er companies or 
individu als fo r  extra  lighterage, extra 
tow ing, and fo r  a ll oth er service when 
such paym ents represent revenue col­
lected and cred ited  to th is  account and 

n ot a  d irect expense.

N o t e : N o  rev enue  shal l  be  Included in 
thin acco unt  f o r  wat e r t ransfe rs o f  passen­
ge rs o r shipm ents upo n  the  basis o f  arbi- 
t raries o ut  o f  rat e s fo r  transportation 

inv o lv ing rai l  line  haul.

[F R .  Doc. 61-140; F i le d, Jan. 9, 1961; 
8:47 a m . ]



N otices

DEPARTM EN T O F A GRICU LTU RE
A g ricu lt u ra l M a r k e t in g  Se r v ice

STO CKTO N  LI V EST O C K  A U CT I O N  
Y A R D S ET  A L.

Pro p o sed  Po st in g  o f  St o ck y a r d s

The C hief o f the Ra tes  and Regis tra ­
tion Branch, Packers and S tockyards 
Division, Agricu ltu ra l M a rketing S erv­
ice, U nited S tates D epa rtm en t o f A g r i­
culture, has in form ation  th a t the live ­
stock markets nam ed below  are 
stockyards as defined in  section 302 o f 
the Packers and S tockyards A ct, 1921, as 
amended (7 U .S.C. 202), and shou ld be 
made subject to the provisions o f the act.

Stockton Livestock A uc t io n  Y ards, French  
Camp, Calif.

Stilwell Com m unity  Sale , St ilwe ll , K ans. 
Tri-County Livestock. Sales Co., Blackduck, 

Minn.
Brite and T atum  L iv estock Com pany , Inc ., 

Elizabeth City, N .C . .
Cornwell & Ochsner Com m unit y  Sale, Y uko n , 

Okla.
Avondale Livestock Sales Co., Av ondale , Pa. 
Johnson County  Com m ission Sales, Cle burne , 

Tex.

Cleveland Commission Co., R aywood, Tex. 
Farmers & Ranchers Livestock Com mission, 

Tyler, Tex.
Beaver Bay  Livestock, Inc ., Beav e r Dam , Wis.

Notice is hereby given, therefore, th a t 
the said Chief, pu rsuant to au thority 
delegated under the Packers  and S tock-  
yards Act, 1921, as amended (7 U .S.C. 181 
et seq.), proposes to issue a  ru le desig ­
nating the stockyards nam ed above as 
posted stockyards su b ject to the p rovi­
sions of the act, as provided  in  section 
302 thereof.

Any person who w ishes to submit w rit­
ten data, views, or argu ments concern ing 
the proposed ru le m ay do so by filin g 
them with the C h ief, Ra tes  and Regis tra -  
tion Branch, Packers and S tockyards 
Division, Agricu ltu ra l M a rketing Service, 
United States D epartm ent o f Agricu l­
ture, W ashington 25, D.C., w ith in  15 days 
alter publication hereof in  the F e d e r a l  
R e g i s t e r .

Done at W ashington, D.C., this 30th
day of December 1960. '

K .  A .  P o t t e r ,

Acting C hief, Rates and R egi­

stration B ranch, Packers and. 
Stockyards D iv is ion, A gricul­
tural M arketing Service.

IPR . Doc. 61-136; F iled, Jan. 9, 1961; 
8:46 a.m .]

FOSSTON LI V EST O CK  SA LES ET

Prop o sed  Po st in g  o f  St o ck y a rd ;

tinn^1 ^ &tes and Regis
n?5cB ranch’ Packers and Stocky; 
ice^TTrri ^ c u l tu r a l  M a rketing S 
cU,'tl^  States D epartm ent o f A

stock m hf S4.ln form ation  th a t the I 
stock markets named below are st<

yards as defined in  section  302 o f the 
Packers  and S tockyards Act, 1921, as 
amended (7  U .S.C. 202), and shou ld be 
made su b ject to the provisions o f the act.

Fosston L iv estock Sales, Fosston, M inn. 
Cro sby ’s L iv estock Com m ission Sales, W h i t ­

ing , Vt .

Th e foregoin g is in  the natu re o f a 
ru le gran tin g an  exem ption  or relievin g 
a  restriction  and, therefore, m ay be 
m ade effective in  less than  30 days a fter  
pu b lica tion in  the F e d e r a l  R e g i s t e r . 

Th is  notice sha ll b ecome effective upon 
pu b lication  in  the F e d e r a l  R e g i s t e r .

N otice is  hereby given, therefore, tha t 
the said C h ief, pu rsuant to au thority 
delega ted  u nder the Packers and S tock-  
yards Act, 1921, as amended (7 U .S.C. 181 
et s eq .), proposes to issue a ru le desig ­
n a tin g the stockyards nam ed ab ove as 
posted stockyards su b ject to the p rovi­
sions o f the act, as p rovided  in  section 
302 thereof.

A n y person w ho wishes to su bmit w rit­
ten  data , views, or argu ments concern ­
in g the proposed ru le m ay do so by filin g 
them  w ith  the C h ief, Ra tes  and Regis ­
tra tion  B ranch , Packers and S tockyards 
D ivision, Agricu ltu ra l M a rketing S erv­
ice, U n ited  S tates  D epa rtm en t o f A g r i­
cu ltu re, W ash ington  25*D .C ., w ith in  15 
days a fter  pu b lica tion h ereof in  the F e d ­

e r a l  R e g i s t e r .

D one a t W ashington, D .C., this 4th 
day o f Janu ary 1961.

K . A . P o t t e r ,

A cting C hief, Rates and Regis ­

tration B ranch, Packers and 
Stockyards D iv is ion, A gricul­

tural M arketing Service.

[F .R . Doc. 61-137; F i le d, Jan. 9, 1961;
8:46 a.m .]

W H EELER SB U R G  LI V E ST O CK  SA LES 
C O M P A N Y , ET A L.

D e p o st in g  o f  St o ck y a r d s

I t  has b een ascertained, and notice is 
hereb y given, th a t the stockyards named 
herein, origin a lly posted on the respec­
tive dates specified below  as b eing sub ­
ject to the Packers and S tockyards Act, 
1921, as amended (7 U .S.C. 181 et s eq .), 
no longer come w ith in  the defin ition  o f 
a  stockyard  u nder said act fo r  the rea ­
son th a t they a re no longer b eing con ­
du cted or opera ted  as pub lic markets, 
and are, therefore, no longer sub ject to 
the provisions o f the act.

Name and Locat ion of  Stockyard and 
Date of  Post ing

Whee le rsburg  L iv e  Stock Sales Co., Whe e l- 
ersburg , Ohio ; M ay  28, 1959.

Hank inso n Sale  Barn, Hank inson, N. Dak.; 
M ay  20,1959.

N otice or oth er pub lic procedu re has 
not preceded prom u lgation  of the fo re ­
going ru le since it is fou nd  th a t the g iv ­
in g o f such notice wou ld prevent the due 
and tim ely adm in istra tion  o f the Pa ck ­
ers and S tockyards A ct and wou ld, 
therefore, be im practicab le and contra ry 
to the pu b lic interest. Th ere is no lega l 
w a rran t or ju stifica tion  fo r  n ot depost­
in g p rom ptly a  stockyard wh ich  is no 
longer w ith in  the defin ition  o f th a t term  
conta ined in  said act.

(42 Stat . 159, as am ended and  supplem ented;
7 U.S.C. 181 et  seq .)

D one a t W ashington, D .C., th is 4th
day o f Janu ary 1961.

K .  A .  P o t t e r ,

A cting C hief, Rates and Regis ­

tration B ranch, Packers and 
Stockyards D iv is ion, A gricul­

tural M arketing Service.

[F .R . Doc. 61-138; F i le d, Jan. 9, 1961;
8:46 a.m .]

FED ERAL COM M UN ICATION S 
COM M ISSION

[Docke t  Nos. 13861, 13862; FCC 61M-14]

A LER T

O r d e r  A f t e r  P r e h e a r in g  Co n f e r e n ce

In  re applica tions  o f G ordon  Evans, 
d/b as A lert, 1145 B ishop S treet, H ono ­
lu lu , H aw a ii: For constru ction p erm it to 
estab lish a  one-w ay s igna ling common 
ca rrier sta tion  in  the D om estic Pu b lic 
Land  M ob ile Ra d io S ervice in  Honolu lu , 
H a w a ii (KU A 2 1 8 ), D ocket N o. 13861, F ile 
N o. 2796-C2-P-60; fo r  constru ction p er ­
m it to estab lish a  new  tw o-w a y common 
ca rrier sta tion  in  the D omestic Pu b lic 
Land  M ob ile Ra d io S ervice in  Honolu lu , 
H aw a ii (K U A 2 1 9 ), D ocket N o. 13862, F ile 
No. 2797-C2-P-60.

Th e H ea rin g E xam iner h aving u nder 
cons ideration  the proceedings du ring 
prehearing conference in  th e above-  
en titled  m a tter h eld  D ecemb er 22, I960;

It  appearing, th a t the app lican t re ­
quested a  continu ance o f th e hea ring 
u ntil M a y 1,1961, in  order to p repa re his 
case; th a t a ll pa rties  agreed  to th is  re ­
quest and provided  assurance to the 
E xam iner on  th e record th a t the delay 
w ill be produ ctive o f b etter prepa ra tion  
w hich  shou ld save actu al h ea ring tim e 
and th a t it does n ot appea r th a t any s ig ­
n ifican t popu la tion wou ld be u ndu ly de­
p rived  o f its  on ly service as a  resu lt o f 
such continu ance;

I t is ordered, Th is  4th day of Janu ary 
1961, th a t the hea ring schedu led to com ­
mence Janu ary 16,1961, a t the C ommis ­
s ion’s offices, W ashington, D .C. is hereb y 
reschedu led to commence 10:00  a.m., 
M onday, M a y 1,1961, a t the same p lace;

I t is ordered further, Th a t the a gree ­
ments reached on  the record du ring pre-  
h ea ring conferences  a re hereb y in corpo ­
ra ted  herein  by reference; th a t a ll 
exhib its a re to be exchanged  by M arch  
24, 1961, w ith  copies o f each to be p ro ­
vided the E xam iner; and th a t depositions 
a re to be taken  su fficiently in  advance so
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