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based on recommendations of the Filb ert 
Control B oard and other availab le in for ­
mation and would be established pu r ­
suant to the provisions of amended M a r ­
keting Agreement No. 115 and O rder No. 
982 (7 C FR Pa rt 982), regu lating the 
handling of filb erts grown in  O regon 
and W ashington, effective under the A g ­
ricu ltu ra l M arketing Agreement A ct of 
1937, as amended (7 Ü .S.C. 601-674).

Th e notice a fforded interested persons 
opportu nity to file w ritten  data, views, 
or arguments concerning the proposal 
w ith  the D epartm ent for  consideration 
prior to establishment of percentages. 
Th e prescribed time has elapsed and no 
such communications have been received.

Pu rsuant to § 982.41, and a fter con ­
sideration of a ll relevant matters pre­
sented, including those in  the notice, it 
is hereby found that lim iting the quantity 
o f merchantab le filb erts which may be 
handled du ring the 1963-64 fiscal year 
as hereina fter set forth  w ill tend to e f ­
fectu ate the declared policy of the act.

Therefore, free and restricted percent­
ages for  merchantab le filberts du ring the 
1963-64 fiscal year are established as fo l ­
lows :

§ 982 .213 Free  and restricted percent ­
ages f o r  m erchantable  f i lberts dur ­
ing  the 1963—64 fiscal year.

Th e follow ing percentages are estab ­
lished for merchantable filberts for  the 
fiscal yéar which began August 1, 1963:

Free  pe rcentage____ ____ _ — 81 percent
Rest ripted percentage   _______ — 19 percent

It  is hereb y fu rther fou nd that good 
cause exists for  not postponing the e f ­
fective time of this action u ntil 30 days 
a fter pub lication in the F e d e r a l  R e g i s t e r  

(5 U .S.C. 1001-1011) in  tha t: (1) Th e 
relevant provisions of said amended m ar ­
keting' agreement and this pa rt requ ire 
that free and restricted percentages es­
tab lished for a particu lar fiscal year shall 
be applicable to a ll filberts handled du r­
ing such year; and (2) the cu rrent fiscal 
year began on Augu st 1, 1963, and the 
percentages herein  established w ill au ­
tom atica lly apply to a ll such filberts be­
ginn ing w ith  such date.

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

D ated: October 18,1963.

F l o y d  F .  H e d l u n d ,

D ire cto r,

F ru it and  V egetab le  D iv is ion .

[F .R . Doc. 63-11262; F i led, Oct . 23, 1963;
8:48 a.m .]

T i t l e  4 1 — P U BLI C CO N T RA CT S
C h a p t e r  5 B — P u b l ic  B u i ld in g s S e r v ic e , 

G e n e r a l  S e r v ic e s A d m in ist r a t io n

P A R T  5 B - 1 — G EN ER A L  

S u b p a r t  5 B —1 .3 — G e n e r a l  P o l ic ie s

New  Subpart 5B-1.3 (G enera l Policies ) 
is added as follow s:

Sec.
5B—1.315 Use o f  liquidat ed dam ages pro ­

v isions in  procurem ent  con ­
t racts.

5B-1.315-2 Po licy .

A u t h o r i t y  : §§ 5B-1.315 and 5B-1.315-2 is ­
sued unde r sec. 2 0 5 (c ), 63 Stat . 390, 40 U.S.C. 
4 8 6 (c ); and 41 CFR  5-1.101 ( c ) ,  28 F.R . 4559.

§ 5B—1.315 Use  o f  liquidat ed dam ages 
prov isions in procurem ent  contracts.

§ 5 B-1 .3 1 5 —2 Po licy .

(a ) Th e ra te of liqu idated damages to 
be stipu lated in  a constru ction contract 
shall bear a realistic relationship to the 
probable damages the G overnment may 
be expected to suffer, and shall take into 
consideration the added costs of contract 
administration and supervision, interest 
on the G overnment’s investment, and the 
net renta l the G overnment would be 
ob ligated to pay as a resu lt of construc­
tion  not being completed on the sched ­
u led date.

(b ) Th e follow ing Centra l O ffice and 
Regiona l personnel are designated to 
approve, where ju stified, the omission of 
a liqu idated damages provision from  a 
constru ction contract: Assistant Com ­
missioner, O ffice of Design and Construc­
tion ; Regiona l Administrators.

(c) Omission of a liqu idated damages 
provision from  a constru ction contract 
may be ju stified when constru ction con ­
sists of repairs, alterations, or improve­
ments, any delay in the completion of 
which wou ld still permit the occu pying 
agency to continue its normal fu nction 
in  an u ninterrupted manner and which 
wou ld n ot resu lt in  added expense to the 
G overnment.

E ffe ctiv e  date . These regu lations are 
effective November 18,1963.

D ated: October 17,1963.

R. T. D a l y , 
C om m is s ione r, 

P u b lic B u ild ings  Se rv ice .

[F R .  Doc. 63-11246; Fi led, Oct. 23, 1963;
8:47 a.m .]

T i t le  9 — A N IM A LS AN D  

A N IM A L PRO D U CT S
C h a p t e r  I— A g r i c u l t u r a l  R e se a r c h

S e r v ic e ,  D e p a r t m e n t  o f  A g r icu l t u r e

S U B C H A P T ER  C — I N T ER S T A T E T R A N S P O R T A T I O N  

O F  A N I M A L S  A N D  P O U LT R Y

P A R T  7 8 — B R U C ELLO SI S  IN  

D O M ES T I C  A N I M A LS

S u b p a r t  D — D e sig n a t io n  o f  M o d i f i e d

C e r t i f ie d  B r u c e l lo sis A r e a s ,  P u b l i c

S t o c k y a r d s,  S p e c i f i c a l l y  A p p r o v e d

S t o c k y a r d s,  a n d  S la u g h t e r in g  E s ­

t a b l i sh m e n t s

M o d i f i e d  C e r t i f i e d  B r u c e l l o s i s  A r e a s

Pursuant to § 78.16 o f the regu lations 
in  Pa rt 78, as amended, Title 9, Code of 
Federa l Regu lations, contain ing restric­
tions on the interstate movement o f 
animals because of brucellosis, under sec­
tions 4, 5, and 13 of the Act o f M ay 29, 
1884, as amended; sections 1 and 2 o f 
the Act of Feb ru ary 2,1903, as amended; 
and section 3 of the Act of M arch  3,1905, 
as amended (21 U .S.C. 111-113, 114a^l, 
120, 121, 125), § 78.13 o f said regu lations 
designating modified certified  brucellosis

areas is hereb y amended to read as 
follows:

§ 78.13 M odi f ied cert i fied brucellosis 
areas.

Th e follow ing States, or specified por ­
tions thereof, are hereby designated as 
modified certified brucellosis areas:

A l a ba m a .  Baldw in , Barbour, Blount , Cal ­
houn, Cham bers, Cherokee, Chilton, Clay, 
Cleburn, Coffee, Co lbert , Coosa, Cov ington, 
Cullm an, Dale , De  K alb, Elm ore, Escam bia, 
Etowah, F rank lin, Geneva, Henry , Houston, 
Jackson, Lauderdale , Lawrence, L e e ,; L im e ­
stone, Macon, Madison, Marion, Marshall, 
Mobile , Morgan, Pike, R ando lph, Russe ll, St . ­
Clair, She lby , T alladega, Tallapoosa, and 
Winst o n Count ies;

A r i z o n a .  T he  ent ire  State;
A r k a n sa s. T he  ent ire  State;
Ca l i f o r n i a .  T he  ent ire  State;
Co l o r a d o .  A lam osa, Archule ta, Baca, 

Chaffee , Clear Greek, Conejos, Cost i lla, Cus­
ter, De lt a, Denver, Dolores, Eagle , Garfield, 
Gilp in , Gunniso n, Hinsdale , Hue rfano , Jef ­
fe rson, K i t  Carson, L a P lat a, Las Animas, 
Linco ln, Logan, Mesa, M in e ra l ,1 Moffat, 
Montez um a, Montrose, Morgan, Ouray , P h i l ­
lips, P i tk in, Pueblo , R io  Grande , Saguache, 
San Juan, San M igue l, Sedgwick, Wash ing ­
ton, and Y um a Count ies; and Southern  
Ute  Ind ian  R eservat ion and Ute  Mountain  
Ute  Ind ian  Reservat ion;

C o n n e c t i c u t .  T he  ent ire  State;
D el a w a r e .  T he  ent ire  State;

F l o r i d a .  Baker, Bay , Bradfo rd, Calhoun, 
Co lum bia, Dixie , Escam bia, F lagler, Frank ­
lin, Gadsden, Gilchrist , Gulf , Ham ilt on, 
Holm es, Jackson, Jefferson, Lafay e t t e , Leon, 
Levy , Liberty , Madison, Nassau, Okaloosa, 
Santa Rosa, Suwannee , Tay lo r, Union, 
Wakulla, Walt o n , and Wash ing t o n  Counties;

G e o r g i a .  T he  ent ire  State;
Id a h o .  T he  ent ire  State;
I l l i n o i s .  A lexander, Bond, Boone, Brown, 

Bure au, Calhoun, Carro ll, Cass, Cham paign, 
Christ ian, Clark, Clay , Clin top, Coles, Cook, 
Crawfo rd, Cum berland, De  K alb, De  Witt, 
Douglas, Du Page , Edgar, Edwards, Effing­
ham , Fayet te , Ford, F rank lin , Fult o n, Gal ­
lat in, Greene , Grundy , Ham ilt on, Hancock, 
Hardin, Henderson, Iroquo is, Jackson, Jas­
per, Jefferson, Jersey, Jo Dav iess, Johnson, 
K ane , K ankakee , K endall, K nox, Lake , La 
Salle , Lawrence, Lee, Liv ingston, Logan, Mc­
Donough, McHenry , McLean, Macon, Macou­
p in, Madison, M arion, Marshall, Mason, Mas­
sac, M enard, Mercer, Monroe, Montgomery, 
Morgan, Moult rie , Ogle, Peoria, Perry , Piatt, 
Pope, Pulask i, Putnam , R ando lph, R ich ­
land, Rock Island, St. Clair, Saline , San­
gam on, Scott, She lby , Stark, Stephenson, 
T azewell, Unio n, Verm ilion, Wabash, War ­
ren, Washingto n, Wayne , Whit e , Whiteside, 
W ill, Wi lliam so n, Winnebago , and W ood ford  

Count ies;
In d i a n a .  T he  ent ire  State;
I o w a .  A udubo n , Boone, Carro ll, Clinton, 

De laware , Dickinson, Em m et , ’ F a ye t t e , 
Greene , Guthrie , Ham ilt on, Lyon, M itch e ll, 
Monona, O ’Brien, Osceola, Palo  Alto , P oca ­
hontas, Po lk , Sac, Scott, She lby , W ap ello, 
Warre n, Winnebago , Wo odbury , and W r ig h t

Count ies;
K a n sa s.  T he  ent ire  State;
K e n t u c k y .  T he  ent ire  State;
L o u i si a n a .  Ascension, Assum pt ion, Bien­

v i lle , Claiborne , St. He lena, St. James, St. 
John the  Bapt ist , St. T am m any , Tangipahoa,
Washingto n, and Webst e r Parishes;

M a i n e .  T he  ent ire  State;
M a r y l a n d .  T he  ent ire  State; 
M a ssa c h u se t t s.  T he  ent ire  State; 
M i c h i g a n .  T he  ent ire  State;
M i n n e s o t a • T he  ent ire  State; _
M i ss i ssi p p i .  A lco rn, Am ite , A t t ala, Ben­

ton, Chickasaw, Choctaw, Clay,. Co vi n g t o n ,

De  Sato, Forrest , F rank lin , George, Greene, 
Hancock, Harrison, I t awam ba, Jackson, Jas-
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per, Jefferson Dav is, Jones, Lam ar, Lawrence, 
Leake, Lee, L inco ln, Lowndes, M arion, M o n ­
roe, Neshoba, Newton, Okt ibbeha, Pearl R iv er, 
Perry, Pike , Pontotoc , Prent iss, Sim pson, 
Smith, Stone, T allahat chie , T ippah, T isho ­
mingo, Union, Walt hal l, Webster, Winst on, 
and Y alo busha Count ies;

M i sso u r i . T he  ent ire  State;
M o n t a n a .  Beaverhead, B ig  Horn, Blaine , 

Broadwater, Carbon, Carter, Cascade, Cho u ­
teau, Danie ls, Dawson, Deer Lodge , Fallon, 
Fergus, F lathead, Galle t in , Garfie ld, Glac ie r, 
Golden Valley , Granit e , H ill, Je fferson, Judi t h  
Basin, Lake, Lewis and Clark, L ibe rt y , L in ­
coln, McCone, Madison, Meagher, M ineral, 
Missoula, Musse lshe ll, Park , Pe t ro leum , P h i l ­
lips, Pondera, Powe ll, P rairie , R av all i , R ic h ­
land, Roosevelt , Rosebud, Sanders, Sheridan, 
Silver Bow, St i llwater, Sweet  Grass, T eton, 
Toole, T reasure , Valley , Wheat land, W ibaux , 
and Ye llowstone Count ies;

Nebr a sk a . Adam s, Ante lo pe , Banner, 
Boone, Burt , But le r, Cass, Cedar, Chase, 
Cheyenne, Clay , Co lfax , Cum ing , Dakota, 
Deuel, Dixon, Dodge, Douglas, Dundy , F i l l ­
more, Franklin, Front ie r, Furnas, Gage , Go s ­
per, Greeley, Hall, Ham ilt on, Harlan , Hayes, 
Hitchcock, Howard, Jefferson, Johnson, K e ar ­
ney, K im ball, Lancaster, Madison, Merrick, 
Nance, Nem aha, Nucko lls, Otoe , Pawnee , P e r ­
kins, Phelps, Pierce , P lat t e , Po lk, R ichardson, 
Saline, Sarpy , Saunders, Seward, Stanton, 
Thayer, T hursto n, Washingto n, Way ne , W e b ­
ster, and Y o rk  Count ies;

Neva da . T he  ent ire  State;
New H a m p sh i r e .  T he  ent ire  State;
New J er sey. T he  ent ire  State;
New M e x i c o .  T he  ent ire  State;
New Y o r k .  T he  ent ire  State;
No r t h  C a r o l i n a .  T he  ent ire  State;
N o r t h  D a k o t a .  Adam s, Barnes, Benson, 

Billings, Bo t t ineau, Bowm an, Burke , Cass, 
Cavalier, Div ide , Dunn, Eddy , Em m ons, F o s- 
ster, Go lden Valley , Grand  Forks, Grant , 
Griggs, Het t inge r, K idde r, LaM oure , Logan, 
McHenry, McK enz ie , McLean, Mercer, M o r ­
ton, Mount rai l, Ne lson, Oliv er, Pem bina, 
Pierce, Ram sey , Ransom , R env i lle , R ichland, 
Rolette, Sargent , Sheridan, Slope, Stark, 
Steele, Stutsm an, T owner, T rai ll, Walsh, 
Ward, We lls, and Wi lliam s Count ies;

Ohio. A llen, Athens, Auglaiz e , Be lm ont , 
Butler, Carro ll, Cham paign, Clark, Clinton, 
Columbiana, Coshocton, Crawfo rd, Cuy a ­
hoga, Darke , Defiance , De laware , Erie , F ay ­
ette, Franklin, Fult o n, Gall ia, Greene, Gue rn ­
sey, Ham ilt on, Hancock, Hardin, Harrison, 
Henry, H ighland, Hocking, Holm es, Huron; 
Jackson, K nox, Lake , Lawrence, L ick ing, L o ­
gan, Lorain, Lucas, Madison, Mahoning , M ar ­
ion, Medina, Meigs, Mercer, M iam i, Monroe, 
Montgomery, Morgan, Morrow, Muskingum , 
Noble, Ot tawa, Pauld ing , Perry , P ickaway , 
Pike, Portage, Preble , Putnam , Ross, San ­
dusky, Scioto, Seneca, She lby , Stark, Sum ­
mit, Tuscarawas, Unio n, V an  Wert , V inton, 
Warren, Washington, Way ne , Wi lliam s, Wood, 
and Wyandot  Count ies;

O k la h o m a . Adair, Canadian, Choctaw, 
Cimarron, De laware , Grant , Haske ll, Mayes, 
Noble, Nowata, Ot tawa, Pay ne , and P ush ­
mataha Count ies;

Or egon . T he  ent ire  State;
P en n syl va n i a . T he  ent ire  State;
R h o de Is l a n d .  T he  ent ire  State;
S ou t h  Ca r o l i n a . T he  ent ire  State;
Sout h  D a k o t a .  Beadle , Brookings, Bro wn, 

Buffalo, But te , Cam pbe ll, Clark, Clay , Cod ­
ington, Custer, Day , Deuel, Edm unds, Faulk , 
Grant, Ham lin, Hand, Harding , Jerauld, Lake , 
Lawrence, L inco ln, McCook, McPherson, M ar- 
shall, Miner, M innehaha, Moody , Perkins, 
Roberts, Sanborn, Spink, T urne r, Union, W a l - 
Vorth, and Ziebach Count ies; and Crow  
Greek Indian Reservat ion;

T en n essee. T he  ent ire  State;
Texas . Andrews, Arm st rong, Bai ley , Ban - 

J-ra, Baylor, Blanco , Borden, Brewste r, Bris- 
COe. Brown, Burnet , Callahan, Cam eron, Cas ­

tro, Childress, Cochran, Coke, Co lem an, 
Com al, Com anche, Concho, Cot t le , Crane, 
Crocket t , Crosby , Culberson, Dallam , Daw ­
son, De af  Sm ith, Dickens, Donley , East land, 
Ector, Edwards, El Paso, F isher, Gaines, 
Garza, Gillespie , Glasscock, Hardem an, H art ­
ley, Haske ll, Hay s, H idalgo , Hockley , Howard, 
Hudspe th, Irion, Jeff Dav is, Jones, K endall, 
K ent , K err, K im ble , K ing , K inney , Lam b, 
Lam pasas, L ipscom b, L lano , Lov ing, M c Cul ­
loch, Mart in, Mason, Menard, M idland, Mills, 
Mitche ll, Moore, Mot ley , No lan, Ochilt ree, 
Oldham , Parm er, Pecos, Presidio , Reagan, 
Real, Reeves, R unne ls, San Saba, Schle icher, 
Scurry , Shacke lfo rd, Sherm an, Stephens, 
Sterling, St onewall, Sut ton, Swisher, T ay lo r, 
T erre ll, T erry , T hrockm orton, T o m  Green, 
T rav is, Upto n, V al Verde , Ward , Wink le r, 
Y o akum , and Y o un g  Count ies;

U t a h .  T he  ent ire  State;
V e r m o n t .  T he  ent ire  State;
Vi r g i n i a .  T he  ent ire  State;
W a s h i n g t o n .  T he  ent ire  State;
W e st  V i r g i n i a .  T he  ent ire  State;
W i sc o n si n .  T he  ent ire  State;
W y o m i n g .  A lbany , B ig  Horn, Cam pbe ll, 

Crook, Frem ont , Goshen, H o t  Springs, 
Laram ie , Nio brara, Park , P lat t e , Sweetwater, 
T eton, Uint a, Washak ie , and Westo n Co un ­
t ies; and all o f  L inc o ln Co unty  except  that  
po rt io n ly ing east  o f  a line  beg inn ing  at  the  
southwest  corner o f  Suble t t e  Co unty  and  
runn in g  in  a westerly  direc t ion to  the  Bear 
R iv e r Div ide ; thence  runn in g  in  a southerly  
direc t ion along  the  Bear R iv e r Div ide  t o  U.S. 
H ighway  30; thence  runn in g  easterly  along  
U.S. H ighway  30 to  it s intersec t ion w i t h  U.S. 
H ighway  189; thence  runn in g  in  a southerly  
direc t ion along  U.S. H ighway  189 to  the  Uin t a  
County  line ;

P u e r t o  R i c o .  T he  ent ire  area; and
V i r g i n  Is l a n d s  o f  t h e  U n i t e d  S t a t es.  T he  

ent ire  area.

(Secs. 4, 5, 23 Stat . 32, as am ended, secs. 1, 2, 
32 Stat . 791-792, as am ended, sec. 3, 33 Stat . 
1265, as am ended, sec. 13, 65 Stat . 693; 21 
U.S.C. 111-113, 114a—1-, 120, 121, 125; 19 F.R . 
74, as am ended; 9 CF R  78.16)

E ffe ctiv e  date . Th e foregoing amend ­
ment shall become effective upon pu b li­
ca tion  in  the F e d e r a l  R e g i s t e r .

Th e amendment adds the follow ing ad ­
ditiona l areas to the lis t o f areas desig­
nated as modified certified  brucellosis 
areas because it has been determined 
that such areas come w ith in  the defin i­
tion  of § 78.1 ( i ) : M ob ile County in  A la ­
b ama; Haskell County in O klahoma; and 
B rown County in  South D akota.

Th e amendment imposes certain  re ­
strictions necessary to prevent the spread 
o f brucellosis in  ca ttle and it should be 
made effective prom ptly in  order to ac­
complish its purpose in  the public in ­
terest. Accordingly, under section 4 of 
the Adm inistra tive Procedu re Act (5 
U .S.C. 1003), it is fou nd upon good cause 
tha t notice and other public procedure 
w ith  respect to the amendment are im ­
practicab le and contrary to the public in ­
terest, and good cause is fou nd for mak ­
ing the amendment effective less than 30 
days a fter pub lication in  the F e d e r a l  

R e g i s t e r .

D one at W ashington, D.C., this 21st 
day of O ctober 1963.

E. E. S a t j l m o n ,

A ctin g  D ire cto r, A n im a l D is ­

ease E ra d ica tion  D iv is ion , 
A g ricu ltu ra l R e s earch Se rv ice .

[F .R . Doc. 63-11263; F i led, Oct . 23, 1963;
8:48 a.m .]

T i t l e  1 6 - C O M M ER C I A L  

P R A CT I CES
C h a p t e r  I— F e d e r a l  T r a d e  C o m m issio n

[Docke t  8454 o .]

P A R T  1 3 — P R O H I B I T ED  T R A D E 

P R A C T I C ES

T o p  Fo r p i  M i l l s,  I n c . ,  Et  A l .

Subpart— Advertis ing fa lsely or mis ­
leadingly: § 13.235 S ource  o r o rig in ; 
§ 13.235-25 F as hion  d es igne rs ; § 13.235- 
60 P la ce ; § 13.235-60(a ) D om e s tic p rod ­

ucts  as im porte d . Subpart— Fu rnishing 
means and instru mentalities o f mis ­
representation or deception: § 13.1055 
F u rn is h in g  m eans  and in s trum e n ta litie s  
o f m is repre s e n ta tion  o r d e ce p tion ; 
§ 13.1055-50 P re ticke tin g  m erchand is e  
m is lead ingly . Subpart— M isb randing or 
mislabeling; § 13.1325 Source  o r o rig in ; 
§ 13.1325-60 M a ke r o r s e lle r; § 13.1325- 
70 P la ce ; § 13.1325-70(a) D om e s tic p rod ­

u ct as im porte d .

(Sec. 6, 38 Stat . 721; 15 U.S.C. 46. Int e rpre t  
o r apply  sec. 5, 38 Stat . 719, as am ended; 15 
U.S.C. 45) [Cease  and desist  order, T o p Fo rm  
Mills, Inc ., et  al., Ne w  Y o rk ,' N.Y ., Docke t  
8454, Sept. 23, 1963]

In  th e  M a tte r o f Top  F o rm  M ills , In c., a 
C orp ora tion , A ls o Tra d in g  as Lady  
R us sel L in ge rie , and  M a n u e l K itros s e r 
and  E le anor Top p in g , In d iv id u a lly  and  
as O fficers  o f Said  C orp ora tion

Order, w ith  opinion, requ iring New  
York  C ity manu factu rers o f ladies’ lin ­
gerie and sleepwear to cease represent­
ing fa lsely— through such practices as 
use of the words “Pa ris”, “Cannes” and 
“B ia rritz” and the name “Jacques H eim ” 
on labels and in  advertisements and 
advertising mats supplied to reta ilers, 
and by instructions for  washing in  
French and English on attached tags—  
th a t their said products were made in  
France and designed by a great Paris  
Cou turier.

Th e order to cease and desist is as 
follows:

I t  is '  ord ered , Th a t respondents Top  
Form  M ills, Inc., a corporation, also 
trading as Lady Russel Lingerie, and 
its officers and M anuel Kitrosser, in d i­
vidu a lly and as an officer of such cor ­
poration, and respondents’ agents, repre­
sentatives and employees, d irectly or 
throu gh any corporate or other device, in  
connection w ith  the offering for sale, sale 
and distribu tion of ladies’ lingerie, sleep-  
wear or any other clothing, in  commerce, 
as “commerce” is defined in  the Federa l 
Trade Commission Act, do forth w ith  
cease and desist from :

1. U sing the words “Pa ris ”, “Cannes” , 
“B ia rritz” on labels or otherwise, whether 
singu larly or in  connection w ith  any 
other word or words, to describe or refer 
to products made in  the U nited States, 
or representing by any other means that 
any products made in  the U nited States 
were made in  France or in  any other 
foreign  country;

2. M isrepresenting in  any manner the 
cou ntry of origin  of any of their prod ­
ucts;
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3. Representing, d irectly or indirectly, 
th a t any o f their products were manu ­
factu red, or designed, styled or created 
by Jacques Heim, or by any other French 
cou tu rier or designer, or b y any other 
French person, firm  or corporation; and

4. U sing the words “designed”, 
“styled”, or “created” , or any word or 
words of similar import, together w ith  the 
name of any person, to describe or refer 
to any of their products unless such 
products are identica l as to configu ra ­
tion, comb ination o f lines and patterns 
execu ted by such person and are so sim i­
la r  in  form , size, shape, ornamentation 
and other deta il as to give the tota l ap ­
pearance to the pu rchasing pub lic o f be­
in g a precise copy thereof.

I t  is fu rth e r ordered , T h a t the com ­
p la in t be, and it hereb y is, dismissed as 
to E linore Topping.

I t  is fu rth e r ord ered , Th a t the charge 
in  the compla int relating to use o f rep ­
resentations as to m ill or fa ctory owner­
ship, operation or control, be, and it 
hereby is, dismissed.

B y “Fina l O rder”, order requ iring re ­
port o f compliance is as follows:

I t  is fu rth e r ord ered , Th a t since the 
Commission’s “Proposed Fina l O rder” 
was issued under the Commission’s rules 
dated June 1962, which provided fo r  
Proposed Fina l O rder respondents here­
in  shall, pursuant to Ru le 5.6 of the 
Commission’s ru les dated June, 1962, 
w ith in  s ixty (60) days a fter service upon 
them of this order, file w ith  the Commis ­
sion a report in  w riting setting forth  in  
deta il the manner and form  in  which 
they have complied w ith  the order to 
cease and desist. (Th e topic dea lt w ith  
in  Ru le 5.6 is now  in  Ru le 3.26(a) o f the 
Commission’s new rules which are now 
in  effect.)

Issued: September 23,1963.

B y the Commission.

[ s e a l ] Jo s e ph  W. S h e a ,
Se cre ta ry .

' IF .R . Doc. 63-11216; F i led, Oct . 23, 1963;
8:46 a.m .]

T i t le  1 8 — CO N SERV A TIO N  

O F PO W ER
C h a p t e r  I— F e d e r a l  P o w e r  

C o m m issio n

{Do cke t  No . R -227; Order No . 271]

P A R T  3 2 — - I N T ER C O N N EC T I O N  O F  

F A C I LI T I ES; EM ER G EN C I ES ; T R A N S ­

M I SS I O N  T O  F O R EI G N  C O U N T R Y

P A R T  3 5 — F I L I N G  O F  R A T E 

S C H ED U LES

P A R T  1 3 1 — F O R M S

F i l in g  o f  R a t e  S c h e d u le s b y  P u b l ic  

U t i l i t ie s a n d  L ic e n se e s

Oc t o be r  17,1963.

Tw o paragraphs were inadvertently 
omitted from  O rder No. 271, Amending 
Regu lations to G overn the F ilin g of Ra te 
Schedules by Pu b lic U tilities  and L i ­
censees, issued September 26, 1963 (28 
F.R, 10572). Th ey are corrections of

cross-references to Pa rt 35 made in  other 
parts of Chapter I  o f Title 18 of the Code 
o f Federa l Regu lations. Th ey are made 
necessary by the changes in  the number­
ing of sections in  Pa rt 35.

Th e Commission, pursuant to the au ­
thority contained in  O rder No. 271, or ­
ders:

(A ) O rder No. 271 is hereby amended 
to add the follow ing paragraphs:

(D ) In  § 32.38 of Pa rt 32— Intercon ­
nection o f fa cilities ; emergencies; trans ­
mission to foreign  country, Chapter I, 
Title 18, o f the Code o f Federa l 
Regu lations, change “ §§ 35.1-35.12” to 
“ §§ 35.1-35.16.” As so amended, the sec­
tion  reads as follow s:

§ 32 .38 F i ling  rate schedules and annual  
report s.

Persons au thorized to transmit elec­
tric energy from  the U nited States shall 
file a ll ra te schedules, supplements, no ­
tices of succession in  ownership or opera ­
tion, notices of cancellation, and cer ­
tificates o f concurrence w ith  respect to 
such energy in  the form  and manner 
specified in  the provisions of §§ 35.1 to 
35.16, inclusive, of this chapter.

(E ) In  §§ 131.51, 131.52 and 131.53 o f 
Pa rt 131— Forms, o f Subchapter D — A p ­
proved Forms, Federa l Pow er Act, Chap ­
ter I, Title 18, of the Code o f Federa l 
Regu lations, change the materia l in  
parentheses a t the head o f the sections 
from  “ (See §§ 35.1-35.12 of this chap ­
te r . )” to “ (See §§ 35.1-35.21 of this 
chapter.) ” .

(B ) O rder No. 271 is fu rther amended 
to make the follow ing corrections:

In  the footnote to § 35.2(b ), insert 
a fter “Pa rt 154 o f” the words “this chap ­
ter, i.e.,” . As corrected the footnote 
reads as follows:

1 T he  term  “ t ari f f ”  m eans a com pilat ion, in  
book  fo rm , o f  rate  schedules o f  a part icular  
public  ut i li t y , effect ive unde r t he  Federal 
Powe r Act , and a copy  o f  each fo rm  o f  serv ice  
agreem ent . I n  connect ion herewith, at t en ­
t io n  is inv it ed t o  Part  154 o f  this chapter, 
i.e., the  Com m ission’s regulat ions unde r the  
N at ural Gas Act , as a guide  to  the  fo rm  and  
com posit ion o f  a tariff .

In  § 35.12(b) (2) ( ii) ,  insert the words 
“filin g and each” in  the la st sentence 
a fter “pa rt of the”. As corrected, the 
subdivision reads as follow s:

(ii)  A  summary statement o f a ll cost 
(w hether fu lly distributed, incrementa l 
or other) computations involved in  a rriv­
ing a t the derivation of the level of the 
rate, in  sufficient deta il to ju s tify the 
rate, shall be submitted w ith  the filin g, 
except that if the filing includes nothing 
more than service to one or more added 
customers under an established ra te of 
the u tility for  a particu lar class of serv­
ice, such summary statement o f cost 
computations is not required. In  a ll 
cases, the Secretary is au thorized to re ­
qu ire the submission of the complete 
cost studies as pa rt o f the filing and each 
filing public u tility shall submit the same 
upon request by the Secretary in  such 
form  as he shall direct.

In  § 35.13(b ) (4 ) ( i ) ,  change “N ” to 
“O ”. As corrected, the subdivision reads 
as follow s:

(4 ) (i)  E xcept as provided in  subdivi­
sion (ii)  o f this subparagraph, if the rate

schedule provides for  an increased rate, 
then 60 days prior to the date that such 
changed rate is proposed to become effec­
tive the filing public u tility shall submit 
a  statement showing its cost o f the serv­
ice to be supplied under the new rate 
schedule according to supporting state­
ments A  through O as described below. 
Simultaneously, the public u tility shall 
submit the materia l on sales and reve­
nues described in  paragraph (a ) of this 
section and, unless the rate schedule 
containing the proposed increased rate 
is likew ise simultaneously filed, a sum­
m ary statement o f such proposed- in­
creased ra te: Prov id e d , how ev er, That 
the submittal o f such summary state­
ment o f the ra te schedule shall not 
be in  lieu  o f the rate schedule as required 
to be filed  w ith  the Commission pursuant 
to the regu lations in  this part.

In  § 35.13(b) (4) ( i i ) , change “increase” 
to “increases”, and insert a fter “inci­
dental to” As corrected, the sub­
division reads as follow s :

(ii) N o cost o f service data  shall be 
requ ired in  cases where the application 
of the proposed change in  ra te schedule 
effects rate increases of less than $50,000 
annually resu lting from , bu t incidental 
to, changes such as a rate design, delivery 
points and delivery voltage. Specifically 
designed rate increases o f less than 
$50,000 annually (as opposed to inci­
dental increases), increases resulting 
from  changes made in  fu el clauses, and 
increases o f rates comprising an integral 
pa rt of coordination and interchange ar­
rangements in  the natu re of power pool­
ing transactions, shall be supported by 
cost data  as identified in  § 35.12(b )(2).

In  § 35.13(b) (4) ( iv ) ,  change “N ” to 
“O ”. As corrected, the subdivision reads 
as follow s:

(iv ) Th e statement of cost of service 
shall include an attestation by th e chief 
accounting officer or other authorized 
accounting representative of the filing 
public u tility that the cost statements 
and supporting data  submitted as a part 
o f the filing which pu rport to reflect the 
books of the public u tility do, in  fact, set 
forth  the resu lts shown by such books. 
Follow ing is a description of statements 
A  throu gh O requ ired to be filed p u r s u a n t 

to this subparagraph.

B y the Commission.

[ s e a l ] Go r d o n  M. G r a n t ,
A ctin g  Secretary .

[F .R . Doc. 63-11213; Filed, Oct. 23, 1963;
8:46 a.m .]

T i t le  2 6 - I N T E R N A L  REV EN U E
C h a p t e r  I— I n t e r n a l  R e v e n u e  Serv ice , 

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

S U B C H A P T E R  A — I N C O M E  T A X  

[T .D. 6685]

pa r t  1— INCOME TAX; TAXABLE 

YEARS BEGINNING AFTER DECEM­
BER 31, 1953

M isc e l l a n e o u s A m e n d m e n t s

O n M ay 28, 1963, notice of proposed 

ru le making w ith  respect to the am end-
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merits of the Incom e Ta x  Regu lations 
1(26 CPR Pa rt 1) under sections 615 and 
381(c) (10) of the In tern a l Revenu e Code 
of 1954 to conform  the regu lations to 
changes made by the A ct of Ju ly 6, 1960 
(Pub. Law 86-594, 74 Stat. 333) was pub ­

lish ed  in  the F e d e r a l  R e g is t e r  (28 F.R. 
5265). No ob jection to the rules p ro ­
posed having been received du ring the 
3 0 -day  period prescribed in the notice, 
the amendments of the regu lations as 
proposed are hereby adopted.

This Treasu ry decision is issued under 
! the au thority contained in  section 7805 
of the In terna l Revenue Code of 1954 
(68A Stat. 917; 26 U .S.C. 7805) .

[ s e a l ]  M o r t i m e r  M .  C a p l i n , 

C om m iss ione r o f In te rn a l R ev enue.

Approved: October 18,1963.

S t a n l e y  S. S u r r e y ,

A ss is tant Se cre ta ry  o f the  
Treasury .

\ P a r a g r a p h  1. Paragraph  (c ) of § 1.615 
r is amended and a  historical note is 
added. These amended provisions read 
as follows:

§1.615 Statutory  prov isions; e xp lo ra ­
t ion expenditures.

Se c . 615. E x p l o r a t i o n  e x p e n d i t u r e s.  *  *  * 
(c) L i m i t a t i o n — (1 ) I n  g en er a l . T h is sec ­

tion shall no t  apply  to  any  am o unt  paid  or 
incurred to  the  extent  t hat  i t  wo uld, when  
added to  the  am o unts whic h  hav e  been de ­
ducted unde r subsect ion' (a )  and the  
amounts whic h hav e  been t reated as de ­
ferred expenses unde r subsec t ion ( b ) , o r 
the corresponding prov isions ' o f  prio r law,

: exceed $400,000 .

(2) A m o u n t s  t a k e n  i n t o  a c c o u n t .  Fo r  
| purposes o f  paragraph (1 ) ,  there  shall be
taken into account  am o unts deducted and  
amounts t reated as de ferred expenses by —

(A) The taxpayer, and
(B) Any  indiv idual or co rpo rat ion who  has 

transferred t o  .the taxpayer any  m ine ral  
property.

(3) A p p l i c a t i o n  o f  p a r a g r a p h  (2 )  ( B ) . 
Paragraph (2 ) (B )  shall apply  w i t h  respect  
to all am ounts deducted and al l  am ounts

: treated as de ferred expenses whic h were  paid  
[ or incurred be fo re  the  latest  such t ransfe r  
from the indiv idual or co rporat ion t o  the  

i ‘texpayer. Parag raph  (2 ) (B )  shall apply  
j  only if—

(A) The taxpayer acquired any  m ine ral  
Property from  the  indiv idual o r co rporat ion  
uader circumstances whic h  m ake  paragraph

M7). (8 ), (11 ), (1 5 ), (1 7 ), (2 0 ), o r (22) o f  
section 113(a) o f  the  In t e rnal R ev enue  Code  
of 1939 apply  t o  such t ransfe r;

(B) The taxpayer wo uld  be  ent it led unde r  
section 381(c) (10) to  deduc t  expenses de ­
ferred under this sect ion had the  dist ributo r  
01 transferor co rporat ion elected to  de fer 
such expenses; o r

(C) The taxpayer acquired any  m ine ral 
Property from  the  indiv idual o r co rporat ion

circumstances whic h m ake  sect ion 
“« ( b ) ,  362 (a )  and ( b ) ,  3 7 2 (a), 373 (b) (1 ) ,  
°ol, or 1082 apply  to  such t ransfe r. 

* * * * *

615 as am ended by  sec. 1, A c t  o f  July  6, 
aeo (Pub. L aw  86-594, 74 Stat . 333 )]

J*AR- 2‘ Paragraph (a ) of § 1.615-1 is 
ten ded  to read as follows:

§ 1.615—1 Explo rat io n  expenditures.

s/ v? G eneral ru le . Section 615 pre-  
J^ jes rules for  the treatment o f ex-  
W +• Ures *or ascertaining the existence, 
«cation, extent, or  qu ality o f any de- 
wsit of ore or other m inera l (oth er than

oil or gas) paid or incu rred by the ta x ­
payer b efore the beginning o f . the de­
velopment stage of the mine or other 
natu ra l deposit. Th e development stage 
of the m ine or other natu ra l deposit w ill 
be deemed to begin a t the time when, in 
consideration of a ll the fa cts  and circum ­
stances (inclu ding the actions o f the ta x ­
payer) , deposits of ore or other m ineral 
are shown to exist in  su fficient qu antity 
and qu ality to reasonab ly ju stify com ­
mercia l exploitation  by the taxpayer. 
Such expenditu res hereina fter in  the 
regu lations under section 615 w ill be re ­
ferred  to as exploration expenditures. 
U nder section 615(a ), a taxpayer may, 
a t his option, deduct exploration expend ­
itures paid or incu rred in  an amount not 
to exceed $100,000 for any taxab le year. 
U nder section 615(b ) and § 1.615-2 he 
may elect to defer any pa rt o f such 
amount and deduct such part on a ra t­
ab le basis as the units o f produced m in ­
erals benefited by such expenditures are 
sold. In  any taxab le year in  which the 
taxpayer does not trea t exploration ex ­
penditu res under either of these m eth ­
ods, they w ill be charged to depletab le 
capita l account. Th e option to deduct 
under section 615(a ), and the election 
to defer under section 615(b ), however, 
are subject to the lim itations provided 
in  section 615(c) and § 1.615-4.

P a r . 3. Paragraph  (a ) o f § 1.615-3 is 
amended to read as follow s:

§ 1.615—3 Ele c t ion to de fe r explo rat ion  
expenditures.

(a ) G e ne ra l ru le . A  taxpayer may 
defer any portion  of the exploration  
expenditu res made w ith  respect to each 
mine or other natu ra l deposit, subject 
to the lim itations described in  section 
615(c) and § 1.615-4. Th e amounts so 
deferred shall be deducted ratab ly as the 
units o f produced ores or minerals  dis ­
covered or explored by reason of such 
expenditu res are sold.

P a r . 4. Section 1.615-4 is amended to 
read as follow s :

§ 1.615—4 L im itat ion o f  am ount  deduct ­
ible .

(a ) Taxab le  y ears  b eg inn ing  b e fore  
July  7,1960. For any taxab le year b egin ­
n ing b efore Ju ly 7, 1960 (inclu ding ta x ­
ab le years o f less than  12 m on th s ), a ta x ­
payer may deduct or defer exploration 
expenditu res paid or incu rred in  the ta x ­
ab le year in  an amount n ot in  excess of 
$100,000. However, for  such taxab le 
years, the taxpayer may not ava il h im ­
self of the provisions of section 615 for 
more than fou r taxab le years (inclu ding 
taxab le years of less than 12 months and 
taxab le years subject to the In tern a l R ev ­
enue Code of 1939). Such fou r taxab le 
years need not be consecutive. In  deter ­
m in ing the number o f years in  which a 
taxpayer has availed h imself of section 
615, a year for  which he makes an elec­
tion  to defer exploration expenditu res 
shall count as one year. Any subsequent 
taxab le year in  which such deferred ex ­
penditu res are deducted shall not be 
taken in to account as one o f the fou r 
years. For purposes of the 4-year lim ita ­
tion, a  yea r in  which both a deduction 
and an election to defer are ava iled of

by the taxpayer shall be taken into ac­
count as only one year.

(b ) Taxab le  y ears  b eg inn ing  a fte r 
Ju ly  6, 1960. For any taxab le year b e­
ginn ing a fter Ju ly 6, 1960 (inclu ding 
taxab le years of less than  12 m on th s ), 
a taxpayer may deduct or defer explora ­
tion  expenditu res, to which section 615 is 
applicable, in  the lesser of the follow ing 
amounts :

(1 ) Th e amount paid or incu rred in 
the taxab le year,

(2 ) $100,000, or
(3 ) $400,000 minus a ll amounts de­

ducted or deferred for  taxab le years end ­
ing a fter D ecember 31,1950.'

For purposes of this paragraph, the 
number of taxab le years for  which the 
taxpayer availed h imself of the p ro ­
visions o f section 615 or the correspond ­
ing provisions of prior law  is immateria l.

(c ) Spe cia l ru le s  fo r prev ious ly  de ­

fe rre d  expend iture s . In  determining 
whether an election to defer was availed 
o f in  applying the lim itations of pa ra ­
graphs (a ) and (b ) of this section, there 
shall be taken into account any year 
w ith  respect to which amounts were de­
ferred  but not fu lly deducted because of 
a sale or other disposition of the m inera l 
property, even though the balance of the 
deferred amounts was treated as pa rt of 
the basis o f the mineral property in  de­
term ining ga in  or loss from  the sale.

(d ) E xa m p le  o f a p p lica tion  o f p ro ­

v is ions . Th e application o f the p rovi­
sions of subparagraphs (a ) and (b ) of 
this section may be illu strated by the fo l ­
low ing example:

E x a m p l e .  A  taxpayer on the  calendar year 
basis, who  has never c laim ed t he  benefit s 
o f  sect ion 615, o r sect ion 23(f f )  o f  the  1939 
Code, expended $200,000 fo r explorat ion ex ­
penditures during  the  y ear 1956. Fo r each  
o f  the  years 1957, 1958, 1959, and 1960 the  
taxpayer had explorat ion costs o f  $80,000. 
T he  taxpayer deducted or de ferred the  m ax i ­
m um  am ounts allowed fo r each o f  the  years 
1956, 1957, 1958, and 1959. None  o f  the  
$80,000 expenditures fo r 1960 could be  de ­
ducted or de ferred by  the  taxpayer because  
he  had already  deducted or de ferred explo ­
rat io n  expenditures fo r 4 prio r y ears. I n  
1961 the  taxpayer expended $200,000 fo r ex ­
p lo rat ion expenditures. T he  m ax im um  
am o unt  the  taxpayer m ay  deduc t  or de fer 
fo r the  t axable  y ear 1961 is $60,000 com puted  
as fo llo w s: -

(1 ) A dd  all y early  am ounts deducted or 
de ferred fo r explorat ion expenditures by  the  
taxpayer fo r prio r years.

D e d u c t e d

o r

Y e ar: E x p e n d i t u r e s  d e f e r r ed

1956 ______________________•___ $200, 000 $100, 000
1957 _________  80,000 80,000
1958 ______ 80,000 80,000
1959 _____ __________  80, 000 80, 000
1960 __________  80, 000 0

T o t a l____________ _________  340, 000

(2 ) Subt rac t  the  sum  o f  the  am ounts o b ­
t aine d in  (1 ) ,  $340,000, f ro m  $400,000, the  
m axim um  am o unt  allowable  to  the  taxpayer 
f o r  deduct ions or de ferrals o f  explorat ion ex ­
penditures.

M ax im um  am o unt  al lo w able  to  t ax ­
pay e r ______ _______:___________ _ $400,000

Sum  o f  am ounts obtained in ( 1 ) __ 340, 000

60,000

(e ) Trans fe re e  o f m in e ra l p rope rty .

(1 ) W here an individu al or corporation
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transfers any property to the taxpayer 
and the transfer is one to which any of 
the subdivisions of this subparagraph 
apply, the taxpayer shall take into ac­
count for  purposes of the 4-year lim ita ­
tion  described in  paragraph (a ) of this 
section, a ll years tha t the transferor de­
ducted or deferred exploration expendi­
tures, and for purposes of the $400,000 
lim ita tion  described in  paragraph (b ) of 
this section, all amounts th a t the trans ­
feror deducted or deferred.

(1) Th e taxpayer acquired any m in ­
era l property in  a transaction described 
in  section 23 ( if)  (3 ) of the In terna l Rev ­
enue Code of 1939, excluding the refer ­
ence therein  to section 113(a) (13).

( ii)  Th e taxpayer would be entitled 
under section 381(c) (10) to deduct ex ­
p lora tion  expenditures if the transferor 
(or  distrib u tor) corporation had elected 
to defer such expenditures. For ex ­
ample, if the taxpayer acquired any m in ­
era l property in  a transaction described 
in  section 381(a ) (rela tin g to the acqui­
sition of assets throu gh certain  corporate 
liqu idations and reorganizations) , there 
shall be taken into account in  applying 
the lim itations o f paragraph (a ) of this 
section the years in  which the transfer ­
or exercised the election to defer or de­
duct exploration expenditures, and there 
shall be taken into account in  applying 
the lim itations of paragraph (b ) of this 
section any amount so deducted or de­
ferred. See also section 381(c) (10) and 
the regu lations thereunder.

(iii) Th e taxpayer acquired any m in ­
era l p roperty under circumstances which 
make applicab le the follow ing sections of 
the In tern a l Revenu e Code:

(a ) v Section 334(b ) (1 ), rela ting to the 
liqu idation o f a  subsidiary where the 
basis o f the property in  the hands of the 
distribu tee is the same as it would be 
in  the hands o f the transferor.

(b ) Section 362 (a ) and ( b ) , rela ting 
to property acquired by a corporation 
as pa id - in  surplus or as a contribu tion 
to capita l, or in connection w ith  a  trans ­
action to which section 351 applies.

(e ) Section 372 ( a ) , rela ting to reorga ­
n ization  in  certain  receiverships and 
bankru ptcy proceedings.

(d ) Section 3 7 3 (b )(1 ), rela ting to 
property of a ra ilroad corporation ac­
qu ired in  certa in  bankru ptcy or receiver ­
ship proceedings.

(e ) Section 1051, relating to property 
acquired by a corporation that is a mem ­
ber o f an affilia ted group,

(/) Section 1082, rela ting to property 
acquired pursuant to a  Securities E x ­
change Commission order.

(2 ) For purposes o f subparagraph (1) 
o f this  paragraph, it is imm ateria l 
whether a deduction has been allowed or 
an election has been made by the trans ­
feror w ith  respect to the specific mineral 
property transferred.

(3) W here a m ineral property is ac­
qu ired under any circumstance except 
those described in  subparagraph (1 ) oî 
this paragraph, the taxpayer is not re ­
qu ired to take in to account the election 
exercised by or deduction allowed to his 
transferor.
- (4 ) For purposes o f applying the 
lim itations imposed by section 615(c) : 
( i)  the partner, and not the partnership,

shall be considered as the taxpayer (see 
paragraph (a ) (8 ) (iii) of § 1.702-1), and
(ii)  an electing small business corpora ­
tion, as defined in  section 1371(b ), and 
not its shareholders, shall be considered 
as the taxpayer.

(5) For purposes of su bparagraph (1)
(iii)  (b ) of this paragraph: ( i)  if m in ­
era l property is acquired from  a pa rtner ­
ship, the transfer shall be considered as 
having been made by the individu al pa rt­
ners, so that the number o f years fo r  
which section 615 has been ava iled of by 
each partner and the amounts which 
each partner has deducted or deferred 
under section 615 shall be taken into 
account, or (ii) if an interest in  a pa rt­
nership having mineral property is trans ­
ferred, the transfer shall be considered 
as a transfer of m ineral property by the 
partner or partners relinqu ishing an in ­
terest, so tha t the number of years for 
which section 615 has been availed of by 
each such partner and the amounts 
which each such partner has deducted 
or deferred under section 615 shall be 
taken in to account.

( f  ) E xam ple s . Th e application of the 
provisions o f this section may be illu s ­
tra ted by the follow ing examples:

E x a m p l e  ( 1 ) .  A  calendar year taxpayer 
who has never c laim ed the  benefit s o f  sec ­
t ion 615 received in  1956 a m ine ral deposit  
f ro m  X  Co rporat ion upo n a d ist ribut io n in  
com ple te l iquidat io n  o f  the  lat t e r unde r con ­
dit ions which wo uld m ake the  prov isions o f  
sect ion 334 (b) (1 ) applicable  in  de te rm ining  
the basis o f  the  property  in  the  hands o f  the  
taxpayer. During  the  y ear 1955 X  Co rpora ­
t ion expended $60,000 fo r explorat ion ex ­
penditures whic h i t  elected to  t reat  as de ­
fe rred expenses. Asst ime furt he r t hat  the  
t axpayer m ade  sim ilar expenditures o f  $150,- 
000, $125,000, $100,000, $60,000, and $180,000 
fo r the  years 1956, 1957, 1958, 1959, and 1961, 
respectiv e ly , which the  taxpayer e lected to  
deduc t  fo r each o f  those years to  the  extent  
allowable . No  such expenditures were m ade  
fo r 1960. On  the  basis o f  these facts, the  t ax ­
payer m ay  deduct  or de fer $100,000 fo r each  
o f  the  years 1956, 1957, and 1958. No  deduc ­
t ion or de ferral is allowable  fo r 1959 since  
the  4 -y ear lim it at ion o f  paragraph (a )  o f  
this sect ion applies. T he  taxpayer m ay  de ­
duc t  or de fe r a m axim um  o f  $40,000 fo r 1961 
since the  $400,000 lim it at ion o f  paragraph  
( b )  o f  this sect ion applies, but  the  4 -y ear 
l im it at io n o f  paragraph (a )  does no t  apply .

E x a m p l e  (2 ) .  Assum e t he  same fac t s 
stated in  exam ple  (1 ) except  that , prio r to  
acquisit ion by  the  taxpayer o f  the  deposit  
f ro m  X  Co rporat ion in  1956, X  Corporat ion  
had acquired the  deposit  in  1954 in  a  sim ilar 
dist ribut io n fro m  Y  Corporat ion which, in  
t he  years 1952 and 1953, deducted explo ra ­
t ion costs paid  in  respect  o f  an  ent ire ly  d i f ­
f e rent  deposit  in  the  am ounts o f  $30,000 and  
$50,000, respectiv e ly . Unde r these c ircum ­
stances, the  taxpayer m ay  deduc t  or de fer 
explorat ion expenditures paid  or incurred in  
the  am o unt  o f  $100,000 fo r 1956. No  de ­
duc t io n o r de fe rral is allowable  t o  the  t ax ­
pay e r f o r  expenditures^ m ade  in  1957, 1958, 
and 1959 since the  4-year lim it at ion o f  para ­
g raph (a )  applies. T he  taxpayer m ay  de ­
duc t  or de fe r a m ax im um  o f  $100,000 fo r 1961 
since the  4-y ear lim it at ion o f  paragraph (a )  
o f  this sect ion no  longer applies. I f  the  t ax ­
payer deducted or de ferred $100,000 fo r each 
o f  t he  years 1956 and 1961 and also  m ade  ex ­
p lo rat ion expenditures in  1962, the  taxpayer 
m ay  deduc t  or de fe r a m ax im um  o f  $60,000 
f o r  that  y ear unde r the  $400,000 lim it at ion o f  
paragraph (b )  o f  this sect ion.

E x a m p l e  (3 ) ,  I n  1957, A  and B t ransfe r 
assets to  a corporat ion unde r c ircum stances 
m ak ing  sect ion 351 applicable  t o  such a

t ransfer. A m o ng  the  assets t ransfe rred by  A 
is a m ine ral lease w i t h  respect  to  certain coal 
lands. A  has deducted explorat ion expendi ­
tures unde r sect ion 615 fo r the  years 1954 
and 1956 in  the  am ounts o f  $50,000 and 
$100,000, respect ive ly , m ade w i t h  respect  to 
other deposits no t  inc luded in  the  t ransfer 
to  the  corporat ion. T he  corporat ion shall 
be  required to  take into  account  the  deduc ­
t ions prev iously  m ade  by  A  fo r purposes of 
apply ing the  lim itat ions o f  paragraphs (a ) 
and (b )  o f this sect ion.

E x a m p l e  (4 ) .  I n  1956, A, B, and G fo rm  a 
partnership fo r the  purpose  o f  exploring for, 
developing, and pro duc ing uranium , A  con­
t ribut es a uran ium  lease to  the  partnership. 
A  had indiv idually  m ade  explorat ion ex­
penses in  the  am ount  o f  $50,000 and $100,000 
w it h  respect t o  o ther m ine ral propert ies not 
cont ributed to  the  partnership and which he 
has deducted unde r sect ion 615(a) fo r the 
years 1954 and 1955, respectiv e ly . B con­
t ribut es a uran ium  lease to  the  partnership 
o n whic h he  m ade  explorat ion expenditures 
in  the  am o unt  o f  $100,000 in  1955 whic h he 
elected to  de fe r unde r sect ion 6 1 5 (b ) . This 
is the  only  y ear in  which B  has used section 
615. C cont ributes only  cash to  the  partner­
ship and has no t  prev iously  used sect ion 615. 
Subje c t  to  t he  lim itat ions o f  sect ion 615, for 
t axable  years be g inn ing  be fo re  July  7, 1960, 
A  m ay  deduct  or de fer explorat ion expenses 
fo r two  more taxable  years (e i the r as to  ex­
penditures incurred by  h im  indiv idually  or 
w it h  respect  to  his dist ribut iv e  share  o f  part ­
ne rship explorat ion expenses). B  m ay  de­
duc t  or de fer explorat ion expenditures for 
three  m ore years, and C m ay  deduct  or defer 
explorat ion expenditures fo r fo ur years. For 
t axable  years beg inning  af t e r July  6, 1960, 
subje c t  in  each case to  the  $100,000 lim ita­
t ion per year, A  m ay  deduct  or de fer explora­
t ion expenditures in  an  am ount  not  in 
excess o f  $250,000 ($400,000-$150,000), either 
as to  expenditures incurred by  h im  indiv id­
ually  o r w i t h  respect  to  his dist ribut iv e  share 
o f  partnership explorat ion expenditures. B 
m ay  sim ilarly  deduct, o r de fer explorat ion ex­
penditures in  an am o unt  no t  in  excess of 
$300,000 ($400,000—$100,000), and C m ay  de­
duc t  or de fer explorat ion expenditures in an 
am o unt  no t  in  excess o f  $400,000.

P a r . 5. Section 1.381(c) (10)-1  is 
amended by revising paragraph (d ) and 
deleting paragraph (e ) .  Th e revised 
provisions read as follow s :

§ 1 .3 8 1 (c ) (1 0 )—1 De fe rre d  exploration 
and deve lopm ent  expenditures.

, *  *  *  *  *

(d ) C arry ov e r o f lim ita tio n  require- 
m erits . (1 ) I f  a distribu tor or transferor 
corporation transfers any m ineral prop­
erty to the acqu iring corporation in » 
transaction described in  section 381(a) 
and the acqu iring corporation pays or 
incurs exploration expenditures in  a tax­
ab le year ending a fter the date of the 
distribu tion or transfer, then in  apply* 
ing the 4-year or $400,000 limitations 
described in  section 615(c) and para­
graphs (a ) and (b ) o f § 1.615-4, which­
ever is applicab le, the acqu iring corpo­
ra tion  shall be deemed to have been 
allowed any deduction which, for any 
taxab le year ending on or before the 
date of distribu tion or transfer, was 
a llowed to the distribu tor or transferor 
corporation under section 615(a ), 0lj 
under section 2 3 ( ff ) ( l )  of the Internal 
Revenue Code of 1939, or to have made 
any election which, for  any such PJ®“ 
ceding year, was made by the distributor 
or transferor corporation under section 
615(b ), or under section 23 (if)  (2 ) of thv 
In terna l Revenue Code of 1939. Thus»* 
in  such instance, the acqu iring corp<n
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ration shall taken in to account the years 
in which the distribu tor or transferor 
corporation exercised the election to de­
duct or defer exploration expenditu res 
and any amounts so deducted or deferred. 
For this purpose, it is immateria l 
whether the deduction has been allowed 
to, or the election has been made by, the 
distributor or transferor corporation w ith  
respect to the specific m ineral property 
transferred by tha t corporation to the 
acquiring corporation.

(2) G enerally, for  purposes o f apply­
ing the 4-year lim ita tion  described in  
paragraph (a ) of § 1.615-4, if there are 
two or more distribu tor or transferor 
corporations th a t transfer any m ineral 
property to the acqu iring corporation, 
each taxable year of any such corpora ­
tion ending on or b efore the date of dis ­
tribution or transfer in  which explora ­
tion expenditures were deducted or de­
ferred shall be treated as a separate 
taxable year regardless of the fa ct that 
the taxable years of two or more such 
corporations norm ally end on the same 
date. However, if. the date o f distribu ­
tion or transfer is the same w ith  respect 
to more than one distribu tor or trans ­
feror corporation, then the taxab le years 
of such corporations ending on the same 
date of distribu tion or transfer shall be 
considered as one taxab le year for  pu r­
poses of applying the 4-year lim ita tion  
even though more than one such corpo­
ration deducted or deferred exploration 
expenditures for  such taxab le years.

(3 ) For purposes o f applying the 
$400,000 lim ita tion  described in  pa ra ­
graph (b ) o f § 1.615-4, if there are two 
or more distribu tor or transferor cor ­
porations th a t transfer any minera l 
property to the acqu iring corporation, 
any exploration expenditu res which were 
deducted or treated as deferred ex ­
penses by such corporations for  taxab le 
years ending a fter D ecember 31, 1950, 
shall be taken into account by the ac­
quiring corporation.

(4) I f  a  distribu tor or transferor cor ­
poration tha t transfers any m ineral 
Property to the acqu iring corporation 
was required to take into account any 
taxable years or amounts o f its trans ­
feror, as provided by paragraph (e ) of 
§ 1.615-4, for  purposes o f either the 4- 
year lim itation  described in  paragraph 
(a) of § 1.615-4 or the $400,000 lim ita ­
tion described in  paragraph (b ) o f 
§ 1.615-4, then the acqu iring corporation 
shall also take these taxab le years and 
amounts into account in  applying the 
same limitations.

(5) The provisions of this paragraph 
may be illu strated by the follow ing 
examples :

Ex a m p l e ( I ) .  M  and N  Corporat ions were  
organized on January  1, 1956, and each cor ­
poration computes it s t axable  incom e on the  
oasis o f the  calendar year. Fo r each o f  its 
taxable years 1956 and 1957, M  Corporat ion  
®xPended $60,000 fo r explorat ion expendi ­
tures and exercised the  opt ion to  deduct  
such am ounts unde r sect ion 6 1 5 (a ) . N  Co r ­
poration m ade no explorat ion expenditures 
{taring its taxable  years 1956 and 1957. On  

ecember 31, 1957, M  Corporat ion t rans ­
ferred all o f  it s assets to  N  Co rporat ion in  a 

ansaction to  which sect ion 381 (a) applies, 
o gain be ing recognized to  the  t ransfe ro r 
rporation on the  t ransfe r. N  Corporat ion  
ftue exploration expenditures o f  $100,000,

$ 120,000, $ 110,000, and $ 100, 000 f o r  the  years 
1958,1959,1960, and 1961, respect ive ly , which  
expenditures i t  desired to  deduc t  unde r sec ­
t io n  615 (a) to  the  extent  allowable . O n  the  
basis o f  these facts, N  Co rporat ion m ay  de ­
duc t  up  t o  $100,000 fo r each o f  t he  years 
1958 and 1959. No  deduct ion or de fe rral is 
allowable  fo r 1960 since the  benefit s o f  sec ­
t ion 615(c ) were prev iously  av ai led o f  fo r 4 
t axable  years. However, N  Co rporat ion m ay  
deduc t  $80,000 fo r 1961 (t he  4 -y ear l im it a ­
t ion no t  apply ing to  such y ear) but , i f  such  
deduct ion is m ade, N  Co rporat ion w i l l  no t  
be  allowed any  furt he r deduct ions or de ­
fe rrals since the  $400,000 lim it at ion o f  para ­
g raph (b )  o f  § 1.615-4 w i l l  hav e  been reached.

E x a m p l e  (2 ) .  R  and S Corporat ions were  
organiz ed o n  January  1, 1955, and each cor ­
po rat ion com putes it s incom e on the  basis o f  
the  calendar year. Fo r the  1955 taxable  y ear 
ne ither co rporat ion m ade any  explorat ion ex ­
penditures unde r sect ion 6 1 5 (a ). On June  
30, 1956, R  Co rporat ion t ransfe rred all its 
assets to S Co rporat ion in  a t ransac t ion to  
whic h sect ion 381 (a) applies, no  gain be ing  
recogniz ed to  the  t ransfe ro r co rporat ion on  
the  t ransfe r. During  it s sho rt  taxable  y ear 
ending June  30, 1956, R  Co rporat ion m ade  
explorat ion expenditures o f  $60,000 whic h it  
elected to  deduc t  unde r sect ion 615. Fo r its 
t axable  y ear e nding  Decem ber 31, 1956, S 
Corporat ion m ay  deduct  or de fer explorat ion  
expenditures up to  $100,000 since this is a 
separate  e lect ion fo r purposes o f  ut i l iz ing  
sect ion 615 and is no t  affected by  the  $60,000 
prev iously  deducted by  R  Corporat ion. A s ­
sum ing  S Co rporat ion exercises an  e lect ion 
unde r sect ion 615 fo r it s t axable  y ear ending  
Decem ber 31, 1956, S Co rporat ion m ay  elect  
t o  apply  the  benefit s o f  sect ion 615 to  ex ­
p lo rat ion expenditures fo r two  m ore t axable  
years. However, fo r t axable  years beg inning  
af t e r July  6, 1960 (the  4-y ear lim it at ion no t  
app ly in g ), S Co rporat ion is ent it led unde r  
sect ion 615 to  deduc t  o r de fe r explorat ion  
expenditures m ade in  such years to  thè  ex ­
t ent  t hat  the  com bined deduct ions and de ­
fe rrals by  R  and S Co rporat ions in  prio r 
years d id  no t  exceed $400,000.

E x a m p l e  (3 ) .  O  and P  Corporat ions were  
organiz ed on January  1, 1955, and each co r ­
po rat ion com putes it s t axable  incom e on the  
basis o f  the  calendar year. Fo r the ir t axable  
years 1955, 1956, and 1957, each co rporat ion  
deducted explorat ion expenditures m ade  in  
such years unde r sect ion 6 1 5 (a). On  June  
30, 1958, O Co rporat ion t ransfe rred al l  it s 
assets to  P  Co rporat ion in  a t ransac t ion to  
whic h sect ion 381 (a) applies, no  gain  be ing  
recogniz ed to  the  t ransfe ro r co rporat ion o n  
the  t ransfe r. I f , during  it s sho rt  taxable  year 
e nding  June  30, 1958, O  Co rporat ion m ade  
addit io nal explorat ion expenditures, i t  m ay  
deduc t  or de fer such expenditures (up  to  
$100,000) unde r sect ion 615 since O  Co rpora ­
t ion has ut i l iz ed sect ion 615 in  o nly  three  
prev ious t axable  years. Fo r it s t axable  years 
ending  af t e r June  30, 1958, and be g inn ing  
be fore  July  7, 1960, P  Co rporat ion m ay  no t  
deduct  or de fer explorat ion expenditures 
unde r sect ion 615, since the  benef it s o f  t hat  
sect ion were  ut i l iz ed by  O  and P  Corporat ions 
fo r 4 t axable  years. However, fo r t axable  
years be g inn ing  af t e r July  6, 1960 (t h e  4-y ear 
l im it at ion no t  ap p ly in g ), P  is ent it led unde r  
sect ion 615 to  deduc t  or de fer explorat ion  
expenditures m ade  in  such years t o  the  ex ­
t ent  t hat  the  com bined deduct ions and de ­
f e rrals by  O  and P  Corporat ions in  p rio r years 
do  no t  exceed $400,000. See paragraph (b )  
o f  § 1.615-4.

E x a m p l e  ( 4 ) .  X , Y , an d  Z Corporat ions 
were  organiz ed on January  1, 1955, an d  each  
corporat ion com putes it s t axable  incom e on  
the  basis o f  the  calendar year. Fo r the ir 
t axable  years end ing  Decem ber 31, 1955, X  
and Y  Corporat ions each de ferred $100,000 fo r  
explorat ion expenditures m ade  in  such t ax ­
able  y ears unde r sect ion 6 1 5 (b). Z  Co rpo ra ­
t ion m ade  no  explo rat ion expenditures dur ­
in g  it s t axable  y ear ending  Decem ber 31,1955. 
On M arc h 31, 1956, X  and Y  Corporat ions

t ransfe rred all the ir assets to  Z  Co rporat ion  
in  a t ransac t ion to  whic h  sect ion 381 (a) ap ­
plies, no  gain be ing  recogniz ed to  the  t rans ­
fe ro r co rporat ions o n the  t ransfe r. X  an d  Y  
Corporat ions each m ade explorat ion expendi ­
t ure s o f  $75,000 during  the ir short  t axable  
years ending M arch 31, 1956, whic h they  
deducted unde r sect ion 6 1 5 (a ) . Fo r purposes 
o f  t axable  years be g inn ing  be fo re  July  7, 
1960, Z Co rporat ion m ust  t ake  into  account  
the  t axable  years in  whic h X  and Y  Co rpo ­
rat ions deducted or de ferred explorat ion ex ­
penditures. I n  so do ing, each t axable  y ear 
in  whic h explorat ion expenditures were  de ­
duc ted o r de ferred m ust  be  taken int o  ac ­
c o unt  except t hat  the  t axable  years o f  X  and  
Y  -Corporat ions ending  o n .March 31, 1956, 
shall be  considered as one t axable  year. 
T here fo re , Z Co rporat ion m ay  deduc t  or de fer 
explorat ion expenditures in  accordance w i t h  
sect ion 615 fo r any  one t axable  y ear ending  
af t e r M arc h 31, 1956, and be g inn ing  be fo re  
July  7, 1960. However, fo r t axable  years be ­
g inn ing  af t e r July  6, 1960 (the  4 -y ear l im it a ­
t ion no t  ap p ly in g ), Z Co rporat ion m ust  take  
into  account  fo r purposes o f  the  $400,000 
l im it at ion all o f  t he  $350,000 o f  explorat ion  
expenditures deducted o r de ferred by  X , Y , 
and Z Corporat ions during  t axable  years end ­
ing  af t e r Decem ber 31, 1950. T here fo re , Z  
Corporat ion, assum ing i t  has no t  deducted or 
de fe rred any  explo rat ion expenditures, is en ­
t i t led  unde r sect ion 615 to  deduc t  or de fer 
in  t axable  y ears be g inn ing  af t e r July  6, 1960, 
up to  $50,000 fo r  explorat ion expenditures 
m ade  in  such years.

E x a m p l e  (5 ) .  Fo r purposes o f  this ex ­
am ple , assum e t hat  each taxpayer com putes 
t axable  incom e on the  basis o f  the  calendar 
year. T axpay er A, an  indiv idual who  has 
deducted explorat ion expenditures o f  $75,000 
unde r sect ion 23 ( f f )  o f  the  In t e rn al R ev enue  
Code o f  1939 fo r each o f  his t axable  years 
1952 and 1953, t ransfe rred a m ine ral property  
to  K  Co rporat ion on January  1, 1954, in  a 
t ransac t ion in  which the  basis o f  t he  m ine ral  
property  in  the  hands o f  K  Co rporat ion is 
de te rm ined unde r sect ion 3 6 2 (a). Fo r its 
t axable  y ear 1954 and pursuant  t o  sect ion 
6 1 5 (a), K  Co rporat ion deducted explorat ion  
expenditures o f  $100,000 w hic h  i t  m ade  in  
such year. K  Co rporat ion had m ade  no  ex ­
plo rat ion expenditures in  any  preceding t ax ­
able  y ear. On Decem ber 31, 1954, K  Co rpo ­
rat ion t ransfe rred all it s assets t o  L  Co rpo ra ­
t ion in  a reo rganiz at ion to  whic h  sect ion  
381 (a) applies, no  gain  be ing  recogniz ed to  
t he  t ransfe ro r co rporat ion on t he  t ransfe r. 
A ssum ing t hat  L  Co rporat ion has no t  de ­
ducted o r de fe rred explorat ion expenditures 
in  any  preceding t axable  year, L  Co rporat ion  
m ay  de duc t  or de fer explo rat ion expendi ­
tures (up  to  $100,000) in  accordance w i t h  
sect ion 615 fo r any  one  t axable  y ear ending  
af t e r Decem ber 31, 1954, and be g inn ing  be ­
fo re  July  7, 1960, in  v iew o f  the  4 -y ear 
lim it at ion. However, i f  L  Corporat ion does 
no t  deduc t  o r de fer explo rat ion expenditures 
in  t hat  period, t hen fo r t axable  years be g in ­
n in g  af t e r July  6, 1960 (t h e  4 -y ear l im it a ­
t io n  no t  ap p ly in g ), L  Corporat ion is ent it led  
t o  deduc t  or de fe r up  to  $150,000 (but  no t  
t o  exceed $100,000 per y ear) fo r explorat ion  

expenditures m ade  in  such years. See para ­
g raph  (b )  o f  § 1.615-4.

[F .R . Doc. 63-11253; F i led, Oct. 23, 1963;
8:48 a n . ]
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M isc e l l a n e o u s A m e n d m e n t s

O n June 18,1963, a notice of proposed 
ru le making w a s  published in  the F e d -


