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Chargeable fee
Test: per test
Arquad content. .o e e 827
Butanol contont. . ccnccncccnnmnna 556
Candicidin potency (special tur-

(T e S R AN A e 55
Capreomycin Tecontent. ..o oaao .o 242
Color fdentity . .o 10
Column chromatographic isomer

DODDIEIE It et st 100
[0 5 1 L 21 A —" 4
Cyocloserine color assay 37
Dactinomycin potency (special

N e e S S S N IS e, 55
Disg POtERICY - s e cncnnnsenscsese a1
Doxyocycline purity (paper chroma-

NOBTEDRY) e s b i s bt s 110
RO ORI ot Sresprorom e v aierynes 81
Gas chromatograpPhY e e e e 56
(€ 77 L o BRGSO i 185
Heavy metals test. - oo 18
Histaming est. e em e 35
Infrarod 1dentity . e 23
Infrared quantitative. .. ___ 47
Kar]l Pisher molsture. ..o 10
e Sg T L S S SRR 216
O ORI e e s 14
Melting range. .. cceeccccccnnccnn 2
Metal particles (ophthalmic oint-

) N NS LS LU L IS e 27
Microbiological assay, plate. . ...... a5
Microblological assay, turbldimetric. 13
Micro-organism COUNG. .o eaaan 59
Minooycline content... .o eeenna 109
Nonaqueous titrations (and com=~

pleximetric) —~ 11
Paper chromatographic identity. 55
Penicillin chemical assay...... 12
Penlolllin contamination .. ... ... 27
Penlelllin G tent... - 27
T B e Tl 5 i . 00 0 i s S 4
Prooaine colorimetric. oo aan 10
Pyrogens test: 3rabbits ..o 115
Pyrogens test: Srabbits . ___ 220
Residual streptomyein. ..o o 13
Residue on ignition. . ______ 32
T SN e S v L s 24
Specific TOtation. e 18
Specific surface ared. .. m 27
(L e O S SN S 59
Sulfate -content. .. 11
Tablet disintegration. .. .. .. 6
Thin layer chromatographic iden-

I e ied ey v e b o v iewfeten 27
Total chlorine. .o 81
Undecylenic acid content. ... 23
Ultraviolot Sdentity . o 23
Ultraviolet potency.. 22
Vancomycein identity. 162

(2) In the case of a supplemental re-
quest submitted pursuant to the provi-
sions of § 144.3 of this chapter, the fee
shall be $8.

- » - - -
Since the amendments established by
this order are necessary to provide, equip,
and maintain an adequate antibotic drug
certification service; notice and public
procedure and delayed effective date are
not prerequisites to this promulgation.
Eflective date—~This order shall be
effective July 1, 1973,
(Sec. 507, 50 Stat. 463, as amended; 21
U.8.C. 857.)
Dated June 1, 1973.
Sam D. FiINg,
Associate Commissioner for
Compliance.
[FR Doc.73-11391 Filed 6-6-73:8:45 am]

RULES AND REGULATIONS

Title 24—Housing and Urban Development

SUBTITLE A—OFFICE OF THE SECRE-
TARY, DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

{Docket No. R-73-227)

PART 42—RELOCATION PAYMENTS AND
ASSISTANCE AND REAL PROPERTY
ACQUISITION UNDER THE UNIFORM
RELOCATION ASSISTANCE” AND REAL
Pol;_OIPg;g’Y ACQUISITION POLICIES ACT

Establishment of Grievance Procedures Re-
lating to Adequacy of Replacement
Housing

Pursuant to the authority vested in
him by section 7(d) of the Department
of Housing and Urban Development Act
(42 US.C. 3535(d)), the Secretary of
Housing and Urban + Development is
amending title 24, part 42 of the Code of
Federal Regulations by adding a new
subpart G entitled “Grievance Proce~
dures Relating to Adequacy of Replace~
ment Housing”. This subpart is intended
to prescribe the Department’s procedure
for granting administrative relief to any
person aggrieved by proposed or effected
displacement accomplished under the
Uniform Relocation Assistance and Real
Property Acquisition Policies Act of 1970
(42 US.C. 4601 et seq.), with regard to
the obligation of the State agency to
refer such person to an adequate re-
placement dwelling. The subpart sets
forth the procedures for review of com-
plaints by the State agency, and review
gy the appropriate HUD area office if

On March 23, 1973 (38 FR 7570) the
Department first published the grievance
procedures for public comment as a no-
tice of proposed rulemaking. The De-
partment has now considered the com-
ments received and promulgates these
grievance procedures to be effective on
June 7, 1973. Principal changes and the
Department’s response to significant
comments are set forth below.

A number of State agencies expressed
the concern that the proposed procedures
will be unnecessarily time consuming and
will result in unreasonable delays in proj-
ect activities. Two significant changes
have been made In order to be responsive
to these comments. First, we have re-
duced the types of complaints which can

‘be filed s0 as to remove grievances relat-

ing merely to relocation services from the
scope of the regulation. Thus, the griev-
ance procedures as now issued are limited
to complaints with respect to the ade-
quacy of replacement housing offered to
persons. Second, the time limits for the
State agency and for the HUD area office
to consider complaints have been short-
ened, and the time for filing a request for
HUD review has been cut from 30 days to
10 days. In addition, handling of com-
plaints under these procedures will be
carefully monitored so as to determine
whether unreasonable delays are taking
place, and if necessary, further modifica-
tions will be made.

Several comments urged that it is in-
appropriate to permit the bringing of
class actions. Grievances regarding the

adequacy of replacement housing are by
their very nature highly individualized
matters, If class actions were permitted,
it would be unclear as to what persons
should be deemed members of the class,
It has accordingly been determined to
eliminate any provision for class actions,
No change has been made in the provi-
sion of § 42,305(b) permitting joint com-
plaints. In addition, it should be noted
that § 42.360 provides that principles es-
tablished in determinations under these
procedures shall be applied by the State
agency in all similar cases’

Several suggestions have been received
which would create or approximate a
more formal procedure than the prezent
regulation envisions, It has been proposed
to apply the formal rules of evidence,
permit a right to confrontation and
cross-examination, to impose a require-
ment for legal representation and to
guarantee the right to rebut all evidence
presented by a State agency in support
of its decision adverse to any complain-
ant, While the Department is sympathet-
ic to the considerations which prompted
these suggestions, it was determined that
the review procedures should be a basic-
ally informal presentation before both
the State agency and the HUD area
office. The review process is regarded asa
means for stimulating the exchange of
views and information between the com-
plainant and the State agency with the
object of resolving the dispute in a quick
and informal manner, The procedure as
proposed would allow for the considera-
tion of all relevant evidence without sub-
jecting the claimant to the formalities
involved In a quasi-judicial proceeding.
For these reasons, we have determined
not to accept the suggestion for the adop-
tion of & more formalized procedure.

The suggestion that claimant be al-
lowed to review the files relating to his
complaint is accepfed. Accordingly, we
have provided for this in § 42.320.

Section 42.320 of the proposed proce-
dures, entitled “Recommendations by
third party,” has been deleted because of
adverse comments which have been
received. It has been determined after
consideration of these comments that
grievances with respect to adequacy of
replacement housing are in many cases
not appropriate for referral.to third
parties.

It has also been suggested that it is
inappropriate to require State agencies
to review their own determinations. We
are not persuaded by this view. Since the
programs covered by these procedures
are basically local programs carried out
with HUD financial assistance, the De-
partment believes that it is important
to give the State agency the first oppor-
tunity to review grievances and to pro-
vide prompt relief to persons with &
proper complaint.

Several comments expressed the con-
cern that the criteria to evaluate ade-
quacy of replacement housing are 100
vague. While some subjective judgment
is no doubt involved, we have concluded
that the standards set forth fn § 42.120
of subpart C of these regulations (which

FEDERAL REGISTER, VOL. 38, NO. 109—THURSDAY, JUNE 7, 1973




have been in effect since May 13, 1971),
are reasonable and as specific as feasible
under the circumstances.

Several comments ralsed questions
about the oral presentation provided for
in §42.810. With respect to the efficacy
of the oral presentation, it is our expect-
tancy that this procedure will be a useful
device to resolve problems at the most
informal level. It should be noted further
that the filing of a request for an oral
presentation does not permit any added
delay, in that the filing of such a request
does not entitle the complainant to a
stay of displacement. This is made clear
in §§ 42.310(a) and 42.335. :

Accordingly, part 42 is amended to add
a new subpart G to read as follows:

Subpart G—Grievance Procedures Relating to
g - quacy of Repl t Housing

Sec,

42.300
42305
42310
423815

Purpose.

Right of appeal,

Request for State agency review.

State agency review of the written
request,

Review of files by complainant,

Request for HUD review.

HUD review,

Stay of displacement pending review,

Remedies for persons displaced.

Extension of time limits.

Construction of rules and regula-
tions,

Right to counsel,

Effeot of determination
complaints,

42365 Right to judicial review,
Avrnonrry —Section 7(d), Department of

Housing and Urban Development Act, 42

USC. 35356(d); section 213, Uniform Relo-

catlon Assistance and Real ¥y Acquisi-

tion Policles Act of 1070, 42 U.S.C. 4633,

Subpart G—Grievance Procedures Relating
to Adequacy of Replacement Housing

§42.300 Purpose.

The purpose of this subpart is to set
forth guidelines for processing com-
plaints from persons who believe them-
selves aggrieved by the faflure of the
State agency to refer them to adequate
replacement housing as provided by
§42.120 of subpart C of the regulations
In this part,

§42.305 Right of appeal.

(a) General—A complainant, mean-
Ing & person who believes himself ag-
grieved by a failure of a State agency
1o refer him to adequate replacement
housing as provided by § 42.120 of sub-
part C of these regulations, may file a
complaint with the head of the State
agency or his authorized designee. Advice
on the right to file & complaint under

procedures shall be a part of the
information statement required by
§42.165 of subpart C of the regulations
In this part., Where such person is not
salisfied with the results of the State
Sgency's determination, he is entitled to
have his complaint reviewed by HUD.

(b) Joint complainants —Two or more
tomplainants may join in filing a single
written request for review with the State
Sgency provided that each is aggrieved

42.320
42835
42330
42336
42,340
42,345
42350

42355

42.300 on other

RULES AND REGULATIONS

by the failure of the State agency to refer
him to adequate replacement housing as
provided In § 42.120 of subpart C of the
regulations in this part. A determina-
tion should be made by the State agency
for each of the complainants.

§ 42,310 Request State

roview.

(a) Oral presentation.—Upon request
of the complainant, the State agency
shall, within 15 days of the request, af-
ford him an opportunity to make an oral
presentation prior to filing a written re-
quest for review pursuant to paragraph
(¢) of this section. This oral presenta-
tion shall enable the complainant in the
company of an advisor, attorney or other
representative, if he so wishes, to discuss
his complaint with the head of the State
agency or his authorized designee. Such
designee shall be someone other than
the person who has been providing re-
location services. The request of a com-
plainant for an oral presentation shall
not entitle him to any stay of displace-
ment.

(b) Time limits for requesting oral
presentation —This right to an oral pres-
entation shall be available to a com-
plainant at any time prior to the date of
displacement and no later than 6 months
after displacement, unless closeout of the
project occurs prior to that time, in
which case the oral presentation must be
requested prior to project closeout or
within 80 days following displacement,
whichever is later. If the State agency
rejects the complainant’s contentions in
whole or in part, it must notify the com-
plainant, with a copy to HUD, that he
has a right to file a written request for
State agency review. The State agency
shall make a summary of the matters
discussed in the oral presentation and it
should be included as part of its file.

(¢c) The written request for review.—
The complainant may file a written re-
quest for review with the head of the
State agency within the time limits pre-
scribed by paragraph (d) of this section
and such written request may include
any statement of fact within complain~
ant's knowledge or belief, or other ma-
terial which has a bearing on his appeal.
If the complainant requests more time
to gather and prepare additional infor-
mation for consideration or review and
demonstrates a reasonable basis there-
for, he may be granted additional time, If
the complainant is unable to prepare the
written complaint, the State agency shall
offer to provide assistance to the com-
plainant and further notify the com-
plainant of other available sources of
assistance. The State agency, however,
shall consider every complaint regard-
less of form. The making of an oral pres-
entation pursuant to paragraph (a) of
this section shall not be deemed a con-
dition precedent to the filing of a written
request for review,

(d) Time limits for filing written re~
quest for review~—~A complainant may
flle a written request for review with the

for agency
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State agency at any time prior to the
date of displacement. Such request for
review may also be filled with the State
agency no later than 6 months after dis-
placement, unless final closeout of the
project occurs prior to that time, in which
case the written request must be made
prior to project closeout or within 90 days
following displacement, whichever date
is later: Provided, That in any case in
which an oral presentation is requested
after displacement pursuant to para-
graph (a) of this section, the time period
specified in this paragraph shall be ex-
tended {f necessary so that a complainant
shall have no less than 30 days from the
date he is advised of the determination
on the oral presentation.

§42.315 Swate agency review of the
wrilten request.

(a) General—The State agency shall
review the written request for review and
shall make a determination as to whether
adequate replacement housing has been
offered to a complainant as provided by
§ 42.120 of subpart C of these regulations.
The State agency shall issue to the com~
plainant a copy of the determination and
shall notify the complainant of his right
to seek HUD review. A copy of the deter-
mination shali also be sent to HUD. The
review shall not be made by the official
who provides the relocation services, nor
anyone subordinate to that official.

(b) Scope of review—In making its
determination, the State agency shall
consider the following:

(1) All material upon which the State
agency based its original determination,
including all applicable rules and regu-
lations;

(2) The reasons given by the com-
plainant in support of his complaint;

(3) Whatever additional written ma-
terial has been submitted by the com-
pla(:mmt for the purpose of this review;
an

(4) Any further information the State
agency may, in its discretion, obtain by
request, investigation or research to in-
sure a fair and full review of the com-
plaint,

(¢) Delermination on review.—The
written determination on review shall in-
clude, but is not limited to:

(1) The agency's decision upon review
of the complaint;

(2) The factual and legal basis upon
which this decision is based, including
any pertinent explanation or rationale
for the decision;

= (3) The relief to which the complain-
ant is entitled, and a brief statement on
how this will be achieved; and

(4) A statement of complainant's
right to seek further review by HUD and
an explanation of what steps the com-
plainant must take to obtain this review.

(d) State agency determinations not
based on merits—A State agency’s re-
fusal to provide an oral presentation affer
one has been requested or review a writ-
ten complaint on the merits (eg., be-
cause of complaint’s failure to request an
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oral presentation or file for written re-
view within the required time or because
the matter is not deemed ripe for deter-
mination), shall upon complainant’s re-
quest, be reviewed by HUD in the manner
described in §§ 42.325 and 42.330. How-
ever, in any case where a State agency
refuses to provide an oral presentation
or reviaw a written complaint, prior to
displacement, because the matter is not
ripe for determination, the complainant
shall also be notified that he may request
an oral presentation or file a written
complaint at a later time if adequate
housing is not provided.

(e) Time limits—(1) The State agency
shall issue its determination on review
within 15 days from receipt of the last
material submitted for consideration by
the complainant in accordance with
§ 42.310.

(2) In the case of requests for oral
presentations or written complaints dis-
missed for untimeliness or because the
matter is not ripe for review or for any
other reason not based on the merits, the
State agency shall issue a statement to
the complainant as to why the request
for an oral presentation or written com-
plaint was dismissed. The statement, with
f copy to HUD, should be sent within 10
days of receipt of the last material sub-
mitted by the complainant or within 10
days of the complainant’s request for an
oral presentation.

§ 42.320 Review of files by complainant.

Except for confidential material, and
except to the extent specifically prohib-
ited by law, a State agency shall permit
the complainant to inspect all files and
records bearing upon the actions of the
State agency in referring him to replace-
ment housing or the prosecution of his
grievance. The State agency may, how-
ever, impose reasonable conditions on the
complainant’s right to inspect.

§ 42:325 Request for HUD review.

(a) General—A complainant who be-
lieves himself aggrieved as a result of the
final determination of his written request
for review by the State agency may re-
quest HUD to make a redetermination
on his complaint. The request for HUD
review shall be submitted in writing to
the director of the appropriate HUD area
office or, where there is no HUD area
office, to the Regional Administrator of
the appropriate HUD regional office.
(Unless the context indicates otherwise,
“Area Director” shall be used in this
subpart to refer to the Regional Admin-
istrator where there is no area office,)
The complainant shall also send a copy
of his request for HUD review to the
head of the State agency. The State
agency shall then submit its complete
file on the complaint to the Area Direc-
tor as soon as possible, but in no event
later than 5 days.

(b) Submissions by complainant.—The
complainant may include in the request
for review by the Area Director any state-
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ment of facts within his knowledge or
belle! or other material which will have

direct bearing on the complaint. The
eomplalnmt need not, however, repeat
arguments nor submit material pre-
viously provided to the State agency for
its review: Provided, That where the
complainant submits material to HUD
which was not submitted to the State
agency for review, HUD will provide the
State agency with an opportunity to re-
view such new material and to submit
any comments which it wishes to make.

(¢c) Time limit—The complainant’

shall file the written request for HUD
review of his complaint with the Area
Director (and the copy with the State
agency) within 10 days from the date of
receipt of the determination on review
issued by the State agency.

§42.330 HUD review.

(a8) General.—The Area Director shall
review the complaint as submitted by
the complainant together with the mate-
rial submitted to him by the State agency
and shall {ssue to the complainant a
copy of the determination within 15 days
from the receipt of the complete file of
complainant’s case from the State
agency.

(b) Scope of review—In making his
determination, the Area Director shall
consider the following:

(1) All the material upon which the
State agency based its determination,
including all applicable rules and
regulations;

(2) The reasons given by the com-
plainant for requesting reconsideration
and review of his complaint;

(3) Whatever written material has
been submitted by the complainant for
the purposes of this review; and

(4) Any further information which
HUD may, in {ts discretion, obtain by
request, investigation or research to in-
sure & falr and full review of the com-
plaint.

(¢c) Determination on review by
HUD—The written determination by
HUD shall include, but need not be
limited to:

(1) The Area Director's decision on
reconsideration of the complaint;

(2) The factual and legal findings up-
on which the decislon is based, including
any pertinent explanation or rationale
for the decision;

(3) The relief, if any, to which the
complainant is entitled, and directions to
the State agency on how this shall be
achleved;

(4) Notification to the complainant of
his right to seek further HUD assistance
if the relief specified in paragraph (¢) (3)
of this section is not provided;

(5) Notification to the complainant of
his right to seek judiclal review in the
event the determination is adverse.

(d) Review of State agency deter-
minations not based on the merits —If
the Area Director finds that the State
agency’s refusal to review the complaint

on its merits was unreasonable, the com-
plaint shall be remanded to the State
agency for review on its meritsgwithin 15
days of the State agency’s recelpt of the

complaint. If the Stats
agency’s refusal to hear the complaint i
not found to have been unreasonable, the
Area Director shall so notify the com-
plainant and inform him that he may
have a right to judiclal review: Provided,
That in the case of complaints dismissed
by & State agency as not ripe for deter-
mination, and upheld by the Area Direc.
tor, the complainant should again be
notified that he may request an oru
presentation or file a written complaint
o,tastagewmchwouldwmnntono'al
presentation or review,

§42.335 Stay of displacement pending
review,

If the written request is filed before
displacement, the State agency shall not
require the complainant to move untl
at least 20 days after it has made a deter-
mination and the complainant has had
an opportunity to seek HUD review. If
the complainant seeks HUD review, no
displacement shall occur pending HUD's
determination. If the HUD determing-
tion is adverse to the complainant, he
may not be displaced until at least 20
days after receipt of notice of the HUD
determination. In all cases, the State
agency must notify the complainant in
writing 20 days prior to the proposed new
date of displacement, and In no case
may & complainant be displaced unies
he is offered comparable replacement
housing as provided in §42.120 of sub-
part C of the regulations in this part.

§ 42.340 Remedies for persons dis
© placed.

Whenever it is determined by the State
agency or by HUD that a complainant
has been referred to replacement housing
which fails to meet the eriteria provided
in subpart C of these regulations, the
State agency shall take immediate steps
to offer to the complainant replacement
housing pursuant to § 42,120 of subpart C
of the regulations in this part. The State
agency will pay for the reasonable cosis
of the move to such replacement housing
either by arranging for the move and
paying the mover directly, or by reim-
bursing the complainant for the reason-
able costs of the move. Sugh expenditures
are deemed eligible costs In connection
with the administration of relocation.

§ 42.345  Extension of time limits.

The time limits specified in §5 42.310,
42,325 and 42.330 (a) and (d) may be
extended for good cause by the Stale
:lgee‘i;y or by the Area Director, respec-

vely.

§42.350 Construction of rules and reg-
ulations.

This subpart, and all applicable rules
and regulations on which State agency
and HUD determinations are based, shall
be so construed as to fulfill the statutory
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purpose as declared in section 201 of the
act of “fair and equitable treatment” in
order that displaced persons ‘“not suffer
disproportionate injuries as a result of
programs designed for the benefit of the
public as & whole”.

§42.355 Right to representation.

Any aggrieved party has a right to rep-
resentation by legal counsel and to be ac-
companied by an advisor, attorney or
other representative in any personal ap-
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pearance held pursuant to this subpart,

but solely at his own expense,

§42.360 Effect of determination on
other complaints.

The principles established in all de-
terminations by a State agency (unless
modified upon review by HUD), or by
HUD shall be applied to all similar cases,
£ 42,365 Right to judicial review.

Nothing in this subpart shall in any

14921

way preclude or limit a complainant
from seeking judicial review of his com-
plaint on the merits upon exhaustion of
such administrative remedies as are

available to him under this subpart,
Efective date—~—These regulations are
effective on June 7, 1973.
James T.Lynw,

Secretary of Housing and
Urban Development.

[PR Do00,73-11410 Filed 6-6-73;8:45 am |

CHAPTER X—FEDERAL INSURANCE ADMINISTRATION, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
SUBCHAPTER B—-NATIONAL FLOOD INSURANCE PROGRAM

[Docket No. FI-141)

PART 1914—AREAS ELIGIBLE FOR THE SALE OF INSURANCE

Status of Participating Communities

Section 1914.4 of part 1914 of subchapter B of chapter X of title 24 of the Code of Federal Regulations is amended by
adding in alphabetical sequence a new entry to the table. In this entry, a complete chronology of effective dates appears for
each listed community. Each date appearing in the last column of the table is followed by a designation which indicates whether
the date signifies the effective date of the authorization of the sale of flood insurance in the area under the emergency or the

regular flood insurance program. The entry reads as follows:
§1914.4  Suatus of participating communitics.

» » » - - » .
Effeotive date
of authorization
State Counly Location Mup No. State map ropository Local map repository of sale of
fl insgrancs
for area
. - . - - » L]
Colorado...euues P S — 1 e e R S e e L MR R R e S R A T R A S A e N Jane 6, 1973,
Emerngency.
) ) IR A Y do.. venss Alomoss, Clty ol .. oeeoaeraiaasss Do.
Minoesota....... W -~ Unincorporated areas . 3 Do,
Now York...... - Orleans, Town of...... . Do,
.. Oxford, Township of.. - Do,
.. McKeesport, Clty of = Do.
.. Patton, Township of.. Do,
.. Harris, Township of .. Do,
I & uzuiock, Township Do.
U&!‘pﬂ' Tyrone, Do.
ownship of.
TN T Y e s W S S a2 el 8 WS el Do.
.. Kast Hempthoid, Do,
Township ol.
Cunmmings, Town- Do,
ship of,
= M:}nlyn, R OIMILD  eorrs shbe abiotio tiss Shr e e e st i ST s e P vo s S e T R S R SV s WARAE? « S Do,
l\:‘l:lown, T W e et A g N s - B Wy - LI L L e, e Bl e L Do,
I ORI A < o s Rt obah ap ary Ve v i D e I S s Etas s s S B LA =5 Sh b apaed Eas Panpabapen s At bans assut iy Do,
k g T T N RS SR L e S SR, SR S S S DR R R e R DI R 28 Do,
Township of,
Do. o A s o s e G'c;}d.tboto. T N R S T R R S S R T S S S U, SR RGNS S, (L Do
De. cenado., B I BT e et e e e P s S50 C7 S D SopsSead dons POS L Do,
'l‘owmh'lf ol.
Do o, T SRS l'nr{mlbt'. R e A S o SO MRS I S PP TN S Do,
of.
¢ BRI OO e cte s ne “';l‘ BRI BTN e er b cib s sociaatios sde Srssee TP Lo aom s Se P a s o T TS oot po s P N TR S A I S a s dida s T Do,

(National Flood Insurance Act of 1068 (title XIIT of the Housing and Urban Development Act of 1968), effective Jan. 28, 1060 (33 FR 17804,

Nov. 28, 1068) ; as amended (secs. 408-410, Public Law 91-162
Federal Insurance Administrator, 34 FR 2680, Feb. 27, 1960.)

Issued May 31, 1978.

, Dec. 24, 1069), 42 US.C, 4001-4127; and Secretary’s delegation of authority to

Cuances W. WIECKING,

Acting Federal Insurance Administrator.

[FR D0c.73-11243 PFlled 6-6-73,8:45 am|]
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Title 26—Internal Revenue

CHAPTER |I—INTERNAL REVENUE SERV-
ICE, DEPARTMENT OF THE TREASURY

SUBCHAPTER A—INCOME TAX
[T.D. 7278]

PART 1—INCOME TAX; TAXABLE YEARS
BEGINNING AFTER DECEMBER 31, 1953

Depreciation Based on Class Lives for Prop-
erty First Placed in Service Before Jan-
uary 1,1971

By a notice of proposed rulemaking ap-
pearing in the Feoxral RecisTer for Sat-
urday, April 22, 1972, amendments to the
“Income Tax Regulations” were pro-
posed in order to provide an elective class
life system, similar to the asset deprecia-
tion range system for computing de-
preciation allowances for taxable years
ending after December 31, 1970, with re-
spect to assets placed in service before
January 1, 1971, After consideration of
all such relevant matter as was presented
by interested persons regarding the rules
proposed, certaln changes were made,
and the proposed amendments subject to
the changes indicated below are adopted
by this document.

The final regulations provide an elec-
tive class life system for determining the
reasonable allowance for depreciation of
certain classes of assets for taxable years
ending after December 31, 1970. The sys-
tem applies only to assets placed in sery-
ice before January 1, 1971, Depreciation
for such assets during periods prior to
January 1, 1871, may have been deter-
mined in accordance with Revenue Pro-
cedure 62-21. Accordingly, rules are pro-
vided which permit taxpayers to apply
the system in taxable years ending after
December 31, 1970, to such assets with-
out the necessity of changing or regroup-
ing their depreciation accounts other
than as previously required by Revenue
Procedure 62-21. The system is designed
to minimize disputes between taxpayers
and the Internal Revenue Service as to
the useful life of assets, salvage value,
and repairs, See § 1.167(a)~11 for a sim-
ilar system for property placed in service
after December 31, 1970, See paragraph
(d)(2) of § 1.167(a)~-11 for treatment of
expenditures for the repair, mainte-
nance, rehabilitation, or improvement of
certain property. The system provided
by the regulations is optional with the
taxpaver. An election under the regula-
tions applies only to qualified property
in an asset guideline class for which an
election is made and only for the tax-
able vear of election. The taxpayer's
clection is made with the income tax re-
turn for the taxable year. The regula-
tions also revoke the reserve ratio test
for taxable years ending after Decem-
ber 31, 1970, and provide transitional
rules for taxpayers who after January 11,
1971, adopt Revenue Procedure 62-21 for
a taxable year ending prior to January 1,
1971,

The final regulations include in the
definition of qualified property (§ 1.167
(a)-12(a) (3)) certain property placed
in service before January 1, 1971, but
acquired and first placed In service by
the taxpayer after December 31, 1970.
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Such property, if acquired as a result of
a mere change in form, or as a result of
& corporate transaction described in sec-
tion 381(a), is not eligible for an elec-
tion under the class life asset deprecia-
tion range system. Such property may
qualify for an election under the final
regulations adopted by this document.

The final regulations add a new provi-
slon (§ 1.167(a)-12(a) (4) (1iD)) which
may require normalization in the case of
certain public utility property where the
depreciation life used for ratemaking
purposes is longer than the life used for
tax purposes, In such a case, a public
utility may be required to normalize the
deferral resulting from the use of the
shorter life permitted under Revenue
Procedure 72-10.

The final regulations expressly state
the manner of determining the allow-
ance for depreciation in the year of elec-
tion where the class life differs from the
life previously used for depreciation. The
proposed regulations did not expressly
specify the manner of computation. The
provisions of the final regulations follow
the rules generally applicable to changes
lll.jf depreciation method and depreciation

e.

The final regulations also clarify the
rules of § 1.167(a)~-12(a) (5) (iv), relating
to regrouping accounts. The proposed
regulations provided that no depreciation
accounts may be combined which could
not be combined under part IITI of
Revenue Procedure 65-13. Since certain
taxpayers electing under the final regula-
tions have not previously been subject to
the restrictions of Revenue Procedure 65—
13, the final regulations provide that in
such cases, the depreciation amount in
the taxable year of election may not ex-
ceed the amount which the taxpaver
would have been allowed if the provisions
of Revenue Procedure 65-13 had been
followed. The final regulations make cer-
tain clarifying changes In the treatment
of salvage value. Under the final regula~
tions, salvage value must be established
in the yecar of election based upon the
facts and circumstances at or as of the
close of the year in which the property
is acquired. The salvage established will
not be changed or adjusted if it is rea~
sonable. However, since the provisions of
Revenue Procedure 62-21 do not apply to
taxable years ending after December 31,
1970, adjustments in the depreciation al-
lowance forsuch taxable years, which re-
sult from substantially inaccurate sal-
vage estimates, will be made without
regard to the provisions of Revenue
Procedure 62-21 relating to the estima-
tion of salvage value. The final regula-
tions, as did the proposed regulations,
provide that adjustments will not be
made In the depreclation allowance for
any taxable year ending before Jan-
uary 1, 1971 as a result of the estimation
of salvage value required by the final
regulations.

The final regulations modify the pro-
visions of § 1.167(a)-12(f) (1) (4il) which
relate to the adoption of Revenue Pro-
cedure 62-21 for prior taxable years and
provide a limitation on refunds. Under
the proposed regulations, any provision
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of Revenue Procedure 62-21 may be ap-
plied to justify the depreciation life used
by the taxpayer or to offset a deficiency
asserted upon an audit. However, Reve-
nue Procedure 62-21 could not be used to
generate a tax refund or increase a loss
carryover or carryback for a prior year
unless the taxpayer had adopted the
Revenue Procedure before January 12,
1971, Under the final regulations, an clec-
tion of Revenue Procedure 62-21 after
January 11, 1971, may result in a refund
if the reserve ratio for the taxable year
is met. .

A new example (6) Is added by the
final regulations to §1.167(a)-12(1)(2)
(i), The new example {llustrates that a
taxpayer may be considered to have
adopted Revenue Procedure 62-21 for a
taxable year based upon his actions ina
subsequent taxable year,

Adoption of amendments to the repu-
lations.—On April 22, 1872, notice of
proposed rulemaking with respect to the
amendment of the “Income Tax Regula-
tions” (26 CFR, pt. 1) under section 167
to provide an elective guideline class life
system, similar to the class life asset
depreciation range system, for assets
placed in service before January 1, 1971,
for taxable years ending after December
31, 1970, was published in the FroruaL
RecisTer (37 FR 7981). After considera-
tion of all such relevant matter as was
presented by interested persons regard-
ing the rules proposed, the amendment
as proposed is hereby adopted, subject
to the changes which follow:

Paracrarx 1. Section 1.167(a)~12(a) &
changed by revising the fourth sentence
of subparagraph (1), by revising sub-
paragraph (3), by adding a new subpara-
graph (4) (i), and by revising subpara-
graph (5) ), () (b)), (iv), and (v}, to
read as set forth below:

PAr. 2. Section 167(a)-12(h) Is
changed by revising the second sentence
of that portion of subparagraph (1) 85
follows subdivision (ii), and by revising
the first sentence, adding two new
sentences after the first sentence, and
revising the third sentence of subpara-
graph (2), to read as set forth below:

PAR. 3. Section 1.167(a)-12(¢c) Is
changed by revising the first sentence of
subparagraph (1) (1), by revising sub-
paragraph (2) () and (i), by revising
the third sentence of subparagraph (3),
and revising example (1), the first sen-
tence of-example (2), and example (4) of
subparagraph (4), As revised the pro-
visions read as set forth below:

Par. 4. Sectfon 1.167(a)-12(¢)
changed by deleting “120" from subpars-
graph (2) and inserting in leu thereof
a date 150 days after publication in the
FeperaAt Recister, by deleting subpara-
graph (3) (vi) and redesignating sub-
paragraph (3) (vil) as (3) (vl), and by
revising the second and third sentences
of that portion of subparagraph (3) as
follows (vi) thereof, to read as set forih
below:

Par. 5. Section 1.167(a)-12(D i’
changed by revising the first, second,
and third sentences of that portion 06
subparagraph (1) (1) as follows (/) there-
of, by revising subparagraph (1) (ili), by
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adding two new sentences immediately
after the title to subparagraph (1) (iv),
and by adding example (6) to subpara-
graph (2) (D), to read as set forth below:

(Sec. 7805 (68A Stat. 017; 26 UB.C. 7805),
Interns! Revenue Code of 1954.)

{sEAL] DoNALD C, ALEXANDER,
Commissioner of Internal Revenue,

Approved June 1, 1973,

FrepErio W. HICKMAN,
Assistant Secretary
of the Treasury.

In order to provide an elective guide-
line class life system, similar to the class
life asset depreciation range system, for
assets placed in service before January 1,
1971, for taxable years ending after De-
cember 31, 1970, the Income Tax Regu-
lations (26 CFR Part 1) under section
167 of the Internal Revenue Code of 1954
are amended as follows:

The following new section is added
immediately after § 1.167(a)-11 to read
as follows:

£ 1.167(a)=12 Depreciation based on
eluss lives for property first placed
in service before January 1, 1971,

(a)In general—(1) Summary. This sec-
tion provides an elective class life system
for determining the reasonable allow-
ance for depreciation of certain classes
of asseis for taxable years ending after
December 31, 1970. The system applies
only to assets placed in service before
January 1, 1971, Depreciation for such
assels during periods prior to January 1,
16871, may have been determined in ac-
cordance with Revenue Procedure 62-21.
Accordingly, rules are provided which
permit taxpayers to apply the system in
taxable years ending after December 31,
1970, to such assets without the neces-
sity of changing or regrouping their de-
preclation accounts other than as pre-
viously required by Revenue Procedure
62-21, The system is designed to mini-
mize disputes between taxpayers and the
Internal Revenue Service as to the useful
life of assets, salvage value, and repairs.
See § 1.167(a) ~11 for a similar system for
property placed in service after Decem-
ber 31, 1970, See paragraph (d)(2) of
f L187(a)~11 for treatment of expendi-
tures for the repair, maintenance, re-
habilitation or improvement of certain
property. The system provided by this
section is optional with the taxpayer. An
tlection under this section applies only to
qualified property In an asset guldeline
tlass for which an election is made and
only for the taxable year of election. The
laxpayer's election is made with the in-
ome tax return for the taxable year.
This section also revokes the reserve ratio
test for taxable years ending after De-
cember 31, 1970, and provides transi-
tional rules for taxpayers who after Jan-
uary 11, 1971, adopt Revenue Procedure
62-21 for a taxable year ending prior to
January 1, 1971,

(2) Revocation of reserve ratio test
end other matters. Except as otherwise
Cxpressly provided in this section and in
Paragraph (b) (5) (vl) of §1.167(a)-11,
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the provisions of Revenue Procedure
62-21 shall not apply to any property for
any taxable year ending after Decem-
ber 31, 1970, whether or not the taxpayer
elects to apply this section to any prop-
erty. See paragraph (f) of this section
for rules for the adoption of Revenue
Procedure 62-21 for taxable years ending
prior to January 1, 1971,

(3) Definition of qualified property.
The term *“qualified property” means
tangible property which is subject to the
allowance for depreciation provided by
section 167(a), but only if—

(1) An asset guideline class and asset
guideline period are in effect for such
property for the taxable year, and

(i) The property is first placed In
service by the taxpayer before January 1,
1971,

(1ii) The property is placed in service
before January 1, 1871, but first placed
in service by the taxpayer after Decem-
ber 31, 1970, and is not Includible In
an election under § 1.167(a)-11 by rea-
son of §1.187(a)-11(b)(7) (propert:
acquired as a result of a mere change in
form) or §1,187(a)-11(e)(3)(1) (cer-
tain property acquirec in a transaction
to which section 381(a) applies), or

(iv) The property is acquired and
first placed in service by the taxpayer
after December 31, 1970, pursuant to a
binding written contract entered into
prior to January 1, 1971, and is excluded
in accordance with paragraph (b)(5)
(iv) of §1.167(a)-11 from an election
to apply § 1.187(a)-11,

The provisions of paragraph (e)(1) of
§ 1.167(a)-11 apply In determining
whether property is first placed in serv-
ice before January 1, 1971, See subpara-
graph (4)(ii) of this paragraph for
speclal rules for the exclusion of prop-
erty from the definition of qualified
property.

(4) Requirements of election—(1) In
general. An ¢lection to apply this section
to qualified property must be made
within the time and In the manner
specified in paragraph (e) of this section.
The election must specify that the tax-
payer consents to and agrees to apply all
the provisions of this section. The elec-
tion may be made separately for each
asset guideline class. Thus, a taxpayer
may for the taxable year elect to apply
this section to one, more than one, or
all asset guideline classes in which he has
qualified property. An election to apply
this section for a taxable year must in-
clude all qualified property in the asset
guideline class for which the election is
made.

(i1) Special rules for exclusion of
property from application of this section.
(a) If for the taxable year of election,
the taxpayer computes depreciation un-
der section 167(k) or computes amorti-
zation under sections 169, 185, 187,
188, or paragraph (b) of §1.162-11 with
respect to property, such property is not
qualified property for such taxable year.
If for the taxable year of election, the
taxpayer computes depreciation under
any method of depreclation (other than
a method described in the preceding
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sentence) not permitted by subpara-
graph (5) (v) of this paragraph for any

in an asset guideline class
(other than subsidiary assets excluded
from an election under (b) of this sub-
division), no property in such asset
guideline class is qualified property for
such taxable year.

(b) The taxpayer may exclude from
an election to apply this fection all (but
not less than all) subsidiary assets. Sub-
sidiary assets so excluded are not quali-
fied property for such taxable year, For
purposes of this subdivision the term
“subsidiary assets™ includes jigs, dies,
molds, returnable containers, glassware,
silverware, textile mill cam assemblies,
and other equipment includable In
Group One, Class 5, of Revenue Proce-
dure 62-21 which is ususlly and prop-
erly accounted for separately from other
property and under a method of de-
preciation not expressed in terms of
years,

(iii) Special rule for certain public
ulility property.—(a) In the case of pub-
lic utility property described in section
167(1) (3) (A) (iif) for which no guideline
life was prescribed in Reyenue Proce-
dure 62-21 (or for which reference was
made in Revenue Procedure 62-21 to
lives or rates established by governmen-
tal regulatory agencies) of a taxpayer
which—

(1) Is entitled to use a method of de-
preciation other than a “subsection (1)
method” of depreciation (as defined in
section 167(1) (3) (F)) only if it uses the
“normalization method of accounting"
(as defined in section 167(D (3)(Q))
with respect to such property, or

(2) Is entitled for the taxable year to
use only a “subsection (1) method” of
depreciation,

such property shall be qualified prop-
erty (as defined in subparagraph (3) of
this paragraph) only if the taxpayer
normalizes the tax deferral resulting
from the election to apply this section.
(b) The taxpayer will be considered
to normalize the tax deferral resulting
from the election to apply this section
only if it computes its tax expense for
purposes of establishing its cost of serv-
ice for ratemaking purposes and for re-
flecting operating resuilts in its regulated
books of account using a perlod for de-
preciation no less than the period used
for computing its depreciation expense
for ratemaking purposes and for refiect-
ing operating resuits in its regulated
books of account for the taxable year,
and the taxpayer makes adjustments to
a reserve to reflect the deferral of taxes
resulting from the use of a perlod for
depreciation under section 167 in ac-
cordance with an election to apply this
section different from the period used
for computing its depreciation expense
for ratemaking purposes and for reflect-
ing operating results in its regulated
books of account for the taxable year,
A determination whether the taxpayer
is considered to normalize under this
subdivision the tax deferral resulting
from the election to apply this section
shall be made in & manner consistent
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with the principles for determining
whether a taxpayer is using the "nor-
malization method of accounting” (with-
in the meaning of section 167(1)(3)
(G)). See § 13.13 of the temporary regu-
Iations prescribed by T.D. 7049 approved
June 25, 1970. :

(¢) If a taxpayer, which has elected

to apply this section to any qualified '

public utility property and is required
under (a) of this subdivision to normal-
ize the tax deferral resulting from the
election to apply this section to such
property, fails to normalize such tax
deferral, the election to apply this sec-
tion to such property shall terminate as
of the beginning of the taxable year
for which the taxpayer fails to normal-
ize such tax deferral. Application of this
section to such property for any period
prior to the termination date will not
be affected by this termination.

(5) Determination of reasonable allow-
ance for depreciation.—(1) In general—
The allowance for depreciation of quali-
fied property to which the taxpayer elects
to apply this section shall be determined
in accordance with this section. The an-
nual allowance for depreciation is deter-
mined by using the method of deprecia-
tion adopted by the taxpayer and a rate
based upon a life permitted by this sec-
tion. In the case of the straight-line
method of depreciation, the rate of
depreciation shall be based upon the class
life (or individual life if the taxpayer as-
signs individual depreciable lives in ac-
cordance with subdivision (iii) of this
subparagraph) used by the taxpayer with
respect to the assets in the asset guide-
line class, Such rate will be applied to
the unadjusted basis of the asset guide-
line class (individual assets or deprecia-
tion accounts if the taxpayer assigns in-
dividual depreciable lives) . In the case of
the sum of the years-digits method of
depreciation, the rate of depreciation will
be determined based upon the remaining
life of the class (or individual remaining
lives if the taxpayer assigns such lives in
accordance with subdivision (iil) of this
subparagraph) and is applied to the ad-
justed basis of the class (or individual
accounts or assels) as of the beginning of
the taxable year of election. The remain-
ing life of a depreciation account is deter-
mined by dividing the unrecovered cost
or other basis of the account, as com-
puted by straight-line depreciation, by
the gross cost or unadjusted basis of the
account, and multiplying the resull by
the class life used with respect to the
account. In the case of the declining bal-
ance method of depreciation, the rate of
depreciation for the asset guideline class
shall be based upon the class life (or in-
dividual life if the taxpayer assigns such
lives in accordance with subdivision (iif)
of this subparagraph). Such rate is ap-
plied to the adjusted basis of the class (or
individual accounts or assets) as of the
beginning of the taxable year of election.

(i) Reasonable allowance by refer-
ence to class lives. The amount of de-
preciation for sll qualified property in an
asset guideline class to which the tax-
paver elects to apply this section will
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constitute the reasonable allowance pro-
vided by section 167(a) and the depre-
ciation for the asset guideline class will
not be adjusted if—

{a) The taxpayer’s qualified property
is accounted for in one or more deprecia-
tion accounts which conform to the as-
set guldeline class, and the depreciation
for each such account is determined by
using & rate based upon a life not less
than the class life, or

(b) The taxpayer’s qualified property

is accounted for in one or more deprecia-
tion accounts (whether or not conform-
ing to the asset guideline class) for
which depreciation is determined at a
rate based upon the taxpayer's estimate
of the lives of the assets (instead of the
class life) and the total amount of de-
preciation so determined for the asset
guideline class for the taxable year of
election is not more than would be per-
mitted under (@) of this subdivision for
such year using the method of deprecia-
tion adopted by the taxpayer for the
property.
See subdivision (vii) of this subpara-
graph for determination of reasonable
allowance if depreciation exceeds the
amount permitied by this subdivision.
See paragraph (b) of this section for
rules regarding the determination of
“class life". For rules for regrouping de-
preciation accounts to conform to the
asset guideline class, see subdivision (iv)
of this subparagraph.

(1ii) Consistency when individual lives
are used. If the taxpayer assigns indi-
vidual depreciable lives to assets in ac-
cordance with subdivision (i) (b) of this
subparagraph, even though the total
amount of depreciation for the asset
guideline class will not be adjusted, the
lives assigned to the various assets in
the asset guideline class must be reason-
ably in proportion to their relative ex-
pected periods of use in the taxpayer’s
business. Thus, although the taxpayer
who uses individual asset lives normally
has latitude in thereby allocating the
depreciation for the asset guldeline class
among the assets, if the lives are grossly
disproportionate (as where a short life
iz assigned to one asset and a long life
to another even though the expected
periods of use are the same), the tax-
payer’s allocation of depreciation to par-
ticular assets or depreciation accounts
may be adjusted. For example, the tax-
payer's allocation may be adjusted for
purposes of determining adjusted basis
under section 1016(a) or in allocating
depreciation to the 50-percent limitation
on percentage depletion provided by sec-~
tion 613(a), See paragraph (d) of this
section for rules regarding the use of
individual asset lives for purposes of
classifying retirements as normal or
abnormal,

(iv) Regrouping depreciation ac-
counts —Without the consent of the
Commissioner, the taxpayer may for any
taxable year for which he elects to apply
this section to an asset guldeline class,
regroup his accounts for that and all suc-
ceeding taxable years to conform to the
asset guideline class. Other changes in
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accounting, including a change from item
accounts to multiple-asset accounting
may be made with the consent of the
Commissioner. No depreciation accounts
for which the straight line or sum of the
years-digits method of depreciation i
adopted may be combined under this sec-
tion which would not be permitted to be
combined under part III of Revenue Pro-
cedure 65-13, as in effect on January 1,
1971. Accordingly, whether or not the
taxpayer adopted the guldeline system of
Revenue Procedure 62-21 for a taxabie
year to which part III of Revenue Pro-
cedure 65-13 is applicable, the deprecis-
tion allowance for any taxable year of
election under this section may not ex-
ceed that amount which would have been
allowed for such year if the taxpayer had
used item accounts or year of acquisition
accounts. Thus, for example, if a calen-
dar year taxpayer acquired a $90 assel
on the first day of each year from 1068
through 1870, placed such assets in s
single multiple asset account, adopted
the sum of the years-digits method of
depreciation and used a 5-year depre-
ciable life for such assets, and in 1071
uses the 5-year class life determined un-
der paragraph (b) of this section, the
depreciation allowance for such assets in
1971 under this section may not exceed
$60, that is, the amount which would be
allowed if the taxpayer had used year of
acquisition accounts for the assets for
the years 1966 through 1970.

For purposes of this subparagraph, &
taxpayer’s depreciation accounts con-
form to the asset guldeline class if each
depreciation account includes only assets
of the same asset guideline class.

(v) Method of depreciation—The
same method of depreciation must be
applied to all property in a single depre-
ciation account, The method of depre-
ciation is subject to the limitations of
section 167 (¢) and (§). Except as other-
wise provided In this subdivision, the
taxpayer must apply a method of de-
preciation described in section 167(b)
(1), (2), or (3) for qualified property 0
which the taxpayer elects to apply this
section. A method of depreciation per-
mitted under section 167(b) (4) may be
used under this section if the method
was used by the taxpayer with respect 0
the property for his last taxable year
ending before January 1, 19871, the
method is expressed in terms of years
the taxpayer establishes to the satisfac-
tion of the Commissioner that the
method is both a reasonable and con-
sistent method, and if the taxpayer ap-
plies paragraph (b)(2) of this section
(relating to class lives in special situi-
tions) to determine a class life, that the
method of determining such class life &
consistent with the principles of Revenue
Procedure 62-21 as applied to such 2
method. If the taxpayer has applied 8
method of depreciation with respect 0
the property which Is not described in
section 167(b) (1), (2), (3), or (4) (a5
permitted under the preceding sen-
tence), he must change under this sec-
tion to a method of depreciation de-
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seribed In section 167(b) (1), (2), or
(3) for the first taxable year for which
an election is made under this section.
Other changes in depreciation method
may be made with the consent of the
Commissioner (see sec. 446 and the regu-
lations thereunder). (See also sec. 167
(e).)

(vi) Salvage value. In applying the
method of depreciation adopted by the
taxpayer, the annual allowance for de-
preciation is determined without adjust-
ment for the salvage value of the prop-
erty, except that no depreciation account
may be depreclated below a reasonable
salvage value for the account. See para-
graph (¢) of this section for definition
and treatment of salvage value,

(vil) Reasonable allowance when
depreciation exceeds amount based on
class life. In the event that the total
amount of depreciation claimed by the
taxpayer on his income tax return, in a
claim for refund, or otherwise, for an
asset guideline class with respect to which
an election is made under this section
for the taxable year, exceeds the maxi-
mum amount permitted under subdivi-
sion (i) (@) of this subparagraph—

(a) If the excess is established to the
satisfaction of the Commissioner to be
the resuit of a good faith mistake by the
taxpayer in determining the maximum
amount permitted under subdivision (i)
{a) of this subparagraph, the taxpayer’s
election to apply this section will be
treated as valid and only such excess will
be disallowed, and

(b) In all other cases, the taxpayer's
election to apply this section to the asset
guideline class for the taxable year is in-
valld and the reasonable allowance for
depreciation will be determined without
regard to this section. (See § 1.167(a)-1
(b) for rules regarding the estimated use-
ful life of property.)

(b) Determination of class lives—(1)
Class lives in general. The class life deter-
mined under this paragraph (without
regard to any range or variance per-
mitted with respect to class lives under
§1.167(a)-11) will be applied for pur-
poses of determining whether the allow-
ance for depreciation for qualified prop-
erty included in an election under this
tection Is subject to adjustment. The
taxpayer is not required to use the class
life determined under this paragraph for
burposes of determining the allowance
for depreciation. Except as provided in
subparagraph (2) of this paragraph, the
class life of qualified property to which
the taxpayer elects to apply this section
Is the shorter of—

(1) The asset guldeline period for the
esset guideline class as set forth in
Revenue Procedure 72-10 as in effect on
March 1, 1972 (applied without regard
to any special provision therein with
respect to property predominantly used
outside the United States), or

(1) The asset guldeline period for the
asset guldeline class as set forth in any
supplement or revision of Revenue Pro-
gedure 72-10, but only if and to the extent

v express reference in such supplement
or revislon made applicable for the pur-
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pose of changing the asset guideline
period or classification of qualified prop-
erty to which this section applies.

See paragraph (e) (3) (1ii) of this section
for requirement that the election for the
taxable year specify the class life for
each asset guldeline class. Generally, the
applicable asset guideline class and asset
guideline period for qualified property to
which the taxpayer has elected to apply
this section will not be changed for the
taxable year of election to reflect any
supplement or revision thereof after the
taxable year. However, if expressly pro-
vided in such a supplement or revision,
the taxpayer may, at his option in the
manner specified therein, apply the re-
vised or supplemented asset guideline
classes or periods to such property for
such taxable year and succeeding taxable
years. The principles of this subpara-
graph may be illustrated by the following
example:

Ezample, (1) Corporation X, a calendar
yoor taxpayer, has nssets in asset guide-
line class 204 of Revenue Procedure 72-10
which were placed In service by corpora=
tion X in 1967, 1968, and 1970. Corporation
X also has assets In asset guideline class
22.1 of Revenue Procedure 72-10 which were
piaced In service at varlous times prior to
1871, Corporation X has no other qualified
property. Corporation X elects to npply this
section for 1871 to both classes, Assume that
the class lives are determined under this
subparagraph and not under subparagraph
{2) of this paragraph.

(1) The class llves for asset line
classes 204 and 22.1 are thelr respective
asset guideiine periods of 12 years and 9
years in Revenue Procedure 72-10.

(iil) Accordingly, In the election for the
taxable year, In accordance with paragraph
(e) (3) (111) of this section, corporation X
specifies o class life of 12 years for asset
guldeline class 20.4 and o class life of 9 years
for asset guldeline class 22,1,

(2) Class lives in special situations.—
Notwithstanding subparagraph (1) of
this paragraph, for the purposes of this
section the class life for the asset guide-
line class determined under this sub-
paragraph shall be used if such class life
is shorter than the class life determined
under subparagraph (1) of this para-
graph, If property described in para-
graph (@) (2)(iil) of this section in an
asset guideline class Is acquired by the
taxpayer in a transaction to which sec-
tion 381(a) applies, for purposes of this
subparagraph such property shall be
segregated from other property in the
class and treated as in a separate asset
guideline class, and the class life for that
asset guideline class under this subpara~
graph shall be the shortest class life the
transferor was entitled to use under this
section for such property on the date of
such transfer. In all other cases, the class
life for the asset guideline class for pur-
poses of this subparagraph shall be the
shortest class life (within the meaning
of sec. 4, part II, of Revenue Procedure
62-21) which can be justified by appli-
cation of §§ 3.02(a), 3.03(a), or 3.05, part
II, of Revenue Procedure 62-21 (other
than the portion of such § 3.056 dealing
with justification of a class life by refer-
ence to facts and circumstances) for the
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taxpayer's last taxable year ending prior
to January 1, 1971,

A class life justified by application of
section 3.03(a), Part II, of Revenue Pro-
cedure 62-21 shall not be shorter than
can be justified under the Adjustment
Table for Class Lives in Part III of such
Revenue Procedure. For purposes of this
subparagraph and paragraph (f) (1) (ii)
of this section, the reserve ratio test is
met only i the taxpayer’s reserve ratio
does not exceed the upper limit of the ap-
propriate reserve ratio range or in the
alternative during the transitional period
there provided does not exceed the ap-
propriate “‘transitional upper limit" in
section 3, Part IT, of Revenue Procedure
65-13. References to Revenue Procedure
62-21 include all morifications, amend-
ments, and supplements thereto as of
January 1, 1971, The guideline form of
the reserve ratio test, as described in
Revenue Procedure 65-13, may be ap-
plied for purposes of this subparagraph
in a manner consistent with the rules
contained in section 7, Part II, of Reve-
nue Procedure 65-13 and sections 3.02,
3.03, and 3.05, Part II, of Revenue Pro-
cedure 62-21, The principles of this
subparagraph may be {illustrated by
the following examples:

Ezample (1). Corporation X, a calendar
year taxpayer, has all 1ts assets In asset gulde-
Uno class 204 of Revenue Procedure 72-10
which were placed in service by corporation
X prior to 1971, Corporation X electa to apply
this section for 1971. Fog taxable years 1967
through 1009, corporation X had used a
class life (within the meaning of section 4,
Part II, of Revenue Procedure 62-21) for
assot guideline class 204 of 12 years. The
asset guldeline period in Revenue Procedure
72-10 In effect for 1971 Is also 12 years. As-
sume that for 1060 corporation X's reserve
ratio was below the appropriate reserve ratio
lower limit. However, corporation X could not
justify s class life shorter than the nsset
guideline period of 12 years for 1970 since
corporation X had not used the 12-year class
life for a perlod at least equal to one-half
of 12 years, (See section 3.03(a), Part II, of
Revenue Procedure 62-21.) Accordingly, the
class life for asset gulideline class 204 In
1971 s the asset guldeline period of 12 years
in sccordance with subparagraph (1) of this

paragraph.

Example (2). The facts are the same as
in example (1) except that corporation X had
used n class life of 10 years for guideline class
20.4 since 1967, Corporation X had not used
the class life of 10 yoars for a period at
least equal to one-half of 10 years. However,
in 1968 corporation X's 10-year class lfe
was accepted on audit by the Internal Rev-
enue Service and corporation X met the
reserve ratio test in 1070 for guldeline class
204 using a test lfe of 10 years, (See sec-
tion 3.05, Part II, of Revenue Procedure
62-21,) Accordingly, the class life of 10 years
is justified for 1970 and the class life for
1971 W 10 years In accordance with this sub-
paragraph. If the taxpayer's class life had
not been audited and accepted for 1968,
and in the absence of other circumstances,
the taxpayer could not justify a class life
shorter than the asset guldeline period of
12 years since it had not used the 10-year
class life for a perfod at least equal to one-
half of 10 years. (See section 3.02, Part II,
of Revenue Procedure 62-21.)

Ezample (3). Corporation ¥, a calendar
year yer, has all 1ts nasets in nsset gulde-
line class 13.3 of Revenue Procedure 72-10
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which K were placed In service from 1960
through 1870. Corporation ¥ elects to apply
this section for 1971. The asset guideline
period in Revenue Procedure 72-10 In effect
for 1871 is 16 years. Since 1903 corporation
Y had used a class life of 18 years for asset
guldeline 13.3. At the end of 1869 corporation
Y's reserve ratio for guldellne class 13.3 wns
36 percent, With a growth rate of 8 percent
and a test life of 16 years the approprinte
reserve ratio lower iimit was 87 percent. Cor-
poration Y’'s reserve ratlo of 36 percont was
below the lower limit of the appropriate re-
serve ratio range. Corporation ¥ had used
the 16-year class life for at least eight years,
A class life of 13.5 years for 1970 was jusii-
fied by application of section 3.03(n), Part
II, of Revenue Procedure 62-21 and the Ad-
Justment Table for Class Lives In Part III,
of Revenue Procedure 62-21. The class life
for 1971 is 13,5 years in accordance with this
subparagraph.

(3) Classification of property—(1) In
general. Property to which this section
applies shall be included in the asset
guideline class for the activity in which
the property is primarily used in the
taxable year of election. See paragraph
(d) (5) of this section for rule regarding
the classification of leased property.

(1) Insudbstantial activity. The pro-
visions of Revenue Produce 62-21 with
respect to classification of assets used in
an activity which is insubstantial may be
applied under this section.

(iil) Special rule for certain public
wutilities. An electric or gas utility which
in accordance with Revenue Procedure
64-21 used a composite guideline class
basis for applying Revenue Procedure
62-21 for its last taxable year prior to
January 1, 1971, may apply Revenue
Procedure 72-10 and this section on the
basis of such composite asset guideline
class determined as provided in Revenue
Procedure 64-21, For the purposes of this
section all property in the composite
guldeline class shall be treated as in-
cluded in a single asset guideline class.

(¢) Salvage value—(1) In general—
(i) Definition of gross salvage value—
“Gross salvage” value is the amount
(determined at or as of the time of ac-
quisition but without regard to the appli-
cation of Revenue Procedure 62-21)
which is estimated will be realized upon
n sale or other disposition of qualified
property when it is no longer useful in
the taxpayer’s trade or business or in
the production of his income and is to be
retired from service, without reduction
for the cost of removal, dismantling,
demolition, or similar operations. “Net
salvage” is gross salvage reduced by the
cost of removal, dismantling, demolition,
or similar operations. If a taxpayer
customarily sells or otherwise disposes of
property at a time when such property is
still in good operating condition, the
gross salvage value of such property is
the amount expected to be realized upon
such sale or disposition, and under cer-
tain circumstances, as where such prop-
erty is customarily sold at a time when it
is still relatively new, the gross salvage
value may constitute a relatively large
proportion of the unadjusted basis of
such property. .

(1) Definition of salvage value. “Sal-
vage value” for purposes of this section
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means gross or net salvage value less the
amount, if any, by which reduced by
application of section 167(f). Generally,
as provided in section 167(1), a taxpayer
may reduce the gross or net salvage
value for an account by an amount
which does not exceed 10 percent of the
unadjusted basis of the personal prop-
erty (as defined in section 167(£)(2)) in
the account.

(2) Estimation of salvage value—(i)
In general—For the first taxable year
for which he elects to apply this section,
the taxpayer must (in accordance with
paragraph (e) (3) (iv) (¢) of this section)
establish salvage value for all qualified
property to which the election applies.
The taxpayer may (in accordance with
subparagraph (1) of this paragraph)
determine either gross or net salvage, but
an election under this section does not
constitute permission to change the man-
ner of estimating salvage. Permission to
change the manner of estimating salvage
must be obtained by filing form 3115 with
the Commissioner of Internal Revenue,
Washington, D.C. 20224, within the time
otherwise permitted for the taxable year
or before September 6, 1973. Salvage
value in succeeding taxable vears of elec-
tion will be determined by adjustments of
such initial salvage value for the account,
as retirements occur. This salvage value
established by the taxpayer for the first
taxable year of election will not be re-
determined merely as a result of fluctua-
tions in price levels or as a result of other
circumstances occurring after the close
of such taxable year, See paragraph (e)
(3) (iv) of this section for requirements
that the taxpayer specify in his election
the aggregate amount of salvage value
for an asset guideline class and that the
taxpayer maintain records- reasonably
sufficient to identify the salvage value
established for each depreciation sccount
in the class.

(ii) Salvage as limitation on deprecia-
tion. In no case may an account be de-
preciated under this section below a rea-
sonable salvage value, after taking into
account any reduction in gross or net
salvage value permitted by section 167
(f). For example, if the salvage value of
an account for 1971 is $75, the unad-
justed basis of the account is $500, and
the depreciation reserve is $425, no de-
preciation is allowable for 1971,

(ill) Special rule for first taxable
year —IIf for a taxable year ending prior
to January 1, 1971, the taxpayer had
adopted Revenue Procedure 62-21 prior
to January 12, 1971 (see paragraph (f)
(2) of this section), no adjustment in the
amount of depreciation allowable for any
taxable year ending prior to January 1,
1971, shall be made solely by reason of
establishing salvage value under this
paragraph for any taxable year ending
after December 31, 1970. The principles
of this subdivision may be illustrated by
the following example:

Example ~Taxpayer A had adopted Reve-
nue Procedure 82-21 prior to January 12,
1971, for taxable years prior to 1971, Taxpayer
A had not taken Into account Any aalngo
value for account No. 1 which is one of four
depreciation accounts A has in the class, The

reserve ratio test has been met for all years
prior to 1971 and in accordance with Reve.
nue Procedure 62-21 no adjustments In de.
preciable lives or salvage values were made. Ay
the end of A's taxable year 1970, the unad.
Justed basis of account No. 1 was $10,000 and
the reserve for depreciation was $0 800,
Pursuant to this paragraph. A establishes g
salvage value of $400 for account No, |
(determined at or as of the time of acquisi-
tion). This salvage value s determined tw
be correct. No depreciation is allowable for
account No, 1 in 1671. No depreciation ls
disallowed for any taxable year prior to 1971,
solely by reénson of establishing salvage valus
under this paragraph,

(3) Limitation on adjustment of rea-
sonable salvage value. The salvage value
established by the taxpayer for a depre-
ciation account will not be redetermined
if 1t is reasonable. Since the determina-
tion of salvage value is a matter of esti-
mation, minimal adjustments will not be
made. The salvage value established by
the taxpayer will be deemed to be rea-
sonable unless there is sufficlent basis
for a determination of an amount of
salvage value for the account which ex-
ceeds the salvage value established by
the taxpayer for the account by an
amount greater than 10 percent of the
unadjusted basis of the account at the
close of such taxable year. If the salvage
value established by the taxpayer for the
account is not within the 10-percent
range or if the taxpayer follows the prac-
tice of understating his estimates of sal-
vage to take advantage of this subdivi-
sion, and If there is & determination of an
amount of salvage value for the account
for the taxable year which exceeds the
salvage value established by the taxpayer
for the account for such taxable year, an
adjustment will be made by increasing
the salvage value established by the tax-
payer for the account by an amount
equal to the difference between the sal-
vage value as determined and the salvage
value established by the taxpayer for the
account. For the purposes of this subdivi-
sion, a determination of salvage value
shall include all determinations at all
levels of audit and appellate proceedings,
and as well as all final determinations
within the meaning of section 1313(a)
(1). This subparagraph shall apply fo
each such determination,

(4) Ezamples. The principles of this
paragraph may be illustrated by the
following examples in which it is as-
sumed that the taxpayer has established
salvage value in accordance with this
paragraph and has not followed a prac-
tice of understating his estimates of sal-
vage value:

Example (1) ~Taxpayér B elects to apply
this section for 1971, Assets ¥ and Z are the
only nssets in o multiple asset account of
1967, the year in which the assets were st
quired, The unadjusted basis of asset Y ¥
850,000 and the unadjusted basls of pssel 25
£30,000. B estimated o salvago value of
$55,000 ot the time of acquisition. The prop
erty qualified under section 167(f) (2) snd B
reduced the amount of salvage taken into oo~
count by 88,000 (that {5, 10 percent of $80,000,
under seo. 167(f) ). Thus, {n accordance with
this h and paragraph (e) (3) (iv) (@)
of this section, B establishes a salvage valoe
of $47,000 for the account for 1871, Assume
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that there is not sufficlent basis for deter-
mining o salvage value for the account
greater 852,000 (that is 260,000 minus the
$8,000 reduction under sec, 167(f)). Since
the salvage value of $47,000 established by B
for the account is within the 10 percent
range, 1t i reasonable. Salvage for the ac-
count will not be redetermined.

Example (2). The facts are the same as in
example (1) except that B estimated o gross
salvage value of $50,000 and establishes n
salvage value of $42,000 for the nccount (that
{5, $50,000 minus the $8,000 reduction under
section 167(f)). There is sufficient basis for
determining an amount of salvage value
greater than $50,000 (that is, $58,000 minus
the 88,000 reduction under section 167(f)).
The salvage value of 842,000 established by B
for the account can be redetermined without
regard to the limitation in subparagraph (8)
of this parsgraph, since it s not within the 10
percent range. Upon asudit of B's tax return
for 1071 (& year In which the redetermination
would nffect the amount of depreciation
allowable for the account), salvage value is
determined to be 852,000 after taking into ac-
count the reduction under section 167(f).
Salvage value for the account will be adjusted
to $52,000. -

Ezample (3). The facts are the same as
in example (1) except that upon sudit of
B's tax return for 1971 the examining officer
determines the salvage value to be 858,000
(that 1s, $66,000 minus the $8,000 reduction
under section 167(f)), and proposes to ad-
Just salvage yalue for the acocount to $58,000
which will result In disallowing an amount of
depreciation for the taxable year. B does not
agree with the finding of the examining of-
cor. After recelpt of a “30-day letter” B
walves a district conference and initiates
proceedings before the Appeliate Diviston, In
consideration of the case by the Appellate
Division It is concluded that there is not
sufficlent basis for determining an amount
of salvage value for the account in excess of
$55,000 (that 15, $63,000 minus the $8,000
reduction under section 167(f)). Since the
salvage value of $47,000 established by B
for the asccount is within the 10 percent
range, it 18 reasonable. Salvage value for
the account will not be redete F

zample (4) —For 1971, taxpayer C elects
to apply this section to factory bullding X
which 13 In an item account of 1965, the year
in which the bullding was acquired. The un-
adjusted basis of factory building X is
$90,000. C estimated a gross salvage value for
the account of $10,000, The property did not
qualify under section 167(f) (2). Thus, C
establishes a salvage value of £10,000 for the
account for 1971, Assume that there is not
suflicient basis for determining a salvage
value for the account greater than 814,000,
Bince tho salvage value of $10,000 established
by C for the account {s within the 10-percent
range, it is reasonable. Salvage value for the
ccount will not be redetermined,.

(d) Accounting for qualified prop-
erfy—(1) In general, Qualified property
for which the taxpayer elects to apply
this section may be accounfed for in
any number of item or multiple asset
accounts,

(2) Retirements of qualified prop-
erly—(1) In general. The provisions of
this subparagraph and § 1.167(2)-8 ap-
ply to retirements of qualified property
to which the taxpayer elects to apply this
tection for the taxable year. See subdivi-
slon (i) of this subparagraph for spe-
clal rule for normal retirements.

(i) Adjusted basis of assels retired.
In the case of a taxpayer who depreciates
qualified property in a multiple-asset ac-
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count conforming to the asset guideline
class at a rate based on the class life in
accordance with paragraph (a)(5) (i)
(a) of this section, § 1.167(a)-8(c) (re-
lating to basis of assets retired) shall be
applied by assuming that the class life
is the average expected useful life of the
assets in the account. See §1.167(a)-8,
generally, for the basis of assets retired.

(iii) Definition of normal retirements.
Notwithstanding §1.167(a)-~8(b), the
determination whether a retirement of
qualified property is normal or abnormal
shall be made in light of all the facts and
circumstances, primarily with reference
to the expected period of use of the as-
set in the taxpayer’s business without re-
gard to paragraph (a) (5) (i1) of this sec-
tion. A retirement is not abnormal unless
the taxpayer can show that the with-
drawal of the asset was not due to a
cause which would customarily be con-
templated (in light of the taxpayer's
practice and experience) in setting a de-
preciation rate for the assets without re-
gard to paragraph (a) (5) (i) of this sec-
tion. Thus, for example, a retirement is
normal {f made within the range of years
which would customarily be taken into
account in setting such depreciation rate
and if the asset has reached a condition
at which, in the normal course of events,
the taxpayer customarily retires similar
assets from use in his business. A retire~
ment may be abnormal if the asset is
withdrawn at an earlier time or under
other circumstances, as, for example,
when the asset has been damaged by
casualty or has lost its usefulness sud-
denly as the result of extraordinary
obsolescence.

(3) Special rules—(1) In general. The
provisions of this subparagraph shall
apply to qualified property in & taxable
year for which an election to apply this
section is made.

(i) Repairs. For the purpose of sec-
tions 162 and 263 and the regulations
thereunder, whether an expenditure pro-
longs the life of an asset shall be deter-
mined by reference to the expected pe-
rlod of use of the asset in the taxpayer's
business without regard to paragraph
(a) (5) (ii) of this section.

(1i1) Sale and lease. For the purpose
of comparison with the term of a lease
of such property, the remaining life of
qualified property shall be determined
by reference to the expected period of use
of the asset in the taxpayer's business
without regard to paragraph (a)(5) (iD)
of this section.

(4) Expected period of use. For the
purposes of subparagraphs (2) and (3)
of this paragraph, the determination of
the expected period of use of an asset
shall be made in light of all the facts
and circumstances. The expected period
of use of a particular asset will not nec-
essarily coincide with the class life used
for depreciation (or with the individual
asset life for depreciation under the al-
ternative method in paragraph (a)(5)
(il) (b) of this section for applying the
class life) . Thus, for example, if the ques-
tion is whether an asset has been leased
for a period less than, equal to or greater
than its remaining life, the determina-

14927

tion shall be based on the remaining ex-
pected period of use of the individual
asset without regard to the fact that the
asset is depreciated at a rate based on
the class life in accordance with para-
graph (a) (5) (ii) (a) of this section.

(6) Leased property. In the case of a
lessor of qualified property, unless there
is an asset guideline class in effect for
such lessors, the asset guldeline class
for such property shall be determined by
reference to the actlvity in which such
property is primarily used by the lessee.
See paragraph (b) (3) of this section for
general rule for classification of qualified
property according to primary use, How-
ever, in the case of an asset guideline
class based upon the type of property
(such as trucks or rallroad cars), as dis-
tinguished from the activity in which
used, the property shall be classified
without regard to the activity of the
lessee,

(e) Election under this section—(1)
Consent to change in method of account-
ing. An election to apply this section for
a taxable year ending after December 31,
1970, is a method of accounting but the
consent of the Commissioner will be
deemed granted to make an annual
election.

(2) Time and manner of election. An
election to apply this section to qualified
property for a taxable year shall be made
with the income tax return for the tax-
able year. If the taxpayer does not file a
timely return (taking into account ex-
tensions of time for filing) for the taxable
year, the election shall be filed at the
time the taxpayer files his first return for
the taxable year, The election may be
made with an amended return only if
such amended return Is filed no later
than the later of (@) the time prescribed
by law (including extensions thereof)
for filing the return for the taxable year
or (b) November 5, 1873. See subpara-
graph (3) of this paragraph for infor-
mation required.

(3) Injormation required, The election
to apply this section for a taxable year
must specify:

(1) That the taxpayer makes such
election and consents to, and agrees to
apply, all the provisions of this section;

(ii) Each asset guideline class for
which the taxpayer makes the election;

(iii) The class life for each asset
guideline class for which the taxpayer
makes an election and whether the class
life is determined under paragraph (b)
(1) or (2) of this section;

(iv) For each asset guideline class,
as of the end of the taxable year of elec-
tion, (a) the total unadjusted basis of
all qualified property, (b) the aggregate
of the reserves for depreciation of all
accounts in the asset, guideline class, and
(¢c) the aggregate of the salvage value
established for all accounts in the asset
guideline class;

(v) Whether the taxpayer elects to
apply Revenue Procedure 72-10 on a
composite asset guideline class basis in
accordance with paragraph (b) (3) (iif)
of this section; and

(vl) Such other information as may
reasonably be required, including all or
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any part of the type of information speci-
fied in paragraph (f) (4) of § 1.167(a)-11,

A taxpayer who makes an election to ap-
ply this section for an asset guideline
class shall maintain books and records
reasonably sufficlent to identify the un-
adjusted basis, reserve for depreciation
and salvage value established for each
depreciation account in the asset guide-
line class. Form 5008 will be provided for
making the election and submission
of the Information required. An elec-
tion may be made and the Informa-
tion submitted only in accordance with
such forms. An election will not other-
wise be rendered invalid under this para-
graph so long as there is substantial
compliance, in good faith, with the re-
quirements of this paragraph.

(f) Depreciation jfor tarable years
ending before January 1, 1971—(1)
Adoption of Revenue Procedure 62-21—
(1) In general. Except as provided in sub-
division (i1) of this subparagraph, a tax-
payer may elect to be examined under
the provisions of Revenue Procedure
62-21 for a taxable year ending before
January 1, 1971, only in accordance with
the rules of this paragraph. The elec-
tion must specify:

(a) That the taxpayer makes such
election and consents to, and agrees
to apply, all the provisions of this
paragraph;

(b) Each guideline class and taxable
year for which the taxpayer elects to be
exnn;lncd under Revenue Procedure
62-21;

(¢) The class life claimed for each
such guideline class;

(d) The class life and the total
amount of the depreciation for the
guldeline class claimed on the last in-
come tax return for such taxable year
filed prior to January 12, 1971 (or in case
no income tax return was filed prior to
January 12, 1971, on the first income tax
return filed for such taxable year);

(¢) The class life claimed and the total
amount of depreciation for the guideline
class under the election to apply Revenue
Procedure 62-21, in accordance with this
paragraph, for the taxable year; and

(/) If the class life or total amount
of depreciafion for the guideline class is
different in (d) and (e) of this subdi-
vision, a reasonable description of the
computation of the class life in (e) of
this subdivision, the amount of difference
in tax liability resulting therefrom, and
the amount of any refund or reduction
in any deficiency in tax. The election
shall be made in an amended tax return
or claim for refund (or by a supplement
to the tax return or clalm) for the tax-
able year, and if the class life or total
amount of depreciation for the guideline
class is different in accordance with (f)
of this subdivision, such difference shall
be reflected in the amended tax return
or claim for refund, Forms may be pro-
vided for making the election and sub-
mission of the information. In the case
of an election made after issuance of
such forms and more than 30 days after
publication of notice thereof in the In-
termal Revenue Bulletin, the election
may be made and the Information sub-
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mitted only in accordance with such
forms, An election will not otherwise be
invalid under this paragraph so long as
there is substantial compliance, in good
faith, with the requirements of this

paragraph.

(i) Special rule. The provisions of this
subparagraph shall not apply to a guide-
line class in any taxable year for which
the taxpayer has prior to Januery 12,
1971, adopted Revenue Procedure 62-21
for such class. See subparagraph (2) of
this paragraph for determination of
adoption of Revenue Procedure 62-21
prior to January 12, 1871,

(ii1) Justification of class life claimed
and limitations on refunds.—If the tax-
payer elects for a taxable year to be
examined under the provisions of Rey-
enue Procedure 62-21 in accordance with
subdivision (i) of this subparagraph, any
of the provisions of Revenue Procedure
62-2]1 may be applied to justify a class
life claimed on the income tax return
filed for such year or to offset an increase
in tax liability for such year. Unless it
meets the reserve ratio test, no class life
will be accepted on audit which (after all
other adjustments In tax liability for
such year) results in a reduction (or
further reduction) in the amount of tax
liability shown on the income tax re-
turn (specified in subdivision (i) (d) of
this subparagraph) for such taxable
year, or results in an amount of loss
carryback or carryover to any taxable
year, but if it is justified under Revenue
Procedure 62-21 and meets the reserve
ratio test, a class life will be accepted on
audit without regard to the foregoing
lmitations and, for example, may pro-
duce a refund or credit against tax. For
example, if a class life of 9 years is other-
wise justified under Revenue Procedure
62-21 for 1969, but the taxpayer does
not meet the reserve ratio test for 1969
using a test life of 9 years, a class life
of 9 years (or any class life justified
under Revenue Procedure 62-21) will be
accepted on audit under Revenue Proce-
dure 62-21 pursuant to an election in
accordance with this paragraph provided
it does not result in the reduction or
further reduction in tax Hability or in
an amount of loss carryback or carryover
as described in the preceding sentence,
On the other hand, for example, if &
class life of 10 years is justified under
Revenue Procedure 62-21 for 1869 and
the taxpayer meets the reserve ratio test
for 1969 using a test life of 10 years,
a class life of 10 years will be accepted
on audit under Revenue Procedure 62-21
pursuant to an election in accordance
with this paragraph even though it re-
sults in a reduction or further reduction
in tax liability or in an amount of loss
carryback or carryover as described above
and produces a refund of tax. For pur-
poses of this section, the term “audit”
includes examination of claims for re-
fund or credit against tax.

(iv) Definitions.—For purposes of this
paragraph, the determination whether
the reserve ratio test is met shall be
made In accordance with that portion of
paragraph (b)(2) of this section which
is by express reference therein made ap-

plicable to this paragraph. In addition,
the guideline form of the reserve rutlg
test, as described in Revenue Procedurs
65-13, may be applied. * * * For pur-
poses of this ph, references to
Revenue Procedure 62-21 include gl
modifications, amendments, and supple.
ments thereto as of January 11, 1471,
The terms “class life" ‘snd “guldeline
class" have the same meaning as in
Revenue Procedure 62-21.

(2) Determination whether Revenye
Procedure 62-21 adopted prior to Jany-
ary 12, 1971—(1) In general. For the pur-
poses of this paragraph, a taxpayer wil
be treated as having adopted prior to
January 12, 1971, Revenue Procedure 62-
21 for a guldeline class for a taxable
frear ending before January 1, 1971, only

(a) For the guldeline class and taxa-
ble year, the taxpayer adopted Revenue
Procedure 62-21 by expressly 50 indi-
cating on the income tax return filed for
such taxable year prior to January 12,
1971;

(b) For the guideline class and taxa-
ble year, the taxpayer adopted Revenue
Procedure 62-21 prior to January 12,
1871, by expressly so indicating In a pro-
ceeding before the Internal Revenue
Service (such as upon examination of
the income tax return for such taxable
yvear) and there is reasonable evidence
to that effect; or

(¢) There is other reasonable evidence
that prior to January 12, 1971, the tax-
payer adopted Revenue Procedure 62-21
for the guideline class and taxable vear,

If not treated under (D) or (¢) of this
subdivision as having done so for the last
taxable year ending before January I
1971, and if the taxpayer files his firsl
income tax return for such taxable year
after January 11, 1971, the taxpayer wil
be treated as having adopted Re\'(-x‘.u:
Procedure 62-21 prior to January 12,
1871, for a guideline class for such taxa-
ble year if he expressly so Indicated on
that return, or is treated under this sub-
paragraph as having adopted Revenue
Procedure 62-21 prior to January 12,
1971, for that guideline class for the im-
mediately preceding taxable year.

(1) Examples. The principles of this
subparagraph may be {llustrated by the
following examples:

Ezample (1). Taxpayer A, an individudl
who uses the calendar yoar as his taxabi
year, has property In Group Three, Clas
16(a), of Revenue Procedure 62-21, On A%
income tax return for 1968, filed pricr W
January 12, 1871, he adopted Revenue Pro-
cedure 62-21 for the guideline ciass Ly ¥
indicating under “Summary of Deprecintion
in the appropriate schedule of Form 1040 o
1068, Under subdivision (1)(a) of this sub-

h, A i5 treated as having adopud
Revenue Procedure 62-21 for the guldellns
class for 1968 prior to January 12, 1871,

Ezample (2). Taxpayer B, an mdmdugl
who uses the calendar year ns his taxsbi¢
yoar, has property in Group Two, Class 5, of
Revonue Procedure 62-21. B filed timely 18
come tax returns for 1066 through 1063 but
did not adopt Revenue Procedures 62-21 o2
any of such returns. In 1960 n sudit of
B's taxable years 1966 through 1068, B exer
cised his option to be examined under the
provisions of Revenue Procedure 62-21. T
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Revenue Agent’s report shows that B was
examined under Revenue Procedure 62-21
for taxable years 1066 through 1068. B will
pe treated under subdivision (U1) (b) of this
subparagraph a3 having adopted Revenue
Procedure 62-21 for such years prior to
January 12, 1971,

rample (3). The facts are the same as
{n example (2) except that B did not upon
cxamination by the Revenue Agent in 1969
exercise his option to be examined under
Revenue Procedure 62-21. B has six accounts
in the guideline class, Nos, 1 through 6. The
Revenue Agent proposed to lengthen the de-
preciable lives on accounts Nos, 2 and 3
from 8 years to 12 years. In proceedings be-
fore the Appellate Division in 1970, B exer-
clsed his option to be examined under the
provisions of Revenue Procedure 62-21. This
s shown by correspondence between B and
the Appeliate Conferee as well as by other
documents in the case before the Appellate
Division. The case was settled on that basis
before the Appellate Division without ad-
justment of the depreciable lives for B's ac-
counts Nos, 2 and 3. B will be treated under
subdivision (1) (b) of this su as
having adopted Revenue Procedure 62-21 for
taxable years 1066 through 1068 prior to
January 13, 1871.

Example (4). Corporstion X uses the
calondar year as its taxable year and has
sssets In Group Two, Class 5, of Revenue
Procedure 62-21. in 1064, corpo-
ration X used the guideline life of 10 years
s the depreciable life for all assets in the
guldeline clasa. In 1967, corpormation X's
taxable years 1964 through 1966 were exams-
ioed and X exercised Its option
to be examined under the provisions of Reve-
nue Procedure 62-21. Corporation X did not
adopt Revenue Procedure 62-21 on any of
ita income tax returns, for the years 1064
through 1070, Corporation X has not been
examined since 1967, but has continued to
use the guldellne life of 10 years for all
property in the guideline class including ad-
ditions since 19686, on X will be
treated under subdivision (i) (¢) and (d)
of this subparagraph as having adopted Reve-
nue Procedure 62-21 prior to January 12,
1671, for taxable yoars 1964 through 1070.

Example (5), Corporation Y uses the cal-
endar year as its taxable year and has asset
in Group Two, Olass 5, of Revenue Proce-
dure 82-21. Since 1964, corporation Y has
used various depreciable lives, based on the
facts and circumstances, for different ac-
counts in the guldeline class, Corporation Y
Wis examined In 1968 for taxable years 1965
through 1067. Corporation Y was Aalso
examined in 1970 for taxable years 1068 and
1069, Corporation Y did not exercise 1ts
option to be examined under the provisions
of Revenue Procedure 62-21. Corporation Y
has not adopted Revenue Procedure 62-21
on any income tax return, For taxable years
1964 through 1970, corporation Y's class life
(wWithin the m of section 4, Part II,
of Revenue Procedure 62-21) wns between 12
and 14 years. In August of 1071, corporation
¥ flled amended income tax returns for
1568 and 1069, and an fncome tax return
for 1970, using a depreciable 1ife of 10 years
(equal to the guldeline life) for all aseets in
the guldeline class, Corporation ¥ will not
ba treated as having adopted Revonue Pro-
tedure 62-21 prior to January 12, 1971,

Erample (6) ~Corporation Z uses tho cal-
endar year as its taxable year and has assots
in group 2, class 5, of Revenue Procedure
62-21, Corporation 2 adopted Revenue Proce-
dure 62-21 for this guldeline class by ex-
Pressly o Indicating on its tax return for
1098, which was filed before January 12, 1971,
Corporution Z computed its allowable de-
Preciation for 1966 aa if it adopted Revenue
Frocedure 62-21 for this guideline olass for
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its taxable years 1962 through 1965, although
it had carlfer filed its tax returns for those
yoars without regard to Revenue Procedure
62-21, The depreciation thus claimed in 1068
was less than what would have been allow-
able if corporation Z first adopted Revenue
Procedure 62-21 in 1968, This waa the result
of certain accounts becoming fully depre-
clated through use of Revenue Procedure
62-21 In computing deprecistion for 1062
through 1965, In addition, in deferred tax
accounting procedures employed before Jan-
uary 12, 1071, for financial reporting pur-
poses, corporation Z calculated its tax de-
ferrals on the basis that It had adopted
Revenue Procedure 62-21 for the years 1062
through 1065, Corporation Z will be treated
under subdivision (1)(c) of this subpara-
graph as having adopted Revenue Procedure
62-21 for taxable years 1962 through 1865
prior to January 12, 1071,

[FR Doc.73-11322 Filed 6-6-73;8:456 am|

Title 38—Pensions, Bonuses, and
Veterans' Relief

CHAPTER |—VETERANS
ADMINISTRATION

PART 3—ADJUDICATION

Subpart A—Pension, Compensation, and
?ependency and Indemnity Compensa-
ion
APPORTIONMENTS

On page 10280 of the FEpERAL REGIS-
e of April 26, 1973, there was published
a notice of proposed regulatory develop-
ment to amend § 3.461 to provide a spe-
cific amount to be added to the widow's
basic rate of dependency and indemnity
compensation for each child under 18
yvears of age and eliminate the limitation
on the amount payable. Interested per-
sons were given 30 days in which to sub-
mit comments, suggestions, or objections
regarding the proposed regulation.

No written objections have been re-
ceived and the proposed regulation is
hereby adopted without change and is
set forth below.

Effective date.—This VA regulation is
effective December 1, 1969.

Approved June 1, 1973,
By direction of the Administrator.

[sEAL] Rurus H. WILsON,
Associate Deputy Administrator.

To reflect the amendment of 38 U.S.C.
411(d), paragraph (b) (4) (ii) of § 3.461,
part III, Code of Federal Regulations, is
amended to read as follows:

§ 3.461 Dependency and indemnity com-
pensation. ]

(b) Rates payable. * * *

(4) Where the widow has elected to
receive dependency and indemnity com-
pensation instead of death compensation
and there is a child or children over the
age of 18 years, the amount of depend-
ency and indemnity compensation pay-
able to or for such child will be included
in determining the total dependency and
indemnity compensation payable. The
share of dependency and indemnity com-
pensation for such child will be which-
ever is the greater.

(i) 'The share which would have been
payable as death compensation subject to
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the limitation that the total payable in
the case will not exceed the total depend-
ency and indemnity compensation which
is authorized for a widow and a child or
children, If any, under 18 years of age
and a child who is a school child.

|FR Doc.73-11381 Piled 6-6-73:8:45 am|

PART 21—VOCATIONAL
REHABILITATION AND EDUCATION
Miscellaneous Amendments

On pages 8523 through 8533 of the
FeoeraL Recister of April 3, 1973, there
was published a notice of proposed rule-
making to amend sections in part 21 to
provide for increases in monthly rates
and other liberalizations in the educa~
tional assistance and vocational rehabili-
tation programs, Interested persons were
given 30 days in which to submit com-
ments, suggestions, or objections regard-
ing the proposed .

Three comments were recelved. The
suggested changes in these comments
generally would require changes in the
law. Therefore, these proposed regula-
tions were not amended based on the
comments received and the proposed reg-
ulations are hereby adopted without
change and are set forth below.

Effective date.—There are seven effec-
tive dates pertaining to these changes.
The effective date for the rate changes is
October 1, 1972 except for those veterans
and eligible persons in training on the
date of enactment, October 24, 1972, the
effective date is the date of commence-
ment of the current enrollment period,
but not earlier than September 1, 1972.
The effective date for correspondence
program changes shall be, as to eligible
wives and widows, January 1, 1973, and
as to eligible veterans shall apply only to
those enroliment agreements entered into
after December 31, 1972. For all contracts
signed before January 1, 1973, the $175
rate and current program provisions will
remain in effect. The advance payment
provision is effective August 1, 1973, un-
less the Administrator certifies an earlier
date to Congress. The prepayment provi-
sion is effective November 1, 1972. The
effective date for the apportionment pro-
vision is January 22, 1973, which is 90
days after the date of enactment. All
other provisions covered in these regula-
tory changes are effective the date of
enactment of the law, October 24, 1972,
(Catalog of Federal Domestic Assistance
Program Noa,: 64.111, Veterans Educational
Assistance (GI Blll); 64.116, Vocational Re-
habllitation for Disabled Veterans (Voca-
tional Rehabllitation); and 64,117, War Or-
phans and Widows Educsational Assistance,)

Approved June 1, 1973.
By direction of the Administrator.

[SEAL) Rurus H. WILSON,
Associate Deputy Administrator.

1. In §21.130, paragraph (a)
amended to read as follows:
§ 21.130 Subsistence allowance.

(a) Payments. Each veteran under
chapter 31 will be paid a subsistence al-
lowance at the rates specified in § 21.133.

is
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After the initial payment, subsequent
payments for institutional courses will
be made each month in advance. Final
payment may be withheld until proof of
continued enrollment is received and the
at;::uounz adjusted. Allowance will be paid
w. el

(1) He is in training status,

(2) He is in approved leave stalus.
(A veteran will continue to be paid sub-
sistence allowance even though he is
hospitalized while in a leave status; re-
celving drill pay, flight pay or commuted
rations as & member of a Reserve force;
or while not on active duty, is receiving
service department retirement or re-
tainer pay.)

2. In $21131, paragraph (¢) s
amended to read as set forth below, and
paragraph (e) is revoked. -

§ 21.131 Commem:ln; dalca.

) Correctam ol muuarv records.
Where eligibility of a veteran arises as
the result of correction of military rec-
ords under 10 US.C. 1552 or a change,
correction or modification of a discharge
or dismissal pursuant to 10 U.8.C. 1553,
or other corrective action by competent
military authority, the commencing date

RULES AND REGULATIONS

of subsistence allowance which is other-
wise payable will be the latest of the fol-
lowing dates:

(1) Date the application for change,
correction or modification was filed with
the service department, in either an
original or a disallowed Veterans Ad-
ministration application;

(2) Date of receipt of Veterans Ad-
ministration application; or

(3) One year prior to reopening of
disallowed claim.

(e) [Revoked]
3. In §21.132, paragraph (g) 1is

amended and paragraph (1) is revoked
to read as follows: |
§ 21.132 Reduction or discontinuance.

- - - - -

(B) Reduction in rate of pursuit of
course, End of month in which reduction
occurred.

- - - - -

(1) [Revoked]
4. Section 21.133 is revised to read as
follows:

§21.133 Rates.

Subsistence allowance is payable at
the following monthly rates:

Monthly rate of sulststence allowance

Type of tralning No One Two Mare than
drpendent  dependent  dependents two
dependents
Tustitutional:
Full time. ... $170 211 248 18
1yt : i - 15 '
Institutional onfarm (IOF), spprentice or other onjob e
(orn- (all e only) . e cvnanaas HE 1m 27 "
bination (knst lu:uoml nnd OJT) (l"uu time only):
Institutional 3§ £imo OF MOTR - .« .\ ove e ennnas 1 m 2438 18
Institutional mlhm Ihm« <0 145 n P "
Coormlln (I‘un time only.
T T R R S S WS 170 M wo 18
Businesy/Industry fall time, 148 170

m USs.C. tsom:))

! For onjob training, subsistonce allowance may not exceed the difference betwoen the monthly tratnin wage,
exclusive of overtime, and the entrunce Journeymuan wage for the voteran's objective. L .

5. Section 21.136 is revised to read as
follows:

§ 21.136 Two-veleran cases; dependents,

The payment of additional subsistence
allowance under §21.133 to a veteran
for a wife who is also a veteran and for a
child will not bar the payment of addi-
tional subsistence allowance or educa-
tional assistance -allowance under § 21.-
4136 to the wife for her husband and the
same. child.

6. Section 21.138 i5 added to read as
follows:

§ 21.138 Advance payment.

(n) Eligibility. Subsistence allowance
at the rates specified in § 21.133 shall
be paid to an eligible veteran enrolled in
an approved educational institution on
a half-time or more basis.

(b) Payment. The amount of the pay-
ment is not to exceed the subsistence
allowance for the month or fraction
thereof in which the course will com-
mence plus the subsistence allowance for
the following month. Upon application
and completion of arrangements for en-
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rollment and if there is no evidence in
the veteran’s file showing that he is not
eligible for such an advance, the check,
made payable to the veteran, shall be
maliled to the institution for delivery to
the veteran upon registration. No deli-
very shall be made more than 30 days
in advance of commencement of his pro-
gram. Subsequent payments shall be
made each month in advance subject to
information furnisbed by the Veterans
Administration staff or the training
facility. Final payment may be withheld
until certification is received that the
veteran pursued his course and any
necessary adjustments made.

(¢c) Certification. Payment will be au-
thorized upon receipt of the proper
certification which contains the follow-
ing information:

(1) The veteran is eligible for educa-
tional benefits;

(2) He has been accepted by the in-
stitution or is eligible to continue his
training there;

(3) He has notified the Institution of
his intention to attend that institution
or to reenroll In it;
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(4) The number of semester or uuk
hours to be pursued by the veteran; onq

7. In § 21.253(b), subparamph 2
amended to read as follows:

£ 21.253 Additional considerations inci.
dent to supervision,

(b) Loans from vocational rehabilitq-
tion revolving fund., * * *

(2) No advancement from the revoly.
ing fund of more than $200 shall be muade
at one time, and in no case shall the
total outstanding advancements exceed
$200. Advancements to be made in
multiples of $10 shall be made only upon
a showing of necessity and then only
to the extent of such need. No interest
will be charged on the funds advanced
and no additional advancement shall be
made to a veteran until the money pmx-
ously advanced has been repaid in full,
except in meritorious cases. (38 USC,
1507; Public Law 92-540, 86 Stat, 1074

8. Section 21.1030 is revised to read as
follows:

§ 211030 Claims.

A specific claim in the form prescribed
by the Administrator must be filed by the
veteran in order for an educational as-
sistance allowance to be paid. In addi-
tion servicemen must consult with their
service education officer before applying
for educational assistance, (38 USC,
1671)

9. Immediately [following § 21.1032,
the cross references are amended to read
as follows:

Cross REFERENCES: Due process; procedural
and appellate rights with regard to disabllity
and death benefits and related reltef. See
§ 3,103 of this chapter,

Computation of time limit, See §3.110 of
this chapter.

10. In §21.1041, paragraphs (a)
and (d)(2) are amended as follows:

§21.1041 Periods of entitlement.

(a) General. * * *

(4) The 36-months limitation may be
exceeded where an extension is author-
{zed under paragraph (d) of this section,
or where no charge against entitlement
is made based on a course or couIses
pursued at a secondary school level, 85
provided In § 21,1045(a), pursued by &
veteran under the program of special
assistance for the educationally disad-
vantaged or by a serviceman under the
predischarge education program, or pur-
sued by a wife or widow under the speclal

4)

assistance for the educationally disad-
vantaged program.
- - - » »

(d) Eztension. The period of entitle-
ment, including the 36-months period.
may be extended, but not beyond the
8-year delimiting date specified 0
§ 21.1042:

. - » - .

(2) To the end of the course or for
12 weeks, whichever is less, in all other
schools, when the period of entitlement
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ends after more than half of the course
nas been completed. In a course con-
sisting exclusively of flight training and
in a course pursued exclusively by cor-
respondence, the period of entitlement
will be extended to the end of the course
or for the total additional amount of
instruction that $816 will provide, which-
ver Is less. (38 US.C, 1661)

11. In § 21.1045(a) , subparagraphs (2)
and (4) are amended and subparagraph
(5) is added; and paragraph (b) is
amended so that the amended and added
material reads as follows:

§21.1045 Entitlement charges.

(a) Residence courses. * * *

(2) Flight training courses; Chapter
34. A charge against the period of en-
titlement for a program consisting ex-
clusively of flight training will be made
on the basis of 1 month for each $220
which is paid to the veteran as an educa-
tional assistance allowance for such
course. Where the computation results in
2 period of time other than a full month,
or other than exactly three-fourths, one-
half, or one-fourth fractional part of a
month, the figure will. be reduced to the
next lower quarter. (38 US.C. 16877(b);
Public Law 92~-540, 86 Stat. 1074)

. - . - -

(4) Chapter 35. Except as provided in
subparagraph (5) of this paragraph,
charges against a period of entitlement
will be made in terms of full months and
fractions of a month for periods during
which the eligible person is enrolled in
an approved course. Where a program
of education is pursued on a full-time
basis the total elapsed time will be
charged, Where a program Is pursued
on 8 three-fourths, one-half time or less
than half-time basis, a proportionate
rate of the elapsed time will be charged.
Where the computation resulis in a pe-
riod of time other than a full month, or
other than exactly three-fourths, one-
half, or one-fourth fractional part of a
month, the figure will be reduced to the
next lower quarter fraction of a month.

(5) Secondary school training; Chap-
ter 35 wife or widow. No charge will be
made against the entitlement of a wife
or widow based on a course pursued un-
der the circumstances outlined in
i 21,4237, special assistance for the edu-
tationally  disadvantaged. (38 US.C.
1733; Public Law 92-540, 86 Stat. 1074)

(b) Correspondence courses—i1) High
school courses. ‘The provisions of para-
graph (a) (1) of this section, except to
Servicemen on active duty, and para-
graph (a)(5) of this section are appli-
table to correspondence courses at a
stcondary school level,

(2) Other courses. Except as provided
In paragraph (b) (1) of this section, the
period of entitlement of any eligible vet-
fran who s pursuing a program of edu-
catlon exclusively by correspondence
Wil be charged with 1 month for each
$I75 paid to the veteran as an educa-
Honal assistance allowance for such
Soume for contracts entered into before
tﬂmmry 1, 1973. For agreements en-

ered into after December 31, 1972, the
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period of entitlement of any eligible vet-
eran, wife, or widow who is pursuing a
program of education exclusively by cor-
respondence will be charged with 1
month for each $220 paid fo the veteran,
wife, or widow as an educational assist-
ance allowance for such course. Where
the computation results in a period of
time other than a full month, or other
than exactly three-fourths, one-half, or
one-fourth fractional part of a month,
the figure will be reduced to the next
lower quarter (38 U.S.C. 1786(a) (2)).

12, In §21.3020, paragraph (b) is
amended to read as follows:

§ 21.3020 Eduecational assistance,

The program of educational assistance
under 38 U.8.C. Chapter 35, captioned
War Orphans’ and Widows' Educational
Assistance, may be referred to as De-
pendents’ Educational Assistance.

- . - - -

(b) 36-months limitation. Educational
assistance may not exceed a period of
36 months, or the equivalent in part-
time training, unless it is determined
that a longer period is required for spe-
cial restorative training under the cir-
cumstances outlined in § 21.3300(¢) or
except as specified in § 21.3044(c), (38
US.C. 1711, 1733, 1741(b); Public
Law 92-540, 86 Stat. 1074)

13. In §21.3041(d), the introductory
portion preceding subparagraph (1) is
amended and subparagraph (8) is ad-
ded; and paragraph (e)(3) is amended
so that the amended and added material
reads as follows:

§ 21.3041 Periods of eligibility; child. 4

(d) Modified ending date. When one
of' the following occurs between ages 18
and 26, the ending date will be 5 years
from the applicable ending date specified
in paragraphs (d) (1) to (7) of this sec-
tion and 8 years in paragraph (d) (8) of
this section. Where the ending date is
subject to modification under more than
one of paragraph (d) (3), (4), (6), (6)
or (7) of this section, the more favorable
date will apply,

(8) If eligibility for chapter 35 bene-
fits arises before October 24, 1972, edu-
cational assistance for a course of ap-
prentice or other on-the-job training
approved under the provisions of
§ 21,4261 or §21.4262 may be extended
to October 24, 1980 or until age 31,
whichever is earlier.

(e) Eztensions to ending dates. * * *

(3) Period of eligibility as specified
in paragraph (e¢) or (d) of this section
ends while enrolled during last half of
quarter or semester, or during last half
of course not operating on quarter or
semester system: Extended to end of
quarter or semester for schools operat-
ing on quarter or semester system, or
end of course or for 9 weeks, whichever
is earller, for schools not operating on
quarter or semester system. In & course
pursued exclusively by correspondence,
the period of eligibility will be extended
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to the end of the course or for the total
additional amount of instruction that
$462 will provide, whichever 15 less. Ex-
tension may be authorized beyond age
31, but may not exceed maximum en-
titlement., See §21.3044(a). No exten-
sion of the period of eligibility will be
made where training is pursued In a
training establishment as defined In
§21.4200(¢).

14. In §21.3044, paragraph (¢) is
added to read as follows:

§ 21.3044 Entitlement.

(¢) The 36-months limitation may be
exceeded where no charge against en-
titlement is made based on a course or
courses pursued by a wife or widow un-
der the Special Assistance for the Edu-
cationally Disadvantaged program. (See
§ 21.4237)

15. In § 21.3046, the introductory por-
tion preceding paragraph (a) is amended
to read as follows:

§ 21.3046 Periods of eligibility; wives

and widows.

The period of eligibility cannot ex-
ceed 8 years and can be extended only
as provided in paragraph (c) of this
section. If eligibility arises before Octo-
ber 24, 1972, educational assistance based
on a course of apprentice or other on-
the-job training, or correspondence ap-
proved under the provisions of
§§ 21.4256, 21.4261, and 21.4262 will not
be afforded later than October 23, 1980.
The period of eligibility of a wife com-
puted under the provisions of paragraph
(a) of this section, however, will be re-
computed under the provisions of para-
graph (b) of this section if her status
changes to that of widow.

16. In §21.3300, paragraph (¢) s
amended to read as follows:

§ 21.3300 Special restorative training.

(¢) Special restorative training may
be provided in excess of 36 months where
an additional period of time is needed
to complete such training. Entitlement,
including any authorized in excess of 36
months, may be expended through an
accelerated program requiring a rate
of payment in excess of $69 per calendar
month. See §§21.3303 and 21.3333(h)
(B38US.C.1T41(),

» - - » .

17. In § 21.3333, paragraphs (a) and
(b) are amended to read as follows:

§21.3333 Rates,

(a) Rates. Special training allowance
is payable at the following monthly rate
except as provided In paragraph (¢) of
this section.

Course Monthly Acceleratod chargos
rate

Epecial rostora- $220 1f costs for tultion and feea
tive trainlog. averoage In exooss of $R
wonth rate may bo
by such
amount in excess of $00,
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(b) Accelerated charges. The addi-
tional monthly rate may be paid if the
parent or guardian concurs in having
the eligible person’s period of entitlement
reduced by 1 day for each $7.35 that the
special training allowance exceeds the
basic monthly rate of $220. Fractions of
more than one-half day will be charged
as 1 day; fractions of one-half or less will
be disregarded. Charges will be recorded
when the eligible person is entered into
training. (38 U.S.C. 1742)

18, In § 21.4005, paragraphs (a) (1)
and (2) and (b)(2) dv) and (v) are
amended to read as follows:

§ 21.4005 Conflicting interests,

(a) General. (1) Every officer or em-
ployee of the Veterans Administration
who has, while such an officer or em-
ployee, owned any interest in, or re-
ceived any wages, salary, dividends, prof-
its, gratuitles, or services from, any
school operated for profit in which a
veteran or eligible person was pursuing
& course of education under 38 US.C.
chapter 34, 35, or 36 will be immediately
dismissed from his office or employment.

(2) If the Administrator finds that any
person who is an officer or employee of a
State approving agency has, while he was
such an officer or employee, owned any
interest in, or received any wages, salary,
dividends, profits, gratulties, or services
from, a school operated for profit in
which a veteran or eligible person was
pursuing a course of education or train-
ing under Chapter 34, 35, or 36, payments
under § 21.4153 to such State approving
agency will be discontinued unless such
agency takes, without delay, such steps
as may be necessary to terminate the
employment of such person and pay-
ments will not be resumed while such
person is an officer or employee of the
State approving agency, or State De-
partment of Veterans' Affairs or State
Department of Education,

(b) Waiver. Where a request is made
for walver of application of paragraph
(a) (1) of this section, it will be consid-
ered that no detriment will result to the
United States or to veterans or eligible
persons by reason of such interest or con-
nection of such officer or employee, if the

officer or employee:

- - » - -
(2) Meets all of the following
conditions:

(iv) His position does not require him
to perform duties involyved in the inves-
tigation of irregular actions on the part
of schools or veterans or eligible persons
in ;::nnecuon with 38 U.S.C. ch. 34, 35,
or 36.

(v) His position is not connected with
the processing of clalms by, or payments
to, schools, or student enrolled therein
under the provisions of 38 U.S.C. ¢h. 34,
35, or 36.

19. In § 21.4006, the introductory por-
tion of paragraph (a) preceding subpara-
graph (1) is amended to read as follows:
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§ 214006 False or misleading state-
ments,

(a) Except as provided in this section
payments may not be authorized based
on a claim where it is found that the
school or any person has willfully sub-
mitted a false or misleading claim, or
that the veteran or eligible person with
the complicity of the school or other per-
son has submitted such a claim. A com-
plete report of the facts will be made to
the State approving agency, and if in
order to the A General of the
United States (38 U.S.C. 1790).

20. Section 21.4020 is revised to read as
follows:

§ 21.4020 Two or more programs.

The aggregate period for which any
person may receive assistance under two
or more of the laws listed below:

(a) Parts VII or VIII, Veterans Regu-~
lation numbered 1(a), as amended;

(b) Title II of the Veterans’ Readjust-
ment Assistance Act of 1952;

(¢) The War Orphans’ Educational
Assistance Act of 1956;

(d) 38 U.S.C. chs, 31, 34, 35, and 36
and the former Chapter 33

may not exceed 48 months (or the part-
time equivalent thereof), but this sec-
tion shall not be deemed to limit the
perlod for which assistance may be re-
ceived under Chapter 31 alone (38 US.C.
1795) .

21, In §214101, paragraph (b) is
amended fo read as follows:

521.;101 Requirement; 38 U.S.C. ch.

(b) Except as required by §21.4108,
counseling may be required before a
second or subsequent change of program
is approved, or before a change of pro-
gram or reentrance is approved where an
earlier course was discontinued because
of unsatisfactory conduct or progress.
(See § 21,4277)

22, Section 21.4102 is revised to read as
follows:

521.3?)2 Requirement; 38 US.C. ch.

(a) Child. Counseling is required for an
eligible child before approval of an ini-
tial course except when the child has
been accepted for, or is pursuing, courses
which lead to a standard college degree
at an approved institution. Counseling is
required for all eligible children for re-
entrance after discontinuance because of
unsatisfactory conduct or progress, or a
change of program as provided in
§ 21,4106. The counselor will assist in pre-
paring an educational plan if requested
by the eligible person, his parent, or
guardian (38 US.C. 1720; Public Law
92-540, 86 Stat. 1074,

(b) Wife or widow. Counseling is not
required for a wife or widow for approval
of an initial course or for a change from
such course unless the earlier course was
discontinued because of unsatisfactory
conduct or progress or the change con-
stituted a second or subsequent change.
See § 21.4106.
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23. Section 21.4106 1s revised to read o
follows:

§ 21.4106 Counscling; change or reen.
trance.

(a) When required. Counseling, or ad.
ditional counseling, will be require
under the following circumstances unles
it 1s found by the counselor that the
change requested is from & program that
was not considered suitable in the initia
counseling to a program which is sup-
ported by the counseling data, and need
for additional counseling is not shown

(1) 38 U.S.C. ch. 34. For a change from
the initial program if interrupted or dis.
continued due to the veteran’s own mis.
conduct, neglect, or lack of application
for any subsequent changes of program
after the initial change, or for resump-
tion of a course of education which had
been discontinued because of unsatisfac.
tory conduct or progress under § 21.4277,

(2) 38 U.S.C. ch. 35; child, For any
change of program or for resumption of
a course of education which had bes
discontinued because of unsatisfactor
conduct or progress under § 21.4277.

(3) 38 U.S.C. ch. 35, wife or widow, Fur
a change from the initial program if in-
terrupted or discontinued due to the eligi
ble person’s own misconduct, neglect, or
lack of application for any subsequen
changes of program after the initia
change, or for resumption of a course of
education which has been discontinusd
under § 21.4277 because of unsatisfactory
conduct or progress.

(b) Approval. The counselor will res-
ommend approval of a change of pro-
gram or reentrance into the same pro-
gram, if he finds that the program which
the veteran or eligible person proposs
to pursue is suitable to his aptitudes, in-
terests, and abilities; and where the vel-
eran’s or eligible person's program hu
been interrupted, or he has failed %
progress in, his program due to his om
misconduct, neglect, or lack of applics:
tion, the cause for the unsatisfactoy
conduct or progress has been removed
and there exists a reasonable likelihood
that there will not be a recurrence ¢
such an interruption or failure to pro-
gress. Subject to this approval criteria
approval for changes of program sub-
sequent to the second change may M
recommended. Negative determination:
involving unsatisfactory conduct o
progress will be made by the Vocations
Rehabilitation Board.

24. In § 21.4130, the introductory par

tion preceding paragraph (a) is amended
to read as follows:

§ 214130 Educational assistance nllov

ance.

Educational assistance allowance %8
be paid at the rate specified in § 21.41%
or § 21.4137 while the veteran or eligitit
person is pursuing a course of educatios
Except for apprenticeship and on-tb¢
job training programs, no payment Wil
be made based on a course not leadis
to a standard college degree for exce&?_“'
absences as determined under § 21429
(b)., (See §§21.4136(1) and 21.4137¢
for proportionate reduction where I
than 120 hours are completed duris
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month in apprenticeship and on-the-job
training programs). After the initial
payment, subsequent payments for in-
stitutional courses will be made each
month in advance. Final payment may be
withheld until proof of continued en-
rollment is received and the account
adjusted.

» . . . -
95. In § 21.4131(a), subparagraph (4)
is revoked.
§21.4131 Commencing dates.

The commencing date of an award or
increased award of educational assist-
ance allowance will be determined under

‘this section.

(a) Entrance or reentrance including
change of program  or  school
(§21.423¢8), * * *

(4) [Revoked]

- - - » »

26. Section 21.4134 is revised to read
as follows:
£21.4134 Withholding and discontinu-

ance.

Notwithstanding the approval of a
course by a State approving agency, edu-
cational assistance allowance may be dis-
continued if it is determined that the
course of education in which the indi-
vidual is enrolled fails to meet, or the

school has violated, any of the require-
ments of Chapter 34, 35, or 36 (38 US.C.
1700) . Where preliminary evidence indi-
cotés that 1t would be to the best in-
terests of the Government, the station
head may withhold further payments to
persons enrolled in the school until a
determination has been made as to
whether approval should be withdrawn
and whether overpayments exist., Pay-
ments will be promptly released when-
ever the facts developed justify such
action,

27. In § 21,4135, paragraphs (e) and
th) are amended to read as follows:

§21.4135 Discontinuance dates.

The effective date of reduction or dis-
continuance of educational assistance al-
lowance will be specified in this section.
If more than one type of reduction or
discontinuance is involved, the earlfest
date will control.

. - - - -

(&) Course discontinued—course in-
terrupted. Last day of attendance, or at
institutions of higher learning the official
date of change In status under the prac-
tices of the institution, or if enrollment
certified for ordinary school year or com-
plete course and veteran or eligible per-
son has completed one or more terms,
but does not return for the next term,
discontinuance will be effective the end
of the term completed.

. » - » -

M) Required certifications mot re-
telved after certification of enrollment
(83 21.4203 and 21.4.204). (1) If required

FEDERAL

RULES AND REGULATIONS

initial certification is not timely received,
payments will be suspended. If not re-
ceived within 2 months (two quarters
for correspondence) after month due,
discontinue date of enrollment. If cer-
tification is later received, adjustment
will be made based on facts found.

(2) If required subsequent certifica-
tion s not timely received, payment will
be suspended. If not received within 2
months (two quarters for correspond-
ence) after month due, discontinue at
end of the last certified period. If cer-
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tification s later recelved, adjustment
will be made based on facts found.

28. In §21.4136, paragraphs (a), (¢),
(g),and (h) are amended and paragraph
(j) is added so that the amended and
added material reads as follows:

§21.4136 Rates; educational assistance
allowance: 38 U.S.C. ch. 34.

(a) Rates. Educational assistance al-
lowance is payable at the following
monthly rates.

Monthly rate

Additional
Type of courses No One Two for each
dependent  dependent  dependents  addittonal
dependont
Tnstitutionsl:
RS TERE I RC TR L TN R et SIS i ol f ) $18
AN s S e 165 106 2 "
LN SRR SRS LA, 110 131 119 o
Less than 84, but more thun I T M e S et Seeaie b e b b s sty
Tt A R N A R I S RS R S A B i b e G e e St D
Cooperstive, other than farm ccoperntive (full time only).. 197 208 230 "
Apprenties or ool (full time only but see footnote f below).
Paymont designated trainlog asskstancs allownnioe:
9, b R W WA TR IR AT PR 160 1m 194 L
T T U RO e TN A R SRR 120 120 150 5
Third Gmonths. . ... .o.oeee Lo L 116 L

Fourth 6 months and Wdin‘thlhda.:: 40 vl
s o .. B0 per centum of the established charge for number of

Correspondence., .,

Fligit tralning. .

Form cooperative:
Full time.. . .
Htime. ...
etime. .

A0 o

fessons complated by veteran and serviced by school.?
Allowance pald quartesty.

. 90 per centum of the Mnbl{'shnd ¢ for taition and
foes which similarly clrou nonveterans en-
rolied in the same fiight course are required to pay—
Allowanoe pald monthly based on actoal flight
tralning recelved.

- 157 208 56 "

. 133 156 177 11
. 1 118 7
(35 UR.C, 1677, 1652, 1756, 1757)

1 See parngraph (b) of this section

3 Ben {ootnole # of ssotion 21.42700c) for mwasarement of fall time and parsgraph (D of this seetion foe proportionuts
reduction o awerd for completion of Jess than 120 hours por twonth,

3 Establiabed charge menns the

eharge for the cours or cours determined on the bLasls of the lowest oxtended

thme payment plan offercd by the institution and sppeoved by the appropriate State npproving agancy or the sotual
oost for the oligible veternn whichever s the jessr. Evarollments before Jan. 1, 1973 will rocelve 100 per contam of the

established chinrpes.

(¢) Active duty. The monthly rate for
an individual who is pursuing a program
of education while on active duty may
not exceed the monthly rate of the cosl
of the course as specified in paragraph
(b) of this section. For the purpose of
& course pursued under the provisions
of §21.4235(a) (1) “cost of the course"
shall include the cost of books and sup-
plles peculiar to the course which the
institution requires similarly circum-
stanced nonveterans enrolled in the same
or a similar courge to have, Where there
is no same program, the cost of the course
will be established by the Veterans' Ad-
ministration based on a report from the
State approving agency showing the esti-
mated cost for operation of the program
and the anticipated enrollment, Sub-
Ject to these limitations, the rate will be:

Measurement: Rate

P A et e e a b e S m s mm s $220
B B G ot et S v b T S a 1656

AR ot e s L 110

Less than 35, but more than )4
B o e a S S B M s S P s S 110

3% time or 1888 o e e e ee 55

(38 U.S.C. 1682: Publlc Law 02-540, 86 Stal.
1074)

(g) Allowance Idr dependents—(1)
Concurrent benefits. Additional educa-
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tional assistance allowance may be paid
to a veteran concurrently with additional
disability pension or compensation for
the same dependent,

(2) Two-veteran cases. The payment
of additional educational assistance al-
lowance to a veteran for a8 wife who is
2lso a veteran and for a child will not
bar the payment of additional educa-
tional assistance allowance or additiona’
subsistence allowance under § 21,133 to
the wife for her hushband and the same
child. The term “child” Includes a vet-
eran who meets the requirements of
£ 3.57 of this chapter, even though the
“child" is receiving subsistence allow-
ance or educational assistance allowance
under 38 U.S.C. Chapters 31, 34, or 36
'1’5}‘35}? on his own service (38 U.S.C. 1682,

(h) Payment. Educational assistance
allowance at the rates specified in para-
graphs (b) and (¢) of this section for
servicemen on active duty, other than
those training under the predischarge
education program, who are training on
a less than half-time basis, will be paid
to or on behalf of the trainee enrolled
in an institution operating on a term,
quarter, or semester basis in a lump sum
for the entire quarter, semester, or term.
These payments will be made during the
month immediately following the month
in which certification is received from
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the educational institution that the vet-
eran has enrolled in and is pursuing a
program at the Institution.

(i) Advance payment—(1) Eligibility.
Educational assistance allowance at the
rates specified In % 21.4136(a) shall be
paid to an eligible veteran or serviceman
on active duty enrolled in an approved
educational institution on a half-time or
more basis and to all servicemen train-
ing under the predischarge education
program.

(2) Payment. Upon receipt of an ap-
plication and if there is no evidence in
the veteran's or serviceman’s file show-
ing that he is not eligible for such an ad-
vance, the check for the allowance, made
payable to the veteran or serviceman,
shall be mailed to the institution for de-
livery to the veteran or serviceman upon
registration. No delivery by the institu-
tion shall be made more than 30 days in
advance of commencement of his
program.
(1) Veterans. The amount of the pay-
ment is not to exceed the allowance for
the month or fraction thereof in which
the course will commence plus the al-
lowance for the following month. Subse-
quent payments shall be made each
month in advance subject to certifica-
tion regulations set out in §§ 214138,
21.4203, 21.4204, and 21.4205. Final pay-
ment may be withheld until certification
is received that the veteran pursued his
course and any necessary adjustments
made,

(i) Servicemen on active duty. The
payment will be in a lump sum based
upon the amount payable for the entire
quarter, semester, or term, as applicable.
The application must be endorsed by the
school to verify information needed to
determine the lump-sum payment,

(3) Application. Payment will be au-
thorized upon receipt of an application
which in the case of an eligible service-
man has been endorsed by the educa-
tional institution. The application will
contain a certification showing the fol-
lowing information:

(1) The veteran or serviceman is eligi-
ble for educational benefits;

(i1) He has been accepted by the in-
stitution or is eligible to continue his
training there;

(iif) He has notified the institution of
his intention to attend that institution or
to reenroll in it;

(iv) The number of semester, clock or
Carnegie hours to be pursued by the
veteran or serviceman and the cost of
the course for the serviceman; and

(v) The beginnlng and ending dates of
the enrollment peri

(4) Certification jor the predischarge
education program. In addition to the
information required in subparagraph
(3) of this paragraph, the enrollment
certificate shall specify the following:

(1) The program to be pursued has
been approved;

RULES AND REGULATIONS

(i) The anticipated cost;

(1ii) Where the program to be pursued
is other than a high school credit course,
the need of the person to pursue the
course or courses to be taken.

29, In §21.4137, paragraph (a) Is
amended and paragraphs (e), ), and
(g) are added so that the amended and
added material reads as follows:

§ 214137 ' Rates; educational assistance
allowance; 38 U.S.C. ch. 35.

(a) Rates. Educational assistance al-
lowance is payable at the following
monthly rates.

Monthly
Type of courses rate
Institutional:
IR ST o oo w s ns s of i $220
A e TR e S S S 165
3 IR s i i i i i ik sk 110
Less than 34, but more than 1§
BRAIIND e e o M o s 110
1 AImDe OF 1088 - o e n e 55
Cooperative (full time only) ceeeceea.o 177

Apprentice or on-job (full time only
but see footnote! below) :
Payment designated training assist-
ance allowance:

ist 6 months.. 160
24 6 months 120
3d 6 months 80
4th 6 months and succecd

Ing perlods. . cecnae oo 40

Correspondence: 80 percent of the estab-
lishod charge for number of lessons com-

pleted by eligible wife or widow and serv- -Final

iced Dby the school *—allowance pald
quarterly. (38 US.C. 1732, 1788, 1787)

- - » - -

(e) Payment. Educational assistance
allowance at the rates specified in para-
graph (b) of this section will be paid
to or on behalf of the eligible person
enrolled In' an institution operating on
a term, quarter, or semester basis in
alump sum for the entire quarter, semes-
ter, or term, These payments will be
made. during the month immediately
following the month in which certifica-
tion is received from the educational
institution that the eligible person has
enrolled in and is pursuing a program
at the institution,

($4] Proportionate reduction in
monthly training assistance allowance
less than 120 hours. For any month In
which an eligible person pursuing an
apprenticeship or on-job training pro-
gram fails to complete 120 hours of
training the rate specified in paragraph
(a) of this section shall be reduced pro-
portionately in the proportion that the

iSec footnote 5 of §21.4270(g) for meas-
urement of full time and paragraph (f) of
this section for proportionate reduction In
award for completion of less than 120 hours
per month,

* Established charge means the for
the course or courses determined on the
basis of the lowest extended time payment
plan offered by the institution and approved
by the approprinte State approving agency
or the actual cost for the eligible wife or
widow whichever is lesser.

number of hours worked bears to 12
hours. This 120-hour requirement is for
training hours worked and may not in.
clude hours of related training also re.
quired as part of the program. In this
computation the number of houn
worked is to be rounded to the neares
multiple of eight. (See Footnote 5
§214270 as to the requirements for
full-time training.)

() Advance payment—(1) Eligibility,
Educational assistance allowance at the
rates specified in § 21.4137(a) shall be
paid to an eligible person enrolled in an
approved educational institution on 3
half-time or more basis.

(2) Payment. The amount of the pay-
ment is not to exceed the allowance for
the month or fraction thereof in which
the course will commence plus the al
lowance for the following month. Upe
receipt of an application and if there
is no evidence in the eligible persony
file showing that he i5 not eligible for
such an advance, the check, made pay-
able to the eligible person, shall be
mailed to the institution for delivery &
the eligible person upon registration. No
delivery shall be made more than 30 days
in advance of commencement of his
program, Subsequent payments shall b
made each month In advance subjed
to certification requirements set out in
§§ 21,4138, 21.4203, 21.4204, and 21.4205,
payment may be withheld unti
certification is received that the eligible
person pursued his course and any neces-
sary adjustments made.

(3) Certification, Payment will be au-
thorized upon receipt of the application
The application will contain a certifica-
tion showing the following information:

(1) The eligible person is eligible for
educational benefits;

(il) The eligible person has been ac-
cepted by the msutuuon or is eligible &
continue training there

(i) The eligible person has notified
the institution of his intention to attend
that institution or to reenroll in it;

(iv) The number of semester, clock a
Camnegie hours to be pursued by the
eligible person; and

(v) The beginning and ending dates o
the enrollment period.

30. Section 21.4138 Is revised and 8
cross-reference is added following
§ 21.4138 to read as follows:

§21.4138 Certifications.

Educational assistance allowance wil
be paid to or on behalf of a veteran o
eligible person under Chapter 34 or ¥
on the basis of a certification as requirted
in §§ 214136, 21.4137, 21.4203, 21424
and 21.4205 concerning enrollment i1
or the pursuit of a course during the
reporting period. For institutions
courses not leading to a standard col
lege degree:

(a) Where a course is pursued in &
institution operating on a term, quarte
or semester basis on & less than half-tim?
basis or while on active duty, other this
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for training under the predischarge edu-
cation program, a certification by the
institution that the eligible individual
has enrolled will be sufficient for release
of a lump-sum payment to or on behalf
of the individual computed for the en-
tire quarter, semester or term.

(b) Where a course is pursued by an
eligible person or an eligible veteran not
on active duty and on a half-time or
greater basis, an application from such
eligible person or veteran certifying that
he will be enrolled will be sufficient to
release payment of educational assist-
ance allowance representing the initial
payment of an enrollment period, not
to exceed the allowance for the month
or fraction thereof in which the course
will commence plus the allowance for
the following month. Subsequent pay-
ments shall be made each month in ad-
vance subject to submission of reports
from the eligible person or veteran and
the school as required by §§ 21.4203,
214204, and 21.4205. Payment for the
last month of the enrollment period will
be released upon receipt of the final
certification required by $§ 21.4203 and
21.4205.

(c) Where a course is pursued by a
serviceman on active duty on a half-time
or greater basis, or by a serviceman
training under the predischarge educa-
tion program, a certification by the
school that the serviceman will be en-
rolled will be sufficient to release pay-
ment In & lump sum not earlier than 30
days prior to the date the serviceman's
program of training will begin.

Cnoss REFERSNCES: Payments. See §§21.-
4136(h), 21.4137(e).

31, Section 21.4140 is revised to read
as follows: -

§214140 Apportionment.

(a) General. Where In order, that
portion of the educational assistance
allowance payable to a veteran training
under Chapter 34 because of dependents
will be subject to apportionment in ac-
cordance with §3.451 of this chapter,

- subject to the limitations of §3.458 of

this chapter,

(b) Effective date, The effective date
of apportionment will be as prescribed in
§3.400(e) of this chapter,

32. In § 21.4153(c), subparagraph (3)
1s amended to read as follows:

§214153 Reimbursement of expenses,
. - - - L

€} Reimbursable expenses. * * *

3) Administrative expenses. An al-
lowance for administrative expenses for
which payment may be authorized will
be determined in accordance with the
formula contained in this subparagraph.
Salary cost includes basic salary plus
fringe benefits such as Soclal Security,
retirement, and health, accident or life
Insurance which is provided all similarly
tircumstanced State employees,

FEDERAL
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Allowance for

Total salary cost administrative
reimbursabdle expense
85,000 or lesas. oo oo $500.
Over $5,000 but not ex- $900.

ceeding $10,000,
Over $10,000 but not
excesding $35,000.

$800 for the first
$10,000 plus §800
for each addis
tional 85,000 or
fraction thereof,

Over $35,000 but not $5250.
exceeding 840,000,

Over $40,000 but not
exceeding §75,000,

$5,250 for the first
$40,000 plus 8700
for each oddi-
tional 85,000 or
fraction thercof.

Over #75,000 but not 810,450,

$10,450 for the first
$80,000 plus $600
for - each addi-
tional 85,000 or
fraction thercof.

33. In §21.4200, paragraphs (a)(2)
and (c) are amended to read as follows:
§ 21.4200 Definitions,

(a) School, educational institution,
institution. * * *

(2) For Chapter 35 these terms mean
any public or private secondary school,
vocational school, correspondence school,
business school, juriior college, teachers’
college, college, normal school, profes-
sional school, university or scientific or
technical institution or any other insti-
tution if it furnishes education at the
secondary school level or above. They in-
clude institutions which provide special-
ized vocational courses for the mentally
or physically handicapped generally rec-

as on the secondary school level
or above. It also includes training estab-
lishments as defined in aph (¢)
of this section (38 U.S.C, 1701(a) (6)).

(¢) Training establishment. The term
means any establishment providing ap-
prentice or other training on-the-job, in-
cluding those under the supervision of
a college or university or any State de-
partment of education, or any State ap-
prenticeship agency, or any State board
of vocational education, or any joint ap-
prenticeship committee, or the Bureau
of Apprenticeship and Training estab-
lished In accordance with 29 US.C.
Chapter 4C, or any agency of the Fed-
eral Government authorized to supervise
such training (38 U.S.C. 1652(e), 1701
(a)(9); Public Law 92-540, 86 Stat,
1074).

34. Section 21.4201 is revised to read
as follows:

§ 21.4201 Schools listed by Auorney
General.

Enroliment may not be approved for
& course in & school while it is listed by
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the Attorney General under section 12,
Executive Order 10450 (18 FR 2489) (38
U.S.C. 1793).

35. In § 214202, paragraph (a) is
amended to read as follows:

§ 21.4202 Overcharges; restrictions on
enrollments.

(a) Overcharges. When it is found
that a school has charged or received
from any veteran or eligible person any
amount in excess of the established
charges for tuition and fees which the
school requires from similarly circum-
stanced nonveterans or noneligible per-
sons enrolled in the same course, the
school may be disapproved for enroliment
of any person not already enrolled in
the school. A school disapproved for
Chapter 35 purposes before March 3,
1966, is considered disapproved for
Chapter 34 purposes for enrollment of
any veteran not already enrolled (38
US.C.1790) . See § 21.4207.

36. In §21.4203, paragraphs (b) (1)
and (2), (d) (1), (&), and () (1) and (2)
are amended to read as follows:

§ 21,4203 Reports by schools; require-

ments.
. . - - -

(b) Entrance or reentrance. The cer-
tification must clearly specify the pro-
gram objective, Upon receipt of a certi-
fication of enrollment, an official au-
thorization will be fssued showing the
beginning and ending dates of each pe-
riod for which an allowance may be paid.
The authorization will be for the pe-
riod of enrollment or the extent of the
eligible person’s entitlement, whichever
is the lesser. _

(1) Schools organized on a term, quar-
ter, or semester basis may generally re-
port enrollment for the term, quarter,
or semester or the complete course to the
expected date of graduation. Certifica-
tions for the ordinary school year may
include the summer seéssion. Certifica-
tions for the complete course will in-
clude a report of the dates between school
years if the school does not offer a sum-
mer session that includes all or a part of
each month between the spring and fall
term, or the veteran or eligible person
does not intend to attend the summer
session. No allowances are payable for
these intervals. Enrollment certifications
for the complete course are encouraged,
except where the student is a veteran
or eligible person pursuing & program on
a less than half-time basis or is a service-
man. For these students a separate en-
rollment certification will be required for
each term, quarter, or semester.

(2) Schools organized on a year-round
basis will report enroliment for the
length of the course. The certification
will include & report of the dates during
which the school closes for any interval
designated In the school’s approval data
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as breaks between school years. No al-
lowances are payable for these interyals,

(d) Interruptions and terminations.
When a veteran or eligible person inter-
rupts or terminates his training for
whatever reason, including unsatisfac-
tory conduct or progress, this fact must
be reported promptly to the Veterans
Administration.

(1) Where the school offering courses
not leading to a standard college degree
is required to submit a certification, the
information required by this paragraph
and paragraph (c) of this section should
be included in the endorsement to the
veteran's or eligible person’s certification.
The certification will include a report of
absences since the last regular report-
ing period.

(e) Correspondence courses. Where
the course In which a veteran is enrolled
under 38 U.S,C. Chapter 34 or a wife
or widow Is enrolled under 38 US.C.
Chapter 35 Is pursued exclusively by cor-
respondence, the school will report by an
endorsement on the veteran's or eligible
wife’s or widow's certification the num-
ber of lessons completed by the veteran,
wife, or widow and serviced by the school.
Such reports will be submitted quarterly
(38 U.S.C. 1780).

(f) Monthly certification—(1) Courses
not leading to a standard college degree.
A certification must be submitted
monthly, except for those courses pur-
sued by servicemen while on active duty
or on less than one-half time basis, and
except as provided in paragraphs (e) and
(g) of this section, for each veteran and
eligible person enrolled in a course which
does not lead to a standard college degree.
(See § 21.4204.) A report also will be re-
quired before release of the final allow-
ance check. The report will consist of a
certification containing the information
required for release of payment, signed
by the veteran or eligible person and the
school on or after the final date of the
reporting period. The date on which each
person signed must be clearly shown. The
only exception to the requirement of two
signatures is a certification of interrup-
tion of training when the veteran or
eligible person is not available for
signature,

(2) Courses leading to a standard col-
lege degree. Schools which have veterans
or eligible persons enrolled in courses
which lead to a standard college degree
are not required to submit periodic cer-
tifications for students enrolled in such
courses. Certifications are, however, re-
quired under paragraphs (b), (¢), and
(d) of this section.

» » - L »
37. In § 21.4204, paragraphs (a), (¢)

(1), and (d) are amended to read as
follows:

8§ 21.4204 Periodic certifications.
Educational assistance allowance is
payable on the basis of a required cer-
tification concerning the pursuit of a
course during the reporting period.

FEDERAL REGISTER, VOL. 38, NO. io%—IHUISDAV, JUNE

RULES AND REGULATIONS

(a) Reports by schools, veterans and
eligible persons. A veteran or eligible per-
son enrolled in a course which leads to a
standard college degree, excepting those
on active duty and veterans or eligible
persons pursuing the course on a less
than half-time basis, must submit & re-
port as required by the Veterans Admin-
istration, certifying as to continued en-
rollment in and pursuit of his course for
the entire enrollment period. The report
shall be completed and signed by the vet-
eran or eligible person in April each year.
In the case of a veteran or eligible per-
son who completed, interrupted, or ter-
minated his course, any communication
from an authorized official of the zchool
notifying the Veterans Administration
of the veteran’s or eligible person's com-
pletion of course as scheduled or earlier
termination date, will be accepted to re-
lease and terminate payments accord-
ingly. In the case of a scheduled termina-
tion at other than the end of the spring
term, semester, or quarter, a report will
be required during the last month of the
certified period of enroliment. Reports by
other veterans and eligible persons will
be submitted in accordance with § 21.-
4203 (e), (D, or (g).

(¢c) Term, quarter, or semester, For a
course which does not lead to a standard
caollege degree, 1f a school organized on a
term, quarter, or semester basis has re-
ported enrollment:

(1) For the ordinary school year or the
complete course, the periodic certifica-
tion will show the intervals between
terms, quarters, or semesters as absences,

(d) Year-round courses. The periodic
certifications will show any vacation
period or interval between periods of In-
struction as absences. The periodic cer-
tification will not cover the period be-
tween school rrears.

38. In § 21.4206, paragraph (¢) is added
to read as follows:

§ 21.4206 Reporting fee.

(¢) An additional $1 will be paid to
those institutions who have delivered to
the veteran or eligible person at registra-
tion the educational assistance check
representing his advance payment. In
order to recelve this fee, the institution
shall submit to the Veterans Adminis-
tration & certification of delivery of the
check. If the check Is not dellyered
within 30 days after commencement of
the student’s program, the check is to be
returned to the Veterans Administration
(38 US.C. 1780).

39. In §21.4207, the introductory por-
tion preceding paragraph (a) is amended
to read as follows:

§ 21.4207 Failure of school to meet re-
- quirements,

When the Veterans Administration
discovers facts which appear to warrant
a finding that the school Is in violation
of specific criteria of 38 U.S.C. Chapters

34, 35, or 36, Including fallure to meet
requirements for approval of a course
offered to a veteran or eligible persop
and institution of policies regarding pay.
ment of tuition and fees so as to deny
the benefits of the advance payment pro.
gram, the facts will be referred to the
field station Committee on Educationa)
Allowances.

40. In § 21,4209, paragraphs (a) and
(¢) are amended to read as follows:

§ 21.4209 Examination of records.

(a) Availability, The records and ac-
counts of educational Institutions per-
taining to veterans and. eligible perzons
enrolled in programs of education or spe-
cial restorative training under 38 USC
Chapter 34 or 35 will be available for ex-
amination by duly authorized represcnta.
tives of the Government (38 U.S.C. 1750)

(¢) Below college level, apprentice,
and other on-the-job. The school having
veterans or eligible persons enrolled ina
course or courses which do not lead toa
standard college degree will make avail-
able, in addition to the records and ac-
counts required in paragraph (b) of this
section, the records of leave, absences
class cuts, makeup work, and tardiness
Each training establishment which has
enrolled veterans under Chapter 34 or
eligible persons under Chapter 35 wil
also make available payroll records

41 In §214230, paragraph (d) i
amended to read as follows:

§ 21.4230 Requirements.

(d) Provisional; Chapter 35, child,
‘When application for educational asslsl-
ance under Chapter 35 is approved pro-
visionally the eligible child and, i
minor, the parent or guardian also will be
informed of the need to develop a pre-
gram of education consistent with pars-
graphs (a) and (b) of this section. In
those cases where the eligible child hss
been accepted for, or is pursuing, course
which lead to a standard college degree
at an approved institution, an educs
tional plan may be submitted and ap-
proved without counseling if it meets the
requirements of paragraphs (a) and (b
of this section (38 UB.C. 1713, 1720
Public Law 92-540, 86 Stat. 1074).

42. In § 21.4231(b), subparagraph (2
is amended to read as follows:

§ 21.4231 Educational plan; 38 USG
ch. 35; child.
. - - » .

(b) Final approval of the educations!
plan will be given when it is determined
that:

- - . » .

(2) The educational plan Is consistent
with Veterans Administration reguls:
tions on providing a program of educs
tion and does not include any cours
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which are precluded under 38 U.8.C. ch,
35 (38 US.C. 1720).

43, In §214232, paragraph (a) is
amended to read as follows:

21.4232 Specialized voeational train-
$ ing;”lf.gc. ch. 35.

(a) A program consisting of & special-
fzed course of vocational training may
be provided to an eligible person who is
not in need of special restorative train-
ing and who requires such a program
because of a mental or physical handi-
cap (38 US.C. 1736). The Vocational
Rehabilitation Board will determine
whether such & course is in the best
interest of the eligible person. If the
determination is In the affirmative the
board will assist in developing the pro-
gram and a suitable educational plan.
1If it is determined that such a program
is not in the best interest of the eligible
person the application for the program
will be denied. Speclalized vocational
training may be authorized for an eligible
child only if the child has passed his
14th birthday.

44. In § 21.4234, the introductory por-
tion preceding paragraph (a), and para-
graphs (b)(2) and (¢) are amended to
read as follows:

§21.4234 Change of program.

A request for a change of program
may be made by a veteran or eligible
person by any form of communication,
however, if sufficlent information is not
furnished to process his request, the pre-
scribed form for a change of program
may be furnished him for completion.
An eligible child needs the concurrence
of his parent or guardian and appropri-
ate counseling by the Veterans Adminis-
tration before a change of program is
approved. More than two changes of
program may be approved if it is found
that such additional changes are neces-
sitated by circumstances beyond the con-
trol of the veteran or eligible person
(38 U.S.C. 17981; Public Law 92-540, 86
Stat. 1074),

(b) Chapter 34. The veteran may make
one optional change of program if his
previous course was not interrupted or
discontinued due to his own misconduct,
neglect or lack of application. He may
make a second change or an initial
change after interruption or discontinu-
ance due to his own misconduct, neglect
or lack of application If it is found that:

o - . . -

(2) In any instance where the veteran
has interrupted, or fafled to progress in,
his program due to his own misconduct,
neglect or lack of application, there exists
& reasonable likelihood with respect to

program which the veteran proposes
‘o pursue that there will not be & re-
turrence of such an interruption or fail-
ure to progress (38 U.S.C. 1791).

¢) Chapter 35; child. After further
‘ounseling one change will be approved
ind a second change may be approved, if
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the criterla of paragraph (b) (1) and
(2) of this section are satisfled. The ap-
proval of such change will also be sub-
ject to the requirement that the educa-
tional plan for the new program must
meet the criteria applicable to final ap-
proval of an orlginal application. See
§§ 21.4230 and 21.4231 (38 U.S.C. 1791).

45, In § 21.4235, paragraph (a) (2) and
(3) is amended to read as follows:

§ 21,4235 Predischarge Education Pro-

(PREP) and Special Assistance

or Educationally Disadvantaged Vet-
erans; chapter 34,

(a) Enrollment. Enrollment of a vet-
eran may be approved in any elementary,
secondary, preparatory, refresher, re-
medial, deficiency, or special educational
assistance course not otherwise prohib-
ited, regardless of his previous educa-
tional experience:

(2) After discharge or releas¢ from
active duty without receipt therein of a
secondary school diploma or equivalency
certificate, if such course or courses are
required to receive a secondary school
diploma; or

(3) After discharge or release from
active duty, if such course or courses are
necessary to the pursuit of a program of
education for which he would be eligible
but for that lack.

46. In §21.4236, the headnote and
paragraphs (a), (b) (1), (¢) and (d) are
amended to read as follows:

§ 21.4236 Special supplemental assist-
ance (tutorial).

(a) Enrollment. A veteran or eligible
person pursuing a postsecondary educa-
tional program on a half-time or more
basis at an educational institution who
has a deficlency in a subject which is
indispensable to the satisfactory pursuit
of an approved program of educ¢ation
may receive special supplemental mone-
tary assistance to provide tutorial
services.

(b) Certification. Approval will be
granted upon certification by the educa-
tional institution;

(1) That Individualized tutorial assist-
ance is essential to correct a deficiency
in a specified subject or subjects required
as a part of, or which is prerequisite to,
or which is indispensable to, the satisfac-
tory pursuit of an approved program of
education;

(c) Educational assistance allowance.
In addition to payment of educational
assistance allowance at the monthly rates
specified in § 21,4136 or § 21.4137 the cost
of such tutorial assistance in an amount
not to exceed $50 per month will be
authorized.

(d) Entitlement charge. No charge will
be made against the period of the vet-
eran’s entitlement as computed under
§ 21.1041 or the eligible person’s entitle-
ment as computed under § 21.3044. Spe-
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clal supplemental assistance provided
under this section will not exceed a maxi-
mum of $450 (38 U.S.C. 1690, 1692, 1693),

47. Section 21.4237 and a cross ref-
erence are added to read as follows:

§ 21.4237 Special assistance for the edu-
cationally disadvantaged ; chapter 353
wife or widow.

(a) Enrollment. Enrollment of an eligi-
ble wife or widow may be approved in an
appropriate course or courses at the
secondary school level in a State if the
wife or widow:

(1) Has not recelved a secondary
school diploma (or an equivalency
certificate),

(2) Needs additional secondary school
education, remedial, refresher or defi-
clency courses, to qualify for admission
to an appropriate educational institution
in a State in order to pursue a program
of education, and

(3) Is to pursue the course or courses
in a State.

(b) Measurement. Remedial, deficien-
cy or refresher courses offered at the
secondary school level will be measured
a: provided in §§ 21.4271(c) and 214272
),

(¢c) Educational assistance allowance.
Educational assistance allowance will be
authorized at the monthly rates specified
in § 21.4137.

(d) Entitlement charge. No charge
will be made against the period of the
entitlement of the wife or widow because
of enrollment in courses under the provi-
sions of this section (38 U.S.C. 1733;
Public Law 92-540, 86 Stat, 1074).

Cross Rerzgenck: High school evening
courses. See § 214271,

48. In § 21.4250(c), subparagraphs (2)
and (4) are amended to read as follows:

§ 21.4250 Approval of courses.

(c) Veterans Administration approval.
The Director, Education and Rehabilita-
tion Service, may approve:

(2) A course of education offered by
any agency of the Federal Government
authorized under other laws to offer
such course; applications for courses at
Department of Defense Overseas De-
pendents Schools and schools under con-
tract with Department of Defense must
include a copy of the report from De-
partment of Defense to the Committees
on Veterans' Affairs of the Senate and
House of Representatives indicating the
schools are to be used under the Predis-
charge Education Program. Courses ap-
proved before October 24, 1972 will be
considered approved until January 22,
1973 without this submlission.

(4) Except as provided in § 21.4150(d)
as to the Republic of the Philippines, a
course of education to be pursued under
38 U.S.C. ch. 34 or 35 offered by an in-
stitution of higher learning not located
in a State (38 U.S.C. 1676, 1723) ; and
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49. In §21.4251(n), subparagraphs
(3) and (4) are amended and subpara-
graph (5) is added so that the amended
and added material reads as follows:

§ 21,4251 Period of operation of course.

(a) General. A course offered by a
school other than a job training estab-
lishment will be appropriate for the en-
rollment of a veteran or eligible person
only if it has been in operation for 2
years or more immediately prior to the
date of enrollment of such person, ex-
;::;pt that this provision does not apply

(3) Any course which has been offered
by a school for a period of more than 2
years, notwithstanding that the school
has moved to another location within
the same general locality, or where the
school has made a complete move with
substantially the same faculty, curricula,
and students, without a change in
ownership; or

(4) Any course which is offered by a
nonprofit schooi of college level and
which is recognized for credit toward a
standard college degree; or

(5) Any course for the educationally
disadvantaged or the p edu-
cation program offered by a propri-
etary nonprofit educational institution,
at the principal or branch location, when
the institution offering the course has
been in operation for more than 2 years
(38 U.S.C. 1789).

50. In § 214252, paragraphs (e), (D)
(1), and (g) are amended to read as
follows:

§ 21.4252 Courses precluded.

- - - - -

{(e) Correspondence courses. Enroll-
ment in such courses will not be approved
for eligible children under Chapter 35.
See § 21.4256 as to Chapter 34 and wives
and widows under Chapter 35.

(f) Courses on secondary level; Chap-
ter 35. (1) A curriculum offered by a pub-
lic or private school at the secondary
schiool level leading to the completion of
the eligible child’s regular secondary
school education, that is, leading to &
high school diploma or its equivalent,
may not be pursued 8s a program of edu-
cation or as part of a course of education
of an eligible child under Chapter 35. An
eligible wife or widow may pursue sec-
ondary school courses only under the
special assistance for the educationally
disadvantaged program. (See § 21.4237.)

- - - - -

(g) On-farm courses; Chapter 35. En-
rollment in such courses will not be ap-
proved for eligible persons under Chap-
ter 35 (38 US.C. 1723(¢e) ).

- . - - -
51. In § 21.4253(a), subparagraph (2)
is amended to read as follows:

§ 21.4253  Accredited courses.

(a) General. A course may be ap-
proved as an accredited course if it meets
one of the following requirements:

- . . - -

-
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(2) Credit for such course is approved
by the State department of education for
credit toward a high school diploma.

52, Section 21.4256 is revised to read
as follows:

§ 21.4256 Correspondence courses.

(a) A school desiring to enroll veterans
under Chapter 34 and eligible wives and
widows under Chapter 35 for correspond-
ence courses may have such courses ap-
proved when the courses and the school
meet the requirements of §21.4253 or
§ 21.4254, as applicable, and when its ap-
plication demonstrates that the course is
satisfactory in all elements. In addition
the institution shall have the following
enrollment and termination procedures.

(1) The enrollment agreement shall
disclose fully the obligations of the in-
stitution and the veteran, wife, or widow
and shall display in a prominent place
on the agreement the conditions for af-
firmance, termination, refund, and pay-
ment of the educational allowance by
the Veterans Administration.

(2) A copy of the agreement shall be
glven to the veteran, wife, or widow when
it is signed.

(3) The agreement shall not be effec~
tive unless the veteran, wife, or widow,
after the expiration of 10 days after the
agreement is signed, shall have signed
and submitted to the Veterans Adminis-
tration a written statement, with a signed
copy to the institution, specifically af-
firming the agreement.

(4) Upon notification of the institu-
tion by the veteran, wife, or widow of an
intention not to affirm the agreement,
any fees paid by the individual shall be
returned promptly in full to him.

(5) Upon termination of the affirmed
agreement for training in an accredited
course by the veteran, wife, or widow,
without having completed any lessons,
a registration fee not in excess of 10 per-
cent of the tuition for the course or
$50, whichever is lesser, may be charged
him. When the agreement i{s terminated
after completion of less than 25 percent
of the lessons of the course, the institu-
tion may retain the registration fee plus
25 percent of the tuition for the course.
When the agreement is terminated after
25 percent but less than 50 percent of
the lessons are completed, the institu-
tion may retain the registration fee plus
50 percent of the tuition for the course.
If 50 percent or more of the lessons are
completed, no refund of tuition is
required,

(6) Where the school either has or
adopts an established policy for the re-
fund of the unused portion of tuition,
fees, and other charges subject to pro-
ratton, which is more favorable to the
veteran, wife, or widow than the pro
rata basis as provided in paragraph (a)
(5) of this section, such established
policy will be applicable.

(b) Whenever the State approving
agency approves a correspondence course
for training of veterans under Chapter
34 and eligible wives and widows under
Chapter 35, it shall immediately notify
the Veterans Administration, identify-

ing the school, the course or courses ap-
proved, and the educational or vocs.
tlonal objective of each approved course

53. Section 21.4260 is revised to resd
as follows:

§ 21.4260 Courses in foreign countries,

Enrollment in a course at a schegl
not located in a State may be approved:

(a) In accordance with §21.4250(¢
when such course is pursued at an insti.
tution of higher learning, or

(b) When such course or courses con.
templated under the provisions of §2i.
4235(a) (1) are:

(1) Pursued at an institution oper.
ated by the Department of Defense, or

(2) Provided by an Istitution under
a contract with the Department of De-
fense. Such course or courses must ae-
cord with regulations prescribed by the
Administrator of Veterans Affairs. As
surance of compliance with the terms of
such contract by such institution shal
be the function of the Department of
Defense,

The educational assistance allowance to
a veteran or eligible person pursuing s
course in a foreign country will be denied
or discontinued when it is found thal
such enrollment is not for the best in-
terests of the veteran, eligible person
or the Government.,

54. In § 21.4261, the headnote and
paragraphs (b) (1) and (¢) (2) and (3
are amended to read as follows:

§ 21.4261 Apprentice courses.
- - - - .

(b) Application. Any training cstab-
lishment desiring to furnish a course ¢
apprentice training will submit a writ
ten application to the appropriate Stat
approving agency setting forth the
following:

(1) Title and description of the spe-
cific job objective for which the veteran
or eligible person is to be trained;

» - - » .

(¢) Approval criteria. The appropriaté
State approving agency may approve &
course of apprentice training when b
training establishment and its appren-
tice courses are found upon investigs-
tion to have met the following criteris

- - » - .

(2) A signed copy of the trainin
agreement for each veteran or eligit
person, making reference to the train
ing program and wage schedule as 8
proved by the State approving agency, ¥
provided to the veteran or eligible pe-
son and the Veterans Administration ané
the State approving agency by the em-
ployer; and

(3) The course meets such other red
sonable criteria as may be established
by the State approving agency (38 USC
1787).

55. In §21.4262, the headnote o
paragraphs (b) (1), (5), (8), and (7
and (¢) (2), (4), (58), (), (8), and (10
are amended to read as follows:
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£21.4262 Other training on-the-job
COUTSes,.
- - . - »

(b) Application. Any training
lishment desiring to furnish a course of
other training on-the-job will submit to
the appropriate State approving agency
a written application setting forth the
following:

(1) Title and description of the spe-
cific job objective for which the veteran
or eligible person is to be trained;

(5) The entrance wage or salary paid
by the training establishment to em-
ployees already trained in the kind of
work for which the veteran or eligible
person is to be trained;

(6) A certification that the wages to
be paid the veteran or eligible person
upon entrance into training are not less
than wages pald nonveterans in the
same training position and are at least
50 percent of the wages paid for the
job for which he is to be trained, and
will be increased In regular periodic in-
crements until, not later than the last
full month of the scheduled training
period they will be at least 85 percent
of the wages paid for the job for which
the veteran or eligible person is being
trained; s

(7) A certification that there is rea-
sonable certainty that the job for which
the veteran or eligible person is to be
tralned will be available to him at the
end of the training period; and

.- A4 - .

tc) Approval criteria. The appropriate
State approving agency may approve the
application submitted under paragraph
(b) of this section, when the training
establishment and its courses are found
upon investigation to have met the cri-
teria outlined In this paragraph. Ap-
proval will not be granted for training
in occupations which require a relatively
short period of experience for a trainee
to obtain and hold employment at the
market wage in the occupation. This
Includes occupations such as automobile
service station attendant or manager,
soda fountain attendant, food service
worker, salesman, window washer, bufld-
Ing custodian or other unskilled or com-
mon labor positions as well as clerical
positions for which on-the-job training
1s not the normal method of procuring
qualified personnel,

(2) The training content of the course
Is adequate to qualify the veteran or
eligible person for appointment to the
lob for which he is to be trained;

(4) The length of the training pe-
rod Is not longer than that customarily
fequired by the training establishments
In the community to provide the veteran
or eligible person with the required
skllls, arrange for the acquiring of job
knowledge, technical tnformation, and
giher facts which the veteran or eligi-

le person will need to learn in order
% become competent on the job for

No, 100—Pt. I—8

RULES AND REGULATIONS

which he is being trained;

(5) Provision is made for related in-
struction for the individual yeteran or
eligible person who may need it;

- » - - »

(7) Adequate records are kept to
show the progress made by each veteran
or eligible person toward his job
objective;

(8) The veteran or eligible person is
not already qualified by training and
experience for the job; .

(10) A signed copy of the training
agréement for each veteran or eligible
person, including the training program
and wage schedule as approved by the
State approving agency, is provided to
the veteran or eligible person and the
Veterans Administration and the State
approving agency by the employer; and

- » - - »

56. In § 214264, paragraphs (a) and
(c) are amended to read as follows:
§21.4264 Farm cooperative courses; 38

U.S.C. Chapter 34,

(a) General. A farm cooperative
course Is an Institutional agricultural
course which is pursued by an individ-
ual who s concurrently engaged in ag-
ricultural employment which is relevant
to the agricultural course.

(1) The institutional portion may be
on a term, quarter, or semester basls or
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in the alternative It may consist of
courses prescheduled to fall within not
less than 44 weeks of the year at a mini-
mum of 5-clock hours per week, or for
full-time training the 440-clock hours a
year may be prescheduled to provide not
less than 80-clock hours In any 3-month
period.

(2) In computing the clock-hour re-
quirements, the time involved in field
trips and indtividual and group instruc-
tion may be included when they are
sponsored and conducted by the educa-
tional institution through a duly author-
fzed instructor of such institution in
which the veteran Is enrolled (38 U.S.C.
,1682; Public Law 92-540, 86 Stat, 1074).

- . -

(c) Approval criteria. The appropriate
State approving agency may approve the
application of such school when the
school and its courses are found upon
investigation to have met the following
conditions:

(1) The criteria specified In § 21.4253
or § 21,4254, as appropriate; and

(2) The requirements of paragraph
(b) of this section.

67. In §214270, paragraph (h) snd
footnotes 1 and 2 are amended and foot-
note 6 is added so that the amended and
added material reads as follows:

§21.4270 Measurement of courses.

Clock hours and class sessions men-
tioned In this table mean clock hours
and class sessions per week.

Covnses

Kind of school  Kindof course  Full time

M timo

Leulhnn)?,
35 time mot;nun 4 34 time or less
mo

(h) Agricultural.... Farm
©00)
tve !

net [netrue-
tion *

10 clock hours 7 clock hours 8 clock hours
mlmuuo-

No provigions.
net instroc-
ton

periods are excluded. Su

programs and the time involved in fleld trips
the clock hour roquirements.

1 Diploma course or equivalent based on com
which would result in an socred gt schy
full-time training. High sehool di
widows under chapter 35.

-

ted b
ploms courses or equivalent available only for o

there will be included eustomary (ntervals not to d 10 mi botween ¢l
sedd instruction periods In school’s shops In farm cooperative
Individual and group Instrustion may be including ln computing

Ciploras ak wad of foer ordinasy snom oo e
or! 5! .
haptor 34 and
-

course atl rate
considarod In
oligible wives and

¢ For full-time training the 440 clock houts & year may be preseheduled to provide not less that 80 clock hours in

any S-month

58. In §21.4271, paragraph (¢) Is
amended to read as follows:

§21.4271 Trade or technical; high
schools.

(¢) High schools. Courses offered at the
secondary school level which lead to a
high school diploma or the equivalent
will be measured on the basls of clock
hours of instruction per week, or on the
number of units required per year, En-
roliment in courses at a secondary school
level leading to a high school diploma or
the equivalent will not be approved for
eligible children under Chapter 35. Eli-
gible wives and widows under Chapter
35 may pursue such courses under the
Special Assistance for the Educationally
Disadvantaged program,
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59. In § 21.4272, paragraphs (f)(2)
and (g) are amended to read as follows:

§ 21,4272 Colleginte undergraduate;
eredit-hour basis,

An undergraduate course in an institu-
tion of higher learning will be measured
on a credit-hour basls provided all the
conditions under paragraph (a), (b), or
(¢) of this section are met. Wherever
“member of & nationally recognized aec-
crediting association” is used in this sec-
tion it will include a “Recognized Candi-
date" for accreditation or membership
as this term is used by the regional ac-
crediting associations,

- - . - -

(1) Nonmcredit deficiency courses, * * *

(2) Entitlement charge. For awards to
eligible children under chapter 35, the
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entitiement charge will be made on the
same basis as measurement for payment
purposes. For awards under chapter 34
and for wives and widows under chapter
35, no entitlement charge will be made
for any noncredit deflciency course on a
secondary school level

(g) Noncredit courses; deficiency,
remedial, and refresher. Except for
courses leading to a high school diploma
or the equivalent, noncredit courses given
by an institution of higher learning shall
be measured on a quarter- or semester-
hour basis if considered by the institution
to be the equivalent, for other adminis-
trative purposes, of undergraduate
courses that lead to a standard college
degree at the school. Other noncredit
courses shall be measured under § 21.-
4270 (a), (b), or (1) as appropriate,

[FR Doc.73-11380 Filod 6-6-73;8:45 am]|

PART 21—VOCATIONAL
REHABILITATION AND EDUCATION

Subpart D—Administration of Educational
Benefits: 38 U.S.C,, Chapters 34, 35,
and 36
PREDISCHARGE EDUCATION PROGRAM

Section 21.4235 is amended to include,
in the meaning of a course under the
predischarge education program, indi-
vidual unit subjects within a general ed-
ucation development (GED) examination
program which are required for or pre-
paratory to the pursuit of an appropriate
course or training program in an ap-
proved educational institution or training
establishment.

Compliance with the provisions of
$ 1.12 of this chapter, as to notice of pro-

regulatory development and de-
layed effective date, is unnecessary in
this instance and would serve no useful
purpose, This amendment places In regu-
latory form a policy which is already In
practice.

In §214235(a), subparagraph (1) is
amended to read as follows:

§ 21.4235 Predischarge Education Pro-
gram (PREP) and Special Assistance
for Educationally Disadvantaged Vet-
crans: Chapter 34.

(a) Enrollment—Enrollment of a vet-
eran may be approved in any elementary,
secondary, preparatory, refresher, re-
medial, deficlency, or special educational
assistance course not otherwise pro-
hibited, regardless of his previous educa-
tional experience;

(1) While he is on active duty and
meets the eligibility requirements of
§ 21.1040(e) (3), if such course or courses
(but not including correspondence
courses) are required to recelve a sec-
ondary school diploma, or if such course
or courses (including Individual unit sub-
Jects within a general education develop-
ment (GED) examination program) are
required for or preparatory to the pur-
suit of an appropriate course or training
program in an approved educational in-
stitution or training establishment; or

FEDERAL

RULES AND REGULATIONS

(72 Stat. 1114; 38 US.C. 210)
This VA regulation is effective Oc-
tober 24, 1972,

Approved, June 1, 1973.
By direction of the Administrator,

{seavL] Rorus H, WiLson,
Associate Deputy Administrator,

[FR Doc.73-11379 Filed 6-6-73;8:45 am|]

Title 42—Public Health

CHAPTER |—PUBLIC HEALTH SERVICE,
DEPARTMENT OF HEALTH, EDUCA-
TION, AND WELFARE

SUBCHAPTER G—OCCUPATIONAL SAFETY AND

HEALTH RESEARCH AND RELATED ACTIVITIES
PART 84—CERTIFICATION OF GAS

DETECTOR TUBES

Procedure for Evaluation and Certification
Correction

In FR Doc. 73-5040 appearing at page
11458 in the issue for Tuesday, May 8,
1973, make the following changes:

1. In the table of contents In § 84.30
the word “quantity” should read
“quality*’.

2. The ninth line of § 84.2(e) reading
“ponents thereof will be undertaken by”
should be deleted and “ponent which
changes the nature of the" substituted
therefor.

Title 45—Public Welfare

CHAPTER X—OFFICE OF ECONOMIC
OPPORTUNITY

PART 1060—GENERAL CHARACTERIS-
TICS OF COMMUNITY ACTION PROGRAMS

Subpart—OEO Income Poverty Guidelines

This subpart revises the OEO poverty
guidelines as required by section 625 of
the Economic Opportunity Act of 1964,
as amended. These guidelines are used
to determine program eligibllity. Accord-
ingly, chapter X, part 1060 of title 45
of the Code of Federal Regulations is
revised to read as follows:

Sec,

10602-1 Applicability.
1080.2-2 Background.
1060.2-3 Polloy,

AuTHoRITY —Sec. 002, 78 Stat. 528,
U.8.C 2042,

§ 1060.2-1  Applicability.

This subpart applies to all programs
financially assisted under title II or IIT-B
of the Economic Opportunity Act if such
assistance is administered by the Office
of Economic Opportunity.

§ 1060.2-2 Background.

In August 1967, OEO issued uniform
income guldelines for all programs it
funds which use income to determine
program eligibllity. These guidelines
were derived from poverty thresholds
developed from a definition of poverty
prepared for statistical purposes by the
Social Security Administration in 1964,
In. September 1968; January 1970; De-
cember 1970; November 1971, and Octo-
ber 1972 OEO issued new guidelines
which reflected changes in these poverty
thresholds.

42

§ 1060.2-3 Policy.

(a) The 1872 Amendments to the Eco-
nomic Opportunity Act of 1864 require
the following:

Sec, 6256 (a) Every sgency administering
programs authorized by this act in which the
poverty line is s criterion of eligibllity shall
revise the poverty line at annual intervals
or at any shorter Interval It deems feanible
and desirable. :

(b) The revision required by paragraph
(a) of this seotion shall be pccomplished by
multiplying the officlal poverty line (as de-
fined by the Office of Management and
Budget) by the average percentage change
in the consumer price index during the
annual or other Interval immediately pre-
ceding the time at which the. revision is
made.

(¢) Revisions required by paragraph (o) of
this section shall be made and issued not
more than 30 days after the date on which
the necessary consumer price index data be-
comes avallable,

Pursuant to the above requirements the
attached income poverty guidelines were
prepared. These are based upon table M
of Current Population Reports, P-60, No.
86, Bureau of the Census, December 1972,
and the ayverage percentage change in
the Consumer Price Index from 1971 to
1972 as set forth in table C-44 of the
Economic Report of the President, Janu-
ary 31, 1973.

(b) The following definitions, derived
from the above census document, have
been adopted by OEO for use with the
attached poverty guidelines:

(1) Income—Refers to total cash re-
ceipts before taxes from all sources.
These include money wages and salaries
before any deductions, but not inciuding
food or rent in lieu of wages. They in-
clude receipts from self<employment or
from own farm or business after deduc-
tions for business or farm expenses, They
include regular payments for public as-
sistance, social security, unemployment
and workmen's compensation, strike
benefits from union funds, veterans ben-
efits, training stipends, alimony, child
support and military family allotments
or other regular support from an absent
family member or someone not living in
the household; government employee
pensions, private pensions and regular
insurance or annuity payments; and in-
come from dividends, interest, rents
royalties, or income from estates and
trusts. For eligibility purposes, income
does not refer to the following money
receipts: Any assets drawn down as with-
drawals from a bank, sale of property.
house or car, tax refunds, gifts, one-time
insurance payments or compensation for
injury. Also to be disregarded is noncash
income, such as the bonus value of food
stamps, surplus food, the value of food
and fuel produced and consumed on
farms and the imputed value of rent
from owner-occupled farm or nonfarm
housing.

(2) A farm residence—Is defined as
any dwelling on a place of 10 acres of
more with $50 or more annual sales of
farm products raised there; or any place
less than 10 acres having product sales
of $250 or more.
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