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Program Years 1985 and 1986. Also, as
applicable to all other Section 401
designation situations, a competitor for
an incumbent's designated area would
have to demonstrate its significant
superiority overall to the incumbent, and
the Department will exercise its
designation authority in a way that will
preserve the continuity of services and
will prevent the undue fragmentation of
existing service areas.

VIJI-Designation Process Glossary
In order to ensure that all interested

parties share a like understanding of the
process, the following are definitions for
important terms.

(1) Indian or Native American-
Controlled Organization

Any organization with a governing
board, more than 50 percent of whose
members are Indian or Native American
people.-Such an organization can be a
tribal government, native Alaskan or
native Hawaiian entity, consortium.
private nonprofit corporation, or State
agency as long as decisions regarding
the program rest with such a governing
board.

(2) Servce Area
The geographic area described as

States, counties, and/or reservations for
which a designation is made. In some
cases, it will also show the specific
population to be served. The service
area is defined finally by the Grant
Officer in the formal designation letter.
Grantees must insure equitable access
of services within the service area.

(3) Established Service Area
The area defined by geography or

service population which DOE has
previously designated as a service area
for Indian and Native American CETA
or JTPA purposes.

(4) Community Support
Evidence of active participation and/

or endorsement from Indian or Native
American-controlled organizations
within the geographic area for which
designation is requested. All such
evidence must be verifiable by
independent DOL review, including an
onsite review.

Signed at Washington, D.C., this 18th day
of October 1984.
Paul A. Mayrand,
Dhctor Office of Special Targeted
Programs.
Robert D. Parker,
Grant Officer, Acquisitlon andAssistanca
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DEPARTMENT OF THE TREASURY

Bureau of Alcohol, Tobacco and
Firearms

27 CFR Part 9

[T.D. ATF-188; Re: Notice Nos. 416 and 4381

Establishment of the Temecula
Viticultural Area

AGENCY: Bureau of Alcohol, Tobacco
and Firearms, Department of the
Treasury.
ACTION: Final rule. Treasury decision.

SUMMARY: This final rule establishes a
single viticultural area in Riverside
County, Califorma known as
'Temecula." The proposals to establish
two other viticultural areas in Riverside
County, California to be known as
"Murrieta" and "Rancho California" are
not being adopted. This action is ba::d
on petitions submitted by the Rancho
California/Temecula Winegrowers
Association and Callaway Vineyard and
Winery, Temecula, California, and 13
based on careful consideration of
voluminous public comments and a
public hearing. The establishment of
viticultural areas and the subsequent
use of viticultural area names as
appellations of origin in wine labeling
and advertising will help consumners
better identify wines they purchase. The
use of this viticultural area as an
appellation of origin will also help
vanemakers distinguish their products
from wines made m other areas.
EFFECTIVE DATE: November 23,1984.
FOR FURTHER INFORMATION CONTACT.
John A. Lnthicum, FAA. Wine and Beer
Branch, Bureau of Alcohol. Tobacco and
Firearms, Washington. DC (202-.56&-
7628).
SUPPLEMENTARY INFORMATION:

Background
On August 23.1978, ATF published

Treasury Decision ATF-53 (43 FR 37672.
54624) revising regulations in 27 CFR
Part 4. These regulations allow the
establishment of definitive viticultural
areas. The regulations also allow the
name of an approved viticultural area to
be used as an appellation of origin on
wine labels and in wine advertisements.

On October 2,1979. ATF published
Treasury Decision ATF-6O (44 FR 56692)
which added a new Part 9 to 27 CFR,
providing for the listing of approved
American viticultural areas, the names
of wich may be used as appellations of
origm.

Section 4.25(e)(1). Title 27, CFR,
defines an American viticultural area as
a delimited grape-growing region
distinguishable by geographical

features. Section 4.25[e)(2) outlines the
procedure for proposing an American
viticultural area. Any interested person
may petition ATF to establish a grape-
growing region as a viticultural area.

ATF received petitions from the
Rancho California/Temecula
WinegTrowers Association ("the
Assocition") and Callaway Vineyard
and Winery, Temecula. Califorma,
("Callaway Winery"]. The Callaway
Winery petition was forwarded to ATF
after the Association's petition and did
not agree with many of the statements
made in the Association's petition. In
response to the two conflicting p titions,
ATF published a notice of proposed
rulemaking, Notice No. 416, in the
Federal Register on July 27,1932 (47 FR
32450). proposing the establishment of
the "Temecula," "Murreta," and
"Rancho California" viticultural areas.

In this rulemakin&g ATF considered all
public comments received before.
during, and after the first public
comment period, which ended on
September 10, 1982.

On January 20, 1933, ATF held a
public hearing on this rulemaking in
Temecula. Calfforma. (Notice No. 433,
published in the Federal Register on
December 10.1932 at 47 FR 554-3). In
preparing this final rule, ATF carefully
considered the statements made and
exhibits presented by the 31 witnesses
at the hearing. During the hearing, ATF
reopened this rulemaking for additional
public comments.

Name

Hiho'cal evidance. The name
"Temecula" is derived from the Luizeno
Indian word 'Temeku," a place name
used by the local Indians. This word
may be roughly translated as "place
where the sun breaks through the white
mist." According to the Callaway
Winery petition, "It is reasonable to
assume that the name the Indians
applied to their land referred not to the
village alone but also the surrounding
area which is characterized by bright
sun and misty marine air which flovs
into the area. * * " Thus, the name
'remecula"applies, historically, to the
entire approved area.

An excavation conducted in 1951 by
the Archaeolo,.ical Survey Association
of Southern California determined that
the area has been continuously occupied
for about 900 years. (Temek-,k A Page
from the Hstory of theLzusenaold Lans,
B.E. McCown. Archaeological Survey -
Association of Southern California
Paper No. 3, p. 20 (1955)). The southern
end of the area occupied by these
Luiseno Indians was divided into land
grants by Governor Micheltoreno of
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Mexico, as follows: Rancho Temecula
(in 1844), Rancho Pauba (in 1844),
Rancho Little Temecula (in 1885), and
Rancho Santa Rosa (in 1846). In general,
the outer boundaries of these four land
grants, make up the outer boundary of
the approved viticultural area. There is
historical evidence that the name
"Temecula" no longer applies to the
northern half of the Temecula Land
Grant (Rancho Temecula), after the
establishment of the town of Murrieta in
1884.

According to Tom Hudson, author of
A Thousand Years in Temecula Valley
(Temecula Valley Chamber of
Commerce, 1981), "The name 'Temecula'
implies something more than just one
village, or just one valley for that matter.
Its connotation is wider than that. In
fact, many of the first settlers referred to
the entire surrounding countryside as
'The Temecula.'" (p.169). The Indian
name "Estengvo Tpmecula" (literally,
"Temecula Hot Springs") applied to
Murrieta Hot Springs which was
renamed in 1884 when the town of
Murrieta was developed. These hot
springs were used by the Indians for
washing and bathing. (p. 78). The name
"Laguna de Temecula" or "Laguna
Grande" (literally, "Temecula Lake" or
"Large Lake") was used by the early
Spaniards to refer to Lake Elsinore,
which was renamed in 1883 when the
town of Elsmore was developed. (p. 8).
"For a few years after that, homesites
were advertised for sale 'at the north
end of Temecula Valley.' Then with the
change of the lake's name from 'Laguna
Grande' to 'Lake Elsinore,' the entire
land grant [Rancho La Laguna, north of
the Santa Rosa and Temecula ]and
Grants] became known as Elsmore
Valley and eventually as Lake Elsinore
Valley. Temecula Valley had thus been
reduced somewhat in size." (p. 77-78). A
similar reduction in the extent of the
name "Temecula" occurred in 1884
when, south of the town of Elsinore, the
town of Murreta was developed in the
northern half of the Temecula Land
Grant.

Current evidence. The approved
viticultural area is within a larger tract
of land which made up the Vail Ranch
from 1904 until it was sold in 194. The
public comment file contains a letter
from James Vail Wilkinson, dated
August 18,1982. Mr. Wilkinson believes
that "Temecula" would be the proper
name for an area which is based on the
old Vail Ranch properties. The village of
Temecula is at the geographic center of
the old Vail Ranch, and the business
headquarters of the ranch was located
near the village. Thus, until 196, the

name "Temecula" applied equally-
throughout the approved area.

The entire approved area is within the
Elsinore Union High School District and
will be served by a new high school
which is in the planning stages. On
January 13,1983, the Elsinore Union
High School District Board of Trustees
reported, at its regularmeeting, that the
preferred name for the new high school,
in a poll conducted with the assistance
of the local news media, was "Temecula
Valley High School." (Minutes of the
Meetings of the Board of Trustees,
January 13, 1983, p. 89). ATF believes
that the existence of one high school
district, unifying all of the approved
area under the name "Temecula Valley
High School," is more substantial
evidence of the current usage of the
name "Temecula," than the existence of
two elementary school districts named
"Temecula Umon" and "Murrieta," both
of which will be served by the new high
school.

Evidence of postal delivery
boundaries is inconclusive since only
part of the area receives home postal
delivery. However, the public comment
file contains a letter, dated April 19,
1983, from Ms. Shirley Collins, Acting
Postmaster of Temecula, stating that
home delivery, throughout the approved
area, will originate from the Temecula
Post Office in the future. ATF
recognizes, however, that service areas
established by the U.S. Postal Service
are based exclusively on the efficient
handling of the mail, and may not
always be appropriate for determining
the boundaries of local place names.

Evidence submitted by McMillan
Farm Management Company illustrates
that the name "Temecula" has been
used in marketing grapes grown
throughout the approved area since
1977 Cilurzo Winery has used the
Temecula appellation of origin on wines
made from grapes grown on the Santa
Rosa Plateau since 1979. These dates are
close to the beginning of commercial
viticulture in the area. Thus, the
marketing of grapes has established
application of the name "Temecula" to
grapes grown throughout the approved
area within the wine industry.

Other opinions. The first page of the
Callaway Winery petition contains the
following statement, "We see it [the
Association's petition] as an attempt to
ride the coattails of the name which has
become a valuable, meaningful
appellation for wine consumers." In
disputing the Association's clarn that
their petition represents all of the
winegrowers in the area, Callaway
Winery asserts that the Association's
petition, "* * omitted to mention that

the winery which has played a major
role in creating local and national
recognition for the 'Temecula'
appellation, and which has produced an
estimated 80% of all the wines which
have been sold under that appellation, I
is not a part of the group and does not
support its petition." Footnote I reads as
follows, "Callaway Vineyard and
Winery has sold approximately 210,000
cases under the Temecula appellation
since its first releases in 1975. We
estimate that all other wineries
combined have sold approximately
50,000 cases under that appellation, at
all times up to the present."

The Callaway Winery petition also
clauns that public attention to the area
.* ** resulted from the investmentand

efforts of Callaway Vineyard and
Winery. Callaway was not the first to
plant grapes in Temecula, but the
winery was the first to be built there,
and it was, and is, the largest: Callaway
has produced about 80% of all the wines
ever labeled with a Temecula
appellation."

ATF reject' the implication that the6"remecula," as an appellation of origin,
is the exclusive property of Callaway
Winery. The evidence shows that this
appellation of origin has been used by
other wineries and, moreover, the
evidence presented supports
establishing the Temecula viticultural
area as an appellation of origin for an
area larger than that proposed by
Callaway Winery.

Summary. Based on both historical
and current evidence, ATF believes that
the name "Temecula" applies
throughout the entire approved
viticultural area. However, ATF believes
that the town of Murrieta is no longer
known by the name "Temecula" and
should be excluded from the approved
area.

Geographical Features Which Affect
Viticultural Features

General. ATF believes that the
climate is the unifying geographical
feature affecting viticulture In the
Temecula area, and that other
geographical features are much less
important. According to viticultural
experts, Temecula is located at a
latitude which is too tropical for grape-
growing and the existence of a climate
anomaly is the only reason that grape-
growing is .possible at this latitude. In
General Viticulture by A.J. Winkler, et
al., the first sentence in the chapter on
climate states, "Grapes are native to the
warm temperate zone and their culture
is most successful between 34' and 49'
north and south latitude."[Temecula is
located at 33* 30°North latitude.] The
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authors also note that grapes can be
successfully grown in anomalous
nucroclimates outside these latitudes.
They cite examples such as the Rhine
Valley in Germany, where grapes are
grown at 50* and 51' North latitude at
low altitude with southern and western
exposures, and Bolivia, where grapes
are grovn at 16 South latitude at
altitudes above 9,000 feet. They also
observe, "It is common knowledge that
different localities at the same latitude
and altitude differ greatly in climates.
Local variations are very important,
* * * because they affect greatly the
choice of varieties, the training and
pruning, the cultural practices, and the
quality of the product"

Marine breezes. The climate anomaly
in Temecula is marine breezes which
cool the area to average temperatures at
which grape-growing is possible. The
cooling marine breezes enter the area
through Deluz Gap and Rainbow Gap
and, also by settling along the eastern
slopes of the Santa Ana Mountains. The
approved area ranges from
approximately 15 miles to 30 miles, on a
straight line, inland from the ocean.
Along the San Mateu-Los Alamos
Canyon and the Temecula Canyon, the
principal avenues of the marine breezes,
the western extremities of the approved
area are approximately 19 miles and 22
miles, respectively, from the ocean.
Marine breezes are an anomaly at this
distance inland from the ocean, and
without them, the climatic conditions at
this latitude would normally be too
tropical for grape-growing. The marine
breezes affect the San Rosa Plateau and
the Temecula Basin east of it, to a point
near the Oak Mountain Barrier, where
the marine breezes begin to dissipate.
Although ATF recognizes the opposing
argument that different wind patterns
affect the Santa Rosa Plateau and the
Temecula Basin, the net result of the
marine breezes is the same in both
places, cooler microclimate than the
surrounding area,

Heat summation. The following
thermograph data, while showing wide
diversity within the approved area, also
shows that the approved area is
significantly cooler than the surrounding
area.
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Since great diversity is evident
throughout the approved area, the more
compelling conclusion from this data is
that the approved area is significantly
cooler than the surrounding area.
According to General Vitfculture by A.J.
Winkler, et al., the varieties of grapes
grown in the approved area would not
be recommended in the immediately
surrounding area.

Soils. The evidence shov.s that the
soils east of the town of Temecula are of
a granitic type unique in California.
However, a public comment from Dr.
Enrique Ferro states that comparative
analyses of soil samples collected both
east and west of the town indicates that
they have sunilar chemical and
mechanical properties. Moreover, ATF
believes that soil diversity is not as
significant as the unifying affect of the
marine breeze anomaly discussed
above.

Harvest dates. One opposing opinion
states that microclimates differ
significantly east and west of the town
because of differing harvest dates and
differing sugar and acid levels in grapes
measured at the same time. However,
ATF believes that these differences are
caused by differing viticultural practices
utilized by vineyard managers in the
area. Viticultural practices wich are
oriented toward delayed harvest dates
include thin prunmg and thin clustering,
both during dormancy and during the
growing season, and reduced irngation
during the end of the grovang season.
These practices cause the grapes to
mature more slowly and, thereby,
directly affect the harvest dates and the
sugar and acid levels comparing, on the
same date, grapevines managed by
different vineyard manager in the area.
These viticultural practices are
thoroughly discussed and compared in
documents contained in the public
comment file. Therefore, ATF believes
that differing harvest dates, and
differing sugar and acid levels in grapes
measured at the same time, are not
related to geographical features.

Summary. ATF believes that all of the
Temecula viticultural area as approved
in southwestern Riverside, County,

California, possesses one uni~fing
geographical feature affecting
viticulture: Marine breezes which
produce a cooler microclimate than the
surrounding area.

Boundary Moifications

Based on evidence contained in
written comments and presented at the
public hearing, ATF is modifying the
southeastern boundary to include an
additional area within the same climatic
region. The proposed boundary followed
land grant boundaries and section lines
wich are artificial, man-made features.
The revised boundary follows the 1506-
foot contour line. This change was
requested by Robert Schaefer and Joan
Chubb on behalf of themselves and
Richard Allen, all landowners and
grape-growers or prospective grape-
growers in the area. During the public
hearing, proponents of both of the
opposing parties expressed support for
tis modification. ATF believes that the
marine breezes m the valley cross the
proposed boundary and extend to the
1500-foot contour line. Examination of
the Pechanga map indicates that the
terrain becomes very steep at elevations
above 150 feet in this area. AT'
believes that the marine breezes are
dissipated by the terrain above 1500 feet
elevation and. therefore, the 1506-foot
contour line is established as the
boundary in the southeastern part of the
approved area.

ATF believes that the name
"TemecuWa" does not apply to the tovn
of Muimeta. as previously discussed.
Moreover, the urban residential land use
in the town is geographically different
from the surrounding area. Therefore.
the boundary has been modified to
exclude most of the ton of Mureta by
following, m part, a boundary endorsed
by 13 public commenters in the
Callaway Winery "Compromise
Agreement." This part of the baundary
follows Tucalota Creek and Santa
Gerfrudis Creek to Mumeta Creek. The
remainder of the boundary, excluding
the town of Murreta, follows part of the
boundary proposed by ATF as an
alternative boundary for Mumeta. This
part of the boundary follows Murneta
Creek to the town of Wildomar and
proceeds in a straight line to the
easternmost point of the Cleveland
National Forest boundary.

The boundary description has been
clarified in the area of the Little
Temecula Land Grant. The southern end
of the Little Temecula Land Grant
includes a part of the Pechanga Indian
Reservation which, until 157, was Lot
"E" of the Little Temecula Land Grant.
The southern boundary of the Little
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Temecula Land Grant coincides with the
southern boundary of tls portion of the
Pechanga Indian Reservation. The.
proposed regulation described the actual
feature shown on the U.S.G.S. map (the
Indian reservation boundary) in a place
where it coincided with another feature
(the land grant boundary). Paragraphs
(c)(6) and (c)(7) of § 9.50 now clearly
state that this portion of the Pechanga
Indian Reservation is part of the Little
Temecula Land Grant.

Miscellaneous
ATF does not wish to give the

impression by approving Temecula as a
viticultural area that it is approving or
endorsing the quality of the wine from
the area. ATF is approving tus area as
being distinct, not better, than other
areas. By approving the area, wine
producers are allowed to claim a
distinction on labels and advertisements
as to origin of the grapes. Any
commercial advantage gamed can only
come from consumer acceptance of
Temecula wines;

Regulatory Flexibility Act
The provisions of the Regulatory

Flexibility Act relating to a final
regulatory flexibility analysis (5 U.S.C.
604) are not applicable to this final rule
because it will not have a significant
econouc impact on a substantial
number of small entities. The final rule
will not impose, or otherwise cause, a
significant increase in the reporting,
recordkeeping, or other compliance
burdens on a substantial number of
small entities. The final rule is not
expected to have signif dant secondary
or incidental effects on a substantial
number of small entities.

Accordingly, it is hereby certified
under the provisions of section 3 of the
Regulatory Flexibility Act (5 U.S.C.
605(b)) that this final rule will not have a
significant economic impact on a
substantial number of small entities.
Compliance With E.O. 12291

In compliance with Executive Order
12291 the Bureau has determined that
this final rule in not a major rule since it
will not result in:

(a) An annual effect on the economy
of $100 million or more;

(b) A major increase in costs or prices
for consumers, individual industries,
Federal, State, or local government
agencies, or geograpluc regions; or /

(c) Significant adverse effects on
competition, employment, investment,
productivity, or on the ability of United
States-based enterprises to compete
with foreign-based enterprises in
domestic or export markets.

Paperwork Reduction Act

The provisions of the Paperwork
Reduction Act of 1980, Pub. L. 96-511,44
U.S.C. Chapter 35, and its implementing
regulations, 5 CFR Part 1320, do not
apply to this fin'al rule because no
requirement to collect information is
imposed. I

List of Subjects m 27 CFR Part 9

Admlnistrative Practice and
Procedure, Consumer Protection,
Viticultural Areas, Wine.

Drafting Information

The principal author of this document
is John A. Linthicum, FAA, Wine and
Beer Branch, Bureau of Alcohol,
Tobacco and Firearms.

Authority

This regulation is issued under the
authority in 27 U.S.C. 205. Accordingly,
27 CFR Part 9 is amended as follows:

PART 9--AMERICAN VITICULTURAL
AREAS

Paragraph 1. The table of sections in
27 CFR Part 9, Subpart C, is amended by
adding the heading of § 9.S0 to read as
follows:

Subpart C-Approved American Viticultural
Areas

Sec.

9.50 Temecula.
Par. 2. Subpart C is amended by

adding § 9.50 to read as follows:

§ 9.50 Temecula.
(a) Name. The name of the viticultural

area described in tis section is
"Temecula."

(b) Approved map. The approved
maps for determining the boundary of
the Temecula viticultural area are seven
U.S.G.S. guadrangle maps in the 7.5
minute series, as follows:

(1) Wildomar, California, dated 1953,
photorevised 1973;

(2) Fallbrook, California, dated 1968;
(3) Mumeta, California, dated 1953,

photorevised 1979;
(4) Temecula, Califorma, dated 1968,

photorevised 1975;
(5) Pechanga, Califorma, dated 1968;
(6) Sage, Califorma, dated 1954;
(7) Bachelor Mountain, Califorma,

dated 1953, photorevised 1973.
(c) Boundary. The Temecula

viticultural area is located in Riverside
County, California. The boundary is as
follows:

(1) The beginning pointis the
northernmost point of the Santa Rosa
Land Grant where the Santa Rosa Land
Grant boundary intersects the

easternmost point of the Cleveland
National Forest boundary.

(2) The boundary follows the
Cleveland National Forest boundary
southwesterly to the point where it
converges with the Riverside County-
San Diego County line.

(3) The boundary follows the
Riverside County-San Diego County line
southwesterly, then southeasterly to the
point where the Riverside County-San
Diego County line diverges southward
and the Santa Rosa Land Grant
boundary continues southeasterly.

(4) The boundary follows the Santa
Rosa Land Grant boundary
southeasterly, then northeasterly, to its
intersection with the Temecula Land
Grant boundary.

(5) The boundary follows the
Temecula Land Grant boundary
southeasterly, then northeasterly, to
intersection with the Little Land Grant
boundary.

(6) The boundary follows the Little
Temecula Land Grant boundary
southeasterly to its intersection with the
boundary of that portion of the
Pechanga Indian Reservation which,
until 1907, was Lot "E" of the Little
Temecula Land Grant.

(7) The boundary follows the
Pechanga Indian Reservation boundary
southeasterly, then northeasterly

j(including that portion of the Penchanga
Indian Reservation in the approved
viticultural area) to the point at which It
rejoins the Little Temecula Land Grant
boundary.

(8) The boundary fpllows the Little
Temecular Land Grant boundary
northeasterly to its intersection with the
Pauba Land Grant boundary.

(9) The boundary follows the Pauba
Land Grant boundary southeasterly,
then northeasterly, to the north-south
sectior line dividing Section 23 from
Section 24 in Township 8 South, Range 2
West.

(10) The boundary follows this section
line south to the 1500-foot contour line.

(11) The boundary follows the 1500-
foot contour line easterly to the range
line dividing Range 2 West from Range I
West.

(12) The boundary follows this range
line north, across California State
Highway 71/79, to the 1400-foot contour
line of Oak Mountain.

(13) The boundary follows the 1400-
foot contour line around Oak Mountain
to its intersection with the 117°00, West
longitude meridian.

(14) The boundary follows the the
117°00° West longitude meridian north to
its intersection with the Pauba Land
Grant boundary.
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(15) The boundary follows the Pauba
Land Grant boundary westerly, then
northeasterly, then west, then south,
then west, to Warren Road (which
coincides with the range line dividing
Range 1 West from Range 2 West).

(16) The boundary follows Warren
Road north to an unnamed east-west,
light-duty, hard or improved surface
road (wnch coincides with the section
line dividing Section 12 from Section 13
in Township 7 South, Range 2 West).

(17) The boundary follows this road
west to the north-south section line
dividing Section 13 from Section 14 in
Townslp 7 South, Range 2 West.
- (18) The boundary follows tins section
line south to its intersection with Buck
Road (which coincides with the east-
west section line on the southern edge of
Section 14 in Township 7 South, Range 2
West).

(19) The boundary follows Buck Road
west to the point where it diverges
northwesterly from the section line on
the southern edge of Section 14 in
Township 7 South, Range 2 West.

(20) The boundary follows this section
line west, along the southern edges of
Sections 14,15,16,17, and 18 in
Township 7 South, Range 2 West, to
Tucalota Creek.

(21) The boundary follows Tucalota
Creek southerly to Santa Gertrudis
Creek.

(22) The boundary follows Santa
Gertrudis Creek southwesterly to
Murrieta Creek.

(23) The boundary proceeds
northwesterly along the westernmost
branches of Murneta Creek to Orange
Street in Wildomar, Califorma.

(24) From the intersection of Murreta
Creek and Orange Street in Wildomar,
Califorma, the boundary proceeds in a
straight line to the beginning point

Signed. September 4,1934.
W.T. Drake,
Acting Director.

Approved: October 5,1984.
Edward T. Stevenson,
DeputyAssistant Secretary, (Operations).
[FR Doc. 84-M Filed 10-22-84 8:45 am]

BILNG CODE 4810-31-M

27 CFR Parts 19 and 240

[T.D. ATF-1861

Use of Spirits In the Production of
Wine and Wine Products To Be
Rendered Unfit for Beverage Use

AGENCY: Bureau of Alcohol, Tobacco
and Firearms, (ATF3, Treasury.
ACTION: Final rule (Treasury decision).

SUMMARY: This final rule amends ATF
regulations to implement the provisions
of section 455 of Pub. L. 98-369. This
new law, entitled the Deficit Reduction
Act of 1984, was signed by President
Reagan on July 18,1984, and allows, in
part, the use of distilled spirits other
than wine spirits in the production in the
United States of nonbeverage wine and
sunilar nonbeverage wine products.

The Bureau is presently engaged in
the review and redrafting of the wine
regulations prescribed in Title 27, Code
of Federal Regulations, Parts 170,231
and 240. When ATF has completed the
drafting of revised regulations, a notice
of proposed rulemaking will be issued to
solicit public comment-on proposed
revisions of the regulations pertaining to
wine, including the regulations
contained in tis final rule.
EFFECTIVE DATE: The provisions of
section 455 of Pub. L 98-369 became
effective on July 18, 1934. The provisions
of this Treasury decision become
effective on October 23,1984.
FOR FURTHER INFORMATION CONTACT.
Michael J. Breen, FAA, Wine and Beer
Branch, Bureau of Alcohol, Tobacco and
Firearms, 1200 Pennsylvania Avenue,
NW, Washington, DC 20226 (202-568--
7626).
SUPPLEMENTARY INFORMATIO .

Legislative Background

With the enactment of Pub. L. 98-369
(98 Stat. 494], the excise tax rate for
distilled spirits is to be increased,
effective October 1,1985, from $1o.50 per
proof gallon to $12.50 per proof gallon.
The liability for the distilled spirits tax
applies to both domestic and imported
distilled spirits. The tax Is determined
upon removal of the distilled spirits from
a distilled spirits plant or from customs
custody. However, distilled spirits may
be removed, without payment of tax,
pursuant to the provisions of section
5214 of the Internal Revenue Code of
1954, as amended.

Prior to passage of Pub. L 98-369, only
paragraph (5) of section 5214(a)
permitted the withdrawal without
payment of tax of distilled spirits for use
in wine production, as authorized by
section 5373. The language in section
5373 restricts the distilled spirits used in
wine production to wine spirits having a
minimum proof of 140 degrees or
commercial brandy aged in wood for not
less than two years and barreled at not
less than 100 degrees of proof. Such
removals of wine spirits and brandy
from bonded distilled spirits plant
premises to a bonded wine cellar were
and are presently allowed only when
the spirits are to be used in the

production of vane and wine products
(including nonbeverage vmes).

Prior to enactment of this new law, a
manufacturer who elected to use spirits
other than wine spirits in the production-
of nonbeverage wines had to pay the
Federal excise tax at the distilled spirits
rate and. following manufacture, file
claim for drawback of all but one dollar
of the tax paid on each proof gallon of
spirits so used. Accordingly, domestic
manufacturers who nshed to use spirits
other than wine spirits in the production
of nonbeverage wine products had to
pay $1.00 for each proof gallon of spirits
used. The Internal Revenue Code,
however, imposed no restrictions on the
importation of foreign-produced
nonbeverage wines and similar
nonbeverage wine products to which
spirits other than nne spirits had been
added. Since foreign producers were not
subject to the $1.00 of drawback per
proof gallon, such imported products
have been priced relatively lower than
comparable domestic products. Section
455 of Pub. L. 93-369 provides parity
between domestic producers and
inportcrs of foreign-manufactured
nonbeverage vnes and nonbeverage
wine products.

Pab. L. 98-369 amends section 5214(a)
to provide language in a new paragraph
(13) specifically authorizing the addition
of spirits other than (but not excluding]
wine spirits and brandy to wine which
is to be used in the production in the
United States of wines and wme
products which are to be rendered unfit
for beverage use. While tis new
language liberalizes the provisions of
law pertaining to the use of spirits in
wine production, the restrictions against
the use of nonbeverage wines and
nonbeverage wine products in the
compounding of any distilled spirit or
wine for beverage use or in the
manufacture of any product intended to
be used in such compounding remain in
effect.

Regulatory Flexibility Act

The provisions of the Regulatory
Flexibility Act relating to an initial and
final regulatory flexibility analysis (5
U.S.C. 603. 6.24) are not applicable
because this final rule will not have a
significant economic impact on a
substantial number of small entities. The
proposal is not expected to: have
significant secondary or incidental
effects on a substantial number of small
entities; or impose, or otherwise cause, a
significant ncrease in the reporting,
recordkeeping, or other compliance
burdens on a substantial number of
small entities.


