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P rom  M cD o n o u g h ,. Ga., VOR; to  G reen ­
w ood, S.C., VOR; MEA 2,100.

P rom  G reenw ood, S.C., VOR; to  F t. M ill, 
N.C., VOR; MEA 2,000.

Section 610.6476 V O R  F e d era l a irw a y

476 is am ended to  delete:

P rom  M cD on ou gh , Ga., VOR; to  G reen ­
w ood, S.C., VOR; MEA 2,100.

Prom  G reenw ood, S.C., VOR; to  F t. M ill, 
N.C., VOR; MEA 2,000.

Section 610.6477 V O R  F ed era l a irw a y

477 is added to read :

P rom  H ou sto n , T ex., VOR; to  L eona, Tex., 
VOR; MEA *3,300. *1,800— MOCA.

P rom  H ou sto n , T ex., VOR v ia  E  alter.; to  
G u lf C oast INT, T ex., v ia  E alter.; MEA *2,300. 
*1,800— MOCA.

Prom  G u lf C oast INT, T ex., v ia  E alter.; to  
N ew  W averly INT, T ex., v ia  E alter.; MEA 
*3,300. *1,500— MOCA.

Prom . N ew  W averly IN T , T ex., v ia  E alter.; 
to  L eona, T ex., VOR v ia  E alter.; MEA *2,800. 
*1,400— MOCA.

P rom  H ou sto n , T ex., VOR v ia  W alter.; to  
F airb an k s IN T , T ex., v ia  W  alter.; MEA 1,800.

From  F airb an ks IN T , T ex., v ia  W  alter.; to  
M agn olia IN T, T ex., v ia  W  alter.; MEA 2,000.

F rom  M agnolia  IN T, T ex., v ia  W alter.; to  
L eona, T ex., VOR v ia  W  alter.; MEA 2,100.

From  L eon a, T ex., VOR; to  D allas, T ex., 
VORTAC; MEA *3,000. *2,100— MOCA.

P rom  L eona, T ex., VOR v ia  E alter.; to  
D allas, T ex., VORTAC v ia  E alter.; MEA 
*3,000. *2,000— MOCA.

Section 610.6478 V O R  F edera l a irw a y

478 is added to  read :

P rom  F a lm o u th , K y., VOR; to  N ew com be, 
K y., VOR; MEA 2,500.

Section 610.6491 V O R  F ed era l a irw a y  
491 is added to  read :

P ro m  L afa yette , In d ., VOR; to  P eo to n e, 111., 
VOR; MEA 2,000.

Section 610.6608 V O R  F e d era l a irw a y  
1508 is am ended to  read  in  p a r t:

P rom  G ill IN T , M ich.; to  Jefferson, O hio, 
VOR; MEA 3,000.

P ro m  L aram ie, W yo., VOR; to  S cottsb lu ff, 
N ebr., VOR; MEA 10,700.

Section 610.6614 V O R  F ed era l a irw a y  
1514 is am ended to  read  in  p a r t:

F rom  L am ar, C olo., VOR; to  * T u ttle  INT, 
K ans.; MEA 5,500. *6,000— MRA.

Section 610.6616 V O R  F ed e ra l a irw a y  
1516 is am ended to  read  in  p a r t:

P rom  *W aco IN T , Mo.; to  M iller  IN T , Mo.; 
MEA 2,900. *6,500— MRA.

P ro m  M iller  IN T , Mo.; to  Sp rin gfield , Mo., 
VOR; MEA 2,600.

Section 610.6618 V O R  F ed e ra l a irw a y  
1518 is am ended to  read  in  p a r t:

Prom  T u cu m ca ri, N . M ex., VOR; to  *Vega 
INT, Tex.; MEA 6,000. *6,000— MRA.

Section 610.1624 V O R  F ed e ra l a irw a y  
1524 is am ended to  read  in  p a r t:

P rom  L os A ngeles, C alif., VOR; to  * O ntario, 
C alif., VOR; MEA 4,000. *8,000— MCA O n ­
ta r io  VOR, ea stb o u n d .

P rom  O n tario , C alif., VOR; to  M oreno IN T, 
C alif., w estb ou n d , MEA 5,500; eastb ou n d , 
MEA 13,000.

(S ecs. 3 1 3 (a ) , 3 0 7 (c ) ,  72 S ta t. 752, 749; 49 
U.S.C. 1 3 5 4 (a ), 1 3 4 8 (c ))

These ru les shall become effective 
O ctober 20, 1960.

Issued in  W ashington, D.C., on  Sep ­
tem ber 23, 1960.

B. P u t n a m ,
A c tin g  D irec tor , 

B u re a u  o f  F lig h t  S ta n d a rd s .

[F.R. D oc. 60-9034; F iled , S ep t. 29, 1960;
8 :4 5  a.m .]

T it le  1 6 — CO M M ERCIA L 
P R A C T IC ES

C h a p t e r  I— F e d e r a l  T r a d e  C o m m i ssi o n  

[D ock et 7434 o.]

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

C l in t o n  W a t c h  C o . e t  a l .

Subpart—Advertising falsely or m is ­
leadingly: § 13.70 F ic tit io u s  or m is le a d ­
in g  g u a ra n te es . S upart—F urnish ing
m eans and  instrum entalities of m isrep ­
re sen tation  or deception: § 13.1055—50 
P re tic k e t in g  m e rc h a n d ise  m is lea d in g ly . 
Subpart—M isrepresenting oneself and  
goods—Prices: §13.1811 F ic tit io u s  p r e ­

t ic k e tin g .

(S ec . 6, 38 S ta t. 721; 15 U.S.C. 46. In terp ret  
or a p p ly 'sec . 5, 38 S ta t . 719, as am ended; 15 
U.S.C. 45) [Cease an d  d e s is t  order, T he  
C lin to n  W atch  C om pany e t  al., C hicago, 111., 
D ock et 7434, J u ly  19, 1960]

I n  th e  M a tte r  o f  T h e  C lin to n  W a tc h
C o m p a n y , a  C o rp o ra tio n , a n d  Ir v in g  L .

W e in , B e rn a rd  J .  C ogan, a n d  M a x
M a g n u s , In d iv id u a lly  a n d  as O fficers

o f  S a id  C o rp o ra tio n

T he com plaint in  th is  case charged 
Chicago d istributors of w atches to  m ail 
o rder an d  discount houses, wholesalers 
an d  re ta ile rs fo r resale, w ith  rep resen t ­
ing “All M ovem ent P a rts  G uaran teed  fo r 
Life Never To B reak” in  advertising th e ir 
watches, w hen in  fa c t th e  guaran tee  re ­
quired paym ent of an  undisclosed service 
charge fo r repairs or ad justm en ts; an d  
w ith  preticketing  th e ir  w atches w ith  ex ­
aggerated  am ounts and  designating 
fictitious prices as “re ta il prices” in  
catalog inserts an d  o ther advertising, 
whereby re ta ile rs were enabled to  m is ­
lead  th e  public as to  th e  usual re ta il 
prices.

Denying respondents’ appeal from  th e  
in itia l decision, th e  Commission on Ju ly  
19 adopted i t  as th e  decision of th e  
Commission.

T he order to cease and desist is as 
follows:

I t  is  o rd ered , T h a t respondent T he 
C linton W atch Company, a  corporation, 
and  its  officers; Irv ing L. W ein, B ernard  
J . Cogan an d  M ax M agnus, as officers 
of said  corporation; and  Irv ing  L. W ein, 
individually, and  respondents’ rep resen t ­
atives, agents an d  employees, directly  o r 
th rough  any corporate o r o th er device, 
in  connection w ith th e  offering fo r sale, 
sale o r d is trib u tio n 'o f watches, o r any  
o th er m erchandise, in  comm erce, as 
“com m erce” is defined in  th e  Federal 
T rade  Commission Act, do fo rthw ith  
cease an d  desist from :

1. R epresenting, directly  o r indirectly, 
in  any m anner th a t  any am ount is the 
re ta il price of m erchandise, w hen such 
am ount is in  excess of th e  price a t  which 
such m erchandise is usually and  regu­
larly  sold a t  re ta il in  th e  trad e  area or 
a reas where th e  representations are 
m ade;

2. P u ttin g  in to  operation  any plan 
or device whereby o thers m ay m isrepre ­
sen t th e  regular and  usual re ta il price 
of respondents’ m erchandise;

3. R epresenting th a t  any merchandise 
offered fo r sale is guaranteed, unless the 
n a tu re  and  ex ten t of th e  guarantee and 
th e  m anner in  which the  guaran tor will 
perform  thereunder a re  clearly disclosed;

4. R epresenting th a t  m erchandise is 
guaranteed, w hen a  service charge is 
im posed, unless th e  am ount thereof is 
clearly disclosed.

By “F inal O rder”, repo rt of compliance 
was required as follows:^

I t  is o rd ered , T h a t respondents, The 
C linton W atch Company, a  corporation, 
and  B ernard  J . Cogan and  Max Magnus, 
as officers of said corporation, and Irving 
L. Wein, individually and  as an  officer 
of said  corporation, shall, w ithin sixty 
(60) days a fte r service upon them  of this 
order, file w ith  th e  Commission a report, 
in  writing, se tting  fo r th  in  detail the 
m anner and  form  in  which they have 
complied w ith th e  order to  cease and 
desist.

Issued: Ju ly  19, 1960.

By the  Commission.

[ s e a l ] R o b e r t  M. P a r r i s h ,
Secretary.

[P.R. D oc. 60-9107; F iled , Sept. 29, I960;
8:49 a.m.3

[D ock et 7873 c.o.]

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

P R A C T I C ES

C o n t in e n t a l  S c h o o l s,  I n c . ,  e t  a l .

Subpart—Advertising falsely or mis- 
dingly: ■n'n't n m n is :

(Sec. 6, 38 S ta t . 721; 15 U.S.C. 46. 
or ap p ly  sec . 5, 38 S ta t . 719, as am ended, 
U.S.C. 45) [C ease an d  d esist order, C ontinen ­
ta l S ch ools, In c . (V ancouver, W ash.), et ai., 

D o ck et 7873, J u ly  19 ,1960]

I n  t h e  M a tte r  o f  C o n tin e n ta l Sĉ ls’ 
In c .,  a  C orp o ra tio n , a n d  L eroy w n iie , 
R a lp h  J . M erris , a n d  R a lp h  
fe t te r ,  as In d iv id u a ls  a n d  as Officers oj 
S a id  C o rp o ra tio n , a n d  M a x  Moore, as 
a n  In d iv id u a l

lis proceeding was heard  by a hea_ 
exam iner on th e  com plaint of 
m ission charging operators of J* 
ondence school in  Vancouver, W •> 
ag a  course on je t  engine 
ng o thers, w ith using .rmsleadmg 
ns in  new spaper advertising, 
rs, salesm en’s statem ents, etc.,
. ___ ____ _+■ earning prt»
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nities th erein  fo r  stu d en ts co m p letin g  
their course, e tc .

A ccepting a  co n sen t agreem en t, th e  
hearing exam in er m ade h is  in itia l d e ­
cision and order to  cea se  an d  d esist w h ich  
became on July  19 th e  d ecision  o f th e  
Com m ission.

Said order to  cease an d  d esist is  a s  
follows:

I t  is ordered , T h a t respondents C onti ­
nental Schools, Inc., a  corporation, and  
its officers; and  Leroy W hite, R alph  J . 
Merris and R alph D. L ingenfelter in ­
dividually and  as officers of said corpo­
ration; and M ax Moore, individually, and  
respondents’ representatives, agents and  
employees, directly o r th rough  any  cor ­
porate or other device, in  connection w ith 
the offering for sale, sale or d istribu tion  
in commerce, as “commerce” is defined 
in the Federal T rade  Commission Act, of 
courses of study or instruction , do fo r th ­
with cease and desist from  :

1. Representing, directly o r by 
implication: -

(a) T hat the ir sales representatives 
are prim arily concerned w ith d e ter ­
mining the qualifications of prospective 
purchasers of courses when th e ir purpose 
is to sell courses of in struction ;

(b) T hat they are  selective to th e  ex ­
tent of enrolling only those who possess 
the aptitude for successful com pletion of 
such courses of study, or th a t  they  a re  
selective to any o ther ex ten t th a t  is con ­
trary to the facts;

(c) T hat the je t  engine m echanic 
course is so prepared and  presented th a t  
the prospect can successfully com plete 
it without personal in struction  or 
supervision;

(d) That a  person upon com pletion of 
such jet engine m echanic course will be 
a trained je t m echanic o r technician  or 
will be qualified to repair, m ain ta in  or 
overhaul je t engines ;

(e) That a  person upon com pletion of 
such jet engine m echanic course will be 
able to get em ployment as a  je t  m echanic 
or technician, o r in  th e  repair, m ain ­
tenance or overhaul of je t  engines;

2. Making any represen tations con ­
cerning employment or earn ing  prospects 
m the aircraft industry, w ithout affirm a­
tively and conspicuously disclosing:

(a) That certification by th e  Federal 
Aviation Agency is required fo r employ­
ment as a skilled je t  m echanic or tech ­
nician in the repair, m ain tenance or 
v®™auüug of a irc ra ft engines;
. ”?•* T hat completion of such course of 

no  ̂meet  the  prerequisites for 
ertincation by such agency.

. -decision of the  Commission”, etc., 

follows-0  ̂ comp^ ance was required as

r p ^ tSj 0r^ere^’ T h a t the  above-na 
af+P0n^en*'s shall, w ithin sixty (60) t 
fil« ?5rvice uP°n  them  of th is  oi 

h  the Commission a  repor 
®etting fo rth  in  detail th e  n  

d Iîph  in  which  they have c
with the order to  cease and  de

ïssued: June 30,1960.

By the C om m ission .

[se a l ] R o be r t  M. Pa r r is h , 

, p  n  S é c ré ta i
l R. Doc. 60-9108; F iled , S ep t. 29, : 

8:49 a.m .]

[Docket 7679 c.o.]

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

W i n t e r s- S c h n e i d e r  S a l e s  A g e n c y  e t  a l .

S ubpart—F urnish ing  m eans and  in ­
s trum entalities of m isrepresentation  or 
deception: § 13.1055 F u rn ish in g  m e a n s  
a n d  in s tr u m e n ta lit ie s  o f  m is re p re se n ta ­
t io n  o r  d ec ep tio n . S ubpart—Securing 
in form ation  by subterfuge: § 13.2168 
S ec u r in g  in fo r m a tio n  b y  su b ter fu g e .

(S ec . 6, 88 S ta t . 721; 15 U.S.C. 46. In terp ret  
or ap p ly sec . 5, 38 S ta t . 719, as am end ed; 15 
UJS.C. 45) [C ease an d  d e s is t  order, H erm an  
W in ters  (E n cin o , C alif.) e t  a l. d o in g  b u sin ess  
as W in ters-S ch n eid er  S a les A gency, D o ck et  
7679, J u ly  19, 1960]

I n  th e  M a tte r  o f  H e rm a n  W in te r s , R a lp h
S c h n e id e r  a n d  S id n e y  M a n d y , I n d i ­
v id u a lly  a n d  as C o rp a rtn er s , T ra d in g
a n d  D o in g  B u s in es s  as W in te r s -
S c h n e id e r  S a le s  A g e n c y

T he com plaint in  th is  case charged 
th ree  individuals in  C alifornia w ith ob ­
ta in ing  in form ation  from  debtors 
th rough  subterfuge, including th e  use of 
term s and  form s sim ilar to  those used 
by the  U.S. Governm ent, and  a  W ashing ­
ton, D.C., m ailing address, and  rep re ­
sen tations th a t  a  sum  of m oney was due 
and  could be collected by persons filling 
in  th e  desired inform ation.

On th e  basis of a  consent agreem ent, 
th e  hearing  exam iner m ade his in itia l 
decision and  order to  cease and  desist 
which becam e on Ju ly  19 th e  decision of 
th e  Commission.

T he order to  cease and  desist is as 
follows:

I t  is  o rd ered , T h a t respondents H er ­
m an  W inters, R alph  Schneider and  S id ­
ney M andy, as individuals, o r as 
copartners doing business as W inters- 
Schneider Sales Agency, or under any 
o ther trad e  nam e or nam es, and  re ­
spondents’ representatives, agents or 
employees, directly, o r th rough  any 
corporate o r o ther device, in  connection 
w ith th e  business of obtaining in form a ­
tion  concerning delinquent debtors, or 
w ith th e  offering fo r sale, sale or d is tri ­
bu tion  of form s, or o th er m ateria l, for 
use in  obtaining inform ation  concerning 
delinquent debtors, or in  th e  collection 
of, o r‘in  a ttem pting  to collect accounts, 
in  comm erce, as “com m erce” is defined in  
th e  Federal T rade Commission Act, do 
fo rthw ith  cease and  desist from :
- (1) Using, or placing in  th e  hands of 

o thers fo r use, any form s, letters, ques ­
tionnaires o r o ther m aterials, p rin ted  or 
w ritten , which do n o t clearly reveal th a t  
th e  purpose fo r which th e  in form ation  
is requested is th a t  of obtaining in fo r ­
m ation  concerning delinquent debtors.

(2) R epresenting, o r . placing in  the  
h ands of o thers any m eans of rep re ­
senting, directly  or by im plication, th a t  
m oney is  being held for, o r is due, persons 
concerning whom inform ation  is sought, 
o r is collectible by such persons, unless 
m oney is in  fac t due and  collectible by 
such  persons an d  th e  am ount thereof 
is expressly sta ted .

(3) Using th e  term s: “Sem i-A nnual 
Em ploym ent Record,” “Change of Em ­
ploym ent Records,” “Em ploym ent Verifi­
ca tion  Request,” “D epartm en t of Vehicle

Verification Records,” “D epartm en t of 
Claims and  Settlem ents,” “Office of A rea- 
A,” “B ureau of Settlem ents and  Collec­
tions,” o r “Division of D isbursem ents,” 
o r o th er words, term s or phrases of sim i­
la r  im port to  designate, describe, o r re ­
fe r to respondents’ business; o r rep re ­
senting, directly  o r by im plication in  any 
m an n er th a t  requests fo r inform ation  
concerning delinquent debtors are from , 
or have any connection w ith  the  Gov­
ernm ent of th e  U nited S ta tes  o r any 
agency or b ranch  thereof.

By “Decision of th e  Commission” , 
etc., report of com pliance was required 
as follows:

I t  is  o rd ered , T h a t respondents herein  
shall, w ith in  sixty (60) days a f te r serv ­
ice upon them  of th is  order, file w ith  the  
Commission a  report in  w riting setting  
fo r th  in  deta il th e  m anner and  form  in  
w hich they have com plied w ith  the  order 
to  cease an d  desist.

Issued: Ju ly  19,1960.

By th e  Commission.

[ s e a l ] R o be r t  M. Pa r r i s h ,
S e c re ta ry .

[ P A  D oc. 60-9109; F iled , S ep t. 29, 1960;
8:49 a .m .j

T it le  2 1 — FO O D  AN D  D RU GS
C h a p t e r  I— Fo o d  a n d  D r u g  A d m i n i s ­

t r a t io n ,  D e p a r t m e n t  o f  H e a l t h ,  Ed u ­

c a t i o n ,  a n d  W e l f a r e

SU B C H A P T ER  C— D R U G S

P A R T  1 4 6 — G EN ER A L  R EG U L A T I O N S  
F O R  T H E C ER T I F I C A T I O N  O F  A N T I ­

B I O T I C  A N D  A N T I B I O T I C - C O N ­

T A I N I N G  D R U G S

P A R T  1 4 7 — A N T I B I O T I C  I N T EN D ED  
F O R  U S E I N  T H E L A B O R A T O R Y  
D I A G N O S I S  O F  D I S EA S E

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

In  re : Certifiable antib io tic drugs for 
use in  th e  laboratory  diagnosis of dis ­
ease; an tib io tic sensitivity discs p re ­
pared  w ith  these drugs.

Com m ents received in  response to the  
notice of proposed ru le m aking in  th e  
above-entitled m atte r, published in  th e  
F e d e r a l  R e g is t e r  of April 9, 1960 (25 
F.R . 3084), fa ll m ainly in  th e  following 
categories:

I . Com m ents re la ting  to certification 
per se.

n .  Com m ents re la ting  to  classifying 
sensitivity discs as drugs.

TTT- C om m ents re la tin g  to  fa ilu re  to  
ex ten d  cer tifica tio n  proced u res to  a ll 
d ru gs u sed  in  se n sitiv ity  d iscs.

W ith  reference to th e  com m ents fa ll ­
ing in  category n ,  section 201(g) (2) of 
th e  F ederal Food, Drug, and  Cosmetic 
Act defines th e  term  “drug” as “ * * * 
artic les in tended  fo r use in  th e  diagnosis, 
cure, m itigation , o r prevention  o f-d is ­
ease in  m an or o ther anim als.” A nti ­
b iotic sensitivity  discs a re  used by 
labora tory  technicians, under the  super ­
vision of th e  m edical profession, in  d e te r ­
m in in g  th e  drug best suited fo r th e  t r e a t ­
m en t of a  specific disease condition; th is
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u se a s a  d ia g n o stic  a id  b rin gs su ch  d iscs  
w ith in  th e  sta tu to ry  purview .

W ith reference to  category I, sensi­
tiv ity  discs contain ing th e  an tib io tic 
drugs listed in  section 507 of th e  Federal 
Food, Drug, an d  Cosmetic Act were ex ­
em pted from  certification upon a  find ­
ing th a t  such discs would be safe and  
efficacious fo r use provided th a t  they  
com plied w ith ce rta in  requirem ents 
which are  se t fo r th  in  § 146.24. One 
such requirem ent was th a t  th e ir labeling 
should s ta te  th e  potency of each disc. 
Following num erous com plaints by the  
m edical profession, hospitals, and  labor ­
a to ry  technicians, th e  Food and  Drug 
A dm inistration  m ade a n  extensive su r ­
vey of the  conditions surrounding the  
production  and  m arketing  of these discs. 
This survey showed, am ong o ther things, 
th a t  a  substan tia l percentage of these 
drugs sam pled in  th e  channels of com ­
m erce and  tested  under sim ulated condi ­
tions of use showed substan tially  less or 
substan tially  m ore th a n  th e  potency de ­
clared on th e ir  labels. They did not, 
therefore, comply w ith  th e  requirem ents 
fo r exem ption from  certification under 
section 507 of th e  act. Moreover, these 
inaccurate  s ta tem en ts of potency im ­
paired  th e ir safety  and  efficacy for diag ­
nostic use.

W ith  reference to  category i n ,  th e  
notice of proposed rule m aking dealt 
only w ith those antib io tic drugs subject 
to  regulation  under section 507 of th e  act, 
and  n o t w ith sensitivity discs generally, 
w hich are  subject to. the  general provi­
sions of th e  law.

O ther com m ents received re la ted  to 
th e  proposed s tandards of potency, tests 
and  m ethods of assay, packaging, and  
labeling. T he bases fo r such com m ents 
are  n o t considered sufficient to  require 
changes in  th e  proposed am endm ents. 
T he Food and  D rug A dm inistration  will, 
however, consider proposals for changes 
re la ting  to  testing  procedures if such 
changes are shown to  be an  im provem ent 
of th e  techniques involved or to  bring 
about m ore accura te  results.

All com m ents and  recom m endations 
filed have been carefully evaluated, and  
it  is concluded th a t  i t  is v ital fo r the  
pro tection  of th e  public h ea lth  th a t  the  
regulations published in  th e  notice of 
proposed ru le m aking above cited be 
promulgated.' Therefore, th e  following 
am endm ents are  o rdered :

1. Section 146.24 is am ended to read  
as follows:

§ 146.24 P e n i c i l l i n  p o w d e r  f o r  d ia g n o s ­

t i c  u s e ; s t r e p t o m y c in  p o w d e r  f o r  
d ia g n o s t i c  u s e ;  d ih y d r o s t r e p t o m y c in  
p o w d e r  f o r  d ia g n o s t i c  u s e ; C h lo r te tr a ­
c y c l i n e  h y d r o c h lo r id e  p o w d e r  f o r  
d ia g n o s t i c  u s e ;  t e t r a c y c l in e  h y d r o ­
c h lo r id e  p o w d e r  f o r  d ia g n o s t i c  u s e ;  
c h l o r a m p h e n i c o l  p o w d e r  f o r  d ia g ­
n o s t i c  u s e ;  b a c i t r a c in  p o w d e r  f o r  
d ia g n o s t i c  u s e .

[C r o s s -R e f e r e n c e s : For te s ts  a n d  m eth o d s  
o f assay an d  certifica tio n  o f  a n tib io tic  se n s i ­
t iv ity  d iscs for laboratory d ia g n o sis  o f d is ­
ea se ,-see  §§ 147.1 an d  147.2 o f th is  ch ap ter.]

D ry pow der o f p e n ic illin , strep tom y ­
c in , d ih yd rostrep tom ycin , C hlortetracy ­

c lin e  h yd roch lorid e, te tra cy c lin e  h yd ro ­

ch lorid e, ch loram p h en ico l, or b a citra cin .

packaged fo r dispensing and  in tended 
fo r use solely in  laboratory  procedures 
in  connection w ith  th e  diagnosis or 
trea tm e n t of disease and  conspicuously 
so labeled shall be exem pt from  th e  cer ­
tification  requirem ents of sections 502 (I) 
and  507 of th e  ac t if each complies w ith 
all th e  following conditions:

(a) I ts  potency in  term s of un its  or 
m icrogram s per m illigram  an d  its  m ois ­
tu re  content comply w ith th e  s tandards 
prescribed fo r th e  sa lt by §§ 146a.24, 
146b.101, 146b.l03, 146C.201, 146c.218, 
146d.301, 146e.401 of th is chapter.

(b) I t  is packaged in  im m ediate con ­
ta iners  th a t  are tig h t containers as de ­
fined by th e  U.S.P. E ach such container 
shall contain  no t less th a n  10 m illigrams.

(c) E ach package bears on th e  label 
o r labeling of its  outside w rapper or con ­
ta in e r and  th e  im m ediate container th e  
following:

(1) T he sta tem en t “Diagnostic re ­
agent. F or professional use only.”

(2) T he num ber of m illigram s or 
gram s contained in  each im m ediate con ­
ta in e r and  th e  potency per milligram.

(3) T he batch  m ark.
(4) T he sta tem en t “E xpiration  date

________ th e  b lank being filled in
w ith  th e  date  th a t  does no t exceed th e  
expira tion  date  authorized  fo r th e  a n ti ­
biotic sa lt by th is chapter.

(d) T he circu lar or o ther labeling 
w ith in  or a ttached  to  th e  package bears 
directions adequate fo r th e  use of such 
drug.

2. T itle 21 is am ended by adding th ere ­
to  th e  following new P a r t 147—Antibi­
otics In tended  for Use in  th e  Laboratory 
Diagnosis of Disease:

Sec.
147.1 A n tib io tic  se n s it iv ity  discs; te s ts  an d

m eth o d s of assay; p oten cy .
147.2 A n tib io tic  se n s itiv ity  discs; certifica ­

t io n  procedure.

A u t h o r i t y : §§ 147.1 an d  147.2 issu ed  un der  
sec . 701, 52 S ta t . 1055, as am en ded; 21 U.S.C. 
371. In terp ret or app ly sec. 507, 59 S ta t. 463, 
as am en ded ; 21 U.S.C. 357.

§  1 4 7 .1  A n t ib io t ic  s e n s i t iv i t y  d i s c s ;  t e s t s  
a n d  m e t h o d s  o f  a s s a y ; p o t e n c y .

(a) C u ltu re  m e d ia — (1) I f  th e  d iscs
c o n ta in  ‘p en ic il lin , ch lo r  a m p h e n ic a l,
C h lo rte tra cyc lin e , te tra c y c lin e , or b a c i ­

tr a c in . Use th e  m edium  described under 
§ 141a.1(b) (2) of th is  chap te r fo r the  
base layer and  th e  m edium  described 
under § 141a.1(b) (1) of th is  chap te r for 
th e  seed layer.

(2) I f  th e  d iscs c o n ta in  s tr e p to m y c in  
o r d ih y d r o s tr e p to m y c in .  Use th e  m e ­
dium  described under § 141a.l (b )(1 ) of 
th is  chap te r fo r both  th e  base layer and  
seed layer, except ad ju st so th a t  th e  pH  
will be 7.9-8.1 a f te r sterilization.

(b) P re p a ra tio n  o f  su sp en s io n — (1) I f  
p en ic ill in  o r  b a c itra c in  is  u sed . P re ­
p are  a  suspension as directed in  § 14 le. 
410(b) ( l ) (v )  of th is  chap ter, except 
use “Staphylococcus au reus” (ATCC 
13150).

(2) I f  s tr e p to m y c in  o r  d ih y d r o s tr e p ­

to m y c in  is u sed . P repare  a  suspension 
as directed in  § 141a. 1(e) of th is  chap ter.

(3) I f  c h lo ra m p h e n ic o l or  Chlortetra­
cy c l in e  o r  tetracycline is  u sed . P repare  
a  suspension as directed  in  § 141c.201
(a) (5) of th is  chapter.

(c) P r ep a ra tio n  o f  p la te s— (1) Base 
la yer . Depending on th e  particu lar anti ­
biotic in  th e  discs to  be tested, add 42 
m illiliters of th e  appropriate  medium 
prescribed in  p arag rap h  (a) of this sec­
tion  to  each P e tri dish (20 millimeters 
x 150 m illim eters) and  allow to harden 
and  dry slightly by raising  the  tops on 
one side.

(2) S ee d  la yer. Add 8 milliliters of 
th e  appropriate  seed agar as prescribed 
in  p arag raph  (a) of th is section to each 
p late, spread evenly over th e  hardened 
base layer, and  allow to harden and 
dry on a  level surface. For accurate 
results it is necessary to obtain uniform 
d istribution  of the  ag a r over the surface 
of the  plates. Depending on the anti­
biotic contained in  th e  discs to be 
tested, th e  following am ounts of inocu­
lum  (it m ay be necessary to adjust the 
inoculum  in  order to obtain  satisfactory 
zone sizes) are  to be used per 100 mil­
liliters of seed agar:

(i) If  i t  is penicillin or bacitracin: 
1.0 m illiliter of th e  inoculum prepared 
as directed in  p arag raph  (b) (1) of this 
section.

(ii) I f  i t  is streptom ycin or dihydro­
streptom ycin: 3.0 m illiliters of the inocu­
lum  prepared  as directed in  paragraph
(b) (2) of th is  section.

(iii) I f  i t  is chloramphenicol: 4.0 
m illiliters of th e  inoculum  prepared as 
d irected in  p arag raph  (b) (3) of this 
section.

(iv) I f  i t  is  C h lo rte tra c y c lin e  or tetra ­
c y c lin e : 1.5 m illi l i te r s  of th e  inoculum 
p re p a re d  a s  d ire c te d  in  p a ra g ra p h  (b) 
(3) of th is  se c tio n .

Add th e  appropriate  am ount of inocu­
lum  to  th e  seed agar which has been 
m elted and  cooled to 48° C. Swirl the 
flasks to obtain  a  homogeneous suspen­
sion. „

(d) P re p a ra tio n  o f  co n tro l discs, use 
round  blank discs, having a diameter of 
*4 inch, m ade of clear white paper weigh­
ing approxim ately 30 milligrams per 
square cen tim eter and  th a t  will absorb 
approxim ately th ree  times its weight of 
distilled w ater. Place blank discs on 
alum inum  or stainless steel wire mesn 
w hich is supported in  a  m anner to allow 
circulation  of a ir above and below the 
discs. P repare  th e  desired number of 
discs fo r each point on the  standar 
curve by accurately  adding 0.02-milhn* 
ter-increm ents  of th e  appropriate stand­
a rd  stock solution to each disc, using a 
suitable pipette. Dry discs in circulati g 
a ir or under vacuum . Discs may 
sto red  for 2 weeks in  a  desiccator und 
refrigeration . Depending on the an - 
biotic contained in  th e  sample to 
tested, p repare th e  stock solutions ior 
th e  s tan d ard  discs by dissolving an 
curately  weighed quantity  of the wo 
ing s tan d a rd  in  th e  solvent indicated 
ob tain  stock solutions th a t  will contain 
th e  following concentrations require 
th e  s tan d a rd  d iscs:

(1) I f  i t  is penicillin: Use distill
w ater an d  prepare s tandard  solu 
w hich con tain  1.3, 2.4, 4.4, 8.1, and 15.« 
u n its  per 0 .02-m illiliter. ' Hro-

(2) I f  i t  is streptom ycin or dmya
streptom ycin: Use distilled n.

e fo r iH a r H  s o lu t i o n s
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tain 1.3, 2.4,4.4, 8.1, an d  15.0 Ag p er 0.02- 
milliliter.

(3) If i t  is chloram phenicol: Use one 
part methanol to  one p a r t  distilled w ater 
and prepare s tan d ard  solutions which 
contain 3.3, 6.3, 12.2, 23.4, and  45.0 pg 
per 0.02 milliliter.

(4) If it is chlortetracycline or te tra -  
cyline: Use m ethanol and  p repare  
standard solutions which con tain  3.3, 
6.3, 12.2, 23.4, and  45.0 pg  per 0.02- 
milliliter.

(5) If it is bacitracin : Use distilled 
water and prepare s tan d ard  solutions 
which contain 1.3, 2.4, 4.4, 8.1, and  15.0 
units per 0.02-milliliter.

(e) Assay. On each of th ree  plates 
prepared as directed in  p arag raph  (c) of 
this section, place th e  five contro l discs 
for the standard  curve and  two discs 
from each batch  to be tested. T he con ­
trol discs for the  s tan d ard  curve and  the  
sample discs a re  placed on th e  p lates in  
a random arrangem ent, w ith no discs 
being closer th a n  24 m illim eters (on 
centers) to any o ther disc. Discs are 
placed on the plates w ith the  aid  of fo r ­
ceps within as short a  period of tim e as 
possible (not to exceed 3 m inutes per 
plate) and tapped gently to ensure an  
even seal. Incubate th e  p lates overnight 
at 32° C.-35° C. After incubation, m eas ­
ure the diam eter of each circle of in ­
hibition, using calipers or a  m easuring 
device of comparable accuracy. Aver­
age the three zone sizes for each of the  
five standard-curve concentrations and  
plot the m ean sizes on th e  arithm etic  
scale of sem ilogarithm ic graph  paper 
with the antibiotic concentrations on  the  
logarithmic scale. Use th e  following 
equation to calculate th e  best s tra ig h t 
line.

T _  3 a + 2 b + c —e 
L~  5

„  3 e + 2 d + c —a
H = ------ 5~---- ?

where
L = th e calcu lated  zo n e size  o f th e  low  

co ncentration;
H = th e calcu la ted  zo n e size  o f  th e  h ig h  

concentration;
a> b, c, d, e = t h e  observed average zo n e  

sizes for each  resp ective co n cen ­
tration, a b ein g  th a t  fo r  th e  lo w est  
con centration.

Plot the values obtained fo r L  and  H  
and connect these two points w ith a 
straight line. Average th e  six sam ple 

sizbs and read  th e  corresponding 
antibiotic concentration of th is  m ean 
from the standard  curve. T his is the 
average potency of th e  sam ple disc.

(f) The potency is satisfactory  if the 
result obtained is no t less th a n  67 p e r ­
cent and not more th a n  150 percen t of 
nat represented. The batch  has a  un i- 

t rin Potency if on the  first o r second 
tv.* i (̂ scs each, the  diam eter of 

e largest zone of inhibition is n o t m ore 
“ an 2 5 millimeters larger th a n  the 
that f iiZone,.or ** the  num ber of zones 

outeide th is range in  th ree  or 
in „ficon®ec'rttee tests is no t m ore th an  
tested^ent °* *°tal num ber of discs

A n tib io t ic  s e n s i t iv i t y  d i s c s ;  cer-  
n a  c a t io n  p r o c e d u r e .

¿ » I f t a n a a r *  o f  id e n ti ty ,  s tr e n g th , 
V• an<̂  P u rity. A n tib io tic  s e n s i ­

tiv ity  discs a re  discs of paper o r com ­
pressed tab lets im pregnated  or tab leted  
w ith  penicillin, streptom ycin, dihydro ­
streptom ycin, chlortetracycline, te t r a ­
cycline, chloram phenicol, or bacitracin . 
I f  they  are  tab le ts they  m ay con tain  su it ­
able lubricants, binders, and  diluents, 
none of which shall affect th e  an tibac ­
te ria l spectrum s of th e  antibiotics. Each 
disc shall have a  uniform  potency th a t  
is equivalent to  th a t  contained in  a  
s tan d ard  disc prepared  w ith one of the  
following quantities of antib io tic com ­
pounds:

(1) B acitracin : Not less th a n  two 
un its or n o t m ore th a n  10 units.

(2) C hloram phenicol: Not less th a n  5 
pg o r  no t m ore th a n  30 fig.

(3) C hlortetracycline: Not less th a n  
5 pg  or n o t m ore th a n  30 pg.

. (4) D ihydrostreptom ycin: Not less 
th a n  2 pg  o r no t m ore th a n  10 pg.

(5) Penicillin: Not less th a n  two un its 
or no t m ore th a n  10 units.

(6) S treptom ycin: Not less th a n  2 pg 
or no t m ore th a n  10 pg.

(7) T etracycline: Not less th a n  5 pg 
or n o t m ore th a n  30 pg.

T he s tan d ard  discs used to  determ ine th e  
potency shall be prepared  from  clear 
w hite paper th a t  weighs approxim ately  
30 m illigram s per square centim eter and 
absorbs approxim ately  th ree  tim es its 
weight of distilled w ater, and  each shall 
have a  diam eter of y4-inch. E ach  a n ti ­
biotic com pound used to im pregnate such 
stan d a rd  discs shall be equilibrated in  
term s of th e  working stan d a rd  desig ­
n a ted  by th e  Commissioner fo r use in  
determ ining the  potency o r purity  of 
such antibiotic.

(b) P a c ka g in g .  T he im m ediate con ­
ta in e r shall be a  tig h t con tainer as de ­
fined by th e  U.S.P., and  shall be of such 
com position as will no t cause any change 
in  th e  streng th , quality, o r pu rity  of the  
conten ts beyond any lim it there fo r in  
applicable standards, except th a t  m inor 
changes so caused th a t  a re  norm al and  
unavoidable in  good packaging, storage, 
and  d istribu tion  practice shall be dis ­
regarded. E ach im m ediate container 
m ay contain  a  desiccant, and  each m ay 
be packaged in  com bination w ith  con ­
ta in ers  of suitable discs of drugs o ther 
th a n  those described in  p arag ra p h  (a) 
of th is  section. Such o ther discs shall 
be suitable only if th e  m anufac tu rer 
and  packer have subm itted to  th e  Com ­
m issioner in form ation  of th e  kind de ­
scribed in  § 146.7 of th is  chap te r and  
such in form ation  h as  been accepted by 
th e  Commissioner. I f  a  packaged com ­
b ination  contains discs of m ore th a n  one 
potency of any  one of th e  antibiotics in ­
cluded in  p arag rap h  (a) of th is  section, 
th e  potencies shall be only th e  lowest 
and  h ighest concentrations prescribed 
fo r th a t  antib io tic by th a t  paragraph .

(c) L a b e lin g . E ach package of discs 
shall bear on  its  label or labeling, as 
h ere in afte r indicated, th e  following:

(1) O n th e  outside w rapper or con ­
ta in e r an d  th e  im m ediate container:

(1) T he batch  m ark .
(ii) T he potency of each  disc in  the  

batch .
(in) T he sta tem en t “E xpiration  da te

__ ______ ,” th e  b lank  being filled in
w ith  one of th e  following appropria te

dates a f te r  th e  m onth  during  w hich the  
batch  was certified:

(a) F o r penicillin: 6 m onths.
(b) F o r bac itracin : 12 m onths.
(c) F or streptom ycin, d ihydrostrep to ­

mycin, chlortetracycline, tetracycline, 
and  chloram phenicol: 24 m onths.

I f  i t  is a  packaged com bination of discs 
of two or m ore drugs, its  outside w rapper 
shall bear only one expira tion  date, and  
th a t  da te  shall be the  date th a t  is re ­
quired for th e  shortest dated  discs con ­
ta ined  in  th e  package.

(iv) T he s ta tem en t “F or use in  labor ­
a to ry  diagnosis only.”

(2) On th e  circular or o ther labeling 
w ith in  or a ttached  to  the  package, ade ­
quate directions fo r th e  use of such discs.

(d) R e q u e s t  fo r  c e r ti f ic a tio n ; sa m p les .
(1) In  addition  to complying w ith the  
requirem ents of § 146.2 of th is  chap ter, 
a  person who requests certification of a 
batch  of an tib io tic sensitivity discs shall 
subm it w ith h is request a  s ta tem en t 
showing th e  ba tch  m ark, th e  num ber of 
packages of each size in such batch , th e  
ba tch  m ark , and, unless i t  was p re ­
viously subm itted, th e  date  on which the 
la tes t assay of th e  an tib io tic used in  
m aking such ba tch  was completed, the  
potency of each disc, th e  quan tity  of 
each ingredient used in  m aking the 
batch , the  date  on which th e  la test 
assay of th e  drug com prising such batch  
was com pleted, and  a s ta tem en t th a t  
each ingredient used in  m aking the  
ba tch  conform s to  th e  requirem ents p re ­
scribed there fo r by th is section.

(2) Such person shall subm it in con ­
nection  w ith his request results of the 
tests and  assays m ade by him  on a n  ac ­
cu rately  represen tative sam ple of the  
ba tch  for potency.

(3) Such person shall subm it in  con ­
nection w ith  his request an  accurately 
representative sam ple of the  batch  con ­
sisting of one disc fo r each 5,000 discs 
in  the  batch , b u t in  no case less th a n  36 
discs collected by tak ing  single discs a t  
such in tervals th roughou t th e  en tire  
tim e of packaging th e  batch  th a t  th e  
quantities packaged during the  in tervals 
a re  approxim ately equal.

(e) Fees. T he fee fo r th e  services 
rendered  w ith respect to each batch  
under th e  regulations in  th is  section 
shall be:

(1) $0.50 fo r each disc in  th e  sam ple 
subm itted  in  accordance w ith parag raph
(d) (3) of th is  section.

(2) I f  th e  Commissioner considers 
th a t  investigations o th er th a n  the  exam ­
ina tion  of such discs and  packages are 
necessary  to determ ine w hether or not 
such ba tch  complies w ith th e  require ­
m ents of § 146.3 of th is  ch ap te r fo r the  
issuance of a  certificate, th e  cost of such 
investigations.

T he fee prescribed by subparagraph  (1) 
of th is  p a rag raph  shall accom pany the  
request fo r certification  unless such fee 
is covered by a n  advance deposit m ain ­
ta ined  in  accordance w ith § 146.8(d) of 
th is  chapter.

Any person who will be adversely 
affected by th e  foregoing order m ay a t  
any tim e p rio r to th e  th ir tie th  day from  
th e  da te  of its  publication  in  th e  F e d e r a l  
R e g i s t e r  file w ith  th e  H earing  Clerk, 
D epartm en t of H ealth , Education, and
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W elfare , Room  5440, 330 Independence 
Avenue SW., W ashing ton  25, D.C., w rit ­
te n  objections thereto . Objections shall 
show w herein th e  person filing will be 
adversely affected by th e  order an d  spec ­
ify  w ith  p articu la rity  th e  provisions of 
th e  order deemed objectionable an d  th e  
grounds fo r th e  objections. I f  a  hearing  
is requested, th e  objections m ust s ta te  
th e  issues fo r th e  hearing . A hearing  
will be g ran ted  if th e  objections are 
supported by grounds legally sufficient to 
justify  the  relief sought. Objections m ay 
be accom panied by a  m em orandum  or 
brief in  support thereof. All docum ents 
shall be filed in  quintuplicate.

E ffe c tiv e  d a te » T his o rder shall be ­
come effective as applied to  sh ipm ents of 
antib io tic discs introduced or delivered 
for in troduction  in to  in te rs ta te  com ­
m erce on and  a f te r th e  date  which is 90 
days from  th e  date  of publication of 
th is  o rder in  th e  F e d e r a l  R e g i s t e r . 
B atches of discs m ay  be subm itted for 
certification beginning w ith th e  date  of 
publication of th is order.

(Sec. 5 0 7 (f ) , 59 S ta t . 463, as am en ded ; 21 
U.S.C. 3 5 7 ( f ) )

D ated: Septem ber 23,1960.

[ s e a l ] G e o . P .  L a r r i c k ,

C o m m issio n er  o f  F o od  a n d  D rugs.

[F.R. D oc. 60-9098; F iled , S ep t. 29, 1960; 
8:47 a.m .j

T it le  2 6 — IN T ERN A L R EV EN U E, 
1 9 5 4

C h a p t e r  I— I n t e r n a l  R e v e n u e  S e r v ic e ,  
D e p a r t m e n t  o f  t h e  T r e a su r y

SU B C H A P T ER  A — I N C O M E T A X  

[T.D. 6494]

p a r t  1— INCOM E TAX; TAXABLE
Y E A R S  B EG I N N I N G  A F T ER  D E ­

C EM B ER  3 1 ,  1 9 5 3

Sh o r t  S a l e s

On August 12,1959, notice of proposed 
ru le m aking regard ing  th e  regulations 
under section 1233 of th e  In te rn a l Reve ­
nue Code of 1954 re la ting  to  sho rt sales, 
as am ended by th e  Act of August 12, 
1955 (Public Law 385, 84th Cong., 69 
S ta t. 717), and  section 52 of th e  T echni ­
cal A m endm ents Act of 1958 (72 S tat. 
1643) was published in  th e  F e d e r a l  
R e g i s t e r  (24 F.R. 6501). A fter con ­
sideration  of all such re levant m a tte r  
as was presented  by in terested  persons 
regarding th e  ru les proposed, th e  fol­

lowing regulations are  hereby adopted:
P a r a g r a p h  1. Section 1.1233 is 

am ended by revising section 1233(a), by 
adding a new p arag ra p h  (4) to  section 
1233(e), by adding a  new  section 1233(g), 
and  by revising th e  h istorical note. 
These revised and  new provisions read  as 
follows:

§ 1.1233 S t a t u t o r y  p r o v i s i o n s ; g a in s  a n d  
l o s s e s  f r o m  s h o r t  s a le s .

Se c . 1233. Gains and losses from short 
sales— (a ) Capital Assets. For purposes o f  
th is  su b title , g a in  or lo ss fro m  th e  sh o r t sa le  
o f property sh a ll b e  co n sid ered  as g a in  or

lo ss  fro m  th e  sa le  or exch a n g e  o f a  ca p ita l 
a sse t  to  th e  e x te n t  th a t  th e  prop erty, in ­
c lu d in g  a  co m m o d ity  fu tu re , u sed  t o  close  
th e  sh o r t sale c o n s t itu te s  a  ca p ita l a sse t in  
th e  h a n d s o f th e  taxp ayer.

* * * * *
(e )  Rules for application of section.. * * *
(4 ) (A ) In  th e  case  o f a  taxp ayer  w h o  is  

a  dealer in  secu r itie s  (w ith in  th e  m ea n in g  
o f sec t io n  12 36)—

(i)  If , o n  th e  d a te  o f a  sh o rt sa le  o f stock , 
su b sta n tia lly  id en tica l pro perty  w h ich  is  a  
ca p ita l a sse t in  th e  h a n d s  o f th e  taxpayer  
h a s b een  h e ld  fo r  n o t  m ore th a n  6 m o n th s, 
a n d

(i i)  I f  su ch  sh o rt sa le  is  c lo sed  m ore th a n  
20 days a fter  th e  d a te  o n  w h ich  i t  w as m ade,

su b sec tio n  ( b ) ( 2 )  sh a ll ap p ly in  resp ect of 
th e  h o ld in g  period  o f su ch  su b sta n tia lly  
id e n tic a l property.

(B ) For purp oses o f su bparagraph  (A ) —
(1) T h e la s t  sen ten ce  o f su b sec tio n  (b ) 

applies; and
( i i)  T h e term  “sto ck ” m ea n s an y  share  or 

certifica te  o f sto ck  in  a  corpora tion , an y  bon d  
or o th er  ev id en ce  o f in d eb ted n ess  w h ich  is 
co n v ertib le  in to  an y  su ch  sh are or certificate, 
or an y  ev id en ce  o f a n  in te r e st in , or r ig h t to  
su b scr ib e to  or purch ase , an y  o f th e  foregoin g. 

* * * * •

(g ) Hedging transactions. T h is  sec t io n  
sh a ll n o t  ap p ly  in  th e  ca se  o f a h ed g in g  
tra n sa ctio n  in  com m od ity  fu tu res.

[Sec. 1233 as am en ded  by  sec . 1, A ct o f  Aug. 
12, 1955 (P u b . Law 385, 84 th  C ong., 69 S ta t . 
7 17); sec . 52, T ech n ica l A m en d m en ts  A ct 
1958 (72 S ta t. 1643) ]

P a r . 2. Section 1.1233-1 is am ended by 
revising p arag rap h  Ob), by inserting  a 
new sentence a t  th e  end of parag rap h
(c )(1 ) , by revising parag rap h  (c )(5 ), 
and  by adding p arag raphs (e) and  (f). 
T he revised and  new provisions read  as 
follows:

§  1 . 1 2 3 3 —1 G a in s  a n d  lo s s e s  f r o m  s h o r t  
s a le s .

* * * * *

(b) H e d g in g  tr a n sa c tio n s .  U nder sec­
tion  1233 (g ) , th e  provisions .of section 
1233 and  th is section shall no t apply to 
any bona fide hedging tran sac tio n  in 
com m odity fu tu res en tered  in to  by flour 
m illers, producers of cloth, operators of 
g ra in  elevators, etc., fo r th e  purpose of 
th e ir  business. G ain  or loss from  a short 
sale of com m odity fu tu res which does no t 
qualify  as a  hedging tran sac tio n  shall be 
considered gain  or loss from  the  sale or 
exchange of a  cap ita l asset if the  com ­
m odity  fu tu re  used to close th e  sho rt sale 
constitu tes a cap ita l asset in  the  hands of 
th e  taxpayer as explained in  p arag raph
(a) of th is section.

(c) S p e c ia l s h o r t  sales— (1) G e n era l. 
Section 1233 provides rules as to th e  tax  
consequences of a  sho rt sale of property  
if  gain  or loss from  th e  short, sale is con ­
sidered as gain  or loss from  th e  sale or 
exchange of a  cap ita l asset under section 
1233(a) and  p a rag rap h  (a) of th is  sec ­
tion  and  if, a t  th e  tim e of th e  sh o rt sale 
o r on or before th e  da te  of th e  closing of 
th e  sho rt sale, th e  taxpayer holds p rop ­
e rty  substan tially  identical to  th a t  sold 
short. T he te rm  “property” is defined 
fo r purposes of such rules to include only 
stocks and  securities (including stocks 
and  securities dea lt w ith  on a  “w hen is ­
sued” basis) and  com m odity fu tures, 
w hich are  cap ita l assets in  th e  h ands of 
th e  taxpayer. C erta in  restric tions on th e  
application  of th e  section to  com m odity

fu tu res are provided in  section 1233(e) 
and  p a rag rap h  (d) (2) of th is section. 
Section 1233(f) con tain  special provi­
sions governing th e  operation  of rule (2) 
in  subparagraph  (2) of th is  paragraph 
in  th e  case of a  purchase and  short sale 
of stocks o r securities in  a  transaction 
qualifying as an  arb itrage operation. 
See parag rap h  (f) of th is  section for de­
ta iled  rules re la ting  to  arb itrage opera­
tions in  stocks and  securities.

* * * * *

(e) S p e c ia l ru le  fo r  sh o r t  sales by 
d ea lers  in  sec u r itie s  u n d e r  certa in  cir­

c u m s ta n c e s .  In  th e  case of a short sale 
of stock (as defined in  subparagraph (3) 
of th is paragraph) a f te r  December 31, 
1957, by a  dealer in  securities, section 
1233(e) (4) (A) provides th a t  the holding 
period of substan tially  identical stock 
w hich he has held as an  investment for 
n o t m ore th a n  6 m onths shall be deter­
m ined in  accordance w ith section 1233
(b) (2) unless such sh o rt sale is closed 
w ith in  20 days of th e  date  on which it 
was made. See ru le (2) in  paragraph
(c) (2) of th is  section for the purpose 
of determ ining th e  holding period of 
such substan tially  identical stock. In 
addition, section 1233(e) (4) (B) provides 
th a t  fo r th e  purpose of the  special rule 
of section 1233(e) (4) (A ), th e  acquisition 
of a n  option to sell property a t a fixed 
price shall be considered a  short sale, 
and  the  exercise or failure to exercise 
such option shall be considered a closing 
of such sho rt sale. For purposes of this 
parag raph—

(1) W hether o r no t a  taxpayer is a 
“dealer in  securities” shall be determined 
in  accordance w ith th e  meaning of the 
te rm  for purposes of section 1236;

(2) W hether or no t stock is “substan­
tially  iden tical” w ith o ther property shall 
be determ ined in  accordance with the 
provisions of p arag raph  (d) (1) of this 
section; and

(3) T he term  “stock” means—
(i) Any share  or certificate of stock,
(ii) Any bond or o ther evidence of 

indebtedness which is convertible into a 
share  or certificate of stock, and

(iii) Any evidence of an  interest m, 
or rig h t to  subscribe to or purchase, any 
of th e  item s described in  subdivision d)
or (ii) of th is subparagraph.

(f) A rb itra g e  o p era tio n s  in  stocks ana 
se c u rit ie s  a n d  h o ld in g  periods— (1) Gen­
e ra l ru le , (i) In  th e  case of a  short sale 
entered  into as- p a r t  of an  arbitrage 
operation, ru le (2) of paragraph (c) w  
of th is  section shall apply first to sub­
s tan tia lly  identical property acq u ired  to 
a rb itrage operations and  held by the ta - 
payer a t  th e  close of business on the a y  
of th e  sh o rt sale. The holding P61"1®“ 
substan tia lly  identical property not - 
quired fo r arb itrage operations shall 
affected only to  th e  extent thaV . 
am ount of p roperty  sold short excee 
th e  am ount of substantially  
p roperty  acquired for arbitrage op 
tions and  held  by th e  taxpayer a _ ^  
close of business on the  day of the

&  If  th e  substantially  identical prop­
e rty  acquired for arb itrage opera 
disposed of w ithout closing the  sh
so t h a t  a  n e t sh o r t  position in asset® *
miirpH fn r a rb itrage operations is
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ated, a  short sale in  th e  am ount of such 
net short position will be deemed to  have 
been made on th e  day such n e t sh o rt 
position is created. R ule (2) of p a ra ­
graph (c)(2) of th is  section will th e n  
apply to substantially  identical property  
not acquired for a rb itrage operations to  
the same extent as if th e  taxpayer, on 
the day such n e t sho rt position is created, 
sold short an  am ount equal to  th e  am ount 
of the net short position in  a  transac tion  
not entered into as p a r t  of an  arb itrage 
operation.

(iii) The following examples illu stra te  
the application of ru le (2) of parag rap h  
(c) (2) of th is  section to  arb itrage 
operations:

Example (1 ) . O n A u gu st 13, 1957, A b u y s  
100 bonds o f X  C orporation fo r  pu rp oses  
other than  arbitrage op erations. T h e b o n d s  
are convertible a t th e  o p tio n  o f th e  b o n d ­
holders in to  com m on  stock  o f X  C orporation  
on the  basis o f on e b on d  for o n e  share  o f  
stock. On Novem ber 1, 1957, A  se lls  sh o r t 100 
shares of com m on stock  o f  X  C orporation in  
a transaction id en tified  and in ten d ed  to  be 
part of an arbitrage op eration  an d  o n  th e  
same day buys anoth er  100 bon d s o f X  Cor­
poration in  a tran saction  id en tif ied  an d  in ­
tended to  be part o f th e  sam e arbitrage  
operation. The bonds acq uired  o n  b o th  A u ­
gust 13, 1957, and N ovem ber 1, 1957, are, o n  
the basis of all th e  fa c ts  an d  c ircum stan ces, 
substantially id en tica l to  th e  com m on  stock  
of X Corporation. O n D ecem ber 1, 1957, A  
closes the  short sale w ith  100 sh ares o f co m ­
mon stock of X  C orporation acq uired  on  th a t  
day. The hold in g period o f th e  b o n d s a c ­
quired on Novem ber 1, b y  a p p lica tio n  o f  
rule (2) of paragraph (c ) (2 ) o f  th is  sec tio n , 
will be deem ed to  b eg in  on  D ecem ber 1 an d  
the holding period of th e  bonds acq u ired  o n  
August 13 w ill be unaffected . I f , in s tea d  o f  
purchasing th e  100 shares o f com m on  sto ck  
of X Corporation o n  D ecem ber 1, 1957, A h ad  
converted th e  bonds acquired o n  N ovem ber 1 
into common stock and, o n  D ecem ber 1, 
v used stock so  acqu ired to  c lo se  th e  

short sale, rule (2) o f paragraph ( c ) ( 2 )  o f  
this section w ould sim ilarly  h ave n o  effect  
on the holding period of th e  bon d s acq uired  
on August 13.

Example (2) .  A ssum e th e  sam e fa c ts  as in  
example ( l ) ,  except th a t  A, o n  D ecem ber 1, 
sells the  bonds acquired on  N ovem ber 1 (or  
converts such bonds in to  co m m on stock  an d  

5 sto ck ), b u t does n o t  c lose th e  sh o r t  
sale The sale o f th e  bon d s (or sto ck )  
creates a n et short p o sitio n  in  a ssets  acqu ired  
mr arbitrage operations w h ich  is  deem ed  to  
inot sale m ade on  D ecem ber 1. A ccord- 

th e fo ld in g  period of th e  b o n d s a c-  
^  on  A ugust 13 w ill, by a p p lica tio n  o f  
w L  / i  P " ae raPh  ( c ) ( 2 )  o f th is  se c tio n , 
on ^  \ he date su ch  sh ort Bale ^  clo sed  or 
of K n ^ v f6 ?  sa le’ ***** or o th er  d isp o sitio n  
or such bonds, w hich ever d ate occu rs first.

f^  Rfdht to receive or acquire prop- 

(i) Por Purposes of section 1233 
a )  and (2) and subparagraph (1 ) of 

i ? m ^ ai? graph’ a  taxpayer will be 
to hold substantially  identical 

tiorf« rt.y+1f'cquired for arb itrage opera- 
bv th ®close of any business day if, 
y virtue of the ownership of o th er p rop-

(wL r uired for arb itrage operations 
or her»!»/ °r  ? Qt sul)stantially  identical) 
to i S ? 6 ° f con tract entered  Into 
tion h . ? aile r 511 ^  arb itrage opera- 
acmiira k en ^ as rig h t to receive or 
Property SUCtl substan tially  identical

( f w i Th® application of section 1233 
and subdivision (i) of th is  sub ­

p a rag rap h  m ay be illu stra ted  by th e  
following exam ple:

Example. A a cq u ires  o n  A u g u st 13, 1957, 
100 sh ares o f com m on  sto ck  o f X  C orporation  
fo r  pu rp oses o th er  th a n  arb itrage op eration s. 
O n N ovem ber 1, A  se lls  sh o rt, In  a  tr a n sa c ­
t io n  id en tif ied  an d  in ten d ed  to  be p art o f  
a n  arb itrage operation , 100 sh ares  o f X  co m ­
m o n  sto ck . O n  th e  sam e day, in  a  tran sac ­
t io n  a lso  id en tif ied  a n d  in ten d ed  t o  b e  p art  
o f  th e  sam e arbitrage op eration , A co n tra cts  
to  purchase  100 sh ares o f preferred sto ck  o f  
X . T h e preferred sto ck  o f X  m a y  b e  c o n ­
verted  in to  com m on  sto ck  o f X  o n  th e  b a sis  
o f o n e  share o f preferred sto ck  fo r  o n e  sh are  
o f co m m o n  stock . T h e preferred sto ck  is  n o t  
a c tu a lly  d elivered  to  A  u n t i l  N ovem ber 3. 
S in ce  A h a s  co n tra cted  before  th e  c lo se  o f  
b u sin ess  o n  th e  d a te  o f th e  sh o rt sale, as 
p a rt o f  a n  arbitrage op eration , to  purchase  
p rop erty by v ir tu e  o f w h ich  h e  h a s  th e  r ig h t  
to  receive or acq uire su b s ta n tia lly  id en tica l 
pro perty  t o  th a t  so ld  sh ort, h e  w ill be  
deem ed , fo r  pu rp oses o f se c t io n  1 2 3 3 (f )(1 )  
a n d  ( 2 ) ,  to  h o ld  su ch  su b sta n tia lly  id en tica l 
p rop erty a t  th e  d o s e  o f b u sin ess  o n  th e  d a te  
o f  th e  sh o r t sa le . For p u rp oses o f th is  su b -  
paragraph, i t  is  im m a teria l w h eth er , o n  th e  
b asis o f a ll th e  fa c ts  an d  c ircu m sta n ces , th e  
preferred stock  o f X  is  su b s ta n tia lly  id en tica l 
to  th e  com m on  sto ck  o f X . T he sh o rt sa le  
o n  N ovem ber 1 does n o t  affect th e  h o ld in g  
period o f th e  100 sh ares o f X  C orporation  
co m m on  stock  p u rch ased  on  A u gu st 13, 1957. 
B ecau se  o f  th e  o p era tio n  o f  ru le  (2 ) o f para ­
graph (c ) (2 ) o f  th is  sec tio n , th e  h o ld in g  
period o f th e  preferred sto ck  acq u ired  as th e  
resu lt  o f A’s co n tra ct to  pu rch ase  i t  as p art  
o f a n  arbitrage op eration  (or th e  com m on  
sto ck  w h ich  A acqu ires by co n version  o f su ch  
preferred stock  in to  co m m on  sto ck ) w ill n o t  
b eg in  u n t i l  th e  sh o rt sa le  en tered  in to  in  
th e  arbitrage o p era tio n  is  closed .

(3) D e fin itio n  o f  a r b itra g e  o p era tio n s . 
F o r th e  purpose of section 1233(f), a rb i ­
trag e  operations a re  transactions in ­
volving the  purchase and  sale of property 
entered  in to  for th e  purpose of profiting 
from  a  cu rren t difference between th e  
price of th e  property  purchased and  the  
price of th e  property  sold. Assets ac ­
quired fo r arb itrage operations include 
only stocks and  securities and figh ts  to 
acquire stocks and  securities. T he prop ­
erty  purchased m ay be e ither identical 
to  th e  property  sold or, if n o t so identical, 

- such th a t  its  acquisition will en title  th e  
taxpayer to  acquire p roperty  which is so 
identical. Thus, th e  purchase of bonds 
or p referred  stock convertible, a t  th e  
holder’s option, in to  com m on stock and  
th e  sh o rt sale of th e  com m on stock which 
m ay be acquired therefor, o r th e  p u r ­
chase of stock righ ts and  th e  sh o rt sale 
of th e  stock to  be acquired on th e  exer ­
cise of such righ ts, m ay qualify as 
arb itrage operations. A transac tion  will 
qualify  as a n  arb itrage operation  under 
section 1233(f) only if th e  taxpayer 
properly identifies th e  transac tion  as an  
arb itrage .operation on  h is records as 
soon as he  is able to  do so. Such identifi ­
ca tion  m ust o rdinarily  be en tered  in  the  
taxpayer’s records on  th e  day of th e  
transaction . P roperty  acquired in  a  
tran sac tio n  properly identified as p a r t  of 
a n  arb itrage  operation  is th e  only prop ­
e rty  w hich will be deemed acquired fo r 
a n  arb itrage operation. T he provisions 
of section 1233(f) and  th is  parag rap h  
shall continue to  apply to  p roperty  ac ­
quired in  a  transac tion  properly iden ti ­
fied as a n  arb itrage  operation  although, 
because of subsequent events, e.g., a

change In  th e  value of bonds so acquired 
o r of stock in to  which such bonds m ay be 
converted, th e  taxpayer sells such prop ­
e rty  ou trig h t ra th e r  th a n  using i t  to  
com plete th e  arb itrage operation.

( 4 )  E ffe c tiv e  d a te  o f  se c tio n  1 2 3 3 ( f) .  
Section 1233(f), re la ting  to arb itrage 
operations involving sho rt sales of prop ­
erty , is effective only w ith respect to  ta x ­
able years ending a f te r  August 12, 1955, 
an d  only w ith  respect to  sh o rt sales m ade 
a f te r  such date.

(S ec . 7805, In tern a l R even u e Code o f  1954; 
68A S ta t . 917; 26 U.S.C. 7805)

[s e a l ] Ch a r l e s  I. Fox,
A c tin g  C o m m iss io n e r  o f  

I n te r n a l  R e v en u e .

Approved: Septem ber 26, 1960.

D a v id  A. Li n d s a y ,
A c tin g  S e c r e ta r y  o f  th e  T re a su ry .

[F J t .  D oc. 60-9111; FUed, S ep t. 29, 1960; 
8:4 9  a.m .]

T it le  3 3 — N A V IGA TIO N  AN D  
N A V IG A BLE W A T ER S

C h a p t e r  ¡1— C o r p s o f  En g in e e r s,  
D e p a r t m e n t  o f  t h e  A r m y

P A R T  2 0 7 — - N A V I G A T I O N  
R EG U L A T I O N S

N a r r a g a n se t t  B a y ,  R . l .

P u rsu an t to  th e  provisions of section 7 
of th e  River and  H arbor Act of August 8, 
1917 (40 S ta t. 266; 33 U.S.C. 1) §207.23 
establishing and  governing the  use and  
navigation  of a  prohibited area  in  N ar ­
rag an se tt Bay west of Gould Island, 
Rhode Island, is hereby revoked, as 
follows:

§  2 0 7 , 2 3  N a r r a g a n s e t t  B a y ,  E a s t  P a s s a g e ,  
w e s t  o f  G o u ld  I s l a n d ; n a v a l  p r o ­
h i b i t e d  a r e a .  [ R e v o k e d ]

[R egs., S ep t. 15, 1960, 285/91  (N arragan sett 
B ay, R .I .)— ENGCW -O] (S ec . 7, 40 S ta t. 
266; 33 U.S.C. 1)

R. V. Le e ,
M a jo r  G en e ra l, U .S. A r m y ,

T h e  A d ju ta n t  G en era l.

[F .R . D oc. 60-9082; F iled , S ep t. 29, 1960; 
8:4 5  a.m .]

T it le  3 8 — P EN SIO N S, B O N U SES, 
AN D  V ET ER A N S’ R ELIEF

C h a p t e r  I— V e t e r a n s A d m in i st r a t i o n  

P A R T  3 — V ET ER A N S  C LA I M S

A d d i t i o n a l  D i sa b i l i t y  C o m p e n sa t i o n  
f o r  C e r t a i n  S e r io u sly  D i sa b l e d  V e t ­

e r a n s

P a r t  3, C hapter I  of T itle 38 of the  
Code of Federal Regulations, is am ended 
by adding § 3.1550 as follows:

§  3 . 1 5 5 0  A d d it io n a l  d i s a b i l i t y  c o m p e n s a ­
t i o n  f o r  c e r t a in  s e r io u s ly  d i s a b le d  

v e t e r a n s .

(a) P ro v is io n s  o f  th e  law . T h is law 
am ends 38 U.S.C. 314, by adding sub ­
section (s) as follows:


