Friday, January 29, 1965

(1) The agreement amending the
marketing agreement regulating the
nandling of avocados grown in south
Florida, upon which the aforesaid public
pearing wos held, has been signed by
pandlers (excluding cooperative assocla-
tione of producers who were not engaged
in processing, distributing, or shipping
the ayocados covered by this order) who,
during the period beginning April 1, 1963,
through March 31, 1964, handled more
than 50 percent of the volume of avocados
eovered by the sald order, as hereby
amended ;

(2) The issuance of this order, amend-
Ing the aforesaid order, Is favored or ap-
proved by at least two-thirds of the pro-
ducers who participated in a referendum
on the question of its approval and who,
during the determined representative
perfod (April 1, 1963, through March 31,
1064), were engaged in the production
ares, in the production of avocados for
market; such producers having also
produced for market at least two-thirds
of the volume of avocados represented in
such referendum.

It is, therefore, ordered, That, on and
alter the effective date hereof, all han-
diing of avocados grown in the produc-
tion area shall be in conformity to, and
in compliance with, the terms and condi-
ons of the sald order, as amended, and
s hereby amended as follows:

In § 915.20, the second and fourth sen-
tenges are revised to read as follows:
“Five of the members and their respec-
tive alternates shall be growers who shall
not be handlers of avocados produced by
others or employees of such handlers.
*** The five members of the com-
mittee who shall be growers who shall
not be handlers of avocados produced by
others or employees of such handlers are
referred to as ‘grower’ members of the
tommitice; and the four members who
thall be handlers or employees of han-
diers are referred to as ‘handler’ mem-
bers of the committee.”

(Seca. 1-10. 48 Stat. 31, as amended; 7 U.S.C.
01-874)

Dated, January 26, 1965, to become
ellectlve February 1, 1065.
CuHARLES S, MUrPHY,
Under Secretary,

65-066; Filed, Jan. 28, 1065;
8:48 am.|
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PART 1135—MILK IN COLORADO
SA:?ANGS-PUEBLO MARKETING

Order Amending Order
§11350 Findings and determinations.

lr.;,rxhr: findings and determinations here-
in ter set forth are supplementary and
addition to the findings and determi-
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nations previously made in connection
with the issuance of the aforesaid order
and of the previously issued amendments
thereto; and all of sald previous findings
and determinations are hereby ratified
and affirmed, except insofar as such find-
ings and determinations may be in con-
flict with tho findings and determinations
set forth herein.

(a) Findings upon the basis of the
hearing record, Pursuant to the provi-
sions of the Agricultural Marketing
Agreement Act of 1037, as amended (7
US.C. 601 et seq.), and the applicable
rules of practice and procedure govern-
ing the formulation of marketing agree-
ments and marketing orders (7 CFR Part
900), a public hearing was held upon
certain proposed amendments to the
tentative marketing agreement and to
the order regulating the handling of milk
in the Colorado Springs-Pueblo market-
ing area, Upon the basis of the evidence
introduced at such hearing and the rec-
ord thereof, it is found that:

(1) The sald order as hereby amended,
and all of the terms and conditions there-
of, will tend to effectuate the declared
policy of the Act:

(2) The parity prices of milk, as de-
termined pursuant to section 2 of the
Act, are not reasonable in view of the
price of feeds, avallable supplies of feeds,
and other economic conditions which af-
fect market supply and demand for milk
in the sald marketing area, and the mini-
mum prices specified {in the order as here-
by amended, are such prices as will re-
flect the aforesaid factors, insure a suffi-
clent quantity of pure and wholesome
milk, and be in the public interest; and

(3) The sald order as hereby amended,
regulates the handling of milk in the
same manner as, and is applicable only
to persons in the respective classes of
industrial or commercial activity speci-
fled In, & marketing agreement upon
which a hearing has been held.

(b) Additional findings. It is neces-
sary in the public interest to make this
order amending the order effective not
later than February 1, 1965. Any delay
beyond that date would tend to disrupt
the orderly marketing of milk In the
marketing area.

The provisions of the said order are
known to handlers. The recommended
decision of the Deputy Administrator,
Agricultural Marketing Service, was is-
sued December 21, 1964, and the deci-
slon of the Acting Secretary containing
all amendment provisions of this order,
was Issued January 12, 1965. The
changes effected by this order will not
require extensive preparation or sub-
stantial alteration In method of opera-
tion for handlers. In view of the fore-
going, it Is hereby found and determined
that good cause exists for making this
order amending the order effective Feb-
ruary 1, 1965, and that it would be con-
trary to the public interest to delay the
effective date of this order for 30 days
after its publication in the Frperar Rec-
1s1ER.  (Sec, 4(c), Administrative Pro-
cedure Act, 5 US.C. 1001-1011.)

(¢) Determinations, It is hereby de-
termined that:
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(1) ‘The refusal or failure of handlers
(excluding cooperative associations spec~
ified in section 8¢(9) of the Act) of more
than 50 percent of the milk, which is
marketed within the marketing area, to
sign a proposed marketing agreement,
tends to prevent the effectustion of the
declared policy of the Act;

(2) The issuance of this order, amend-
ing the order, Is the only practical means
pursuant to the declared policy of the
Act of advancing the interests of pro-
ducers as defined in the order as herein
smended; and

(3) The issuance of the order amend-
ing the order is approved or favored by
at least two-thirds of the producers who
during the determined representative
period were engaged in the production
of milk for sale In the marketing arca.

Order relative to handling. It is
therefore ordered, that on and after the
effective date hereof, the handling of
milk in the Colorado Springs-Pueblo
marketing area shall be in conformity to
and in compliance with the terms and
conditions of the aforesaid order, as
ioamended and as hereby amended, as fol-

WS

In §1135.51(a), delete the following:
“During the period of August 1, 1963,
through January 31, 1965, the Class I
price shall be”.

(Secs, 1-19, 48 Stat, 81, as amended; 7 US.C.
601-074)

Effective date: February 1, 1965,

Signed at Washington, D.C., on Jan-
uary 26, 1965,
Crarres S, MURPHY,
Under Secretary.

[FR. Doc. 65-067; Plled, Jan. 28, 1005;
8:48 am,|

[Milk Order 137]

PART 1137—MILK IN EASTERN
COLORADO MARKETING AREA

Order Amending Order
§ 1137.0 Findings and determinations.

The findings and determinations here-
inafter set forth are supplementary and
in addition to the findings and determi-
nations previously made in connection
with the issuance of the aforesaid order
and of the previously issued amendments
thereto; and all of said previous findings
and determinations are hereby ratified
and affirmed, except insofar as such
findings and determinations may be in
conflict with the findings and determi-
nations set forth herein.

(a) Findings upon the basis of the
hearing record. Pursuant to the provi-
sions of the Agricultural Marketing
Agreement Act of 1937, as amended (7
U.S.C. 601 et seq.), and the applicable
rules of practice and procedure govern-
ing the formulation of marketing agree-
ments and marketing orders (7 CFR
Part 800), a public hearing was held
upon certain proposed amendments to
the tentative marketing agreement and
to the order regulating the handling of
milk in the Eastern Colorado marketing
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area. Upon the basis of the evidence
introduced at such hearing and the rec-
ord thereof, it is found that:

(1) The sald order as hereby amended,
and all of the terms and conditions
thereof, will ténd to effectuate the de-
clared policy of the Act;

(2) 'The parity prices of milk, as deter-
mined pursuant to section 2 of the Act,
are not reasonable in view of the price
of feeds, avallable supplies of feeds, and
other economie conditions which affect
market supply and demand for milk in
the said marketing area, and the mini-
mum prices specified in the order as
hereby amended, are such prices as will
reflect the aforesaid factors, insure a
sufficient quantity of pure and wholesome
milk, and be in the public interest; and

(3) The said order as hereby amended,
regulates the handling of milk in the
same manner as, and is applicable only
to persons in the respective classes of in-
dustrial or commercial activity specl-
fied in, & marketing agreement upon
which a hearing has been held.

(b) Adaditional findings. I{ Is neces-
sary in the public interest to make this
order amending the order effective not
Inter than February 1, 1965. Any delay
bevond that date would tend to disrupt
the orderly marketing of milk in the
marketing area.

The provisions of the sald order are
known to handlers. The recommended
decision of the Deputy Administrator,
Agricultural Marketing Service, was is-
sued December 21, 1964, and the deci-
gion of the Acting Secretary containing
all amendment provisions of this order,
was fissued January 12, 1965. The
changes effected by this order will not
require extensive preparation or substan-
tial alteration in method of operation for
handlers, In view of the foregoing, it is
hereby found and determined that good
cause exists for making this order
amending the order effective February 1,
1965, and that It would be contrary to
the public interest to delay the effective
date of this order for 30 days after its
publication in the FepEraL RECISTER.
(Sec. 4(¢), Adininistrative Procedure Act,
5 USC. 1001-1011.)

(c) Determinations.
termined that:

(1) The refusal or fallure of handlers
(excluding cooperative associations spec-
ified in section 8c(9) of the Act) of more
than 50 percent of the milk, which is
marketed within the marketing area, to
slgn a proposed marketing agreement,
tends to prevent the effectuation of the
declared policy of the Act;

(2) The issuance of this order, amend-
ing the order, is the only practical means
pursuant to the declared policy of the
Act of advancing the interests of pro-
ducers as defined In the order as herein
amended; and

(3) The Issuance of the order amend-
ing the order is approved or favored by
at least two-thirds of the producers who
during the determined representative
period were engaged in the production of
milk for sale In the marketing area.

It 15 hereby de-

RULES AND REGULATIONS

Order relative to handling. It is there-
fore ordered, that on and after the ef-
fective date hereof, the handling of milk
in the Eastern Colorado marketing area
shall be in conformity to and in compli-
ance with the terms and conditions of
the aforesaid order, as amended and as
hereby amended, as follows:

In §1137.51(a), delete the following:
“During the period of August 1, 1963,
through January 31, 1965, the Class I
price shall be™.

(Secs. 1-10, 48 Stat, 31, as amended; 7T USC.
601-674)

Effective date: February 1, 1965.
Signed at Washington, D.C,, on Jan-
uary 26, 1965,
CaarLes S, Munray,
Under Secretary.

[PR. Doc. 65-968; WPiled, Jan. 28, 1065;
£:48 am.|

Chapter XIV—Commodity Credit Cor-
poration, Department of Agriculture

SUBCHAPTER B—LOANS, PURCHASES, AND
OTHER OPERATIONS

[COC Grain Price Support Regs., 1964 Crop
Flaxseed Supp., Amat, 2]

PART 1421—GRAINS AND SIMI-
LARLY HANDLED COMMODITIES

Subpart—1964 Crop Flaxseed Loan
and Purchase Program

MatTuniTY OF LOANS

The regulations issued by the Com-
modity Credit Corporation published in
29 F.R. 9320 and 13136 and containing
the specific requirements of the 1964
crop flaxseed loan and purchase program
are hereby amended as follows:

Section 14213029 is amended to allow
a later maturity date for farm-storage
loans so that the amended section reads
as follows:

§ 1421.3029 Maurity of loans.

Loans mature on demand but not later
that January 31, 1865, on flaxseed stored
in Arizona and California, and not later
than March 31, 1965, on flaxseed stored
in all other States, except by written
agreements with producers, CCC may
establish June 30, 1965 as the maturity
date applicable to their farm-storage
loans or purchases. In the case of ware-
house-storage loans, the final date for
repayment is June 30, 1965, and title to
the unredeemed collateral shall vest in
CCC on July 1, 1965,

(Sec, 4, 82 Stat. 1070, as amended; sec. 5, 62
Stat. 1072; secs. 301, 401, 63 Stat, 1054; 16
USC. 714 b and ¢, 7 US.C., 1447, 1421)

Effective date: Upon publication in the
FEDERAL REGISTER,

Signed at Washington, D.C., on Jan-
uary 26, 1965.
H. D. GobFaey,
Executive Vice President, Com-
modity Credit Corporation.
[F.R, Doc. 65-570; Filed, Jan. 28, 1065;
8:49 am.|

Title 8—ALIENS AND
NATIONALITY

Chapter I—Immigration and Natural-
ization Service, Depariment of
Justice

PART 103—POWERS AND DUTIES OF
SERVICE OFFICERS

PART 214—NONIMMIGRANT
CLASSES

Approval of Schools

Reference is made to the notice of pro-
posed rule making which was published
in the FroeraL RecisTer of November 28,
1964 (29 F.R. 15926), pursuant to section
4 of the Administrative Procedure Acl

(60 Stat. 238; 5§ USC, 1003) and In
which there were set out in full the terms
of the proposed rule pertaining to the

approval of schools for attendance by
nonimmigrant students, No represenia-
tions were received concerning the pro-
posed rule. The published rule has been
amended In several respects. The sixth
sentence of § 214.3(b) has been smended
to provide that a school catalogue is not
required in connection with a petition
submitted by a school or school system
owned and operated as a public educs-
tional institution or system by the United
States or a state or political subdivision
thereof; the penultimate sentence of
§ 214.3(e) has been repositioned as the
last sentence in §214.3(b); and 2143
(h) has been amended to provide for the
review at least once every 3 yoars of
school approvals heretofore accorded, for
the submission of Form I-17 as a petition
for continuation of approval only when
required by the district director, and for
notification by the district direcior o_!
continued approval only when Form I-17
was submitted as a petition for crm_tulu. .
tion of approval. In addition, § 10370
has been amended to exempt from the
filing fee for school approval any school
or school system owned or operated B8
a public educational institution or sysiem
by the United States or a state or politl-
oal subdivision thereof, The amendatory
regulations, as set out below, are hereby
adopted. a

1. The 16th item of paragraph (¢} O
$ 103.7 is amended so that when taken
with the introductory material it will
read as follows:

§ 103.7 Records and fees,

(c) Additional fees. In .nddx";lam 'g
the fees enumernted in sections 281 &t ;
344 of the Act; the following fees an
charges are prescribed:

- » - »

For filing application for school ap-
proval, except in the case of a
sochool or school lyatcmdow'n!c’dxgv.:
operated as a public educationi’
ix?::ltuUOn or system by the United
States or a state or-political mub- 435,00
AIviEion ANEFEOr. —coameaemmmmers" T

L
2, Seotion 214.3 is amended to read 88
follows:



Friday, January 29, 1965

£214.3 Petitions for approval of schools,

(a) Filing of petition. A school seek-
ing spproval for the attendance by non-
immigrant students under section 101
(3)(15) (F) of the Act shall file petition
Form I-17 with the district director hav-
ing jurisdiction over the place in which
the school is located.

(b) Supporting documents. A peti-
yoning schiocol or school system owned
and operated as & public educational in-
ditution or system by the United States
or & state or political subdivision thereof
shall submit a certification to that effect
dimed by the appropriate public official
who shall certify that he is authorized to
doso, A petitioning private or parochial
elementary or secondary school system
shall submit a certification signed by the
sppropriate public official who shall
certify that he is authorized to do so to
the effect that it meets the requirements
of the state or local public educational
system.  Any other petitioning school
shall submit a certification by the ap-
propriate licensing, approving, or ac-
erediting official who shall certify that
be {5 authorized to do so to the effect
that it s licensed, approved, or accred-
fied. In lleu of such certification a
shool which §is recognized by a state
approving sgency as an “educational in-
stitution” for study for veterans under
the provisions of P.L, 550 (82d Congress)
may submit a statement of recogriition
signed by the appropriate officlal of the
sate approving agency who shsall certify
that he is authorized to do so. A charter
ihall not be considered a license, ap~
proval, or accreditation. Except in con-
nection with a petition submitted by a
sehoal or school system owned and oper-~
tled as & public educational institution
orsystem by the United States or a state
or political subdivision thereof, a school
catalogue, if one is issued, shall also be
submitted with each petition. If not in-
tiuded In the catalogue, or if a catalogue
Is not Issued, the school shall furnish a
writlen statement containing informa-
ton concerning the: (1) Size of its
physical plant; (2) nature of its facili-
Hes for study and training: (3) educa-
tonal, vocational, or professional quali-
fieatlons of the teaching staff; (4) sala-
tes of the teachers; (5) attendance and
scholastic prading policy; (6) amount
and character of supervisory and con-
Sultative services avatlable to students
:’d tralnees; and (7) finances (includ-

€ & certified copy of accountant’s last
satement of school's net worth, income,
and expenses), If the petitioner is a
Yocatlonal school, business school, or
American institution of research recog-
ftmu s such by the Attorney General,

must establish that its courses of study
&ré accepted as fulfilling the require-
{T'wm:' for the attainment of an educa-
,zlt‘ll!}. professional, or vocational ob-
Lot e, and are not avocational or
“Crestional in character,
0!:30‘) Consullation with United States
K nszdl\'l Education. Before a decision
Office éf;‘xjhf' petition, the United States
the distriey (Tlll‘;acg&n Sopne vt ed by
08 natirna ¥ to determine whether
tor M\l “oner Is an established institu-
earning or other recognized place

No. 16
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of study, is operating a bona fide school,
and has the necessary facilities, person-
nel, and finances to conduct instruction
in recognized courses, unless that office
has adyised the district director that the
school should be so considered and is
within one of the following categories:
(1) Any school or school system owned
or operated as a public educational in-
stitution by the United States or a state
or political subdivision thereof; (2) any
school listed in the current United States
Office of Education publication, “Accred-
ited Higher Institutions,” or “Education
Directory, Part 3, Higher Education;” or
(3) any secondary school operated by o~
as part of an institution of higher learn-
ing listed In the current United States
Office of Education publication, “Accred-
ited Higher Institutions,” or “Education
Directory, Part 3, Higher Education.”

(d) Interview of petitioner. An au-
thorized representative of the petitioner
shall appear In person before an immi-
gration officer prior to the adjudication
of the petition to be interviewed under
oath concerning the eligibllity of the
school for approval. An interview may
be waived by the district director if the
school is within category (1), (2), or (3)
of paragraph (¢) of this section,

(e) Approval of petition. 'To be eligi-
ble for approval the petitioner must es-
tablish that it is a bona fide school, that
it 1s an established institution of learning
or other recognized place of study, that
it possesses the necessary facilities, per-
sonnel, and finances to conduct instruc-
tion In recognized courses, and that it
is in fact engaged in Instruction in those
courses, If the petitioner is an institu-
tion of higher education and is not with-
in category (1) or (2) of paragraph (¢)
of this section, it must establish that it
confers upon its graduates recognized
bachelor, master, doctor, professional, or
divinity degrees, or if it does not confer
such degrees that its credits have been
and are accepted unconditionally by at

“least three institutions of higher learning

within category (1) or (2) of paragraph
(¢) of this section. If the petitioner is
an elementary or secondary school and
is not within category (1) or (3) of par-
agraph (¢) of this section, it must es-
tablish that attendance at the petition-
ing institution satisfies the compulsory
attendance requirements of the state In
which it is located and that the petition-
ing school qualifies graduates for accept-
ance by schools of higher educational
level within category (1), (2), or (3) of
paragraph (¢) of this section. Upon
approval of a petition, the petitioner shall
be notified on Form I-17.

(f) Denial of petition. 1If the petition
is denied, the petitioner shall be notified
of the reasons therefor and of his right
to appeal in accordance with the provi-
sions of Part 103 of this chapter,

(g) Reporting requirements. Each
approved school, upon receiving Service
notification of arrival in the United
States of a nonimmigrant student des-
tined to that school, or Service notifica-
tion of permission to attend the school,
shall submit immediately to the office of
the Service having jurisdiction over the
area in which the institution is located a
report, in writing, if the student fails to
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register personally at the school within
60 days of the time he was expected Lo
do s0. An immediate report shall also
be made In the case of each nonimmi-
grant student who falls to carry a full
course of study, falls to attend classes to
the extent normally required, or termi-
nates his attendance at the institution.
The report shall be made on Form I-20B.

(th) Review of school approvals. The
district director shall review at least once
every 3 years the approval accorded to
schools in his district. The review shall
be made to determine whether the school
meets the eligibility requirements of par-
agraph (e) of this section and has com-
plied with the reporting requirements of
paragraph (g) of this section. Each
school whose approval is reviewed may
be required to furnish a currently exe-
cuted Form I-17 as a petition for con-
tinuation of approval without fee to-
gether with the supporting documents
specified In paragraph (b) of this section.
The review may Include interview of the
school’s authorized representative and
consultation with the United States Office
of Education. If upon completion of the
review the district director finds that the
approval should be continued, he shall
50 notify the school when Form I-17 was
submitted as a petition for continuation
of approval; otherwise, he shall institute
proceedings to withdraw its approval In
accordance with paragraph (§) of this
section.

(i) Advertising. In any advertise-
ment, catalogue, brochure, pamphlet,
literature, or other material hereafter
printed or reprinted by or for an ap-
proved school, any statement which may
appear in such material concerning ap-
proval for attendance by nonimmigrant
students shall be limited solely to the fol-
lowing: This school is authorized under
Federal law to enroll nonimmigrant alien
stydents,

(J) Withdrawal of approval. The ap-
proval of & school shall be withdrawn if
it is no longer entitled to approval under
section 101(a)(15)(F) of the Act, or
under this part, for any reason including,
but not limited to, the following: (1)
Failure to submit reports required by
paragraph (g) of this section; (2) issu-
ance of Certificates of Eligibility, Forms
I-20, to students lacking scholastic, fi-
nancial, or language requirements; (3)
failure to operate as a bona fide institu-
tion of learning; (4) failure to maintain
a sound financial condition; (5% failure
to employ qualified professional person-
nel, or (6) failure to maintain proper fa-
cilities for Instruction. Whenever a
district director has reason fto believe
that an approved school in his district
is no longer entitled to approval, he shall
send it & notice of intention to withdraw
the approval. The notice shall inform
the school of the grounds upon which it
is intended to withdraw its approval, and
alsp shall inform the school that it may.
within 30 days of the date of service of
the notice, submit written representa-
tions under cath supported by documen-
tary evidence setting forth reasons why
the approval should not be withdrawn,
After consideration of any representa-
tions submitied within such 30-day pe-
riod, or any authorized extension thereof,
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the district director at the request of the
school or at his own instance may re-
quire that an authorized representative
of the school appear for interview before
an immigration officer. Prior to making
his decision, the district director, in his
discretion, may consult the United States
Office of Education. The school shall be
notified in writing of the decision, If the
decision is to withdraw the approval pre-
viously granted, the school shall be noti-
fied of the reasons therefor and of its
right to appeal in accordance with the
provisions of Part 103 of this chapter,

(Sec, 103, 68 Stut, 173; 8 USLC. 1103)

The basls and purpose of the above-
preseribed rules are to exempt from the
filing fee any public schooal or public
school system, to require the interview
of authorized school representatives in
certain instances; to provide for review
of school approvals periodically; and to
insure the uniformity of advertis¢cments
concerning approval.

This order shall become effective 30
days after the date of Its publication in
the PEDERAL REGISTER.

Dated: January 26, 1965,

RAYMOND F. Pannerr,
Commissioner of
Immigration and Naturalization.

[F.R. Doc. 65-059; Piled, Jan. 28, 1065;

848 a.m.)

Title 3—ANIMALS AND
ANIMAL PRODUCTS

Chapter l—Agricultural Research
Service, Department of Agriculture

SUBCHAPTER E—VIRUSES, SERUMS, TOXINS,
AND ANALOGOUS PRODUCTS; ORGANISMS
AND VECTORS

MISCELLANEOUS AMENDMENTS

A notice of proposed rule making
concerning proposed amendments to
Parts 101, 102, 112, 114, 116, 117, 118,
119, 120, and 121, was published in the
FroEraL Recisrer of September 19, 1064
(280 PR, 13106). The notice afforded
all interested parties an opportunity to
submit data, views and arguments on
the proposal. Views and réecommenda-
tions were received from a number of
interested parties suggesting minor
changes and objecting to the elimina-
tion of the use of live hog-cholera virus
in approved feed lots. The new amend-
ments make no change In Part 120 re-
garding feed lots. Other minor changes
have been made,

After consideration of all relevant
matters presented, including the pro-
posal set forth in the aforesaid notice,
Parts 101, 102, 112, 114, 1186, 117, 118,
119 and 121 are hereby amended pur-
suant to the authority contained in the
Virus-Serum-Toxin Act (21 US.C. 151
et seq.) , as follows:

PART 101—GENERAL PROVISIONS

1. Amend § 101.1(ff) and add (mm)
and (00) to read as follows:

RULES AND REGULATIONS

$ 1011  Definitions.

(fI) Released product. A finished prod-
uct released by the firm after all require-
ments which show the product to be sat-
isfactory for marketing are completed.

(mm) Completed product. A biolog-
leal product in bulk or final container
produced in compliance with the regula-
tions to final form and composition, to
which a serial number has been assigned.

(00) Finished product. A completed
product which has been bottled, sealed,
packaged, and Iabeled as required by the
regulations,

PART 102—LICENSES AND PERMITS
TO IMPORT BIOLOGICAL PROD-
UcCTs

2. Amend § 102.77 to read as follows:
§ 102,77

When required by the Director or the
Inspector in charge, the following facili-
ties, and such others as may be essential
to efficient conduct of inspection, shall
be provided in each licensed establish-
ment.

(a) Satisfactory pens, equipment, and
assistance for conducting tests required
in accordance with the regulations in
this subchapter;

(b) The following speocial facilities in
establishments producing anti-hog-chol-
era serum and hog-cholera virus:

(1) Separate laboratory rooms for
serum and virus,

(2) A separate room in which animals
shall be washed and cleaned.

(3) A separate room in which animals
shall be finally prepared for bleeding or
hyperimmunizing,

(4) A separate room or adequate facil-
ities for conducting autopsies.

(5) A separate room for preparation
and mixing of biological products.

(6) A separate room for washing and
sterilizing equipment.

(7) Clean cloths, which shall be kept
damp when In use, to be used for covering
virus pigs and final bleeders during all
operations incident to the. collection of
blood, and

(8) Dust soreens for all outside doors,
openings, and unsealed windows;

(¢) Suitable containers satisfactorily
equipped for thoroughly mixing batches
of all biological products; and

(d) Automatic recording thermom-
cters or gages and other thermometers
which will register temperatures accu-
rately and satisfactorily for use as re-
quired by the regulations.

Facilities.

PART 112—LABELS AND SAMPLES

3. Amend §112.1(b) to read as fol-
lows:

§112.1 Containers.

{b) No container of any biological
product may be labeled until it has been
tested and found to be not worthless,
contaminated, dangerous, or harmful.

The Director may permit labeling In g4.
vance if in his opinion adequate procgy.
tions to prevent marketing of untestsd
products are taken by the licenses

4. Amend §112:26 to read as follows
SAMPLES

§ 112.26 Collection, marking wnd hun
dling of samples.

{a) Samples of any biological product
may be purchased in the open market
and the marks, brands, or tags upon the
package or wrapper thereo! shall be
noted. The collector shall note the
names of the vendor and agent of the
vendor who made the sale, together with
the date of purchase. The collector shall
select representative samples,

(b) All samples or parts of samples
shall be sealed by the collector and
marked for identification and future ref-
erence.

5. Amend § 112.27 to read as follows

§ 112.27 Selection for laboratory test
ing.

(a) Representative samples of each
batceh of a biological product shnll be for-
warded to the National Animal Disenss
Laboratory as speecified by the Director
Such samples shall be selected ot ran-
dom from packages finished for market-
ing. 'The samples may be sclected by
designated laboratory employees unless
otherwise specified by the Director,

(b) The licensee may retain al least
as many duplicate samples of the product
as required under the provisions of para-
graph (a) of this section. Such dupli-
cate samples should be retained by the
licensee for a period of not less than §
months after the expiration date stated
on the label of the product

PART 114—MISCELLANEOUS RE-
QUIRMENTS FOR LICENSED E5-
TABLISHMENTS

§114.2 [Amended]

6. Amend §114.2(b)
§1183t0 §118.2. L2
7. Amend § 1145 to read as follows:

changing

by

containers for living

§ 1145 Market

viccines,

Vaccines composed of living micro
organisms shall be marketed n!)}.\_’ rIl
glass containers specified as Type
(USSP,

8. Amend Part 116 to read us follows:
PART 116—RECORDS AND REPORTS

RECORDS
Sec.
1161 Malntenance of records. ;
1162 Speclal record requirements. aoy
1163 Completion and retention of recors

REPORTS

11647 Liconsess to furnish information
116,12 Charts.

Aursonrry: The proyisions of L.*u-‘{'f{_‘
116 ssued under 37 Stat. 832-833; 21 US
161-168.
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RECORDS
§116.1 Maintenance of records.

petafled records of the results of tests
for purity and potency and of the meth-
ods of preservation of each batch of bio-
jogical products shall be kept by each
licensee, Blological products prepared
in forelgn countries shall be eligible for
importation into the United States only
if the forelen manufacturer of such
products also maintains such records.
Detalled records In form satisfactory to
{he Director shall be maintained by each
loensee, each distributor, and each im-
porter, showing the sale, shipment, or
other disposition made of the bilological
produets handled by such person.

§116.2 Special record requirements.

Licensees preparing anti-hog-cholera
serum and hog-cholera virus shall ob-
serve the following requirements:

() Work sheets—(1) Virus pigs.
Work sheets for virus pigs shall show the
tag number, date of admission to the
premises, date of inoculation, and serial
pumber and dose of virus used. Such
work sheets shall show the ure
and physical condition of each pig when
this Is required by the regulations. They
shall also show whether the virus col-
lected from each pig was used in hy-
perimmunizing virus, simultaneous virus,
or inoculating virus, or was destroyed.

(2) Hyperimmunization of ifmmune
hogs. Work sheets for hyperimmuniza-
tion of immune hogs shall show the tem-
perature and the tag number of each
animal, actual weight at time of hyper-
mmunization, and the serial number and
dose of virus injected. The net quantity
Injected Into each group of animals and
the number of the group to which each
animal belongs also shall be recorded.

(3) Bleeding of hyperimmune hogs.
Work sheets for bleeding of hyperimmu-
ized hogs shall show the group number
of the hogs, the temperature and tag
lumber of each animal, and the class of
beeding. The temperature of each
suimal shall be yecorded on the work
theel. The employee shall indicate on
e work sheet those animals that are
Tejected,

%) Serum preparation. 'Work sheets
for the clarification of anti~hog-cholera
kerm ghall show the number of the
t‘mup 10 which the hogs belong, and the
tass and total number of bleedings in-
Yolved, with the information required in

supparu_umph relating to each work-
&wuun.t. as defined In § 119.23(a) (3) of
N chapter. The information relating

e working unit shall include the total
Wantity of whole or defibrinated blood
lﬁgﬂ and the total quantity of clarifying
!oﬂuunm‘. The quantity of each clari-
;ﬁ‘lf talution ghall be recorded sepa-
res, LD quantity of serum recovered
so:mf)' the total quantity of preserving
S 00 used, and the total quantity of
: “erved serum shall be recorded sepa-
;L.Hy for cach group. The quantity of
&;‘:’f-’_"f":l ferum contained in each stor-
Cr-nc-.-h\:uncr and the number of the
';(;?“1':!' shall be shown on the work

(%) Work sheets spect
. mens. A sample
:;tll’ Of the work sheets used in ucenfed
Hshments in connection with virus
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pigs, the hyperimmunization of immune
hogs, the bleeding of hyperimmune hogs,
and the preparation of anti-hog-cholera
serum shall be filed with the Division.
A statement shall accompany each form
showing in detail the manner in which
it will be prepared and used.

(b) Other records. (1) Licensees shall
maintain production records in ink or
the equivalent. These records shall in-
clude a record of all pigs used to produce
hog-cholera virus. The information on
the production record shall be substan-
tially the same as that shown on the work
sheets as provided in paragraph (a) of
this section, and in addition it shall in-
clude the date on which each pig was
killed and the serial number of the batch
of virus produced. Such records shall
contain information as to the total quan~-
tity in each batch of hyperimmunizing,
simultaneous, or inoculating virus pro-
duced. All such records shall clearly
show the particular animal or group of
animals from which each batch of the
product is derived. The quantity of prod-
uct collected and the total quantity of
product after phenolization shall be
separately recorded.

(2) Records showing the hyperimmu-
nization of immune hogs and the bleed-
ing of hyperimmune hogs shall be main-

(3) Charts of the automatic tempera-
ture-recording thermometers used in
connection with the heating and cooling
of anti-hog-cholera serum shall be filed
as a part of the licensee's records.

(4) Complete records of the prepara-
tion and mixing of all virus and serum
into batches and the bottling, testing,
and labeling thereof shall be maintained.

(5) Work sheets shall be filed by li-
censed establishments for reference, and
if they are made in ink or the equivalent
and otherwise are satisfactory, they will
be acceptable for purposes of the record-
keeping requirements of this section.

§ 116.3 Completion and retention of
records,

All records required by this part (other
than disposition records) must be com-
pleted by the licensee before any portion
of a batch of any product may be mar-
keted. All records required by this part
shall be retained for a period of two years
after the expiration date of the product
involved and for such longer period as
may be required by the Director in spe-
cific cases,

REPORTS

§ 116.10 Inspection.

Reports of the work in licensed estab-
lishments shall be prepared and for-
warded to the inspector In charge in such
form and manner as may be required by
the Director.

§ 116.11 Licensees to furnish informa-
tion,

Each licensee shall furnish inspectors
with accurate information needed by
them for making their reports and shall
also submit such reports as may be re-
quired by the Director,

§ 116,12 Charts.

Each licensee shall furnish the Divi-
sion, through the inspector in c¢harge,

9. Amend Part 117 to read as follows:
PART 117—ANIMALS

Opportunity to range In contact,
Contact pens.
Caontact calves.
Time held in contact,
Contact calves; holding and removal,
Certificates,
Examination and identification,
Treatment,
Hyperimmune hogs; time range with
contact calves,
Removal of animals,
Swine: treatment prior to removal.
117,12 Disinfection of anlmals and trucks.
11718 Other requirements.
Avrnourry: The provisions of this Part 117
issued under 87 Stat, 832-833; 21 US.C. 151~
158.

§ 117.1 Opportunity to range in contact.

All cattle, hogs, sheep, and goats, ex-
cept animals admitted by certificate as
provided in § 117.6, offered for admission
to the premises of licensed establish-
ments shall be afforded opportunity to
range in contact with other animals as
prescribed in Parts 101 to 122 of this
subchapter.

§ 117.2 Contact pens,

Licensees shall provide suitable pens to
be known as contact pens through which
all hogs, cattle, sheep, and goats shall
pass before they shall be admitted to
other parts of the premises of a licensed
establishment, except that animals ad-
mitted under certificate as provided in
§ 117.6 need not pass through such pens,

§ 117.3 Contact ealves,

(a) Licensees shall provide healthy
calves in thrifty condition, ranging from
3 to 12 months of age, and weighing less
than 650 pounds for use as contact ani-
mals in contact pens. They shall be
referred to as contact calves.

(b) Each contact caif shall have its
left ear plerced with a hole not less than
three-fourths inch in diameter and shall
have & seriglly numbered metal tag at-
tached to its right ear.

§ 1174 Time held in contact,

(a) Except as otherwise provided In
§ 117.6, each group of 200 or less sheep
or goats and each group of 20 or less
cattle at licensed establishments shall
be held in the contact pens for at least
2 days in contact with not less than 2
contact calves, and each animal shall be
allowed free range and contact with said
contact calves and the other animals in
the group.

(b) Except as otherwise provided in
§ 117.6, each group of hogs which arrives
at & licensed establishment in the same
conveyance shall be held in the contact
pens for at least 1 day In contact with
not less than 2 contact calves, except
that in the case of pigs used in testing
the potency and purity of anti-hog-
cholera serum, 6 hours will be sufficient.
More than 1 group of such animals may
be placed in the same contact pen pro-
viding the total number of hogs in the
pen does not exceed 200. Each animal

Seo.

1171
1172
1173
1174
1175
1178
177
11738
1179

117.10
117.11
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shall be allowed free range and contact
with said contact calves and the other
animals in the group. Hogs immune to
hog cholera may be removed from the
contact pens for hyperimmunization at
any time while being held as aforesald:
Pravided, They are returned to said pens
immediately after this operation.

§ 117.5 Contact calves; holding and re-
moval,

(a) All surviving contact calves shall
be held in the contact pens of licensed
establishments for at least 1 month from
date of admission to contact pens as con-
tact calves,

(b) Removal of contact calves from
contact pens shall be s0 arranged that
one animal of each group of 2 will be
replaced at the expiration of 1 month
and the other at the expiration of 2
months.

(¢) Removal of contact calves from
contact pens shall be so accomplished
that the animals furnished for the pur-
pose may be used for the maximum
time permifted by the preceding para-
graphs of this section. A contact calf
shall not be used as such more than
once, but may be used for testing simul-
taneous virus after release as a contact
animal. Contact calves shall be segre-
gated from incoming animals for 14 days
immediately before removal from the
premises, and shall be released only for
immediate slaughter, or as permitted by
the Director.

(d) Contact calves shall be examined
as frequently as may be practicable in
order to detect evidence of vesicular dis-
ease or other diseases. Whenever any
animals on the premises show evidence
of being affected with vesicular disease,
rinderpest, or any other highly com-
municable disease, immediate and proper
steps shall be taken by the licensee and
the inspector in charge to prevent fur-
ther dissemination of disease and to
notify the Director of the situation. In
these circumstances the pen group or
section group of animals shall be re-
garded as a unit for disposal and no at-
tempt made to separate such group in
any way unless and until a positive diag-
nosis is made and a definite plan of dis-
posal agreed upon. Whenever presence
of any of these conditions is suspected,
removal of animal products shall be sus-
pended and full report made to the Divi-
sion by telephone, telegram, or air mail.

§ 117.6  Certificates.

(a) Animals admitied to the premises
of any licensed establishment which pro-
duces anti-hog-cholera serum and hog-
cholera virus and which procures no
animals from public stockyards, abattoir
pens, or similar places need not be held
in contact with contact calves as pro-
vided in §117.2 if (1) the animals are
for use in the production of anti-hog-
cholera serum or hog-cholera virus, and
(2) the licensee obtains a certificate as
provided for in parsgraph (¢) of this
section.

(b) Pigs for special tests authorized
by the Director admitted to the premises
of any licensed establishment need not
be held In contact with contact calves
as provided in §117.2 if the pigs are

RULES AND REGULATIONS

handled as préscribed by the Director
and if the licensee furnishes to the in-
spector In charge a certificate as provided
for in paragraph (¢) of this section.

(¢) Each certificate provided for in
paragraphs (a) and (b) shall be signed
by an authorized representative of the
licensed establishment, and shall be in
the following form:

THIN W00, OECRILY: BRBE. 6wt rerirriraryie

(Specify number and

.................. which are offered for ad-
kind of animals)

mission to the licensed establishment of the

the farm or premises of o e aaaaaas, in
the State of .. ...  County of e,
T RERIID - o Gemornain v st e iy and to the

best of our knowledge and bellef were on sald
farm or premises at least 21 days prior to this
date, and were not exposed to any infectious,
contaglous, or communicable disease, and no
new stock was brought onto sald farm or
premises during that time, The sald animals
have not been In or transported throygh any
public stockyards, abattolr pens, or similar
places, nor have thoy been exposed to any
infectious, contagious, or communicable
disease since thelr removal from sald farm or
premises.

§ 117.7 Examination and identification.

(a) All animals presented for admis-
sion to the premises of establishments
licensed to prepare anti-hog-cholera
serum or hog-cholera virus shall be
examined by the licensee as soon as
practicable after they are received in
order to determine their physical con-
dition. No such animal shall be removed
from contact pens for production pur-
poses unless they are well.

(b) After examination as provided in
paragraph (a) of this section, if the ani-
mals are permitted to remain upon the
premises of the licensed establishment
and to enter the holding pens of the
establishment, they shall be given se-
rially numbered metal tags, either prior
to or at the time of inoculation or hyper-
immunization.

(¢c) All tags or other methods used for
the identification of animals receiving
virulent virus shall be applied in such
# manner that permanent identification
may be maintained. The tags shall be
of a distinctive design or color so as to
differentiate them from tags used for
official vaccinates under the Hog-Cholera
Eradication Program.

(d) All methods of identification shall
be provided and applied by the licensee.

(e} The left ear of each animal used
in testing the purity and potency of
biological products shall, if of sufficlent
size, be pierced, when the test is begun,
with a hole of not less than three-fourths
inch in diameter, except that when pigs
or calves are used in testing hog-cholera
virus for purity as prescribed in Parts
101 to 122 of this subchapter, their right
ears shall be pierced as aforesaid. Ani-
mals bearing marks of the above-pre-
scribed character shall not be presented
for use in testing the purity and potency
of blological produots, except that con-
tact calves and serum-treated pigs in
anti-hog-cholera serum tests, after re-
lease as prescribed in the regulations,
may be used, once for testing hog-chol-

era virus for purity, provided they g
healthy and their right ears then g4
plerced as aforesald. Furthermore, g
mals with either ear removed or g my.
tilated as to prevent the detection of
these identifying marks shall not
used in any test, If the missing or mul-
lated ears are needed to determine the
suitabllity of the animals for test pyr.
poses as described in this subchapler.

§ 117.8 Treatment.

(a) Animals used In the production o
testing of blological products at licenssd
establishments shall not be treated with
biological products other than thoe
which are incidental to the prepan-
tion and testing of the products preparnd
from or tested on said animals, except
with the approval of and in such manne
as may be prescribed by the Director

(b) Contact calves shall not be Im-
munized against diseases to which they
are susceptible, with the exception of
hemorrhagic septicemia. Such calvs
if permitted by the inspectors in charge
may be treated with hemorrhaglc-septi-
cemia bacterin and anti-hemorrhagie.
septicemia serum,

§ 117.9 Hyperimmune hogs: time rang
with contact calves,

(a) If in any specific case hyperim-
mune hogs are the only production
animals held upon the premises of &
licensed establishment, they shall be
caused to range in contact with calves
in the manner prescribed in § 1172 for
a perfod of at least 10 days prior to thelr
being subjected to carotid or final bleed-
ing. All animals with which hyper-
immune hogs have been held in contact
as provided in this section shall be held
on the premises of the licensed estat-
lishment for at least 14 days after the
hyperimmune hogs have been killed.

(b) If at any time hyperimmune hogs
are subjected to tall bleeding only, those
surviving shall be held for at Jeast 14
days after the last tall blecding, but
subsequently shall be killed and sub-
jected to post mortem examination B8
provided by Parts 101 to 122 of this sub-
chapter.

§ 117.10 Removal of animals.

Hogs, cattle, sheep, or goats shall nob
be removed from the premises of estab-
lishments licensed to produce anti-hog-
cholera serum or hog-cholera Virus
without the written permission of the
fnspector in charge. Removal of anl-
mals from the premises of licensed
establishments will be permitted un'der
the following conditions, provided l.'L-‘;
accomplished in such a manner 85 ¥
preclude the dissemination of dl.-:cfw.:{ A

(a) Thirty or more days after recel :
ing hog-cholera virus, hyperimmune
that are not in a healthy condition g
cept when affected with a communica ;
disease, may be removed from hm-nse’!
establishments for immediate .-xlnuzrﬁ;‘
fn an abattoir operated under F«h._:
inspection pursuant to the Meat Inspec-
tion Act (21 U.S.C. and Sup. 71 et q‘?k
if they are transported thereio b)‘ tru b\:
wagon, or simlilar means, and .m‘£ o
rail: Provided, They are pm.x‘m-.
marked for identification and mcn Y
spector in charge of meat {nspectio

n om
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given due notice in advance. If such
51 abattolr 1s not accessible, the slaugh-
wr of said animals may be conducted in
gy convenient nonfederally inspected
wtablishment provided the licensee sig-
nifies willlngness in writing to dispose of
e carcasses in compllance with the
Meat Inspection Act and under the pro-
valons of the meat inspection regula-
wons (Subchapter A of this chapter) as
directed by the Inspector in charge.
Ouher animals shall not be removed from
loensed establishments unless they are
in & healthy condition.

{») Swine that are in a healthy con-
ditlon may be removed from licensed
stablishments only to an approved feed
104 or for immediate slaughter provided
they are not transported by rail or
driven over public highways which are
traversed by animals from the stock-
yrds or similar places. When swine
are removed to approved feed lots, the
Meensee shnll obtain a certificate from
the consignee of the animals showing
thelr receipt.

fe) Calves that are In a healthy con-
ditlon may be removed from licensed
sstablishments after disinfection as de-
sribed In §117.12(a). When removed
0 an sbatlolr without passing through
Hockyards or over public highways which
are not traversed by animals from public
sockyards or similar places, the animals
need not be so disinfected, provided the
leensee furnishes the Inspector In charge
& statement from the consignee of the
animals certifying that the animals will
be slaughtered in an abattoir named in
the certificnte,

) Pigs which survive inoculation
and exposure to hog-cholera virus for
the production of hog-cholera virus, sur-
Wiving control plgs in tests of anti-hog-
tholera serum or hog-cholera vaceine,
ind other surviving plgs from tests of
intl-hog-cholera  serum, hog-cholera
virus, or hog-cholera vaccine may be
femoved from lcensed establishments
taly to approved feed lots not earlier
than 14 days subsequent to the time of
imoclation and exposure aforesald, pro-
fided they are healthy., Surviving pro-

lon pigs shall have the left ear

in sccordance with the procedure

¥l forth in §117.7¢(e) before release
from the premises.

bem Hyperimmune hogs if healthy may

- 'émoved from licensed establishments

T Immediate slaughter not earlier than

days subsequent to the time of hyper-

mnlmuun. and need not be disin-

) All animals on the premises shall
disposed of in meccordance with the
gmﬂstom of these regulations and
Bere specific provision is not made

thetefor shall disposed
by the Dl:v:].,‘zorl.)e pRssZpued

EN711 Suine: 4
Ymovel. wine; treatment prior to re-

m:\cl{niv‘rlnc which require treatment or
i tion against hog cholera shall be
‘aled a5 follows
e &) When serum alone Is used it shall
mark u‘ “ brepared and released for
oy Flng at an establishment holding
&elMO from the Secretary.
tor en the simultaneous-inocula-
Wethod is used both the serum and
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virulent virus used shall have been pre-
pared and the serum released for mar-
keting at an establishment holding a li-
cense from the Secretary. After recelv-
ing virulent virus, they shall be held on
the premises for a period of not less than
14 days,

(c) When modified live virus vaccine
is used alone or with anti-hog-cholera
serum, the products shall have been pre-
péared and released for marketing at an
establishment holding a license from the
Secretary. After vaccination they shall
be held on the premises for a period of
not less than 14 days.

§ 117.12 Disinfection of animals and
trucks.

All animals and trucks which require
disinfection shall be treated as follows:

(a) The feet, legs, and soiled portions
of the body of calves to be removed from
the licensed establishments shall be
cleaned and disinfected with a 2 per-
cent agqueous solution of cresol com-
pound, US.P., or a substitute therefor
approved by the Director, and the ani-
mals shall then be held in noninfectious
pens on the premises of the establish-
ment until they are dry before being
loaded for transportation.

(b) Hogs when disinfection is re-
quired shall be disinfected In a 2 percent
aqueous solution of cresol compound,
US.P,, or a substitute therefor approved
by the Director, and shall be held {n non-
infectious pens on the premises before
being loaded for transportation, and af-
ter disinfection they shall not be ex-
posed to infectious pens, chutes, and the
like. Hogs transported in trucks, wag-
ons, or by similar means may be re-
moved as soon after disinfection as they
aredry,

(c) (1) All trucks carrying live an-
imals which have been exposed to hog
cholera and which enter a designated
hog cholern contaminated area at a li-
censed establishment or an approved
feed lot shall be cleaned and disinfected
with a permitted disinfectant as provid-
ed In Title 9, Code of Federal Regula-
tions, §§ 76.31(e) and 76.33(¢).

(2) When more than one consecutive
trip is required, such disinfection shall be
made when the last load of hogs has
been delivered and before the truck
leaves the licensed premises or approved
feed lot.

(3) When leaving a designated hog
cholera contaminated area of a licensed
establishment all other vehicles shall
have the tires of such vehicles sprayed
with a permitted disinfectant.

(4) Special disinfection procedures
may be approved by the Director for
trucks owned by licensees or operators of
approved feed lots or others when used
only under specified conditions, or for
special purposes.

§117.13 Other requirements.

All animals used in licensed establish-
ments in the preparation or testing of
veterinary biological products shall meet
such requirements consistent with the
regulations in this subchapter as may
be prescribed by the Director to prevent
the preparation and sale of any worth-
less, contaminated, dangerous, or harm-
ful blological products.
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10. Amend Part 118 to read as follows:

PART 118—HOG-CHOLERA VIRUS

CENERAL REQUIREMENTS

Sec,

1181
1182
1183
1184
1185
1186
1187
1188
1189

Temperatures and Inspection,

Virus for inoculating purposes.

Bleeding,

Post mortem examinations,

Recording of symptoms,

Autopsies.

Early visible slckness; disposition,

Defibrination and chilling.

Disposition of virus when condition
unsatisfactory,

Removal of hog-cholera virus.

HYPERIMMUNIZING VIRUS
Inoculations of hyperimmunilaing

118,10

118.25
11826

virus.
Requirements for hyperimmunizing
virus,

SIMULYANEOUS VIRUS

Inoculations of simultanecous virus,

Sickness and records thereof.

Requiremonts for stmultaneous virus,
ete,

Samples of simultaneous virus,

Phenolization,

Dennturing of carcasses,

Disposition of samples of simultane-
ous virus,

Test animals,

Purity test of simultaneous virus.

Holding test animals,

Test and retest.

Swine erynipolas.

Marking “U.S, Released.™

Expiration date,

11844 Minimum dosage and use,

11845 Applicabllity of reguiations,

Avrnonrry: The provisions of this Part 118
lssued under 37 Stat, 832-833; 21 U.S, 151~
168,

11830
11831
118.32

11833
118.34
11835
11836

11837
11838
11839
11840
11841
118,42
11843

GENERAL REQUIREMENTS
§118.1 Temperatures and inspection.

Pigs which are used in the production
of hog-cholera virus at a licensed estab-
lishment shall be healthy, and the tem-
perature of each animal shall be accu-
rately taken and permanently recorded
immediately before inoculation when
this is necessary to determine the health
of the animals. Temperatures of all pigs
shall be accurately taken and recorded
each day subsequent to the fourth day
after Inoculation and at such other
times as the Inspector in charge may
require, The temperatures of plgs that
are slow or visibly sick on any working
day shall be taken and recorded in like
manner,

§118.2 Virus for inoculating purposes,

(a) Except as provided in paragraph
(b) of this section, no hog-cholera virus
shall be used for inoculating plgs, or as
seed in other methods of propagation,
for the production of inoculating virus,
hyperimmunizing virus or simultaneous
virus, unless it has been produced, proc-
essed, tested and held by a licensee In
accordance with an outline acceptable
to the Dircetor, Pigs for the production
of inoculating virus at a lcensed es-
tablishment shall weigh not less than 40
pounds nor more than 125 pounds each
and shall be inoculated only with highly
virulent hog-cholera virus.

(b) Hog-cholera virus obtained from
the Animal Disease and Parasite Re-
search Division of the Department, and
hog-cholera virus from outbreaks on




farms which is admitted to a licensed
establishment and passed through pigs
as provided in § 121.3 of this subchapter,
may be prepared thereafter in accord-
ance with an acceptable outline as pro-
vided in paragraph (a) of this section
and may then be used for the purposes
specified in paragraph (a) of this sec-
tion. The virus produced in the course
of passage through pigs inoculated with
the virus except that needed for further
passage to meet the requirements of an
outline under paragraph (a) of this sec-
tion may be used as hyperimmunizing
virus, if the pigs so inoculated reacted as
prescribed in § 118.3.

fc) Virus for inoculating purposes
under paragraph (a) of this section must
be held In containers acceptable to the
Director. When glass containers are
used, they shall be of borosllicate type
of high resistance and low alkalinity,
shall meet the tests developed by the
Division for determining these qualities,
shall be properly marked for identifica-
tion, and shall be guaranteed by the
manufacturer to be acceptable to the
Division.

(d) Hog-cholera virus at a licensed
establishment shall not be released ex-
cept for use on the premises of a licensed
establishment or and approved feed lot,
or for export, or for experimental pur-
poses, The Director shall issue the per-
mit for the release of such virus for
experimental purposes.

§ 118.3 Bleeding.

Pigs from which blood is to be col-
lected for the production of hog-cholera
virus at a licensed establishment shall
be bled only after they have manifested
well-marked and increasingly grave
symptoms of hog-cholera only, attended
with progressively abnormal tempera-
tures common to the acute type of this
disease,

§ 118.4  Post mortem examinations.

All pigs from which virus is derived
at Heensed establishments shall be sub-
jected to post mortem inspection,

§118.5 Recording of symptoms.

A properly applied and recorded
“slow" mark on a day preceding a Sun-
day or holiday may be regarded as
equivalent to visible sickness provided
the temperature of each slow pig is taken
and recorded and provided the tempera-
ture is markedly abnormal. In other
circumstances the slow mark should not
be regarded as equivalent to visible sick-
ness, but should be regarded as a mark
applicable to that transitional stage be-
tween normal behavior and distinct
visible sickness.

§ 118.6

Autopsies shall be conducted at
licensed establishments on a sufficient
number of virus pigs that succumb to
obtain all possible information as to the
cause of death.

§118.7

tion.

Pigs that become visibly sick within
3 days after they have been examined
for admission to the premises of a li-
censed establishment as prescribed by

Autopsies.

Early visible sickness; disposi-

RULES AND REGULATIONS

§ 1179 of this subchapter, or within 4
days when the third day falls on a Sun-
day or holiday, must be rejected and
either shall be destroyed or handled as
prescribed by § 11710 of this sub-
chapter.

§ 118.8 Defibrination and chilling.

All virus shall be defibrinated prompt-
ly after collection at & licensed establish-
ment and immediately thereafter chilled
and maintained at & temperature of not
to exceed 45° F,

§ 1189 Disposition of virus when con-
dition unsatisfuctory.

(a) Virus derived from pigs which on
post mortem examination do not show
lesions sufficient to make a positive
diagnosis of hog cholera, when consid-
ered with the ante mortém behavior of
the animal, or from pigs which are found
to be affected with any other infectious,
contagious, or communicable disease or
in such condition as to render the virus
contaminated, shall be destroyed as pro-
vided in § 108.16 of this subchapter.

(b) Virus derived from pigs which are
found to be affected with tuberculosis
shall not be marketed but shall be de-
stroyed, as provided In § 108.16 of this
subchapter, unless the lesions are slight
or localized and are calcified or encapsu-
lated.

(¢) Samples of blood from pigs which
on post mortem examination show evi-
dence of concurrent affection with other
disease, except highly communicable
diseases referred to In § 1175 of this
subchapter, together with well-defined
lesions of hog cholera, may be utilized
by the licensee for bacteriological exam-
{nation. Blood free from highly com-
municable diseases as aforesaid which is
deemed satisfactory by the licensee after
bacteriological examination may be used
for hyperimmunizating purposes.

£118.10 Removal of hog-cholera virus,

Hog-cholera virus shall not be re-
moved from the premises of a licensed
establishment unless the virus has been
prepared and handled In accordance
with the provisions of Parts 101 to 122
of this subchapter,

HYFERIMMUNIZING VIRUS

£ 118.25 Inoculstions for hyperimmu-
nizing virus,

For use in the production of hyperim-
munizing virus, licensees shall inoculate
healthy young pigs weighing not more
than 160 pounds each with at least 2 ce.
of highly virulent hog-cholera virus:
Provided, That when hog cholera from
pen infection is manifested by the ani-
mals after the fourth day subsequent to
admission to the premises of the licensed
establishment, they need not be so
Inoculated.

£ 118.26 Requirements for hyperimmu-
nizing virus.

Hyperimmunizing virus shall be col-
lected at licensed establishments only
from pigs which are observed to be
visibly sick with hog cholera and which
manifest well-marked and increasingly
grave symptoms thereof attended with
progressively abnormal temperatures
common to the acute type of this disease.

SIMULTANEOUS VIRUS
§ 11830

virus.

(a) For use in the production of simyl.
taneous virus, licensees shall inocglas
young healthy pigs of good quality s
atleast 2 ce. each of highly virulent ving
Such pigs when inoculated shall weig
not less than 40 pounds nor more thas
125 pounds,

(b) Plgs which are eligiblc only for
the production of hyperimmunizing ving
shall be inoculated and held In separsle
pens from those to be used for simultans.
ous virus. Such separation shall
made on or before the third day afte
inoculation and such pigs held thereafie:
in separate pens.

§ 118.31

Simultaneous virus shall not be col-
lected at licensed establishments from
pigs which become visibly sick on or be-
fore the third day, or subsequent to the
seventh day after the time of {noculs.
tion. The physical condition of all pig
from which simultaneous virus is to be
collected shall be recorded dally on and
after the third day subsequent to in-
oculation. The observations required
by the regulations in this part to be made
on the third day may be made on the
fourth day if the third day falls on Sun-
day or a holiday.

£ 118.32 Requirements for simultane
ous virus, ete,

(a) Simultaneous virus and other hog-
cholera virus intended for the inogul-
tion of pigs for any purpose shall be
collected at licensed establishments onls
from pigs which are visibly sick with
hog cholera within 7 days after the Hme
of inoculation and which manifest well-
marked and increasingly grave symptoms
of hog cholera attended with progres
sively abnormal temperatures commaa
to the acute type of this disease

(b) Simultaneous virus shall be pre-
pared in licensed establishments In
batches of not to exceed 50,000 cc. The
defibrinated blood in each batch shall
not exceed 45,000 ce. and shall be mixed
thoroughly in & single container before
phenolization. All simultaneous yirus

Inocalations for simultanme

Sickness and recocds thereof,

‘shall be constantly agitated during the

bottling operation.
§118.33 Samples of simultancous vires.

wing representative gamples
OfTsli):‘lufl?,B:eoJ virll’ls shall be taken ?t
licensed establishments and propt‘r.y.
identified by an employee of the licenset:
(a) At time of mixing but befo_:‘r"ph'«im;‘
lzation, (1) "“purity test sampie” 0f T
less than 30 cc. in @ single container,
(2) “test sample A" of not |
cc. in & single container; (b)
ing and phenolization, (1)
sample’’ of not less than 30 o
container, (2) one reserve sam
cec. to be forwarded to ;hs: ;
vent the pigeon or mous -
g&g;facwr;. (3) “test sample B" of ',’ff
less than 5 ce. in a single commue)rlé“
At time of bottling, & “stock sam; A
at least 30 cc. in one container. A
and “B" test samples ghall be he
approximately 75 F. until used.

ess than §
After mix=
wphenol test
s, In ODE
ple of 30
Division 11
pst 15 uns
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§118.34 Phenolization,

gimultaneous virus blood which has
peen thoroughly mixed after withdrawal
of the purity test sample and test sam-
pie A shall have added to it a suflicient
quantity of a 5-percent solution of phe-
nol so that the virus will contain one-
palf of 1-percent phenol by volume. This
phenolization must be accomplished
¢ith accuracy and in a manner which
will prevent undesirable changes in the
prodact
§118.35

Virus pig

Dennturing of carcasses.
carcasses before removal

ghall be siashed In such & manner that
muscles of all primal cuts are exposed.
Crude carbolic acid or kerosene shall
be applied into the cut muscles so ex-
posed.

§118.36 Disposition of
simultancons virus,

Al least one container of the stock
smple of simultaneous virus shall be
held at the lcensed establishment un-
opened for at least 8 months after the
latest expiration date shown upon the
labels aflixed to the immediate or true
coptainers of the product corresponding
fo the sample,

§118.37 Test animals,

Two healthy calves, with mouths free
from abrasions, as described In § 1173
of this subchapter, or three healthy pigs
immunized by the simultaneous treat-
ment against hog cholera for at least 14
days, shall be furnished for intravenous
injection with the purity test sample.
These animals shall be examined imme-
diately before the test is begun. All ani-
mals used for the testing of simultaneous
¥ius shall be marked as provided In
Parts 101 to 122 of this subchapter. All
st animals shall be examined dally
during the test period to determine
whether any symptoms or lesions of a
Vesioular or other disease develop.

§118.38

virus,

Each of the animals selected for test-
Ing the purity of simultaneous virus at
licensed establishments shall be injected
¥ith 15 cc. of the purity-test sample
into Elther the auricular or the jugular
Yeln within 1 day after the first virus
in the batoh is collected.

§118.39 Holding test animals.

; Animals inoculated for the purpose of
v::tcmmx-.m: the purity of simultaneous
v;;us at 1LC(-nscd establishments as pro-
- ed in £118.38 shall be held at least

days. Should foot-and-mouth disease
!z'pt‘ar’ in the United States the said
nimals shal) be held for at least 10 days.

§118.40 Test and retest.

m’ét none of the animals Which are
wnbid With hog-cholera virus as pre-
of d in §118.38 manifests symptoms
P .u:ir iniectious, contagious, or com-
dem%Mv (isease, or if only one animal
San gl} hog cholera, the test will be de-
Brodue: " Ustactory for purity,” and the
vided , Cleased for marketing: Pro-
o l; '5 otherwise satisfactory under
any of lons of the regulations, Should

of the animals In the test succumb

samples of

Purity test of simultancous
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or should more than one develop hog
cholera, another test may be made as in
the first instance, except that not less
than 15 cc, of the phenolized virus shall
be used for the inoculation of each
animal.

§ 118.41 Swine erysipelas.

Representative samples of each batch
or serial of simultancous virus shall be
tested at licensed establishments in the
following manner to determine its free-
dom from swine erysipelas (Erysipelo-
thrix rhusiopathiae) :

(a) Within I day after the first virus
in a batch is collected, at least 1 cc. of
test sample A shall be injected intra-
muscularly into each of three or more
young pigeons or 0.2 ce. of such sample
shall be injected subcutaneously into
each of three or more suitable mice sus-
ceptible to swine erysipelas. These test
animals and birds shall be held for 10 or
more days after being injected with the
virus under test.

(b) Three or more days after phe-
nolization of the batch of virus, at least
1 ce. of test sample B shall be injected
intra-muscularly into each of three or
more young plgeons or 0.2 cc. of such
sample shall be Injected subcutaneously
into each of three or more suitable mice
susceptible to swine erysipelas. These
test animals and birds shall be held for
7 or more days after being Injected with
the virus under test,

(¢) If all test animals or birds in-
Jected with test sample A survive for 10
days or more, and all test animals or
birds Injected with test sample B sur-
vive for 7 days or more, after injection,
the batch or serial represented by the
samples may be marketed if it otherwise
conforms to the requirements of Parts
101 to 122 of this subchapter,

(d) Should any of the inoculaied ani-
mals or birds die during the test, the
product shall not be released for mar-
keting and the reserve 30-cc¢. sample shall
be forwarded to the Division.

(e) All animals or birds, after being
once used in the tests provided in this
section, . shall be killed and their car-
casses destroyed by incineration or tank-
ing as provided in § 108.16 of this sub-
chapter. Also all virus blood and simul-
taneous virus which are contaminated
with erysipelothrix rhusiopathise shall
be destroyed in like manner.

§ 11842 Release of virus,

No simultaneous virus shall be released
for marketing unless and until all in-
formation required by the regulations
has been affixed to the containers there-
of. All simultaneous virus on which the
expiration date has expired shall be de-
stroyed as preseribed in § 108.168 of this
subchapter,

§ 118,43  Expiration date.

The expiration date placed on the label
of each immediate or true container of
simultaneous virus produced at licensed
establishments shall be one of the fol-
lowing:

(a) A date within 80 days ufter the
first blood in the batch was collected:
Provided, That the simultancous virus
is stored t.nd marketed In containers ac-
cepiable to the Division;
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(b) A date within 120 days after the
first blood in the batch was collected
when the product Is marketed in con-
tainers described in § 118.2 and is to be
exported to a foreign country and the
containers thereof are labeled dis-
tinctively.

§ 118.44 Minimum dosage and use.

Labels affixed to or used in connection
with each immediate or true container
of simultaneous virus produced at li-
censed establishments shall bear a dos-
age table in which the doses recom-
mended are not less than those appearing
in the following table:

Mintmum

Weight: dose (oc.)
Pigs welghing 45 pounds or less._.. 1
Pigs welghing more than 45 pounds.. 2

Each label shall bear instructions to
use the virus only with anti-hog-cholera
serum.

§ 11845  Applieability of regulations,

The regulations In this part shall ap-
ply to hog-cholera virus, inoculating
virus and hyperimmunizing virus, except
85 otherwise permitted by the Director,
in licensees' outlines submitted as pro-
vided In § 114.2 of this subchapter,

11. Amend Part 119 to read as follows:

PART 119—ANTI-HOG-CHOLERA
SERUM

GENERAL REQUIREMENTS
Sec

1191  Applicability of regulations.

HYFERIMMUNE OGS

Required period of immunity,

Health, welght, when hyperim-
munized,

Dosage of virus,

Temperatures before bleeding.

Inspection before bleeding.

Bleeding and examination.

1198 Constitutional symptoms.

1198 Post mortem examination.

ANTI-HOG-CHOLERA SERUM PREPARATION
PROCEDURE

Heating: time and conditions,

Heating containers.,

Heating and cooling; instructiona,

Instructions for preparation of anti-
hog-cholera serum.

Bstches; determination of quantity.

Preservatives.

Mixing and holding.

Samples,

Disposition of samples.

TESTING ANTI-HOG-CHOLELA SERUM

Tests required,

Teat pigs.

Dosige In tests,

Handling test pigs.

Observation and holding perlod; test
pigs.

Temperatures; test pigs.

Virus required,

Principle for judging results of tests.

Rules for judging results of tests,

Retests when serum found “unsat-
isfactory for poteney”,

Tests for purity,

Retests for purity.

Purity test animals; holding period.

Minimum dosage,

Marking aoti-hog-cholera serum
“US. Reloased”,

Expiration date.

Extension of expiration date.

1192
1163

1194
119.6
119.6
119

116.20
11821
119.22
119.28

11924
11925
119.26
11927
1190.28

118.50
119,51
119,52
119.53
119.54

119.55
119.56
119.57
110.58
119.59

119.60
119,61
119.62
119.63
110.64

110.656
119.08
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Sec.
11867 Requirementa for filling and iabel-

ing.
110.68 Conditions for releass and removal,

Avrnonrry: The provisions of this Part 119
issued under 37 Stat, 832-833: 21 US.C. 151~
158,

GENERAL REQUIREMENTS
§ 119.1 Applicability of regulations.

The regulations in this part shall ap-
ply to anti-hog-cholera serum and hog-
cholera antibody-concentrate, except as
otherwise permitted by the Director, in
licensees' outlines submitted as provided
in § 114.2 of this subchapter.

HYPERIMMUNE HOGS
§119.2 Required period of immunity.

Anti-hog-cholera serum shall be de-
rived at licensed establishments only
from hyperimmune hogs which have
been immune to hog cholera for at least
60 days prior to hyperimmunization.

§ 119.3 Health and weight when hyper-

immunized.,

Hogs which are used to produce anti-
hog~-cholera seruum at licensed establish-
ments shall be healthy at the time of
hyperimmunization. The weight of
each animal in a given group shall be
determined and recorded accurately by
the licensee before hyperimmunization
of the group.

§ 119.4 Dosage of virus.

All hogs which are used to produce
anti-hog-cholera serum at licensed
establishments shall receive, for hyper-
immunization, a single intravenous in-
jection of at least 5 cc. of hog-cholera
virus for each pound of the animal's
welght when Injected.

§ 119.5 Temperatures before bleeding.

The temperatures of the hogs in each
group or lot used to produce anti-hog-
cholera serum at licensed establishments
shall be determined under normal han-
dling conditions and recorded accurately
by the licensee either on the afternoon
before, or on the day of, bleeding, There
shall be provided clean, light quarters
equipped with a satisfactory chute and
all other facilities for expediting temper-
ature taking and veterinary inspection,

§119.6 Inspection before bleeding,

All hogs which are used to produce
anti-hog-cholera serum at lcensed es-
tablishménts shall be examined before
cach bleeding., Groups containing any
hogs that are lame or otherwise suspected
of being affected with a vesioular disease
shall be given special examination for
vesicles and the like after thorough
cleansing of their feet, including exami-
nation of the coronary bands, snouts, and
lips., Only those hogs which are found
to have a temperature of less than 104°
F. and are free from any infectious, con-
tagious, or communicable diseases or
other abnormal conditions shall be bled
for serum. No hyperimmune hog in a
lot or group of like origin having a sig-
nificant number of high temperatures or
showing other abnormalities indicative
of an infectious or communicable disease
shall be subjected to bleeding until such
conditions of the lot or group as a whole
no longer exist.

RULES AND REGULATIONS

§ 119.7 Bleeding and examinuation,

(a) Anti-hog-cholera serum shall be
derived at licensed establishments only
from hyperimmune hogs which have been
subjected to not more than four succes-
sive bleedings, except that additional
bleedings may be authorized by the Di-
rector in emergencies, The first bleed-
ing shall take place not earlier than
the cleventh day after hyperimmuniza-
tion; subsequent bleedings shall not take
place more frequently than once in 7
days; and the last bleeding shall be made
on a date not later than 40 days after
hyperimmunization: Provided, That, in
emergencies, final bleeding may be de-
ferred when specifically authorized by
the Director.

(b) Autopsies shall be performed at
licensed establishments on hyperimmune
hogs that succumb in order to obtain, if
possible, information as to the cause of
death.

(c) Anti-hog-cholera serum derived
at licensed establishments from final
bleedings shall be kept separate from
other serum until it has been determined
by post mortem examination that the hog
from which the serum is derlved was not
so affected with any infectious, conta-
glous, or communicable disease or in such
condition as to render the serum worth-
,33' contaminated, dangerous, or harm-
ful.

§ 1198 Constitutional symptoms.

Anti-hog-cholera serum derived at li-
censed establishments from hogs which,
after hyperimmunization, manifest
symptoms indicative of an affection of a
constitutional character other than those
usually observed immediately following
hyperimmunization shall not be mixed
with other serum, unless after due con-
sideration of the prevalling conditions,
this action is permitted by the inspector
in charge. Such serum, if collected only
from hogs as prescribed in § 119.7, may
be prepared separately and tested as pre-
scribed in Parts 101 to 122 of this sub-
chapter and if, as a result of these tests,
the product is found satisfactory, it may
be marketed, Otherwise, the serum shall
be destroyed as provided in § 108.18 of
this subchapter.

§ 119.9 Post mortem exnmination,

(a) All hogs from which anti-hog-
cholera serum is derived at licensed es-
tablishments shall be subjected, after
final bleeding, to & thorough post mor-
tem examination. If, as a result of such
examination it is found that any hog is
so affected with any infectious, conta-
glous, or communicable disease or is in
such condition as to render the serum
worthless, contaminated, dangerous, or
harmful, the serum collected from such
hog shall be destroyed by the licensece,
as provided in § 108.16 of this chapter,

(b) If serum-producing hogs at a
licensed establishment become ex-
hausted as a result of tail bleeding,
dressing of the animals may be permit-
ted provided the animals bleed properly
upon throat bleeding. The carcasses of
such hogs may be dressed for food if
disposition thereof i3 made in accord-
ance with the meat inspection regula-
tions (Subchapter A of this chapter).

The blood of such animals may be ey
for serum if the tail and throat blesding
operations are such that no more {ime
elapses between tall bleeding and throat
bleeding than is necessary for removing
the animals from the tail-blecding sta.
tion and restraining them at a regulas
throat-bleeding station,

ANTI-HOG~CHOLERA SERUM ri:
PROCEDURE

£ 119.20 Heating; time and conditions,

All anti-hog-cholera serum produced
at licensed establishments shall be
heated in such a manner as to subject
the product and the entire container
thereof to a temperature of 585° C, for
30 minutes with a talerance of 0.5' above
and below that temperature, by methods
prescribed by the Director.

§ 11921 Heating containers.,

Metal containers of a capacity not W
exceed 50 liters shall be used in heating
anti-hog-cholera serum at licensed
establishments. Such containers shall
be equipped with satisfactory agilators,
and facilities for cooling and preserving
the product shall also be provided. All
serum shall be handled prior to heating
s0 that practically all “foam" is elimi-
nated before beginning the heating
process and shall be properly agitated
while being heated, cooled, and pre-
served. Each container of serum at time
of heating shall be so submerged thal
the water line in the bath will be af
least 2 inches above the upper surface
of the lid. No container or other equip-
ment intended for heating, cooling, pre-
serving, and storing serum shall be used
unless it is acceptable to the inspector
in charge.

§119.22 Heating and cooling: instrue:
tions.

The temperature of the bath in which
serum is heated at licensed establish-
ments shall not be permitted to exceed
62* C. The temperature of the serum
shall be reduced as rapidly as possible
15* C. or lower after heating. The tem-
peratures of the serum and the waler in
the bath shall be accurately determined
and recorded by the use of automatic
recording thermometers. A separte
recording thermometer shall be l_uod for
cach container of serum during e
heating and cooling operstions. Bu.!bs
and other parts of thermometers wr}.clz
are placed within the serum coniaint
shall be submerged in a 5-percent Pht"v
nol solution, or substitute permitted by
the Director, at all times when not In
use for taking temperatures.

§ 119.23 Instructions for preparation of
amti-hog-cholera serum.

(a) Definitions, When used in ng
section, the following terms shnl} -
construed to have the meanings bere ¥
assigned.

(1) Group number. The number ;1::
to identify a group of hyperimmune 1 -
not in excess of 175, the blood of “;«mc
is clarified and identified as one lot OF
as a fraction of a lot.

(2) Class of bleeding. ;11;:1‘ blct:g::fds
of une hogs. second,
thleroat or carotid bleedings

ARATION
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¢hall be identified by the letters A, B, C,
and D, respectively,

(1) Working unit. The net quantity
of hyperimmune blood in each contalner
used a5 & basis of clarification.

4) Preserved serum. True serum
and permitted clarifying solutions re-
covered In the centrifugation of hyper-
jmmune blood, preserved in compliance
with the regulations.

(5) Completed serum,. A combina-
gon of the different classes of preserved
srum mixed in batches in such propor-
tions as will equalize the potency of sald
classes,

(6) Finished serum. Completed se-
rum which is bottled, tested, and fully
labeled for marketing,

(7) Number. The number of hyper-
mmunes In any group, subjected to
bleeding, to supply blood of a given class.

(8) Weight., The total weight, at the
tme of hyperimmunization, of all the
hogs in the group that are bled in each
¢class,

9) Lot number. The lidentification
number of the preserved serum pro-
duced from blood collected from one
of more groups consisting of a total of
not more than 175 hyperimmune hogs.

(10) Batch. Preserved serum mixed
In a single container as required by the
regulations.

(11) Division rate. The proportion
which the total quantity of preserved
serum of cach class of bleedings bears to
the total quantity In a lot.

(12) Remainder. The unused pre-
served serum of all classes remaining
after one or more batches have been
prepared from a lot.

(b} General provistons. (1) The com-
position of each lot of anti-hog-cholera
serum shall be recorded by the licensee
o0 a form acceptable to the Director.

(2) The average yield of blood per
pound for each class of bleedings shall
be entered in the hyperimmune record
ix;a;onnecuon with the weight for the

3) The quantity of blood treated
With elarifying solutions in a single con-
faner shall not exceed 25,000 cc. All
tarifying solutions shall be added to
the working unit.

(4) All of the preserved anti-hog-
tholera serum produced from the blood
oliected from a given group of hogs

| be placed in the same Jot.

(8) The completed anti-hog-cholera
#rum shail consist of not less than 88
Pereent of true serum and not more than

percent of such solutions as are re-
Quired for clarification of the blood and
preservation of the serum, and shall
:;‘Drm-n: not more than 83 percent of

't defibrinated hyperimmune blood or
Dot more than 8051 percent of the whole

ﬁx};&rm;nmrw blood used in its prepara-

m‘;ﬂ " 10*'»'” and factors for computing
o0 / anti-hog-cholera serum. 'The
b'.clmnv rules and factors shall be used
bb lc':r‘:.t-; d establishments in comput-
g ')‘lr-.u{; of anti-hog-cholera serum.
2 u(:n defibrinated hyperimmune blood
sh.,upi th Eotal quantities in the lot
g “nstitute the basis for making the
Owing computations,
No.16—_3
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(1) To find the quantity of true
serum in the lot, subtract the sum of
the quantities of clarifying solutions
and preserving solution from the total
quantity of preserved serum.

(2) To find the percentage of true
serum recovered from the defibrinated
blood, divide the total quantity of true
serum by the total quantity of defi-
brinated blood used.

(3) To find the maximum production
permissible when the true serum recov-
ered represents 73.04 percent or less of
the defibrinated blood used, divide the
total quantity of true serum by 0.88.

(4) To find the maximum production
permissible when the true serum re-
covered represents more than 73.04 per-
cent of the defibrinated blood, muitiply
the total quantity of defibrinated blood
used by 0.83. In determining the con-
centration of phenol solution to be
selected In preserving “Serum recovered
(gross)” prepared from defibrinated
blood, the following table shall be used:

Truo serum

Bcnm)x mm&

(yross) connpare

with defibrinated
blood

(phenol
roqu

Prreent
T

10
50

The figures in such table show the max-
imum yields that may be preserved with
the different solutions without exceeding
83 percent of the defibrinated blood used,
provided the clarifying solutions are ex-
actly 4 percent of this blood. The fig-
ures for “Serum recovered (gross)™ will
vary as the clarifying solutions are per-
mitted to vary from 4 percent,

(5) To find the division rates for the
different classes of bleedings, divide the
preserved serum in each class by the
total quantity of preserved serum in the
lot. Each rate shall be expressed as a
decimal fraction and contain either three
or six figures, A division rate of three
figures may only be used, provided the
last three of six figures are regarded as 1
and added to the third figure when they
represent 501, or more and disregarded
when they represent 500, or less. For
example, 0.195501 shall be recorded and
used as 0,196 and 0.184500 shall be re-
corded and used as 0.184.

(6) To find the percentage of true
serum in the completed serum of a lot,
divide the total net quantity of true
serum used by the total quantity of pre-
served serum mixed.

(7) To find the percentage of com-
pleted serum &s compared with the total
guantity of defibrinated blood, divide the
total quantity of completed serum by the
total quantity of defibrinated blood used.

(8) To find the total weight of hy-
perimmune hogs used or bled, find the
combined weights taken at the time of
hyperimmunization for the hogs actually
bled for each class of bleedings.

(9) To find the yileld of defibrinated
blood per pound of hyperimmune hogs,
divide the total quantity of defibrinated
blood collected from each class of bleed-
ings of hyperimmune hogs by the total
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welght of the animals bled. The sum of
these results for all bleedings combined
will represent the yield of defibrinated
blood per pound.

(10) To find the yield of completed
serum per pound of hyperimmune hogs,
divide the total quantity of completed
serum by the total pounds of hyperim-
mune hogs used.

(d) Preparing batches. The following
instructions zhall be observed by licensed
establishments in preparing batches of
anti-hog-cholera serum:

(1) When not more than one bateh of
completed serum is to be prepared from
the lot: Determine the net gquantity of
preserved serum mixed and the loss in
handling,

(2) When two or more batohes not to
exceed 300,000 cc. each of completed
serum equal or approximately equal in
size are to be prepared from the lot:
Divide the quantity of preserved serum
of each class of bleedings in the lot by
the number of batches that are to be
prepared, The quotient will show the
quantity of preserved serum of each class
required for each batch, Proceed in the
preparation of each batch as outlined in
this section.

(3) When one or more batches of com-
pleted serum and a remainder are to be
prepared from the lot: Determine the
quantity of preserved serum of éach class
of bleedings required to make a batch of
approximately 300,000 cc. of completed
serum, and multiply the total quantity of
preserved serum required by the division
rate for each class. The results will
show the quantity of preserved serum of
each class required. Proceed with the
preparation of the batch as outlined in
this section. Proceed with the prepara-
tion of as many additional batches ap-
proximating 300,000 cc. each as may be
possible from the lot as outlined in this
section. The unused portions of a lot
when they aguregate less than 300,000 ce.
may be mixed together and tested and
marketed as a batch, or shall be identi-
fied as “Remainder of Lot No. .._." and
be made a part of the next batch mixed.

(4) When more than one batch of
completed serum s to be prepared from
the lot and a rémainder I8 to be used:
Determine the quantity of preserved
serum of each class required to make a
fraction of a batch of completed serum
which, when added to the remainder, will
approximate 300,000 cc. by subtracting
from 300,000 cc. the quantity of pre-
served serum derived from the re-
mainder. The difference will show the
theoretical guantity of preserved serum
that may be added to the remainder to
make & batch of approximately 300,000
ce. of completed serum. Proceed with
the preparation of the fraction of the
batch as outlined in this section. Add
the remainder to the completed fraction
of the batch to find the quantity of com-
pleted serum in the batch., Proceed with
the preparation of as many additional
batches approximating 300,000 cc. each
as may be possible from the lot as out-
lined in this section.

{(5) When only one bateh of completed
serum Is to be prepared from the lot and
a remainder is to be used: Prepare the
fractional part of the batch as outlined
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in this section. Add the remsinder to
the fraction to find the quantity of com-
pleted serum in the batch.

(6) Batches larger than 300,000 cc.:
Such batches shall be prepared by mix-
ing in a single container all preserved
serum derived from one or more properly
Identiflied whole groups totaling not more
than 175 hogs.

§ 119.24 Batches; determination of
quantity,

Anti-hog-cholera serum which is to
constitute a batch or portion thereof
may be strained Into a single contalner,
after which the quantity should be accu-
rately determined,

£ 119.25 Preservatives.

(a) Anti-hog-cholera serum produced
at licensed establishments shall have
added thereto a sufficient quantity of &
7% percent solution of phenol to make
the completed serum consist one-half of
1 percent of phenol by volume: Provided,
That either a 10 percent phenol solution
or a solution containing equal parts by
weight of phenol and ether may be used
when yields or methods require this as
a means to keep the total quantity of
serum produced from a given quantity
of blood within requirements of the reg-
ulations. When a 10 percent phenol
solution is used, at least 10 percent of its
volume shall be glycerin.

(b) To preserve serum properly, the
following procedure shall be observed:

(1) When a 7.5 percent solution is
used, divide the quantity of serum by 14,

(2) When a 10 percent solution is
used, divide the quantity of serum by
19.

(3) When the phenol-ether solution,
mentioned above, is used, divide the
quantity of serum by 86.

(¢c) Phenolization of anti-hog-chol-
era serum must be accomplished with
accuracy, and in a manner which will
prevent occurrence of undersirable
changes In the product.

(d) Merthiolate may also be added to
anti-hog-cholera serum In & solution in
such proportions that the merthiolate
will equal a 1-10,000 concentration of
the serum recovered gross, Such addi-
tion must be compensated for by using
a higher concentration of phenol solu-
tion as prescribed in this section. The
quantity of product obtained by the
addition of phenol solution plus the
merthiolate shall not exceed the maxi-
mum amount permissible by the use of
seven and one-half percent phenol solu-
tion alone or 83 percent of the defibri-
nated blood, whichever is less.

(e) In every case the concentration
and quantity of each solution used in
preserving the serum shall be recorded
by the Heensee,

§ 119.26 Mixing and holding.

Anti-hog-cholera serum, prior to
testing, at licensed establishments shall
be thoroughly mixed In a single con-
tainer into batches of not more than
300,000 ce. composed of proper propor-
tions of the different classes of bleed-
ings as provided in the regulations:
Provided, however, That larger batches
may be prepared by mixing in a single
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container all serum derived from one
or more properly identified whole
groups of hypermimune hogs totaling
not more than 176 hogs.

§ 119.27 Samples.

After & batch of anti-hog-cholera
serum is thoroughly mixed in a single
container at a licensed establishment, a
representative sample consisting of at
least 300 cc. shall be collected in three
containers of not less than 100 ce. each,
to be known as the “serum test sample.”
This sample shall be taken, properly
labeled, marked by an employee of the
licensee and held under refrigeration.
One of the three containers shall be held
by the licensee for at least 6 months
after the latest expiration date shown
on the labels affixed to the immediate
or true containers of the serum of which
this sample is a part.

§ 11928 Disposition of samples.

Unused samples of anfi-hog-cholera
serum prepared at licensed establish-
ments on which the expiration date has
passed 6 months previously may be la-
beled and marked in the regular manner
provided this procedure is approved by
the inspector in charge and the serum
is at that time tested and found satisfac-
tory for potency and purity, and such
labeling and marking is done within 3
years after the oldest serum in the batch
is collected. When these conditions are
not met, and it is desired to market the
serum, the samples shall be mixed and
assigned a serial number, This mixture
may be tested alone or it may be mixed
with other untested serum and tested as
prescribed In the regulations: Provided,
That the samples shall not constitute
more than 50 percent of the serum con-
tained in the final mixture. The expira-
tion date to be affixed to the containers
of mixtures of unused samples shall not
exceed 1 year from the date of conclu-
slon of a satisfactory test for potency.

TESTING ANTI-HOG-CHOLERA SERUM
8§ 119.50 Tests required.

All anti-hog-cholera serum produced
at licensed establishments shall be tested
for purity and potency as prescribed by
Parts 101 to 122 of this subchapter. Spe-
cial tests may be authorized by the Di-
rector under § 114.2 of this subchapter.

§ 119.51 Test pigs.

Licensees shall furnish all pigs used
in testing anti-hog-cholera serum.
Eight healthy plgs, susceptible to hog
cholera and weighing not less than 40
pounds nor more than 115 pounds each,
shall be used for testing each batch of
serum consisting of 300,000 ce. or less.
Batches consisting of more than 300,000
cc, shall be tested on 11 such pigs In-
stead of 8. Pigs which receive virus only
should be representative of the other
pigs which receive virus and anti-hog-
cholera serum.

§ 119.52 Dosage in tests,

Each plg for testing anti-hog-cholera
serum shall be injected with 2 ce. of hog-
cholera virus. Three pigs in each test
shall receive no serum and shall serve
as controls, The remaining pigs in the
test shall receive 15 ce. each of the serum

to be tested, except that ples weighing
more than 90 pounds may receive 20 ee
The virus and serum injections shall b
made simultaneously, the virus being .
Jected in the Jeft axillary space, and the
serum in the right. Each of the pigs i
the test shall be Injected with virus of
the same serial number,

§ 119.53 Handling test pigs,

All surviving pigs used for testing s
batch of serum at a licensed establish.
ment shall be subjected to the same cog-
ditions throughout the test period and
shall be held In a single pen or inclosurs
throughout this period, eéxcept that when
it is evident that a particular serum
test will be declared “no test” or “un-
satisfactory for potency,” the test pig
may be removed from the original fest
pen and placed with other pigs of the
same class in a common pen for the pur-
pose of releasing pen space for othe
tests,

§ 119.54 Observation and holding pe
riod ; test pigs,

The period for holding surviving plgs
at licensed establishments, while belng
used for testing the potency and purlly
of anti-hog-cholera serum as described
in the regulations, shall be not iess than
14 days Immediately following thelr In-
oculation for this purpose and as much
longer as the inspector in charge detms
necessary to render proper judgment on
the results of the tests. Such plgs shall
not be removed from the test unless and
until they have served their purpose in
the prescribed tests,

£119.55 Temperatures: test pigs

The tempernture of each plg used Ina
test of anti-hog-cholera serum at H-
censed establishments shall be taken and
recorded shortly before such test 8
started, Temperatures of control phs
and “slow” or sick serum-treated piEs
in serum tests, except known “‘unsatis-
factory tests™ and “no tests,” chall b
taken and recorded daily throughout the
test period on regular work days and
such other days as the Inspector in
charge may direct when It appesrs de-
sirable for proper disposition of the test.
When pigs In tests do not manifest
“slowness”” or symptoms of sickness
their temperatures need not be taken
except when required by the inspet‘l?r
in charge to determine more accuraiely
the physical condition of the anima:
under observation.

§ 119.56 VYirus required.

Simultaneous virus or its equivalent, 85
described In § 118.3 of this subchaptet
shall be used for inoculating piss 10
serum tests. Hog-cholera virus fur
nished by the Division shall be used t"“
inoculating pigs in tests w)}c:w\'i'-”‘ :
{nspector in charge deems this D"“‘c“‘%uﬁ.
ndvisable, and whenever condmﬂ.: ‘ix,:n
previous tests of any batch of 6600
hayve indicated some deficiency in eithe
the virus or serum used.

§ 119.57 Principle for judging results of

tosts, he
(a) The following principle and io

rules in § 119.58 are to be used as pgldgi
fn judging the results of serum tests
licensed establishments:
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() It s practically impossible in
many cases to differentiate accurately
petween hog cholera, pneumonia, and
osther conditions affecting hogs without
the aid of an autopsy as well as labora-
tory techniques and experiments to de-
termine the causative agent responsible
for the condition. Therefore, when
healthy pizs are selected for testing anti-
nog-cholera serum any abnormal con-
dition in the plgs subsequent to thelr
moculation shall be regarded as due ei-
thelr to the virus used or, in serum-
treated pigs, to the fact that the serum
does not protect, unless the condition is
definitely known or can be shown to be
due to some other cause.

£119.58 Rules for judging results of
test

The following rules shall apply at
licensed establishments in judging anti-
hog-cholera serum tests described In the
regulations,

(a) Control pigs. The purpose of con-
trol pigs In serum tests is to furnish in-
formation 85 to the virulence of the
virus used for inoculating the animals
and to Indicate whether the pigs fur-
nished are susceptible to hog cholera.
As an aid In determining the fulfillment
of this purpose the following conditions
shall obtain:

(1) At least two of the control pigs
shall become visibly sick of hog cholera
sibsequent to the third day of the test
period or {he fourth day, if the third day
falls on & Sunday or holiday, and within
7 days after the test is begun.

(2) At least two of the control pigs
which become slck as described in sub-
baragraph (1) of this paragraph shall
manifest well-marked and Increasingly
frave symptoms of hog cholera attended
With procressively abnormal tempera-
tures common to the acute type of this

(3) At least two of the control pigs
whith become sick as described in sub-
paragraphs (1) and (2) of this para-
iraph shall show lesions upon post mor-
m examination sufficlent to make a
Poeltive diagnosis of hog cholera, when
tonsidered with the ante mortem be-
havior of these animals.

(b) Test; conditions wunder which
#rum to be declared “satisfactory for
potency.”  Serum will be declared “sat-
Efsctory for potency™ when at least two
of the control pigs react as described in
Paragraph (a) of this section and either
of the following conditions obtains:

(1) All the serum-treated pigs remain
well throughout the test period.

2} One or more of the serum-treated
lmizs become visibly sick after the time of
l!;oculnlton and all fully recover before

16 Lest animals are released. Such sick

;"Yi. however, will not be regarded as
ully recovered until they have been in
?ﬂ Apbarently normsl conditfon for at
east, .smconsecut.lve days.
":C: 1 cil;  conditions wunder which
po{u.::..u' Ve declared “unsatisfactory for
ml‘:’f-f V." Serum will be declared “un-
two"‘ Aclory for potency” when at least
i u{ the control pigs react as described
: ,folmzr-«‘mh {n) of this section and the
ollowing condition obtains:
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(1) One or more of the serum-treated
plgs become visibly sick subsequent to
the third day after the time of inocula-
tion, or the fourth day, if the third day
falls on a Sunday or holiday, and fail to
recover fully before the test animals are
released.

(d) Test; conditions wunder which
serum to be declared “no test for po-
tency.” Serum will be declared ‘‘no test
for potency” when any one of the follow-
ing conditions obtains, but such action
will not prevent a retest under the pro-
visions of the regulations:

(1) One or more of the serum-treated
pigs become visibly sick on or before the
third day after the time of inoculation,
or the fourth day, if the third day falls
on a Sunday or holiday, and fail to re-
cover within the test period.

(2) Two or more of the control pigs
become visibly sick on or before the third
day after the time of inoculation, or the
fourth day, if the third day falls on a
Sunday or holiday.

(3) Two or more of the control pigs
do not manifest symptoms of hog
cholera as described in paragraph (a)
of this section.

(4) Two or more of the control pigs
do not show lesions of hog cholera upon
post mortem examination as described
in paragraph (a) of this section.

(5) Two or more of the control pigs
manifest symptoms of hog cholera
within 7 days as described In paragraph
(a) of this section but do not become
sick to the degree described in sald
paragraph.

(6) Any of the serum-treated pigs
develop, during the test period, symp-
toms of any infectious, contagious, or
communicable disease (other than hog
cholera) which s not caused by the
serum used.

(7) A condition obtains In any of the
test pigs which is not otherwise covered
in this section.

(e) Test; when serum to be declared
“satisfactory for purity.” Serum will
be declared “satisfactory for purity”
when the following condition obtains:

(1) Not more than one of the serum-
treated pigs in a test develops an abscess
at the site of the serum injection and
no symptoms of any infectious, conta-
glous, or communicable disease other
than hog cholera are manifested by any
of the animals in the test.

(1) Test; conditions under which
serum to be declared “unsatisfactory jor
purity” Serum will be declared “un-
satisfactory for purity” when either of
the following conditions obtains:

(1) Abscesses which are not definitely
known to be due to causes other than the
serum used develop at the sites of the
serum injections in more than one of the
serum-treated pigs.

(2) During the test period any of the
serum-treated test pigs develop symp-
toms of any infectious, contagious, or
communicable disease (other than hog
cholera) which Is due to the serum used.

(g) Test; conditions under which
serum to be declared “no test for purity.”
Serum will be declared “no test for pu-
rity” when any one of the following con-
ditions obtains, but such action will not
prevent a retest under the provisions of
the regulations,
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(1) Two or more of the serum-treated
pigs succumb within 14 days after the
time of inoculation,

(2) Any of the serum-treated pigs de-
velop, during the test period, symploms
of any infectious, contagious, or com-
municable disease (other than hog chol-
era) which is not caused by the serum

(3; A condition obtains in any of the
test pigs which is not otherwise covered
in this section.,

§ 11959 Retests when  serum  found
“unsatisfactory for potency.”

When a test of anti-hog-cholera serum,
prepared at a licensed establishment, has
shown it to be “unsatisfactory for po-
tency,” the serum may be tested again as
prescribed In §119.51. Should this re-

test show the serum to be “‘unsatisfactory
for potency” it may be so retested again,
and if still found “unsatisfactory for po-
tency” the serum shall be destroyed or
otherwise disposed of as prescribed by the
Director.

§ 119.60 Tests for purity.

Should abscesses develop at the sites
of the serum inoculations In any of the
pigs used at licensed establishments for
testing serum as provided in this part, the
following rules shall apply:

(a) Judgment of the results of tests
made on pigs to determine the potency
of anti-hog-cholera serum will be ren-
dered Irrespective of conditions found
which are regarded as an index to the
purity of the product.

(b) If anti-hog cholera serum upon
testing is declared “satisfactory for
purity,” and it is found necessary to sub-
ject the batch of serum to a retest to
determine {ts potency, judgment con-
cerning the purity of the product shall be
based on the first test unless evidence is
found subsequent to such test which in-
dicates that the serum Is contaminated.

§ 119.61 Retests for purity.

(a) When anti-hog-cholera serum
prepared at a licensed establishment has
once been found ‘“unsatisfactory for
purity,” as defined In § 119.58, it may be
tested again for purity on eight pigs,
provided each pig recelves a single in-
jection, in the axillary space, of at least
20 cc. of the product.

(b) When anti-hog-cholera serum
produced at a licensed establishment has
twice been found “unsetisfactory for
purity,” as defined in §119.58, but
is “satisfactory for potency,” as pro-
vided in § 119.58, it may be tested again
to ascertain whether it Is contaminated
with pus-producing organisms by treat-
ing 50 hogs on the premises of the
licensed establishment., Each hog
treated shall recelve a single injection, in
the axillary space, of not less than 25 cc.
of the product to be tested. Serum
tested as provided in this paragraph shall
be destroyed or otherwise disposed of or
used as prescribed by the Director.

§ 119.62  Purity test animals; holding
period.

Animals used for testing serum as pro-
vided In §119.61 at licensed establish-
ments shall be held for at least 14 days,
and be carefully examined at the sites of
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inoculations to determine whether the
serum has caused abscess formation.

§ 119.63 Minimum dosage.

Anti-hog-cholera serum or hog chol-
era antibody-concentrate may be mar-
keted if, upon testing, as provided iIn
Parts 101 to 122 of this subchapter, it
i5 found “satisfactory for potency” and
“satisfactory for purity,” provided the
label on the true container thereof con-
tains recommendations for use as speci-
fied in this section:

(&) For use in preventive vaccination,
the minimum dose shall be 10 cc or more
of anti-hog-cholera serum or 5 cc or
more of hog cholera antibody-concen-
trate when used with modified live virus
hog-cholera vacecine, plus the following
statement: “If immediate protection
against hog cholera Is desired or move-
ment of the animals from the premises is
anticipated within 21 days following im-
munization, 15 c¢ or more of anti-hog-
cholera serum or 7' cc or more of hog
cholera antibody-concentrate should be
administered simultaneously with the
yaccine."

(b) Export labels only may contain
recommendations for use with simul-
taneous virus in doses not less than those
appearing in the following table:

Antibody-

Buckling plgs. .o oeeeeeeee
Piga20to40ibe . .

GHE

45
55
s
7%

§ 119.64 Expiration date,

The expiration date shown on labels of
anti-hog-cholera serum produced at -
censed establishments shall not exceed
3 years from the date on which the first
serum of the batch Is collected, except
as provided in § 119.66.

§ 119.65 Extension of expiration date.

Should the expiration date of any
batch of anti-hog-cholera serum pro-
duced at lHcensed establishments expire
before the serum is used, the serum may
be retested, and if found “satisfactory
for potency" and “satisfactory for pur-
ity,” as defined In § 119,58 (b) and (e),
the expiration date may be extended
for 1 year from the date of conclusion of
the retest for potency. Should a batch
of anti-hog~cholera serum not be found
“satisfactory for potency™ or “satisfac-
tory for purity” before the expiration of
3 years from the date of collection of the
oldest serum in the batch, or should it
not be so found in time to allow it to be
used before the expiration of said 3 years,
the expiration date will be limited to 6
months from the date of conclusion of
a satisfactory test for potency.

§ 119.66 Conditions for removal.

Anti-hog-cholera serum shall not be
removed from the premises of a licensed
establishment unless it has been prepared
as required by Parts 101 to 122 of this
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subchapter and no such serum shall be
released for marketing unless and until
all the Information required by Parts
101 to 122 of this subchapter has been
affixed to the containers thereof.

12. Amend Part 121 to read as follows:

PART 121—ADMISSION OF BIOLOG-
ICAL PRODUCTS AND MATERIALS
TO LICENSED ESTABLISHMENTS

Sec.

121.1 Requirements re admission of blolog-
ical products, etc, to licensed
establishments.

Divislon virus and serum.

Virus from outbreaks.

Transportation between
establishmenta.
Avrnonrry: The provisions of this Part

121 issued under 37 Stat, 832-833; 21 US.C.

151-158.

§121.1 Requirements re admission of
biological products, ete., 1o liconsed
establishments,

Except as specifically authorized by
Parts 101 to 122 of this subchapter, no
blological product which has not been
prepared, handled, stored, and marked
in accordance with Parts 101 to 122 of
this subchapter and no biological prod-
uct which is worthless, contaminated,
dangerous, or harmful shall be brought
onto the premises of any licensed estab-
lishment.

£ 121.2 Division virus and serum,

Hog-cholera virus and anti-hog-
cholera serum prepared by the Division
will be admitted to licensed establish-
ments for use as prescribed in Parts 101
to 122 of this subchapter or as may be
approved by the Director.

§ 121.3  Virus from outbreaks.

Hog-cholera virus procured from out-
breaks of hog cholera on farms that are
free from other communicable diseases
will be admitted to licensed establish-
ments by the inspector in charge when
requested by the license¢ for use In
propagating a new strain of virus for
inoculating purposes. Before such virus
Is used in the production of simulta-
neous virus or hyperimmunizing virus, it
shall be injected into pigs weighing from
40 to 90 pounds to determine whether
the purity and virulence of the product
are satisfactory. The virus shail be
passed through pigs as provided in
Parts 101 to 122 of this subchapter un-
til its virulence and purity are satisfac-
tory; otherwise, the product shall be de-
stroyed as provided in § 108.16 of this
subchapter.

§121.4 Transportation between licensed
establishments,

Anti-hog-cholera seérum and hog-
cholera virus, spleens, and other organs,
collected in licensed establishments, and
suitable for use under Parts 101 to 122
of this subchapter, may be transported
from one licensed establishment to an-
other or between units of the same
establishment provided these products
are properly packed. Such products
and materials must be pgeked or lced

1212
1213

1214 llcensed

50 that a proper temperature will s
maintained during transportation,

‘This amendment shall becom: effeetisy
30 days after publication In the Py
REGISTER.

The reporting and/or reco: d-keeping
requirements contained herein have beey
approved by the Bureau of the Budget in
accordance with the Federal Reports Aot
of 1942,

Done at Washington, D.C., 26th day of
January 1965.
B. T. Suaw,
Administrator,
Agricultural Research Service.

[P.R., Doc, 65-971; Fled, Jan. 28, 196
8:49 am.j|

Title 14—AERONAUTICS AND
SPACE

Chapter |—Federal Aviation Agency
[Alrspace Docket No. 683-A1-29|

PART 75—ESTABLISHMENT OF
JET ROUTES

Jet Route; Alteration of Designotion

On December 31, 1064, F.R. Doc, 84
13448 was published in the Frosnan Ric-
IsTER (29 F.R. 19185) amending Part 75
of the Federal Aviation Regulations, ef-
fective March 4, 1965, by the designation
of Jet Route No. 601 in pari from
Yakutat, Alaska, to Anchorage, Alsska
A flight check has disclosed that this
alignment would require a minimum en
route altitude (MEA) of FL 360 between
Yakutat and Anchorage, In order tore-
duce the MEA to FL 180, action is taken
herein to realign this segment of J-501
via the Hinchinbrook, Alasks, RR. The
centerline of the realigned route Is pres-
sently within controlled airspace s&‘nd is
closely aligned with Amber Federal sir-
way No. 1. ¥

Since this alteration involves oniy &
small amount of airspace which is shove
18,000 feet MSL, it would impose no un-
due burden on any persomn. ’I.’xzrv!oh:d
the Administrator finds that notice aD
public procedure herson ls unnecessary
and the effective date of the document 84
initially adopted may be retained.

In consideration of the foregoing, PR.
Doc, 64-13448 (20 F.R, 19183 L
amended, effective immediately, as here
Inafter set forth, . el

In paragraph (g) the descrm!-uﬂ‘lgf I
Route No. 501 is amended as rwmsd
“Anchorage, Alaska;" is deleted “""
“Hinchinbrook, Alaska, RR; Anchoraf®,
Alaska:” is substituted therefor.

1 Avintion AcS
Sec. 307(n) and 1110, Pederal Avin n S
gf 1058 (‘(9 ‘US.O. 1348 and 1510) and Exect
tive Order 10854 (34 F.R. 0565))

Issued in Washington, D.C., on Jau

; 25, 1965.
i H. B. HELsTROX,

ief, Airspace Regulations
i eland Procedures Division.

[PR. Doo. 65-935; Piled, Jan. 23. 106%
8:40 nm.|

L=
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Chopter Il—Civil Aeronautics Board

SUBCHAPTER A—ECONOMIC REGULATIONS
[Reg. No. ER-426]

PART 288—EXEMPTION OF AIR CAR-
RIERS FOR SHORT-NOTICE MILI-
TARY CONTRACTS AND SUBSTITUTE
SERVICE

Reasoncble Level of Compensation;
Minimum Aircraft Loads

Adopted by the Civil Aeronautics
Board at its office in Washington, D.C,,
pn the 25th day of January 1965.

By notice of proposed rule making
dated October 1, 1964 (EDR-72, 20 F.R.
13827), the Board proposed to amend
Part 288 of the Economic Regulations to
establish minimum aireraft load (ACL)
requirements with respect to cargo car-
tied on convertible charters (all-cargo
In one direction and all-passenger in the
pther) and on mixed charters (passen-
gers und cargo carried at the same time) ,
The Board noted that, although Part 288
sota forth minimum rates for both con-
yertible and mixed charters, § 288.7(b)
does not include minimum ACL require-
ments In terms of the amount of cargo
1 be carried on such flights, It was
further noted that such omission had re-
sulted in confusion in connection with
the application of the proviso to that
paragraph relating to traffic deficits!
Accordingly, the Board proposed to
amend § 288.7(b) to preclude the opera-
Hon of the proviso unless (1) the cargo
load on & convertible flight was less than
e number of tons and number of pallets
specified for the B-707-320B/C, DC-8F,
and CL-44 afrcraft, and (2) the traffic
carried on & mixed flight was below vari-
0 combinations of passengers and
Gargo paliets. The Board also
i similar amendment with respect to all-
Cargo Nights to set forth the minimum
ACL's In terms of both welght and num-
ber of pallets.

The most significant aspect of these
proposed amendments related to the con-
vertible flights. It was the Board's
inderstanding that in current converti-
ble operations both the large convertible
Wrbojet, aireraft and the CL-44 aircraft
have slightly less carrying capacity, In
s of cither space avallable or lift,
than in all-cargo service because of the
hecessity to transport on the CArgo seg-
ment the equipment needed to carry pas-
Eengers on the other segment. For the
onvertible turbojets, therefore, we pro-
i’:‘cu ACL's of 34 tons and 12 pallets for
I cargo segment of a convertible fight
?«'COXI:I::-Rred with 36.5 tons and 13 pallets
Or all-cargo flights. For the CL-44, the
‘pml)'f-h('d ACL's were 27 tons and 10 pal-
;‘-‘!!-”fo: convertible operations and 29.35
xﬁ“‘ and 10 pallets for all-cargo fiights.
& tach instance, no traffic deficit penalty

5 10 be assessed unless the traffic car-

—
—_—

mp}“.r.c_.;:.ru\lso to §288.7(b), In effect, per-

* & currler t0 operate at loss than the nor-
timum level of compensation when,
e to time, the cargo oarrled is less
other tilfn!nm?um specified ACL fof reasons
MATS | 0 edverse weather, off-loading by

X ”g OF the bulk of the cargo supplied by
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ried was less than both the specified
number of tons and pallets.

Nine alr carriers and the Military Alr
Transport Service (MATS) filed com-
ments in response to EDR-72. Except for
The Tiger Line Inc. (Flying
Tiger), the air carriers either supported
or did not oppose the proposed amend-
ment insofar as it related to convertible
flights, although three carriers urged
that the amendment be made effective
retroactively to eitherJuly 1, 1964, or the
date when the related minimum rates
became effective. Two carriers suggested
minor revisions of the proposed amend-
ment with respect to mixed filghts. Two
other carriers objected to the 13-pallet
requirement on all-cargo flights, MATS
opposed the 12-pallet standard for the
convertible turbojet flights on the basis
that 13 pallets could in fact be carried
on such flights, MATS also noted a prob-
lem with the proposed amendment with
respect to all-cargo flights with the CL-
44 and suggested a revision of the lan-
guage relating to the mixed flights, Fly-
ing Tiger proposed minor revisions of the
tonnage ACL for both the turbojet and
turboprop atreraft on convertible flights*
However, Flying Tiger went beyond the
matters ralsed by EDR-72 and proposed
that the current method of stating mini-
mum revenues for convertible fiights
(Le., 2.55 cents per passenger-mile for all
segments) be modified to provide that a
rate of 12,5 cents per ton-mile would ap-
ply on cargo segments.

For the reasons set forth below, the
Board has determined to take final ac-
tion at this time on a portion of the
amendments proposed by EDR-72 and to
defer action on the remainder until a
later time. The problems of applica-
tion of the proviso to § 288.7(b) that had
been brought to the Board's attentlon
prior to the issuance of EDR-72 related
principally to convertible flights. These
problems apparently continue to exist:
and, accordingly, it is appropriate to
amend Part 288 promptly in order to re-
solve these matters,

With respect to the mixed and all-
cargo flights, however, the Board is not
aware of any general problem flowing
from the provisions of Part 288 as pres-
ently written. It does not appear that
the current ACL’s for the convertible
turbojet afrcraft, 36.5 tons, and for the
CL-44, 29.35 tons, are unrealistic. Simi-
larly, while Flying Tiger's proposal that
the minimum rate for the all-cargo seg-
ment of a convertible flight be stated in
terms of cents per ton-mile instead of
cents per passenger-mile appears to have
merit, it is outside the scope of the in-
stant proposal to amend Part 288 and
must be the subject of an additional no-
tice of rule making. Subsequent to the
issuance of EDR-72, the Board initiated
a general review of Part 288, including
rate levels, rate structure, and related
provisions: and we expect to issue a no-
tice of rule making in the near future,
Accordingly, the Board will in that pro-

*Plying Tiger proposed an ACL of 28 tons
for the CL-44 In lleu of the 27 tons pro-
posed in EDR-72, and 33.7 tons for the turbo-
Jets in place of the 34 tons proposed by the
Board.
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ceeding dispose of the matters raised by
EDR~72 relating to the all-cargo and
mixed fiights as well as the Flying Tiger
proposal regarding restatement of the
minimum rates for the cargo segment of
convertible flights.

With respect to convertible flights, the
Board is satisfied that 12 pallets are the
maximum that can reasonably be accom-
modated on the B-707-320B,C and DC-
8F aircraft in convertible service today.
It is recognized that one additional pal-
let can be carried on all-cargo flichts
and that the capacity available to MATS
on convertible flights is limited to that
extent. However, the need to carry pas-
senger service equipment, seats, galleys,
etc., on the cargo segment is inescapable;
and it appears to be impossible to carry
all such equipment in the belly compart-
ments. Much the same situation obtains
on the CL-44, where the presence of
galley equipment in the tail section re-
stricts MATS' ability to use that area for
bulk leading, although there is no prob-
lem with carrying the same number of
pallets (10) as on an sll-cargo flight.
Accordingly, the Board has determined
that 12 and 10 pallets represent reason-
able minimum ACL’s for the convertible
turbojet and CL-44 alrcraft, respec-
tively, on the all-cargo segment of con-
vertible flights, It follows that no deficit
should bé imposed so long as the carrier
can accommodate 12 or 10, as the case
may be, fully loaded pallets on such
flights, éven though the total weight of
such traflic may not be as great as the
tonnage ACL specified for all-cargo
flishts. Therefore, we will amend the
proviso of § 288.7(b) to preclude, in ef-
fect, the imposition of any penalty for
deficit traffic on all-cargo legs of con-
vertibie flights as long as the Indicated
number of pallets can be accommodated.

This provision will be effective on a
prospective basis 30 days after the serv-
ice of this amendment. It has been and
remains the Board's policy to make
changes in Part 288 on a prospective
basis absent compelling circumstances to
the contrary, which we do not find to be
present here, A policy of prospective
rate or rule changes is consistent with
the terms of the carriers' contracts with
MATS and with normal practice with
respect to air transportation rates in
general.

Accordingly, the Civil Acronautics
Board hereby amends § 288.7(b) of Part
288 of the Economic Regulations (14 CFR
Part 288), effective March 1, 1965, by
changing the proviso at the end thercof
to read as follows:

§ 288.7

tion.

Reasonable level of compensa-

- » . » »

(b) Minimum aircraft loads. * * *
Provided, That, for the purposs of this
paragraph (b), compensation equal to
the minimum rate applied to the load
that actually can be accommodated shall
be consldered economic whenever a car-
rier is prevented from accommodating a
load equal to the minimum specified
above, for reasons other than adverse
weather, off-loading by MATS, or the
bulk of the cargo supplied by MATS, but
in no event less than 90 percent of the
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above minimum loads. For purposes of
this proviso, failure by the carrier to ac-
commodate more than 12 loaded pallets
on the B-707-320B/C and DC-8F air-
craft, or 10 loaded pallets on the CL-44
aireraft, irrespective of the total weight
thereof, on the all-cargo segment of any
convertible charter flight, due to the
presence of galley equipment and/or
crew facllities on the main deck of the
alrcraft for use on that convertible char-
ter flight, is deemed to be due to the
bulk of the cargo supplied by MATS.
(Secs, 204 and 416, Federal Aviation Act of
1968; 72 Stat, 748, 771; 40 US.C. 1324, 1388)

Adopted: January 25, 1965.
By the Civil Aeronautics Board.

[SEAL] HAROLD R. SANDERSON,
Secretary.

[PR. Dooc, 65-972; Filed, Jan. 28, 1065;
8:49 am.)

Title 21—F00OD AND DRUGS

Chapter }—Food and Drug Adminis-
tration, Department of Health, Edu-
cation, and Welfare

SUBCHAPTER C—DRUGS

PART 133—DRUGS; CURRENT GOOD
MANUFACTURING PRACTICE IN
MANUFACTURE, PROCESSING,
PACKING, OR HOLDING

Control of Cross-Contamination by
Penicillin; Amendments to Drug
Regulations for Current Good Man-
vfacturing Practice

A recent investigation by the Food and
Drug Administration revealed that vari-
ous products from a number of drug firms
were contaminated with small amounts
of penicillin. Since products that are
contaminated with penicillin may trigger
allergic reactions when administered
to penicillin-sensitized Individuals, the
Commissioner of Food and Drugs con-
vened an Ad Hoc Adyvisory Committee
on Penicillin Contamination to advise
him regarding the health significance of
this problem. The following persons,
who are experts in the fields of allergy
and penicillin therapy, comprised the
Committee:

Dr. Leighton Cluff, Assoclate Professor of
Medlcine, Johns Hopkins University,

Dr. Maxwell Finland, Associate Professor of
Medicine, Harvard School of Medicine,
Dr. Francis Lowell, Assistant Professor of
Medlicine, Harvard School of Medicine.
Dy, Monroe Romansky, Professor of Medicine,

The Goorge Washington University,
Dr. John Sheldon, Profeasor of Internal Medl-
cine, University of Michigan.

Dr. Willinm Sherman, Associate Clinlcal Pro-
fessor of Medicine, Columbia University,
Dr, Bernard Slegel, Assoclate Attending
Physielan in Allergy, Jewish Hospital of

Brooklyn,

The Advisory Commitiee submitted its
report through the Medical Director of
the Food and Drug Administration, who
has evaluated and transmitted it to the
Commissioner with his concurrence.
The findings are as follows:
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A. Allergie reactions may range from
mild and transient manifestations to
fatal anaphylaxis, but all grades of such
reactions should be considered poten-
tially dangerous. While exact numbers
cannot be stated, it is known that there
is a slgnificant segment of the population
which is hypersensitive to penicillin.
Therefore, the Inadvertent exposure of
such individuals to penicillin constitutes
& public health problem,

B. While it is difficult to state precise
values based on the data presently avall-
uble, the following amounts of penicillin
might be allowable as reasonably safe for
use by the penicillin-hypersensitive in-
dividual:

1. Parenteral drugs: Less than 0.05
unit of penicillin per maximum single
goae recommended in the labeling of the

rug.

2. Oral drugs: Less than 0.5 unit of
penieillin per maximum single dose rec-
ommended in the labeling of the drug.

C. The Commissioner of Food and
Drugs should explore, with the coopera-
tion of the various manufacturers, the
possibility of developing methods of pro-
duction designed to eliminate all possibil-
ities of penicillin contamination of non-
penicillin produets, The Committee rec-
ognizes that the risk from penicillin con-
tamination of drugs to the public may be
small In contrast to other sources of ex-
posure to this antiblotic; nevertheless,
the climination of contamination of
drugs as here recommended, particularly
of drugs given parenterally, may reduce
the hazard of serious inadvertent peni-
clallgl reactions to hypersensitive Individ-
u

On the basis of the avallable evidence,
including the findings and recommenda-
tions of the ad hoe Advisory Committee
on Penicillin Contamination, the Com-
missioner of Food and Drugs has con-
cluded that the regulations for good
manufacturing practice in the manufac-
ture, processing, packing, or holding of
drugs (21 CFR Part 133) should be
amended as hereinafter Indicated.
Therefore, pursuant to the provisions of
the Federal Food, Drug, and Cosmetic
Act (secs. 501(a), 701(a), 52 Stat. 1050
as amended, 76 Stat. 780, 781; 1055; 21
U.S.C. 851, 371) and under the authority
delegated to the Commissioner by the
Secretary of Health, Education, and
Welfare (21 CFR 280): It is ordered,
That Part 133 be amended in the follow-
ing respects:

1. Section 133.3 is amended by chang-
ing the introduction to paragraph ()
and by inserting a parenthetical phrase
in paragraph (b). As amended, the af-
feoted portions read as follows:

§ 133.3  Buildings,

(a) Provide adequate space for the
orderly placement of equipment and ma-
terials used {n any of the following opera-
tions for which it is employed, to mini-
mize any risk of mixups between different
drugs, their components, packaging, or
labeling, and to control the possibility of
cross-contamination of one drug by an-
other drug that is manufactured, stored,
or handled on the same premises:

(b) Provide adequate lighting and
ventilation, and when necessary for the
intended production or control purposss
adequate screening, filtering, dust, hu.
midity, temperature, and bacteriologieal
controls, as for example; 1o prevent con-
tamination of products by extrancow
adulterants (including the prevention of
cross-contamination of one produet by
dust or particles of ingredients arising
from the manufacture, storage, or han.
dling of another drug); to prevent
dissemination of micro-organi:
one area to another; to facil
sterilization of special work areas, s
as those used for production of par-
enteral preparations; to provide suitable
housing for any animals; and to avold
other conditions unfayorable to the
safety and integrity of the product,

2. Section 133.6 is amended to read s
follows:

§ 133.6 Components.

Components used in the manufacture
and processing of drugs, regardless of
whether they are intended to appe
the finished product, shall be ic
stored, examined, tested, inv :
handled, and otherwise controlled In &
manner to assure that they conform %
appropriate standards of identiy,

strength, quality, and purity, and are free
of contaminants at time of use, an

dust or particles resulting

storage or handling does not contaminate
other substances or preparations on the
premises, and to provide that appropriate
records are maintained of their origin,
recelpt, examination, testing, disposition,
and use drug manufacfure oF
processing.

3. Section 133.8(d) is amended to read
as follows:

§ 133.8 Production and control proce
dures,

(d) Appropriate procedures to cof-
trol the hazard of contaminsation with
micro-organisms in the production of
parenteral drugs, ophthalmic solulions
and any other drugs purporting to b
sterfle, and appropriate procedures W
control the hazard of cross-contaming-
tion of nonpenicillin products by o« nicll-
ln in those establishments that manus
facture, store, or handle penic
products and nonpenicillin products,

4. Section 133.11 is amended by add-
ing thercto a new paragraph (b) readinse
as follows:

§ 133.11 Laboratory controls.

(h) Firms that manufacture no
eillin products, including certifisbic ar k
biotic products, on the same premi=es c.'d
use the same equipment as that .m:
for manufacturing penicillin ;7:~':¢}!1€L.
or that operate under any circ_umwgc:f
that may reasonably be regarded ._:».‘.L'fv ¥
ducive to contamination of othe! .L«x'-;.«_
by penicillin, shall test such nonp A
lin products to determine whethel :.bv
have become cross-com.amm:mg .
penfeillin. Such products shun.vn.)'ut‘nd
marketed if intended for use by marn &
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ihe product is contaminated with an
amount of penicillin equivalent to 0.05
unit or more of penicillin G per maxi-
mum single dose recommended in the
abeling of & drug intended for paren-
eral administration, or an amount of
penicillin equivalent to 0.5 unit or more
of penicillin G per maximum single
dose recommended in the labeling of a
drug intended for oral use.

shipments shown by examination of
reserve or other samples to exceed the
vallies recommended by the Committee
and as set forth in § 133.11(h) shall be
recalled from the market.

The Commissioner, in cooperation with
the pharmaceutical industry, will con-
tinye to study the penicillin cross-con-
tamination problem, looking towards the
development and adoption of manufac-
turing practices designed to further re-
duce such contamination.

Notice and public procedure and de-
hyed effective date are not necessary
prerequisites to the promulgation of this
order, and I so find, since the amend-
ments are interpretative and since it
would be contrary to the public interest
0 delay the Inftiation of measures to
tontrol inadvertent contamination of
other drugs with penicillin.

Efective date. ‘This order shall be-
come effective on the date of its publica-
tion in the FEpEraAL REGISTER.

(Seca 501 (n), 701 (n), 52 Stat. 1050 as amend-
ed, 70 Siat. 780, 781, 1055; 21 U.8.C, 351, 371)

Dated: January 25, 1965,
Gzo. P. LARRICK,

Commissioner of Food and Drugs.
[FR. Doc. 05-991; Filed, Jan, 28, 1965;
#:50a.m.]

Title 24—HOUSING AND
HOUSING CREDIT

Chapter ll—Federol Housing Admin-

isiration, Housing and Home Fi-
hance Agency

MISCELLANEOUS AMENDMENTS TO
CHAPTER

The following miscellaneous amend-

ments have been made to this chapter:

SUSCHAPTER C—MUTUAL MORTGAGE INSUR-

:gf;SAND INSURED HOME IMPROVEMENT

PART 203—MUTUAL MORTGAGE IN-

SURANCE AND INSURED HOME M-
PROVEMENT LOANS

Subpart B—Contract Rights and
Obligations

mﬁ“;;!;?n 203.390 is amended to read as

202 + ’
§203.399 Waiver of title—mortgages
ormerly Commissioner-held.

m;(:' If the Commissioner sells a mort-
mnwﬂz'd such mortgage is later reas-
it soheg him in exchange for debentures
I later o CrLY Covered by such mortgage
nt: conveyed to him in exchange for
ipot ures, the Commissioner will not

‘"¢t o title by reason of any lien or
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other adverse interest that was senlor
to the mortgage on the date of the
original sale of such mortgege by the
Commissioner.

(b) The Commissioner will accept, In
exchange for debentures, an assignment
of & mortgage previously sold by the
Commissioner, where the mortgagee is
unable to complete foreclosure because
of a defect in the title which existed at
the time the mortgage was sold by the
Commissioner or a defect In the mort-
gage instruments or transaction. In
such instances, the Commissioner will
not object to title by reason of such
defect.

(Sec. 211, 52 Stat. 23; 12 US.C. 1715b. In-
terprels or applies sec, 203, 52 Stat, 10, as
amended; 12 U.S.C. 1700)

SUBCHAPTER E—COOPERATIVE HOUSING
INSURANCE

PART 213—COOPERATIVE HOUSING
MORTGAGE INSURANCE

Subpart A—Eligibility Require-
ments—Projects

Section 213,12 is amended to read as
follows:

§213.12 Covenant against liens,

The mortgage shall contain a covenant
against the creation by the mortgagor of
liens against the property superior or In-
ferior to the Hen of the mortgage except
for such inferjor lien as may be required
in connection with the insurance of a
supplementary loan.

(Sec. 211, 52 Stat. 23; 12 US.C. 1T16b. In-
terpreta or applies sec. 213, 64 Stat. 54, ns
amended; 12 US.C. 1715¢)

SUBCHAPTER G—HOUSING FOR MODERATE
INCOME AND DISPLACED FAMILIES

PART 221—LOW COST AND MOD-
ERATE INCOME MORTGAGE IN-
SURANCE

Subpart C—Eligibility Requirements—
Moderate Income Projects

In § 221.514 paragraph (¢) is amended
to read as follows:

§ 221.514 Maximum mortgage amounts,

(¢) Increased mortgage amount—high
cost areas. (1) In any geographical area
where the Commissioner finds cost levels
s0 require, the Commissioner may in-
crease, by not to exceed 45 percent, the
dollar amount limitations set forth in
paragraphs (a) (1) db and (b) of this
section.

(2) If the Commissioner finds that be-
cause of high costs in Alaska, Guam, or
Hawall it is not feasible to construct
dwellings without the sacrifice of sound
standards of construction, design, and
livabllity within the limitations of maxi-
mum mortgage amounts provided in this
section, the principal obligation of mort-
gages may be increased in such amounts
as may be necessary to compensate for
such costs, but not to exceed in any
event the maximum, including high cost
area Increases, If any, otherwise appli~
cable by more than one-half thereof,
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(Sec. 211, 52 Stat, 23; 13 USC, 1715b, In-
terprets or applles seo. 221, 68 Stat, 599, as
amended; 12 U.S8.C. 17151)

SUBCHAPTER J—MORTGAGE INSURANCE FOR
NURSING HOMES

PART 232—NURSING HOMES
MORTGAGE INSURANCE

Subpart A—Eligibility Requirements

Section 23280 is amended to read as
follows:

§ 23280 Certifiention of cost require-
menlts,

(a) Prior to initial endorsement of
the mortgage for Insurance, the mort-
gagor, the mortgagee and the Commis-
sioner shall enter into an agreement
approved by the Commissioner for the
purpose of precluding any excess of
mortgage proceeds over 90 percent of the
actual cost of the project. Under this
agreement the mortgagor shall agree to:

(1) Disclose its relationship with the
builder, including any collateral agree-
ment, and with subcontractors and sup-
pliers;

(2) Enter Into a construction contract
in a form meeting the requiréements of
§ 232.81;

(3) Execute a certificate of actual
costs upon completion of the improve-
ments; and

(4) Apply any excess of mortgage
proceeds over 80 percent of the actual
cost to reduction of the outstanding
balance of the principal of the mortgage.

(b) The provisions of paragraphs (a)
(1) and (2) of this section shall not
apply where the mortgagor is the general
contractor.

(8Sec. 211, 52 Stat. 23; 12 US.C, 1716b, In-
terpreta or applies sec. 232, 73 Stat, 683; 12
US.C. 1715w)

Issued at Washington, D.C., Janunry
22, 1965.

Pririe N. BROWNSTEIN,
Federal Housing Commissioner.

[FR. Doc. 65-032; Filed, Jan. 28, 1965;
8:46 am.|

Title 26—INTERNAL REVENUE

Chapter I—Internal Revenue Service,
Department of the Treasury

SUBCHAPTER A—INCOME TAX
[T.D. 6795

PART 1—INCOME TAX; TAXABLE
YEARS BEGINNING AFTER DECEM-
BER 31, 1953

Controlled Foreign Corporations

On July 10, 1964, notice of proposed
rule making was published in the Fup-
ERAL REcisTER (20 FR. 9440) regarding
the amendment of the Income Tax Reg-
ulations (26 CFR Part 1) to conform to
sections 951, 952, 957(b), and 959 of the
Internal Revenue Code of 1954, 85 added
by section 12(a) of the Revenue Act of
1962 (76 Stat. 1008), and to section 12
(b) (1) of such Act. After considers-
tion of all such relevant matter as was
presented by Interested persons regard-
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ing the rules proposed, the amendments
of the regulations as proposed are here-
by adopted, subject to the changes set
forth below. The amendments shall
apply with respect to taxable years of
foreign corporations beginning after De-
cember 31, 1962, and to taxable years of
United States shareholders within which
or with which such taxable years of such
corporations end.

PArAGRAPH 1. The historical note %o
§ 1.901, as set forth in the notice of pro-
posed rule making, is deleted.

PaAr. 2. Bection 1.951-1, as set forth In
the notice of proposed rule making, is
revised

PAR. 3. Section 1.952-1, as set forth in
the notice of proposed rule making, is
revised,

Par. 4. Section 1.952-2, as set forth In
the notice of proposed rule making, is
revised.

Pan. 5. Section 1.955-1(b) (2) ({1), as
set forth in the notice of proposed rule
making, s revised.

PAr. 6. Section 1.956-1, as set forth in
the notice of proposed rule making, is
revised.

Par, 7. Section 1.957-2, as set forth in
the notice of proposed rule making, is
revised.

PaAr. 8. Section 1.959-1, as set forth in
the notice of proposed rule making, Is
revised.

Par. 9. Section 1.959-2, as set forth in
the notice of proposed rule making, is
revised.

Par. 10, Section 1.959-3, as set forth in
the notice of proposed rule making, is
revised.

Par. 11, Paragraph (c)(2) of § 1.870-1
is amended by revising subdivision (i),

Par, 12, Section 1.1016 Is amended by
sdding paragraphs (19) and (20) to sec-

fon 1016(a), and by revising the his-
torical note.

Par. 13. Section 1,1016-5 is amended
by adding paragraphs (q) and (r).

[sEAarL] Bzrrranp M. HARDING,
Acting Commissioner
of Internal Revenue.

Approved: January 22, 1065,

SraNrLey S. SURREY,
Assistant Secretary of the
Treasury.

In order to conform the Income Tax
Regulations (26 CFR Part 1) to sections
951, 852, 9567(b), and 959 of the Internal
Revenue Code of 1954, as added by sec-
tion 12(a) of the Revenue Act of 1962
(76 Stat. 1008), and to section 12(b) (1)
of such Act, such regulations are amend-
ed as follows effective with respect to
taxable years of foreign corporations be-
ginning after December 31, 1962, and to
taxable years of United States share-
holders within which or with which such
taxable vears of such foreign corpora-
tions end;

ParAcraPH 1. Section 1.542-2 isamend-
ed by adding at the end thereof the fol-
lowing new sentence: “For determining
the character of the amount includible in
gross income under section 951(a), see
paragraph (a) of § 1.951-1."

PAR. 2. Section 1.555-1 {s amended by
adding at the end thereof the following
new sentence: “However, the gross In-
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come of a forelgn corporation which is
a forelgn personal holding company shall
not include, with respect to a United
States sharcholder described in section
951(b), dividends received by such cor-
poration which are excluded under sec-
tion 959(b) from the income of such cor-
poration with respect to such share-
holder.”

Par. 3. Paragraph (a) of §1.562-1 is
amended by adding & new sentence im-
mediately after the second sentence of
such paragraph, The amended provi-
sion reads as follows:

§ 1.562-1 Dividends for which dividends
paid deduction is allowable.

(a) General rule. Except as other-
wise provided In section 562 (b) and (d),
the term “dividend”, for purposes of de-
termining dividends eligible for the divi-
dends paid deduction, refers only to a
dividend described in section 316 (relat-
ing to definition of dividends for purposes
of corporate distributions). No distri-
bution, however, which is preferential
within the meaning of section 562(¢) and
$ 1.562-2 shall be eligible for the divi-
dends pald deduction. Moreover, when
computing the dividends pald deduction
with respect to a United States person
(as defined in section 957(d) ), no distri«
bution which is excluded from the gross
income of a forelgn corporation under
section 969(b) with respect to such per-
son or from the gross income of such
person under section 959(a) shall be
eligible for such deduction. Further, for
purposes of the dividends pald deduction,
the term “dividend"” does not include a
distribution in liquidation unless the dis-
tribution qualifies under section 562(b)
and paragraph (b) of this section. If a
dividend is paid in property (other than
money) the amount of the dividends paid
deduction with respect to such property
shall be the adjusted basis of the prop-
erty in the hands of the distributing cor-
poration at the time of the distribution.
See paragraph (¢) of this section for a
special rule for personal holding com-
panies. Also see section 563 for special
rules with respect to dividends paid after
the close of the taxable year.

Pan. 4. Section 1.901 is amended by re-
vising section 901(a) and by adding a
historical note. These amended and
added provisions read as follows:

§ 1,901 Suatatory provisions; taxes of
foreign countrics and of possessions
of the United States,

Src. 901, Tares of foreign countries and
of possessions of the United States—(a) Al-
lowance of credit. If the taxpayer chooses
to have the benefits of this subpart, the tax
imposed by this chapter shall, subject to the
applicable lmitation of section 904, be
credited with the amounts provided in the
applicable paragraph of subsection (b) plus,
in the case of a corporation, the taxes
deemed to have been paid undor sectiona 902
and 9060. Such cholce for any toxable year
may be made or changed at any time before
the expiration of the perlod prescribed for
making a claim for credit or refund of the
tax imposed by this chapter for such taxable

The credit ashall not be allowed
agalnst the tax imposed by section 531 (re-
Iating to the tax on accumulated earnings),
againat the additional tax Imposed for the
taxable year under section 1333 (relating to

war loss recoveries), or agalnst the persony
holding company tax imposed by seciis
b4l.

PAR. 5. Paragraph (a8)(2) of {18011
is amended to read as follows:

§ 1.901-1 Allowance of eredit for tues

(a) Ingeneral. * * *

(2) Domestic corporation. A domes.
tic corporation may claim a credit for
(1) the amount of any income, war
profits, and excess profits taxes paid o
accrued during the taxable year to any
foreign country or to any possession of
the United States; and (1) the taxe
deemed to have been paid or accrusd
under section 902, 905(b), or 060

Par. 6. There is inserted immediately
after § 1.943-1 the following:

CONTROLLED FOREIGN CONPORATIONS

§ 1.951 Suatutory provisions: amounis
included in gross income of United
States sharcholders,

Sxc. 951, Amounts included in gron ine
come of United States sharcholders—(a)
Amounts included—(1) In gener It s
foreign corporation is a controlled foreign
corporation for an uninterrupted period of
30 days or more during any taxable year be-
ginning after Decomber 81, 1062, every per-
son who Is & United States shareholder (a4
defined in subsection (b)) of such corpors-
tion and who owns (within the meaning of
section 958(a)) stock In such corporation
on the last day, in such year, on which such
corporation Is a controlled forelgn corporss
tion shall include in his gross Income 1k
taxable year (n which or with which sue
taxable year of the corporation ends—

(A) The sum of—

(1) Except as provided in section 963, his
pro rata share (determined under p_..-.-.:r‘:;.\h
(2)) of the corporation's subport F Incomse
for such year, and

(i1) His pro rata share (determincd under
section 965(a) (3)) of the corporation’ pres
viously excluded subpart F Inoos
drawn from i{nvestment in less devel
countriea for such year; and

(B) Hia pro rata share (determinec i
section 95668(a)(2)) of the corporniion®
crease In earnings invested in United Siales
property for such year (but only to the ex*
tent not excluded from gross income
section 958(n) (2) ). )

(2) Pro rata share of subpart F ste
The pro rata share referred to in par k_‘i*y"-
(1) (A) (1) in the case of any United = ates
shareholder is the amount— .

(A) Which would have been distribul
with respect to the stock which such
holder owns (within the meaning of »
058(a)) In such corporation if on r:
day, in {ts taxable year, on which .xl:
poration is a controlled foreign corp
it had distributed pro rata to H__
holders an amount (1) which bo‘\::‘l I
ratio to its subpart F income for the
year, as (i1) the part of such }‘l"wtr
which the corporation is a tunlrnlu'd'
corporation bears Lo the entire yoar, redies
b

,(B) The amount of distributions
by any other peérson during Eut'h'
dlvidend with respect 0 such &
only to the extent of the divider

under

ome

whilch bears the same ot
P lncome of such corporation for 1 e
yoear, ns (1) the part of such )‘!'fﬂ' f;.'r'm.:;
which such shareholder did not OWD { r;“:k
the meaning of section g68(a)) such
bears to the entlre year,
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(1) Limitation on pro rata share of pre-
siously excluded subpart F income withdrawn
from tnvesiment. For purposes of paragraph
(1){A) (11), the pro rata share of any United
states shareholder of the previously excluded
subpart P income of a controlled foreign
corporation withdrawn from investment in
less developed countries shall not exceed an
smount (A) which bears the same ratio to
Bis pro rata share of such Income withdrawn
(a2 determined under section 955(a) (3)) for
the taxable yoor, as (B) the part of auch year
during which the corporation ia a controlled
forelgn corporation bears to the entire year,

(4) Limitation on pro rata share of invest-
ment in United States property., For pur-
poses of puragraph (1) (B), the pro rata share
of any United States shareholder in the in-
creaso of the earnings of a controlled forelgn
carporntion Invested in United States prop-
ety thall not exceed an amount (A) which
bears the same ratio to his pro rata share of
mech Incrosse (a8 determined under section
958(n) (2) ) for the taxable year, a3 (B) the
part of such year during which the corporn-
tion is & controlled foreign corporation bears
10 the entire yoar,

(b) United States sharcholder défined.
For purposes of this subpart, the term
“United States shareholder” means, with re-
mpect to any foreign corporation, a United
States pervon (as defined In section 857(d))
who owns (within the meaning of section 958
(8) ), or I» considered as owning by applying
the rulea of ownership of aection 958(b), 10
percont or more of the total combined voting
power of sll classes of atock entitled to vote
of ‘such foreign corporation.

(¢} Coordination with election of @ foreign
investment company to distribute income.
A United States shareholder who, for his
taxabie yeur, 1s & qualified shareholder (with-
in the meaning of section 1247(¢)) of a for-
tlgn Investnent company with respect to
which an olection under section 1247 is in
tfect ahall not be required to Include in
groms income, for such taxable year, any
imount under subsection (a) with respect to
#ich company.

{d) Coordination with foreign personal
holding  company provisions. A United
States shareholder who, for his taxable year,
I subfect to tax under section 551(b) (re-
“ting to forelgn personal holding company
idcoms Inciuded in gross income of United
States shareholders) on inocome of a con-
iolled foreign corporation shall not be re-
fulred to include in gross income, for such
taable year, any amount under subseotion
(8) with respect to such company.

[Sec. 951 s ndded by sec. 12(n), Rev. Act
1962 (78 Seat 1008) |

§l.9§l~l Amounts included in gross
meome of United States shareholders.

‘&) In general. If a fo n corpora-
ton is & controlled torel:r;m eorpo?::lon
n;um“ the meaning of section 957) for

uninterrupted perfod of 30 days or
more (determined. under paragraph (f)
of this section) during any taxable year
of such corporation beginning after De-
fember 31, 1062, every person—
: ;l) Who is a United States share-
Older (as defined in section 951(b) and

Corporation at any tim
mx;b]o it ¥ e during such
seeri. Who owns (within the meaning of
;ecuon 958(a)) stock in such corporation

% the last day, in sueh year, on which

sorporation shall include in his

com, gross in-
wnhewtﬁfcﬁ‘?;. et:uble year in which or
Pration ends, thwe gte:' of the cor-

No, | S
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(1) Except as provided In section 963,
such shareholder’s pro rata share (deter-
mined under paragraph (b) of this sec-
tion) of the corporation’s subpart F
income (as defined In section 952) for
such taxable year of the corporation,

(i) Such shareholder's pro rata share
(determined under paragraph (¢) of this
section) of the corporation's previously
excluded subpart F income withdrawn
from investment in less developed coun-
tries for such taxable year of the corpo-
ration, and

(ifi) Such sharcholder’'s pro rata share
(determined under paragraph (d) of this
section) of the corporation’s increase in
earnings invested in United States prop-
erty for such taxable year of the corpo-
ration (but only to the extent such pro
rata share is not excluded from such
shareholder's gross income for his tax-
able year under section 959(a)(2)).

For purposes of determining whether a
United States shareholder which is a
domestic corporation is a personal hold-
ing company under section 542 -and
# 1.542-1, the character of the amount
includible in gross income of such do-
mestic corporation under this paragraph
shall be determined as if such amount
were realized directly by such corpora-
tion from the source from which it is
realized by the controlled foreign
corporation. See paragraph (a) of
§1.9567-2 for special limitation on the
amount of subpart F Income {n the case
of a controlled foreign corporation de-
scribed In section 957(b). See section
970¢(s) and § 1.970-1 which provides for
the reduction of subpart F income of
export trade corporations.

(b) Limitation on a United States
shareholder’s pro rata share of subpart
F income—(1) In general. For purposes
of paragraph (a) (1) of this section, a
United States shareholder'’s pro rata
share (determined in accordance with
the rules of paragraph (e) of this sec-
tion) of the foreign corporation’'s sub-
part F income for the taxable year of
such corporation is—

(1) The amount which would have
been distributed with respect to the stock
which such shareholder owns (within the
meaning of section 958(a)) in such cor-
poration if on the last day, in such cor-
poration’s taxable year, on which such
corporation is a controlled foreign cor-
poration it had distributed pro rata to its
shareholders an amount which bears the
same ratio to its subpart F income for
such taxable year as the part of such year
during which such corporation is a con-
trolled foreign corporation bears to the
entire taxable vear, reduced by—

(ii) The amount of distributions re-
ceived by any other person during such
taxable year as a dividend with respect
to such stock, but only to the extent
that such distributions do not exceed the
dividend which would have been received
by such other person if the distributions
by such corporation to all its share-
holders had been the amount which
bears the same ratio to the subpart F
income of such corporation for the tax-
able year as the part of such year during
which such shareholder did not own
(within the meaning of section 958(a))
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such stock bears to the entire taxable
Year.

(2) Ilustrations. 'The application of
this paragraph may be illustrated by the
following examples:

Example (I). A, a United States share-
holder, owns 100 percent of the only class of
atock of M, a contralled forelgn corporation
throughout 1963. Both A and M Carporation
use the calendar year ns & taxable year, For
1963, M Corporation derives $100 of subpart
F Income, has $100 of earnings and profits,
and makes no distributions, A must include
$100 In his gross Income for 1968 under
sectlon B51(a) (1) (A) (1).

Ezample (2). The facts are the same as in
example (1), except that Instead of holding
100 percent of the stock of M Corporation
for the entire year, A sells 60 percent of such
stock to B, a nonresident allen, on May 20,
1963. Thus, M Corporation Is a controlled
foreign corporation for the perlod January
1, 1063, through May 26, 1963. A must In-
clude 840 ($100 x 146/2865) In his gross tnoome
for 1963 under section 951(a) (1) (A) (1),

Example (3), The facts are the same ns
in example (1), except that instead of hold-
ing 100 percent of the stock of M Corporation
for the entlire year, A holds 80 percent of such
stock on December 31, 1963, having acquired
such interest on May 20, 1063, from B, o
nonresident alien, who owned such interest
from January 1, 1963. Before A's noquisition
of such atock, M Corporation had distributed
& dividend of 815 to B In 1963 with respect
to such stock. A must Include $21 In his
gross income for 1968 under section 851(a)
(1) (A) (1), such amount being determined
os follows :

Corporation M's subpart ¥ income for
L e o A e e it i e $100
Less: Reduction under sec. 051(a)(2)
(A) for period (1-1-63 through
6-26-63) during which M Corpora-
tion 1s not a controlled forelgn cor-
poration ($100<1468/365) ... ... . 40

Subpart F Income for 1063 as limited
by %ec. 951(a) () (A) oo 6o
A's pro rata shure of subpart ¥ In-
come as determined under see. 951
(n) (2)(A) (60 percent of $60) ... 36
Less: Reduction under sec. 961(n) (2)
(B) for dividends received by B dur-
ing 1963 with respect to the stock
scquired by A In M Corporatton:
(1) Dividend received by B.__. 815
(1) B’s pro rata share of the
amount which bears the
same rutio to M Carpora-
tion's subpart P income
for 1963 ($100) as the
period during which A
did not own (within the
meaning of sec, 958(a))
bis stock (146 days) bears
to the entire taxable
yoar (365 days) (60 per-
cent of (8100 146/3085)). 24
(I1) Amount of reduction (lesser
af (1) or (M))eue o 15

A's pro rata share of subpart ¥ in-
come as determined under sec.
O Y e it e s au

Example (4). A, a United States share-
holder, owns 100 percent of the only class
of stock of P, n controlled forelgn corporation
throughout 1963, and P owns 100 percent of
the only class of stock of R, a controlled for-
elgn corporation throughout 1863, A and
Corporations P and R oach use the calendar
year ga a taxable year. For 1063, R Corpora-
tion derives $100 of subpart F income, has
$100 of earnings and profits, and distributes
& dividend of $20 to P Corporation. Corpora-
tion P has no Income for 1063 other than the
dividend recelved from R Corporation. A
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must include $100 in his gross income for
1063 under seotion 951(a) (1) (A) (1) as sub-
part F income of R Corporation for such year,
Such subpart ¥ income Is not reduced under
sec. 951(a)(2)(B) for the dividend of $30
pald to P Corporation becsuse there was no
part of the year 1963 during which A did not
own (within the meaning of section 958(a))
the stock of R Corporation. By reason of the
application of section 958(b), the $20 dis-
tribution from R Corporation to P Corpora-
tion ls not again Includible in the gross in-
come of A under section 951(a).

Bzample (5)., The fncts are the same ns
In example (4), except that Instend of hold-
ing the stock of R Corporation for the entire
year, P Corporation acquires 00 percent of the
only class of stock of R Corporation on March
14, 1063, from C, a nonresident alien, after
R Corporation distributes In 1963 a dividend
of $35 to C with respect to the stock so nc-
quired by P Corporation. The stock interest
50 acquired by P Corporation was owned by
C from January 1, 1063, unti! acquired by
P Corporation. A must include $36 in his

income for 1963 under section 9561(s)
(1) (A) (1), such amount being determined
ns follows:

Corporation R's subpart F income for
1963

Less: Reduction under seo. 951(n) (2)
(A) for period (1-1-68 through 3-
14-63) during which R Corporation
iz not & controlled foreign corpora-
tion ($100x78,865)

$100

Subpart F income for 1063 as limited
by sec. 951(n)(2) (A)

A's pro rata share of subpart F in-
come as determined under see. 851
{8)(2)(A) (60 percent of $80)....

Less: Reduotion under sec, 951(s) (2)
(B) for dividends received by C dur-
ing 1963 with respect to the stock
indirectly acquired by A in R Corpo-
ration.

(1) Dividend received by C... 835

() C's pro rata share of the
amount which bears tho
sume ratio to R Carpora-
tion's subpart F Income
for 1963 ($100) as the
period during which A
did not indirectly own
(within the meaning of
seotlon 958(n)(2)) his
stock (78 days) bears to
the entire taxable year
(365 days) (60 percent
of ($100x73/885))

20
80
48

(111) Amount of reduction (lesser
of (1) or (1)) 12

A's pro rata share of subpart ¥ In-
come as determined under sec. 951
(a) (2)

(¢) Limitation on a United States
shareholder’s pro rata share of previously
ercluded subpart F income withdrawn
from investment. For purposes of para-
graph (a) (2) of this section, a United
States shareholder’s pro rata share (de-
termined in accordance with the rules of
paragraph (e) of this section) of the for-
eign corporation's previously excluded
subpart F income withdrawn from in-
vestment in less developed countries for
the taxable year of such corporation shall
not exceed an amount which bears the
same ratio to such shareholder’s pro rata
share of such income withdrawn (as de-
termined under section 955(a)(3) and
paragraph (¢) of § 1.955-1) for such tax-
able year as the part of such year during
which such corporation is a controlled
foreign eorpora}tlon bears to the entire
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taxable year. See paragraph (c¢)(2) of
$ 1.9556-1 for a special rule applicable to
exclusions and withdrawals occurring be-
fore the date on which the United States
shareholder acquires his stock.

(d) Lémitation on a United States
shareholder’s pro rata share of increase
in investment in United States property.
For purposes of paragraph (a)(3) of
this section, a United States share-
holder's pro rata share (determined in
accordance with the rules of paragraph
(e) of this section) of the foreign cor-
poration’s increase in earnings invested
in United States property for the taxable
year of such corporation shall not ex-
ceed an amount which bears the same
ratio to such shareholder’s pro rata share
of such increase (as de under
section 956(a) (2) and paragraph (¢) of
§ 1.956-1) for such taxable year as the
part of such year during which such
corporation is a controlled foreign cor-
poration bears to the entire taxable
year. The amount determined under
the preceding sentence, however, shall
be taken into account under paragraph
(a) (3) of this section only to the extent
such amount is not excluded from such
shareholder's gross income for his tax-
able year under section 859(a)(2) and
the regulations thereunder.

(e) “Pro rata share” defined—(1) In
generagl. For purposes of paragraphs
(h), (0, and (d) of this section, a United
States shareholder's pro rata share of a
controlled foreign corporation’s subpart
F Income, previously excluded subpart
F income withdrawn from investment
in less developed countries, or increase in
earnings invested in United States
property, respectively, for any taxable
year is his pro rata share determined
under paragraph (a) of § 1.052-1, para-
graph (¢) of § 1.8556-1, or paragraph (¢)
of § 1.956-1, respectively.

(2) More than one class of stock., Ifa
controlled foreign corporation for a tax-
able year has more than one class of
stock outstanding, the amount of such
corporation’s subpart F income, with-
drawal, or increase In investment, for
the taxable year which shall be taken
into account with respect to any one
class of such stock for purposes of sub-
paragraph (1) of this paragraph shall
be that amount which bears the same
ratio to the total of such subpart F in-
come, withdrawal, or Increase in invest-
ment for such year as the earnings and
profits which would be distributed with
respect to such class of stock if all earn-
ings and profits of such corporation for
such year were ‘distributed on the last
day of such corporation’s taxable year on
which such corporation is a controlled
foreign corporation bear to the total
earnings and profits of such corporation
for such taxable year. For purposes of
the preceding sentence, if an arrearage
in dividends for prior taxable years exists
with respect to a class of preferred stock
of such corporation, the earnings and
profits for the taxable year shall be at-
tributed to such arrearage only to the
extent such arrearage exceeds the earn-
ings and profits of such corporation re-
maining from prior taxable years begin-
ning after December 31, 1962,

(3) Discretionary power {0 allocats
earnings to different classes of stock, 1
the allocation of a foreign corporation’y
earnings and profits for the taxable year
between two or more classes of sto
pends upon the exercise of discretion by
that body of persons which exercises with
respect to such corporation the powen
ordinarily exercised by the board of
directors of a domestic corporation, the
allocation of earnings and profits to such
classes shall be made for purposes of
this paragraph as if such classes con-
stituted one class of stock in which each
share has the same rights to dividends

erent

profits Is establizhed as proper by the
United States shareholder.

(4) Ilustrations. 'The application of
this paragraph may be fllustrated by the
following examples:

Ezample (1). Throughout, ita taxable yer
1064, controlled forelgn corpornt A bkn
outstanding 40 shares of commor
60 shares of 6-percent, nonpart!
nonvoting, preferred stock with a par vau
of 8100 per share. D, a Unlted States citisen
who uses the calendar year as a taxnble year,
owns 30 shares of the common, and 15 share
of the preferred, stook during 1064: Corpe-
ration A for 1964 has earnings and profits of
£1,000, and income of $500 with res)
which amounts are required to be
in gross Income of United States shareholder
under section 951(a). In such ¢
total #1000 of ecarnings and proit
distributéd on December 381, 1864

and $640 (81,000 minus $360) woul
tributed with respect to ita com
Accordingly, of the 8500 with
which amounts are required to !

in gross income of United States share!
under section 051(a), 8180 (83

is allocated to the outstanding
stock, D’s pro rata share of such us
for 1064 Is 8285 |(8$180X15/60) *+ (8330X
80/40) }.

Ezample (2). The facts are the san
in example (1), except that the
stock Is cumulative and there Is &
age in dividends with respect to &
of $500; on December 81, 1963, Cc
A has nccumulated earnings and j
1063 of $700; therefore, for purp
paragraph, Corporation A's ear
profita for 1964 attributable to &
age may not exceed $200 ($000 m
In such case, for purposes of this p
if the $1.,000 earnings and profil .
wore distributed on December 31, 1994, B
[ (0.06 X $100  60) 4-$200] would
uted with respect to A Corporatl
forred stock and $440 (31,000 mi 4
would be distributed with respect d
common stock. Accordingly, of °
with respect to which amounts nrc r
to be included fn gross lncome ©F
States shareholders under section
$280 (8560/81,000 % 8500) 1s allocat
outstanding preferred stock and $3

$1,000% $500) s allocated to the outs!
0 Taia

ing common stock. DS p - :
$286 [ (83001

such amounts for 1964 s
60) + (8220 80/40) |. 4

(f) Determination of holding pcr‘%‘
For purposes of sections 951 lh.'\ju_.} h&‘m.
the holding perlod of an asset (InCHETT
stock of a controlled foreign corpol tlf fé ¥
shall be determined by excluding u::i 1}‘{'-
on which such asset is acquired an A
cluding the day on which such sset 1
disposed of. The application 0 T
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parngraph may be illustrated by the fol-
lowing example:

Example. On June 30, 1983, United States
person E scquires 70 of the 100 shares of the
paly class of stock of forelgn corporation A
from nouresident alien B, who until such
ume owns allesuch 100 shares. E sells 10
shares of stock of such corporation on No-
rember 50, 1063, nnd 60 shares on December
31, 1963, to nonresident allen ¥, Corpora-
won A s o controlled foreign corporation
for the period beginning with July 1, 1963,
and extending through December 31, 1063,
As 10 the 10 shares of stock sold on Novem-
ber 80, 1063, E ia treated as not owning such
thares nt any time after November 30, 1063,
por before July 1, 1963. As to the remaln-
Ing 60 shareas of stock, E is treated as not
owning them before July 1, 1963, or after
December 31, 1963,

(g) United States shareholder de-
fined—(1) In general. For purposes of
sections 951 through 964, the term
“United States shareholder” means, with
respect to a forelgn corporation, a United
States person {as defined in section 957
()} who owns within the meaning of
section 958(8), or is considered as own-
ing by applying the rules of ownership of
seotion 958(b), 10 percent or more of
the total combined voting power of all
clusses of stock entitled to vote of such
forelgn corporation,

(2) Percentage of total combined
wting power owned by United States
person—(1) Meaning of combined voting
power, In determining for purposes of
subparagraph (1) of this paragraph
whether a United States person owns the
requisite percentage of voting power of
all classes of stock entitled to vote, con-
sideration will be given to all the facts
and circumstances in each case, In any
case where—

‘a) A forelgn corporation has more
than one class of stock outstanding, and

(b) One or more United States per-
sons own (within the meaning of sec-
tion 958) shares of any one class of
8ok which possesses the power to elect,
&ppoint, or replace a person, Oor per-
Sons, who with respect to such corpora-
tlon, exercise the powers ordinarily
txercised by a member of the board of
directors of a domestic corporation,

the percentage of the total combined
Voting power with respect to such corpo-
mtion owned by any such United States
person shall be his proportionate share
of the percentage of the persons exercis-
g the powers ordinarily exercised by
members of the board of directors of a
domestic corporation (described in (b)
of this subdivision) which such class of
#lock (a5 a class) possesses the power to
elect, appoint, or replace. In all cases,
(‘L?:‘cvcr, & United States person will be
e med to own 10 percent or more of the

tal combined voting power with respect
to n— foreign corporation if such person
2;;’.", ‘within the meaning of section
& ' 20 percent or more of the total num-

I of shares of a class of stock of such
Corporation possessing one or more
gy‘»\’rlrz enumerated in paragraph (b) (1)
ot 957-1, Whether a foreign corpo-
s on i a-controlled foreign corporation
sh Purposes of sections 951 through 964

&ll be determined by applying the

fules of sec
through 1.95794"“ 857 and §§1.957-1
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(1) Hlustration. The application of
this paragraph may be {llustrated by the
following examples:

Example (1). PForelgn corporation 8 has
two classes of capital stock outstanding,
conslsting of 60 shares of class A stock and
40 shares of ciass B stock. Each class of the
outstanding stotk is entitled to participate
on a share for share baais in any dividend
distributions by 8 Corporation. The owners
of a majority of the class A stock are entitled
to elect 7 of the 10 corporate directors, and
the owners of A majority of the class B stock
are entitled to elect the other 3 of the 10
directors. THus, the class A stock (ns o
class) possesses 70 percent of the total com-
bined voting power of al classes of stock en-
titled to vote of S Corporation, and the class
B stock (as a cluss) possesses 30 percent of
such voting power. D, a United States per-
son, owns 31 shares of the class A stock and
thus owns 38.167 percent (31/60 70 percent)
of the total combined voting power of all
classes of stock entitled to vote of 8 Corpo-
ration, By reason of the ownership of such
voulng power, D Is 4 United States share-
holder of 8 Corporation under section 9561(b) .,
For purposes of section 857, 8 Corporation ls
a controlled foreign corporation by reason
of D's ownership of & majority of the class A
stock, as 1ustrated in example (2) of pam-
graph (¢) of §19567-1. E, a United States
person, owns eight shares of the class A
stock and thus owns 0.333 percent (8/60 %70
percent) of the total combined voting power
of all classes of stock entitled to vote of 8
Corporation. Since E owns ooly 9333 per-
cent of such voting power and less than 20
percent of the number of shares of the class
A stock, he is not a United States share-
holder of 8 Corporation under section 951(b).
P, a United States person, owns 14 shares of
the class B stock and thus owns 105 per-
cent (14/40 30 percent) of the total com-
bined voting power of all cissses of stock
entitied to vote of 8 Corporation, By reason
of the ownershlp of such voting power, F Is
& United States shiareholder of 8 Corporation
under section 851(b).

Bxampie (2). Forelgn corporation R has
three classes of stock outstanding, consist-
Ing of 10 shares of class A stock, 20 shares of
class B stook, and 300 shares of class C
stock. Each class of the outstanding stock
is entitied to participate on a share for share
bagis in any distribution by R Corporation.
The owners of A majority of the class A stock
are entitled to elect 6 of the 10 corporate
directors, and the owners of s majority of
the ciass B stock are entitled to elect the
other 4 of the 10 directors. The class ©
stock la not entitled to vote. D, E, and P,
United States persons, each own 2 shares of
the class A stock and 100 shares of the class
C stock. As owners of a majority of the
ciass A stock, D, E, and F elect 6 members
of the board of directors. D, E, and F are
United States shareholders of R Corporation
under section 851(b) since each owns 20 per-
cent of the total number of shares of the
clasx A stock which the power to
elect a majority of the board of directors of
R Corporation. For purposes of section 857,
R Corporation s a controlled foreign cor-
poration by reason of the ownership by D,
E, and F of a majority of the class A stock,
55 \llustrated in example (2) of paragraph
(¢) of §1957-1

§ 1.951-2 Coordinution of subpart F
with election of a foreign investment
company to distribute income.

A United States shareholder who. for
his taxable year is a qualified share-
holder (within the meaning of section
1247(c)) of a forelgn investment com-
pany with respect to which an election
under section 1247(a) and the regula-
tions thereunder is in effect for the tax-
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able year of such company which ends
with or within such taxable year of such
shareholder shall not be required to in-
clude any amount in his gross income for
his taxable year under paragraph (a)
of §1.951-1 with respect to such com-
pany for that taxable year of such
company.

§ 1.951-3 Coordination of subpart F
with foreign personal holding com-
pany provisions.

A United States shareholder (as de-
fined in section 951(b)) who Is required
under section 551(b) to Include in his
gross income for his taxable year his
share of the undistributed foreign per-
sonal holding company income for the
taxable year of a forelgn personal hold-
ing company (as defined in section 552)
which for that taxable year is a con-
trolled forelgn corporation (as defined In
section 957) shall not be required to
inciude In his gross income for his tax-
able year under section 951(a) and para-
graph (a) of §1.951-1 any amount
attributable to the earnings and profits
of such corporation for that taxable year
of such corporation. If a foreign cor-
poration is both a foreign personal hold-
ing company and a controlled foreign
corporation for the same period which
is only a part of its taxable year, then,
for purposes of applying the Immediate-
ly preceding sentence, such corporation
shall be deemed to be, for such part of
such year, & foreign personal holding
company and not a controlled foreign
corporation and the earnings and profits
of such corporation for the taxable year
shall be deemed to be that amount which
bears the same ratio to Ifs earnings and
profits for the taxable year as such part
of the taxable year bears to the entire
taxable year. The application of this
section may be illustrated by the follow-
ing examples:

Example (1), A, a United States share-
holder, owns 100 percent of the only class of
stock of controlled foreign corporation M
which, in turn, owns 100 percent of the only
class of stock of controlled foreign corpo-
ration N, A and Corporations M and N use
the calendar year as a taxable year. During
1863, N Corporation derives $40,000 of gross
income all of which is forelgn personal hold-
ing company income within the meaning
of seotion 553; thus, N Corporation is a
foreign personal holding company for such
year within the meaning of section 552(a),
For 1963, N Corporation has undistributed
forelgn personal holding company income
(an defined In section 556(n)) of $30,000,
derives $25,000 of subpart P Income, and has
earnings and profits of $32,000. During 1063,
M Corporation derives $100,000 of gross (n-
come (including as a dividend under sec-
tion 5556(¢) (2) the $30,000 of N Corporation’s
undistributed foreign personal holding com-
pany income), 65 percent of which is foreign
personal holding company income within the
meaning of section 553. Therefore, M Corpo-
ration is a foreign personal holding company
for such year. For 1063, M Corporation has
undistributed foreign personal holding com-
pany income (as defined In section 556(a))
of $00,000, determined by taking into ne-
count under section 552(c¢) (1) N Corpora-
tion's $30,000 of undistributed foreign per-
sonal holding company Income for such year;
in addition, M Corporation derives $50,000
of subpart P Income and has earnings and
profits of $02,000, Nelther M Corporation
nor N Corporation makes any actual dis-
tributions during 1963, A is required under
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pection 551(b) to include In his gross in-
come for 1963 as o dividend the 200,000 of
M Corporation’s undistributed forelgn per-
sonal holding company income for such
year. For 1063, A is not required to Include
in nhis gross income under section 951(a)
any of the $50,000 subpart F income of M
Corporation or of the 25,000 subpart F in-
come of N Corporation.

Example (2). The facts are the same as
in example (1), except that only 45 percent
of M Corporation’s gross income (deter-
mined by including under section 556(¢) (2)
the $30,000 of N Corporation's undistributed
foreign personal holding company income)
s forelgn personal holding company income
within the meaning of section 5583; accord-
ingly, M Corporation is not a foreign per-
sona!l holding company for 1963. Since for
such year M Corporation iz not a foreign
personal holding company, the undistributed
forelgn personal hol company income
(830,000) of N Corporstion is not required
under section 558(b) to be included in the
grosa income of M Corporation for 1063; as
a result, such income in not required under
section 551(b) to be included In the gross
income of A for such year even though N

tion is a foreign personal holding
company for that year. For 1063, A is re-
quired to include $75,000.1n his income
under soctlon 951(a) (1) (A)(1) and para-
graph (a) of §1951-1, consisting of the
$560,000 subpart P income of M Corporation
snd the $25000 subpart P income of N
Carporation.

Ezample (3). The facts are the same as in
example (1), except that in 1063 N Corpora-
tion actually distributes $30,000 to M Corpo-
ration and M Corporation, In turn, actually
distributes $00,000 to A, Under section 558
the undistributed foreign personal holding
company income of both M corporation and
N Corporation is thus reduced to zero; neo-
cordingly, no amount is included in the
gross income of A under section 661(b) by
reason of his interest In tions M and
N. A must include $75,000 in his gross in-
come for 1963 under section 851(a) (1) (A) (1)
and paragraph (a) of § 1.951-1, consisting of
the $50,000 subpart F income of M Corpora-
tion and the $§25,000 subpart ¥ income of N
Corporation. Of the $60,000 distribution re-
ceived by A from M Corporation, $75,000 is
excludable from his gross lncome under sec-
tion 950(n) (1) as previously taxed earnings
and profits; the remaining $15000 is in-
cludible In his gross income for 1963 as a
dividend.

Example (4). (8) A, s United States
shareholder, owna 100 percent of the only
class of stock of controlied forelgn corpora-
tion P, organized on January 1, 1063. Both
A and P Corporaton use the calendar year as
o taxable yoar, During 1063, 1964, and 1065,
P Corporation s not a forelgn personal hold-
ing company as defined in section 552(a); In
each of such years, P tion derives
dividend income of $10,000 which constitutes
foreign personal holding company income
(within the meaning of § 1.954-2) but under
paragraph (b) (1) of § 1.954-1 excludes such
amounts from forelgn base company Income
ns dividends recelved from, and reinvested in,
qualified Investments In less developed
countries. Corporation P's earnings and pro-
fits accumulated for 1063, 1064, and 1065 and
determined under puaragraph (b)(2) of
§ 1.955-1 are $40,000, For 1966, P Corporation
16 & forelgn perasonal holding company, has
predistribution earnings and profits of
$10,000, derives $10,000 of Income which is
both foreign personal holding company in-
come within the meaning of section 563 and
subpart F income within the meaning of sec-
tion 952, distributes $8,000 1o A, and has un-
distributed foreign personal holding company
income of $2,000 within the meaning of sec-
tion 556. In addition, for 1966 P Corporation
has o withdrawal (determined under section
9566(n) but without regard to Its earnings and
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profits for such year) of $25,000 of previously
excluded subpart F income from investment
in less developed countries. A 1s required
under section 551(b) to Include In his gross
income for 1066 ns a dividend the $2,000
undistributed foreign personal holding coms-
pany income. The $8,000 distribution Is in-
cludible in A's gross {ncome for 1966 under
gections 61(a) (7) and 301 as a distribution to
which section 316(a) (2) applies. Corpora~
tion P's $25,000 withdrawal of previously ex-
cluded subpart P income from investment in
loss developed countries Is includible In A's
gross income for 1068 under section 951(a)
(1) (A) (1) and paragraph (a) (2) of § 1.051-1,

(b) If P Corporition’s earnings and profits
accumulated for 1063, 1064, and 1065 were
$15.000, instead of $40,000, the result would
be the same ns in paragraph (a) of this ex-
ample, except that a withdrawal of only
$15,000 of previously excluded subpart P In.
come from investment In less developed
countries would be includible in A's gross
income for 1968 under seotion 951(n) (1) (A)
(1) and paragraph (8)(2) of § 1.951-1.

Example (5). (a) The facts are the same
s In paragraph (a) of example (4), except
that, inatead of having a $25,000 decrease in
qualified investments in less developed
countries for 1908, P Corporation Investis
$20,000 in tangible property (not described in
section 956(b) (2)) located In the United
States and such investment constitutes an
incresse (detormined under section 056(a)
but without regard to the earnings and
profits of P Corporation for 1066) In earnings
invested in United States property. Corpo-
ration P's earnings and profits accumulated
faor 1063, 1064, and 1965 and determined under
paragraph (b) (1) of §1.956-1 are $22,000.
The result is the same ns In paragraph (a) of
example (4), except that instead of includ-
ing the $25,000 withdrawal, A must include
$20,000 In his groes income for 1906 under
section 951(a) (1) (B) and paragraph (a)(3)
of §1951-1 as an investment of earnings in
United States property.

(b) If P Corporation’s earnings and profits
secoumulsted for 1963, 1964, and 1085 were
$0,000 instead of $22,000, the result would be
the same a8 in paragraph (a) of this ex-
ample, except that only $9,000 would be in-
cludible in A's gross income for 1066 under
section 951(a) (1) (B) and paragraph (a)(3)

of §1.951-1 as an investment of earnings in

United States property.

§ 1:952 Swatutory provisions; subpart F
income defined.

Sgc. 952, Subpart F income defined—(a)
In general. For purposes of this subpart,
the term “subpart P income' means, in the
cnse of any controlled foreign corporation,
the sum of—

(1) The income derived from the in-
surance of United States risks (as determined
under section §53), and

{2) The foreign base company income (as
determined under section 954).

(b) Excluzion of United States income.
Subpart F income does not include any item
includible In gross income under this chapter
(other than this subpart) ns income de-
rived from sources within the United States
of a forelgn corporation engaged in trade or
business in the United States,

(e) Limttation. For purposes of subsec-
tion (a), the subpart F income of any con-
trolled foreign corporation for any taxable
year shall not exceed the earnings and
profits of such corporation for such year
reduced by the amount (if any) by which—

{1) An amount equal to—

(A) The sum of the deficits in earnings
and profits for prior taxable years beginning
after December 31, 1062, plus

(B) The sum of the deficits In earnings
and profits for taxable years beginning after
December 31, 1059, and before January 1,

1063 (reduced by the sum of the earnings und
profits for such taxable years); exceeds

(2) An amount equal to the sum of the
earnings and profits for prior taxablo year
beginning after December 81, 1062, allocated
to other earnings and profits under section
858(c) (3).

For purposes of the preceding sentonce, any
deficit in earnings and profits for any price
taxable year shall be taken Into occount
under parsgraph (1) for any taxable year
only to the extent it has not been taken intg
account under such paragraph for uny pre.
ceding taxable year to reduce earnings and
profits of such year,

(d) Special rule tn oase of indirect owner.
ship. For purposes of subsection (c), U—

(1) A United States sharcholder owm
(within the meaning of section B58(n) ) slock
of a foreign corporation, and by reason of
such ownership owns (within the meaning
of such section) stock of any other forelgn
corporation, and

(2) Any of such foreign corporations has s
deficit In earnings and profits for the taxable
year,
then the earnings and profits for the taxable
year of each such forelgn corporation which
Is & controlled foreign corporation aball,
with respect to such United States share-
holder, be properly reduced to take Into se-
count any deficit described In paragraph (2}
in such manner as the Secretary or his dele-
gate shall prescribe by regulationa.
[Sec. 952 as added by sec, 13(a), Rev, At
1062 (76 Stat, 1008) |

§ 1.952-1 Subpart F income defined.

(a) In general. For purposes of sec-
tions 951 through 064, a controlled for-
eign corporation’s subpart F income for
any taxable year shall, except as pro-
vided in paragraph (b) of this section
and subject to the limitations of para-
graphs (¢) and (d) of this section, con-
sist of the sum of —

(1) The income derived by such cor-
poration for such year from the insur-
ance of United States risks (determined
in accordance with the provisions of set-
tion 953 and §§ 1.953-1 through 1.953-6),
and

(2) The income derived by such cor-
poration for such year which constitutes
foreign base company income (deters
mined in accordance with the provisions
of section 954 and §§1.954-1 through
1.954-5).

Pursuant to section 851(a) (1) (A) (U nn_d
§ 1.951-1, a United States shareholder
of such controlled foreign corporaiion
must include his pro rata share of such
subpart F income in his gross income for
his taxable year in which or with uh{ch
such taxable year of the forcign cofs
poration ends. See section 95°2%
raph (a) of $ 1.957-3
ting the subpars P
fncome to the income derived from the
{nsurance of United States risks in uie
case of certain controlled foreien _cor-
porations described in gcction 9?,\ 5
(b) Exclusion of United State cq:d
come—(1) In acncral.mgog-ci‘a:;v;u;na
paragraph (&) of b r
g;gcept as pr';vldcd n subparagraph x.’;)
of this ph, & controlled fun.i'
corporation’s subpart ¥ income to'r‘f\: n)u
taxable year shall not include any 1o
of income which is includible in t!.e: ;rtm
income of such corporation for such s‘; <
under provisions (other than m{‘mc
951 through 964) of chapter 1 0
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Code 8s income derived from sources
within the United States if for the tax-
able year & tax is imposed with respect
to such income in accordance with sec-
tion 8827a), The deductions attributa-
pie to such items of gross income shall
aot be laken into account for purposes
of sections 951 through 964, Any item
which Is required to be excluded from
gross income or which is taxed at a re-
duced rate under an applicable treaty
oblization of the United States shall not
be excluded from the gross income of a
controlled forelgn corporation under this
subparsgraph. See section 952(b). For
purposes only of paragraph (b) (1) (viiD)
of §1.956-2, an item of income derived
by & controlled foreign corporation from
sources within the United States with
respect to which for the taxable year a
tax s imposed in accordance with sec-
tion 882(a) shall be considered described
in section 952(b) whether or not such
ltem of income would have constituted
subpart F income for such year.

12) Treatment of United Stales in-
come of Joreion insurance companies,
The subpart F income for any taxable
year of & controlled foreign corporation
which is & forelgn insurance company
shall not inelude any item of income
which is includible in the gross income
of such corporation for such year under
provisions (other than sections 951
through 984) of chapter 1 of the Code
& Income derived from sources within
the United States if such income is de-
wribed In section 819(a), 822(e), or
832(d) and, for such taxable year, a tax
I8 Imposed with respect to such income
In accordance with section 802(a), 821
(a), or 831(a), as the case may be.

The deductions attributable to such
ilems of gross income shall not be taken
into account for purposes of sections 951
through 964, See paragraph (d) of
119534 and section 11(e) (2),

(0) Limitation on a controlled foreign
Corporation's subpart F income—(1) In
peneral. A United States shareholder's
Pro rata share (determined in accord-
ince with the rules of paragraph (e) of
F1951-1) of a controlled foreign cor-
Poration’s subpart F income for any
laxable year shall not exceed his pro
rata share of the earnings and profits
48 defined in section 964(a) and
11964-1) of such corporation for such
laxable year, computed as of the close
of such taxable year without diminution
by reason of any distributions made dur-
L‘;ﬂ Such taxable year, minus the sum

1} The amount, if any, by which such

shareholder's pro rata share of—

dbém The sum of such corporation's
Clls In earnings and profits for prior

2xable years beginning after December
31, 1962, plus

) The sum ,
deficits | of such corporation’s

able vea ) tBrnings and profits for tax-
;Df‘ years beginning after December 31,
%9, and before January 1, 1963 (re-
s by the sum of the earnings and
uoonlh; ‘a5 50 defined) of such corpora-
?chod:r any of such taxable years)
©) The sum of such co :

] rporation’s
;‘;‘"f"“"“ and profits for prior taxable
WS beginning  after December 31,

FEDERAL REGISTER

1962, which, with respect to such share-
holder, are allocated to other earnings
and profits under section 959(¢) (3) and
§ 1.950-3; and

(1) Such shareholder’s pro rata share
of any deficits in earnings and profits of
other foreign corporations for a taxable
year beginning after December 31, 1962,
which are attributable to stock of such
other foreign corporations owned by
such shareholder within the meaning of
section 958(a) and which, In accordance
with section 952(d) and paragraph (d)
of this section, are taken into account
as a reduction in the controlled forelgn
corporation’s earnings and profits for
such taxable year.

For purposes of applying this subpara-
graph, the reduction (if any) provided
by subdivision (i) of this subparagraph
in a United States shareholder’s pro
rata share of the earnings and profits of
a controlled foreign corporation shall
be taken into account before the reduc-
tion provided by subdivision (ii) of this
subparagraph. See section 952(c).

(2) Special rules. For purposes only
of determining the limitation under sub-
paragraph (1) of this paragraph on a
United States shareholder’'s pro rata
share of a controlled foreign corpora-
tion’s subpart F income for any taxable
year—

(1) Status of foreign corporation.
The earnings and profits, or deficit in
earnings and profits, of a foreign cor-
poration for any taxable year shall be
taken into account whether or not such
foreign corporation is a controlled for-
elgn corporation at the time such earn-
ings and profits are derived or such
deficit In earnings and profits is incurred.

(1) Deficits in earnings and profits
taken tnto account only once. A con-
trolled foreign corporation's deficit in
earnings and profits for any taxable year
preceding the taxable year shall be taken
into account for the taxable year only
to the extent such deficit has not been
taken into account under this para-
graph, paragraph (d) of this section, or
paragraph (d) (2)di) of §1.963-2 In
computing & minimum distribution, for
any taxable year preceding the taxable
year, to reduce earnings and profits of
such preceding year of such controlled
foreign corporation or of any other con-
trolled foreign corporation.

(iii) Determination of pro rata share.
A United States shareholder’s pro rats
share of a controlled forelgn corpora-
tion's earnings and profits, or deficit in
earnings and profits, for any taxable
year shall be determined in accordance
with the principles of paragraph (e) of
§ 19511,

(3) Illustrations. The applcation of
this paragraph may be illustrated by the
following examples;

Example (1). (a) A Is o United States
shareholder who owns 100 percent of the
only class of stock of M Corporation, a con-
trolled foreign corporation organized on
January 1, 1063. Both A and M Corpora-
tion use the calendar year as s taxable year.

(b) During 1083, M Corporation derives
$20,000 of subpart P income and has earn-
ings and profits of $30,000. Corporation M
makes no distributions to A during such
year. The lmitation under section 952(¢)
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on M Corporation’s subpart F income for
1963 ts $30,000; and $20,000 fs inocludible
in A's gross Income for such year under
section 951(a) (1) (A) (1),

(¢} On January 1, 1964, M Corporation
acquires 100 percent of the only class of
stock of N Corporstion, a controlled forelgn
corporation which uses the calendar yenr as
# taxable year. During 1084, N Corporation
derives $6,000 of subpart P Income, has
87,000 of earnings and profits, and distrib-
utes 85000 to M Corporation. The lmita-
tion under section 952(¢) on N Corporation’s
subpart F Income for 1064 is $7.000; and
$6,000 of subpart F income is Includible in
A's income for such year undor xec-
tion 951(a) (1) (A) (1),

(d) During 1864, M Corporation derives
$8,000 of rents which constitute subpart P
income, makes a $10,000 distribution to A,
and has earnings and profits of $12,000 (in-
cluding the $5000 dividend recelved from
N Corporation). The limitation under sec-
tion 962(c) on M Corporation’s subpart ¥
income for 1064 (s #7000, determined as
follows:

Corporation M's earnings and profits
for 1964 (determined under section
964(n) and §1.964-1 as of the
close of such year without dimi-
nution for any distributions made
during such year)

Less: Corporation M's earnings and
profits for 1964 described In gec-
tion 988(b)

$12, 000

5, 000

Limitation on M Corporation’s sub-
part F Income for 1064__.___._ .. 7,000

Thus, for 1064 with respect to A's Interest In
M Corporation, $7,000 of subpart F Income .5
includible in his gross Income under section
951(a) (1) (A)(1). The $10,000 dividend re-
celved from M Corporation is excludible from
A's gross income for 1904 under section 059
(a) (1) and paragraph (b) of § 1.950-1,

Example (2). A 1s a United States share-
holder who owns 100 percent of the only
cluss of stock of R Corporation which was
organlzed on January 1, 1061, R Corpora-
tion is a controlled foreign corporntion for
the entire period after December 31, 1962,
here involved. Both A and R Corporation
use the calendar year ns a taxable year. Dur-
ing 1063, R Corporation derives 825000 of
subpart P income and has 850,000 of earn-
Ings and profita. Corpomation R has $15.000
of earnings and profits for 1861, and a deficit
in earnings and profits of $45,000 for 1662,
Thus, R Corporation has as of December 31,
1963, o not deficit in earnings ard profits of
$30,000 for the years 1961 and 1962. Corpo-
ration R makes no distributions to A during
1083. The lmitation under section 952(c)
on R Corporation’s subpart ¥ income for
1963 is 820,000 (850,000 minus $30,000), and
#20,000 of subpart ¥ income ls includible in
A's gross Income for 1963 under section 951
(s) (1) (A)(1). During 1964, R Corporation
derives 818,000 of subpart F Income and has
830,000 of earnings and profits, Carporation
R makes no distributions to A during 1954,
The entire $18,000 of subpart F income ig
includible In A’ gross income for 1984 under
section 951(a) (1)(A)(1).

(d) Treatment of deficits in earnings
and profits attributable to stock of other
foreign corporation indirectly owned by
a United States shareholder—i1) In
general. For purposes of paragraph
(e) (1) (i) of this section, if—

V(1) A United States shareholder owns
(within the meaning of sectlon 958¢a) )
stock in two or more foreign corporations
in & chain of foreign corporations (as de-
fined in subparagraph (2) (i) of this
paragraph), and

(D Any of the corporations In such
chain has a deficit In earnings and profits
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for & taxable year beginning after De-
cember 31, 1962,

then, with respect to such shareholder
and only for purposes of determining
the limitation on subpart F Income under
paragraph (¢) of this section, the earn-
ings and profits for the taxable year of
each such forelgn corporation which is a
controlled foreign corporation shall, in
accordance with the rules of subpara-
graph (2) of this paragraph, be reduced
to take into account any deficit in earn-
ings and profits referred to in subdivision
(i) of this subparagraph. See section
952¢d).

(2) Specialrules. For purposes of this

paragraph—

(1) Applicable rules. The special
rules set forth in paragraph (¢)(2) of
this section shall apply.

(1) “Chain” defined. A chain of for-
elgn corporations shall, with respect to
a United States shareholder, Include—

(a) Any foreign corporation in which
such shareholder owns (within the mean-
ing of section 958(a) (1) (A)) stock, but
only to the extent of the stock so owned,
and

(b) All foreign corporations in which
such shareholder owns (within the
meaning of sectlon 958(a)(2)) stock,
but only to the extent of the stock so
owned by reason of his ownership of the
stock referred to in (a) of this sub-
division.

(111) Allocation of deficit. If one or
more foreign corporations (whether or
not a controlled foreign corporation) in-
cludible in & chain of foreign corpora-
tions has a deficit in earnings and profits
(determined under section 964(a) and
$ 1.964-1) for the taxable year, the
amount of deflcit taken into account
under section 952(d) with respect to a
United States shareholder in such chain
as a reduction in earnings and profits for
the taxable year of a controlled foreign
corporation includible in such chain shall
be an amount which bears the same ratio
to such shareholder's pro rata share of
the total deficit in earnings and profits
for the taxable year of all includible for-
eign corporations as his pro rata share
of the earnings and profits (determined
under paragraph (¢) of this section but
without regard to the provisions of sub-
paragraph (1) (1) of such paragraph)
for the taxable year of such includible
controlled foreign corporation bears to
his pro rata share of the total earnings
and profits (as so determined under par-
agraph (¢) of this section) for the tax-
able year of all includible controlled for-
eign corporations, The amount of deficit
taken into account under this subdivi-
sion with respect to any controlled for-
eign corporation includible in a chain of
foreign corporations shall not exceed
the United States shareholder’s pro rata
share of the controlled foreign corpora-
tion's earnings and profits for the tax-
able year.

(iv) Tazxable year, Theo taxable year
from which a defieit Is allocated under
this paragraph, and the taxable year
to which such deficit Is allocated to re-
duce earnings and profits, shall be the
taxable year of the foreign corporation
ending with or within the taxable year of
the United States sharcholder described
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in subparagraph (1)) of this para-
graph.

(3) Illustration. 'The application of
this paragraph may be illustrated by the
following examples:

Example (1). (a) Domestic corporation
M owns 100 percent, 20 percent, and 100 per-
cent, respectively, of the only class of stock
of forelgn corporations A, B, and F, respec-
tively. Corporation A owna 80 percent of the
only class of stock of each of foreign corpo-
rations B and O, respectively. Corporation
P owns 20 percent of such stock of C Corpo-
ration. Corporation B owna 75 percent of
the only class of stock of forelgn corporation
D, and 50 percent of the only class of stock of
each of forelgn corporations G and H, re-
spectively, C Corporation owns 756 percent
of the only class of stock of foreign corpora~
tion E, Aill the corporntions use the calondar
year as o taxable year, and all of the foreign
corporations, except corporations G and H,
are controlled foreign corporations through-
out the period here involved,

(b) The subpart F Income, and the earn-
ings and profits (determined under para-
groph (¢) of this section but without regard
to subparagraph (1) (1) of such paragraph)
or deficit in earnings and profits (determined
under section 964(u) and § 1.964-1), of each
of the foreign tions for 1903 are as
{gllow-, the deficits being set forth in paren-

esly:

(e) Corporation M pro rata shere of thy
ecarnings and profits (determined under parg.
graph (o) of this section but without regy
to subparagraph (1) (1) of such paragraph),
or of the deficlt, of each controlled forelgn
corporation or each foreign corpocation, re.
spectively, includible In the respective chaing
for 10638 i as follows:

Earnings
and profits

H Coarporation (%

alo
¥ Corporstion (30095
C Corparntion m"‘;:)")...-...-
E Corporation (155

L7 IESREREIREE

(¢0) The chalns of foreign
(within the meaning of subparagraph (2) (1)
of this paragraph) for 1963 are the “A* chain,
consisting of corporations, A, B, C, D, E, G,
and H, but only to the extent of M Corpora-
tion's stock interest In such corporations
under section §58(a) by reason of its owner-
ship of stock in A Corporation; the “B* chain,
consisting of corporations B, D, G, and H,
but only to the extent of M Corporation's
stock Interest in such corporations under sec-
tion 958(n) by reason of its ownemhip of
stock in B Corporation; and the “P" chaln,
consisting of carporations ¥, C, and E, but
only to the extent of M Carporation's stock
interest in such corporations under section
P58(a) by reason of its ownership of stock
in F Corporation,

(d) Corporation M's stock Interest under
section 858(a) in each of the chalns of forelgn
corporations 1s as follows for 1063:

A

A chinin:
Direct Interest . .

(M X7 .
P
Pt ot L

0l

s s
rerieet-) S

tion’s pro rata share of the earning
profits for 1963 of the controlled foroige
corporations in each ve chaln aball
be reduced under section 952(d) by M Cor-
poration’s pro rata share of the doficita of
corporations B, O, and G for 1063 is doter-
mined as follows:
Ameond”
of e
A ohaln:
A O tiou (§12,000>C818, 000,530,000 . . ... ..
D Corporation ($12,0005X83 000,530 000). . ... -
E Corporation fumxw,mnv,uwv. ST

B chain:

D G fon (82,600 X§TXVETH0). ..~
Limitation: M Corporation's pro-
rata sliare of I Corporation’s

earnings and profita
Allocation of used deficit ($750) 1o M
Corporation's s abaro of
the deficiis ocarporstions B

and G: N
B Corporation  ($760C(§1,500/
)

¥ Corparation. ($500X820, 260422, 500)

E Corporation. ($500X§2,250/832,500) crv- oo

(g) Corporation M's pro rata share of e
earnings and profits (determined after 567
duction for deficits under section 953 (d)) =%
1963 of each controlled foreign corporat I'..-}. '1‘n
the respective chains, determined on ¢ .'fl"'
by-chain basis, is determined as [0HOWE
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(b) Corporation M's pro rata share of
sch controlled forelgn corporation’s subpart
P Income, Umited a8 provided by section
$2(c) and paragraph (c) of this section, for
1963 which ls includible in its gross income
for such year under section 061 (a) (1) (A) (1)
and 1 1061-1 is determined as follows:

Subpart | Bstnl Amount

el | el
Hmita- | (soe, 952 | income
tion) ©)

. ki $6,000 | $10, 800 6, 00
f."-:‘,'x'.':;.ﬁ 3, 000 1, 1, 00
¥ Ceepornt] 9, 000 7,000 7,000
¥ Corpatntio K, 000 19, 800 8, 000

Tetal tnely I"-lt;m-l
der ‘w0, DSI{a]
)] A.‘; L ] T ‘A.lw

Fzample (2). The facts are the same as

i exanple (1) except that, in addition, for
1984, furelgn corporations C, D, and E have
o subpart P income and no‘one:namp dnng
fits and forelgn oorporat an
:;::'e no earnings and profita, For 1964, B
Corporation has subpart F income of 1,000
and earnings and profits (determined In ac-
cordance with section 064(n) and § 1.964-1)
of §1500; A Corporation has subpart F in-
tome of £800 and earnings and profits of
11000; and ¥ Corporation has subpart ¥ in-
me of 4500 and earnings and profits of
41000, Such earnings and profits are de-
lermined without regard to distributions for
1#4  Corporation B has an unused deficit in
durnings and profits of $1,080 for 1963 (81,500
minua $450) applicable to M Corporstion’s
interest (o such corporation (paragraph (f)
of example (1)), and, under parsgraph (¢)
(1) (i) (a) of this section, with respect to M
Corporution, such defioit reduces B Corpora-
Yon's earnings and profita for 1064 to $450.
Inssnuch as G Corporation (s not a con-
Lolled foreign corporation for 1964, such
corporation’s unused deficit In earnings and
profits of §700 for 1068 ($1,000 minus $300)
spplicabie to M Corporation's interest in such
torparstion (paragraph (f) of example (1))
Way be used under parsgraph (¢)(1)(1)(a)
Of this section to reduce M Corporation's in-
lerest in G Corporation’s earnings and profits
i % later yoor or years for which G Corpora~
tati 18 » controlled forelgn corporation, Cor-
paration M's pro rata share of each controlled
r?ttlgn corporation’s subpart ¥ Income,
lmited az provided by section 952(c) and
pamgruph (c) of this section, for 1964 which

* lncludible in its gross income for such
fr under section 951(a)(1)(A)(t) and
110611 |a determined as follows:
Subpart | Esrnings | Amount
F income| and includi-
abela- profita ble in
mita- | (we. 952 | income
£ tion) (C)
A Coeporatiom | 500 £, 000 =0
8 Corporation 1,000 R 40
¥ Corporation $ " &0 1, o0 “n
Ml'm.mp:c (7). The facts are the same as
r;x:h:np!e (d), except that for 1964 B Cor-
‘m_u,a: laz subpart P income of $550 and
;nc:?: _;mu profits (determined in accord-

s, 0 section 064(a) and §1,964-1) of
Mineg wpy SAr0ings and profits are deter-
Wea . 0ut regard to distributions for
Section s paragraph (c) (1) (1) (a) of this
') ‘Tr‘ ;#gmm!lon‘n unused defiolt of
f0r 1963 reduces Its ea and
far;lmn for 1064 with respect tor?il(wmrpo-
m-,:m 'o Zero, The remaining $500 of the
Corne defclt for 1968 spplicable to A
l"S"‘(:‘:!z.on s Intorest in B tion may
L
- this cccm'ﬂ"?grxpnnmph (€) (1) (§) (a) ot

Ater years to reduce M Cor-
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poration’s interest in B Corporation’s earmn-
ings and profits,

§ 1.952-2 Determination of gross in-
come and taxable income of a for-
cign corporation.

(a) Determination of gross income—
(1) In general. Except as provided in
subparagraph (2) of this paragraph, the
gross income of a foreign corporation for
any taxable year shall, subject to the
special rules of paragraph (¢) of this
section, be determined by treating such
foreign corporation as a domestic cor-
poration taxable under section 11 and by
applying the principles of section 61 and
the regulations thereunder,

(2) Insurance gross income—(1) Life
insurance gross income. The gross in-
come for any taxable year of a controlled
forelgn corporation which is engaged in
the business of refnsuring or issuing in-
surance or annuity contracts and which,
if it were a domestic corporation engaged
only in such business, would be taxable
as a life insurance company to which
part I (sections 801 through 820) of sub-
chapter L of chapter 1 of the Code ap-
plies, shall, subject to the special rules
of paragraph (¢) of this section, be the
sum of—

(@) The gross investment income, as
defined under section 804(b), except that
interest which is excluded from gross in-
come under section 103 shall not be taken
into account;

(b) The sum of the items taken into
account under section 809(c), except
that advance premiums shall not be
taken into account; and

{¢) The amount by which the net
long-term capital gain exceeds the net
short-term capital loss,

(1) Mutual and other insurance gross
income. The gross income for any tax-
able year of a controlled foreign corpo-
ration which is engaged in the business
of reinsuring or issuing insurance or
annuity contracts and which, if it were
a domestic corporation engaged only in
such business, would be taxable as a
mutual insurance company to which
part I (sections 821 through 826) of sub-
chapter L of chapter 1 of the Code ap-
plies or as a mutual marine insurance or
other insurance company to which part
IIT (sections 831 and 832) of subchapter
L of chapter 1 of the Code applies, shall,
subject to the special rules of para-
graph (¢) of this section, be—

(@) The sum of—

(1) The gross income, as defined in
section 832(b)(1);

(2) The amount of losses incurred, as
defined in section 832(b) (5) ; and

(3) The amount of incurred,
;s defined in section 832(b) (8) ; reduced

¥

(b) The amount of interest which un-
der section 103 is excluded from gross
income.

(b) Determination of taxable in-
come—(1) In general. Except as pro-
vided in subparagraph (2) of this para-
graph, the taxable income of a foreign
corporation for any taxable year shall,
subject to the special rules of paragraph
(c) of this section, be determined by
treating such forelgn corporation as a
domestic corporation taxable under sec-

41

tion 11 and by applying the principles
of section 63.

(2) Insurance taxable income. The
taxable income for any taxable year of
a controlled forelgn corporation which
is engaged In the business of reinsuring
or issuing insurance or annuity contracts
and which, if it were a domestic corpora-
tion engaged only in such business, would
be taxable as an insurance company to
which subchapter L of chapter 1 of the
Code applies shall, subject to the special
rules of paragraph (¢) of this section,
be determined by treating such corpora-
tion as a domestic corporation taxable
under subchapter L of chapter 1 of the
Code and by applying the principles of
§5 1.953-4 and 1.953-5 for determining
taxable income.

(c) Special rules for purposes of this
section—(1) Nonapplication of certain
provisions. Except where otherwise dis-
tinctly expressed, the provisions of sub-
chapters P, G, H, L, M, N, 8, and T of
chapter 1 of the Code shall not apply.

(2) Application of principles of
§ 1.964-1. The determinations with re-
spect to a foreign corporation shall be
made as follows:

(1) Books of account. The books of
account to be used shall be those regu-
larly maintained by the corporation for
the purpose of accounting to its share-
holders.

(1) Accounting principles. Except as
provided in subparagraphs (3) and (4)
of this paragraph, the accounting prineci-
ples to be employed are those described in
paragraph (b) of § 1,.964-1. Thus, in ap-
plying accounting principles generally
accepted in the United States for pur-
poses of reflecting in the financial
statements of a domestic corporation the
operations of foreign afliliates, no ad-
Justment need be made unless such
adjustment will have a material effect,
within the meaning of paragraph (a) of
§ 1.964-1.

(ii1) Translation into United States
dollars—(a) In general. Except as pro-
vided in (b) of this subdivision, the
amounts determined in accordance with
subdivision (if) of this subparagraph
shall be translated into United States
dollars in accordance with the principles
of paragraph (d) of § 1.964-1,

(b) Special rule. In any case in
which the value of the foreign currency
in relation to the United States dollar
fluctuates more than 10 percent during
any translation period (within the mean-
ing of paragraph (d)(8) of §1.964-1),
the subpart F income and non-subpart ¥
income shall be separately translated as
if each constituted all the Income of the
controlled foreign corporation for the
translation period.

(v) Tax accounting methods. The
tax accounting methods to be employed
are those established or adopted by or
on behalf of the foreign corporation
under paragraph (¢) of § 1.064-1. Thus,
such accounting methods must be con-
sistent with the manner of treating in-
ventories, depreciation, and elections re-
ferred to in subdivisions (ii), (iii), and
(iv) of paragraph (c) (1) of § 1,964-1 and
used for purposes of - such para-
graph; however, if, in accordance with
paragraph (¢} (6) of § 1.964-1, a foreign
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corporation receives foreign base com-
pany income before any elections are
made or before an accounting method Is
adopted by or on behalf of such corpora-
tion under paragraph (c) (3) of § 1.964-1,
the determinations of whether an exclu-
sion set forth in section 954(b) applies
shall be made as if no elections had been
made and no accounting method had
been adopted.

(v) Exzchange gain or loss. Exchange
gain or loss, determined in accordance
with the principles of paragraph (e) of
§ 1.964-1, shall be taken into account and
shall be allocated between subpart F in-
come and non-subpart F income for any
taxable year under & method which is
reasonable under all the facts and cir-
cumstances. For example, such ex-
change gain or loss may be allocated to
subpart F income in the same ratio that
gross subpart F income of the corpora-
tion for the taxable year bears to its total
gross income for the taxable year, de-
termined without regard to this sub-
division.

(8) Necessity for recognition of gain
or loss. Gross income of a foreign corpo-
ration (including an insurance com-
pany) includes gain or loss only if such
gain or loss would be recognized under
the provisions of the Internal Revenue
Code if the foreign corporation were a
domestic corporation taxable under sec-
tion 11 (subject to the modifications of
subparagraph (1) of this paragraph).
See section 1002. However, a foreign
corporation shall not be treated as a do-
mestic corporation for purposes of de-
termining whether section 367 applies.

(4) Gross income and gross receipts.
The term “gross income” may not have
the same meaning as the term “gross
receipts”. For example, in a manufac-
turing, merchandising, or mining busi-
ness, gross income means the total sales
less the cost of goods sold, plus any in-
come from investments and from inci-
dental or outside operations or sources.

(6) Treatment of capital loss and net
operating loss. In determining taxable
income of a foreign corporation for any
taxable year—

(1) Capital loss carryover. The capi-
tal loss carryover provided by section
1212(a) shall not be allowed.

(i) Net operating loss deduction.
The net operating loss deduction under
section 172(a) or the operations loss de-
duction under section 812 shall not be
allowed.

(6) Corporations which have insur-
ance fncome. For purposes of para-
graphs (a) (2) and (b) (2) of this section,
in determining whether a controlled for-
eign corporation which is engaged in the
business of reinsuring or Issuing insur-
ance or annuity contracts and which, if
it were a domestic corporation engaged
only in such business, would be taxable
as an insurance company to which sub-
chapter L of chapter 1 of the Code ap-
plies, it is immaterial that—

(i) The corporation would be exempt
from taxation as an organization de-
sceribed in section 501(a),

(i) The corporation would not be tax-
able as an Insurance company to which
subchapter L of the Code applies, or
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(1ii) The corporation would be sub-
ject to the alternative tax for small
mutual insurance companies provided by
section 821(c).

Par. 7. Paragraph (b)(2){11) of
§1.055-1 is amended by revising (D).
The amended provision reads as follows:

§ 1.955-1 Sharcholder’s pro rata share
of amount of previously excluded
subpart F income withdrawn from
investment in less developed coun-
tries,

- - - - »

(b) Amount withdrawn by controlled
Joreign corporation. * * *

(2) Limitations applicable in deter-
mining decreases. * * *

s (i) Treatment of earnings and prof-

". . "

(a) Amounts which are, or have been,
included in the gross income of a United
States shareholder of such controlled
foreign corporation under section 851
(a) (other than an amount included in
gross income of a United States share-
holder under section 9851(a) (1) (A) (D)
or section 951(a) (1) (B) for the taxable
year) and have not been distributed, or

(b) (1) Amounts which, for the cur-
rent taxable year, are included in the
gross income of a United States share-
holder of such controlled foreign corpo-
ration under section 551(b) or would be
so included under such section but for
the fact that such amounts were distrib-
uted to such sharcholder during the tax-
able year, or

(2) Amounts which, for any prior tax-
able year, have been included in the
gross income of a United States share-
holder of such controlled forelgn corpo-
ration under section 551(b) and have not
been distributed.

The rules of this subdivision apply only
in determining the limitation on a con-
trolled forelgn corporation’s decrease in
qualified investments in less developed
countries. See section 959 and the reg-
ulations thereunder for limitations on
the exclusion from gross income of pre-
viously taxed earnings and profits,

Par. 8. Paragraph (b) (2) of §1.9566-1
is amended by adding a new subdivision
(ill). The amended provision reads as
follows:

§ 1.956-1 Sharcholder's pro rata share
of a controlled foreign corporation’s
increase in earnings invested in
United States property.

(b) Amount of a controlled foreign
corporation’s investment of earnings in
United States property. * * *

2 (2) Treatment of earnings and prof-

8. - » -

(i) Amounts which have been included
in the gross income of a United States
shareholder of such controlled foreign
corporation under section 951(a) (1) (B)
(or which would have been so included
but for section 959(a) (2)) and have not
been distributed, or

(i) (¢) Amounts which are included
in the gross income of a United States
shareholder of such controlled forelgn
corporation under section 551(b) or

would be 50 included under such section
but for the fact that such amounts wer
distributed to such shareholder durisy
the taxable year, or

(b) Amounts which, for any prier
taxable year, have been included in ye
gross income of & United States share.
holder of such controlled forelun corpe-
ration under section 551(b) and hawe
not been distributed.

The rules of this subparagraph apph
only in determining the Umitation op &
controlled foreign corporation’s increas
in earnings Invested in United Stals
property. See section 859 and the reg.
ulations thereunder for limitations on
the exclusion from gross income of
previously taxed earnings and profite

PAR. 9. Section 1.957 and the historl-
cal note are amended to read as follows:

§ 1,957 Suatutory provisions; controlled
foreign corporations; United Stales
persons.

Sxo. 957, Controlled foreign corporation
United States persons. * * *

(b) Spectal rule for imsurance. For par
poses only of taking Into account income
described In section §53(a) (relating to in.
come derived from insurance of Unld
States risks), the termy “controlled [forelgs
corporation” Includes not only s forelgs

of the total combined voting j
classes of stock Is owned (withis
ing of section 958(a)), or s o
owned by applying the rules of ¢
section 958(b), by Unlted 5t
holders on any day during ihe
of such corporation, if the gros
premiums orsother considerntio:
of the reinsurance or the issulng
ance or annuity contracts described n sec-
tion 953(a) (1) oxceeds 75 percent of fhe
groes amount of all premiums oOf othir
consideration In respect of il risks

. » . . .
[Sec. B67 (a), (b), and (c) as sdded by wes
12(n), Rov. Act 1962 (76 Stat, 1006) |

PaR. 10. There is inserted immediately
after § 1.957-1 the following new section

§ 1.957-2 Controlled foreign corpor-
tion deriving income from insurance
of United States risks.

(a) In general. For purposes of tak-
ing into account only the income derived
from the insurance of United Stal&s
risks under §1.953-1, the term "cone
trolled foreign corporation’ means any
forelgn corporation of which more (hn'n
25 percent, but not more than 50 P&~
cent, of the total combined Awl:.'a
power of all classes of stock entitled W
vote is owned within the meani
section 958(a), or is considered
by applying the rules of own
section 958(b), by United Stal
holders on any day of the taxa
of such foreign corporation, bu
the gross amount of premiums recel
by such foreign corporation u.u!.u; e
taxable year which are mtrmm“-}x.;u:.
the reinsuring and the {ssuing of ]l};'c;n
ance and annuity contracts in c('\.y}l‘.t,\l\;l -
with United States risks, 85 _r.:u{ﬂ':w‘r:‘
£1,053-2 or 1.053-3, exceeds 75 i’,‘.‘.lu‘,,.,;
of the gross amount of all 1.,‘«:1 -
recelved by such foreign cu.p«.A 0
during such year which are atts

ble year
¢ only U
eived
sch
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1 the reinsuring and the Issuing of in-
arance and annuity contracts in con-
mction with all risks. The subpart F
income for a taxable year of a foreign
corporation which is a controlled foreign
corporation  for such taxable year
githin the meaning of this paragraph
smll, subject to the provisions of sec-
ton 952 (b), (¢), and (d), and § 1.952-1,
iclude only the income derived from
e Insurance of United States risks, as
determined under § 1.953-1,

) Gross amount of premiums {ic-
fned. For a forelgn corporation which
is engaged In the business of relnsur-
jng or issuing insurance or annuity
contracts and which, if it were & domes-
Ue corporstion engaged only In such
business, would be taxable as—

(1) Allfe insurance company to which
part I (sections 801 through 820) of sub-
chapter L of the Code applies,

(2) A mutual insurance company to
which part 1T (sections 821 through 826)
of subchapter L of the Code applies, or

(3) A mutual marine insurance or
pther insurance company to which part
[T (sections 831 and 832) of sub-
chapter L of the Code applies,

the term “gross amount of premiums"
means, for purposes of paragraph (a)
of this section, the gross amount of
premiums and other consideration which
are taken Into account by a life insur-
anee company under section 809(c) (1),
Determinations for purposes of this
parsgraph shell be made without regard
0 séction 5011a),

Pas. 11. The following new sections are
added;

F1L959  Swautory provisions; exclusion
from gross income of previously
taxed carnings and profits.

See, 980, Exclusion from gross income of
previovaly texed earnings and profits—ia)
Exclusion from gross income of United States
Jerdoma.  For purposes of this chapter, the
fuum;x and profita for an taxable year of &
‘orelgn corporation attributable to amounts
®hich are, or have been, included In the
fros Income of o United Stutes shareholder
under section 061(s) shall not, when—

1) Boch amounts are distributed to, or

13} Soch amounta would, but for this
fubsection, be included under section 951
W) (B) tn the gross income of,

fich shareholdér (or uny other United States
Mu'rn Who acquires from any person any
Partion of the Interest of such United States
l{lf:rhnm-'r n such foreign corporation, but
;Au)' Y the extent of such portion, and sub-
;::rl«':u. 8 proof of the identity of such
by‘ M the Secretary or hils delogate may
t::"f_m':.:x'-x:s prescrive) directly, or in-
K'nb«f ‘brough 4 chaln of owrership de-
viree tnder gection 958(a), be again in-
gy o the gross income of such United
s- ‘barehiolder (or. of such other United
ates pen n). .
M'I:;FIT;:_.:. 'IOn from gross income of certain
txn:;'g:. ubridigries. For purposes of sec-
!lxnmul-‘-m' the earnings and profits for a
fl\!.me {T‘r of a controlled foreign oorpo-
- r«:.\»fﬁ""b.“nme to amounts which are,
- ‘C'n“h' ¢4, included in the gross income
Bile, d States shareholder under section
NP l.‘bbnh not, when distributed through
Cr..n.“n;"» " UWnership described under sec-
iendl, olx'n, bo also included in the gross
prémf V' Another controlled foreign cor-
nmrfﬁif ‘0 such chain for p e5 of the
Heation of section 951(n) to such other
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controlled forelgn corporation with respect
to such United States sharcholder (or to any
other United States ghareholdor who nequires
from any person any portion of the interest
of such United States shareholder In the
controlled foreign corporation, but only to
the extent of such portion, and subject to
such proof of ldentity of such interest as
the Secretary or his delegate muy prescribe
by regulationa).

(0) Allocation of distributions. For pur-
pores of subsoctions (a) and (b), section
316(n) shall be applied by applying para-
graph (2) thereof, and then paragraph (1)
thereof—

(1) Firat to earnings and profita attrib-
utable to amounts included In gross income
under section 951(a) (1) (B) (or which would
have been Included except for subsection
(a)(2) of this section),

(2) Then to earnings and profits attrib-
utable to amounts included In gross income
under section 851(a) (1) (A) (but reduced by
amounts not included under section 9351(a)
(1) (B) because of the exclusion in subsec-
tion (o) (2) of this section), and

(3) Then to other earnings and profits,

(d) Distrivutions excluded from gross tn-
come not to be treated os dividends. Except
&3 provided In section 960(a)(3), any dis-
tribution excluded from income under
subsection (n) shall be treated, for p
of this chapter, as » distribution which is
not o dividend,

[Sec. 059 as ndded by sec. 12(n), Rev. Act
1062 (76 Stat. 1006) )

§ 1.959-1 Exclusion from gross income
of United States persons of previously
taxed earnings and profits,

() In general. Sections 951 through
964 provide that certain types of income
of controlled foreign corporations will
be subject to United States income tax
even though such amounts are not cur-
rently distributed to the United States
shareholders of such corporations. The
amounts so taxed to certain United
States shareholders are desoribed as
subpart F income, previously excluded
subpart ¥ income withdrawn from in-
vestment in less developed countries, and
increases in earnings invested in United
States property. Section 959 provides
that amounts taxed as subpart F income
or as previously excluded subpart F in-
come withdrawn from Investment In
less developed countries are not taxed
again as Increases In earnings invested
in United States property. Section 959
also provides an exclusion whereby none
of the amounts so taxed are taxed agaln
when actually distributed directly, or in-
directly through a chain of ownership
described in section 958(a), to United
States shareholders or to such share-
holders’ successors in interest, The ex-
clusion also applies to amounts taxed to
United States shareholders as income of
one controlled foreign corporation and
later distributed to another controlled
foreign corporation in such a chain of
ownership where such amounts would
otherwise be again included in the in-
come of such shareholders or their suc-
cessors in interest as subpart F income of
the controlled foreign corporation to
which they are distributed. Section 959
also provides rules for the allocation of
distributions to earnings and profits and
for the non-dividend treatment of actual
distributions' which are excluded from
gross income,
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(b) Actual distributions to United
States persons. The earnings and prof-
its for a taxable year of a foreign corpo-
ration attributable to amounts which are,
or have been, included In the gross in-
come of a United States shareholder of
such corporation under section 851(a)
shall not, when such amounts are dis-
tributed to such shareholder directly, or
indirectly through a chain of ownership
described in section 958¢a), be again in-
cluded in the gross income of such United
States shareholder. See section 958(a)
(1), Thus, earnings and profits attrib-
utable to amounts which are, or have
been, included in the gross income of a
United States sharcholder of a foreign
corporation under section 951¢a) (1) (A)
1) as subpart F income, under section
851 (n) (1) (A) (i1) as previously exciuded
subpart F income withdrawn from in-
vestment in less developed countries, or
under section 951(a) (1) (B) as earnings
invested in United States property, shall
not be again included in the gross in-
come of such shareholder when such
amounts are actually distributed, di-
rectly or indirectly, to such shareholder.
See paragraph (d) of this section for ex-
clusion applicable to such shareholder's
successor in interest. The application of
this paragraph may be {llustrated by the
following example:

Example. (a) A, o United States share-
holder, owns 100 percent of the only class of
stock of R Corporation, a corporation orga-
nized on January 1, 1863, which Is a con-
trolled foreign corporation throughout the
period here involyed. Both A and R Cor-
poration use the calendar year as o taxable

year.

(b) During 1984, R Corporation derives
$100 of subpart P income, and A includes
such amount in his gross income under sec-
tion 951(a) (1) (A) (1), Corporation R's cur-
rent and accumulated earnings and profits
(before taking into account distributiona
made during 1964) are $150. Also, during
1964, R Corporation distributes 850 to A,
The $50 distribution is excludable from A's
gross Income for 1984 under this paragraph
and § 1.956-3 because such distribution repre-
sents earnings and profits attributable o
amounts which are included in A's groms in-
come for such year under section 051(a),

{(c) If Instead of deriving the $100 of sub-
part F Income in 1964, R Carporation derives
such amount during 1963 and has earnings
and profits for 1863 in excess of $100, A must
include $100 in his gross lncome for 1963
under section 951(a)(1)(A)(1). However,
the $50 distribution made by R Corporation
to A during 1964 s excludable from A's grosa
Income for such year under this
and § 1.958-3 because such distribution rep-
resents earnings and profits attributable to
amounts which have been included in A'%s
gross income for 1963 under section 951(n).

(d) If, with respect to 1964—

(1) Instead of owning the stock of R Cor-
poration directly, A owns such stock through
# chaln of ownership described {n seotion
958{n), that 15, A owns 100 percent of M
Corporation which owns 100 percent of N
Corporation which owns 100 percent of R
Corporation,

(2) Both M and N Corporations use the
calendar year as a taxable year and are con-
trolled foreign corporations throughout the
period here involved,

(3) Corporation R derives 8100 of subpart
F income and has earnings and profits in
excess of $100,

(4) Nelther M Corporation nor N Corporn-
tion has earnings and profits or a deficit in
earnings and profits, and
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(5) The $50 distribution is from R Cor-
poration to N Corporation to M Corparation
to A,

A must Include $100 in his gross income for
1964 under section 951(a) (1) (A) (1) by reason
of his Indirect ownership of R tion.
However, the 850 distribution Is excludable
from A's gross income for 1964 under this
paragraph and § 1.960-83 because such dis-
tribution represents earnings and profits
attributable to amounts which are included
in A's gross income for such under
section §51(a) and are distributed indirectly
to A through a chain of ownerahip described
in section 858(a) .

(¢) Ezxcludable investment of earnings
in United States property. The earnings
and profits for a taxable year of a for-
eign corporation attributable to amounts
which are, or have been, included in the
gross income of a United States share-
holder of such corporation under section
951(a) (1) (A) shall not, when such
amounts would, but for section 959(a) (2)
and this paragraph, be included under
section 951(a) (1) (B) in the gross income
of such shareholder directly, or indirectly
through a chain of ownership described
in section 958(a), be again included In
the gross income of such United States
shareholder. Thus, earnings and profits
attributable to amounts which are, or
have been, included in the gross income
of & United States shareholder of a for-
eign corporation under section 851 (a) (1)
(A) (1) as subpart F income or under
section 851(¢a) (1) (A) (i) as previously
excluded subpart F income withdrawn
from Investment in Jess developed coun-
tries may be invested in United States
property without being again included
in such shareholder’s income under sec-
tion 951¢a), Moreover, the first
amounts deemed invested in United
States property are amounts previously
included in the gross income of a United
States shareholder under section 851(a)
(1) (A), Sece paragraph (d) of this sec-
tion for exclusion applicable to such
shareholder's successor in interest. The
application of this paragraph may be
illustrated by the following exampie:

Example. (a) A, & United States share-

holder, owns 100 percent of the only class of
atock of R Carporation, a corporation orga-
nized on January 1, 1063, which is a con-
trolled forelgn corporation throughout the
period here involved. Both A and R Cor-
poration use the calendar year as a taxable
year,
(b) During 1064 R Corporation derives
$35 of subpart F income, and A Includes
such amount in his gross income under sec-
tlon 851(n) (1) (A)(1). During 1064, R Cor-
poration also invests $50 in tangible prop-
erty (other than property described In sec-
tion 956(b) (2) ) looated in the United States,
Corporstion R makes no distributions dur-
ing the year, and ity current earnings and
profits are in excess of §50, Of the $50 in-
vestment of earnings in United States prop-
erty, $35 1s excludable from A’s gross incomo
for 1064 under seotion 959(a)(2) because
such amount répresents earnings and profits
which are attributable to amounts which are
included in A's gross incomoe for such year
under section 851{(a)(1)(A)({) and thore-
fore may be invested In United States prop-
erty without again being included in A's
gross income, The remaining 8156 Is in-
cludible In A's gross lncome for 1964 under
saction 051(a)(1)(B).

fc) I, instead of deriving 835 of subpart
F Income in 1964, R Corporation has no sub-
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part F income for 1064 but derives the 835
of subpart P ilncome during 1963 and has
earnings and profits for such year in excess
of $35, A must include 835 In his in-
come for 1963 under section 951(a)(1)(A)
(1). Howover, of the $50 investment of earn-
ings in United States property made by R
Corporation during 1064, $36 is excludable
from A's gross Income for 1964 under section
850(a) (2) because such amount represents
earnings and proflits sttributable to amounts
which have been included In A's gross in-
come for 1863 under section 851(a) (1) (A) (1).
The remalning $15 18 includible In A's

income for 1964 under section 851(a) (1) (B).

(d) Application of exclusions to share-
holder’'s successor in interest. If a
United States person (as defined in
$ 1.957-4) acquires from any person any
portion of the Interest in the foreign
corporation of a United States share-
holder referred to in paragraph (b) or
(c) of this section, the rules of such
paragraph shall apply to such acquiring
person but only to the extent that the
acquiring person establishes to the satis-
faction of the district director his right
to the exclusion provided by such para-
graph. The information to be furnished
by the acquiring person to the district
director with his return for the taxable
year to support such exclusion shall
include:

(1) The name, address, and taxable
year of the foreign corporation from
which the distribution is received and of
all otheér corporations, partnerships,
trusts, or estates In any applicable chain
of ownership described in section 858(a) ;

(2) “The name and address of the per-
son from whom the stock interest was
acquired;

(3) A description of the stock interest
acquired and its relation, if any, to a
chain of ownership described in section
958(a) ;

(4) The amount for which an exclu-
slon under section 959(n) is claimed;
and

(5) Evidence showing that the earn-
ings and profits for which an exclusion
is claimed are attributable to amounts
which were included in the gross income
of a United States shareholder under sec-
tion 951(a), that such amounts were not
previously excluded from the gross in-
come of & United States person, and the
identity of the United States share-
holder including such amounts.

The acquiring person shall also furnish
to the district director such other infor-
mation as may be required by the district
director in support of the exclusion,

Example., (a) A, s United States share-
holder, owns 100 percent of the only cluss
of stock of R Corporstion, u corporation or-
ganized on January 1, 1964, and a controlled
forelgn corporstion throughout the period
here involved. Both A and R Corporation
use the calendar year as a taxable year,

(b) During 1984, R Corporation has $100
of subpart F income and enrnings nnd profits
In exceas of 8100, A Includes $100 In his gross
income for 1064 under section 851(a) (1) (A)
(1). During 1065, A sells 40 percent of his
stock In R Corporation to B, a United States
person who uses the calendar year as & tax-
able year. In 1885, R Corporation has no
earnings and profits and experiences no In-
crease in earnings invested in United States
property. Corporation R distributes $40 to
B on December 1, 1965, If B establishes

his right to the exclusion to the satiafuetyy,
of the district director, he may exclude git
from his gross inoome for 1065 under seetioy
950(a) (1).

(c) If, instead of selling his 40-perees:
interest directly to B, A sells on Pebruary |
1965, 40 percent of hils stock In R Corparatin
to C. a nonresident alién, and on October |
19656, B acquires the 40-percent interest |n

R Corporation from O, the result is the sy
a5 In paragraph (b) of this example, if B
establishes hig right to the exclusion 1o the

satisfaction of the district director

(d) If, instead of acquiring 40 perosnt 8
acquires only 5 percent of A's stock |
Corporation and R Corporation ¢
#5 to B during 196§, B 18 not a Unit
shareholder (within the meaning of sectioy
951(b)) with respect to R Corporation simes
he owns only § percent of the stock of R
Corporation, Notwithstanding, B may s
clude the 85 distribution from his gross io.

come for 10656 under section 05¢ (3) ¥ e
establishes hia right to the exclusion to the
satisfaction of the district direc

(¢) If tho facts are assumeod Lo be the same

ns in paragraphs (a) and (b) of this exampht
excopt that— :

{1) A owns the stock of R Corporation lo.
directly through a chaln of ownership de
scribed In section 958(a), that s, A owm
100 percent of M Corporation which owns
100 percent of N Corporation which owns 100
percent of R Corporation,

(2) B ascquires from N Corporation 40 per
cent of the stock in R Corporatior

(3) Both M Corporation and N Corporation
are controlled foreign corporations which use
the calendar year as a taxable year

(4) Nelther M Corporation nor N Corpe-
ration has any amount in 1964 or 1965 which
i1s includible in gross income of United Slale
shareholders under section 961(a), and

(6) Nelther M Corporation por N Corpor
ration has a deficit in earnings and profits for
1064;
the result Is the same a3 In paragraph (b) of

this example If B establishes his t 10 -.1:3
exclusion to the eatisfaction of the districd
director.

§ 1.959-2 Exclusion from gross income
of controlled foreign corporations of
previously taxed earnings and profits

(a) Applicable rule, The carning
and profits for a taxable year of a coi
trolled foreign corporation attributable
to amounts which are, or have been, i
cluded in the gross income of » United
States shareholder under section 95108/
shall not, when distributed through 8
chain of ownership described In section
958(a), be also Included In the gross in-
come of another controlled forelen co
poration fn such chain for purposts ?f
the application of section 951 (n) to such
other controlled foreign corpu:;x::n.':‘ with
respect to such United States shores

holder, See section 959(b). The ;\5}\{-
sion from the income of such other 107
elgn corporation also applies '.‘.:({1”{!'
spect to any other United Statcs »‘hu'.i;
holder who acquires from such L.mft,.‘
States shareholder or any (mn:i': :A;Irjufd

any portion of the interest o by
States shareholder in the (‘Oll[.’f.l.x:‘unﬂ?m
elgn corporation, but only to i exte .‘,,
the scquiring shareholder establ o
the satisfaction of the district d :
right to such exclusion. An K u::n
ing shareholder claiming the c;.(m,mr
under section 959 (b) shall (umm:' w0 o
district director with his return ..-‘r‘;
taxable year the information rll.(lur‘u-p-
under paragraph (d) of § 1.959-1 0¥ >
port the exclusion under this pars rap!

he
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by Hiustrotion. The application of
\his section may be illustrated by the fol-
owing example:

prample. (a) A, a United States share-
sodder, owns 100 percent of the only class of
wock of M Corporation which in turn owns
100 percent of the only class of stock of N
Corporatien. A and corporations M and N
wie the calendar year as a taxable year and
cepoentions M and N are controlled foreign
pporations throughout the period here in-
volved.

(b) During 1863, N Corporation invests
§100 in tangible property (other than prop-
ity desoribed In section 956(b) (2)) located
in the Unitod States and has earnings and
profts In excoss of $100. A s roquired to
inelude 9100 in his gross income for 1063 un-
der pection G61(n) (1) (B) by reason of his
milrect ownership of the stock of N Cor-
pomation. During 1063, M Corporation has
0 incomo or Investments other than the in-
some derived from a distribution of $100 from
5 Corporation, Corporation M has earnings
md profits of $100 for 1963. Under para-
gaph (s) of § 1.054-2, the 8100 distribution
meelved by M Corporation from N Corpora-
tion would otherwise constitute subpart P
tneame of M Corporation; however, by reason
of section B59(b) and this section, this
smount does not constitute gross itncome of
M Corporation for purposcs of determining
kmounts lucludible in A's gross income under
section 651 (n) (1) (A) (1).

(¢) During 1964, N Corporstion derives
$00 of subpart P income and distributes
M0 1o M Corporation which hins no subpart
Fiscome for 1064 but which Invests the $100
Gistribution In tangible (other than
property described in section 956(b) (32)) lo-
ilad In the United States. Corporation N's
sanings and profits for 1964 are (n excess of
100, snd M Corporation’s current and accu-
Rllsted earnings and profits (before taking
o secount  distributions mnde during
1964) are In excess of $100. A s required
With respect to N Corporation to include $100
12 his gross Income for 1064 under section
Blis)11) (A) (1) by reason of his indirect
¥mership of the stock of N Corporation.
The luvestment by M Corporation {n United
States property would otherwise constitute
&2 Investment of earnings in United States
Property 10 which section 056 applies; how-
9er, by reason of section 859(b) and this
#ction, wuch amount does not constitute
F0 (ncome of M Corporation for P
 determnining amounts includible in A's
Fros income under soction 951(a) (1) (B).

{d) It during 1965, N Corporation Invests
H% tn tangible property (other than prop-
1y deseribed in seotion 056(b) (2)) located
I the United States and has earnings and
Wollta 1o excoss of 8100, A will be required
;‘3‘ fespect to N Corporation to include $100
- bis gross income for 1965 under section
S1{8) (1) (B), because the 8100 of earnings
204 profits for 1064 attributable to N Corpo-
:u:"u: ;‘}:“'Imt F income which was taxed

964 was
e, distributed to M Corpora-

:N I, with respect t0 1068—

{1) Corparation N owns 100 percent of the
Sy class of stock of R Corporation,
> ;2' Corporation R derives 8100 of subpart
at ’:‘;’m" Nas earnings and profits in excess
Cor 0, 8nd makes no distributions to N

T:fwgt:.»n_

| Corporation N invests
m"m‘)’ (other than mﬁbdnlnmwbl!;
sl 936(b) (2)) located in the United
peoend &nd has current and accumulated

(4) % and profits In excess of 835, and
'"'mesnzmi?du%" M has no income or in-

- )
Wings ang pronot:,. not have a defiolt in
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the $100 of subpart P Income derived by R
Carparation is includible in A's gross Income
for 1966 under section 851(a)(1)(A) (1) and
the 825 Investment of earnings in United
States property by N Corporation is includ-
ible In A's gross income for 1966 undor
section 051(a) (1) (B).

() If, however, the facts are the same as
in paragraph (e) of this example except
that—

(1) During 1066, R Corporation distributes
820 to N Corporation, and

{2) Corporation N makes no distributions
during such year to M Carporation,

of the 825 Investment In United States
property by N Corporation, $20 4 not includ-
ible in A's gross Income for 1968 because
such amount represents earnings and profits
which are attributable to amounts included
in. A's gross Income for such year under
section 951(a)(1)(A)(1) with respect to R

ation and which have been dis-

tributed to N Corporation by R Corporation,
By reason of section 959(b) and this section,
such $20 distribution to N Corporation does
not constitute gross Income of N Corporation
for p of determining amounts in-
ciudible In A's gross inoome under section
951(a) (1) (B): however, the romaining $5
of Investmuent of earnings in United States
property by N Corparation in 1060 is includ.
tble in A's gross income for such year under
section 951(a) (1) (B).

§ 1.959-3 Allocation of distributions to
carnings and profits of foreign cor-
porations.

(a) In general. For purposes of
§5 1.959-1 and 1.959-2, the source of the
earnings and profits from which distri-
butions are made by a foreign corpora-
tion as between earnings and profits
attributable to Increases in earnings
invested in United States property, pre-
viously taxed subpart F income, pre-
viously excluded subpart F income
withdrawn from Investment in less
developed countries, and other amounts
shall be determined in accordance with
section 950(¢) and paragraphs (b)
through (e) of this section.

(b) Applicability of seclion 316(a).
For purposes of this section, section 316
(a) shall be applied, in determining the
source of distributions from the earn-
ings and profits of a forelgn corporation,
by first applying section 316(a)(2) and
then by applying section 316(a) (1) —

(1) Pirst, as provided by section 959
(e} (1), to earnings and profits attribut-
able to amounts included in gross in-
come of a United States shareholder
under section 951(a) (1) (B) (or which
would have been so included but for sec-
tion 959(a) (2) and paragraph (¢) of
§ 1.959-1),

(2) Secondly, as provided by section
959(¢) (2), to earnings and profits at-
tributable to amounts included in gross
income of a United States shareholder
under section 951(a) (1) (A) (but re-
duced by amounts not included in such
gross income under section 951(a) (1) (B)
because of the exclusion provided by sec-
tion 959(a) (2) and paragraph (¢) of
§ 1.8659-1), and

(3) Finally, as provided by section
959(¢c) (3), to other earnings and profits.
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Thus, distributions shall be considered
first attributable to amounts, if any, de-
scribed in subparagraph (1) of this para-
graph (first for the current taxable
yvear and then for prior taxable years
beginning with the most recent prior
taxable year), secondly to amounts, if
any, described in subparagraph (2) of
this paragraph (first for the current
taxable year and then for prior taxable
years beginning with the most recent
prior taxable year), and finally to the
amounts, if any, described in subpara-
graph (3) of this paragraph (first for
the current taxable year and then for
prior taxable years beginning with the
most recent prior taxable year). See,
however, paragraph (e) of §1.963-3
for a special rule for determination of
the source of distributions counting as
minimum distribitions. Earnings and
profits are classified as to year and as
to section 959(¢) amount in the year
in which such amounts are included in
gross income of a United States share-
holder under section 951(a) and are re-
classified as to section 859(c) amount in
the year In which such amounts would
be so included but for the provisions of
section 959(a) (2); any subsequent dis-
tribution of such amounts to a higher
tier in a chain of ownership described
In section 958(a) does not of itself
change such classifications. Earnings
and profits of a foreign corporation at-
tributable to amounts of previously ex-
cluded subpart F income withdrawn from
investment in less developed countries
(or from investments in export trade
assets) shall be reclassified as amounts
ta which subparagraph (2), rather than
subparagraph (3), of this paragraph
applies for purposes of determining pri-
ority of distribution, and such earnings
and profits shall be considered attributa-
ble to the taxable year in which the with-
drawal occurs. This paragraph shall
apply to distributions by one foreign
corporation to another foreign corpora-
tion and by a forelgn corporation to &
United States person. The application
of this paragraph may be {llustrated by
the following example:

Example. (a) M, n controlied forelgn cor-
poration is organized on January 1, 1983, and
is 100-percent owned by A, a United States
shareholder, Both A and M Corporation use
the calendar year as n taxable yenr, and M
Corporation 18 a controlled foreign corpora-
tion throughout the period here Involved.
As of December 81, 1966, M Corporation's ac-
cumulated earnings and profits of $450 (be-
fore taking Into account distributions made
In 1966) applicable to A's intereat In such
corporation are classified for purposes of
section 089(c) as follows:

Classification of earniugs and profits
for purposes of sec. 9%

@M
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(b) During 19868, M Corporation makes
three separate distributions to A of $1560 each,
and the source of such distributions under
section 960 (c) is us follows:

Allseation
of distri-
| Amount | Year butions
under see.
]
Distribution No. 1. 00 | 1k | (@0
L] 1953 ()t
150
=
Distribation No. 2...... 50 19063 | ©M
75 | 1965 (eM‘!;
1964 | (@12
150
Distribution No, 3......! & 19 | (o)
0] 1ea (c)(d
W 15 | (@
1

(¢) If, In addition to the above facts—

(1) M Corporstion owns throughout the
period here involved 100 percent of the
only class of stock of N Corporation, a con-
trolled foreign corporation which uses the
calendar year us a taxable year,

(2) Corporation N derives $80 of subpart
F income for 1963 which A Includes In his
gross income for such year under section
951(a) (1) (A) (1),

(8) Corporation N has earnings and profits
for 1063 of $60 but has nelther earnings or
profits nor & deficit in earnings and profita
for 1964, 1065, or 1966, and

(4) During 1968, N Corporation invests $20
in tangible property (not described in sec-
tion 956(b) (2) ) located in the United States
and distributes 845 to M Corporation,

the $20 Investment of earnings in United
States property 1s excludable from A's
income for 1066, under section 968 (a) (2) and
paragraph (¢) of § 1.050-1, with respect to
N Corporation and the 845 dividend received
by M ration does not, under section
950(b) and § 1.050-2, constitute gross income
of M Corporation for 1966 for purposes of
dotermining amounts includible in A's gross
income under section 951(a) (1) (A) (1) with
respoct to M Corporation. However, the $456
dividend paid by N Corporation to M Cor-
poration Is allocated under section 950(c)
and this paragraph to the earnings and prof-
its of N Corporation as follows: $20 to 1963
earnings described in section 950(c) (1) and
825 to 1063 earnings described In section
950(c)(2). In such case, M Corporations
earnings and profits of $465 (before taking
into account distributions made in 1666)
would be classified aa follows lor purposes
of soction 9569 (c) !

cmun;:u:m of earnings and profits

purposes of see. 950
Year
en ©) ©®™
1, SRVRTE $10 00 foceizssisore
L WORESSUU AR 100 ) 3 SRS
;. SIS FESER Rt 7
1900.... ot s o )

(d) The three distributions to A in 1066
of $150 each would then have the following
source under section 956(c) :
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Alocation
Amount | Year om
L4
soc. 950
Distribatian No, 1...... 100 | 1004 g;m
w| 196
10
e T
Distribation No. 2...... 70 ;g (el 2'5
7 0
G Bl I
150
Distrituition No.3......| _; et |
o1
W0 | 106 }cmi
5| 19 | (3
1o

(¢) Treatment of deficits in earnings
and profits. For purposes of this section,
& United States shareholder’'s pro rata
share (determined in accordance with
the principles of paragraph (e) of
§10651-1) of a foreign corporation’s
deficit In earnings and profits, deter-
mined under section 964(a) and § 1,964
1, for any taxable year shall be applied
only to earnings and profits described
in paragraph (b)(3) of this section.

(d) Treatment of certain Jforeign
taxes. For purposes of this section, any
amount described in subparagraph (1),
(2), or (3) of paragraph (b) of this sec-
tion which is distributed by a forelgn
corporation through a chain of owner-
ship described in section 958(a) (2) shall
be reduced by any income, war profits,
or excess profits taxes imposed on or with
respect to such distribution by any for-
glgn u;ountry or possession of the United

ta

Erample, (o) Domestic corporation M
owns 100 percent of the only clasa of stock
of forelgn corporation A, which Is incor-
porated under the laws of foreign country
X and which, In turn, owns 100 percent of
the only class of stock of forelgn corporation
B, which Is ingcorporated under the laws of
foreign country ¥, All corporations use the
calondar year as a taxable year and corpora-
tions A and B are controlled foreign corpora-
tions throughout the period here involved.

(b) During 1863, B Corporation (n less
developed country corporation for 1963 with-
in the meaning of § 1.055-5) derives $00 of
subpart F income, after incurring $10 of
foreign income tax allocable to such income
under paragraph (¢) of § 1.954-1, hus earn~
ings and profits In excess of $00, and makes
no distributions, Corporation M must in-
clude $80 In Its groes Income for 1963 under
sootion 951(a) (1) (A) (1). Asof December 31,
1963, with respect to M Corporation, B Cor-
poration has earnings and profita for 1063
described In section 860(c) (2) of $90,

(¢) During 1064, B Corporation has neither
earnings and profits nor a deficit in earnings
and profits but distributes $90 to A Corpora-
tion, and, by reason of section 958(b) and
§ 1.950-2, such amount is not includible
in the gross income of M Corporation for
1964 under section 851(a) with respect to
AC tion. Corporation A lncurs a with-
holding tax of $13.50 on the $90 dividend

distributed from B Carporation (15 pereey
of $00) and an additional forelyn ineoms 1y
of 10 percent or §7.65 by reason of the ip.
clusion of the net distribution of 47650 &
minus $13.50) In its taxable Income for 108
As of December 31, 1064, with reapect to M
tion, B Corporation’s cornings st
profits for 1963 described in wection §58(e)
(2) amount to zero (390 minus 290); sod A
Corporation's: earnings and profita for 19
described In section 058(c)(2) amount w
$68.85 (800 minus $13.50 minus §7 05)

(¢) Determination of Jorelgn foz
credit. For purposes of determining the
foreign tax- credit under sectlon 9600
and the regulations thereunder in a cas
in which distributions recelved by & tax-
payer include earnings and profits whish
were taxed to such taxpayer under se.
tion 951(a) by reason of his ownershlp
(within the meaning of sectlon 58
(2)) of a second-Her corporation, the
rules of paragraph (b) of this ssction
shall apply except that In applying sub.
paragraph (1), (2), or (3) of such para-
graph distributions from the earning
and profits for any taxable year shall be
considered first attributable to the eam-
Ings and profits of the second-tler cor-
poration, to the extent of such earning
and profits, and then to the carnings and
profits of the first-tier corporation, %
the extent thereof. For purposes of this
paragraph, a second-tier corporation lsa
foreign corporation referred to in section
960(g) (1) (B), and a first-tier corpon-
tion is a foreign corporation referred o
in section 960(a) (1) (A). The applica-
tion of this paragraph may be illustrated

by the following examples:

Ezample (1), (n) Domestic corporation
A, 8 United States shareholder, owns i
percent of the only class of stock of foreigs

corporation R which, in turn, owns 100 per
cent of the only class of stock of foreign £or-
poration S. All corporations use the cal
endar year as a taxable year, and corpornticns

(b) Nelther R Corporation nor S Corporis
tion has subpart F Income for 1963 Durisg
1063, S Corporation Increases by $100 1t in
yestment In tangible property (not described
in section 956(b)(3)) locited tn the United

States, mikes no distributions, and h}x
earnings and profits of $100 c‘_.-;anéx:..
neol

A must include $100 in its gross
for 1063 under section 951(s)(1)(®) with
respect to 8 Corporation. During 1963, B
Corporation ulso Increases by $100 It to-
vestment {n tangible property (not f.:.:u_:.-n'w
in section 956(b)(2)) located In 1he Lm.fd
States, makes no distributlons, and nus mr.;A-
ings and profita of 8100, Oorporatiod

must Include $100 In Its groes n'n)r ::‘t
1068 under soection 951(a)(1)(B) with ¥
spect to R Corporation. 2
p::) During 1064, 8 Corporation m-mtu‘.r:
$100 to R Corporation, and R C,:;»‘.:Af;ﬂ;
distributes $100 to A Corparation Nelthet

corporation has any earnings or p:\"‘D'Jr o

deficit in earnings and profits for
At December 31, 1964, R Corpon
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mmings and profits (computed before dis-
wibutions to A Corporation made for the
ear) aof §200, conslsting of $100 of section
iw(cnh amounts of R Corporation for
1463 snd of $100 of wseotion 858(c)(1)
amounts of S Corporation for 19063, For pur-
woses of determining the foreign tax credit
inder section 860(b) and the regulations
shereunder, the $100 distribution by R Cor-
poration sball be considered attributable to
3 Carporation’s earnings and profits for 1963
gescribed in soction 968(c) (1),

Emmple (2). (a) Domestic corporation A,
s United States shareholder, owns 100 per-
cent of the only class of stock of foreign cor-
porstion T which, in turn, owns 100 pereent
of the only class of stock of forelgn corporn-
yon U. All corporations use the calendar
year a0 4 taxoble year, and corporations T and
U are cootrolled forelgn. corporations
sirgughout the period here Involved.

(b) During 1964, T Corporation invests $100
in tangible property (not described In sec-
ton 856(b) (2) ) located In the United States.
For 1904, T Corporation has no subpart F
Iacome and makes no distributions; A must
Inciode 8100 in ita gross income for 1064
under section 951(a) (1) (B) with respect to
T Corporation. For 1964, U Corporation has
20 gubpart ¥ income or investmont of earn-
Iogs In United States property but U Corpo-
rstion has 3100 of earnings and profits which
I¢ distributes to T Corporation. At Decem-
ber 31, 1944, T Corporation has carnings and
prodita of 8300, consisting of operating in-
come of 8100 for edch of the years 1963 and
1564 and $100 in dividends recelved from the
famiogs and profits of U Corporation for
1064, These earnings and profits are classl-
fiad a8 follows under section 959(¢) : 8100 of
sotion 8569 (¢) (1) amounts of T Corporation
foe 1064, 9100 of section 058(¢) (3) amounts
ol U Corporstion for 1964, and $100 of section
¥3ic) (2) nmounts of T Corporation for 1063,

{9) During 1065 neither T Corporation nor
U Corporation has any earnings and profits
o deficit In enrnings and profits or invest-
Sient of earnings in United States property,
but T Corporntion distributes §100 to A Cor-
Jmtion.  For purposes of determining the
forelgn tax credit under section 960(b) and
e regulations thereunder, the $100 distri-
butlon of T Corporation shall be considered
Mtributable to T Corporation's ecarnings and

Profta  for 1984 deseribed In  section
%b{e) (1.

(D Zlustration. The application of

seotion may be {llustrated by the
following example:

Ezmmple. (0) M, u controlled foreign cor-
Pemtion in organiued on January 1, 1968, and
8 wholly owned by A, a United States share-
bolder. Both A and Corporation M use the
alendar yonr as o taxable year.

(b) Corpuration M's earnings and profits
{before distributions) for 1963 are $200, $100
of which i atiributable to subpart F income.
Corporation Mg earnings and profits for
Wch yenr also include $25 attributable to
*ubpart ¥ Income which ia excluded from M
Corporation's forelgn base company income
'u::drr Section 854(b) (1) as dividends, intor-

A0d gains invested in qualified invest-
menta (n epy developed countries, Corpo-
'mlox: M Increase in earnings Invested in
;?wlr’ Property (not deseribed in section
M:;b, {2)) located in the United States for
s 5 350, and M Corporation makes =

tribution of such property during such
o - Por purposes of section 959,
pmﬂnkn-r.: In M Corporation’s carnings and
u.'wugu of December 31, 1963, determined
-'U;Z(ml\“: distributions of $20, is classified as

FEDERAL REGISTER

Bec. 950(c) (1) amounts;
Earn|

for 1963 attributable to increased Investment in U8, s {

Included 1n A’y gross & but for application of sse, 960(a) (%) and § 19581 (¢
Lems: Distribution for 1063 slloested under see. 988(c) (1) and parageaph (b)(1) of ¢
[l

Beo. 060(c) (2) amounts;

which would have boen
b section 6o such

Earnings for 1963 sttributable to subpart ¥ incomse Incduded In A's gross lncoms under sec.

e LV N 1 S R Rl S U e A

Less: Enrnings for 1903 attributable to increasod investment in U.B, property which would bave
boens Inclu In A’s grom tncome but for application of see. 950(a)(2) and § L.880-1(0). ... ... ..

Bao. 830(0){3) mmounts:

Predistribution earnings for 1963, .. ... ..o, R

Less: Eamings for 1963 elnssifiod a;
Bee. 0600} (1) amounty
oo, (SN0} 12) wmonnts

A's totul Interest In M Corporstion’s earnings and profits. . ..

For 1963, A 1s required to include 8100 of sub-
part F income in his gross income under
section 951(a)(1)(A)(1). He would have
been required to include $50 in his gross in-
come under section 851(a) (1) (B) as M Cor-
poration’s increase In earnings Invested In
United States property, except that section
959(a) (2) and paragraph (c) of §1.9050-1
provide in effect that earnings and profits
taxed to A under section 951(n) (1) (A) with
respect to M Corporation (whether in the
current taxable year or in prior years) may
be invested In United States property with-
out again being included In gross income
under section 961(a). The $20 dividend from
M Corporation is excluded from A'S gross in-
come under section 859(a) (1) and paragraph
(b) of §19850-1, since such distribution is

allocated under section 858(c) (1) and para-
graph (b) (1) of this section to amounts de-
scribed In sectlon 958(c) (1).

(¢) During 1064, M Corporation’s earnings
and profits (before distributions) are $300,
$75 of which is attributable to subpart ¥
income. Corporation M has no change In
Investments in United States property during
such year and withdraws 815 of previously ex-
cluded subpart F Income from investment
in less developed countries. Corporation M
makee n cash distribution of $250 to A dur-
Ing 1964, For purposes of section 959, A's
interest In M Corporation’s earnings and
profits as of December 31, 1064, determined
after the distribution of $250, is clasaified as
follown:

See, 950 (¢) (1) smounts:

Sec. W9(c) (1) net amount for 1063 (ss determined under paragraph (h{’ol this example)

Less: Distributien for 1964 allocated under se. 900(c)
SR e et e tn s S A T P oy ey Y

Bec. WB{c) (2) mmounts:

(1) and paragraph () (1) of this soction to such

Hec, K9] () not nmount for 1963 (s determined under paragraph (b) of this example).

Plus: Earnings for 1964 attributablo to:

Sabpart m«{mf tPr IQM lndm!od In A’s gross Income under soe. 951 (@) (D(A) (D)

Previousty

withdrawn in 1004 from Investment o

patt ¥
countries and fmeladed in A's gross income under see. S61(a)(1)(A) (1)

smounts. . ... T —. sssesn

Loss: Distribution for 1064 allocated under see. 959(0) (2) and parsgraph (b)(3) of this section to such

Seo. W56(0) () amounts:
Seg. 06{0) (3) et amount for 1063 {as ¢
Plus: Bee. 950(¢) (3) not srnoant for 1954
Prodistribution sarnings for 1964

s
Earnings for 1004 classified as sec. 068(c)(1) amotnts (80) and &s see. 959(c) ()

amounts (§754-$15). ..
Distributions for 1964 all

A's total Interest in M Carporation’s earnings and profits

For 1964, A 1s required to Include in his gross
Income under section 951(a)(1)(A) (i) $75
of subpart P Income, and under section 951
(8) (1) (A) (i1) 815 of previously excluded sub-
part P income withdrawn from Investment
in less doveloped countries, Of the $250 cash
distribution, A may exclude $170 from his
gross income under section 950(a)(1) and
paragraph (b) of §1950-1 and $80 s in-
cludible in his gross income as a dividend,

(d) The source under section 959(o) of
the 1964 distribution of 8250 to A 1z as
follows:

§ 1.959-4 Distributions to United States
persons not counting as dividends,

Except as provided in section 960(ga)
(3), any distribution to a United States
person which is excluded from the gross
income of such person under section 959
(a) (1) and § 1.959-1 shall be treated for
purposes of chapter 1 (relating to normal
taxes and surtaxes) of subtitle A (relat-
Ing to income taxes) of the Code as a
distribution which is not a dividend.
However, see paragraph (b)(1) of
§ 1.956-1, relating to the dividend limi-
tation on the amount of a controlled
foreign corporation’s investment of earn-
ings in United States property.

. Pan. 12, Paragraph (c) (2) of § 1.970-1
is amended by revising subdivision (ii).
The amended provision reads as follows:
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§ 1.970-1 Export trade corporations,

- - - - -

(¢) Withdrawal of previously exclud-
ed export trade income. * * *

(2) Limitations applicadble in determin-
ing amount includible in income. * * *

(1) Treatment of earnings and prof-
1 i e

(a) Amounts which are, or have been,
included in the gross income of a United
States shareholder of such controlled
forelgn corporation under section 951(a)
(other than an amount included in the
gross income of a United States share-
holder under section 951(a) (1) (A) (i)
or section 851(a) (1) (B) for the taxable
year) and have not been distributed, or

(b) (1) Amounts which for the cur-
rent taxable year, are included in the
gross income of a United States share-
holder of such controlled foreign cor-
poration under section 551(b) or would
be s0 Included under such section but for
the fact that such amounts were distrib-
uted to such shareholder during the tax-
able year, or

(2) Amounts which, for any prior tax-
able year, have been included in the
gross Income of a United States share-
holder of such controlled foreign corpo-
ration under section 551(b) and have
not been distributed.

The rules of this subdivision apply only
in determining the limitation on a United
States shareholder’s pro rata share of a
controlled foreign corporation's decrease
in Investments in export trade assets.
See section 959 and the regulations there~
under for limitations on the exclusion of
previously taxed earnings and profits,

PAr. 13, Section 1.1016 is amended by
adding paragraphs (19) and (20) to sec-
tion 1016(a), and by revising the his-
torical note, These amended and added
provisions read as follows:

£ 1.1016 Sistutory provisions;
ments to basis,

Sec. 1016, Adjustments io basis—(n) Gen-
cralrule. * * *

(19) To the extent provided in section 48
(g) and In section 203(a) (2) of the Revenue
Aot of 1964, in the case of property which is
or has been section 38 property (as defined
in section 48(a) );

(20) To the extent provided In section 961
in tho case of stock in controlled foweign
corporations (or forelgn corporations which
were controlled foreign corporations) and
of property by reason of which a person is
considered as owning such stock.

- - - . L

[Sec. 1016 as amended by sec. 4(¢), Act of
June 29, 1950 (Pub. Law 629, 84th Cong. (70
Stat, 407); secs. 2(b) and 64(d)(2), Tech-
nical Amoendments Act of 1958 (72 Stat. 1607,
1656); sec. 8(d) (1) and (2), Life Insurance
Company Income Tax Act 1950 (73 Stat. 139);
secs. 2(1), B(g)(2), and 12(b) (4), Rev. Act
1962 (76 Stat. 972, 908, 1031); sec. 203(a) (3)
(C), Rev. Act 1964 (78 Stat. 34) |

Par. 14. Section 1.1016-5 is amended
by adding paragraphs (q) and (1),
These added provisions read as follows:
§ 1.1016-5 Miscellancous adjustments

1o basis.
» » - - -

(q) Section 38 property. In the case
of property which s or has been section

ad just-

RULES AND REGULATIONS

38 property (as defined In section 48(a) ),
the basis shall be adjusted to the extent
provided in section 48(g) and in section
203(a) (2) of the Revenue Act of 1964.
(r) Stock in controlled foreign cor=
porations and other property. In the
case of stock in controlled forelgn cor-
porations (or foreign corporations which
were controlled foreign corporations)
and of property by reason of which a
person is considered as owning such
stock, the basis shall be adjusted to the
extent provided in section 961.
(Sec. 7805, Internal Revenue Code of 1054;
68A Stat. 917; 26 U.8.C. 7805)
[PR. Doc. 65-823; Flled, Jon. 28,
8:45 am.)

Title 32—NATIONAL DEFENSE

Chapter V—Department of the Army
SUBCHAPTER E—ORGANIZED RESERVES
PART 564—NATIONAL GUARD

REGULATIONS

Commissioned Officers; Termination of
Appointment and Withdrawal of
Federal Recognition

1065;

Section 564.5 is revised to read as fol-

lows:
§ 564.5 Termination of_  appointment

and withdrawal of F recogni-
tion.

(a) Purpose. This section prescribes
the procedures and criteria applicable to
the termination of appointment as an
officer of the Army National Guard of a
State, Commonwealth of Puerto Rico, or
the District of Columbia; and with-
drawal of Federal recognition of Army
Natlonal Guard officers by the Chief of
the National Guard Bureau.

(b) Policy. (1) The termination of
appointment as a commissioned officer of
the Army National Guard of a State is
a function of the State authorities con-
cerned. Upon notification of termina-
tion of such State appointment, the
Chief, National Guard Bureau, will with-
draw the officer's Federal recognition.

(2) Announcement of withdrawal of
Federal recognition is a function of the
Chief, National Guard Bureau.

(3) The discharge of an officer from
his appointment as & Reserve of the
Army is a function of the Secretary of
the Army.

(4) Discharge from the Army National
Guard of a State may be effected for any
reason prescribed in this section, or any
provision of State laws.

(5) Unless discharged from his ap-
pointment as a Reserve commissioned
officer of the Army, when Federal recog-
nition of an officer is withdrawn, he be-
comes & member of the Army Reserve
and ceases to be & member of the Army
National Guard. Officers who are not
extended permanent Federal recognition
do not revert to the Army Reserve upon
withdrawal of temporary Federal recog-
nition unless they hold a current ap-
pointment as a Reserve commissioned
officer of the Army.

(6) An officer discharged from the
Army National Guard of one State and

appointed the following day in the Army
National Guard of another State remains
a member of the Army National Guard of
the United States, and does not become
a member of the Army Reserve.

(¢) Definitions—(1) Years of service,

(1) A Reserve commissioned officer’s
years of service are the greater of:

(@) Thesumof:

(1) His years of service as a commis.
sioned officer of any component of the
Armed Forces or of the Army without
specification of component;

(2) His years of service before 15 June
1933, as a commissioned officer In the fed.
erally recognized National Guard orina
federally recognized commissioned status
in the National Guard, and in the Na-
tional Guard after 14 June 1933 if his
service was continuous from the date of
his Federal recognition as an officer
therein to the date of his appointment
in the National Guard of the United
States; and

(3) The years of constructive serviee
credited to him; or

(b) The number of years by which his
age exceeds 25 years.

(1) No service may be counted more
than once. For an officer credited with
constructive service, no actual service be-
fore appointment may be counted for
this purpose.

(iil) Service accrued while holding sn
sppointment as & commissioned officer
of the National Guard of the United
States under the provisions of former
Section 111, National Defense Act, bul
serving as an enlisted man or warrant
officer is not creditable in computing
years of service.

(2) Constructive service. The years
of service in an active status constric-
tively credited upon appointment as &
Reserve commissioned officer of the Army
to reflect the officer's combined years of
experience and education. If appolinted
with assignment to the Medical Corps
Dental Corps, Judge Advocate General's
Corps, or Chaplains, the officer will, for
the purpose of this section, be credited
with such constructive service in an
active status to which he Is entitied in
accordance with AR 135-100 or AR 140-
101, as applicable.

(d) Termination of State appoini-
ment. Unless contrary to State law, the
appointment of an Army National Guard
officer should be terminated for the res-
sons listed below, which In general pres
scribe criteria for removal from an ucrl\!"
status from the Army National Guard of
the United States (see ch. 363, titie 10,
USC.). If the termination of &P~
pointment 1s contrary to Stale law, ﬂ-lé
National Guard Bureau will be not ified
in advance, where appropriate, and Fed-
eral recognition will be withdrawn It II‘1C;
cordance with paragraph (e) of
section.

(1) Death. :

(2) Attainment of max{mum a£¢: ‘1_

() An Army National Guard of 14
United States officer occupying the Povs
tion of Chief, National Guard 413-_-ff-’“n_4
or adjutant general or commanding ;';a
eral of a State, the District of Columb
or Puerto Rico, o o
an active status in the
Guard of the United States on
he attains age 64.




